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Current New York Sports Wagering Law §1367 Racing, Pari-Mutuel Wagering and Breeding Law

§ 1367. Sports wagering. 1. As used in this section: (a) "Casino" means a licensed gaming facility at which
gambling is conducted pursuant to the provisions of this article; 55 CHAP. 174 (b) "Commission" means
the commission established pursuant to section one hundred two of this chapter; (c) "Collegiate sport or
athletic event" means a sport or athletic event offered or sponsored by or played in connection with a
public or private institution that offers educational services beyond the second- ary level; (d) "Operator"
means a casino which has elected to operate a sports pool; (e) "Professional sport or athletic event"
means an event at which two or more persons participate in sports or athletic events and receive
compensation in excess of actual expenses for their participation in such event; (f) "Prohibited sports
event" means any collegiate sport or athletic event that takes place in New York or a sport or athletic
event in which any New York college team participates regardless of where the event takes place; (g)
"Sports event" means any professional sport or athletic event and any collegiate sport or athletic event,
except a prohibited sports event; (h) "Sports pool" means the business of accepting wagers on any
sports event by any system or method of wagering; and (i) "Sports wagering lounge" means an area
wherein a sports pool is operated. 2. No gaming facility may conduct sports wagering until such time as
there has been a change in federal law authorizing such or upon a ruling of a court of competent
jurisdiction that such activity is lawful. 3. (a) In addition to authorized gaming activities, a licensed
gaming facility may when authorized by subdivision two of this section operate a sports pool upon the
approval of the commission and in accordance with the provisions of this section and applicable
regulations promulgated pursuant to this article. The commission shall hear and decide promptly and in
reasonable order all applications for a license to operate a sports pool, shall have the general
responsibility for the implementation of this section and shall have all other duties specified in this
section with regard to the operation of a sports pool. The license to operate a sports pool shall be in
addition to any other license required to be issued to operate a gaming facility. No license to operate a
sports pool shall be issued by the commission to any entity unless it has established its financial stability,
integrity and responsibility and its good character, honesty and integrity. No later than five years after
the date of the issuance of a license and every five years thereafter or within such lesser periods as the
commission may direct, a licensee shall submit to the commission such documentation or information as
the commission may by regulation require, to demonstrate to the satisfaction of the executive director
of the commission that the licensee continues to meet the requirements of the law and regulations. (b)
A sports pool shall be operated in a sports wagering lounge located at a casino. The lounge shall
conform to all requirements concerning square footage, design, equipment, security measures and
related matters which the commission shall by regulation prescribe. (c) The operator of a sports pool
shall establish or display the odds at which wagers may be placed on sports events. (d) An operator shall
accept wagers on sports events only from persons physically present in the sports wagering lounge. A
person placing a wager shall be at least twenty-one years of age. CHAP. 174 56 (e) An operator shall not
admit into the sports wagering lounge, or accept wagers from, any person whose name appears on the
exclusion list. (f) The holder of a license to operate a sports pool may contract with an entity to conduct
that operation, in accordance with the regulations of the commission. That entity shall obtain a license
as a casino vendor enterprise prior to the execution of any such contract, and such license shall be
issued pursuant to the provisions of section one thousand three hundred twenty-seven of this article
and in accordance with the regulations promulgated by the commission. (g) If any provision of this



article or its application to any person or circumstance is held invalid, the invalidity shall not affect other
provisions or applications of this article which can be given effect without the invalid provision or
application, and to this end the provisions of this article are severable. 4. (a) All persons employed
directly in wagering-related activities conducted within a sports wagering lounge shall be licensed as a
casino key employee or registered as a gaming employee, as determined by the commission. All other
employees who are working in the sports wagering lounge may be required to be registered, if
appropriate, in accordance with regulations of the commission. (b) Each operator of a sports pool shall
designate one or more casino key employees who shall be responsible for the operation of the sports
pool. At least one such casino key employee shall be on the premises whenever sports wagering is
conducted. 5. Except as otherwise provided by this article, the commission shall have the authority to
regulate sports pools and the conduct of sports wagering under this article to the same extent that the
commission regulates other gaming. No casino shall be authorized to operate a sports pool unless it has
produced information, documentation, and assurances concerning its financial background and
resources, including cash reserves, that are sufficient to demonstrate that it has the financial stability,
integrity, and responsibility to operate a sports pool. In developing rules and regulations applicable to
sports wagering, the commission shall examine the regulations implemented in other states where
sports wagering is conducted and shall, as far as practicable, adopt a similar regulatory framework. The
commission shall promulgate regulations necessary to carry out the provisions of this section, including,
but not limited to, regulations governing the: (a) amount of cash reserves to be maintained by operators
to cover winning wagers; (b) acceptance of wagers on a series of sports events; (c) maximum wagers
which may be accepted by an operator from any one patron on any one sports event; (d) type of
wagering tickets which may be used; (e) method of issuing tickets; (f) method of accounting to be used
by operators; (g) types of records which shall be kept; (h) use of credit and checks by patrons; (i) type of
system for wagering; and (j) protections for a person placing a wager. 6. Each operator shall adopt
comprehensive house rules governing sports wagering transactions with its patrons. The rules shall
specify the amounts to be paid on winning wagers and the effect of schedule changes. The house rules,
together with any other information the commission deems appropriate, shall be conspicuously
displayed in the sports wagering lounge and included in the terms and conditions of the account
wagering system, and copies shall be made readily available to patrons.



Part Y Revenue Bill A. 3009 S. 2509

Section 1. Legislative intent. Article 1 Section 9 of the New York

8 State Constitution was recently amended and provides "casino gambling
at

9 no more than seven facilities as authorized and prescribed by the

legis-

10 lature shall hereafter be authorized or allowed within this state."
It

11 is the sense of the legislature that this provision is not
contravened

12 by a statute which authorizes the acceptance of a wager by an
individual

13 who is betting by virtual or electronic means; provided that it
meets

14 other safeguards ensuring that the plain text of this provision
is

15 honored in such structure. Sports wagering is now legal online 1in
14

16 states, including the bordering states of New Jersey and
Pennsylvania,

17 while it is only permitted in person in New York at four upstate
commer-—

18 cial gaming facilities and Native American Class III gaming
facilities.

19 An industry study found that nearly 20 percent of New Jersey's
online

20 sports wagering revenue comes from New York residents, costing the
state

21 millions of dollars in lost tax revenue.

22 § 2. Section 1367 of the racing, pari-mutuel wagering and breeding
law

23 1s amended by adding a new subdivision 7 to read as follows:

24 7. (a) A licensed gaming facility operating a sports pool pursuant
to

25 subdivision three of this section may offer mobile sports wagering
when
26 conducted in conformance with section one thousand three hundred

sixty-

27 seven-a of this title.

28 (b) Notwithstanding section one thousand three hundred fifty-one
of

29 this article, mobile sports wagering revenue shall be excluded
from
30 gross gaming revenue and shall be separately maintained and returned

to

31 the state for deposit into the state lottery fund for education aid,
on

32 a schedule determined by the commission.

33 § 3. The racing, pari-mutuel wagering and breeding law is amended
by

34 adding a new section 1367-a to read as follows:

35 § 1367-a. Mobile sports wagering. Mobile sports wagering shall
be

36 permitted by the commission through a platform provider or
providers




37 selected pursuant to a competitive bidding process conducted by
the

38 commission. The winning platform provider or providers shall use
the

39 technology necessary to ensure all bettors are physically
within

40 approved locations within the state and ensure the necessary
safeguards

41 against abuses and addictions are in place. Any such contracts
entered

42 by the commission are subject to applicable state laws, regulations
and

43 practices.

44 § 4. Subdivision 1 of section 1351 of the racing, pari-mutuel
wagering

45 and breeding law, as added by chapter 174 of the laws of 2013,
is

46 amended to read as follows:

47 1. (a) For a gaming facility in zone two, there is hereby
imposed a

48 tax on gross gaming revenues. The amount of such tax imposed shall

be
49 as follows [+ i ; ;
its
50
fee
51
supplemental
52
3009--A
1 [t2)] (1) in region two, forty-five percent of gross gaming
revenue
2 from slot machines and ten percent of gross gaming revenue from
all
3 other sources.
4 [4b)] (2) in region one, thirty-nine percent of gross gaming
revenue
5 from slot machines and ten percent of gross gaming revenue from
all
6 other sources.
7 [4e)] (3) in region five, thirty-seven percent of gross gaming
revenue
8 from slot machines and ten percent of gross gaming revenue from
all
9 other sources.
10 (b) (1) Notwithstanding the rates in paragraph (a) of this
subdivi-

11 sion, a gaming facility may petition the commission to lower their
slot

12 tax rate to no lower than twenty-five percent. The commission
shall

13 evaluate the petition using the following criteria:

14 (i) the ability of the licensee to satisfy the license criterion

of

15 financial stability absent the tax rate reduction;




16 (ii) a complete examination of all financial projections, as

as

17 gaming revenues generated for the prior annual period;

18 (iii) the licensee's intended use of the funds resulting from a
tax

19 adjustment;

20 (iv) the inability of the operator to remain competitive
the

21 current tax structure;

22 (v) positions advanced by other gaming operators in the state
in
23 response to the petition;

24 (vi) the impact on the competitive landscape;

25 (vii) other economic factors such as employment and the
potential

26 impact upon other businesses in the region; and

27 (viii) the public interest to be served by a tax adjustment,
including

28 the impact upon the state in the event the operator is unable to
remain

29 financially viable.

30 (2) The commission shall report their recommendation to the
director

31 of the division of budget who will make a final determination.

32 § 5. This act shall take effect immediately; provided, however,
that

33 section four of this act shall take effect sixty days after
mobile

34 sports wagering commences and shall expire and be deemed repealed
one

35 year after such date.



Governor’s 2022 Budget Memorandum in Support of Mobile Sports Gambling

Part Y — Authorize Mobile Sports Wagering and Establish a Casino Tax Rate Petition Process Purpose:
This bill would authorize mobile sports wagering in NY and establish a process for casinos to petition for
a lower tax rate. Summary of Provisions and Statement in Support: Sports wagering is now legal online
in 14 states, including the bordering states of New Jersey and Pennsylvania, while in New York it is only
permitted in-person at the four Upstate commercial gaming facilities and Native American Class llI
gaming facilities. For many New Yorkers, it is easier to use New Jersey’s platform to place a mobile
sports wager than to travel in-person to one of the New York facilities. An industry study found that
nearly 20 percent of New Jersey's online sports wagering handle comes from New York residents,
costing the State millions of dollars in lost tax revenue. This bill would authorize mobile sports wagering
in the State. The Gaming Commission will select a platform provider(s) through a competitive bidding
process. The platform provider(s) must demonstrate that the necessary safeguards against addictions
and abuses are in place. All revenues shall be directed to the State Lottery Fund for education aid.
Overall, the Upstate casinos have struggled financially, and their initial revenue projections have not
come to fruition. The facility closures for six months and capacity restrictions this fiscal year have only
exacerbated these issues. This bill would put a petition process in place for the casinos to demonstrate
their need for a lower tax rate based on certain criteria including their financial projections, the use of
the additional funds, impact on the overall competitive landscape and other economic factors. Budget
Implications: Enactment of this bill is necessary to implement the FY 2022 Executive Budget because it
would increase All Funds revenue by over $500 million when full potential is realized. Effective Date:
This bill would take effect immediately.
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STATE OF NEW YORK

S. 1183 A. 1257

SENATE - ASSEMBLY

January 7, 2021

IN SENATE -- Introduced by Sen. ADDABBO -- read twice and ordered print-
ed, and when printed to be committed to the Committee on Racing,
Gaming and Wagering

IN ASSEMBLY -- Introduced by M. of A. PRETLOW, TAGUE, SCHMITT, JOYNER,
WOERNER, SANTABARBARA, LUPARDO, PHEFFER AMATO, DILAN, WEPRIN, PERRY,
FALL, AUBRY, STIRPE, TAYLOR, BURKE, RAMOS, HYNDMAN, HUNTER, GOTTFRIED,
DE LA ROSA -- Multi-Sponsored by - - M. of A. HEVESI, PICHARDO,
D. ROSENTHAL, ROZIC, STERN, VANEL -- read once and referred to the
Committee on Racing and Wagering

AN ACT to amend the racing, pari-mutuel wagering and breeding law, in
relation to regulation of sports betting

The People of the State of New York, represented in Senate and Assem-
bly, do enact as follows:

Section 1. Section 1367 of the racing, pari-mutuel wagering and breed-
ing law, as added by chapter 174 of the laws of 2013, paragraphs (b) and
(d) of subdivision 3 as amended by section 1 of part X of chapter 59 of
the laws of 2020, is amended to read as follows:

§ 1367. Sports wagering. 1. As used in this section:

(a) ™m"Affiliate™ means any off-track betting corporation, franchised
corporation, or race track licensed pursuant to this chapter, an opera-

tor of wvideo lottery gaming at Aqueduct licensed pursuant to section

sixteen hundred seventeen-a of the tax law, which has an affiliate

agreement with a casino pursuant to section thirteen hundred sixty-sev-

en-a of this title. Any professional sports stadium or arena may serve

as an affiliate;

(b) "Agent" means an entity that is party to a contract with a casino
authorized to operate a sports pool and is approved by the commission to

operate a sports pool on behalf of such casino;

(c¢) "Authorized sports bettor"™ means an individual who is physically
present in this state when placing a sports wager, who is not a prohib-

EXPLANATION- -Matter in italics (underscored) is new; matter in brackets
[ 1 is old law to be omitted.
LBD04631-03-1

@ PRINTED ON RECYCLED PAPER
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ited sports bettor, that participates in sports wagering offered by a

casino. All sports wagers placed in accordance with this section are

considered placed or otherwise made when received by the operator at the

licensed gaming facility, regardless of the authorized sports bettor's

physical location at the time the sports wager is initiated. The inter-

mediate routing of electronic data in connection with mobile sports

wagering shall not determine the location or locations in which a wager

ig initiated, received or otherwise made;

(d) "Brand" means the name and logo on the interface of a mobile
application or internet website accessed via a mobile device or computer

which authorized sports bettors use to access a sports betting platform;

(e) "Casino" means a licensed gaming facility at which gambling is
conducted pursuant to the provisions of this article;

[(b)] J(f) "Commission"™ means the commission established pursuant to
section one hundred two of this chapter;

[(¢)] (g) "Collegiate sport or athletic event" means a sport or
athletic event offered or sponsored by or played in connection with a
public or private institution that offers educational services beyond
the secondary level;

[(d)] (h) "Covered persons" includes: athletes; players; umpires;
referees; officials; personnel associated with players, clubs, teams,

leagues, and athletic associations; medical professionals, including

athletic trainers who provide services to athletes and players; and the

family members and associates of these persons where required to serve

the purposes of this title;

(i) "Exchange wagering" means a form of wagering in which an author-
ized sports bettor, on the one hand, and one or more authorized sports

bettors, a casino or an agent or an operator, on the other hand place

identically opposing sports wagers on an exchange operated by a casino

or an agent or an operator;

(i) "Global risk management" means the direction, management, consul-
tation and/or instruction for purposes of managing risks associated with

sports wagering conducted pursuant to this section and includes the

setting and adjustment of betting lines, point spreads, or odds and

whether to place layoff bets as permitted by this section;

(k) "High school sport or athletic event" means a sport or athletic
event offered or sponsored by or plaved in connection with a public or

private institution that offers education services at the secondary

level;
(1) "Horse racing event" means any sport or athletic event conducted
in New York state subject to the provisions of articles two, three,

four, five, six, nine, ten and eleven of this chapter, or any sport or

athletic event conducted outside of New York state, which if conducted

in New York state would be subject to the provisions of this chapter;

(m) "In-play sports wager" means a sports wager placed on a sports
event after the sports event has begqun and before it ends;

(n) "Layvoff bet" means a sports wager placed by a casino sports pool
with another casino sports pool;

(o) "Minor"™ means any person under the age of twenty-one years;
(p) "Mobile sports wagering platform" or "platform" means the combina-
tion of hardware, software, and data networks used to manage, adminis-

ter, or control sports wagering and any associated wagers accessible by

any electronic means including mobile applications and internet websites

accessed via a mobile device or computer;

(g) "Official league data" means statistics, results, outcomes, and
other data relating to a sporting event that have been obtained from the

@ PRINTED ON RECYCLED PAPER
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relevant sports governing body that is headquartered in the United
States or an entity expressly authorized by the sports governing body to
provide such information to casinos;

(r) v"Operator" means a casino which has elected to operate a sports
pool (or agent of such casino) or an Indian Tribe (or an agent of such
Indian Tribe) that has entered into a tribal-state gaming compact in
accordance with the Indian Gaming Requlatory Act 25 U.S.C. 2710, that is
in effect and has been ratified by the state and has entered into a
sports wagering agreement pursuant to section thirteen hundred sixty-
seven-a of this title;

(s) "Persons who present sporting contests"™ includes sports governing
bodies and associations, their members and affiliates, and other persons
who present sporting contests to the public;

[(e)] J(t) "Professional sport or athletic event" means an event at
which two or more persons participate in sports or athletic events and
receive compensation in excess of actual expenses for their partic-
ipation in such event;

(u) "Prohibited conduct" means any statement, action, and other commu-
nication intended to influence, manipulate, or control a betting outcome
of a sporting contest or of any individual occurrence or performance in
a sporting contest in exchange for financial gain or to avoid financial
or physical harm. "Prohibited conduct" includes statements, actions, and
communications made to a covered person by a third party, such as a
family member or through social media;

(v) "Professional sports stadium or arena" means a stadium, ballpark,
or arena that is the permanent home of a professional sports team play-
ing at the highest professional level in its sport and has a seating
capacity for such contests exceeding fifteen thousand seats;

(w) "Prohibited sports bettor" means:

(i) any officer or employee of the commission;

(ii) anv principal or key employee of a casino or operator, except as
may be permitted by the commission for good cause shown;

(iii) any casino gaming or non-gaming employee at the casino that
employs such person and at any operator that has an agreement with that
casino;

(iv) any contractor, subcontractor, or consultant, or officer or
employee of a contractor, subcontractor, or consultant, of a casino if
such person is directly involved in the operation or observation of
sports wagering, or the processing of sports wagering claims or
payments;

(v) Any person subject to a contract with the commission if such
contract contains a provision prohibiting such person from participating
in sports wagering;

(vi) Any spouse, child, brother, sister or parent residing as a member
of the same household in the principal place of abode of any of the
foregoing persons at the same casino where the foregoing person is
prohibited from participating in sports wagering;

(vii) any individual with access to non-public confidential informa-
tion about sports wagering;

(viii) any amateur or professional athlete if the sports wager is
based on any sport or athletic event overseen by the athlete's sports
governing body;

(ix) any sports agent, owner or employee of a team, player and umpire
union personnel, and employee referee, coach or official of a sports
governing body, if the sports wager is based on any sport or athletic
event overseen by the individual's sports governing body;

@ PRINTED ON RECYCLED PAPER
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(x) any individual placing a wager as an agent or proxy for an other-
wise prohibited sports bettor; or

(xi) any minor;

[(£)] (x) "Prohibited sports event" means any collegiate sport or
athletic event that takes place in New York or a sport or athletic event
in which any New York college team participates regardless of where the
event takes place, or high school sport or athletic event;

[(g)] J(y) "Registered sports governing body" means a sports governing
body that is headquartered in the United States and who has registered

with the commission to receive rovalty fee revenue in such form as the

commission may require;

(z) "sSports event" means any professional sport or athletic event and
any collegiate sport or athletic event, except a prohibited sports event
or a horse racing event;

[(h)] J(aa) "Sports governing body" means the organization that
prescribes final rules and enforces codes of conduct with respect to a

sporting event and participants therein;

(bb) "Sports pool" means the business of accepting wagers on any
sports event by any system or method of wagering; [and

(i)] (cec) "Sports wager" means cash or cash equivalent that is paid by
an authorized sports bettor to a casino to participate in sports wager-

ing offered by such casino;

(dd) "Sports wagering" means wagering on sporting events or any
portion thereof, or on the individual performance statistics of athletes

participating in a sporting event, or combination of sporting events, by

any system or method of wagering, including, but not limited to, in-per-

son communication and electronic communication through internet websites

accessed via a mobile device or computer and mobile device applications.

Any wager through electronic communication shall be deemed to take place

at the physical location of the server or other equipment used by an

operator to accept mobile sports wagering, regardless of the authorized

sports bettor's physical location within the state at the time the wager

ig initiated. The term "sports wagering"™ shall include, but is not

limited to, single-game bets, teaser bets, parlays, over-under bets,

money line, pools, exchange wagering, in-game wagering, in-play bets,

proposition bets and straight bets;

(ee) "Sports wagering gross revenue" means: (i) the amount equal to
the total of all sports wagers not attributable to prohibited sports

events that an operator collects from all plavers, less the total of all

sums not attributable to prohibited sports events paid out as winnings

to all sports bettors, however, that the total of all sums paid out as

winnings to sports bettors shall not include the cash equivalent value

of any merchandise or thing of value awarded as a prize, or (ii) in the

case of exchange wagering pursuant to this section, the commission on

winning sports wagers by authorized sports bettors retained by the oper-

ator. The issuance to or wagering by authorized sports bettors at a

casino of any promotional gaming credit shall not be taxable for the

purposes of determining sports wagering gross revenue;

(f£f) "Sports wagering lounge" means an area wherein a sports pool is
operated;

(gg) "Tier one sports wager" means a sports wager that is determined
solely by the final score or final outcome of the sports event;

(hh) "Tier two sports wager" means an in-play sports wager that is not
a tier one sports wager;

(ii) "Tier three sports wager" means a sports wager that is neither a
tier one nor a tier two sports wager; and
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(jj) "Indian Tribe" means an Indian Tribe (or an agent of such tribe)
that has entered into a tribal-state gaming compact in accordance with
the Indian Gaming Requlatory Act of 1988 (18 U.S.C. Sec. 1166 to 1168,
inclusive, and 25 U.S.C. Sec. 2701 et seqg.) which has been ratified by
the state;

(kk) "Unusual betting activity" means abnormal betting activity exhib-
ited by patrons and deemed by the casino or operation, pursuant to rules
and requlations promulgated by the commission, as a potential indicator
of suspicious activity. Abnormal betting activity may include, but is
not limited to, the size of a patron's wager or increased betting volume
on a particular event or wager tvype;

(11) "Suspicious betting activity" means unusual betting activity that
cannot be explained and is indicative of match fixing, the manipulation
of an event, misuse of inside information, or other prohibited activity;
and

(mm) "Independent integrity monitor" means an independent individual
or entity approved by the commission to receive reports of unusual
betting activity from a casino or operator for the purpose of assisting
in identifving suspicious betting activity.

2. [No gaming facility may conduct sports wagering until such time as
there has been a change in federal law authorizing such or upon a ruling
of a court of competent jurisdiction that such activity is lawful.

3.] (a) In addition to authorized gaming activities, a [licensed
gaming facility] casino may [when authorized by subdivision two of this
section] operate a sports pool upon the approval of the commission and
in accordance with the provisions of this section and applicable regu-
lations promulgated pursuant to this article. The commission shall hear
and decide promptly and in reasonable order all applications for a
license to operate a sports pool, shall have the general responsibility
for the implementation of this section and shall have all other duties
specified in this section with regard to the operation of a sports pool.
The license to operate a sports pool shall be in addition to any other
license required to be issued to operate a [gaming facility] casino. No
license to operate a sports pool shall be issued by the commission to
any entity unless it has established its financial stability, integrity
and responsibility and its good character, honesty and integrity.

No later than five years after the date of the issuance of a license
and every five years thereafter or within such lesser periods as the
commission may direct, a licensee shall submit to the commission such
documentation or information as the commission may by regulation
require, to demonstrate to the satisfaction of the executive director of
the commission that the licensee continues to meet the requirements of
the law and regulations.

(b) As a condition of licensure the commission shall require that each
agent authorized to conduct sports wagering pay a one-time fee of twelve
million dollars. Such fee shall be paid within thirty days of gaming
commission approval prior to license issuance and deposited into the
commercial gaming revenue fund established pursuant to section thirteen
hundred fifty-two of this article.

(¢) A sports pool shall be operated in a sports wagering lounge
located at a casino. The 1lounge shall conform to all requirements
concerning square footage, design, equipment, security measures and
related matters which the commission shall by regulation prescribe.
Provided, however, the commission may also approve additional 1locations
for a sports pool within the casino, in areas that have been approved by
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the commission for the conduct of other gaming, to be operated in a
manner and methodology as regulation shall prescribe.

[(c)] (4d) The operator of a sports pool shall establish or display the
odds at which wagers may be placed on sports events.

[(d)] (e) An operator shall accept wagers on sports events only from
persons physically present in the sports wagering lounge, through mobile
sports wagering offered pursuant to section thirteen hundred sixty-sev-

en-a of this title, or any additional locations for a sports pool within

the casino, approved by the gaming commission. A person placing a wager
shall be at least twenty-one years of age.

[(e)] (f) An operator may also accept layoff bets as 1long as the
authorized sports pool places such wagers with another authorized sports

pool or pools in accordance with requlations of the commission. A sports

pool that places a layoff bet shall inform the sports pool accepting the

wager that the wager is being placed by a sports pool and shall disclose

its identity.

(g) An operator may wutilize global risk management pursuant to the
approval of the commission.

(h) An operator shall not admit into the sports wagering 1lounge, or
accept wagers from, any person whose name appears on the exclusion list.
[(£)] (i) The holder of a 1license to operate a sports pool may
contract with an [entity] agent to conduct any or all aspects of that
operation, or the operation of mobile sports wagering offered pursuant
to section thirteen hundred sixty-seven-a of thigs title, including but

not limited to brand, marketing and customer service, in accordance with

the regulations of the commission. [That entity] Each agent shall obtain
a license as a casino vendor enterprise prior to the execution of any
such contract, and such 1license shall be issued pursuant to the
provisions of section one thousand three hundred twenty-seven of this
article and in accordance with the regulations promulgated by the
commission.

[(g)] (J) 1If any provision of this article or its application to any
person or circumstance is held invalid, the invalidity shall not affect
other provisions or applications of this article which can be given
effect without the invalid provision or application, and to this end the
provisions of this article are severable.

[4.] 3. (a) All persons employed directly in wagering-related activ-
ities conducted within a sports wagering lounge shall be licensed as a
casino key employee or registered as a gaming employee, as determined by
the commission. All other employees who are working in the sports wager-
ing lounge may be required to be registered, if appropriate, in accord-
ance with regulations of the commission.

(b) Each operator of a sports pool shall designate one or more casino
key employees who shall be responsible for the operation of the sports
pool. At least one such casino key employee shall be on the premises
whenever sports wagering is conducted.

[5.] 4. Except as otherwise provided by this article, the commission
shall have the authority to regulate sports pools and the conduct of
sports wagering under this article to the same extent that the commis-
sion regulates other gaming. No casino shall be authorized to operate a
sports pool unless it has produced information, documentation, and
assurances concerning its financial background and resources, including
cash reserves, that are sufficient to demonstrate that it has the finan-
cial stability, integrity, and responsibility to operate a sports pool.
In developing rules and regulations applicable to sports wagering, the
commission shall examine the regulations implemented in other states
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where sports wagering is conducted and shall, as far as practicable,
adopt a similar regulatory framework. The commission shall promulgate
regulations necessary to carry out the provisions of this section,
including, but not limited to, regulations governing the:

(a) amount of cash reserves to be maintained by operators to cover
winning wagers;

(b) acceptance of wagers on a series of sports events;

(¢) maximum wagers which may be accepted by an operator from any one
patron on any one sports event;

(d) type of wagering tickets which may be used;

(e) method of issuing tickets;

(f) method of accounting to be used by operators;

(g) types of records which shall be kept;

(h) use of credit and checks by [patrons] authorized sports bettors;

(i) the process by which a casino may place a lavoff bet;

(i) the use of global risk management;

(k) type of system for wagering; and

[(j)] (1) protections for a person placing a wager.

[6.] 5. Each operator shall adopt comprehensive house rules governing
sports wagering transactions with its [patrons] authorized sports
bettors. The rules shall specify the amounts to be paid on winning
wagers and the effect of schedule changes. The house rules, together
with any other information the commission deems appropriate, shall be
conspicuously displayed in the sports wagering lounge and included in
the terms and conditions of the account wagering system, and copies
shall be made readily available to [patrons] authorized sports bettors.

6. (a) Each casino that offers sports wagering shall annually submit a
report to the commission no later than the twenty-eighth of February of
each vear, which shall include the following information:

(i) the total amount of sports wagers received from authorized sports
bettors;

(ii) the total amount of prizes awarded to authorized sports bettors;

(iii) the total amount of sports wagering gross revenue received by
the casino;

(iv) the total amount contributed in sports betting rovalty revenue
pursuant to subdivision eight of this section;

(v) the total amount of wagers received on each sports governing
body's sporting events;

(vi) the number of accounts held by authorized sports bettors;

(vii) the total number of new accounts established in the preceding
vear, as well as the total number of accounts permanently closed in the
preceding vear;

(viii) the total number of authorized sports bettors that requested to
exclude themselves from sports wagering; and

(ix) any additional information that the commission deems necessary to
carry out the provisions of this article.

(b) Upon the submission of such annual report, to such extent that the
commission deems it to be in the public interest, the commission shall
be authorized to conduct a financial audit of any casino, at any time,
to ensure compliance with this article.

(c) The commission shall annually publish a report based on the aggre-
gate information provided by all casinos pursuant to paragraph (a) of
this subdivision, which shall be published on the commission's website
no later than one hundred eighty days after the deadline for the
submission of individual reports as specified in such paragraph (a).
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7. (a) Within thirty days of the end of each calendar quarter, a casi-
no offering sports wagering shall remit to the commission a sports
wagering rovalty fee of one-fifth (.20) of one percent of the amount
wagered on sports events conducted by registered sports governing
bodies. The fee shall be remitted on a form as the commission may
require, on which the casino shall jidentify the percentage of wagering
during the reporting period attributable to each registered sport
governing body's sports events.

(b) No later than the thirtieth of April of each vear, a registered
sports governing body may submit a claim for disbursement of the rovalty
fee funds remitted by casinos in the previous calendar vear on their
respective sports events. Within thirty days of submitting its claim for
disbursement, the registered sports governing body shall meet with the
commission to provide the commission with evidence of policies, proce-
dures and training programs it has implemented to protect the integrity
of its sports events.

(¢) Within thirty days of its meeting with the registered sports
governing body, the commission shall approve a timely claim for
disbursement.

(d) (i) Persons who present sporting contests shall have authority to
remove spectators and others from any facility for violation any appli-
cable codes of conduct, and to deny persons access to all facilities
they control, to revoke season tickets or comparable licenses, and to
share information about such persons with others who present sporting
contests and with the appropriate jurisdictions' law enforcement author-
ities.

(ii) Persons who present sporting contests shall provide notice to the
general public and those who attend sporting contests or wvisit their
facilities of any applicable codes of conduct and the potential penal-
ties for violating such codes.

8. For the privilege of conducting sports wagering in the state, casi-
nos shall pay a tax equivalent to eight and one-half percent of their
sports wagering gross revenue, excluding sports wagering gross revenue
attributed to mobile sports wagering offered pursuant to section thir-
teen hundred sixty-seven-a of this title. Casinos shall pay a tax equiv-
alent of twelve percent of their sports wagering gross revenue attri-
buted to mobile sports wagering offered pursuant to section thirteen
hundred sixty-seven-a of this title.

9. The commission shall pay into the commercial gaming revenue fund
established pursuant to section ninety-seven-nnnn of the state finance
law eighty-five percent of the state tax imposed by this section; any
interest and penalties imposed by the commission relating to those
taxes; all penalties 1levied and collected by the commission; and the
appropriate funds, cash or prizes forfeited from sports wagering. The
commission shall pay into the commercial gaming fund five percent of the
state tax imposed by this section to be distributed for problem gambling
education and treatment purposes pursuant to paragraph a of subdivision
four of section ninety-seven-nnnn of the state finance law. The commis-
sion shall pay into the commercial gaming fund five percent of the state
tax imposed by this section to be distributed for the cost of reqgulation

ursuant to paragraph ¢ of subdivision four of section ninety-seven-nnnn
of the state finance law. The commission shall pay into the commercial
gaming fund five percent of the state tax imposed by this section to be
distributed in the same formula as market origin credits pursuant to
section one hundred fifteen-b of this chapter. The commission shall
require at least monthly deposits by the casino of any payments pursuant
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to subdivision eight of this section, at such times, under such condi-

tions, and in such depositories as shall be prescribed by the state

comptroller. The deposits shall be deposited to the credit of the state

commercial gaming revenue fund. The commission shall require a monthly
report and reconciliation statement to be filed with it on or before the

tenth day of each month, with respect to dgross revenues and deposits

received and made, respectively, during the preceding month.

10. The commission may perform audits of the books and records of a
casino, at such times and intervals as it deems appropriate, for the

purpose of determining the sufficiency of tax payments. If a return

required with regard to obligations imposed is not filed, or if a return

when filed or is determined by the commission to be incorrect or insuf-

ficient with or without an audit, the amount of tax due shall be deter-

mined by the commission. Notice of such determination shall be given to

the casino liable for the payment of the tax. Such determination shall

finally and irrevocably fix the tax unless the casino against whom it is

assessed, within thirty days after receiving notice of such determi-

nation, shall apply to the commission for a hearing in accordance with

the reqgulations of the commission.

11. Nothing in this section shall apply to interactive fantasy sports
offered pursuant to article fourteen of this chapter. Nothing in this

section authorizes any entity that conducts interactive fantasy sports

offered pursuant to article fourteen of this chapter to conduct sports

wagering unless it separately qualifies for, and obtains, authorization

pursuant to this section.

12. A casino that is also licensed under article three of this chap-
ter, and must maintain racing pursuant to paragraph (b) of subdivision

one of section thirteen hundred fifty-five of this article, shall be

allowed to offer pari-mutuel wagering on horse racing events in accord-

ance with their license under article three of this chapter. Notwith-

standing subparagraph (ii) of paragraph ¢ of subdivision two of section

one thousand eight of this chapter, a casino located in the city of

Schenectady shall be allowed to offer pari-mutuel wagering on horse

racing events, provided such wagering is conducted by the regional off-

track betting corporation in such region as the casino is located. Any

other casino shall be allowed to offer pari-mutuel wagering on horse

racing events, provided such wagering is conducted by the regional off-

track betting corporation in such region as the casino is located. Any

physical location where pari-mutuel wagering on horse racing events is

offered by a casino and conducted by a regional off-track betting corpo-

ration in accordance with this subdivision shall be deemed to be a

branch location of the regional off-track betting corporation in accord-

ance with section one thousand eight of this chapter. Mobile sports

betting kiosks located on the premises of affiliates in accordance with

paragraph (d) of subdivision five of section thirteen hundred sixty-sev-

en-a of this title shall not be allowed to offer pari-mutuel wagering on

horse racing events.

13. A sports governing body may notify the commission that it desires
to restrict, 1limit, or exclude wagering on its sporting events by

providing notice in the form and manner as the commission may require.
Upon receiving such notice, the commission shall review the request in

good faith, seek input from the casinos on such a request, and if the

commission deems it appropriate, promulgate requlations to restrict such
sports wagering. If the commission denies a request, the sports govern-

ing body shall be afforded notice and the right to be heard and offer

proof in opposition to such determination in accordance with the regqu-
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lations of the commission. Offering or taking wagers contrary to

restrictions promulgated by the commission is a violation of this

section. In the event that the request is in relation to an emergency

situation, the executive director of the commission may temporarily

prohibit the specific wager in question until the commission has the

opportunity to issue temporary requlations addressing the issue.

14. (a) The commission shall designate the division of the state
police to have primary responsibility for conducting, or assisting the

commission in conducting, investigations into abnormal betting activity,
match fixing, and other conduct that corrupts a betting outcome of a

sporting event or events for purposes of financial gain.

(b) Casinos shall maintain records of sports wagering operations in
accordance with requlations promulgated by the commission. These requ-

lations shall, at a minimum, require a casino to adopt procedures to

obtain personally identifiable information from any individual who plac-

es any single wager in an amount of ten thousand dollars or greater.

(¢c) The commission shall cooperate with a sports governing body and
casinos to ensure the timely, efficient, and accurate sharing of infor-

mation.

(d) The commission and casinos shall cooperate with investigations
conducted by sports governing bodies or law enforcement agencies,

including but not limited to providing or facilitating the provision of

account-level betting information and audio or video files relating to

persons placing wagers; provided, however, that the casino be required

to share any personally identifiable information of an authorized sports

bettor with a sports governing body only pursuant to an order to do so

by the commission or a law enforcement agency or court of competent

jurisdiction.

(e) Casinos and operators shall promptly report to the commission or
third party integrity monitoring provider approved by the commission, as

applicable and in accordance with rules and requlations established by

the commission, any information relating to:

(i) criminal or disciplinary proceedings commenced against the casino
in connection with its operations;

(ii) abnormal betting activity or patterns that may indicate a concern
with the integrity of a sporting event or events;

(iii) any potential breach of the relevant sports governing body's
internal rules and codes of conduct pertaining to sports wagering, as

they have been provided by the sports governing body to the casino or

the operator;

(iv) any other conduct that corrupts a betting outcome of a sporting
event or events for purposes of financial gain, including match fixing;

and

(v) suspicious or illegal wagering activities, including use of funds
derived from illegal activity, wagers to conceal or launder funds

derived from illegal activity, wusing agents to place wagers, using

confidential non-public information, and using false identification.

The commission shall also promptly report information relating to
conduct described in subparagraphs (ii), (iii) and (iv) of this para-

graph to the relevant sports governing body.

(vi) The commission shall be authorized to share any information under
this section with any law enforcement entity, team, sports governing

body, or regqulatory agency the division deems appropriate. Such sharing

of information may include, but is not limited to, account level betting

information and any audio or video files related to the investigation.

Provided, however, the casino or operators may only be required to share

@ PRINTED ON RECYCLED PAPER



CoJoaudwbdhPRE

S. 1183 11 A. 1257

any personally identifiable information of an authorized sports bettor
with a sports governing body only pursuant to an order to do so by the
commission, a law enforcement agency or a court of competent Jjurigdic-
tion.

(f) The confidentiality of information shared between a sports govern-
ing body and a casino or operator shall be maintained pursuant to all
applicable data privacy laws, unless disclosure is required by this
section, the commission, other law, or court order. Furthermore, the
information shared between a sports governing body, a casino, an opera-
tor or any other party pursuant to this act may not be used for business
or marketing purposes by the recipient without the express written
approval of the party that provides such information.

(g) The commission, by requlation, may authorize and promulgate any
rules necessary to implement agreements with other states, or authorized
agencies thereof to enable the sharing of information to facilitate
integrity monitoring and the conduct of investigations into abnormal
betting activity, match fixing, and other conduct that corrupts a
betting outcome of a sporting event or events for purposes of financial
gain.

(h) The commission shall study the potential for the creation of an
interstate database of all sports wagering information for the purpose
of integrity monitoring, and shall create a final report regarding all
findings and recommendations to be delivered upon completion of all
objectives described herein, but in no event later than March first, two
thousand twenty-two, to the governor, the speaker of the assembly and
the temporary president of the senate.

(i) The commission shall investigate all reasonable allegations of
prohibited conduct and refer any allegations it deems credible to the
appropriate law enforcement entity.

(j) Any person who is (i) an athlete, coach, referee, director of a
sports governing body or any of its member teams, a playver or other
personnel member, in or on any sports event overseen by that person's
sports governing body, (ii) holding a position of authority or influence
sufficient to exert influence over the participants in a sporting
contest, including but not limited to coaches, managers, handlers,
athletic trainers, or (iii) a person with access to certain types of
non-public information on any sports event overseen by that person's
sports governing body, shall not be permitted to place a wager on a
sports event that is overseen by that person's sports governing body so
long as that person has been identified as a prohibited sports bettor in
any lists provided by the sports governing body to the commission, casi-
nos, and operators. Any person who violates this paragraph shall be
guilty of a disorderly persons offense and shall be fined not less than
five hundred dollars and not more than one thousand dollars.

(k) Casinos and operators shall adopt procedures to prevent persons
from wagering on sports events who are prohibited from placing sports
wagers. A casino or operator shall not accept wagers from any person:

(i) whose name appears on the exclusion list maintained by the commis-
sion and provided to the casino or operator;

(ii) whose name appears on any self-exclusion list maintained by the
commission and provided to the casino or operator;

(iii) who is the operator, director, officer, owner, or employee of
the operator or casino or any relative thereof living in the same house-
hold as such individual;

(iv) who has been identified in a list provided by the sports govern-
ing body to the commission and casino or operator, that identifies the
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individual by such personally identifiable information as specified by
rules and regqulations promulgated by the commission;

(v) who is an agent or proxy for any other person; or

(vi) who has identified themselves to the operator as a prohibited
sports pool participant.

(1) The commission shall establish a hotline or other method of commu-
nication that allows any person to confidentially report information
about prohibited conduct to the commission. The identity of any person
reporting prohibited conduct to the commission shall remain confidential
unless that person authorizes disclosure of his or her identity or until
such time as the allegation of prohibited conduct is referred to law
enforcement.

15. (a) cCasinos shall use whatever data source they deem appropriate
for determining the result of sports wagering involving tier one sports
wagers.

(b) Casinos shall only use official league data in all sports wagering
involving tier two sports wagers, if the relevant sports governing body
is headquartered in the United States, possesses a feed of official
league data, and makes such feed available for purchase by the casinos
on commercially reasonable terms as determined by the commission.

(c) A sports governing body may notify the commission that it desires
to require casinos to use official league data in sports wagering
involving specific tier three sports wagers by providing notice in the
form and manner as the commission may require. Upon receiving such
notice, the commission shall review the request, seek input from the
casinos on such a request, and if the commission deems it appropriate,
promulgate requlations to require casinos to use official leaque data on
sports wagering involving such tier three sports wagers if the relevant
sports governing body possesses a feed of official league data, and
makes such feed available for purchase by the casinos on commercially
reasonable terms as determined by the commission.

(d) When determining whether or not a supplier of official league data
is offering commercially reasonable terms, the commission shall consider
the amount charged by the supplier of official league data to gaming
operators in other jurisdictions. This information shall be provided to
the commission by the supplier of official league data upon request of
the commission. Any entity providing data to a casino for the purpose of
tier two sports wagers shall obtain a license as a casino vendor enter-
prise and such license shall be issued pursuant to the provisions of
section thirteen hundred twenty-seven of this article and in accordance
with the regulations promulgated by the commission.

(e) No casino shall enter into an agreement with a sports governing
body or an entity expressly authorized to distribute official leagque
data to be the exclusive recipient of their official leagque data.

(f) The commission shall promulgate regulations to allow an authorized
sports bettor to file a complaint alleging an underpayment or non-pay-
ment of a winning sports wager. Any such requlations shall provide that
the commission utilize the statistics, results, outcomes, and other data
relating to a sporting event that have been obtained from the relevant
sports governing body in determining the validity of such claim.

16. A casino shall not permit sports wagering by anyone they know, or
should have known, to be a prohibited sports bettor.

17. Sports wagering conducted pursuant to the provisions of this
section is hereby authorized.

18. The commission shall promulgate rules that require an operator to
implement responsible gaming programs that include comprehensive employ-
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ee trainings on responding to circumstances in which individuals present
signs of a gambling addiction and requirements for casinos and operators
under section thirteen hundred sixty-seven-a of this title to assess,
prevent, and address problem gaming by users under the age of thirty.
The commission shall establish a hotline or other method of communi-
cation that will allow any person to confidentially report information
about prohibited conduct to the commission. The commission shall promul -
gate rules governing the investigation and resolution of a charge of any
person purported to have engaged in prohibited conduct.

19. The conduct of sports wagering in violation of this section is
prohibited.

20. (a) In addition to any criminal penalties provided for under arti-
cle two hundred twenty-five of the penal law, any person, firm, corpo-
ration, association, agent, or employee, who is not authorized to offer
sports wagering under this section or section thirteen hundred sixty-
seven-a of this title, and who knowingly offers or attempts to offer
sports wagering or mobile sports wagering in New York shall be liable
for a civil penalty of not more than one hundred thousand dollars for
each violation, not to exceed five million dollars for violations aris-
ing out of the same transaction or occurrence, which shall accrue to the
state and may be recovered in a civil action brought by the commission.

(b) Anv person, firm, corporation, association, agent, or employee who
knowingly violates any procedure implemented under this section, or
section thirteen hundred sixty-seven-a of this title, shall be liable
for a civil penalty of not more than five thousand dollars for each
violation, not to exceed fifty thousand dollars for violations arising
out of the same transaction or occurrence, which shall accrue to the
state and may be recovered in a civil action brought by the commission.

§ 2. The racing, pari-mutuel wagering and breeding law is amended by
adding a new section 1367-a to read as follows:

§ 1367-a. Mobile sports wagering. 1. (a) Except as provided in this
subdivision, the terms in this section shall have the same meanings as
such terms are defined in subdivision one of section thirteen hundred
sixty-seven of this title.

(b) "Operator" for purposes of this section, means a casino which has
elected to offer a mobile sports wagering platform, an Indian Tribe (or
agent of such Indian Tribe) that has entered into a tribal-state gaming
compact in accordance with the Indian Gaming Requlatory Act, 25 U.S.C.
2710, that is in effect and has been ratified by the state and has
entered into a sports wagering agreement to operate with the commission
pursuant to this section, or the agent of such licensed gaming facility
or such Indian Tribe.

2. (a) No casino shall administer, manage, or otherwise make available
a mobile sports wagering platform to persons located in New York state
unless registered with the commission pursuant to this section. A casino
may use up to two mobile sports wagering platforms and brands provided
that such platforms and brands have been reviewed and approved by the
commission. A casino may contract with up to two independent operators
to provide its mobile sports wagering platforms. An independent operator
may display its brand on the platform in addition to the casino's brand.

(b) Registrations issued by the commission shall remain in effect for
five years. The commission shall establish a process for renewal.

(¢c) The commission shall publish a list of all operators and casinos
registered to offer mobile sports wagering in New York state pursuant to
this section on the commission's website for public use.
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3. In the event that a casino contracts with an operator to provide
its mobile sports wagering platform and brand, such operator shall

obtain a license as a casino vendor enterprise prior to the execution of

any such contract, and such license shall be issued pursuant to the

provisions of section thirteen hundred twenty-seven of this article and

in accordance with the regqulations promulgated by the commission.

3-a. (a) As a condition of registration as an operator, each casino
shall agree, upon request of an Indian Tribe that has not entered into

an agreement for mobile sports wagering with another casino, to provide

a site for a mobile sports wagering server and related equipment for the

Indian Tribe as directed by the commigssion, at no cost to the Indian

Tribe except the direct and actual cost of hosting the server or other

equipment used by the Indian Tribe as determined by the commission.

(b) As a condition of registration as an operator in New York state,
an Indian Tribe shall enter into an agreement with the commission with

respect to mobile sports wagering:

(i) To follow the requirements imposed on casinos and operators under
this section and section thirteen hundred sixty-seven of this title with
respect to the Indian Tribe's mobile sports wagering; to adhere to the
requlations promulgated by the commission pursuant to this section with
respect to mobile sports wagering, and to submit to the commigsion's
enforcement of this section and section thirteen hundred sixty-seven of
thigs title and requlations promulgated thereunder with respect to mobile
sports wagering, including by waiving tribal sovereign immunity for the
sole and 1limited purpose of such enforcement. Nothing herein shall be
construed as requiring an Indian Tribe's agreement to adhere to the
requirements of section thirteen hundred sixty-seven of this title for
gaming conducted on tribal lands as a condition of offering mobile
sports wagering under this section;

(ii) To waive the Indian Tribe's exclusive geographic right to offer
and conduct mobile sports wagering, but not otherwise;

(iii) To remit payment to the state equal to tax on sports wagering
revenue imposed under section thirteen hundred sixty-seven of this title
with respect to mobile sports wagering;

(iv) Not to offer or to conduct mobile gaming other than mobile sports
wagering pursuant to this section unless such mobile gaming is otherwise
authorized by state or federal law; and

(v) To 1locate the server or other equipment used by the Indian Tribe
or its agent to accept mobile sports wagering at a casino as defined in
paragraph (e) of subdivision one of section thirteen hundred sixty-seven
of this title that has applied for and is eligible to register as an
operator of mobile sports wagering pursuant to this section and to pay
the actual cost of hosting the server or other equipment as determined
by the commigssion.

(c) All agreements entered into casinos and Indian Tribes with respect
to hosting mobile sports wagering platforms for an Indian Tribe:

(i) Must be approved by the commission prior to taking effect and
before registration of the casino or Indian Tribe as an operator under
this section;

(ii) Must provide that the Indian Tribe may, at its sole discretion,
terminate the agreement and all commitments, undertakings and waivers
made by the Indian Tribe thereunder, except that the Indian Tribe's
waiver of its exclusive geographic right to offer and conduct mobile
sports wagering shall survive the termination of the agreement;
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(iii) Shall be limited in applicability solely to the Indian Tribe's
operation of mobile sports betting and shall not extend to any other
operation or activity of the Indian Tribe; and

(iv) Shall not create any rights or privileges to any third party who
is not a party to the agreement, except that the commission shall have
the power to enforce the agreement including by revoking or suspending
the registration of a party that fails to comply with its obligations
under the agreement.

(d) No mobile sports wagering may be conducted within an Indian
Tribe's exclusive geographic area unless the Indian Tribe with exclusive
geographic right to that area is registered as an operator wunder this
section. Operators shall use geo-location and geo-fencing technology to
ensure that mobile sports wagering is not available to persons who are
physically located in an Indian Tribe's exclusive geographic area,
unless the Indian Tribe with exclusive geographic right to that area is
registered as an operator under this section.

3-b. (a) The commission shall promulgate requlations to implement the
provisions of this section, including:

(i) the development of the initial form of the application for regis-
tration;

(ii) responsible protections with regard to compulsive play safequards
for fair play;

(iii) requiring that operators adopt controls to prevent minors from
creating accounts and placing wagers;

(iv) requiring that operators adopt controls to maintain the efficien-
cy of self-exclusion limits; and

(v) requiring that operators utilize commercially reasonable techno-
logical means of verifyving account holders' identities.

(b) The commission shall prescribe the initjial form of the application
for registration, for operators, which shall require, but not be limited
to:

(i) the full name and principal address of the operator;

(ii) if a corporation, the name of the state in which incorporated and
the full names and addresses of any partner, officer, director, share-
holder holding ten percent or more equity, and wultimate equitable
owners;

(iii) if a business entity other than a corporation, the full names
and addresses of the principals, partners, shareholders holding five
percent or more equity, and ultimate equitable owners;

(iv) whether such corporation or entity files information and reports
with the United States Securities and Exchange Commission as required by
section thirteen of the Securities Exchange Act of 1934, 15 U.S.C. §S§
78a-78kk; or whether the securities of the corporation or entity are
reqularly traded on an established securities market in the United
States;

(v) the type and estimated number of contests to be conducted annual-
ly; and

(vi) a statement of the assets and liabilities of the operator.

(¢) The commission may require the full names and addresses of the
officers and directors of any creditor of the operator, and of those
stockholders who hold more than ten percent of the stock of the credi-
tor.

(d) Upon receipt of an application for registration for each individ-
ual listed on such application as an officer or director, the commission
shall submit to the division of criminal justice services a set of fing-
erprints, and the division of criminal justice services processing fee
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imposed pursuant to subdivision eight-a of section eight hundred thir-
ty-seven of the executive law and any fee imposed by the federal bureau
of investigation. Upon receipt of the fingerprints, the division of
criminal justice services shall promptly forward a set of the individ-
ual's fingerprints to the federal bureau of investigation for the
purpose of a nationwide criminal history record check to determine
whether such individual has been convicted of a criminal offense in any
state other than New York or in a federal jurisdiction. The division of
criminal justice services shall promptly provide the requested criminal
history information to the commission. For the purposes of this section,
the term "criminal history information™ shall mean a record of all
convictions of crimes and any pending criminal charges maintained on an
individual by the division of criminal justice services and the federal
bureau of investigation. All such criminal history information sent to
the commission pursuant to this subdivision shall be confidential and
shall not be published or in any way disclosed to persons other than the
commission, unless otherwise authorized by law.

(e) Upon receipt of criminal history information pursuant to paragraph
(d) of this subdivision, the commission shall make a determination to
approve or deny an application for registration; provided, however, that
before making a determination on such application, the commission shall
provide the subject of the record with a copy of such c¢riminal history
information and a copy of article twenty-three-A of the correction law
and inform such prospective applicant seeking to be credentialed of his
or her right to seek correction of any incorrect information contained
in such criminal history information pursuant to the requlations and
procedures established by the division of criminal justice services.
The commission shall deny any application for registration, or suspend,
refuse to renew, or revoke any existing registration issued pursuant to
this article, upon the finding that the operator or registrant, or any
partner, officer, director, or shareholder:

(i) has knowingly made a false statement of material fact or has
deliberately failed to disclose any information required by the commis-
sion;

(ii) has had a gaming registration or license denied, suspended, or
revoked in any other state or country for just cause;

(iii) has legally defaulted in the payment of any obligation or debt
due to any state or political subdivision; or

(iv) has at any time knowingly failed to comply with any requirement
outlined in this section, any other provision of this article, any requ-
lations promulgated by the commission or any additional requirements of
the commission.

(f£) All determinations to approve or deny an application pursuant to
this article shall be performed in a manner consistent with subdivision
sixteen of section two hundred ninety-six of the executive law and arti-
cle twenty-three-A of the correction law. When the commission denies an
application, the operator shall be afforded notice and the right to be
heard and offer proof in opposition to such determination in accordance
with the regulations of the commission.

4. (a) As a condition of registration in New York state, each operator
shall implement the following measures:

(i) limit each authorized sports bettor to one active and continuously
used account on their platform, and prevent anvone they know, or should
have known to be a prohibited sports bettor from maintaining accounts or
participating in any sports wagering offered by such operator;
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(ii) adopt appropriate safequards to ensure, to a reasonable degree of
certainty, that authorized sports bettors are physically located within
the state when engaging in mobile sports betting;

(iii) prohibit minors from participating in any sports wagering, which
includes:

(1) if an operator becomes or is made aware that a minor has created
an account, or accessed the account of another, such operator shall
promptly, within no more than two business days, refund any deposit
received from the minor, whether or not the minor has engaged in or
attempted to engage in sports wagering; provided, however, that any
refund may be offset by any prizes already awarded;

(2) each operator shall provide parental control procedures to allow
parents or guardians to exclude minors from access to any sports wager-
ing or platform. Such procedures shall include a toll-free number to
call for help in establishing such parental controls; and

(3) each operator shall take appropriate steps to confirm that an
individual opening an account is not a minor;

(iv) when referencing the chances or likelihood of winning in adver-
tisements or upon placement of a sports wager, make clear and conspicu-
ous statements that are not inaccurate or misleading concerning the
chances of winning and the number of winners;

(v) enable authorized sports bettors to exclude themselves from sports
wagering and take reasonable steps to prevent such bettors from engaging
in sports wagering from which they have excluded themselves;

(vi) permit any authorized sports bettor to permanently close an
account registered to such bettor, on any and all platforms supported by
such operator, at any time and for any reason;

(vii) offer introductory procedures for authorized sports bettors,
that shall be prominently displaved on the main page of such operator
platform, that explain sports wagering;

(viii) implement measures to protect the privacy and online security
of authorized sports bettors and their accounts;

(ix) offer all authorized sports bettors access to his or her account
history and account details;

(x) ensure authorized sports bettors' funds are protected upon deposit
and segregated from the operating funds of such operator and otherwise
protected from corporate insolvency, financial risk, or criminal or
civil actions against such operator;

(xi) list on each website, in a prominent place, information concern-
ing assistance for compulsive play in New York state, including a toll-
free number directing callers to reputable resources containing further
information, which shall be free of charge;

(xii) ensure no sports wagering shall be based on a prohibited sports
event;

(xiii) permit account holders to establish self-exclusion gaming
limits on a daily, weekly, and monthly basis that enable the account
holder to identify the maximum amount of money an account holder may
deposit during such period of time;

(xiv) when an account holder's lifetime deposits exceed two thousand
five hundred dollars, the operator shall prevent any wagering until the
patron immediately acknowledges, and acknowledges each year thereafter,
that the account holder has met the deposit threshold and may elect to
establish responsible gaming limits or close the account, and the
account holder has received disclosures from the operator concerning
problem gambling resources;
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(xv) maintain a publicly accessible internet page dedicated to respon-
sible play, a link to which must appear on the operator's website and in
any mobile application or electronic platform on which a bettor may
place wagers. The responsible play page shall include: a statement of
the operator's policy and commitment to responsible gaming; information
regarding, or links to information regarding, the risks associated with
gambling and the potential signs of problem gaming; the availability of
self-imposed responsible gaining limits; a link to a problem gaming
webpage maintained by the office of addiction services and supports; and
such other information or statements as the commission may require by
rule; and

(xvi) submit annually a problem gaming plan to the commission that
includes: the objectives of and timetables for implementing the plan;
identification of the persons responsible for implementing and maintain-
ing the plan; procedures for identifving users with suspected or known
problem gaming behavior; procedures for providing information to users
concerning problem gaming identification and resources; procedures to
prevent gaming by minors and self-excluded persons; and such other prob-
lem gaming information as the commission may require by rule.

(b) Operators shall not directly or indirectly operate, promote, or
advertise any platform or sports wagering to persons located in New York
state unless registered pursuant to this article.

(c) Operators shall not offer any sports wagering based on any prohib-
ited sports event.

(d) Operators shall not permit sports wagering by anyone they know, or
should have known, to be a prohibited sports bettor.

(e) Advertisements for contests and prizes offered by an operator
shall not target prohibited sports bettors, minors, or self-excluded
persons.

(f) Operators shall prohibit the use of third-party scripts or script-
ing programs for any exchange wagering contest and ensure that measures
are in place to deter, detect and, to the extent reasonably possible,
prevent cheating, including collusion, and the use of cheating devices,
including use of software programs that submit exchange wagering sports
wagers unless otherwise approved by the commission.

(g) Operators shall develop and prominently display procedures on the
main page of such operator's platform for the filing of a complaint by
an authorized sports bettor against such operator. An initial response
shall be given by such operator to such bettor filing the complaint
within forty-eight hours. A complete response shall be given by such
operator to such bettor filing the complaint within ten business days.
An authorized sports bettor may file a complaint alleging a violation of
the provisions of this article with the commission.

(h) Operators shall maintain records of all accounts belonging to
authorized sports bettors and retain such records of all transactions in
such accounts for the preceding five years.

(i) The server or other equipment which is used by an operator to
accept mobile sports wagering shall be located in the 1licensed gaming
facility in accordance with regqulations promulgated by the commission.

() All mobile sports wagering initiated in this state shall be deemed
to take place at the licensed gaming facility where the server or other
equipment used by an operator to accept mobile sports wagering is
located, regardless of the authorized sports bettor's physical location
within this state.

(k) All mobile sports wagering shall be conducted in compliance with
this section and section thirteen hundred sixty-seven of this title.
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(1) Permit an Indian Tribe pursuant to paragraph (a) of subdivision
three-a of this section to place at the licensed gaming facility the
server or other equipment by which the Indian Tribe may accept mobile
sports wagering, and to make commercially reasonable accommodations as
may be necessary to place and operate the Indian Tribe's server or other
equipment.

5. (a) Subject to regulations promulgated by the commission, casinos
may enter into agreements with operators or affiliates to allow for
authorized bettors to sign up to create and fund accounts on mobile
sports wagering platforms offered by the casino.

(b) Authorized sports bettors may sign up to create their account on a
mobile sports wagering platform in person at a casino, or an affiliate,
or through an operators internet website accessed via a mobile device or
computer, or mobile device applications.

(¢) Authorized sports bettors may deposit and withdraw funds in their
account on a mobile sports wagering platform in person at a casino, or
an affiliate, electronically recognized payment methods, or via any
other means approved by the commission.

(d) In accordance with requlations promulgated by the commission,
casinos may enter into agreements with affiliates to locate self-service
mobile sports betting kiosks, which are owned, operated and maintained
by the casino, and connected via the internet to the casino, upon the
premises of the affiliate. Authorized sports bettors may place account
wagers, and place and redeem non-account cash wagers, at such kijiosks.

(e) All agreements entered into between casinos and affiliates in
relation to the provisions of this section shall be approved by the
commission prior to taking effect and shall include a plan for the time-
ly payment of ljiabilitjies due to the affiliate under the agreement;
provided, however, that the commission shall not approve any such agree-
ment between a casino and a racetrack licensed pursuant to this chapter
or an operator of video lottery gaming at Agqueduct licensed pursuant to
section one thousand six hundred seventeen-a of the tax law, until
twelve months after the effective date of this paragraph; and provided,
further, that the commission shall not approve any such agreement
between a casino and a professional sports stadium or arena, until twen-
ty months after the effective date of this paragraph.

6. The commission shall annually cause a report to be prepared and
distributed to the governor and the legislature on the impact of mobile
sports wagering on problem gamblers in New York. The report shall
include an assessment of problem gaming among persons under the age of
thirty. The report shall be prepared by a non-governmental organization
or entity with expertise in serving the needs of persons with gambling
addictions. The report shall be prepared and distributed under the
supervision of and in coordination with the commission. The costs asso-
ciated with the preparation and distribution of the report shall be
borne by operators and the commission shall be authorized to assess a
fee against operators for these purposes. The commission shall also
report periodically to the governor and the legislature on the effec-
tiveness of the statutory and requlatory controls in place to ensure the
integrity of mobile sports wagering operations.

§ 3. Section 104 of the racing, pari-mutuel wagering and breeding 1law
is amended by adding a new subdivision 24 to read as follows:

24. To requlate sports wagering in New York state.

§ 4. Severability clause. If any provision of this act or application
thereof shall for any reason be adjudged by any court of competent
jurisdiction to be invalid, such judgment shall not affect, impair, or
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invalidate the remainder of the act, but shall be confined in its opera-
tion to the provision thereof directly involved in the controversy in
which the judgment shall have been rendered.

§ 5. This act shall take effect immediately.
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Sponsors’ Bill For Legislative Bill on Mobile Sports Wagering

NEW YORK STATE SENATE
INTRODUCER'S MEMORANDUM IN SUPPORT
submitted in accordance with Senate Rule VI. Sec 1

BILL NUMBER: S1183

SPONSOR: ADDABBO

TITLE OF BILL:

An act to amend the racing, pari-mutuel wagering and breeding law, in
relation to regulation of sports betting

PURPOSE :
To update the existing provisions of law which allow the four upstate

casino gaming resorts to conduct sports betting in the event of a change
in the federal law which currently prohibits it.

SUMMARY OF PROVISIONS:

Section 1: Amends section 1367 of the Racing, Pari-Mutuel Wagering and
Breeding Law as follows:

*Expands and clarifies definitions;
*Prohibits sports betting on high school athletic events;

*Provides a listing of the individuals who are prohibited from partic-
ipating in sports betting;

*Clarifies that mobile sports wagers are made and take place upon
acceptance at the location of the server, regardless of the physical
location of the individual placing a wager;

*Clarifies the ability of casinos to place layoff bets and the authority
of the Gaming Commission to regulate how they are placed;

*Requires registration and reportin of mobile sports wagering licen-
sees.

*Requires license fee of $12 million for each agent authorized to
conduct mobile sports wagering.

*Requires the casinos to pay a royalty fee of .n of handle to the state
for sports governing bodies;

*Requires the casinos to pay a state tax of 8.5%, of gross sports wager-
ing revenue, not including mobile sports wagering revenue, which will be
subject to a 12% tax on gross revenue from mobile sports wagers;



*Clarifies that interactive fantasy sports are not included in the
provisions regulating sports betting conducted by casinos;

*Provides the ability for sports governing bodies to petition the Gaming
Commission to restrict certain wagers on sports events;

*Requires sports body governing authorities to have procedures with
respect to the protection of players;

*Requires the Gaming Commission to promulgate rules mandating that oper-
ators implement responsible gaming programs, including programs to
address potential problem gambling for individuals under the age of
Thirty;

*Establishes a third party integrity monitoring provider to assist in
investigations of unusual betting activity and suspicious betting activ-
ity;

*Provides a structure for investigations and data sharing between the
casinos, Gaming Commission, third party integrity monitor, and sports
governing bodies, and creates provisions to protect the private or
personally identifiable information shared in the course of such inves-
tigations, also preventing the use of such data for commercial purposes;

*provides authority for Gaming Commission to enter into agreements with
other states to share information for integrity monitoring purposes;

*Provides Gaming Commission to implement grievance procedure regulations
for sports bettors who allege a casino has not properly paid their bet;

*Provides the ability for sports governing bodies to require the use of
official league data for certain wagers on sports events; and *provides
for a civil penalty for violations of this section.

Section 2: Amends the Racing, Pari-Mutuel Wagering and Breeding Law by
adding a new section 1367-a which authorizes and regulates mobile sports
wagering as follows:

* Allows casinos to have up to two mobile sports wagering platforms and
brands, and to contract with up to two independent operators to provide
such platforms.

*Requires a casino offering a mobile sports betting platform to register
with the Gaming Commission;

*Requires any outside vendor offering a mobile sports betting platform
for a casino to be licensed as a casino vendor enterprise;

*Requires any sports bettor to be located in the State of New York when
placing a sports wager;

*Requires mobile sports betting platform operators to conform to a
series of safeguards similar to those required of interactive fantasy
sports operators;

* Authorizes sports bettors to sign up for their mobile sports betting
account in person at a casino or online;



*Requires that the Gaming Commission promulgate regulations with respect
to compulsive play safeguards for fair play;

*Requires certain minimum information to be included in an initial form
of application for registration;

*Requires the server used by a mobile sports wagering operator to be
located in the casino;

*Clarifies that mobile sports wagers are made and take place upon
acceptance at the location of the server, regardless of the physical
location of the individual placing a wager;

* Allows Native American Nations to voluntarily opt-in to participate in
mobile sports wagering, with such opt-in subject to a limited waiver of
sovereign immunity solely with respect to mobile sports wagering. Such
mobile sports wagering revenues will be subject to New York State taxa-
tion at the same rate as the State's licensed casinos. Native American
Nations can still conduct sports wagering for individuals physically
present at a Native American casino, if such Native American Nation does
not opt-in to a mobile sports wagering platform;

* Allows affiliates to enter into agreements with casinos to host mobile
sports wagering kiosks at their affiliate facilities.

Section 3: Clarifies the authority of the Gaming Commission to regulate
sports wagering.

Section 4: Severability clause. Section 5: Effective date.

JUSTIFICATION:

As part of the 2013 Upstate New York Gaming Economic Development Act,
the four upstate casino gaming resorts were granted the ability to
conduct sports betting should there be a change in federal law prohibit-
ing sports betting outside of certain states. On May 14, 2018 the United
States Supreme Court ruled the Professional and Amateur Sports
Protection act unconstitutional in Murphy v. National Collegiate Athlet-
ic Association which resulted in the federal prohibition being over-
turned. In preparation for such a situation, the Senate Committee on
Racing, Gaming and Wagering held a hearing in January on the topic of
sports betting which has led to the introduction of this legislation to
address a number of outstanding issues that are not addressed by the
current statute.

LEGISLATIVE HISTORY:

2020: S.17-D - Senate Finance Committee 2019: S.17-D - Passed Senate
57-5

2018: S. 7900-C - Senate Rules Committee



FISCAL IMPLICATIONS:

Around $79 million annually in betting revenues to New York State for
education based upon conservative market estimates. New York State could
receive a one-time increase in State revenue of $84 million in licensing
fees from operators.

EFFECTIVE DATE:
This act shall take effect immediately.
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1. Pari-mutuel Horse Racing (1939)

2. Bingo for Non-Profits (1957)

3. State operated Lottery (1966)

4. Games of Chance for Non-Profits (1975)

5. Maximum of Seven Casinos (2013)

Nothing specific on sports gambling.
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Not much of a factor - other than boxing - until the development of team
sports in the late 19t century.

* Increased interest after horse racing largely went out of existence in early 20t
century.

* But the big boost in sports betting comes with the development of the point
spread about 1940. Before that, how do you bet on favorites or underdogs in
football and basketball?

* Nobody knows for sure how the point spread was created, but it came from
Minneapolis in 1940’s. The “Minneapolis Line”

Early Sports

* Legal sports betting allowed in Nevada but largely unsuccessful until federal
tax on betting reduced in 1974. Live sports on TV increased interest.

Invention of the Spread
A Stroke of Brilliance

By Gerald Strine r@
Special to The Washington Post p' F ib I I
In nnoa canme nnito rartain incet whan avlng oo a

Betting




* Mid 1970’s NYC OTB plans to buy Madison Square
| Garden & make part of it a gambling site.

e 1984 OTB’s, Gov. & State Lottery propose parlay
wagering on sports. Blocked by Attorney General’s
opinion finding it was not a lottery.

* Early 1990’s State Lottery renews talk of parlay
wagering on sports; Helps lead to PASPA.

Ea r | y N Y Effo rtS | * 2016 Fantasy sports: Allowed as non-gambling.
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Sports Gambling

N

Plan Would Raise School Funds — If It’s Constitutional

Cuomo F 1gures Oclds on Sports Bettmg

which all state officials agree is that
state-sponsored single game wager-
ing is unconstitutional.

Few states have tried sports bet-
ting. In Delaware, a lottery similar
to Mr. Cuomo's proposal was run
during the 1976 football season and
earned about $250,000, said Peter M.
Simmons, who oversaw Delaware’s

game. But a lawsuit brought by the
National Football League — which
argued among other things that legal
gambling threw the integrity of the
game into doubt — cost Delaware
—N oormd.eraad I:I.y maore in legal fees than
i —a t earn rom the lottery.
== Continued = he logery.

The
Tribbet, decided it wasnt worth the




The 2013 NY
Casino/Sports

Gambling
Legislation

s
e

Idea was to allow sports gambling at the
private casinos under rubric of “casino
gambling.”

Now 4 private casinos in upstate NY.

Sports wagering legislation when “there has
been a change in federal law authorizing such
or upon a ruling of a court of competent
jurisdiction that such activity is lawful.”

Legislation largely follows NJ’s 2012 law on
sports gambling.

Placed in law to protect NY from potential
sports gambling in NJ.

Provision received little attention in 2013 vote.



Not from Wicked — Stephen Schwartz, Oscar
Wilde or Clair Booth Luce

But from British critic James Agate in 1938

My Fault !!

“No Good Deed
Goes Unpunished”




* Federal law — Professional and Amateur
Sports Protection Act [PASPA] of 1992.
partially designed to stop sports
gambling in New York.

* Banned most sports gambling in the

Sports Betting

E states.
LaW P rior to . Nevzflda was allowed to continue sports
gaming.
ZO 18 A * Other states such a Delaware, Oregon

and Montana were grandfathered in to
allow very limited sports betting.

* PASPA was challenged by New Jersey
which passed sports betting legislation
in 2012.




How Does
Sports

Wagering Work
after 2018 ?

2018 Murphy v. NCAA found PASPA
unconstitutional. Allowed sports
wagering throughout nation.

Bettor v. Casino or betting firm. Not
pari-mutuel.

Point spread over/under, Money line
wager, proposition, in-game parlays .

What percentage win/hold? House
edge/vigorish 6% Nevada last 3 years.
6.6% NJ 2020. 7% nationwide. Vigorish

2020 Football 23% of wagers in NJ and
44% in Nevada. Basketball 19% in NJ.
6% for baseball in NJ 11% in Nevada.



25 States
Have Sports
Gambling




What’s The Win

Nationally by
State”

¥y % A
Delaware 10.2 143 9.6
Wy % A 40.0% -33.0%
lowa - 193 416
W% A 115.8%
Wineis - - 1254
W% A
indiana - 416 136.4
¥y % A 228.1%
Michigan - ST 18.3
W% A
Mississippi 152 445 437
W% A 192.9% -1.6%
Montana - - 2.2
¥y % A
New Hampshire - 0.0 236
¥y % A S2710.9%
New Jersey 940 2993 398.5
W% A 218.4% 33.1%
Nevada 1942 3291 262.8
WA 69.5% -20.2%
New York - 78 10.8
¥y % A 38.4%
oregon - 29 04
W% A 286.4%
Pennsylvania 2.5 111.7 269.9
W% A 4339.6% 141.6%
Rhode Island 1.0 17.8 241
¥y % A 1627.3% 35.2%
Tennessee - ST A
Wy %6




The

Skins/Brands

The 800-Ib DFS gorillas: Fan Duel and
DraftKings. FD has 56% of the NJ market in
January. overall 40% US. DK in 12 states.

Revenue way up but loss of S850 m in
2020.

Casino Corps: MGM, Wynn, Rivers/Rush
Street, Caesars, Bally’s Bet. Works, Golden
Nugget, Penn National

Foreign gambling corps:, Points Bet,
William Hill, bet 365, Unibet, Kambi

Lottery: Sci Games, IGT, Intralot
Media companies: Fox, The Score
Racing: Churchill Downs

Barstool/Penn National: Combo media
casinos



s
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e 13 states and the District of Columbia
have mobile sports wagering.

e The market is all in mobile.

e 2020 NY sports revenue increased by
over 39%. It’s less than 3% of New
Jersey’s.

Wa gering g * In the mobile states, we’re seeing 90%
| of wagering online and not in brick-
and-mortar stores.

Mobile v. Retail

* 95% mobile lllinois.
* January 2021 NJ —92.5% mobile.




Summary Table: Post-PASPA Sports Betting and Tax Cumulative Figures (all figures in millions except per capita columns)

Cumulative Cumulative Hold% Taxto  Est. Effective Total Tax per Tax per Capita
Start Last Report Handle Revenue Proxy State* Rate Population Capita annualized

Rhode Island
Washington D.C. ***
New Hampshire
Delaware ****
New Jersey
Tennessee
Oregon **
Pennsylvania
Montana **
Indiana
Mississippi
West Virginia
Illinois

lowa

Colorado
Michigan
Arkansas

New York

New Mexico
Total New States

Grand Total

Lottery single operator (IGT/WMH), mobile and retail

Lottery single operator (mobile, Intralot) and multiple retail operators
Lottery single operator (DKNG), mobile and retail

Lottery single operator (SGMS/WMH), retail only

Multiple operators, mobile and retail

Multiple operators, mobile only

Lottery single operator (mobile, SBTech} and multiple retail tribal operators

Multiple operators, mobile and retail

Lottery single operator (Intralot), mobile and retail

Multiple operators

Multiple operators,
Multiple operators,
Multiple operators,
Multiple operators,
Multiple operators,
Multiple operators,
Multiple operators,
Muitiple operators,
Multiple operators,

Multiple operators,

Sources: State filings, U.S. Census Bureau

, mobile and retail
retail only
mobile and retai
mobile and retail
mobile and retai
mobile and retail
retail only
retail only
retail only

retail only

mobile and retai

* Does not include licensing fees paid to states

** Assume lottery keeps 90%

22 Assume lottery keeps 90% + 10% retail revenue tax

Nov-18
May-20
Dec-19
Jun-18
Jun-18
Nov-20
Oct-19
Nov-18
Mar-20
Sep-19
Aug-18
Sep-18
Mar-20
Aug-19
May-20
Mar-20
Jul-19
Jul-1¢8
Oct-18

$458.7
$63.8
S2413
$247.2
$10,851.1
$131.4
$2635
$4,540.0
$18.2
$2,205.0
$834.8
$611.7
$941.7
5

a
1.2

$23,265.8
$12,096.9
$35,362.7

State Revenue Per Capita

51.0%
29.6%
46.4%
43.8%
13.5%
17.9%
$0.0%
25.7%
50.0%
9.6%
12.0%
10.0%
16.2%

6.8%

@astraffon




Three Models

for Legalization

s
e

Low Tax, / Entry Fee, Many Skins
Michigan: NJ

More competition, more promos for
players, Better payments to Sports teams
for sponsorships.

Michigan 8.4% tax. January Operators paid
won 13.3m.paid 18 promos

Higher Tax Several Skins Pa. 36% tax on
net revenue

Better State Revenue, competition

Lottery Monopoly Style Hight Tax New
Hampshire Rhode Island

Less promos More state revenue. Little
competition.



Governor’s

Budget
Proposal

Somewhat Sketchy.
Mobile Sports Wagering Allowed.

One or More Providers via Casinos
After a Competitive Bidding Process
Held by Gaming Commission.

Money distributed same as Lottery:
which means all to non-college
education.

Modeled like New Hampshire. High
Tax/ Monopoly or Oligopoly.

No added retail shops or betting at
sports venues.

Estimated at S500m to State



Legislative

Proposal

s
e

More Comprehensive — No lobbyist left behind.

Mobile Wagering based on site of server 2
skins per casino.

$12 million upfront fee per skin, Mobile tax of
12%.

Tribes can opt-in for mobile wagering at same
tax rate as the casinos.

OTB’s and racinos can serve as affiliates of
casinos allowing de facto retail wagering at
kiosks.

Sports venues can serve as affiliates if 15,000
seat capacity and play at top level of sport.

Bettors can register online.

Estimated State revenue of S79 M plus one
time S84 M upfront



Final Concerns

s
e

25 of 33 largest lobbyists have had interests in
last 3 years. None on Gov’s side. Full
employment for lobbyists.

Tribes = Major major issue. Can the tribes do
mobile sports without authorization? What
becomes of exclusivity? $166 million revenue
for budget. Seneca Nation not paying as is.

Server situs. Do we use the site of the server to
determine the location of commercial
transactions? Sales tax, insurance, stock
transfer tax, banking.

Downstate casinos. Will they get skins when
they open?

Problem Gambling: How do we integrate
payments to provide better service?
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Note: This report includes an Executive Summary and Appendices that are provided in separate
documents.

Introduction

The New York State Gaming Commission (“NYSGC” or “Client”) on September 10, 2019, issued
Request for Proposal (“RFP”) No. C190013V2 to “to provide a gaming market study in relation to the
evaluation of the gaming market in New York State and potential impacts of changes to that market both

within and outside of the State.” Spectrum Gaming Group (“Spectrum,
November 14, 2019, to undertake the study based on our RFP response.

we” or “our”) was selected on

The Client subsequently requested that Spectrum analyze the impacts that the COVID-19
pandemic would have on the New York gaming industry.

1. About This Report

a. RFP Questions and Requirements
The RFP issued by the NYSGC requires the following:

A. An analysis of the performance of commercial casinos, video lottery gaming facilities, and Native
American gaming facilities, including:

e Actual performance vs. market potential for all gaming activities, and if applicable, reasons for
deviation;

e  Total economic impact of the industry including an analysis of the incremental economic impact
of the [Upstate NY Gaming Economic Development] Act.

The analysis shall include factors impacting the New York gaming market, including a review
of relevant economic, demographic, tourism (domestic and international), and other
commercial factors that impact or may impact the gaming industry in New York such as
changes in status in neighboring states;

B. The economic, fiscal, and social implications of the awarding of up to three (3) additional commercial
casino licenses, including:

1. An understanding of the size and scope of the potential market, including economic, social
and fiscal implications;

2. Analysis of potential gross gaming revenue scenarios based on specific siting locations;

3. Examination of the impact Downstate legalization would have on the existing gaming industry
in New York and neighboring states;

4. Potential impact on any Downstate development should full-scale casino gambling be
authorized elsewhere in the region; and

5. Evaluation of optimal license fees and taxation rates;

C. The impact an Orange County-based VLT facility will have on existing gaming facilities and State
revenues, and the impact of such facility in the analysis conducted pursuant to Section 3.2 (B);

:‘*’; SPECTRUM New York Gaming Study 1




The impact of a change in taxation rates for existing video lottery and commercial casino games and
activities, including:

1. Anassessment of the impacts of rate equalization for video lottery gaming, commercial casino
gaming and Indian gaming activities;

2. Recommendations on modification of tax and commission rates under various scenarios;

3. Ananalysis of how a change in tax rates would affect the competitive dynamics of the existing
VLTs/casinos and tax revenues for the state; and

Analysis of the size and scope needed to achieve full revenue potential at each of the existing VLTs and
casinos, and analysis of the associated impacts of any such changes on surrounding gaming facilities.

Analysis of the potential market for other gaming and the impacts of each on the existing gaming
markets, including:

1. Sports wagering, only at commercial casinos;
2. Sports wagering expanded to video lottery gaming facilities and off-track betting facilities; and
3. Online sports wagering, lottery and video poker;
Analysis of the current distribution of pari-mutuel horse racing revenue, including:
1. The competitive market fundamentals of the Off-Track Betting corporations; and
2. Recommended modifications to the distribution schedules; and

The effect of modification of live racing requirements for pari-mutuel facilities, including evaluation of
impacts on purses and awards and the likely effects on the breeding industries.

b. Primary Methods Used

Spectrum deployed a 21-person team for this project, eight of whom are based in New York. We

relied on the following primary methods for our research and analysis:

Data collection: The NYSGC provides ample performance metrics for the forms of gambling
analyzed in this study, and it publishes them on a regular basis. Data used in this study were
the latest available. Spectrum also relied on other public data from state and federal agencies.
We also received private data for use in our analysis but which are not disclosed in this report.

Interviews: Spectrum interviewed 157 people in person, by telephone, or by email (Appendix
A). We endeavored to contact a wide range of stakeholders, whether they worked in the
gaming realm or not. Some desired interview subjects did not respond to, or declined, our
requests.

Financial modeling: Spectrum used a number of analytical tools and models to analyze gaming
data, population data, and geography. We further used some of these data as inputs for an
input-output economic forecasting model from Regional Economic Models Inc. (see Appendix
B), which measured the economic impacts of New York’s gaming industry at status quo and
under difference scenarios.

Field research: In 2019 and 2020, Spectrum visited 23 gaming facilities in New York and
conducted in-person interviews with numerous stakeholders. In addition to our eight New
York-based project professionals, Spectrum project professionals have spent a total of 14
person-days in New York.
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e Qurexperience: Spectrum has been providing independent research and professional services
related to the gaming industry since 1993, and many of Spectrum’s executives and associates
have been gaming regulators, operators or analysts for decades. We have conducted studies
or consultations in 40 U.S. states and territories and in 48 countries on six continents,
including for numerous state, tribal and national governments. Among Spectrum’s projects
are statewide gaming studies for the state governments of Connecticut, Florida, lowa,
Louisiana, Massachusetts, North Carolina, Ohio, and Washington. Spectrum professionals
participating in this project included experts in financial analysis, economics, finance, gaming
law and regulation, casino operations, sports wagering analysis, lottery operations, pari-
mutuel operations and analysis, public policy, tax policy, construction, and journalism.

Throughout the course of this project, we received a high level of cooperation from our research
sources and interview subjects throughout the state.

c. About Spectrum Gaming Group

Spectrum holds no beneficial interest in any casino operating companies or gaming equipment
manufacturers or suppliers. We employ only senior-level executives and associates who have earned
reputations for honesty, integrity and the highest standards of professional conduct. Spectrum’s work is
never influenced by the interests of past or potentially future clients.

Each Spectrum project is customized to our client’s specific requirements and developed from the
ground up. Our findings, conclusions and recommendations are based solely on our research, analysis and
experience. Our mandate is not to tell clients what they want to hear; we tell them what they need to
know. We will not accept, and have never accepted, engagements that seek a preferred result.

Our 250-plus clients have included government entities of all types, and gaming companies
(national and international) of all sizes, both public and private. In addition, our professionals have
testified or presented before the following governmental bodies:

e Brazil Chamber of Deputies

British Columbia Lottery Corporation

California Assembly Governmental Organization Committee

Connecticut Public Safety and Security Committee

Florida House Select Committee on Gaming

Florida Senate Gaming Committee

Georgia House Study Committee on the Preservation of the HOPE Scholarship Program
Georgia Joint Committee on Economic Development and Tourism

Illinois Gaming Board

e lllinois House Executive Committee

e |ndiana Gaming Study Commission

e |ndiana Horse Racing Commission

e International Tribunal, The Hague

e |owa Racing and Gaming Commission

e Louisiana House and Senate Joint Criminal Justice Committee

e Massachusetts Gaming Commission

e Massachusetts Joint Committee on Bonding, Capital Expenditures, and State Assets
e Michigan Senate Regulatory Reform Committee
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Missouri House Special Interim Committee on Gaming
National Gambling Impact Study Commission

New Hampshire Gaming Study Commission

New Jersey Assembly Regulatory Oversight and Gaming Committee
e New Jersey Assembly Tourism and Gaming Committee

o New Jersey Senate Legislative Oversight Committee

o New Jersey Senate Wagering, Tourism & Historic Preservation Committee
e New York Senate Racing, Gaming and Wagering Committee
o New York State Economic Development Council

e North Dakota Taxation Committee

e Ohio House Economic Development Committee

e Ohio Senate Oversight Committee

e Pennsylvania Gaming Control Board

e Pennsylvania House Gaming Oversight Committee

e Puerto Rico Racing Board

e Resilient Louisiana Commission, Gaming Task Force

e U.S. House Congressional Gaming Caucus

e U.S. Senate Indian Affairs Committee

e U.S. Senate Permanent Subcommittee on Investigations

e U.S. Senate Select Committee on Indian Gaming

e U.S. Senate Subcommittee on Organized Crime

e  Washington State Gambling Commission

e West Virginia Joint Standing Committee on Finance

e World Bank, Washington, DC

Disclaimer

Spectrum has made every reasonable effort to ensure that the data and information contained in
this study reflect the most accurate and timely information possible. The data are believed to be generally
reliable. This study is based on estimates, assumptions, and other information developed by Spectrum
from its independent research effort, general knowledge of the gaming industry, and consultations with
the New York State Gaming Commission and its representatives. Spectrum shall not be responsible for
any inaccuracies in reporting by the State or its agents and representatives, or any other data source used
in preparing or presenting this study. The data presented in this study were collected through the cover
date of this report. Spectrum has not undertaken any effort to update this information since this time.

Some significant factors that are unquantifiable and unpredictable — including, but not limited to,
economic, governmental, managerial and regulatory changes; and acts of nature — are qualitative by
nature and cannot be readily used in any quantitative projections. No warranty or representation is made
by Spectrum that any of the projected values or results contained in this study will actually be achieved.
We shall not be responsible for any deviations in the project’s actual performance from any predictions,
estimates, or conclusions contained in this study.

This study is qualified in its entirety by, and should be considered in light of, these limitations,
conditions and considerations.
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d. Common Terms and Definitions

The following terms and definitions are used throughout this report:

e Advance Deposit Wagering (“ADW”): A form of pari-mutuel wagering in which a person
establishes an account with an account wagering licensee and subsequently communicates
via telephone or other electronic media to the account wagering licensee wagering
instructions concerning the funds in such person’s account and wagers to be placed on the
account owner’s behalf.

e Betting Interest: Commonly called a “bint,” this is one or more horses identified by a single
program number for wagering purposes.

e C(Class: Indian gaming is classified as follows:

o Class Il games are comprised of typical games found in commercial casinos —slots
and live table games.

o (Class Il allows only bingo and bingo-format games, whether or not electronic,
computer or other technical aids are involved.

o (Class I involves traditional tribal games, as well as social gaming for Indian tribes
for minimal prizes and is not related to gaming facilities; is not relevant in this
project for the State of New York.

e Commercial Casino: A State-regulated casino offering both slots and table games, of which
there are four in New York.

e Commingled Pari-Mutuel Pool: Wagers from different operators or jurisdictions bet into a
single pool (or tote, or pari-mutuel) to calculate/determine the odds and payoffs.

e Digital: Betting that takes place via internet or mobile channels, as opposed to retail.

e Electronic Gaming Device (“EGD”): Umbrella term for any slot-like gambling machine,
including a casino slot machine, video gaming terminal, video lottery terminal, video poker
machine, and historical horse racing machine. Regardless of their internal configuration, all
are designed to provide a gambling experience similar to that of a traditional casino slot
machine or video poker machine.

e Electronic Table Game (“ETG”): An automated, electronic version of traditional casino table
games such as blackjack, roulette, baccarat and others.

e Field Size: The number of horses in a race.
e Gaming Facility: Umbrella term for commercial casinos, Indian casinos, and VLT facilities.

e Gross Gaming Revenue (“GGR”) or Win: The amount of money players wager minus the
amount players win (Handle X Hold% = GGR), before any expenses or taxes have been
deducted.

e Handle: The total amount of money wagered.

e Hold or Gross Win Percentage: The percentage of money the bookmaker or house holds onto
after all bets have been settled. It is the inverse of the payout percentage.

e Host Fee: The royalty for importing a horse-racing signal for simulcast wagering purposes.
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o ilLottery: Lottery games that are played or purchased online in formats that include draw
games, digital-instant games, and other games of chance.

e Internet Gaming: Casino-style games played via mobile device, personal computer or other
personal online device. Commonly called “iGaming.”

e Mobile Gaming: A prominent channel for digital gaming, with games typically played via an
operator’s app.

e MSA: Metropolitan Statistical Area. A U.S. Census-designated market area.

e Off-Track Betting (“OTB”): Any state-sanctioned facility that accepts wagers on races run at
locations other than where the wager is made.

e Pari-Mutuel: A form of wagering — typically used in horse racing —in which all bets on an event
are pooled, and payoff odds are calculated by sharing the pool among all winning bets. The
operator/provider deducts a “takeout” from all wagers.

e Racino: A term combining “racetrack” and “casino” used to identify a gaming facility that has
both racing and gaming offerings. For example, New York’s VLT facilities are frequently
termed racinos.

e State: When capitalized, it refers to the State government of New York.

e Video Lottery Terminal (“VLT”): Similar to a slot machine but configured to conform to a
state’s lottery laws and regulations.

e VLT Facility:1 A New York facility authorized to operate video lottery terminals.
e Win: Another term for Gross Gaming Revenue; see above.

e Win per Unit (“WPU”): The average daily win (i.e., GGR) generated for each slot machine or
VLT. A common industry measurement of gaming performance.

2. Sorting Pieces of New York’s Complex Gaming Puzzle

The paradox that is gaming in New York begins with the unassailable fact that gaming is largely a
creature of the political process, wholly dependent on decisions that are rarely put through an economic
calculus. Often, the decisions have been more dependent on what is politically achievable or
advantageous.

That hardly makes New York an outlier. Indeed, that can easily describe the growth of the gaming
industry throughout the United States. Any industry that relies for its existence on political processes and
calculations will be shaped by those political forces, which will determine everything from the location of
gaming facilities to the tax rates, and to the forms of gaming that will be allowed.

Concurrently, the gaming industry in New York and elsewhere is being shaped by — and arguably
roiled by — powerful trends that have nothing to do with politics, ranging from advances in technology to

1 Five New York VLT facilities include the word “casino” in their proper name despite not being classified as casinos
by the State of New York: Empire City Casino, Jake’s 58 Casino Hotel, Resorts World Casino New York City, Saratoga
Casino Hotel, and Vernon Downs Casino Hotel.
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shifts in consumer preferences. Most significantly, the power of unforeseen forces was made clear by the
global spread of COVID-19 and its social and economic impact. In New York, if the state’s gaming facilities
remain closed for two months, the economic loss to the State would exceed S$1 billion, according to a
study released by the American Gaming Association.?

The gaming industry in the United States — which saw roughly 1,000 casinos close their doors
because of the pandemic, cutting off nearly all forms of revenue for several months — is emblematic of
how consumer-facing industries have been pummeled by the pandemic, but is not alone. At the same
time, the gaming industry is not alone in wondering what the long-term impacts of this pandemic will be,
even after it has run its course.

Governor Andrew Cuomo summed this up in a March interview in the New York Times, stating:
“We’ll have a different country — better or worse, | don’t know. It will have a different personality. It will
be more fearful. Less trusting. But maybe there will be a greater need for intimacy.”?

a. Adapting to Shifting Environment

Even prior to this pandemic, forces that were already shaping the future of gaming were
themselves moving in new directions. The 2018 decision by the U.S. Supreme Court to overturn the 1992
Professional and Amateur Sports Protection Act (“PASPA”) had been the most visible catalyst that was
driving changes in gaming practices, but that decision was not an isolated phenomenon.

Years before that decision was handed down, the need for the gaming industry to adapt to a
shifting environment was already apparent. Every major segment of the U.S. gaming industry — including
casinos, pari-mutuel facilities and lotteries — has long recognized that its core demographic was aging, and
emerging consumers were less likely to engage in the same behaviors.

The gaming industry — as with all consumer-facing industries — has been forced to create its own
digital future, within those legal and political constraints. As consumers move more of their disposable
time and income to a digital world, industries must adapt or wither away, regardless of political
preferences. The best example of this is that gaming facilities recognize that the casino floor — as it has
existed for decades — is declining in popularity, and operators face growing pressure to adapt. But they
face political and regulatory limitations.

That reality is critical, but it does not paint the entire portrait of the gaming landscape in New
York, or elsewhere. The reality is that gaming builds on what already exists.

This means that there are few “off switches” in gaming. For example, once a gaming facility has
been approved and constructed and becomes operational, that decision cannot be easily undone without

2 Robert Harding, “NY could lose $1B in economic activity if casinos remain closed due to COVID-19,” Auburn Public
Citizen, March 25, 2020. https://auburnpub.com/news/local/govt-and-politics/ny-could-lose-b-in-economic-
activity-if-casinos-remain/article eaea02df-76ee-5d7d-97ea-bda31ddef8a6.html

3 Maureen Dowd, “Let’s ‘Kick Coronavirus’s Ass,” “ New York Times, March 27, 2020.
https://www.nytimes.com/2020/03/27/opinion/cuomo-new-york-coronavirus.html
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prompting wrenching changes for communities, for the individuals who work there, and for those who
work in businesses that sell to, or are dependent on, those facilities.

Similarly, once a state creates a lottery — relying on a particular business model that is quite similar
to the business model adopted by lotteries in other states — the decision cannot, for all practical purposes,
be undone without creating fiscal chaos for the state and economic upheaval for the retailers and others
who have built their business models upon the lottery’s operating model.

The notion that gaming must build upon what already exists started with the growth of the racing
industry, which was not only among the first forms of legal gaming to dot the national landscape but has
also been the first to face declines in popularity, wrought in part by demographic shifts.

This reality powered the expansion of gaming in New York and elsewhere, a result of the need to
give pari-mutuel facilities new revenue streams that could be channeled into everything from enhanced
facilities to increases in purses, among other benefits.

Notably, some of the current gaming facilities that were authorized to participate in expanded
forms of gaming are situated on sites that have been hosting races for more than a century, such as
Aqueduct, which opened in September 1894.% The first Thoroughbred meet in Saratoga Springs was run
in August 1863, one month after the Battle of Gettysburg.®

Clearly, the present was built on the past, and the future must rest on the foundation of the
present, regardless of whether decisions made decades ago — or centuries ago — present the most sensible
foundation for future gaming policies.

The result is that New York has become the most visible example of yet another inherent paradox
in gaming policy: An industry that rests on an old foundation cannot be easily steered in new directions.
That challenge becomes particularly difficult when the technological, demographic and fiscal pressures
for change are relentless.

b. Gaming in New York: Emblematic and Unique

Time pressures make the need for change even more acute in New York. Questions exist as to
whether certain changes to the gaming landscape in New York — such as the introduction of mobile sports
wagering — require amending the State Constitution. The amendment process in New York — as in many
other states — was clearly designed to promote thoughtful change, rather than rapid change.

Spectrum’s report makes clear that New York should acknowledge the benefits of fast-tracking
but should rely significantly on which policies and licensing decisions will provide the greatest long-term
benefit. A significant challenge is to avoid applying long-term solutions to solve problems of limited
duration.

4 New York Racing Association, “History of Aqueduct.” https://www.nyra.com/agueduct/about/history-of-
aqueduct (accessed February 16, 2020)

5 Saratoga Race Track, “Discover the Storied History of Saratoga Race Course.”
https://www.saratogaracetrack.com/about/history-saratoga-race-course/ (accessed February 16, 2020)
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New York does not, in any sense, hold a monopoly on such challenges, nor are most of its core
issues unique. Numerous states have built gaming industries on the foundation of an existing pari-mutuel
industry, and several states have the challenge of endeavoring to balance the interests of commercial
gaming and Indian gaming operations.

The difference in New York is that the challenges are most acute here. Indeed, as New York also
quickly became a domestic epicenter of the COVID-19 pandemic, the challenges compound. The State
needs quick economic action, and it must simultaneously balance the needs and interests of multiple
forms of gaming.

Quite significantly, every state that offers some form of casino gaming is also home to a state
lottery — with the notable exception of Nevada, the state most dependent on gaming taxes. New York is
home to the largest state lottery in terms of revenue, recording more than $8 billion in sales last year.® As
lotteries expand and endeavor to capture new players, a trend is occurring throughout the nation in which
lotteries and other gaming operators compete in the online space. New York will likely follow suit, but the
State’s dependence on its successful lottery will accentuate the need to ensure convergence, rather than
competition between these forms of gaming.

Similarly, New York is not alone in hosting both commercial and Indian gaming. That duality is
present to some degree in states such as Florida, Louisiana and Michigan. For example, Michigan hosts
both commercial and Indian casinos, but the commercial casinos are concentrated in Detroit, not near the
relatively rural areas where the Indian casinos operate. In New York, the commercial casinos, the VLT
facilities and the Indian casinos are spread throughout the state, creating a variety of competitive
scenarios between Indian and commercial properties, and between commercial casinos and VLT facilities.

The complexity of gaming in New York is more intense than in most states, not only because
gaming is so expansive and in so many forms, but because of the state’s intricate geography and economy.

While other states juggle the differing needs and policy goals of urban and rural areas, as well as
between Indian and commercial gaming, New York again takes this to new levels in a state that fans out
like a funnel in multiple directions.

The greatest paradox within gaming in New York State is the reality that, even though the state
offers such a broad mix of gaming offerings, it is also home to the nation’s largest urban center, the global
capital of multiple industries ranging from finance to media.

c. Building Gaming’s Future

The addition of a commercial casino in the New York City area — either through issuing commercial
licenses to one or both VLT facilities in the region or by approving a new property — would profoundly
alter the gaming landscape in New York, and arguably throughout the nation.

6 “La Fleur’s Fiscal 2019 Report,” lafleurs.com. https://lafleurs.com/magazine-feature/2019/09/09/la-fleurs-fiscal-
2019-report/
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One canvas Upstate shows a portrait that is nearly complete, while another Downstate is nearly
blank. In learning from its own past as well as from others, New York can best advance gaming policy by
taking particular care with the nearly blank canvas of New York City.

As our report makes clear, policymakers need to ensure that whatever gets authorized in the
nation’s largest metropolitan area will serve the interest of New Yorkers for decades to come. Whatever
entities are granted the privilege of commercial casino licensure in that market — whether they are existing
VLT operators or new entrants — must rise to the challenge of developing projects that are iconic, that are
sufficiently capitalized to capture and expand multiple market segments and that advance public policies
that will serve the entire state.

Layered on to that paradox is the concept of expanding gaming by embracing new technologies
and new ways to wager, such as the authorization of mobile gaming and sports wagering. Such potential
expansions, however tantalizing they may be, need to be examined and implemented with the same level
of care, without regard to the calendar or the current state of fiscal affairs.

Afailure to meet those challenges means that the future will look much like the present: The state
will have to live with what it has, and lost opportunities will never be regained.
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A.Impacts of COVID-19 Pandemic

As Spectrum neared completion of its engagement for the State of New York, the impacts of the
coronavirus disease 2019 (“COVID-19”) pandemic became pronounced throughout the state and country,
including the closure of all gaming facilities. Subsequently, the State requested that Spectrum assess and
project how the pandemic could impact the state’s gaming industry.

Note: Spectrum’s analyses concerning the impacts of the COVID-19 pandemic were concluded at
the end of October 2020 and reflect all available information as of that date. Subsequently, additional
casino re-closures and restrictions on dining and travel have impacted the gaming industry.

1. Economic Impacts on Gaming Industry

COVID-19 caused the temporary closure of every commercial and Indian gaming facility in the
country. American Gaming Association (“AGA”) President and CEO Bill Miller on March 19 said the closures
would cost the U.S. economy $43.5 billion in economic activity if they remain closed for eight weeks.
“Gaming is an economic engine, employing millions of local residents, generating community investment
through vital tax revenue, and supporting small businesses in communities all across the country,” Miller
said.” The AGA said the closures affect 652,000 gaming facility employees as well as more than 1 million
others who rely on gaming.®

As the gaming industry began to reopen, and initial results — both anecdotal and those reported
by state regulatory agencies — indicate relatively strong results in the first month. However, Spectrum
cautions that the longer-term impacts of the pandemic remain unknown, for the following reasons:

e The current result may not equal a trend.

e The $600-per-week federal unemployment benefit ended July 31, leaving the unemployed
with solely their state unemployment benefits, which Goldman Sachs reported average $370
per week.® Some states are topping up the unemployment compensation by $300 a week.

e The ongoing impacts of COVID-19 may result in further adjustments or re-closure of leisure
facilities, including those that provide gaming.

e Gaming patrons in different parts of the country, or within different regions of a state, may
have different reactions or sensitivity to visiting enclosed, high-volume establishments such
as gaming facilities.

7 “AGA CEO Statement on Economic Impact of COVID-19 on U.S. Casino Gaming Industry,” American Gaming

Association, March 19, 2020. https://www.americangaming.org/new/aga-ceo-statement-on-economic-impact-of-
covid-19-on-u-s-casino-gaming-industry/

8 “COVID-19’s Impact on U.S. Casino Industry, Workers and Local Communities,” American Gaming Association,
April 13, 2020. https://www.americangaming.org/wp-content/uploads/2020/03/AGA CV19 Factsheet-FINAL.pdf

% Pete Davidson, “Bye $600 jobless benefit, eviction reprieve, cash for small firms. COVID-19 relief ending,” USA
Today, June 22, 2020. https://www.usatoday.com/story/money/2020/06/22/cares-act-600-unemployment-other-
covid-19-relief-set-end/3211921001/
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Either by state directive or by operator choice, numerous casinos have reopened smoke-free
in light of COVID-19 being a respiratory disease. The implications of casinos being smoke-free
is unclear at this time, as is whether such policies are temporary.

As of October 28, a total of 914 U.S. gaming facilities had reopened and 80 were closed, according
to the AGA.?®

Figure 1: U.S. gaming facility reopening tracker, as of October 28

600
524

500 465 473
—\ 441

400

s

T

g

& 300

=]

[ &)

200

100
0
= o= = = = = 5 B = = l,‘- = [= = = c = = = = oo ob =) o [=1 [=! [=! 2 ra]
$I E‘: Eu = -2 2 4‘? 2 En = = Sﬁ =2 =2 =2 S : - = 3: 2 2 8 & & & 8 5 C_)' 8
SRR Y agITLggr gt RS e g oy ?Dag

—~Commercial Properties Open —Tribal Properties Open

Source: American Gaming Association. Note: AGA includes VLT facilities within commercial casinos.

A May 2020 national online survey of 3,851 casino patrons found material concerns about visiting
a casino in the near future, as shown in Figure 2 below. Many patrons, according to the survey and
according to the reality that has transpired since reopenings began, have made it clear that they are

changing their gaming habits.!

Figure 2: Survey of casino patrons regarding reopening casinos

. . . Visit After a Few Visit after There’s a
Visit Inmediately Weeks Vaccine

Visit the Same Visit Less

When Casinos No Plan to Return

Reopen, Do You Plan
to:

When Casinos

Visit More
Reopen, Do You Plan Amount
to:
Is Your Planned Daily Increase Stay the Same Decrease

Casino Gaming
Budget Going to:
Source: Meczka Marketing Research & Consulting

10 American Gaming Association, “COVID-19 Casino Tracker.” https://www.americangaming.org/research/covid-
19-casino-tracker/ (accessed September15, 2020)

11 Meczka Marketing Research & Consulting, “Casino Reopening Survey — National Results,” May 2020.
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Nationally, gaming operations lost a quarter to half of their 2020 GGR — potentially about $20
billion — during the roughly three to five months that most were closed. States, in turn, have lost an
estimated $2.6 billion in direct gaming-tax receipts from the commercial gaming facility sector.?

In New York, gaming facilities were ordered indefinitely closed by the governor on March 16,
2020." The commercial gaming facilities were allowed to open at 25 percent capacity on September 9,
2020. Empire remained closed until September 21. State tax revenues for the current fiscal year in the
April through September period declined by $526.5 million, or 91 percent, compared to with the same
period in 2019. Figure 3 below shows the dramatic year-over-year changes in New York GGR and State
gaming-tax receipts for the three-plus months after New York casinos and VLT facilities closed. In
summary, New York’s state-regulated gaming facilities have reported a year-over-year decline of $1.266
billion in gross gaming revenue (“GGR”) for the April-through-September period. The State directs all of
its VLT revenue and 80 percent of net casino revenue to education; the other 20 percent of casino revenue
is directed to certain localities.

12 Using blended U.S. gaming-tax rate of 23.3 percent on commercial gaming facilities, per American Gaming
Association data in State of the States 2020.

13 Joseph Spector, “Resorts World, Rivers closes casinos in New York City, Schenectady and Catskills amid
coronavirus spread,” Poughkeepsie Journal, March 16, 2020.
https://www.poughkeepsiejournal.com/story/news/politics/2020/03/16/resorts-world-closes-casinos-nyc-and-
catskills-amid-coronavirus-spread/5057589002/
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Figure 3: New York gaming facility performance comparison, first half of FY 2019 vs. FY 2020

Gaming GGR

April - Sept
2019

April - Sept
2020

Difference

% Change

RWNYC $349,232,613 $37,050,210 -$312,182,403 -89.4%
Nassau OTB $95,011,076 $12,723,146 -$82,287,930 -86.6%
Empire Casino $308,951,576 $18,838,070 | -$290,113,506 -93.9%
Jake's 58 $114,280,687 $12,324,666 -$101,956,021 -89.2%
Batavia Downs $32,314,274 $3,155,691 -$29,158,584 -90.2%
Fairgrounds Gaming $32,722,601 $2,867,980 -$29,854,621 -91.2%
Finger Lakes $54,474,669 $6,326,195 -$48,148,474 -88.4%
Saratoga $66,833,180 $5,390,078 -$61,443,102 -91.9%
Vernon Downs $15,888,957 $1,060,505 -$14,828,452 -93.3%
VLT Subtotal $1,069,709,634 $99,736,540 -$969,973,094 -90.7%
Del Lago $81,225,225 $5,333,093 -$75,892,133 -93.4%
Rivers Casino $85,904,496 $7,776,664 -$78,127,831 -90.9%
RW Catskills $113,219,519 $9,731,890 -$103,487,629 -91.4%
Tioga Downs $42,659,165 $3,278,619 -$39,380,547 -92.3%
Casino Subtotal $323,008,405 $26,120,266 -$296,888,140 -91.9%
Total GGR $1,392,718,039 $125,856,806 | $1,266,861,233 -91.0%

State Taxes

April - Sept
2019

$139,693,045 $14,820,084

April - Sept
2020

Difference

$124,872,961

% Change

RWNYC - -89.4%
Nassau OTB $42,754,984 $5,725,416 -$37,029,568 -86.6%
Empire Casino $155,372,231 $9,513,225 -$145,859,006 -93.9%
Jake's 58 $51,426,309 $5,546,100 -$45,880,210 -89.2%
Batavia Downs $12,640,505 $1,230,719 -$11,409,786 -90.3%
Fairgrounds Gaming $11,147,006 $975,113 -$10,171,893 -91.3%
Finger Lakes $28,354,755 $2,941,680 -$25,413,074 -89.6%
Saratoga $33,549,753 $2,506,386 -$31,043,367 -92.5%
Vernon Downs $5,410,833 $360,572 -$5,050,261 -93.3%
VLT Subtotal $480,349,422 $43,619,296 -$436,730,126 -90.9%
Del Lago $24,400,311 $1,800,517 -$22,599,794 -92.6%
Rivers Casino $29,988,724 $2,955,334 -$27,033,390 -90.1%
RW Catskills $30,283,465 $2,977,414 -$27,306,051 -90.2%
Tioga Downs $14,053,656 $1,187,125 -$12,866,532 -91.6%
Casino Subtotal $98,726,156 $8,920,390 -$89,805,766 -91.0%
Total GGR | $579,075,578 $52,539,685 | -$526,535,893 -90.9%

Source: New York State Gaming Commission. Note: Since the Monticello VLT facility permanently closed in April 2019, it is

excluded from these tables.

2. Pandemic and Relevant Historic Experience

Based on the economic impacts that the severe acute respiratory syndrome (“SARS”) virus had on

the economies of Southeast Asia in 2003, and the slow period of recovery that followed the Great

Recession of 2009, our analysis has suggested that the COVID-19 viral pandemic would cause U.S. gross

gaming revenues to plunge initially and then slowly recover to pre-COVID-19 levels before 2023. In this

section we examine how other events and conditions affected the gaming and leisure industries.
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The damage from a natural disaster such as a hurricane, tsunami, earthquake or flood is physical
and can destroy capacity. But once the damage is repaired, consumer habits and businesses gradually
return to normal. The 9/11 terrorist attacks deeply scarred the American psyche, but two weeks later
baseball returned, and the NFL season resumed after a one-week hiatus. In a viral outbreak, however, the
capacity remains intact but the demand changes — either because of government action or consumer
preference. People choose to stay away from potentially dangerous locales. The timing of their return is
essential to the success of any rebound, as is the willingness to spend post-epidemic.

a. Leisure Industry Analogous Experiences

The COVID-19 pandemic is the largest and most widespread viral outbreak since the 1918
influenza pandemic. But there are other recent outbreaks that are worth looking at from a tourism
perspective. Travel advisories are a primary reason for the decline in tourism; governments in the affected
areas often limit travel in and out of the area, and governments in other parts of the world warn travelers
not to visit the affected areas. Another primary reason is risk aversion. “The biggest driver of the
economics of pandemics is not mortality or morbidity but risk aversion, as people change their behavior
to reduce their chance of exposure,” said Dr. Dennis Carroll, director of the U.S. Agency for International
Development’s programs on new and emerging disease threats.'

A look at some of the viral outbreaks in this century and their effects on the leisure industry:

SARS/Asia: During the SARS outbreak, which began in southern China in November 2002 and
lasted about seven months, business and leisure travelers drastically cut back on flying. Asia-Pacific air
carriers saw revenue plunge $6 billion and North American airlines lost another $1 billion. The SARS
outbreak, as a result of its rapid international spread, predilection for medical personnel, and relatively
high case fatality ratio, captured the attention of professionals, politicians and the public worldwide.
Although the number of deaths from SARS was limited to 916 worldwide, it severely disrupted businesses
and travel to affected destinations.'® Based on figures from the World Tourism Organization, it reduced
international passenger traffic by 2.6 percent in the first four months of 2003. Travel to Asia Pacific
countries dropped by 10 percent to 50 percent in late March to April 2003. Tourist arrivals to Hong Kong
in April and May of 2003, the peak SARS-affected months, dropped by 64.8 percent and 67.9 percent,
respectively.

Singapore international tourist arrivals may serve as a proxy for how people react to epidemics
and the pace at which they return to the prior behavior patterns. Figure 4 below shows that by December
2003, one year after SARS had crippled travel, international air arrivals in Singapore had rebounded and
were only 11,739 arrivals, or 2.4 percent, below the December 2002 level.

1 Sharon Begley, “Flu-conomics: The next pandemic could trigger global recession,” Reuters, January 21, 2013.
https://www.reuters.com/article/us-reutersmagazine-davos-flu-economy/flu-conomics-the-next-pandemic-could-
trigger-global-recession-idUSBRE9OKOF820130121

15 World Health Organization. https://www.who.int/ith/diseases/sars/en/ (accessed July 6, 2020)
18 1bid.
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Figure 4: Singapore international visitor arrivals by air, 2001-2005
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Source: Singapore Tourism Board

While the above parallel may fit Upstate markets that have been less impacted by COVID-19, the
experiences of the Empire City, Resorts World New York City, and Jake’s 58 VLT facilities may be quite
different. These three properties are located in densely populated areas that were more heavily impacted
by COVID-19. The virulence of COVID-19 Downstate means the propensity of patrons to return to those
facilities may lag the opening of the Upstate operations. Many people remain hesitant to use public transit

or board buses to casinos.

Ebola/Africa: Ebola was first identified in 1976, and the largest outbreak to date was the epidemic
in West Africa, which occurred from December 2013 to January 2016, with 28,646 cases and 11,323
deaths. Most of the information regarding how that Ebola outbreak affected the leisure industry is
anecdotal. A Safaribookings.com poll of 500 tour operators in Africa found that 50 percent of operators
experienced cancellations due to fears about the virus and 69 percent said that they had experienced
noticeable declines in their future bookings.!” Liberia, one of the countries that was hit hard by Ebola, saw
average hotel occupancy during the crisis drop from nearly 70 percent to about 30 percent. Some hotels
reported occupancy as low as 10 percent as a result of the crisis. As a direct result, hotel workers were
either laid off or had their working days reduced by half.

MERS/South Korea: Middle East respiratory syndrome (“MERS”) was first discovered in the

Arabian Peninsula, but it was taken to South Korea by an infected traveler in 2015. The MERS outbreak in
South Korea started in 2015 and resulted in 186 hospitalizations and 38 deaths, with more than 16,000

7 Michelle Grant, “Ebola’s impact on tourism in Africa,” travelmole.com, December 23, 2014.
https://www.travelmole.com/news_feature.php?news id=2014738

18 “The Economic Impact of the 2014 Ebola Epidemic: Short and Medium Term Estimates for West Africa,” The

World Bank Group, October 7, 2014.
http://documents.worldbank.org/curated/en/524521468141287875/pdf/912190WP0see0a00070385314BO0PUBL

[CO.pdf
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people quarantined because of potential exposures by December 23, 2015, when the World Health
Organization declared the end of the MERS outbreak in South Korea. One study showed that the MERS
outbreak resulted in a reduction of 2.1 million noncitizen visitors, corresponding with $2.6 billion in
tourism loss for South Korea. Estimated losses in the accommodation, food and beverage service, and
transportation sectors associated with the decrease of noncitizen visitors were $542 million, $359 million,
and $106 million, respectively.’ In the South Korean hotel industry, occupancy dropped 11.9 percent from
2014 to 2015, and RevPAR (revenue per available room) declined 18.9 percent, based on year-end figures.
The MERS outbreak scare caused the country’s occupancy level to drop considerably from 70.8 percent in
May 2015 to 48.4 percent in June 2015.%°

H1N1/Mexico: A new influenza strain, of apparent swine origin, emerged by the end of April 2009
in Mexico. According to a study done by the Economic Research Department of the Banco Bilbao Vizcaya
Argentaria, the impact of “swine flu” on tourism became apparent as soon as the outbreak was
announced, on April 24, “but mainly over the following three weeks, when hotel occupancy fell to 10
percent (from 60 percent before the epidemic) in areas such as the Riviera Maya. In both coastal
destinations and mainland cities lodgings fell by around 50 percent in annual terms. ... Based on the
differences in occupancy in coastal resorts compared to mainland cities (with a more pronounced fall in
the former) it can be estimated that tourism fell around 45 percent in annual terms during the second
quarter, with foreign tourism recording a drop of between 55 and 60 percent, whereas for domestic
tourism this was between 40 and 45 percent. Bearing in mind that the trend up until the epidemic was a
decline of around 7.5 percent, it could be said that the flu outbreak itself caused an estimated 37 percent
reduction in domestic tourism during the April-June period. If the impact was mainly during one quarter,
as assumed, the result for 2009 as a whole could be a drop in tourism of between 16 and 17 percent.”#
In the midst of the outbreak, an NPR correspondent filed a story from Cancun: “In the past two weeks,
the number of international tourists arriving in Cancun has dropped 82 percent and the number of tourists
from other parts of Mexico is down 40 percent, according to Sara Latife Ruiz Chavez, secretary for tourism
for the state of Quintana Roo, which includes Cancun and the beaches known as the Maya Riviera. Swine
flu is costing the region millions of dollars in lost revenue and has forced 22 hotels to temporarily suspend
their operations, she says. More than 10,000 waiters, cooks, maids and other hotel employees in Cancun
have been furloughed from their jobs. ... In April, before the swine flu virus, also known as HIN1, burst

1% Heesoo Joo, et al, “Economic Impact of the 2015 MERS Outbreak on the Republic of Korea’s Tourism-Related
Industries,” Health Security, April 19, 2019. https://www.liebertpub.com/doi/full/10.1089/hs.2018.0115, p. 100-
108

20 “south Korea Hotel Market Overview,” STR.com, June 25, 2019. https://str.com/article/south-korea-hotel-
market-overview

21 Eduardo Torres Villanueva, “The impact of swine flu on tourism,” Banco Bilbao Vizcaya Argentaria, June 25,
2009. https://www.bbvaresearch.com/wp-content/uploads/mult/090625 ObserSectorialMexico 3 eng tcm348-

197121.pdf
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into the headlines, about 75 percent of Cancun’s hotel rooms were occupied. Now, the occupancy rate is

running at about 20 percent.”?

Conclusion: Every outbreak of viral infections is different. Some are contained to one continent,
or one part of a continent. Some are more easily transmissible than others. Some are more deadly than
others. The degree to which they have a lasting effect on the leisure industry also varies, but in many
cases tourism rebounds quickly. The World Economic Forum reported, “While research shows that the
impact of pandemics can be steeper than other shocks, the affected countries bounce back to pre-shock
levels faster. For instance, during the SARS pandemic of 2002 to 2004, occupancy levels fell by 10 percent
before bouncing back to pre-crisis levels within the year. Another example is the swine flu outbreak. Data
shows that Mexico City recorded a 50 percent decline in occupancy levels at the end of April and early
May 2009, when it was confirmed that the outbreak originated in Mexico, and resorts suffered from
cancellations. Yet, by early 2010, occupancy levels were on the mend.”?

b. Relevant Experience

The U.S. gaming industry has experienced other relevant disruptions that have depressed
revenues. Three such incidents that we examine in this section were physical events in which revenues
began to recover shortly after the incidents ended. The other, the Great Recession, had a longer-lasting
effect.

1) Terrorist Attacks, 2001

The terrorist attacks of September 11, 2001, created a shock to the economy, nationally as well
as globally. Impacts to the casino industry included the closure of air travel and, less perceptibly, changes
in consumer behavior — such as fears of gathering in public places that might be viewed as targets for
future attacks.

Figure 5 analyzes results on the Las Vegas Strip, where GGR declines were apparent in the months
following the attacks. Note that Las Vegas is a destination market where about half the visitors arrive by
air. For a full year after the attacks, GGR declined by 7 percent, due in part to changes in consumer
behavior and in part because of declines in discretionary spending. By January 2004, the Strip had fully
recovered, generating $4.8 billion in last-12-months GGR. For the following two years, from 2004 through
2005, GGR grew by 25 percent.

22 Jason Beaubien, “Swine Flu Takes Toll On Mexico Tourism Industry,” NPR.org, May 14, 2009.
https://www.npr.org/templates/story/story.php?storyld=104095754

23 Tiffany Misrahi, “MERS: 5 implications for the tourism industry,” World Economic Forum.org, June 15, 2015.
https://www.weforum.org/agenda/2015/06/mers-5-implications-for-the-tourism-industry/
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Figure 5: Las Vegas Strip rolling-12-months GGR, September 2000 through December 2005, showing
impact from 9/11 attacks
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We also examined markets that were more convenience-based and far less reliant on air travel,
most notably Atlantic City, which at the time was the primary gaming choice for casino players in the
metro New York area. For the 12-month period ending August 2001, Atlantic City —which is almost entirely
a drive-in market — generated $4.3 billion in GGR. Following the 9/11 attacks, GGR in the 12-month period
ending October 2001 dropped by 0.2 percent that month; the following month, the market began a
modest rebound. By September 2003, Atlantic City GGR reached $4.45 billion in GGR, an increase of 4.5
percent from the pre-attack period. For the following two years (2004-2005), Atlantic City GGR increased
by an additional $550 million, a 13 percent increase. Note that this is a period when Atlantic City had a
near monopoly in the Mid-Atlantic area, thus serving as an effective proxy for the entire region.

Figure 6: Atlantic City rolling-12-months GGR, September 2000 through December 2005, showing
impact from 9/11 attacks
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The data in other markets are similarly conclusive in that consumer behavior can be expected to
rebound, thus supporting Spectrum’s New York projections that future years will not demonstrate any
permanent effects on consumer spending or GGR from the current pandemic.

2) Hurricane Katrina, 2005

Following Hurricane Katrina, which ravaged the Mississippi Gulf Coast in late August 2005, coastal
casinos were shut down for two months, and it took a full year for GGR to recover to pre-Katrina levels.

Inland Mississippi casinos, which avoided the brunt of Katrina, outperformed the coastal casinos, as shown
in Figure 7 below.

Figure 7: Mississippi coastal and inland casino GGR showing impact of Hurricane Katrina
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3) Great Recession, 2007-2009

Until the Great Recession, generally reported to have occurred from December 2007 through June
2009, gaming operators and analysts believed the gaming industry to be recession-proof. In good times
consumers had ample discretionary dollars with which to gamble, and in down times they found casino

gambling to be a diversion — one in which they might possibly improve their fortunes. That perception
changed beginning in 2008.

As shown in Figure 8 below, the Great Recession had an immediate and lasting impact on the U.S.
gaming industry. In 2008, for the first time, the gaming industry (commercial and Indian casinos combined)
reported a year-over-year decline in GGR, dropping 1.1 percent — and then 3.5 percent the following year.
It was not until 2012 — roughly four years after the recession began —that the industrywide GGR surpassed
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its pre-recession level. However, when adjusted for inflation, it was not until 2019 — 12 years later — that
casinos generated more GGR than in 2007.%

Figure 8: U.S. gross gaming revenue showing impact of Great Recession
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Whether the current, COVID-19-caused recession will have a similarly long negative impact on the
U.S. gaming industry remains to be seen. While some economists predict a V-shaped recession in which
the economy recovers as quickly as it declined, others are concerned about a “scarring” effect that could
last for years. On June 8, the World Bank reported:

“The COVID-19 recession is singular in many respects and is likely to be the deepest one in advanced
economies since the Second World War and the first output contraction in emerging and developing
economies in at least the past six decades,” said World Bank Prospects Group Director Ayhan Kose. “The
current episode has already seen by far the fastest and steepest downgrades in global growth forecasts on
record. If the past is any guide, there may be further growth downgrades in store, implying that
policymakers may need to be ready to employ additional measures to support activity.”?

4) Las Vegas Mass Shooting, 2017

After the mass shooting in Las Vegas that occurred emanating from Mandalay Bay Hotel on
October 1, 2017, the major Strip casinos did not close down as a result. They did institute patron checks,
including examining luggage and requiring patrons to pass through metal detectors. As a result of the

24 $63.7 billion in 2007 adjusted for inflation equaled $77.9 billion in 2019, according to the U.S. Bureau of Labor
Statistics CPI Inflation Calculator. This equation does not factor the impacts of added supply over that period.

25 The World Bank, “COVID-19 to Plunge Global Economy into Worst Recession since World War,” June 8, 2020.
https://www.worldbank.org/en/news/press-release/2020/06/08/covid-19-to-plunge-global-economy-into-worst-
recession-since-world-war-ii
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shooting, Strip GGR for both October and November declined 6 percent from the prior year, compared to
the year-earlier months. A year later, in October 2018, Strip GGR was 12.2 percent higher than in 2017.2°

Figure 9: Monthly Las Vegas Strip GGR showing impact of mass shooting July 2017 — December 2018
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Unlike the Great Recession, or the 9/11 terrorist attacks, the mass shooting incident in Las Vegas
did not trigger nationwide economic impacts. The incident briefly impacted the perception of personal
safety at Strip properties. However, as can be seen in the monthly data, the safety concerns were not
long-lived. Strip resort patrons evidently recognized that the shooting was an isolated incident and
returned to their prior ways.

5) Conclusion

The gaming industry is resilient. While once thought recession-proof, that has proven not to be
the case. However, people enjoy gambling, socializing and entertainment. Spending on entertainment and
other non-essentials declines in recessions, but it gradually returns as consumers gain confidence in their
economic situation. Nor are fears of safety long-lived, as seen in the monthly data on Strip GGR in the
period before and after the mass shooting incident. However, no one knows how consumers will react to
an extended viral outbreak. The aforementioned events and incidents can shape estimates, but there is
no precedent on which to predict future gaming revenues.

26 \We analyzed the Las Vegas mass shooting incident of 2017 on a monthly basis rather than on a rolling-12-
months basis because the incident was an isolated incident without long-range economic repercussions. Using a
rolling-12-months analysis would obscure rather than highlight the impact of the shooting on Strip GGR.
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3. Forecasting Impacts

Any discussion of how, when, and to what extent gaming in New York will rebound to pre-
pandemic levels rests on one premise: Uncertainty is the only certainty. Factors that must be considered
when considering the recovery of the New York gaming industry include:

e The current disruption is more widespread and impactful than past disruptions, thus the
recovery will be slower and deeper than was evidenced in past recoveries.

e Asgaming facilities reopen, many operators will be constrained by State-imposed restrictions,
as well as by self-imposed restrictions.

e Between now and our initial projection year of 2023, customers will be guided by their own
concerns and fears, as well as by possible reductions in their incomes and discretionary
spending.

e The recovery period will also affect non-gaming businesses such as lodging, dining and
entertainment, and this will further damage revenues during this recovery transition.

Adhering to social-distancing guidelines by reducing available gaming positions in an economy
that is still recovering from a pandemic is likely to reduce GGR by as much as 40 percent. That projection
is based on factors that are more difficult to project but are quite real.

a. Effect on Decline in Discretionary Spending

1) COVID-19 Anxiety

The potential exists that a number of adults will continue to limit their attendance in public places
out of a general fear that would still be present in the absence of a vaccine or a reluctance of a
significant portion of the population to receive a vaccine. The precise number is unknowable but must still
be considered.

Fitch Ratings, one of the premier credit rating agencies in the world, published its U.S. Gaming
Handbook: Navigating the Coronavirus Recovery® in June 2020. Fitch said it believes that Las Vegas’s heavy
reliance on air travel and tourism will result in a slower recovery for Las Vegas than for regional operators.
It projects gaming revenues will return to the 2019 level in 2023.

Figure 11: Fitch Ratings estimated GGR change rates by major region, 2020-2023

Percent Change Relative to 2019 Levels ‘
2020 ‘ 2021 2022 2023
Macau (50.0) (15.0) (7.5) 0.0
Singapore (42.5) (15.0) (7.5) 0.0
Las Vegas (45.0) (20.0) (7.5) 0.0
)

Regionals (28.9) (10.0) (5.0 0.0
Source: Fitch Ratings

27 Alex Bumazhny, Colin Mansfield, and Connor Parks, Fitch Ratings; U.S. Gaming Handbook: Navigating the
Coronavirus Recovery, June 2020.
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It should be noted that the Fitch analysis lumps all regional operators into one category. Some
states, including Mississippi and Louisiana, reopened casinos in May, as did several tribal casinos. New
York permitted commercial casinos and VLT facilities to reopen September 9.

On a broader economic scale, the World Economic Forum? cited a report from global consultant
McKinsey & Company stating:

If the public health response, including social distancing and lockdown measures, is initially successful but

fails to prevent a resurgence in the virus, the world will experience a “muted” economic recovery, says

McKinsey. In this scenario, while the global economy would recover to pre-crisis levels by the third quarter

of 2022, the US economy would need until the first quarter of 2023 and Europe until the third quarter of

the same year. ... If the public health response is stronger and more successful — controlling the spread of

the virus in each country within two-to-three months — the outlook could be more positive, with economic

recovery by the third quarter of 2020 for the US ...

At this point, forecasting when consumers will revert to their pre-pandemic levels of discretionary
spending may be largely dependent on two factors not yet known: the spread rate of the coronavirus and
the deployment of a vaccine to prevent the virus.

In an effort to mitigate the economic contraction caused by the mandatory lockdown, the Federal
Government passed the CARES Act and other measures to prop up consumer spending and confidence.
The CARES Act included a provision to give each person filing for unemployment an additional $600 weekly
on top of any state unemployment payments. In some cases, the total payments from the CARES Act and
unemployment were greater than the base earnings prior to the crisis. Changes to unemployment benefits
at the federal and/or state levels will impact consumers’ discretionary spending, upon which gaming is
dependent.

2) Great Recession Example

In the Great Recession, employment fell by 8,750,000.% The current pandemic has resulted in
nearly three times the loss of employment that resulted from the Great Recession. So, while there may
be interest in returning to entertainment and gaming as leisure activities, the level of demand would be
affected by the current level of high unemployment. As a means to estimate the potential impact on the
gambling industry as a whole, it may be instructive to review spending in the post-Great Recession years.
Figure 10 presents the change in total taxable revenue for gambling industries (establishments subject to
federal income tax) as reported by the U.S. Census Bureau and complied by the Federal Reserve Bank of
St. Louis.

28 Laura Oliver, “It could take three years for the US economy top recover from COVID-19,” World Economic
Forum, March 30, 2020 https://www.weforum.org/agenda/2020/03/economic-impact-covid-19/

29 Christopher J. Goodman and Steven Mance, “Employment loss and the 2007-09 recession: an overview,”
Monthly Labor Review, April 2011. https://www.bls.gov/opub/mlr/2011/04/art1full.pdf
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Figure 10: Quarterly taxable total revenue in U.S. gambling industries, 2009-2013
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In the years following the Great Recession, GGR as measured in Figure 10 did not return to pre-
recession levels until more than three years afterward.

Conclusion: A loss of 8.75 million jobs resulted in a decline of 18 percent in gambling revenues.
The COVID-19 recession has resulted in three times the loss of jobs. Does that mean a 60 percent loss of
gambling revenue? It is hard to say, for two reasons: First, unlike the COVID-19 experience that shuttered
businesses, casinos did not shut their doors during the Great Recession; second, there has been a massive
infusion of cash into the economy through the CARES Act, which was not present in the Great Recession.
Finally, a recession caused by bad loans is different than a recession cause by a pandemic and the
mandatory lockdowns meant to curb it.

b. Modeling Assumptions, Projections

Spectrum developed three scenarios in forecasting statewide GGR, by property: Mid Case, Low
Case, and High Case. The scenarios depend on the opening dates of the gaming properties and many other
factors, as noted above. Additionally, it is important to note that fiscal years are not the same as calendar
years (“CY”). For example, FY 2023 runs from April 2022 through March 2023. In other words, FY 2023 is
nine parts CY 2022 and three parts CY 2023.

Following are Spectrum’s insights and assumptions that factor into modeling our COVID-19
impacts for New York.

30 U.S. Census Bureau, Total Revenue for Gambling Industries, Establishments Subject to Federal Income Tax,
retrieved from FRED, Federal Reserve Bank of St. Louis.
https://fred.stlouisfed.org/series/REV7132TAXABL144QNSA (accessed May 5, 2020)
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1) Capacity Reduction

Social distancing and other capacity-reduction measures will reduce the available gaming capacity
statewide. Gaming property managers will have to make decisions on how best to operate in the new
environment. Some may choose to invite — via targeted marketing — their better players to the property
while minimizing outreach to players who do not meet the criteria. Others may choose to change game
rules, minimum bets, or hold percentages to generate the most GGR possible from the reduced capacity.

In a non-pandemic environment, cutting the number of available slot machines in half while
limiting table positions could result in an estimated 30 percent decline in GGR. That projection is based
on an understanding that:

e Operators would eliminate underperforming slot machines, thus focusing on those machines
that are most popular, particularly in peak periods, such as weekends and holidays.

e A large percentage of slots are idle for most parts of the week in any event, thus minimizing
downward pressure on revenue.

e Operators would likely counterbalance a reduction in table positions by raising table
minimums, thus focusing on more profitable table players and increasing the relative
efficiency of the remaining positions.

Notably, that estimate focuses on a non-pandemic environment in which we assume that the
demand remains unchanged before and after the decline in gaming positions, and it also assumes that
gaming operators will adjust their marketing programs to focus on higher-value customers, which would
accompany any decline in supply irrespective of the reason.

Despite early results from the casinos in Louisiana and other states, no one knows for certain how
gaming patrons will respond over the longer term. Further, and specific to New York, commercial casinos
and VLT facilities were permitted to open at 25 percent capacity on September 9, 2020. Given the raft of
unknowns, Spectrum developed a hypothetical gaming floor showing the GGR impact that may result
from restrictions on capacity and from new procedures on handling cards, dice and chips. First, we
examine the table-games sector. To understand a table games department, it is important to understand
basic terms and how they interact to generate GGR.

Spots refers to the number of players who can physically be present at a game.
e Occupied Spots refers to the number of spots actually played at a game.

e Carnival Games include games that are often derivatives of traditional casino games. 3 Card
Poker, Let It Ride, Caribbean Stud, Texas Hold ‘Em, and Casino War are examples of these
types of game.

e Decisions per Hour refers to the speed of play, or how many betting decisions the guest
makes in an hour.

e Average Bet is the average amount bet per decision by the guest. Table games have minimum
and maximum bets. Often during high-demand periods, the table game minimums are raised
to maximize the value of the spot to the casino. In our hypothetical pre-COVID-19 casino we
have assumed an average bet of $40 at all games except roulette.
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e House Advantage is the edge that goes to the house. In blackjack, for example, the house

over the long term will win 51 of 100 bets.

Figure 11 below presents a pre-COVID-19 hypothetical casino floor table games department. In
the casino floor described below, the table games are operating at a low level of capacity on a daily basis.
Some tables may be open only on busy weekends. In a normal operating environment, it is profitable for
a casino to have these games available to meet demand during peak times.

Figure 11: Pre-COVID-19 hypothetical table games department

Game No. Spots per % Spots  Decisions Average House GGR per Daily Est. Annual
Tables Table Occupied per Hour Bet Advantage hour Hours GGR
Blackjack 50 6 35% 75 $40 0.51% $1,607 24 | $14,070,000
Baccarat 8 6 35% 40 $40 1.25% $336 24 $2,940,000
Carnival 20 6 35% 65 $40 2.50% $2,730 24 | $23,910,000
Craps 8 12 35% 40 $40 1.40% $753 24 $6,590,000
Roulette 6 8 35% 50 $15 5.25% $662 24 $5,790,000
Total 92 612 $53,300,000

Source: Spectrum Gaming Group

In Figure 12 below, we present the same gaming floor with restricted capacity as a result of COVID-
19 health requirements. In response to the restrictions, we have assumed that casino management will
increase the minimum bets at the tables. We have estimated that to comply with social distancing and
sanitation rules, casino management reduced the number of available spots at each table by 50 percent.
In an effort to offset the reduced capacity in this example, the casino has raised the minimum bet but
made no changes to game rules. Further we have assumed that the percentage of occupied spots
increased to 75 percent of the available restricted capacity.

To comply with sanitation requirements, we have cut our assumption on decisions per hour to
allow time for cleaning chips and changing cards and dice on a more frequent basis. We have also assumed
that rather than operating on a 24-hour schedule the gaming floor will be closed from 3 a.m. to 9 a.m. to
allow time for deep cleaning surfaces and carpets.

Figure 12: Post-COVID-19 hypothetical table games department
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Blackjack 50 3 75% 45 $50 0.51% $1,291 18 $8,480,000 -40%
Baccarat 8 3 75% 24 $50 1.25% $270 18 $1,770,000 -40%
Carnival 20 3 75% 40 $50 2.50% $2,250 18 | $14,780,000 -38%
Craps 6 75% 24 $50 1.40% $605 18 $3,970,000 -40%
Roulette 4 75% 30 $20 5.25% $567 18 $3,730,000 -36%
Total 92 306 $32,730,000 -39%

Source: Spectrum Gaming Group

A similar exercise can demonstrate the potential impacts that restricting capacity on electronic
gaming devices (or “EGDs,” an umbrella term for slot machines and video lottery terminals) can have.
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Again, we have assumed that to partially offset the loss of capacity, property management has increased
the hold percentage (i.e., the inverse of the payout percentage to patrons) and increased the minimum
bet on the EGDs. In Figure 13, the shaded row represents the pre-COVID-19 gaming floor. The lower rows
present possibilities based on decisions made by management on how best to address the new situation.

Figure 13: Potential COVID-19 EGD floor operating and GGR changes

1,500 100% | 8.50% 10 $1.08 118 25% | $20,655 375 24 | $180,940,000

1,500 66% | 8.75% 10 $1.15 114 40% | $23,909 396 18 $157,080,000 -13%
1,500 50% | 9.00% 10 $1.25 111 50% | $25,313 375 18 $166,300,000 -8%
1,500 33% | 9.25% 10 $1.35 108 70% | $25,962 347 18 $170,570,000 -6%

Source: Spectrum Gaming Group

In the case of EGDs, we have assumed that while the number of games is reduced, each game will
be played more intensely; i.e., rather than having a 24-hour average occupancy of 25 percent, a smaller
floor will have higher occupancy. The number of guests on the floor holds fairly constant throughout the
example.

It may be the case that a reduction in capacity is not critical. The games do not play themselves;
rather, the major determinant is player behavior. If a casino has 1,500 slot machines and only 300 players
on the floor, a reduction in capacity to 750 machines would have little impact.

2) Reduction in Attendance, Average Spend per Visit

For our New York reopening model, Spectrum developed three scenarios, the primary differences
being the change in visitation for the calendar year. For Fiscal Year 2020-21 (FY 2021), the commercial
casinos and VLT properties were shuttered for 23 weeks. The Oneida casinos reopened on June 10. Seneca
Niagara Falls reopened June 18, Seneca Buffalo Creek reopened June 25, and Seneca Allegany opened July
2. Currently, the Seneca casinos are operating under new conditions that include no table games, no drink
service on the casino floor, no smoking, numerous slot machines shuttered to ensure social distancing,
and customers required to wear face masks. On July 27, the new Oneida Lakehouse casino opened. The
St. Regis Mohawk Akwesasne Casino Resort opened August 31 to New York patrons living within 300 miles
of the property.

The great unknown is how players will react to the reopenings. We expect that visitation to
properties that reopen sooner will decline less than at properties that reopen later, as the properties that
reopen sooner will retain an advantage as players become comfortable with the protocols in place.

Spectrum has based its reopening estimates on the relative severity of the COVID-19
unemployment picture vs. unemployment in the Great Recession, with allowances for the income support
provided by the CARES Act, an eye on casino reopenings in other states and consumer behavior, and the
reaction of travelers to the SARS epidemic.
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Gross gaming revenue is a function of the number of visits and the value of those visits to the
gaming property. A change in either or both of these numbers will change the GGR derived from the
property. When seeking to develop estimates of visitation and spend per trip after the mandatory
lockdown, it may be instructive to review behavior that was evident prior to the mandatory lockdown.

A reduction in attendance may be the most critical factor impacting GGR. Many players are
considered casual patrons who visit on a regular basis but are of low value to the host gaming facility as
they spend little per visit. Based on Spectrum’s experience studying — and operating in — the gaming
industry, we believe the casual player is less likely to return to an environment where there is a risk of
infection, whereas an avid player with a high value to the casino is more likely to resume his or her regular
gaming activity, while we can expect casinos to prioritize their higher-value customers in their marketing
efforts, and in determining which players are allowed on the floor during periods of limited capacity. The
early reopening data from other states bear this out.

The Louisiana data in Figure 14 show a remarkable increase in win per visit, but a reduction in
daily visitation of 76 percent in May, and a decline in GGR of 63 percent that month. The visitation slowly
rose as people became more comfortable in the casino environment. We incorporated these data on win
per visit and visitation into our modeling as we developed our cases for the reopening of New York's
gaming industry.

Figure 14: Louisiana casino/racino year-over-year change in visits, win per visit, and GGR, 2020 vs.
2019

2020 vs. 2019

Month | Visits | Win/Visit |  GGR |
Feb -4% 8% 4%
Mar -61% 1% -60%
Apr -100% -100% -100%
May -76% 54% -63%
June -38% 40% -38%
July -34% 36% -9%
August -43% 24% -30%
Total -50% 23% -39%

Source: Louisiana Gaming Commission

Win per visit is a function of the number of people who feel comfortable visiting a gaming facility.
Initial visits will be from players who are either invited by the property or who are avid players. The spend-
per-visit for these players will be higher than average. As more people become comfortable in the new
environment, more players of lesser value will return, driving down the average spend-per-visit.

Mississippi saw a return to pre-pandemic GGR in July. Visitation has been down. As has been the
case in other jurisdictions, the win per visit has been higher. The reductions in capacity have not had any
impact on gaming revenues.
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Figure 15: Year-over-year change in Mississippi casino GGR, 2020 vs. 2019
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Source: Mississippi Gaming Commission

Other factors in the resurgence of GGR include pent-up demand and increases in discretionary
income, resulting from federal relief and employment growth.

Figure 16: Year-over-year change in Mississippi casino visits, win per visit and GGR, 2020 vs. 2019

2020 vs. 2019

Month Visits \\Il\lllsr:t/
February -6% 10% 3%
March -60% 31% -48%
April -100% -100% -100%
May -79% 76% -63%
June -35% 45% -6%
July -36% 65% 6%
August -28% 46% 4%
September -11% 10% -2%
Total -45% 35% -27%

Source: Mississippi Gaming Commission

It may be the case that casual players do not return quickly to casinos. Once people break their
usual entertainment pattern of casino visitation, they may not return as often as they had in the past.
That was the case in the period following the Great Recession.

Using data from Oneida County, we can assess performance of the Oneida Nation casinos post-
pandemic. The county receives compacted exclusivity payments equal to 25 percent of the State’s
payment from the Oneida Nation. Recently, the State reported receiving a first-half 2020 payment of
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$5.175 million from the Oneida Nation.3! As shown below, GGR for the first half of 2020 is 41 percent
below the prior year. When compared on a daily basis, GGR for the first half of 2020 was down 15.6
percent. Under the terms of the settlement agreement, the County received another $2.5 million
payment, which is paid from the State to the County, and is to be paid annually for 19.25 years from the
effective date of the agreement.>?

Figure 17: Estimated Oneida gaming performance, first half 2020 vs. first half 2019.

Est. Oneida Slot GGR, 6 Months 2020

Days Open

For Q1 2020 $3,700,000
For Q2 2020 $1,475,000
Est. Oneida Co. Portion $5,175,000
% of Rev share to Co. 25.0%
Est. Total Rev Share $20,700,000 Win/Day
Est. Total Slot Rev $82,800,000 $651,969
For Q12019 $4,168,890 182
For Q2 2019 $4,613,597
Est. Oneida Co. Portion $8,782,487
% of Rev share to Co. 25.0%
Est. Total Rev Share $35,129,947
Est. Total Slot Rev $140,519,790 $772,087
Change ($57,719,790) ($120,118)
% Change -41.1% -15.6%

Source: Oneida Indian Nation, New York State Commissioner of Taxation

During this 2020 period, the Indian casinos were the only form of entertainment open in the area.
The CARES Act was providing an additional unemployment payment of $600 per week. As such, there may
have been pent-up demand and additional disposable income. It remains to be seen what will happen to
casino revenue after other forms of entertainment open and the CARES Act payments cease.

In each of Spectrum’s three New York scenarios, we have assumed that GGR in CY 2020 and FY
2021 will decline by the same amount from prior-year number. The difference in the following two years
is in the angle of ascent of GGR as the industry pulls out of the crisis and people adapt to the new
environment. The return of the lower-value players may take time. As has been documented in other
portions of the report, win-per-visit nationwide is about $100.

We have modeled the scenarios with the GGR per trip in our Mid and Low scenarios, whereby
GGR returns to the CY 2019 level in CY 2023, albeit at different paces. We modeled the High scenario with

31 New York State Commissioner of Taxation and Finance Report of Moneys Received New York State Gaming
Commission, July 30, 2020.

32 Settlement Agreement by the Oneida Nation the State of New York the County of Madison and the County of
Oneida. thttps://www.tax.ny.gov/pdf/publications/oin_settlement agreement.pdf
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a more rapid return of the lower-value player, and return to the 2019 levels of GGR in 2022, based on the
return of revenues based on the recovery from the Great Recession, albeit modified for the CARES Act
interventions.

As noted above and elsewhere in the report, GGR is a product of the number of visits and the
amount of casino spending each player generates on a trip. As states have started reopening casinos, a
common trend has been that there have been fewer visits than in the prior year but each visitor has spent
more than usual at the casino. High-value customers are returning first. Spectrum believes that lower-
value customers are waiting for clarity on their economic and physical health. At the same time, casino
operations are focusing more of their marketing efforts on their higher-value customers. As the fear of
contagion diminishes, some lower-value players will return. As this happens, the spend per trip will
decline. We estimate that the spend per visit in the three scenarios we have developed will evolve as
shown in Figure 18.

Figure 18: Assumed average gaming spend-per-visit in New York, FY 2020-2023

Spend per Trip by Scenario

Fiscal Year Low Mid High
2020 $100 $100 $100
2021 $135 $135 $135
2022 $120 $115 $115
2023 $110 $105 $100

Source: Spectrum Gaming Group

The investment bank Jefferies made similar remarks on visitation and player value in a May 31
report to clients:

We note, however, that the level of revenue will not necessarily mirror the level of traffic for several
reasons, with initial reports of coin-in being up YoY [year over year]. Our discussions with management
teams and operators suggest the mix of customers during the initial ramp [up] should shift toward top-tier
database, higher-spending customers. Operators have maintained active communication with their top-tier
customers and are providing priority access and services. ...

The information thus far raises important questions. First, how long the pent-up demand and constrained
businesses can continue in the context of all markets and properties opening which will level the playing
field? Second, at what point does the severe impact to the economy and employment show up in revenue
trends?33

3) Marketing Spend Reduction

With the COVID-19-induced reduction in capacity and ongoing demand, there is less capacity to
fill, and so less of a need for expensive marketing schemes. For example, some marketing programs have
been designed around the idea that spending 95 cents to earn $1 is still profitable, and that an empty slot
stool generates no revenue or income. Such programs are not feasible, nor would they likely be
implemented in the current environment, in Spectrum’s opinion.

33 David Katz, Khoa Ngo, and Cassandra Lee, “All feet do not have equal value,” Jefferies Gaming Lodging & Leisure
Weekly Matters. May 31, 2020.
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In conversations with operators that have reopened, they note that their first weeks were by
invitation only to high-value players. As casino marketing evolves it is likely that the focus will be on the
value of the player and the total profit from the play. In the next 12 to 24 months it is likely that marketing
expenditures will decline, as there is less supply and apparently plenty of demand.

c. Results of Modeling

Each Spectrum scenario as modeled has GGR fully recovering by CY 2023. As noted above, for
example, FY 2023 includes nine months of CY 2022 and three months of CY 2023. Using the estimated
effective “tax rates”3* discussed in other sections of the report, we then derived annual State revenue
estimates for each property in each scenario. For FY 2021, Spectrum estimates the same impact for all
three scenarios.

Seven Upstate casinos, operated by the Oneida and Seneca Indian nations, reopened in June and
July, followed by Akwesasne Mohawk Casino in late August. All VLT facilities and commercial casinos
except one reopened on September 9; Empire City reopened September 21.

Figure 19: Actual or Potential New York property reopening dates

Gaming Facility ReDc;r::n

All Oneida 10-Jun
Seneca Niagara 18-Jun
Seneca Buffalo Creek 25-Jun
Seneca Allegany 2-Jul

Akwesasne 28-Aug
Hamburg 9-Sep
Batavia Downs 9-Sep
Finger Lakes 9-Sep
Tioga Downs 9-Sep
Vernon Downs 9-Sep
Del Lago 9-Sep
Saratoga 9-Sep
Rivers 9-Sep
RW Catskills 9-Sep
Jake’s 58 9-Sep
RWNYC 9-Sep
Empire 21-Sep

Source: Spectrum Gaming Group

Whether current economic conditions persist into FY 2023 is unknown and is dependent on health
and economic situations that are unknowable at this time. With those factors in mind, Spectrum

34 Spectrum recognizes that Indian gaming facilities are not taxed, but share revenue as per state compacts, and
that VLTs are not taxed, but remit a percentage of lottery revenue to the state. For purposes of this analysis, we
view them all as effective tax rates.
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conservatively projects that upon opening and through the rest of FY 2021 gaming at existing VLT facilities
and commercial casinos will decline by nearly 70 percent from the comparable FY 2020 levels. All New York
VLT and commercial casinos were closed for 5.5 months of the current fiscal year.

Figure 20: New York gaming facilities estimated GGR recovery — Mid Case scenario

FY 2020 Est. FY 2021 Est. FY 2022 | Est. FY 2023

Property

GGR (M) GGR (M) GGR (M) GGR (M)
Akwesasne $100.5 $30.2 $52.8 $85.4
Batavia Downs $62.1 $18.6 $32.6 $52.8
Del Lago $158.0 $47.4 $83.0 $134.3
Fairgrounds $71.8 $21.5 $37.7 $61.0
Finger Lakes $105.3 $31.6 $55.3 $89.5
Oneida $383.0 $172.4 $301.6 $325.6
Rivers $168.9 $50.7 $88.7 $143.6
RW Catskills $204.6 $61.4 $107.4 $173.9
Saratoga $126.4 $37.9 $66.4 $107.4
Seneca $610.0 $233.1 $407.9 $518.5
Tioga Downs $83.1 $24.9 $43.6 $70.6
Vernon Downs $29.3 $8.8 $15.4 $24.9
All Upstate $2,103.0 $738.5 $1,292.3 $1,787.6
Empire $613.1 $153.3 $306.6 $521.1
Jake’s 58 $225.9 $67.8 $135.5 $192.0
RWNYC $882.3 $176.5 $352.9 $750.0
All Downstate $1,721.3 $397.5 $795.0 $1,463.1
Statewide $3,824.3 $1,136.0 $2,087.3 $3,250.7

Source: New York State Gaming Commission, Spectrum Gaming Group

Spectrum developed three scenarios of gaming revenue recovery. The projections were based on
our experience in understanding the relationship between the supply and demand of gaming products, as
well as on independent research. In developing the Mid Case scenario, Spectrum incorporated insights
from the SARS epidemic, the Great Recession, the visitation and revenue results from recent re-openings
of casinos, and Spectrum’s own gaming industry expertise to develop GGR estimates. Other factors taken
into account include:

o The seasonality of the closure; some properties fare better in the summer months.

e Some properties are more reliant on table games, and with social distancing may see a greater
decline in GGR.

e Accessibility and transportation.

Factors that could also affect these results include the type of marketing efforts reopened gaming
facilities may undertake. For example, aggressive marketing and promotional efforts may serve to boost
GGR to unusually high levels but at the cost of a property’s profits. Importantly, such variables affect each
customer’s decision-making on whether to resume his or her usual gaming activity.
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1) Mid Case Scenario

Based on quantitative factors that are important for forecasting GGR, as well as knowledge of the
New York gaming facilities, Spectrum modeled visitation changes by property (or collectively by Indian
nation) in our Mid Case scenario, as presented in Figure 21 below. After reviewing the “V-shaped” SARs
recovery in Singapore and the much slower four-year recovery of gaming revenue following the Great
Recession, and the reductions in GGR caused by a loss of employment and income, we believe the New
York recovery in our Mid-Case scenario will be a crash in GGR, followed by a slow return over the next
years to the FY 2020 levels.

Figure 21: Mid Case estimated change in visits by property, FY 2020 — FY 2023
FY2021% FY2022% FY2023%

Gaming Change Change Change
Facility In Trips in Trips in Trips
from 2020 from 2020 from 2020
Akwesasne -78% -54% -19%
Batavia Downs -78% -54% -19%
Del Lago -78% -54% -19%
Fairgrounds -78% -54% -19%
Finger Lakes -78% -54% -19%
Oneida -67% -32% -19%
Rivers -78% -54% -19%
Resorts World Catskills -78% -54% -19%
Saratoga -78% -54% -19%
Seneca -72% -42% -19%
Tioga Downs -78% -54% -19%
Vernon Downs -78% -54% -19%
All Upstate -74% -47% -19%
Empire -81% -57% -19%
Jake’s 58 -78% -48% -19%
Resorts World NYC -85% -65% -19%
All Downstate -83% -60% -19%
Total State -78% -53% -19%

Source: Spectrum Gaming Group

After estimating the declines in numbers of patron trips to the gaming facilities, we developed
our Mid Case GGR forecasts by using the spend per trip estimates shown above in Figure 18, and adjusting
the number of visits. GGR is the product of (visits x spend per visit). We believe that spend per visit will
decline as fears of the contagion wane and more casual patrons return to play.
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Figure 22: New York gaming facilities estimated GGR recovery — Mid Case scenario
Est. State Est. State  Est. State

Gaming Facility é;:‘:ﬁ’) E;:)'zeY zoEzs; (:Z‘.R ”-IIE_fij::.ive" '::scze;’;tos ':icze;’;t; Rec:\;pts

ax Rate M) 2023(M)
Akwesasne $100.5 $52.8 $85.4 21% $21.1 $11.1 $17.9
Batavia Downs $62.1 $32.6 $52.8 39% $24.2 $12.7 $20.6
Del Lago $158.0 $83.0 $134.3 30% $46.9 $24.6 $39.9
Fairgrounds $71.8 $37.7 $61.0 34% S24.4 $12.8 $20.8
Finger Lakes $105.3 $55.3 $89.5 37% $38.4 $20.2 $32.7
Oneida $383.0 $301.6 $325.6 21% $80.4 $63.3 $68.4
Rivers $168.9 $88.7 $143.6 35% $58.4 $30.7 $49.7
RW Catskills $204.6 $107.4 $173.9 26% $53.8 $28.3 $45.7
Saratoga $126.4 $66.4 $107.4 37% $46.1 $24.2 $39.2
Seneca $610.0 $407.9 $518.5 21% $128.1 $85.7 $108.9
Tioga Downs $83.1 $43.6 $70.6 33% $27.4 $14.4 $23.3
Vernon Downs $29.3 $15.4 $24.9 20% $5.9 $3.1 $5.0
All Upstate $2,103.0 | $1,292.3 $1,787.6 $555.3 $331.1 $472.0
Empire $613.1 $306.6 $521.1 51% $309.6 $154.8 $263.2
Jake’s 58 $225.9 $135.5 $192.0 45% $101.7 $61.0 $86.4
RWNYC + OTB $882.3 $352.9 $750.0 41% $361.7 $144.7 $307.5
All Downstate $1,721.3 $795.0 $1,463.1 $773.0 $360.5 $657.1
Total State $3,824.3 | $2,087.3 $3,250.7 $1,328.3 $691.6 $1,129.1

Source: New York State Gaming Commission, Spectrum Gaming Group

2) Low Case Scenario

The slower recovery could result from a resurgence of the virus and another round of mandated
lockdowns. The massive loss of income during the lockdowns would, in this scenario, mean that
consumers would largely seek to rebuild their financial stability and cut back on all forms of entertainment
and discretionary spending, including gaming. Or, in this scenario, we assume there may be a general
unease about visiting gaming facilities and other entertainment venues. In this case, the rate of recovery
is slowerin 2021 and 2022. With that in mind, we adjusted the visitation numbers, which vary by property.
We still believe that there will be a full recovery of GGR to pre-COVID-19 levels by CY 2023.

We adjusted the Low Case scenario based on several factors including:

e The expected speed of reopening, meaning that not all properties will be expected to open in
the same time frame

e The location of population
e Income recovery
e Access to the property

e Lingering fears of contagion and public gatherings
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The assumptions vary from property to property, with such allowances based on Spectrum’s
knowledge of the properties, as well as our overall experience in gaming. For example, the recovery of
physical confidence is vital, as are the recovery of economic confidence (disposable income), and the
willingness of participating adults to be in public settings.

Figure 23: Low Case estimated change in visits by property, FY 2020-2023

FY 2021 % FY 2022 % FY 2023 %
Change in Change in Change in
Trips from Trips from  Trips from

Gaming Facility

2020 2020 2020
Akwesasne -78% -63% -27%
Batavia Downs -78% -63% -27%
Del Lago -78% -63% -27%
Fairgrounds -78% -63% -27%
Finger Lakes -78% -63% -27%
Oneida -67% -44% -27%
Rivers -78% -63% -27%
RW Catskills -78% -63% -27%
Saratoga -78% -63% -27%
Seneca -72% -52% -27%
Tioga Downs -78% -63% -27%
Vernon Downs -78% -63% -27%
All Upstate -74% -56% -27%
Empire -81% -62% -27%
Jake’s 58 -78% -54% -27%
RWNYC -85% -63% -27%
All Downstate -83% -62% -27%
Total State -78% -58% -27%

Source: Spectrum Gaming Group

As in each of the three cases that Spectrum has modeled, we assumed a reasonable win per visit
(see Figure 18) and then multiplied that by an expected level of visitation. In the Low Case scenario, we
assume players return more slowly to the gaming properties, meaning fewer visits at higher spend-per-
visit levels.
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Figure 24: New York gaming facilities estimated GGR recovery — Low Case scenario
Est. State Est. State  Est. State

Gaming Facility é;:‘:ﬁ’) E;:)'zeY zoEzs; (:Z‘.R ”_IIE_ffZ:ive” '::scze(i)’;)s ':icze(i)’;t; Rec:\;pts

ax Rate M) 2023(M)
Akwesasne $100.5 $45.2 $80.4 21% $21.1 $9.5 $16.9
Batavia Downs $62.1 $27.9 $49.7 39% $24.2 $10.9 $19.4
Del Lago $158.0 $71.1 $126.4 30% $46.9 $21.1 $37.5
Fairgrounds $71.8 $32.3 $57.4 34% S24.4 $11.0 $19.5
Finger Lakes $105.3 $47.4 $84.2 37% $38.4 $17.3 $30.7
Oneida $383.0 $258.5 $306.4 21% $80.4 $54.3 $64.3
Rivers $168.9 $76.0 $135.1 35% $58.4 $26.3 $46.8
RW Catskills $204.6 $92.1 $163.7 26% $53.8 $24.2 $43.0
Saratoga $126.4 $56.9 $101.1 37% $46.1 $20.8 $36.9
Seneca $610.0 $349.7 $488.0 21% $128.1 $73.4 $102.5
Tioga Downs $83.1 $37.4 $66.5 33% $27.4 $12.3 $21.9
Vernon Downs $29.3 $13.2 $23.4 20% $5.9 $2.7 $4.7
All Upstate $2,103.0 | $1,107.7 $1,682.4 $555.3 $283.8 $444.3
Empire $613.1 $268.2 $490.5 51% $309.6 $135.5 $247.7
Jake’s 58 $225.9 $118.6 $180.7 45% $101.7 $53.4 $81.3
RWNYC $882.3 $370.6 $705.8 41% $361.7 $151.9 $289.4
All Downstate $1,721.3 $757.4 $1,377.0 $773.0 $340.8 $618.4
Total State $3,824.3 | $1,949.6 $3,059.4 $1,328.3 $624.5 $1,062.7

Source: New York State Gaming Commission, Spectrum Gaming Group

3) High Case Scenario

In the High Case scenario, we still forecast GGR plunging in FY 2020 but fully recovering by FY
2023. Factors that could make this scenario happen include:

e Widespread distribution of a coronavirus vaccine
e A quick recovery of jobs and economic growth after the mandated lockdowns
e A general easing of fear of social contacting

e Areturn to the social behavior of the pre-COVID-19 environment
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Figure 25: High Case estimated change in visits by property, FY 2020 - FY 2023

FY 2021 % FY 2022 % FY 2023 %

——— cltange in cl'!ange in cl'!ange in
Trips from Trips from Trips from
2020 2020 2020
Akwesasne -78% -45% 0%
Batavia Downs -78% -45% 0%
Del Lago -78% -45% 0%
Fairgrounds -78% -45% 0%
Finger Lakes -78% -45% 0%
Oneida -67% -18% 0%
Rivers -78% -45% 0%
RW Catskills -78% -45% 0%
Saratoga -78% -45% 0%
Seneca -72% -31% 0%
Tioga Downs -78% -45% 0%
Vernon Downs -78% -45% 0%
All Upstate -74% -36% 0%
Empire -81% -55% 0%
Jake’s 58 -78% -45% 0%
RWNYC -85% -64% 0%
All Downstate -83% -58% 0%
Total State -78% -46% 0%

Source: Spectrum Gaming Group

As noted above, we have assumed a win per visit (see Figure 18) and then multiplied by an
expected level of visitation. In the High Case scenario, we assume players return more quickly to the
gaming properties, meaning more visits and a return to FY 2020 spend-per-visit levels more quickly.
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Figure 26: New York gaming facilities estimated GGR recovery — High Case scenario

Est. Est. State  Est. State  Est. State
FY 2020 Est. FY Est. FY Effective | Receipts Receipts Receipts

Property GGR(M) 2022GGR 2023GGR . FY2020  FY 2022 FY
Rate” (M) 2023(M)
Akwesasne $100.5 $70.4 $100.5 21% $21.1 $14.8 $21.1
Batavia Downs $62.1 $37.3 $62.1 39% $24.2 $14.5 $24.2
Del Lago $158.0 $94.8 $158.0 30% $46.9 $28.2 $46.9
Fairgrounds $71.8 $43.1 $71.8 34% S24.4 $14.6 S24.4
Finger Lakes $105.3 $63.2 $105.3 37% $38.4 $23.1 $38.4
Oneida $383.0 $344.7 $383.0 21% $80.4 $72.4 $80.4
Rivers $168.9 $101.3 $168.9 35% $58.4 $35.1 $58.4
RW Catskills $204.6 $122.8 $204.6 26% $53.8 $32.3 $53.8
Saratoga $126.4 $75.8 $126.4 37% $46.1 $27.7 $46.1
Seneca $610.0 $466.2 $610.0 21% $128.1 $97.9 $128.1
Tioga Downs $83.1 $49.9 $83.1 33% $27.4 $16.5 $27.4
Vernon Downs $29.3 $17.6 $29.3 20% $5.9 $3.5 $5.9
All Upstate $2,103.0 $1,487.0 $2,103.0 $555.3 $380.5 $555.3
Empire $613.1 $306.6 $613.1 51% $309.6 $154.8 $309.6
Jake’s 58 $225.9 $135.5 $225.9 45% $101.7 $61.0 $101.7
RWNYC $882.3 $352.9 $882.3 41% $361.7 $144.7 $361.7
All Downstate $1,721.3 $795.0 $1,721.3 $773.0 $360.5 $773.0
Total State $3,824.3 $2,282.0 $3,824.3 $1,328.3 $741.0 $1,328.3

Source: New York State Gaming Commission, Spectrum Gaming Group

4) Conclusion

Spectrum has presented three potential GGR-recovery scenarios built on differing assumptions as
to the recovery timeframe for gaming to New York. With the industry shuttered for the first quarter of FY
2021, and with potentially slow recovery and possible reclosures of gaming facilities, it is impossible to
forecast the recovery with the same level of confidence as a normal gaming forecast. A vaccine launched
in December 2020 could change the outlook dramatically for the better. A mutation to a more virulent
and contagious disease would have the opposite effect. Whether current economic conditions persist into
2022 is unknown and is dependent on statewide health and economic conditions that are unknowable at
this time.

All VLT facilities and commercial casinos were closed for the essentially the first half of the fiscal
year. If gaming were to return to prior-year levels for the next two quarters, GGR would be 50 percent of
the prior year. If gaming were to return for the next two quarters at 75 percent of the prior year level,
GGR would be 38 percent of the prior year.
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Figure 27: Summary of estimated New York effective gaming-tax implications from COVID-19

FY2021 FY2022  FY2023 fri:;§: o | FY2021 | FY2022  FY2023

Mid Case

Upstate $189.2 | $331.1 | $472.0 Upstate $(366.1) $(224.3) $(83.3)

Downstate $180.2 $360.5 $657.1 Downstate | $(592.8) $(412.5) $(116.0)

Total $369.4 | $691.6 | $1,129.1 | Total $(958.9) | $(636.8) | $(199.3)
Low Case

Upstate $189.2 | $283.8 | $444.3 Upstate $(366.1) $(271.5) $(111.1)

Downstate $180.2 $340.8 $618.4 Downstate | $(592.8) $(432.3) $(154.6)

Total $369.4 | $624.5 | $1,062.7 | Total $(958.9) $(703.8) $(265.7)
High Case

Upstate $189.2 | $380.5 | $555.3 Upstate $(366.1) | $(174.8) $0

Downstate $180.2 $360.5 $773.0 Downstate | $(592.8) $(412.5) S0

Total $369.4 | $741.0 | $1,328.3 | Total $(958.9) | $(587.4) $0

Source: Spectrum Gaming Group

As for whether Spectrum’s projections throughout the report are impacted by the pandemic, note
that the base year for our financial projections was 2019, and the forward projections are for 2023 and
beyond. This means that the baseline for the projections was unaffected by the pandemic and the
projections for 2023 and beyond will be similarly unaffected. Relying on 2023 as a recovery point is
supported by economists, for example, Moody’s Analytics projects 2023 as the year in which the national
economy will make up all the jobs lost as a result of the pandemic.?®

Mark Zandi of Moody’s has suggested a “W-shaped recovery,” consisting of some interim smaller
ups and downs in which “the rebound will take time — until mid-2023 in Spectrum’s outlook — to get

back to full employment.”3®

Still, between the reopenings and 2023 there will be a ramp-up period. Many variables must be
considered in projecting how the industry will ramp up, as well as the potential for resurgence and
reclosures. As casinos have begun to open in other jurisdictions, there has been a surge of pent-up
demand. Some operators have reported higher revenues in the first few days after opening than in pre-
COVID-19 periods. It is unclear if this pent-up demand will last. No one can be certain that after the initial
thrill of being able to socialize after the mandated lockdown (albeit at a distance) guests will retreat and
retrench due to the loss of income many suffered during the mandated lockdown.

35 Yahoo Finance Interview with Moody’s Analytics Economist Maria Cosma, May 12, 2020
https://www.youtube.com/watch?v=Uq1P4400CPM; and Jim Tankersley, “As Job Losses Mount, Lawmakers Face a
Make-or-Break Moment,” New York Times, May 9, 2020. https://www.nytimes.com/2020/05/09/business/as-job-
losses-mount-lawmakers-face-a-make-or-break-

moment.html?action=click& module=Top%20Stories&pgtype=Homepage

36 Bernice Napach, “What Shape Will the Economic Recovery Take?” Think Advisor, April 13, 2020
https://www.thinkadvisor.com/2020/04/13/what-shape-will-the-economic-recovery-take/
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d. Implications

1) Potential Regarding Obligations and Debts

Most gaming company debt is not investment grade. There have been downgrades to debt issues
by gaming companies, and some transactions have been canceled — likely related to pandemic impacts,
but there may be other factors involved in particular transactions as well. New York-based Saratoga Hotel
and Casino had a contract to acquire Wildwood Casino in Cripple Creek, CO, and did not close the deal in
an effort to conserve cash and financial flexibly.?” It may be that other operators with properties in New
York face similar decisions. Much depends on the balance sheet of the individual operator and the
willingness of management to take on more risk. Another regional operator, Maverick Gaming, had signed
a deal to acquire properties from Eldorado Gaming in Lake Tahoe and Shreveport, LA, and terminated the
deal.

“At this time it is more important for Maverick to nurture and protect their existing assets than it is to

expand our asset base” said Eric Persson, owner of Maverick Gaming. “They are great assets, and in a

normal environment, we would be very excited to own them,” he added.38

Deutsche Bank Securities publishes a weekly High Yield Gaming Lodging and Leisure report that
covers the ratings and makes recommendations on debt securities. The report is extensive and covers
many different companies and their issued debt. Spectrum has used two of the Deutsche Bank reports,
one from February 28, 2020, and one from June 19, 2020. We focused on five U.S. gaming companies
including regional operators and a single-asset operator, to be representative of the New York operators.
The table below presents a summary of the same selected securities issued by these gaming companies
in February — before the COVID-19 impacts — and the outlook in June. It is important to note that different
debt issues from the same company may have different ratings based on the assets underlying the debt,
the maturity of the issue, and the seniority of the debt. (EBITDAR is “earnings before interest, taxes,
depreciation, amortization and restructuring or rent costs.”)

37 Robin K. Cooper, “Owner of Saratoga Casino Hotel terminates deal to buy Colorado casino and hotel,” Albany
Business Review, May 20, 2020. https://www.bizjournals.com/albany/news/2020/05/20/saratoga-casino-
terminates-colorado-casino-deal.html

38 Maverick Gaming Company press release, “Maverick Gaming Foregoes Purchase of Eldorado Shreveport and
Montbleu Resort Lake Tahoe,” April 24, 2020.
https://www.maverickgaming.com/maverickgamingforegoespurchases42020
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Figure 28: Deutsche Bank representative gaming company debt instruments ratings and EBITDAR
estimates, February 2020 vs. August 2020

Company

Security

Moody’s/

S&P Rating

Report Date: February 28, 2020

Maturity

Historical (M)

Revenue

EBITDAR

Boyd Gaming BYD 4.750% Sr Unsecured due 2027 B3/B+ $1,000M 12/01/27 $3,326 $897

Churchill Downs | CHDN 4.750% Sr Unsecured due 2028 Ba3/B+ S500M 01/15/28 $452
S -

Golden Nugget 'z\léjziGET 8.750% Sr Subordinated due Caal/CCC+ $670M |  10/01/25 $719

Motor City MOTOR 6.000% Sr Unsecured due 2022 B3/BB- $200M 03/15/22 $484 $138

Penn National PENN 5.625% Sr Unsecured due 2027 B2/B+ S400M 01/15/27 $1,690

Total estimated EBITDAR $3,896

Report Date: August 27, 2020

Boyd Gaming BYD 4.750% Sr Unsecured due 2027 Caal/B- $1,000M 12/01/27 $2,543 $602

Churchill Downs | CHDN 4.750% Sr Unsecured due 2028 B1/B+ *- S500M 01/15/28 $1,025 $247
S -

Golden Nugget ggz(;GET 8.750% Sr Subordinated due Caa3/ccC $670M |  10/01/25 $470

Motor City MOTOR 6.000% Sr Unsecured due 2022 Caal/BB- $200M 03/15/22 $348 S77

Penn National PENN 5.625% Sr Unsecured due 2027 B3/B *- S400M 01/15/27 $4,117 $1,084

Total estimated EBITDAR $2,480

Change from February 29 to August 20

Boyd Gaming BYD 4.750% Sr Unsecured due 2027 Down $1,000M 12/01/27 S(783) $(295)

Churchill Downs | CHDN 4.750% Sr Unsecured due 2028 Down S500M 01/15/28 N/A $(205)
N ET 8.7509 i

Golden Nugget | (;JZGSG 8.750% Sr Subordinated due Down $670M |  10/01/25 N/A $(249)

Motor City MOTOR 6.000% Sr Unsecured due 2022 Down $200M 03/15/22 S(136) S(61)

Penn National PENN 5.625% Sr Unsecured due 2027 Down S400M 01/15/27 N/A S(606)

Change in total estimated EBITDAR from February 28 to August 27 $(1,416)

Source: Luis Ricardo Chinchilla, Deutsche Bank, High Yield Gaming, Lodging and Leisure weekly, February 28, 2020,

August 27, 2020
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Figure 28 presents a range of gaming operators, from Motor City, with a single operation in
Detroit, to Penn National Gaming, with 41 casinos across the country. It is notable that of all five selected
securities had ratings downgrades. Since February, the estimated EBITDAR for these companies has fallen
by $1.4 billion, or 36.3 percent. EBITDAR is a non-GAAP measure of operational performance commonly
used in the gaming industry. Lower EBITDAR means less cash to pay interest on debt.

The implications for the New York gaming industry are difficult to ascertain due to the opacity of
the financials of the state’s operators. The operators of three of New York’s four commercial casinos are
private companies, as are the operators of the VLTs at Vernon Downs, Hamburg, Finger Lakes, Jakes’s 58
and Saratoga. Batavia Downs is owned and operated by Western Regional Off-Track Betting (“WROTB”),
a public-benefit corporation.

A quick review of the operators’ portfolios and sources of income may prove informative. All the
New York operators are focused on hospitality and tourism, two of the hardest-hit segments in the COVID-
19 economic crisis. All have likely endured, and are enduring, drastic reductions in cash flow.

Delaware North Companies (“DNC”) is a Buffalo-based company that operates the VLTs at Finger
Lakes, Hamburg and Jake’s 58. In addition to the New York gaming operations, the company owns a casino
in Illinois and operates casinos in Arkansas and Ohio. DNC began as a concession company and now
provides concessions to 30 sports franchises around the world. All these operations are closed, or have
been closed. A second major line of business for DNC is “destination retail.” Delaware North operates
stores in airports, state and national parks, resorts, and at toll plazas. But with all sports venues closed
and a collapse of air travel and tourism, the company’s cash flow has likely been hit.

As noted above, the owners of Saratoga chose not to close on a casino purchase in Colorado to
preserve capital. American Racing and Gaming owns Vernon Downs, a VLT operator and Tioga Downes,
which converted to a commercial casino in 2016. The company also has racing operations at the
Meadowlands in New Jersey, where the grandstand opened for fans at 25 percent capacity on July 3.

The Rivers Casino and Resort in Schenectady is owned by the Chicago-based Rush Street Gaming.
In addition to the New York property, Rush Street has operations in Philadelphia, Pittsburgh, and a Chicago
suburb — all operating under the Rivers brand. The Pennsylvania casinos reopened June 10. The Illinois
casino reopened July 1. Peninsula Pacific the owner and operator of del Lago, like all the New York
operators with the exception of WROTB, is geographically diversified. Peninsula Pacific has casinos in lowa
and Louisiana and racing operations in Virginia.

MGM owns and operates Empire Casino at Yonkers Raceway. MGM, like Genting Americas,
operator of the VLTs at Aqueduct and owner and operator of Resort World Catskills, has a diversified
portfolio of gaming properties around the world. It is possible that these operators find New York an
attractive market for investment over Las Vegas, Macau, or Singapore.

All the New York operators have proven track records of success. And all of these operators have
seen gaming and gaming-related revenues evaporate. The implications for their operations and continued
investment in their New York gaming facilities remain to be seen.
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2) Reinvestment, Marketing and Capital

Gaming operators today are evaluating maintenance budgets and rethinking marketing strategies
to focus on value, not volume. Some new projects will be expedited. Projects that enhance air circulation,
promote social distancing, or assist in disinfecting surfaces will take priority over other tasks and projects.
Maintenance capital will be in short supply as cash flows dry up. Some properties may replace carpet with
solid-surface flooring to ease in disinfecting. In the near term, there will be fewer restaurant remodelings,
less investment in amenities such as spas and entertainment pavilions, and a focus on environmental
safety. Without these vital risk-mitigation projects, players may not be comfortable returning.

Historically, casinos were built to meet the potential capacity needs of Friday and Saturday nights.
A popular saying when planning a casino project was “build the church for Easter Sunday” while
acknowledging that much of that gaming capacity was unused Monday through Thursday. To fill the
property during these low-demand periods, casinos developed elaborate marketing plans to draw players
during these slower periods. With the COVID-19-induced reduction in capacity and ongoing demand,
there is less capacity to fill, and so less of a need for expensive marketing schemes.

In conversations with operators that have reopened, they note that their first weeks were by
invitation only to high-value players. As casino marketing evolves, it is likely that the focus will be on the
value of the player and the total profit from the play. In the next 12 to 24 months it is likely that marketing
expenditures will fall, as there is less supply and plenty of demand.

While certain operating expenses may fall, others will increase. Cleaning crews may be increased,
an increase in air circulation means that boilers and air conditioners will run more intensely and thus
increase utility costs, and spending on protective gear for employees and patrons will increase. These
expenses are ongoing costs that erode company profitability.

Each New York operator will react differently to the stresses caused by the shortfalls in revenue.
Some highly leveraged operators may see difficulties while others with less debt may take advantage of
the opportunity to increase marketing spend to draw business. There is no way to be certain.

3) Restructuring

To generate additional liquidity during the mandatory lockdown, some gaming companies issued
notes, equity, or, in the case of Penn National Gaming, both.3® Expending maturities and selling assets to
real estate investment trusts (“REIT”) also were tactics employed to generate working cash. Typically, a
REIT buys the physical plant of the casino and hotel from the operator. The operator essentially becomes
a tenant of the REIT and pays the REIT rent for use of the premises. This device has been used for decades
in the hotel industry, and in more recent years the casino industry. Such a transaction can bring a quick
infusion of cash to an operator, with the promise of a future rent stream to the REIT. The securities noted

39 “penn National Gaming Announces Exercise and Closing of Greenshoe Option in First Ever U.S. Dual Tranche
Equity/Convert Offering for a Gaming Operator, Penn National Gaming,” press release, May 19, 2020.
https://www.businesswire.com/news/home/20200519005895/en/Penn-National-Gaming-Announces-Exercise-
Closing-Greenshoe
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in Figure 28 above were issued before the closures to present a picture of how the debt market view of
casino securities has changed.

Spectrum is unaware of any New York gaming operations that have sought to restructure as a
result of the COVID-19 impact. Whether they ultimately will depends on the pace of the recovery of their
business operations and their own balance sheets.

4) Migration of the Gambler: Have They Returned? Will They Return?

There are preliminary results from casino openings in several states, as shown above in figures 14
through 16, It is evident that casino gamblers have returned — at least for the immediate, post-opening
period. As stated throughout this chapter, it is too soon to know the longer-term trend due to the
uncertainties over health and economic conditions.

While retail gaming facilities were generating zero dollars of gaming revenue during the closure
of gaming facilities nationwide, digital casino gaming (“iGaming”) flourished in the three primary states in
which it is available — Delaware, New Jersey and Pennsylvania.*® As shown in Figure 29 below, the
sequential monthly combined iGaming GGR increased by 25 percent in March 2020, 38 percent in April
2020, and 15 percent in May 2020. The key state for analysis is New Jersey, because Delaware volumes
are not meaningful for this analysis and Pennsylvania iGaming is still ramping up, having launched in July
2019. For New Jersey, its year-over-year monthly GGR increased 66 percent in March 2020 (the casinos
closed on March 16), 119 percent in April 2020, and 121 percent in July 2020.

Figure 29: New Jersey and Pennsylvania iGaming gross gaming revenue, March 2019 - September
2020
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Source: State gaming/lottery commissions, Spectrumetrix. Note: Pennsylvania iGaming began in July 2019.

0 Internet poker is offered in Nevada, but results are not publicly reported because there are too few participants.
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Although digital sports wagering was/is also available during the casino closures, GGR for that
activity was depressed significantly during a period in which virtually all professional sports globally had
ceased.

Spectrum believes that the COVID-19 closures and the accompanying loss of perhaps $2.6 billion
in collective state retail gaming taxes nationwide will accelerate the legalization of iGaming (including
digital sports wagering) in other states that heretofore balked at such measures, as it provides a fiscal
safety net should there be future disruptions to their gaming revenue streams. As it stands, only two
additional states have authorized iGaming: West Virginia, which launched in July 2020, and Michigan,
which is not expected to launch until 2021.

:‘“; SPECTRUM, New York Gaming Study 47




B. Overview of New York Gaming Facilities

New York offers three forms of legal casino-style gaming operations: Indian casinos, VLT facilities
at racetracks, and commercial casinos (collectively, “gaming facilities”). The following table provides an
overview of the size and scope of each facility.

Figure 30: Key specifications of New York gaming facilities

Property

(Grouped by Type) Operator

Indian Casinos/Gaming Facilities

Seneca Niagara Niagara Falls | Seneca Nation 1l 3,000 80| Y | Y 604 8| 1
Seneca Allegany Salamanca Seneca Nation 1} 1,500 30 Y 413 5
Seneca Buffalo Creek Buffalo Seneca Nation 1] 1,100 36 Y 4
Seneca Entertainment Irving Irving Seneca Nation 1] 650 1
Seneca Ent. Salamanca Salamanca Seneca Nation I 350 1
Seneca Ent. Oil Spring Cuba Seneca Nation 1] 110 1
Lakeside Entertainment Union Cayuga Nation I 86

Turning Stone Verona Oneida Nation 1} 2,000 126 | Y | Y 707 12| 5
Yellow Brick Road Chittenango | Oneida Nation 1] 400 14 Y 3
Point Place Bridgeport Oneida Nation 1] 600 20 Y 3
PlayOn Sherrill Oneida Nation 1] 16

PlayOn Upper Oneida Nation 1] 15

PlayOn Oneida Oneida Nation 1] 16

PlayOn Oneida Lake | Oneida Nation 1] 21

SavOn CStore Verona Oneida Nation I 35

SavOn CStore Canastota Oneida Nation 1] 14

Lake House Casino Sylvan Lake Oneida Nation 1} 100

Akwesasne Mohawk Hogansburg | Saint Regis Mohawk 1] 1,600 30 (Y |Y 150 5
Batavia Downs Batavia Western Regional OTB VLT 869 84 3
Hamburg Gaming Hamburg Delaware North VLT 898 3
Finger Lakes Farmington Delaware North VLT 1,195 2
Vernon Downs Vernon American Racing & Gaming VLT 646 175 6
Saratoga Saratoga Saratoga VLT 1,706 117 6
Resorts World NYC/Nassau OTB | Queens Genting VLT 6,548 3
Empire City Yonkers MGM VLT 5,222 3

Jake’s 58 Islandia Delaware North VLT 1,000 227 1

Tioga Downs Nichols American Racing & Gaming 943 32 Y | Y 161 4 1
Del Lago Waterloo Peninsula Pacific 1,959 81 Y | Y 206 5

Rivers Schenectady | Rush Street Gaming 1,150 67 Y | Y 185 6
Resorts World Catskills Monticello Genting 2,155 133 | Y | Y 437 9

Source: New York State Gaming Commission, Spectrum Gaming Group research. *EGDs = electronic gaming devices, whether
slot machines, video lottery terminals, or Class Il gaming machines
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The following map shows the locations of New York gaming facilities and places them into regional
context. As shown, large portions of this region are now within a one-hour drive of a gaming facility — both
within New York and in bordering jurisdictions, as depicted in Figure 31.

Figure 31: Map of regional gaming facilities with 60-minute drive-time regions
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Figure 32 shows the gross gaming revenue (“GGR"”) performance of New York’s gaming facilities
by sector. The results clearly show the impact of Resorts World New York City opening in late 2011 as well
as the addition of commercial casinos in Upstate New York beginning in 2017.

Figure 32: New York gross gaming revenue by sector, 2010-2019
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Source: New York State Gaming Commission, Spectrum Gaming Group
Following are more detailed performance charts of each of New York’s three gaming sectors.

Figure 33: New York VLT GGR by facility, 2010-2019
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Figure 34: New York commercial GGR by facility, 2017-2019
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Figure 35: Estimated New York Indian casino GGR by tribal operator, 2010-2019
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See Appendix E for overviews of each of New York’s gaming facilities.

Each New York gaming sector pays gaming taxes at different rates. Within the commercial casino
and VLT sectors, there are differences in rates between properties. The Indian nations, via compact with
the State of New York, pay 25 percent of their slot revenue to the State for the exclusive right to operate
Class Ill gaming in their exclusivity zones. The State in turn distributes 25 percent of the exclusivity
payments back to the host communities of the Indian casinos and 10 percent to non-host communities.

SPECTRUM New York Gaming Study 51
GAMING GROUP




Figure 36: Estimated state revenue from gaming calendar years 2010 -2019

2018 2019
VLT $503.4 $593.6 $822.7 $877.7 $864.2 $888.4 $918.0 $917.4 $940.7 $956.3
Casino $1.7 $105.2 $160.9 $188.3
Indian
Casino $108.8 $105.2 $110.7 $144.7 $157.6 $188.1 $197.1 $200.9 $206.0 $221.0
PILOT*
Total $612.2 $698.8 $933.4 | $1,022.4 | $1,021.8 | $1,076.5 | $1,116.8 | $1,223.4 | $1,307.6 | $1,365.5

Sources: Oneida Indian Nation, New York State Gaming Commission, Spectrum Gaming Group. * Spectrum estimate of tribal
payments in lieu of taxes.

The Lottery revenue from the VLTs is directed toward elementary or secondary education. Eighty
percent of the tax revenue from the commercial casinos is directed to education and 20 percent of the
revenue is directed to host and non-host communities. Of this 20 percent, half goes to host county and
municipality evenly split and half goes to non-host counties in the region.
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C. Economic Impact of New York Gaming Industry

The present and future landscapes for gaming in New York will, in no small measure, be shaped
by the state’s demography. A vast state of 47,126 square miles,** New York holds much diversity and many
stark contrasts both culturally and demographically (See Appendix C). From Wall Street to Niagara Falls
and from wealthy suburbs to struggling agricultural communities, New York boasts the most populous city
in America (with 28,209 people per square mile*?), amid a state with immense rural swaths, including
farming towns with only two people per square mile.

Although each region and city may have a separate story to tell, there are two main trends that
emerge from New York’s demographic statistics:

e Population decline
e Division in a state segmented by geography

With few exceptions, there is little difference in the trajectory of population across the state: the
number of residents is shrinking. However, there is a marked difference in the characteristics of residents
across the state. Neighboring counties share more than borders. They share values, workforce
opportunities, educational resources, and industries. They share their sameness or their diversity. In New
York, this sharing of characteristics among neighbors results in an Upstate and Downstate bifurcation.

While Upstate and Downstate may be an intangible state of mind to many New Yorkers, it is also
a very real geographic designation. Upstate is considered all of New York except New York City, Long
Island, Westchester, Rockland, Orange, Putnam, and Dutchess counties. Geographically, most of New York
is Upstate. With respect to population, most of its inhabitants are Downstate.

In some ways, New York mirrors the demographic characteristics of the rest of the country. Both
New York and the United States as a whole have an aging population, with the percentage of people over
65 years of age hovering in the 16.4 percent range, up from 13 percent in 2010. The median ages for New
York State (39 years) and the United States (38.2 years) are climbing toward 40. Other basic attributes —
such as the percentage of men to women, household size, high school graduation rates, and the
percentage of adults in the labor force — are all similar.*?

The Upstate-Downstate pattern is repeated in household income and education. Long Island,
where the per capita income is $78,769, and the nearby regions of Hudson Valley and New York City top
the list of wage earners. This threesome also earns the top marks for the most residents with bachelor’s
degrees. The Capital District, which includes Albany, the seat of New York government, and wealthier

41 New York State Department of Health, Vital Statistics of New York State 2016, “Table 2: Population, Land Area,
and Population Density by County, New York State —2016.”
https://www.health.ny.gov/statistics/vital statistics/2016/table02.htm

42 bid.

43 U.S. Census Bureau, “Quick Facts: New York and U.S. Population Estimates,” ACS, CPH, CPS, 2018.
https://www.census.gov/quickfacts/fact/table/NY,US/PST045218
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communities such as Saratoga, comes next in both per capita income and education. At the other end of
the spectrum are the North Country and Mohawk Valley, with the lowest income and the fewest college
graduates.*

For the most part, changes in the gaming landscape in neighboring states and Ontario will have
little impact on existing New York gaming properties. Tioga Downs may lose GGR if there is an extensive
buildup of convenience gaming at truckstops in Pennsylvania, but generally, the four existing New York
commercial casinos are not located in areas where out-of-state competition is a significant issue. The
recent privatization of the provincial OLG casinos in Ontario may result in refinements to the Ontario
properties that would make a U.S. trip less appealing to a Canadian, but of greater importance is the
exchange rate. When the Canadian dollar is strong, visitation from Canada to U.S. casinos rises.

1. Gaming and Tourism
Tourism defies simple definitions, while raising important questions:

e |f a gaming facility attracts adults from one region of New York to another, is it increasing
tourism?

e (Canacasino attract out-of-state visitors when nearly every existing or potential visitor already
lives near a casino?

For purposes of this analysis, tourist GGR is revenue generated from out-of-market visitors to New
York gaming properties — those who live outside of New York or beyond the boundaries of a day trip. But
such a neat definition does not address the policy-related questions or identify the opportunities to grow
revenue.

In-state transfers of GGR from, say, Rochester to Syracuse, or from Binghamton to Nichols are
important for the individual cities, but not for the state as a whole. A shift of revenue from a lower-taxed
property to a higher-taxed property may result in an increase of revenue to the State, but no change in
the overall GGR.

The New York gaming facilities are importers of play from Canada and Pennsylvania. Canadian
play accounts for approximately 40 percent of GGR at the Saint Regis Mohawk’s Akwesasne Mohawk
Casino.” The property has converted about 100 of its slot machines*® to handle Canadian currency. Seneca
Niagara, located near the Rainbow Bridge in Niagara Falls, also draws players from Canada. It is estimated
that approximately 15 percent of the GGR at Seneca Niagara comes from Canadian players. Given the
proximity to state lines, players from Pennsylvania account for a portion of play at the Seneca Allegany

4 Indiana Business Research Center & U.S. Commerce Department’s Economic Development Administration,
“StatsAmerica: Innovation in American Regions.” http://www.statsamerica.org/innovation/anydata/custom.asp
(accessed March 13, 2020)

4 Interview with Akwesasne Mohawk Casino management.

46 Akwesasne Mohawk Casino, “Akwesasne Mohawk Casino Resort Installs Slot Machines That Accept Canadian
Currency.” https://mohawkcasino.com/news/akwesasne-mohawk-casino-resort-installs-slot-machines-accept-
canadian-currency/ (accessed March 27, 2020)
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property, and at Tioga Downs. Turning Stone Resort in Verona, while not near a state or international
border, attracts visits from out of state and Canada due to its accessibility and the extensive amenities at
the property. The property has invested heavily in non-gaming amenities including hotels, golf courses
and a spa to attract patrons from beyond its traditional market catchment area. These patrons are likely
resort guests rather than casino/VLT visitors.

In the past 30 years, casino/VLT gaming has become a major industry in the United States,
evolving from a niche market with a somewhat forbidding mystique to mainstream entertainment. Prior
to the 1990s, casino gambling was legal only in Nevada and Atlantic City, NJ. Since then, commercial
casino/VLT gaming has spread across 24 states. Indian casinos are present in 28 states. Twelve states have
both commercial and Indian casinos. In all, there are more than 1,000 gaming facilities of all types in 42
states, including land-based casinos, riverboat casinos, racetrack casinos, and casinos that use historical
horse racing machines in lieu of true slot machines.

With the expansion of gaming across the country, gaming as a tourist draw has fallen dramatically.
Prior to the expansion of gaming, the Indian casinos in New York drew from Pennsylvania, Ohio,
Massachusetts and other states. Today, there is no compelling reason for a Cleveland resident to drive
three hours to a New York casino/VLT facility when there are three gaming facilities within 15 miles of
downtown Cleveland.

New York has expanded gaming in this period, too. Clearly, some of the decline in visitation to
Atlantic City is attributable to the addition of VLTs at Empire City and at RWNYC. Much the same has
happened to gaming markets across the country. The first movers have seen their market reach erode as
more convenient options opened, as Spectrum has observed across the country.

Consider that Atlantic City gaming revenue reached its peak of $5.2 billion in 2006, declined by
half in less than a decade, and has since risen to $3.29 billion in 2019, still a dramatic decline from its
height.*’ That decline coincided with the expansion of gaming elsewhere in the region, a case in which
correlation equates to causation.

Does that mean that gaming revenue in the eastern United States is finite, and that all states can
do is rearrange their respective shares, perhaps shifting revenue from one state to another or from one
region to another? Or can the pie expand?

The addition of mobile and digital betting in New York would repatriate some dollars that New
Yorkers now spend across the Hudson River to gamble remotely in New Jersey, but that in no sense would
qualify as growing tourism. At the same time, there is no reason to expect that visitors from anywhere in
the world will travel a long way — even to a proven global destination such as New York City — simply for
the opportunity to gamble. The goal then is to leverage casinos as an element that can enhance a visit by
emphasizing both the gaming and non-gaming amenities. Oneida County, for example, promotes both
Turning Stone and Vernon Downs in its marketing campaign as attractions that feature golf, dining,
entertainment, racing and other lures.

47 New Jersey Casino Control Commission revenue reports.
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For commercial casinos in New York City, the opportunities are different. Creating destinations
that can be characterized as integrated resorts can foster growth in different segments:

e Repatriating gaming dollars spent elsewhere in the region

e Attracting more MICE (meetings, incentives, conferences and exhibitions) business
e Extending the length of existing visits

e Packaging gaming into the overall visitor experience

Such efforts would allow New York to expand the overall gaming pie while advancing a range of
other public policies.

The economic impacts of gaming extend beyond the casinos themselves. In a separate section
detailing the impacts of various expansion scenarios, we evaluate how changes in tourism, in-state
reallocation, and market development combine to create new economic activity within New York State
and its regions. The estimates of gross gaming revenue that drive the impacts are based on a market
analysis that evaluates population density, income, age composition, and household income within
various drive-time radii. Given the socioeconomic conditions in New York and expected visitation, we
found that on balance the gaming expansion scenarios evaluated in this study generally create positive
economic and fiscal impacts for the state.

2. Modeling Existing Gaming

Spectrum employed the Regional Economic Models, Inc. (“REMI”) PI* economic-impact model to
assess the current and projected economic impacts of gaming in New York. (See Appendix B for a detailed
description of the PI* model.)

a. Glossary

It is helpful to understand the following terms that are used to describe the results of the
economic impacts of existing and expanded gaming in New York.

Employment: Employment is a count of jobs, not people, by place of work. It counts all jobs with
the same weight regardless of whether the position is full-time or part-time or the labor of a self-employed
proprietor. Jobs are counted as Job-Years, which are equivalent to one job lasting for one year. This is a
similar concept to “person-hours.” Jobs often carry over from year to year and therefore the jobs in one
year include many of the same jobs as in the previous year. For example, if a new business opens with 10
employees, then the host community of that business will have 10 more jobs than it would have had in
every future year that the company maintains its workforce. In that case, over 5 years, the business will
have created 50 job-years (10 jobs at the company x 5 years = 50 job-years), though it is possible that it is
not the same 10 people who are working there over time. When reviewing changes in employment across
multiple years, knowledge of the concept of job-years is vital to proper interpretation.

Output: Output is the total economic value of production, sales, or business revenues, whether
final (i.e., purchased by the end user) or intermediate (used by another business to produce its own
output). It includes the value of inputs to production, wages paid to employees, capital expenses, taxes,
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and profit. It is useful as an indicator of business activity, but it should not be construed as net new
economic activity.

Personal Income: Personal income is income and benefits from all sources earned by all persons
living in an area. It excludes the income earned by non-resident workers who commute into an area, but
it includes the income of residents who commute out.

Value-Added: Value-added is the value of all final goods and services created in an economy. It
represents new economic activity and is also known as gross product or net economic impact. It differs
from output by the value of inputs to production. Value-added provides a useful summary of the
economy, which is why all nations and U.S. states report their economic growth in this way, calling it either
gross domestic product or gross state product, as appropriate. Its usefulness derives from the elimination
of the double-counting inherent in output, which stems from the inclusion of inputs. An example of the
double-counting of inputs can be found and simplified in the process of making and selling a loaf of bread.
A farmer sells wheat to a mill, which then sells flour to a baker, who then sells bread to the final customer.
The sale price of the bread includes the cost of all necessary inputs including growing the wheat, milling
the flour, and baking the bread. Value-added counts only the sale price of the bread to the final consumer,
which is the net new value created in the economy. On the other hand, output counts the revenues earned
by every business in the supply chain, which means that the value of the wheat and flour are counted
more than once.

b. Methodology

The following section describes the methodology used to develop the economic impact estimates
specifically. The team derived much of the data used in this analysis in other parts of this study, e.g. market
and tax analyses and gross gaming revenue forecasts developed in chapters |, V and IV of this report, as
well as construction costs developed by our construction experts. Therefore, the methods behind much
of the inputs to the economic impact analysis are described elsewhere in this report.

In essence, the economic impact analysis, whether of existing or expanded gaming, takes direct
impacts and uses them to drive indirect and induced impacts. Direct impacts are those economic changes
immediately tied to the issue being studied. In this case, direct impacts would be tied to the casinos
themselves: construction spending, revenues, employment, taxes on GGR, etc. These changes become
inputs to the model and describe the scenario for which we wish to measure ripple effects. The indirect
and induced changes are the ripple effects. Stated simply, indirect effects are supply chain impacts: as one
business grows, so too do its suppliers and their suppliers and so on. Induced effects are consumption
impacts: as businesses grow, they hire workers who have more money to spend on goods and services,
which in turn creates positive impacts for consumer-facing firms.

The model employed for this study is Pl+, which is produced by Regional Economic Models, Inc.
(“REMI”) based in Massachusetts. (See Appendix B for detailed description of PI+ model.) The State of
New York was divided into four regions: New York City, Long Island, Metro North, and Upstate. The county
composition of the regions are as follows:
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Figure 37: Economic models by region and county

Model Region County ‘
Bronx

Kings
New York City | New York

Queens

Richmond

Nassau
Suffolk

Dutchess

Long Island

Orange

Metro North Putnam
Rockland

Westchester

Upstate All other counties

Source: Spectrum Gaming Group

3. Impacts of Existing Gaming and the Upstate New York Gaming Act

The New-York based casinos and VLT facilities could expect 2020 GGR of $3.8 billion and non-
gaming revenues of $549 million and would employ about 15,700 people, with most revenues and jobs
concentrated in the Indian casinos Upstate.*® These revenues and jobs form the core of gaming’s impacts
on the state, with their ripple effects driving the total impacts described below.

In order to provide an assessment of all existing gaming as it is today and expanded Upstate
gaming within that, Spectrum evaluated all gaming in New York in 2015 and 2020 and also just the
expanded properties in 2020. We chose 2015 as the first year of our analysis because it preceded any of
the developments of the Upstate New York Gaming Economic Development Act. We use the growth from
2015 to 2020 to show how existing gaming has changed over those years as context for the gaming
expansion. We also show the impacts of the expanded properties alone as a share of 2015 to 2020 growth
for additional context.

The total employment at New York casinos and VLT facilities has grown from about 12,000 jobs in
2015 to 15,700 jobs in 2020, of which roughly 3,400 are at the four commercial casinos that make up the
Upstate expansion properties. The total employment impacts were about 25,000 jobs in 2015 and 32,360
in 2020, meaning that a little over one additional job elsewhere in New York was created for each gaming
job. Of the 2020 total impact, 5,533 jobs, or 17 percent, are attributable to the expanded properties.
Though contained to the Upstate region, the ripple effects of the changes spread throughout New York
via trade, commuting, and government spending relationships.

Significantly, the Upstate expansion accounts for 75 percent of the growth in the employment
contributions of gaming from 2015 to 2020, with robust contributions in all regions except Long Island.

8 The forecasts for 2020 were made prior to the COVID-19-related shutdowns and thus represent expected
gaming trends for New York.
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The smaller contributions to Long Island are due to expansion of gaming that also occurred there during
this span with the opening of Jake’s 58, which accounts for 1,400 of the 1,577 jobs gained in that region
during this time span.

Additionally, the Upstate expansion accounts for over 100 percent of the change in employment
in the Metro North region, implying that the employment contributions of gaming would have decreased
in that region without the expansion. Again, that effect is attributable to Jake’s 58, which would reallocate
economic activity away from that region, but that loss was offset by the government spending that is
enabled in Metro North due to taxes on the expanded properties.

Figure 38: Employment impacts of existing gaming, job-years, 2015 and 2020

a0l S bomdens e
New York City 3,131 3,694 370 10% 66%
Long Island 1,705 3,290 216 7% 14%
Metro North 2,216 2,349 158 7% 119%
Upstate 17,964 | 23,032 4,789 21% 94%
State Total 25,017 | 32,365 5,533 17% 75%

Source: Spectrum Gaming Group, PI*

Increases in revenues typically drive increases in employment as firms usually do not hire unless
they expect expanding sales. Gaming revenues rose from $2.9 billion to $3.8 billion from 2015 to 2020,
while nongaming revenues rose from $400 million to $549 million, resulting in total revenues growing
from $3.3 billion to $4.4 billion. The total output impacts grew from $4.7 billion to nearly $6.8 billion,
resulting in roughly $0.50 of additional business revenues for each dollar of casino revenues. As expected,
gaming employment and revenues grew by similar percentages, with both increasing by about 30 percent.
However, the change in impacts was farther apart. Employment impacts grew by 29 percent from 2015
to 2020 while output impacts grew by 43 percent. This gap reflects the growing labor productivity seen in
the economy where each worker is able to support more production. Expansion’s share of 2020 output
impacts is generally similar to its share of employment impacts, though expansion’s share of 2015-t0-2020
growth is generally smaller.

Much like the case with employment, Jake’s 58 explains much of the discrepancy. By also
contributing taxes, Jake’s 58 creates statewide output impacts that exist in 2020 but did not exist in 2015,
thus generally diluting the share of growth that is attributable to the Upstate expansion. Furthermore,
because Jake’s 58 contributes a larger share of its revenues to the State than the Upstate expansion
properties, the addition of Jake’s 58 dilutes the output effects more than the employment effects.

Figure 39: Output impacts of existing gaming, 2015 and 2020

owpst o5 o0 200Usstate o Epamions | Expansions shar
New York City $1,028 $1,299 $114 9% 42%
Long Island $339 $590 S50 8% 20%
Metro North $516 $585 $37 6% 54%
Upstate $2,825 $4,279 $849 20% 58%
State Total $4,709 $6,753 $1,051 16% 51%

Source: Spectrum Gaming Group, PI*
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We have seen how State and local government spending enabled by revenues from gaming
accounts for many of the wrinkles seen in the results thus far. Government spending explains the
expansion’s employment effects on Metro North and also its generally smaller share of output growth.
The State revenue impacts presented below reflect the net result of the direct change in State revenues
attributable to gaming: the increase in taxes and revenues from gaming, sales, and hotels and the
reduction in sales tax revenues due to the reallocation of consumption away from other items toward
gaming. The figure also includes revenues to the State supported by general economic activity. Taxes on
gaming directly contributed $1.3 billion in 2015 and $1.6 billion in 2020, of which $188 million is
attributable to the expansion. The other tax sources are net negative because the loss in sales tax
revenues from reallocation is greater than revenues on hotels (both sales and bed taxes), other
nongaming revenues, and general taxation on economic growth.

Figure 40: Tax impacts of existing gaming, 2015 and 2020

Total State Taxes ‘ 2015 2020 2020 Upstate Expansion’s Expansion’s Share of
(M) (M) Expansion Only (M)  Share of 2020 15-20 Growth

New York City $243 $307 $36 12% 57%

Long Island $123 $157 $18 12% 52%

Metro North $119 $147 $17 12% 60%

Upstate $884 $1,103 $138 13% 63%

State Total $1,369 $1,714 $209 12% 61%

Source: Spectrum Gaming Group, PI*

All the labor required to staff the casinos and provide the additional goods and services created
by gaming’s economic impacts also creates income. Total income impacts grew from $1.6 billion to $2.4
billion from 2015 to 2020. The Upstate expansion accounts for 14 percent of 2020 income impacts and 41
percent of the change from 2015. When these income impacts are paired with the employment impacts
in Figure 38, average incomes are roughly $62,500, $74,200, and $62,400 for 2015, 2020, and expansion
only, respectively.*

Figure 41: Personal income impacts of existing gaming, 2015 vs. 2020
‘ 2015 ‘ 2020

2020 Upstate Expansion’s Expansion’s Share

Personal Income

(M) (M) Expansion Only (M)  Share of 2020 of ‘15-’20 Growth
New York City $267 $375 $34 9% 31%
Long Island $176 $299 $26 9% 21%
Metro North $173 $218 $19 9% 43%
Upstate $948 | $1,510 $266 18% 47%
State Total $1,564 | $2,402 $345 14% 41%

Source: Spectrum Gaming Group, PI*

All of the above economic impacts can be summarized in value added, also known as gross
product. Value added captures the net change in economic activity and accounts for consumption, the
value of inputs used up in production, imports, exports, government spending, and investment. Gaming

4 personal income includes wages, salaries, bonuses, benefits, government transfers, and all other sources of
income and compensation. Therefore, it is not the same as the average annual pay of a worker.
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contributed $2.9 billion to New York’s gross state product in 2015, rising to $4.2 billion in 2020. The
Upstate expansion accounts for $647 million of the net impact in 2020, or 16 percent. Because value
added is a component of output, it is expected to see the two hew closely together as is seen in the
expansion’s share of 2020 and share of growth. The similarity in the two shares implies there are no
notable differences in the economic structure of the firms impacted by gaming generally versus by the
expansion specifically.

Figure 42: Value-added impacts of existing gaming, 2015 and 2020

Value-Added 2015 ‘ 2020 ‘ 2020 Upstate Expansion’s Expansion’s Share

(M) (M) Expansion Only (M) Share of 2020 of ‘15-"20 Growth

New York City $645 $821 S75 9% 42%
Long Island $218 $372 $32 9% 21%
Metro North $317 $362 $24 7% 53%
Upstate $1,735 | $2,610 $516 20% 59%
State Total $2,915 | $4,165 $647 16% 52%

Source: Spectrum Gaming Group, PI*
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D. Forecasts for Downstate Gaming Facilities

1. Historical Overview

Compared to industries such as financial services and health care, gaming would not be
considered as a major economic driver in New York State. The State Department of Labor includes gaming
in its list of the state’s “significant industries,” as a subset of the North American Industry Classification
System (“NAICS”) code for “Amusements, Gambling and Recreation,” which is itself a subset of New York’s
Leisure and Hospitality Industry.>® And while New York is hardly defined by its gaming industry, gaming
facilities are already within easy reach of nearly every region in the state.

The state’s gaming industry clearly increased in prominence on New Year’s Day in 2014, when the
Upstate New York Gaming Economic Development Act of 2013 went into effect, forever changing the
state’s landscape. That statute, which followed the 2013 referendum to amend the state constitution to
allow for commercial casinos, spells out in great detail the letter of the law and how it would be
implemented.

The spirit of that same law can also be found within the language of the statute, which notes:

e New York state is already in the business of gambling with nine video lottery facilities, five
tribal class Il casinos, and three tribal class Il facilities;

e New York state has more electronic gaming machines than any state in the Northeast or Mid-
Atlantic region;

e While gambling already exists throughout the state, the state does not fully capitalize on the
economic development potential of legalized gambling;

e The state should authorize four destination resort casinos in upstate New York;

e Four upstate casinos can boost economic development, create thousands of well-paying jobs
and provide added revenue to the state;

e The upstate tourism industry constitutes a critical component of our state’s economic
infrastructure and that four upstate casinos will attract non-New York residents and bring
downstate New Yorkers to upstate;

e The casino sites and the licensed owners shall be selected on merit;
e Local impact of the casino sites will be considered in the casino evaluation process;

e Revenue realized from casinos shall be utilized to increase support for education beyond that
of the state’s education formulae and to provide real property tax relief to localities;

e (Casinos will be tightly and strictly regulated by the commission to guarantee public confidence
and trust in the credibility and integrity of all casino gambling in the state and to prevent
organized crime from any involvement in the casino industry;

50 “Significant Industries,” New York State Department of Labor, 2019. https://labor.ny.gov/stats/PDFs/Significant-
Industries-New-York-State.pdf
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e The need for strict state controls extends to regulation of all persons, locations, practices and
associations related to the operation of licensed enterprises and all related service industries
as provided in this article;

e The state and the casinos will develop programs and resources to combat compulsive and
problem gambling;

e The state will ensure that host municipalities of casinos are provided with funding to limit any
potential adverse impacts of casinos;

e As thoroughly and pervasively regulated by the state, four upstate casinos will work to the
betterment of all New York.>?

The 2013 referendum received support from 57 percent of New York voters,> due in great
measure to a successful political campaign led by a coalition of interests called “New York Jobs Now.”>3
The New York effort deployed sophisticated advertising campaigns that largely focused on economic
issues, including promises to rebuild local economies that had seen better days. Importantly, the
referendum resulted a situation in which the reality of gaming will forever be measured against the

promises.

2. Background and Forecast Scenarios

The 2013 Upstate New York Gaming Economic Development Act allowed for four resort-scale
commercial casinos to be located in the Upstate market, all of which have since been developed and are
operational. The Downstate market, specifically the New York City metro area, was considered for
possible development in a second phase, after the performance of Upstate facilities was demonstrated.
As shown in Part 2 of this report, Spectrum has insight into the performance of each of the new and
incumbent gaming facilities in the market. We also have informed estimates of the gaming expenditure
and visitation per capita by county in New York, as well as by non-New Yorkers at New York gaming
facilities. As a result, we can use this insight to estimate the market demand for new, Downstate
properties.

Starting with the model that we created at the statewide level, Spectrum created a more granular
model for the Downstate region. This model, constructed at the ZIP Code level, includes 13 million fewer
residents of legal gaming age than the statewide model, as it focuses on the New York City and Orange
County potential feeder markets. The model is also much more detailed and specific, as the population
for each ZIP Code and the drive-time from the centroid of each ZIP Code to every gaming facility in the
market were considered. While Spectrum acknowledges the reliance of New York City-area residents on

51 New York Senate, “The Laws Of New York / Consolidated Laws / Racing, Pari-Mutuel Wagering And Breeding Law
/ Article 13: Destination Resort Gaming / Title 1: General Provisions.”
https://www.nysenate.gov/legislation/laws/PML/1300 (accessed April 26, 2020)

52 Thomas Kaplan, “Expansion of Gambling in New York is Approved,” New York Times, Nov. 5, 2013.
https://www.nytimes.com/2013/11/06/nyregion/referendum-to-expand-casino-gambling-in-new-york-is-
approved.html

%3 Ibid.
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mass transit, consistency dictates that drive-times be the distance factor input to the models. This distance
factor is then modified/adjusted on a ZIP Code basis using a travel-friction factor, which essentially slows
down or speeds up the travel time based upon real-world use and behaviors.

For the purposes of assessing the Downstate market potential, Spectrum needed to make
assumptions regarding reasonable scenarios that may transpire in terms of the mix and location of
expansions. The list of combinations and permutations of sites and quantity of locations was accepted by
the New York State Gaming Commission as being reasonable and sufficient, given that there are countless
other scenarios that could alternatively be considered, such that the potential matrix of outcomes could
become limitless. Therefore, while the State may ultimately decide on even an alternative scheme on
expansion (if at all), these scenarios are broad enough that they cover most of what the range in potential
impacts may be.

We further note that Spectrum’s assumption for new-build casinos in the New York City area will
be for large-scale integrated resorts, but for no specific brand and no specific location (other than a part
of a specific borough). This assumption is based on what the market can absorb, coupled with the
understanding that the New York City market is one of the most desirable, underserved markets in the
world, and there will only be one opportunity to develop gaming properties in that market that can fully
advance public policy and serve the public interest.

Through our discussions with major, international casino operators that have shown interest in
getting a license to develop and operate a casino in the New York City area, we recognize that the scale
ultimately proposed for an integrated resort casino may be much larger than we are considering, and that
there may be the ability to utilize a strong, national and international player database for which
Spectrum’s demographic and tourism data would not sufficiently account. As such, there is the possibility
that the GGR for the market, as well as the overall development cost and related economic impacts (from
construction and from operations) could well exceed what we demonstrate below.

The modeling scenarios considered as being potential Downstate commercial casino locations are
as follows:

e Scenario 1: Three Downstate casinos
o 1 new casino in Midtown Manhattan, and

o Both Resorts World New York (“RWNYC”) and Empire City VLT facilities transform into
casinos

e Scenario 2: Three Downstate casinos

o 1 new casino in western Brooklyn, and

o Both RWNYC and Empire City VLT facilities transform into casinos
e Scenario 3: Three Downstate casinos

o 1 new casino in northeast Queens, and

o Both RWNYC and Empire City VLT facilities transform into casinos

e Scenario 4: Three Downstate casinos and two VLT facilities
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o 3 new casinos — Midtown Manhattan, western Brooklyn and northeast Queens, and
o Both RWNYC and Empire City remain VLT facilities
e Scenario 5: One Downstate casino and two VLT facilities
o 1 new casino in Midtown Manhattan, and
o Both RWNYC and Empire City remain VLT facilities
e Scenario 6: Status quo
o No new casinos, and
o RWNYC and Empire City remain as VLT facilities

It was also necessary to assume that the gaming tax rate would support development of
integrated resorts at a scale sufficient to meet the latent market demand and that the licensed operators
would be sufficiently effective at marketing to meet that demand. In the Tax Analysis chapter of this
report, we provide in greater detail issues pertaining to the inverse relationship between effective gaming
tax rates and the levels of initial capital investment and ongoing marketing capabilities. To that end,
Spectrum’s initial assumption reflects a tax rate on slots of 40 percent and a tax rate on table games of 10
percent. (We assume these are flat rates rather than results of blended marginal rates.) We then consider
an alternative tax rate of 45 percent on slots and 12 percent on tables to demonstrate the potential
implications of the different rates and the related benefits and risks of going with each.

Additionally, or alternatively, a tiered marginal tax rate structure could be considered, such that
the effective tax rate may go up as GGR increases or as the scale of operations increase, whereby the
incremental operating cost for each incremental dollar of GGR may be relatively low, allowing for the
feasibility of applying a higher marginal tax rate. As noted, optimal tax structure (or alternatives worthy
of serious consideration) will be discussed in more detail in the Tax Analysis section of this report. This
section provides more of a quantitative analysis of the forecasts than a qualitative discussion on the
results” implications.

Further discussed in the Tax Analysis section of this report will be the notion of an up-front license
fee for a new casino license. For the purpose of this analysis, we are assuming a $500 million fee per
license in each scenario, independent of whether it is a new-build or a conversion of an existing VLT facility
into a casino. (This could be adjusted for the scenario where there are three new-builds and no VLT facility
conversions, as we will demonstrate that in that scenario the market will be considerably diluted, resulting
in lower GGR for each casino than in any of the other scenarios, despite offering the greatest aggregate
GGR.) The rationale for the scale of the up-front fee, as well as the pros and cons of having one (at a fixed
fee or something to be effectively part of the bid or auction of licenses) are also included in Section D.7.b.
of this report.

The first models assumed no gaming facilities in Orange County or northern New Jersey and no
notable other new properties regionally competing against existing or potential Downstate properties.
GGR potential for each of these scenarios will be a function of demand coming from both the regional
market and the tourist market, with some incremental market potential coming from induced visitation
through casino operator player databases. As noted above, the induced market segment cannot be fully
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calibrated into Spectrum’s models because we cannot identify who those operators may be (aside from
MGM and Genting, as the operators of the existing VLT facilities — we do not skew our analysis by giving
them extra consideration for that market segment merely due to the fact that we know their identity).

It is also necessary to consider a subject year for our demand analysis, which should be reflective
of a reasonable full year of operation for each facility, taking into account the current legislative and
political calendar.

While we recognize that the VLT facility conversions may be able to be completed quickly,
development of a new integrated resort would take at least three years to complete, in addition to
however long it takes to award a license. For the purpose of modeling a wide range of scenarios in this
analysis that might require at least some modifications of the legislative timetable, we assume 2025 as
the subject year for all facilities to be operational. If that date is delayed until 2026 to comport with the
present legislative calendar, it would not have a material impact on our projections. Later in this chapter
we will consider what the GGR may be for converted VLT facilities if they are operational as casinos in the
interim while a new integrated resort is being developed. We assume mid-2023 as being the earliest that
RWNYC and Empire City could be licensed and operational as casinos, if they are chosen to be awarded as
such under a revised statutory timetable.

3. Expanding Gaming in the Downstate Market

a. Regional Market Projection

Spectrum projected demand for new and existing Downstate regional properties based on gravity
models (the regional population, which includes New York and extends into Connecticut, Pennsylvania
and New Jersey), as well as from tourism projections. Based on the results of the gravity models, we
project the gross gaming revenue capture from the regional population for Downstate properties in 2025
to be as follows (not including Jake’s 58, which we are not assuming as being a resort casino candidate for
any scenario, or Resorts World Catskills — we provide Downstate expansion implications on these two
properties in the body of this report):>*

541t should be noted that new gaming facilities typically cannot reach their market potential of revenues in the first
year or two of operations, as it takes time to tailor marketing efforts and for player databases to be developed.
Similarly, some facilities open prior to all amenities being completed, limiting attractiveness and accessibility to
customers. Typically, a new facility only attains 85% to 90% of its market potential in the first year of operations,
and 92% to 95% of its potential in Year 2, before reaching a level of stability around Year 3. The projections as
provided in this report are for the stabilized potential, i.e. they do not reflect a discount for 2025, and as such it
may take two to three years for the market to reach the projected aggregate GGR levels.
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Figure 43: GGR projected for New York City-area facilities from regional population base, by scenario,

2025

Casino locations \ELLEED] Brooklyn Queens Empire City RWNYC Total

Scenario 1: M, RW, MGM | $1,517,347,058 SO S0 | $949,693,096 | $1,224,637,111 | $3,681,234,903
Scenario 2: B, RW, MGM S0 | $1,857,454,960 S0 | $896,235,261 | $1,053,014,151 | $3,789,846,976
Scenario 3: Q, RW, MGM S0 SO | $1,878,352,374 | $824,112,150 | $1,005,919,472 | $3,697,004,882
Scenario 4: M, B, Q $986,001,662 | $1,329,255,799 | $1,428,939,101 | $322,168,465 $401,690,285 | $4,452,403,676
Scenario 5: M $1,783,366,088 S0 S0 | $509,293,646 $747,652,661 | $3,031,427,709
Scenario 6: Status Quo SO SO SO | $631,840,356 $913,825,322 | $1,541,646,794

Source: Spectrum Gaming Group. Note: Highlighted cells denote remaining as a VLT facility. Scenario Legend: M: Manhattan; B:
Brooklyn, Q: Queens, RW: Resorts World NYC, MGM: MGM Empire City

b. Tourism Gaming-Revenue Projection

An integrated resort casino in the greater New York City area likely would benefit from the
visitation of more than 80 million tourist visitors per year to the city. (The total was 65 million in 2018, but
would likely exceed 80 million by the time these casinos are operational,®® assuming tourism growth is
sustained at the historical growth rate of over 3 percent per year, as experienced from 2014-2018.)°¢ The
tourists are a mix of day-trippers and overnight visitors, domestic and international. As could be expected,
the majority of day-trip visitors to the New York City area are from what we consider as the regional
market as outlined above, such that their visitation to a New York gaming facility may be considered as
double-counting and is therefore not included. Similarly, but to a smaller degree, some overnight
visitation is from regional residents.

In 2018, day-trip visitors accounted for 47 percent (24.4 million) of the 51.5 million domestic
visitors.’” Based on the data provided in NYC & Company’s 2019 Travel and Tourism Trend Report, we
estimate that approximately 90 percent of the domestic day-trippers are from within the regional market
(i.e., from the Philadelphia area, New Haven, New York City metro).”® Projecting forward to 2025
(assuming 3.5 percent annual growth, just below the 3.7 percent average growth rate from 2014-2018 to
account for a larger denominator), we estimate 3.1 million day-trippers can be used as a base for potential
gaming patrons who have not been addressed in the local market patronage projections above.

Overnight visitation in 2018 included 27.1 million domestic visitors and 13.6 million international
visitors, for a total of approximately 40.7 million overnight visitors.>® Based on the data provided in NYC
& Company’s 2019 Travel and Tourism Trend Report, we estimate that approximately 25 percent of the

55 Without consideration of any potential lasting impacts of the COVID-19 pandemic.

56 NYC & Company, 2019 New York City Travel and Tourism Trend Report. https://indd.adobe.com/view/e91e777a-
c68b-4db1-a609-58664a52cffd, p. 6.

57 |bid.
%8 |bid, p. 7.
9 Ibid, p. 6.
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t.%2 Assuming an annual tourism growth

domestic overnight visitors are from within the regional marke
rate of 3.5 percent for domestic overnight visitors and 3 percent for international overnight visitors
through 2025 (again, a slight discount to recent growth rates, by segment), we estimate 42.8 million
overnight visitors can be used as a base for gaming patrons who have not been addressed in the local
market patronage projections above (the base then being adjusted for potential growth through the
casino opening year). Together with the 3.1 million non-local day-trippers, the tourist market is sized at

45.9 million non-local visitors by 2025.

Figure 44: Estimated New York City-area tourism, 2025

(In Millions of Visitors) Domestic ‘ International Total
2018 tourists 51.5 13.6 65.1
2018 day trip 24.4 0 24.4
2025 day trip projection 30.8 0 30.8
2025 non-local day trip 3.1 0 3.1
2018 overnight 27.1 13.6 40.7
2025 overnight 34.7 16.7 51.5
2025 non-local overnight 26.0 16.7 42.8
2025 total non-local tourists 29.1 16.7 45.9

Source: Calculations by Spectrum Gaming Group, based on 2018 tourism data from NYC & Company, 2019 New York City Travel
and Tourism Trend Report.

New York City obviously has myriad entertainment alternatives for tourists, and the availability
and accessibility of potential casinos outside of Manhattan may not be easily recognized, though they
likely will be of sufficient size and marketing power to induce some visitation. As inputs for scenarios 1
through 3, we estimate the capture rate by location of these 45.9 million non-local tourists could be as
follows:®?

e Manhattan: 3.5 percent
e Queens: 2.5 percent
e Brooklyn: 2.0 percent
e RWNYC: 0.6 percent
e Empire City: 0.5 percent
For Scenario 4 (three new casinos), visits would be diluted, to 80 percent of potential above:
e Manhattan: 2.8 percent

e Queens: 2.0 percent

%0 |bid, p. 7.

61 The capture rates assumed for each scenario take into account the demographic makeup and geographical
distribution of visitors across New York City, as well as the relative accessibility of alternative entertainment
options. (While fewer visitors stay overnight in Brooklyn or Queens than Manhattan, and thus those boroughs earn
a lower capture rate, those who stay in Brooklyn or Queens would be more likely to visit a nearby gaming facility
than would those staying in Manhattan, which has a greater number of entertainment options nearby.)
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e Brooklyn: 1.6 percent
e New York City VLT facilities would be even further diluted, as they would not become casinos

We estimate an average win per visit of $350 could be generated from this market segment. This
yields the GGR estimates shown in Figure 45, by property, assuming each is operating a casino. (It should
not be assumed that each location will have a casino —this is merely the tourist market potential that each
site could have, assuming it has a casino.)

For scenarios in which RWNYC and Empire City do not get casino licenses, we will revert to our
baseline models (the estimates as shown below for VLT facilities for Scenario 4), which assume that
RWNYC and Empire City each attain approximately half the GGR as projected in the table below for their
respective expanded properties.

Figure 45: GGR projected for New York City-area gaming facilities from non-local tourist population
base, by property, 2025

Manhattan Queens Brooklyn Empire City RWNYC
Capture rates 3.5% 2.5% 2.0% 0.5% 0.6%
Tourist patrons 1.60M 1.15M 0.92M 0.23M 0.28M
Win/visit $350 $350 $350 $350 $350
GGR (Scenarios 1-3) $561.7M $401.2M $321.0M $80.2M $96.3M
Scenario 4 GGR $449.3M $321.0M $256.8M $35.2M $48.9M

|u

Source: Spectrum Gaming Group. Note: As noted in the text, it is not appropriate to add a “total” column to this table, as each
scenario only considers at most three of the above having a casino. The Scenario 4 projected tourism GGR for RWNYC and
Empire City are applicable for scenarios 5 and 6 as well.

¢. GGR Summary for Downstate Gaming Market, 2025

Figure 46 and Figure 47 provide the GGR estimates for each of the potential New York City-area
casino and VLT locations, by scenario, taking into consideration both the local and baseline tourist
populations. Notably not included in these projections is potential incremental demand that could result
from induced tourist visitation, generated through marketing efforts of the casino operators from outside
of the regional market. Major gaming operators all have player databases to draw from that could
generate incremental visits and GGR from this segment, and in many cases the magnitude of this
incremental GGR could be significant. Given that no assumption is made as to who the operators would
be of new properties, this incremental GGR potential was conservatively omitted.

We therefore note the potential conservative nature of these projections, but the necessity given
that we were not assessing the feasibility of a specific operator’s proposed development, building
program and marketing program.
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Figure 46: GGR projected for New York City-area gaming facilities, by scenario, 2025

Scenario 6
Scenario 5
Scenario 4
Scenario 3

$0 $1,500,000,000 $3,000,000,000 $4,500,000,000 $6,000,000,000

B Manhattan Brooklyn Queens Empire City B RWNYC

Source: Spectrum Gaming Group

Figure 47: GGR projected regional demand for New York City-area facilities, by scenario, 2025

Manhattan ‘ Brooklyn ‘ Queens Empire City RWNYC Total
Scenario 1: M, RW, MGM $2,079,021,604 S0 S0 $1,029,932,317 $1,320,924,176 $4,429,878,097
Scenario 2: B, RW, MGM $0 | $2,178,411,844 $0 $976,474,482 | $1,149,301,216 | $4,304,187,542
Scenario 3: Q, RW, MGM S0 S0 | $2,279,548,479 $904,351,371 | $1,102,206,537 | $4,286,106,387
Scenario 4: M, B, Q $1,435,341,299 | $1,586,021,306 | $1,749,895,985 $357,334,504 $450,579,657 | $5,579,172,751
Scenario 5: M $2,345,040,634 $0 S0 $544,459,686 $796,542,033 | $3,686,042,353
Scenario 6: Status Quo $0 S0 $667,006,395 $962,714,694 | $1,629,721,089

Source: Spectrum Gaming Group. Note: Highlighted cells denote remaining as a VLT facility.

A notable result here is Scenario 4, which provides for the greatest possible regional GGR, but
comes with significant implications as well — the two New York City VLT facilities (RWNYC and Empire City)
and Jake’s 58 would experience substantial cannibalization of their demand (and Resorts World Catskills
would experience significant cannibalization, relative to the other scenarios considered), potentially
impacting facility employment and related economic impacts, as well as ongoing operational feasibility
(as discussed and quantified in detail in Section D.3.d.) It is also possible that for Scenario 4 a license fee
lower than $500 million could be supported, given that the GGR potential for each casino is only 70
percent to 80 percent of that which each could generate in Scenarios 1 through 3 (with just converted VLT
facilities as proximate casino competition). As such, while Scenario 4 offers the greatest GGR, it is far from
a clear-cut, best-case scenario for the State from a net tax revenue standpoint, as well as the potential
scale and ongoing capital investment of new gaming properties (immediate over-saturation may not be a
good long-run strategy).

We estimate the mix of slot GGR and table GGR at any new resort casino will be 55 percent slot
and 45 percent tables. This is consistent with the performance at Resorts World Catskills, as well as being
based on what we envision as the sources of demand for the casino (and the presence of VLT facilities in
the regional market to attract play on electronic gaming devices). Notably, that ratio is precisely consistent
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with major Las Vegas properties as well.5? For converted VLT facilities (RWNYC and Empire City), we
project the GGR mix will be 75 percent slot (including electronic table games) and 25 percent live tables,
based on current supply and discussions with the facilities” management regarding their intentions with
respect to facility expansion if given a license. This results in the following aggregate GGR mix, by scenario.

Figure 48: Projected GGR slot/table split for New York City-area facilities, by scenario, 2025

Gaming Facility Locations Live Tables 3:;7:2:::;?:
Scenario 1: M, RW, MGM $2,906,604,252 $1,523,273,845
Scenario 2: B, RW, MGM $2,792,458,288 $1,511,729,254
Scenario 3: Q, RW, MGM $2,758,670,094 $1,527,436,292
Scenario4: M, B, Q $2,624,192,225 $2,147,066,366 $807,914,161
Scenario 5: M $1,289,772,349 $1,055,268,285 $1,341,001,719
Scenario 6: Status Quo $1,629,721,089

Source: Spectrum Gaming Group

d. New Downstate Casino Impact on Incumbent Operators

The addition of resort casinos in the Downstate market will naturally have an impact on the
performance of existing facilities. For Jake’s 58 and Resorts World Catskills collectively, the decline in GGR
could be in the range of $60 million to $168 million, depending on the scale and location of Downstate
development. Rivers Casino may also see a small decline (less than 5 percent), due to cannibalization of
the Hudson River Valley market. If New York City VLT facilities are excluded from getting casino licenses
(and remain as VLT facilities), the decline in GGR at those properties from the regional population could
range from $289 million to $822 million, and be the source of approximately 83 percent of the GGR
cannibalized by new casinos (i.e., of all the dollars cannibalized by new facilities, 83 percent will be
cannibalized from Empire City and RWNYC). These larger figures (5822 million and 83 percent) clearly
reflect a massive dilution of the VLT facilities’ GGR potential, as it then reflects an over-saturated market
in which they are comparatively inferior properties to their most proximate competitors.

Figure 49 below shows the GGR projected from the regional population (not including the small
percentage from tourism) for Resorts World Catskills and Jake’s 58 in each of the development scenarios,
as well as the total decline for those two properties over the no-build Scenario 6. Figure 49 also illustrates
the potential losses at the New York City VLT facilities in the two scenarios in which they remain VLT
facilities and new casinos open in New York City. Figure 50 demonstrates the relative magnitude of the
impacts of GGR declines at VLT facilities in the cases where they are not awarded casino licenses.

62 “Nevada Gaming Statistics: The Last Six Months, March to August 2020” University of Nevada Las Vegas Center
for Gaming Research https://gaming.unlv.edu/reports/6_month NV_20 08.pdf (accessed October 28, 2020
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Figure 49: Projected GGR from regional population base for existing Downstate facilities, by scenario,

2025

RW Catskills
(Non-Tourist

Jake’s 58

(Non-Tourist

Net Decline*
Relative

Decline for
Empire City

Decline for
RWNYC VLT

Scenario 1: M, RW, MGM

GGR)
$162,765,654

GGR)
$188,251,896

to Scenario 6
($104,002,285)

VLT Facility

Facility

Scenario 2: B, RW, MGM

$151,849,877

$178,221,734

($124,948,225)

Scenario 3: Q, RW, MGM

$150,737,799

$171,080,326

($133,201,711)

Scenario 4: M, B, Q

$135,620,428

$151,138,772

($168,260,636)

($309,671,891)

($512,135,037)

Scenario 5: M

$185,887,762

$208,697,287

($60,434,787)

($122,546,709)

($166,172,661)

Scenario 6: Status Quo

$216,050,026

$238,969,810

S0

S0

S0

Source: Spectrum Gaming Group. *Net Decline sums the change in GGR for RW Catskills and Jake’s 58 relative to Scenario 6
(Baseline).

Figure 50: Projected GGR declines for existing Downstate facilities, by scenario, 2025

Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 5 Scenario 6
$0 o
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($104,002,285
($124,948,225)
($133,201,711
($168,260,636)
($288,719,371)
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(900,000,000
($1,000,000,000

Gross Gaming Revenue

($821,806,928)

B Decline for RW Catskills & Jake's 58 Decline for NYC-Area VLT Facilities

Source: Spectrum Gaming Group. Note: New York City-area VLT facilities are defined as Empire City and RWNYC.

e. Downstate Casino Gaming Tax Fiscal Impact

Figure 51 provides the implications of the different scenarios from a tax distribution standpoint.
The assumptions behind these tables are that any new casinos will be taxed at a rate of 40 percent on
slots and 10 percent on tables. It is further assumed that the tax rate will remain 39 percent on slots and
10 percent on tables at Resorts World Catskills. For VLT operations, we assume the rates going toward
education will remain consistent with the current rates: 50.5 percent at Empire City, 40 percent at RWNYC,
and 45 percent at Jake’s 58. In total, incremental tax revenues to the State from adding one or more
casinos to the New York City market could be in the range of $471 million to $842 million.

> SPECTRUM

GAMING GROUP,

New York Gaming Study 72




Figure 51: Projected State gaming tax revenue from Downstate facilities based on estimated GGR,
2025

Increment
Casino ﬁ:;'l':s’ Empire RWNYC Jake’s58s RW Catskills  Total B:::::'ne
(Scenario 6)
Scenario 1: M, RW, MGM | $1,162.6M | $152.3M $84.7M $45.5M $1,445.2M $556.4M
Scenario 2: B, RW, MGM $1,117.0M | $151.2M $80.2M $42.5M $1,390.9M $502.2M
Scenario 3: Q, RW, MGM $1,103.5M | $152.7M $77.0M $42.2M $1,375.4M $486.7M
Scenario 4: M, B, Q $1,049.7M | $214.7M | $180.1M | $180.2M $68.0M $38.1M $1,730.8M $842.1M
Scenario 5: M $515.9M $105.5M | $274.4M | $318.6M $93.9M $51.7M $1,360.1M $471.4M
Scenario 6: Status Quo $0.0M $0.0M $336.2M | $385.1M $107.5M $59.9M $888.7M

Source: Spectrum Gaming Group. Note: Casino Slots and Casino Tables reflect taxes emanating from any newly-opened casinos
opened in the New York City area.

f. New Downstate Casino Impact on GGR Repatriation

In Spectrum’s models — calibrated to 2019 performance of the gaming facilities in the region and
informed through interviews with gaming operators — we estimate approximately $681 million from New
York residents will be leaving the Downstate market in 2025 for gaming out of state (to Connecticut, New
Jersey and Pennsylvania), assuming no changes to market supply. With the addition of these new
Downstate casinos, we estimate the potential recapture of 34 percent to 53 percent of these
expenditures. Figure 52 and Figure 53 show the extent to which each of these scenarios recaptures
(repatriates) a share of the $681 million (red bar segments in Figure 53 reflect repatriation). In the three-
casino models, the combination with Manhattan appears to repatriate the least revenues, as a more
significant portion of revenues for that location would be from non-New Yorkers (and alternatives in New
Jersey and Pennsylvania are more proximate to Manhattan than to Brooklyn or Queens).

Figure 52: GGR potentially repatriated by new Downstate facilities, by scenario, 2025

GGR Leaving
Downstate NY

Repatriated
(A from Scenario 6)

Scenario 1 (M, RW, MGM)

$449,209,722

$231,535,977

Scenario 2 (B, RW, MGM)

$391,852,065

$288,893,634

Scenario 3 (Q, RW, MGM)

$398,502,124

$282,243,576

Scenario 4 (M, B, Q)

$323,022,903

$357,722,796

Scenario 5 (M)

$549,150,413

$131,595,287

Scenario 6 (Status Quo)

$680,745,699

Source: Spectrum Gaming Group
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Figure 53: Potential repatriation of GGR from New York residents by new Downstate facilities, by
scenario
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g. Gaming-Revenue Source for New York Gaming Facilities

As presented in the previous section, casinos in New York City would be able to capture some
GGR that is presently leaving the state. We also present estimates of how much will be cannibalized from
existing gaming facilities (though this was not considered in terms of what state their residence is). In
Figure 54, we present the estimated breakdown of GGR by New Yorkers in three categories: recaptured
from out-of-state, cannibalized from other New York facilities and new, latent demand. As a fourth
segment, we consider GGR from out-of-state players, including all of the tourism GGR in our models,
whether as new spending or cannibalized spending.

Based on the results of Spectrum’s demand modeling, we already estimate that approximately
$1.63 billion in VLT GGR could accrue to RWNYC and Empire City without any new casino licenses in 2025.
This contributes heavily in Scenarios 1 through 3 in terms of the source of GGR, as conversion takes the
GGR away from the VLT pool.

Gaming patrons diverted from other New York facilities (specifically RW Catskills and Jake’s 58)
would account for less than 5 percent of New York City-area casino GGR if three New York City-area casino
licenses are awarded. For most scenarios, the recapture of gaming expenditure by New Yorkers who
would otherwise play out-of-state accounts for approximately 5 percent to 7 percent of potential new
casino GGR. Latent demand by New Yorkers is estimated to be significant, ranging from 27 percent to 35
percent of potential casino GGR. Finally, tourism and new spending by out-of-state gaming patrons is
projected to account for 21 percent to 41 percent of potential new casino GGR. Figure 54 demonstrates
these calculations. Note there is no Scenario 6, as it is a scenario where no gaming behavior changes (i.e.,
it is the status quo case).
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Figure 54: Estimated sources of GGR for new New York City-area casinos, by scenario, 2025

Latent
New York

Diverted from
RW Catskills

Diverted from

New York VLTs*

Recaptured from
Out of State

Tourist/New
Out-of-State

Scenario 1 (M, RW, MGM) $53,284,372 $1,680,439,003 $231,535,977 | $1,192,315,030 | $1,272,303,715
Scenario 2 (B, RW, MGM) $64,200,149 $1,690,469,165 $288,893,634 | $1,365,727,314 $894,897,280
Scenario 3 (Q, RW, MGM) $65,312,227 $1,697,610,573 $282,243,576 | $1,280,965,885 $959,974,126
Scenario 4 (M, B, Q) $80,429,598 $909,637,966 $357,722,796 | $1,689,681,089 | $1,733,787,142
Scenario 5 (M) $30,162,264 $318,991,894 $131,595,287 $892,014,340 $972,276,850

As a Percentage of New Casino GGR

Scenario 1 (M, RW, MGM) 1.2% 37.9% 5.2% 26.9% 28.7%
Scenario 2 (B, RW, MGM) 1.5% 39.3% 6.7% 31.7% 20.8%
Scenario 3 (Q, RW, MGM) 1.5% 39.6% 6.6% 29.9% 22.4%
Scenario 4 (M, B, Q) 1.7% 19.1% 7.5% 35.4% 36.3%
Scenario 5 (M) 1.3% 13.6% 5.6% 38.0% 41.5%

Source: Spectrum Gaming Group. *For scenarios 1-3, note that the diversion includes the loss of GGR due to conversion of
Empire City and RWNYC to casinos. For all scenarios, diversion also reflects revenue declines at Jake’s 58.

h. Speed to Market: Aggregate GGR with Only Converted VLT Facilities

A key difference between licensing new properties for integrated resort development Downstate
and offering casino licenses to existing VLT facilities is the potential speed to market. We assume that it
will take approximately nine months for a VLT facility to convert to a casino, as it is Spectrum’s
understanding that space has already been identified in existing structures where more than 200 table
games could be placed. We presume video lottery terminals will be replaced by traditional slot machines,
but that many of the electronic table gaming positions may remain (though there may be some additional
titles, game types or manufacturers of the electronic tables, providing a better experience). Based on
discussions with VLT facility operators, Spectrum understands that while the electronic table games are
successful relative to the slot-like VLTs, they have limitations in terms of accommodating players who
want to play for relatively high stakes, from a currency-in standpoint as well as a tax-reporting
requirement on winning hands, resulting in latent demand from this segment of the betting public. If these
higher-wagering table gaming patrons instead can play on live tables, none of these unpleasant issues
would be experienced, and this latent demand may be captured.

For the purpose of this section of the analysis, we consider the three scenarios where the two VLT
facilities are converted (presumably with expansion/conversion to casino complete by 2022).53 The ramp-
up of demand for these converted facilities should not be as steep as for a new casino, as there is already
an existing player database, marketing team and management structure, such that each is already
relatively efficient, and the facilities would likely be fully functional (unlike a new casino resort, which may
or may not open with all amenities complete and operational).

63 It is possible that the converted VLT facilities could be operational by mid-to-late 2021, but for the purpose of
these calculations Spectrum assumes 2022 as a full year. (To the extent facilities could be converted and reopened
sooner, it would add to the incremental income of having these facilities casino-licensed.)
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In this scenario, Spectrum projects GGR from the local market would total $1.36 billion for RWNYC
and $1.04 billion for Empire City in 2022. The non-local tourist volume is forecast at 41.6 million visitors
to the region (using inputs and assumptions consistent with our tourism analysis above for 2025), for
which we estimate RWNYC could potentially capture 0.75 percent and Empire City 0.6 percent (both being
slightly greater than was assumed with another new casino). At an average win per visit of $350, this
would yield an incremental $109.3 million for RWNYC and $87.4 million for Empire City.

In total, the potential GGR for RWNYC in 2022 with a full-scale casino is $1.47 billion, and for
Empire City (including hotel) $1.13 billion, for a total of $2.61 billion. Population and income growth are
projected to increase potential GGR by 1.6 percent GGR growth up to 2025 (when a third casino is
assumed to open). Actual GGR may grow at a faster pace due to a small ramp-up, though this would be
manifest in a lower actual 2022 and 2023, relative to projected. However, as noted above, the initial
revenues for a converted facility should be relatively close to the projected volume, i.e. actual being at
least 95 percent of projected. A significant caveat to this may be the pace of recovery due to the COVID-
19 pandemic. In Spectrum’s COVID-19 analysis, we presume the market will revert to normalcy by 2023.
The RWNYC and Empire City 2022 projections assume relative normalcy by 2022 as well.

Figure 55: Projected GGR for converted VLT facilities, 2022-2024

‘ RWNYC ‘ Empire City ‘ Total ‘
2022 $1,474,254,524 $1,131,189,232 $2,605,443,756
2023 $1,497,519,517 $1,149,104,952 $2,646,624,469
2024 $1,521,150,674 $1,167,304,363 $2,688,455,036

Source: Spectrum Gaming Group

The Upstate casinos each paid a licensing fee to the State upon licensing. Two casinos — Rivers,
and del Lago each paid S50 million while Montreign (currently Resorts World Catskills) paid $51 million in
an initial license fee. These three licenses were deemed to have an effective date of March 1, 2016. The
fourth, Tioga Downs, paid an initial license fee of $20 million, and was awarded a license effective
November 23, 2016. % Genting paid $380 million in an up-front payment to the State to open RWNYC.

The Gaming Act includes a provision in Section 1311 that states in essence, that if additional
casinos are licensed within seven years of the issuance of the Upstate licenses, the licensees and RWNYC
can apply for a refund of the license fee paid based on the pro-rated remaining time on the initial seven-
year period.®® For the first three licensees, the expiration of this clause is March 1, 2023. For Tioga Downs,
the expiration is November 23, 2023.

Were additional licenses issued prior to these dates, the licensees, along with RWNYC, could
petition for the refund as stated in the Act, but the amount they have the right to recover would be based

64 New York State Gaming Commission website. https://www.gaming.ny.gov/gaming/casinos.php (accessed August
15, 2020)

55 New York State Gaming Act s 1311. https://www.nysenate.gov/legislation/laws/PML/1311 (accessed August 15,
2020)
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on when an additional casino opens. If it is assumed that the first additional casino will open after
November 2023, the refund amount would be zero. If the first additional casino opens in June 2022, then
the refund amount would be approximately $20.1 million. Rivers, del Lago and Resorts World Catskills at
that point would have enjoyed 75 months of the 84-month exclusivity period, and thus RWNYC, Rivers
and del Lago would be entitled to approximately $5.4 million each while Tioga would receive $4 million,
having enjoyed 67 months of exclusivity. Each month of exclusivity for Rivers and del Lago is valued at
1/84%" of the $50 million license fee, or roughly $600,000 per early licensee. In the case of Tioga Downs,
each month of exclusivity is valued at approximately $240,000.

i. Projected Impact to Downstate Development of Expansion Elsewhere

Spectrum examined two alternative possibilities for regional competition from out-of-state in
terms of the gaming revenue in Downstate New York — a casino at the Meadowlands (northern New
Jersey) and a casino in East Windsor, CT (north of Hartford, near the Massachusetts state line). Spectrum’s
immediate conclusion was that East Windsor would have no measurable impact on Downstate New York
market, whereas a casino at the Meadowlands (assumed to have 5,000 gaming positions) would have a
significant impact on the revenues in the Downstate New York market, especially in the more saturated
market scenarios.

From an individual property percentage decline standpoint, relative to scenarios 1, 2 and 3
without a Meadowlands casino, the result of our revised demand models showed the impacts of
Meadowlands to be as follows on property GGR:

e -12.5 percent for Manhattan

e -8.1 percent for Brooklyn

e -7 percent for Queens

e -9.8 percent to -11 percent for Empire City (depending on third license casino location)
e -5.4 percent to -6.2 percent for RWNYC (depending on third license casino location)

e -7.7 percent to -8.0 percent for RW Catskills (depending on third license casino location)
e -2.8 percent to -3.2 percent for Jake’s 58

For Scenario 4, the impact of Meadowlands competition would mute all of these percentages (for
each of the New York City-area casinos and VLT facilities) slightly (i.e., the relative GGR decline attributable
to the Meadowlands on Scenario 4 for Manhattan would be 11.5 percent instead of 12.5 percent).
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Figure 56: GGR projected for Downstate gaming facilities, by scenario and with Meadowlands casino,
2025

Empire RW
City RWNYC Catskills

‘Manhattan Brooklyn ‘ Queens ‘

Scenario 1 (M, $1,819.5M $0.0M $0.0M | $929.0M | $1,248.0M | $155.3M | $182.3M | $4,334.1M
RW, MGM)

Scenario 2 (B, $0.0M | $2,001.9M $0.0M | $874.4M | $1,087.7M | $145.1M | $173.1M | $4,282.2M
RW, MGM)

Scenario 3 (Q, $0.0M $0.0M | $2,119.2M | $805.3M | $1,034.0M | $143.7M | $166.2M | $4,268.4M
RW, MGM)

SQc)e”a”o 4MB 1 1 970.9M | $1,480.0M | $1.657.2M | $328.0M | $432.6M | $131.5M | $147.6M | $5,448.0M
Scenario 5 (M) $2,039.4M $0.0M $0.0M | $489.6M | $748.6M | $175.1M | $200.1M | $3,652.7M
scenario 6 $0.0M $0.0M $0.0M | $575.7M | $876.1M | $197.0M | $225.1M | $1,873.8M
(Status Quo)

Source: Spectrum Gaming Group. Notes: Highlighted cell denotes remaining as a VLT facility. Scenario numbers assume the
same New York City-area casino combinations as outlined above, but with the inclusion of Meadowlands as a market
competitor.

From a fiscal impact perspective, the addition of a Meadowlands casino to the market results in a

tax revenue decline in the range of $93 million to $131 million, depending on the quantity and location of
Downstate casinos.

Figure 57: Projected fiscal impacts from Downstate gaming facilities, 2025, with and without
Meadowlands

State Fiscal State Fiscal
Impact without Impact with
Meadowlands Meadowlands
Scenario 1 (M, RW, MGM) $1,445.2M $1,313.8M
Scenario 2 (B, RW, MGM) $1,390.9M $1,285.4M
Scenario 3 (Q, RW, MGM) $1,375.4M $1,273.1M
Scenario 4 (M, B, Q) $1,730.8M $1,608.6M
Scenario 5 (M) $1,360.1M $1,224.1M
Scenario 6 (Status Quo) $888.7M $795.3M

Source: Spectrum Gaming Group. Note: Tax revenues include those generated by RW Catskills, RWNYC, Empire City, Jake’s 58
and any new casino licensed in New York City.

Spectrum also evaluated the potential implications of a Shinnecock Tribe casino in Suffolk County
on the Downstate market. There are many barriers to entry for that facility, and if developed it would
likely be on the eastern side of the county, and small relative to the existing and potential gaming venues
in the New York City area, based on Spectrum’s understanding of the Tribe’s previous proposed casino
efforts. Should it come to fruition, the gaming facility that would be most at risk is Jake’s 58, as our gravity
model suggests that between 42 percent and 56 percent of that property’s business originates in Suffolk
County. Nevertheless, our models suggest that less than 5 percent of Jake’s 58’s market would be at risk
from a Shinnecock competitor, due to the location and scale presumption. Additionally, we estimate that
the GGR at risk for any other venue in the market would be less than 2 percent, and more probably less
than 1 percent. The discussion above regarding a Meadowlands casino’s impact on NYC casino revenues
(ranging from 3 percent to 13 percent, depending on property) demonstrates a comparable dynamic in
terms of the impact of saturating supply from a direction in the market.
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j. Facility Sizing Assumptions

We considered patron-count estimates (an output of the gravity model) and what we view as
realistically attainable figures for average daily wins on slots and tables to arrive at estimates of slot and
table counts for each of the new casinos. Additionally, based on the source of gaming patrons (by
location), projected tourist attraction, and the need to provide hotel rooms to higher-valued patrons in
the respective casinos’ databases, we made assumptions regarding appropriate hotel scales, by location.
The results of Spectrum’s demand forecasts were the following sizing assumptions, by property and
scenario:

Figure 58: Facility sizing assumptions, by scenario

Manhattan
With VLT facilities getting casino license (Scenario 1) 4,350 450 1,000
With casino resorts in Queens and Brooklyn (Scenario 4) 3,500 325 900
With VLT facilities getting casino license and Meadowlands (Meadowlands Scenario 1) 3,600 400 900
With casino resort in Queens and Brooklyn and Meadowlands (Meadowlands Scenario 4) 2,700 300 800
As the only New York City casino (Scenario 5) 5,000 500 1,000
As the only New York City casino with Meadowlands (Meadowlands Scenario 5) 4,250 430 1,000
Brooklyn
With VLT facilities getting casino license (Scenario 2) 4,750 490 2,000
With casino resorts in Queens and Manhattan (Scenario 4) 3,600 370 1,750
With VLT facilities getting casino license and Meadowlands (Meadowlands Scenario 2) 4,100 460 1,850
With casino resort in Queens and Manhattan and Meadowlands (Meadowlands Scenario 4) 3,250 350 1,600
Queens
With VLT facilities getting casino license (Scenario 3) 5,150 530 2,000
With casino resorts in Brooklyn and Manhattan (Scenario 4) 4,250 430 1,750
With VLT facilities getting casino license and Meadowlands (Meadowlands Scenario 3) 4,600 505 1,850
With casino resort in Brooklyn and Manhattan and Meadowlands (Meadowlands Scenario 4) 3,900 420 1,600

Source: Spectrum Gaming Group

For the scenarios with New York City-area VLT facility conversions, we assumed that each would
add 225 live table games, with no elimination of any electronic gaming options (however the VLTs would
notably be replaced with slot machines). In the scenarios where the Meadowlands is competition, this
addition is cut to 200 tables apiece. For each converted VLT facility, it is also assumed that 500 hotel rooms
would be added to accommodate the incremental demand (in addition to anything existing or currently
under development at either property).

4. Orange County VLT Facility

A new VLT facility in Orange County would increase the gaming supply in the Downstate area. A
preliminary site that had been announced for the facility was at a former industrial plant south of the
Woodbury Common Premium Outlets, though Genting Americas — which has rights to own and operate
the Orange County VLT facility — is considering potential alternatives within close proximity to that site as
well. A VLT facility at that location/in that vicinity may have an impact on Resorts World Catskills, and it
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would also further dilute the market potential that could be generated by New York City gaming facilities.
However, it may also capture some gross gaming revenue that otherwise would go to gaming facilities in
other states. Genting is already a well-established gaming company in the New York market, such that it
would be capable of quickly and efficiently utilizing and expanding its player database.

Relative to the Downstate market analysis as presented earlier in this report, Spectrum revised its
gravity model to reflect likely changes to gaming participation rates for the different market areas that
could be feeder markets for an Orange County VLT facility. A notable impact to the model is that while we
anticipate the average win per visit at a new gaming resort in the New York City area could be in the range
of $175 (+/- $20) for regional players, we assume it would be lower at the Orange County VLT facility; i.e.,
closerto $125. This is due to the positive correlation between amenity scope and scale (particularly hotels)
and time spent gaming, and ultimately the amount spent gaming. (5125/visit is still relatively high for a
VLT facility with modest amenities, but income levels in Orange and neighboring counties should equate
to relatively high gaming budgets per visit.)

As a result, while gaming participation rates would likely increase, the aggregate GGR for the
region would increase at a lower rate than it would if it were instead a gaming resort. For some market
areas or individuals, the gaming expenditures may even go down, as the cost of gaming entertainment
would be declining. As an example, a patron who might play 10 times a year at $175 a night in Manhattan
(51,750/year) might instead patronize the VLT facility 12 times a year at $125/night ($1,500/year).

For this assessment, we add an Orange County VLT facility to all six gaming facility development
scenarios for the New York City area for model year 2025, operating at a gaming tax rate of 39 percent.
Based on Spectrum’s discussions with representatives of Genting Americas (the planned developer of the
VLT facility), a 1,200-gaming-position facility with modest F&B amenities is expected to be operational by
mid-2023.%¢ This would mean it has a head start on potential new gaming resorts in the New York City
market (though if VLT conversions are part of the expansion plan —i.e., Scenarios 1-3 above — the VLT
conversions may precede the Orange County facility). As such, we are not fully evaluating a 2023 or 2024
pre-New York City casino market potential, but we estimate the implications at the end of this section.

a. Regional Market Projection

Based on our gravity modeling for each scenario, Spectrum projects that an Orange County VLT
facility could generate between $147 million and $201 million in GGR in 2025 from the regional
population, depending on the level of casino development in the New York City area. With the exception
of the status quo (Scenario 6), the Orange County VLT facility is projected to generate $14 million to $18
million more annual GGR, depending on scenario, than what we estimate Resorts World Catskills would
generate from the regional market with an Orange County VLT facility as a competitor. (Under the status
quo, the projected GGR difference between Resorts World Catskills and the VLT facility is comparably
negligible). This is attributable to Orange County’s easy accessibility to the New York City metropolitan
area and cities and towns along the New York State Thruway in the Hudson Valley Region. The Orange

56 Spectrum team discussion with Genting Americas’ Robert DeSalvio (President of Gaming New York State) and
Kevin Jones (Chief Strategy Officer), April 20, 2020.
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County VLT facility would dilute the collective demand for other existing and potential gaming facilities as
follows:

e GGR for potential New York City-area casinos in most scenarios would decline by $43 million
to $68 million (1.2 percent to 2.4 percent of projected casino GGR),

o New York City and Long Island-area VLT facilities (Jake’s 58, as well as Empire City and RWNYC
if they are not awarded casino licenses) GGR would decline by $2.4 million to $51 million (1.3
percent to 2.9 percent, with the nominal range being wide due to the inclusion or exclusion
of Empire City and RWNYC), and

e A GGR decline of $7 million to $16 million for Resorts World Catskills (4.9 percent to 7.5
percent of Resorts World Catskills’” GGR).

The impact would be greatest on Resorts World Catskills for the status quo Scenario 6, but only
because the demand would not be otherwise cannibalized by the new casinos in the New York City-area.
More specifically, the only thing intercepting New York City-area gaming patrons from driving north to
Resorts World Catskills is Empire City in Yonkers. In Spectrum’s models for this chapter, we are layering
on the Orange County VLT facility to scenarios where new casinos are operational in New York City, with
the exception of Scenario 6. Nevertheless, it is evident that if an Orange County VLT facility is to be located
proximate to the Thruway and Route 17, it would be a major interceptor of potential day-trip gaming
patrons headed to Resort World Catskills from the New York City area. As shown in Figure 59, between
53 percent and 67 percent of the regional resident GGR for the Orange County VLT facility would be
incremental to the market.

Figure 59: Orange County GGR projections and impacts from regional population base, by scenario,
2025

Orange County

New York City New York City- Resorts World Facility GGR %
Orange County . Area .
Casino A VLT Facility A Catskills A Incremental

¥ to NY Market
Scenario 1 (M, RW, MGM) $170,255,863 (568,046,124) ($3,024,064) ($9,342,934) 52.8%
Scenario 2 (B, RW, MGM) $161,330,317 ($61,303,547) (52,639,868) (58,651,490) 55.0%
Scenario 3 (Q, RW, MGM) $160,619,750 ($59,157,738) ($2,393,176) ($8,421,955) 56.4%
Scenario 4 (M, B, Q) $146,898,486 (545,457,867) ($11,052,465) (56,649,062) 57.0%
Scenario 5 (M) $187,388,534 (542,843,777) ($33,028,083) ($12,745,169) 52.7%
Scenario 6 (Status Quo) $200,864,523 SO ($51,009,979) (516,184,984) 66.5%

Percentage Impact to Facilities’ GGR Relative to No-Orange-County VLT Case

Scenario 1 (M, RW, MGM) -1.8% -1.6% -5.7%
Scenario 2 (B, RW, MGM) -1.6% -1.5% -5.7%
Scenario 3 (Q, RW, MGM) -1.6% -1.4% -5.6%
Scenario 4 (M, B, Q) -1.2% -1.3% -4.9%
Scenario 5 (M) -2.4% -2.3% -6.9%
Scenario 6 (Status Quo) -2.9% -7.5%

Source: Spectrum Gaming Group. Notes: New York City Casino A includes potential casinos in Manhattan, Brooklyn, and/or
Queens, as well as Empire City and RWNYC if granted a casino license. New York City-Area VLT facility A includes Jake’s 58 for all
scenarios, as well as Empire City and RWNYC for Scenarios 4, 5, and 6 (those for which they are assumed not to be transformed
to casinos). The As are relative to the GGR potential as calculated for each scenario without an Orange County casino.
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b. Tourist Market Projection

Woodbury Common reports that it attracts 13 million visitors per year.?” It is likely that the
majority reside within the market area carved out in our gravity model, but it is a massive complex and
does attract international tourism. The proximity of the casino should be such that some visitors will make
visits to both attractions during their trip. Orange County also reportedly attracts 5 million annual tourists
for other purposes.®

Based on Spectrum’s experience evaluating similar situations in other markets, we anticipate that
an attractive VLT facility should be capable of capturing between 0.5 percent and 1 percent of the
shoppers as gaming patrons; taking the mean of 0.75 percent, this translates to 97,500 gaming patrons
per year. In contrast to those who will patronize resort casinos in New York City, for which an average win
per visit may be $300 or more (largely attributable to capture as being hotel guests as well), or regional
market gaming patrons for whom we estimate the Orange County VLT facility win per visit will be close to
$125, we envision a typical shopper’s gaming budget will be closer to $60, as VLT facility visits may be
comparatively brief (gaming will be a secondary purpose of visiting the area, meaning that the VLT facility
visit may be only a fraction of the length of someone who has the facility as its sole destination). As a
result, the incremental GGR from shoppers is estimated at $5.85 million.

Additionally, the Orange County VLT facility should be capable of capturing a small share of the 5
million regional tourists not affiliated with the outlet mall. Assuming a capture rate of 1 percent® and a
win per visit of $100 (slightly less than the average from comparatively affluent local residents), an
additional $5 million in tourist GGR could be possible. In total, we therefore project a potential for $10.85
million coming from the tourist and non-regional market for an Orange County VLT facility, for which there
would be no diversion from other New York gaming facilities.

c. Total Market Projection

In total, we project the GGR for an Orange County VLT facility could be in the range of $158 million
to $212 million in 2025, as demonstrated in Figure 60, depending on the level of New York City casino
development.

57 Orange County Chamber of Commerce, “Woodbury Common Presents Expansion Plans,” May 9, 2019.
https://orangeny.com/woodbury-common-presents-expansion-plans/

58 Daniel Axelrod, “Orange County a hotbed for tourists,” recordonline.com, September 19, 2019.
https://www.recordonline.com/news/20190919/orange-county-hotbed-for-tourists

59 Based on Spectrum’s experience, 1 percent should be a reasonable expectation, but it could have a somewhat
broader range depending on marketing efforts to attract tourists as gaming patrons, as well as any ancillary
amenities that may be appealing to tourists, like an entertainment venue.
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Figure 60: Downstate GGR projections, by scenario and facility with Orange County VLT facility, 2025

‘ Orange ‘ Manhattan Brooklyn Queens ‘ E'Ei':ilre Wl:j.?:r;:syc Ja:;’s Cafswkills Total
Scenario 1 $181.1M $2,050.2M $1,010.4M | $1,301.3M | $185.2M $158.4M $4,886.6M
Scenario 2 $172.2M $2,151.0M $958.0M $1,133.8M | $175.6M $148.2M $4,738.8M
Scenario 3 $171.5M $2,251.3M $888.3M $1,087.3M | $168.7M $147.3M $4,714.4M

Scenario 4 $157.7M $1,421.5M $1,571.2M $1,733.1M $352.8M $446.0M $149.3M $134.M $5,965.5M

Scenario 5 $198.2M $2,302.2M $530.9M $781.4M $204.4M $178.1M $4,195.2M

Scenario 6 $211.7M $645.3M $939.2M $233.2M $204.9M $2,234.3M

Source: Spectrum Gaming Group. Note: Highlighted cells denote remaining as a VLT facility. Based on our baseline gravity
models, Spectrum assumes $5 million accrues to Resorts World Catskills from the non-local tourist market, for each scenario.

As noted in the introduction to this section, the VLT facility should be operational by mid-2023,
whereas new New York City-area casinos may not be operational until 2025. We note, however, that if
Empire City and RWNYC are awarded licenses (two of the potential three to be awarded), a significant
amount of the impacts demonstrated in scenarios 1 through 3 in the preceding table will still manifest. As
such, the $212 million forecast in Scenario 6 demonstrates the market potential if the VLT facility is the
only new operator in the market, and would be roughly equal to its market potential for 2024 as well
(though as a new facility, some ramp-up of demand should be anticipated). If Empire City and RWNYC
transform into casinos, the VLT GGR at Orange County in 2024 would exceed the projections in scenarios
1, 2 and 3 but fall short of the Scenario 6 projection; i.e., 2024 VLT GGR would be in the range of $185
million to $190 million.

d. GGR Split by Slots and Tables

From a dilution standpoint, the addition of an Orange County VLT facility would impact Spectrum’s
estimates of the slot/table game GGR split for the New York City casinos, as well as for Resorts World
Catskills, as most of the gaming demand diverted would be from slot machines or VLT devices, though
some electronic table gaming may be diverted as well. A small amount of live table demand may also be
diverted, as some gaming patrons play slots and live tables when visiting casinos, and some couples may
be diverted that may otherwise split their game options when visiting a casino (i.e., one may play slots
and the other table games at a casino, but both would play VLTs and/or electronic table games if they
went to Orange County).

As noted earlier, Spectrum estimates a GGR split of 55 percent slots and 45 percent tables for
New York City resort casinos and a 75 percent slot (including ETG)/25 percent live tables split for converted
VLT facilities. Resorts World Catskills currently operates with a GGR split of approximately 59 percent
slots/41 percent tables.”” Based on the results as presented in Figure 59 (showing a less than 3 percent
decline in GGR), we estimate the New York City resort casinos’ GGR split will trend closer to 54 percent
slots/46 percent tables. Converted VLT facilities will likely increase their live table share to 26 percent or

70 New York State Gaming Commission Commercial Gaming Reports, March 22, 2020.
https://www.gaming.ny.gov/pdf/finance/Resorts World Catskills Casino Weekly Website Report.pdf
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27 percent, with small declines for both the VLTs and ETGs. Finally, we expect Resorts World Catskills will
trend closer to 56 percent slots/44 percent tables.

Gaming Tax Implications

Figure 61 provides the implications of the different scenarios from a tax-distribution standpoint.
The assumptions in the table maintain the same tax-rate assumptions as the non-Orange County models
presented in the preceding section. The tax rate for the Orange County VLT facility is 39 percent.

Figure 61: Projected State gaming tax revenues for Downstate facilities, 2025

No Additional Regional Gaming Facilities

Scenario 1 (M, RW, MGM) | $1,162.6M | $152.3M $84.7M $45.5M $1,445.2M
Scenario 2 (B, RW, MGM) $1,117.0M | $151.2M $80.2M $42.5M $1,390.9M
Scenario 3 (Q, RW, MGM) | $1,103.5M | $152.7M $77.0M $42.2M $1,375.4M
Scenario 4 (M, B, Q) $1,049.7M | $2147M | $180.1M $180.2M $68.0M $38.1M $1,730.8M
Scenario 5 (M) $515.9M $105.5M | $274.4M $318.6M $93.9M $51.7M $1,360.1M
Scenario 6 (Status Quo) $336.2M $385.1M | $107.5M $59.9M $888.7M

With an Orange County VLT Facility

Scenario 1 $1,137.9M $151.7M $83.4M $70.6M $42.3M $1,485.8M
Scenario 2 $1,094.4M $150.7M $79.0M $67.2M $39.5M $1,430.8M
Scenario 3 $1,081.8M $152.3M $75.9M $66.9M $39.3M $1,416.1M
Scenario 4 $1,035.0M $213.8M $178.1M $178.4M $67.2M $61.5M $35.7M $1,769.8M
Scenario 5 $504.2M $104.2M $268.1M $312.6M $92.0M $77.3M $47.5M $1,405.8M
Scenario 6 $325.9M $375.7M $105.0M $82.6M $54.6M $943.7M

Source: Spectrum Gaming Group. Note: Casino Slots and Casino Tables reflect taxes emanating from any casinos opened in the
New York City area.

e. Impact of Additional Competition

As discussed in Spectrum’s analysis of the New York City-area potential and existing gaming
facilities, the notable potential addition to the market would be a new casino development in northern
New Jersey. For the purpose of these analyses, we assumed one large casino, to be located at the
Meadowlands. We also noted that there is the potential for a casino development in East Windsor, CT.
While Orange County is comparatively closer to East Windsor than some of the New York City gaming
facilities may be, Spectrum’s models suggested that the impact of an East Windsor casino on an Orange
County facility would be negligible, and therefore that was not pursued as an additional competitive
scenario to consider.

A Meadowlands casino would have a significant impact on the GGR that could be generated by
an Orange County VLT facility because it would be far more proximate than Orange County for patrons
residing in northern New Jersey (with New Jersey otherwise accounting for potentially 33 percent to 36
percent of the Orange County GGR). The following table demonstrates the comparative GGR for an Orange
County VLT facility, by New York City gaming development scenario, if the Meadowlands adds a casino
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with 5,000 gaming positions (i.e., slots plus table game seats). In general, we estimate the Meadowlands
would have approximately a 20 percent impact on Orange County GGR potential, +/- 3 percent.

Figure 62: Projected Meadowlands impact on Orange County GGR, by scenario, 2025

Meadowlands

Orange County

without

Orange County

with Meadowlands

% Change

Scenario 1 (M, RW, MGM)

-19.9%

$181,105,863 $145,126,405
Scenario 2 (B, RW, MGM) $172,180,317 $136,299,278 -20.8%
Scenario 3 (Q, RW, MGM) $171,469,750 $135,235,991 -21.1%
Scenario 4 (M, B, Q) $157,748,486 $128,922,815 -18.3%
Scenario 5 (M) $198,238,534 $158,174,956 -20.2%
Scenario 6 (Status Quo) $211,714,523 $161,470,135 -23.7%

Source: Spectrum Gaming Group

Figure 63: Orange County VLT facility GGR projections, by scenario
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Figure 64: Downstate GGR projections, by scenario and facility with Orange County VLT facility and
Meadowlands casino, 2025

Orange Manhattan Brooklyn Queens Er(r;i:\i,re wiifg:i C Jake’s 58 Catskills
Scenario 1 $145.1M $1,796.8M $912.8M $1,231.0M $179.5M $147.3M $4,412.6M
Scenario 2 $136.3M - $1,979.4M $859.7M $1,074.7M $170.7M $137.7M $4,358.5M
Scenario 3 $135.2M - $2,096.7M | $792.6M $1,021.7M $164.0M $136.5M $4,346.8M

Scenario 4 $128.9M $1,371.2M $1,466.5M | $1,642.3M | $323.8M $428.5M $145.9M $125.8M $5,632.8M

Scenario 5 $158.2M $1,894.4M - - $478.5M $735.7M $196.2M $164.4M $3,627.4M

Scenario 6 $161.5M - - - $559.6M $857.7M $220.1M $183.9M $1,982.9M

Source: Spectrum Gaming Group. Note: Highlighted cells denote remaining as a VLT facility. Based on our baseline gravity
models, Spectrum assumes $5 million accrues to Resorts World Catskills from the non-local tourist market, for each scenario.
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The above GGR projections for the Orange County VLT facility account for a fully developed
market in 2025, though as noted at the beginning of this section, an Orange County VLT facility may be
operational by mid-2023, providing for perhaps 18 months of operation prior to new New York City-area
casino development (but notably opening after VLT facility conversions may be completed). We have not
made an assumption as to what year the Meadowlands would be able to have an operational casino (other
than that it would be operational by 2025). As such, the annualized revenue potential pre-2025 for Orange
County could be as high as $211 million (i.e., in the case where the VLT facilities in the New York City area
do not get casino licenses, and before Meadowlands opens), or approximately $193 million with VLT
facility conversions. If the Meadowlands opens concurrently with the Orange County VLT facility, initial
annualized Orange County revenues (prior to 2025) may be in the range of $154 million to $161 million.

f. Gaming Tax Implications of Meadowlands Casino on Downstate Market
Inclusive of Orange County VLT Facility
From a fiscal impact perspective (contrasting with the bottom half of Figure 61), adding a

Meadowlands casino to the greater New York City market (inclusive of an Orange County VLT facility)
could reduce State gaming tax revenues by $105 million to $177 million.

Figure 65: State gaming tax projections for Downstate facilities, by scenario and facility with
Meadowlands casino, 2025

Csal.;itr;o ‘ ::;ilr;: ‘ Empire ‘ RWNYC Jake’s 58 Orange Ca't‘snlills
Scenario 1 $1,026.3M $137.5M $80.8M $56.6M $39.1M $1,340.2M
Scenario 2 $1,004.1M $140.4M $76.8M $53.2M $36.5M $1,310.9M
Scenario 3 $994.1M $142.6M $73.8M $52.7M $36.2M $1,299.5M
Scenario 4 $976.6M $203.8M $163.5M $171.4M $65.6M $50.3M $33.4M $1,664.7M
Scenario 5 $413.0M $86.2M $241.6M $294.3M $88.3M $61.7M $43.6M $1,228.7M
Scenario 6 $0.0M $0.0M $282.6M $343.1M $99.1M $63.0M $48.8M $836.5M

Source: Spectrum Gaming Group

g. Orange County VLT Facility Sizing

Spectrum has been told by Genting Americas that the intended VLT facility is to have 1,200 gaming
positions. Depending on the location and quantity of new competition, this would reflect an average daily
win per position in the broad range of $294 (Scenario 4 plus Meadowlands) to $483 (Scenario 6 without
Meadowlands), with the average across all scenarios being approximately $372. Given an average win per
visit expected to be $100 to $125, this reflects utilization by approximately three to four unique patrons
per day, which reflects a busy, but not capacity-constrained, gaming facility.

5. Implications of a Potential Shinnecock Casino

The Shinnecock Indian Nation, with a reservation in Southampton in southeastern Suffolk County,
has attempted for more than a decade to venture into casino gaming, either on the reservation or
elsewhere in Suffolk County. Thus far, their efforts have been unsuccessful. However, the tribe has
continued to make efforts to get a gaming facility of some size, scale, location, class, etc., developed.
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Without knowing any of those parameters, it would be impossible for Spectrum to project the gaming
market potential of what it could develop, but it is possible to examine what market potential for each of
the existing facilities (or potential New York City-area casino facilities, as projected earlier in this chapter)
could be at risk if a casino in Suffolk County opened. In doing so, we also consider the projected latent
demand for gaming in Suffolk County, as discussed earlier in this report as it relates to potential spending
per capita, by county.

For the purpose of these estimates, we primarily assume that any development would occur
sufficiently east in Suffolk County so that it would have a relatively negligible impact on gaming
participation and destination choice by residents of Nassau County and the New York City boroughs (no
demand growth and less than 1% diversion from these counties/boroughs). This is a necessary
assumption, as the alternative would be to say that facilities such as Empire City and RWNYC (or potential
casinos in Brooklyn or Queens) may have more than $1 billion at risk (perhaps slightly less for a potential
Manhattan casino), but we would have nothing from which to scale the potential impacts. If such a
development occurred, it would likely be more proximate to the Shinnecock reservation, which is at least
a 45-minute additional drive east of Jake’s 58. We have examined impacts in an expanded gravity model,
and based on the different scenarios considered, Jake’s 58 is the only facility that may see a more than
1% impact on GGR, and even in Jake’s 58’s case the potential impact appears to be less than 4%.

Additionally, based on our demand model results, we projected demand for regional gaming
facilities coming out of Suffolk County to be as shown in Figure 66, along with the share of GGR, by
scenario, that were projected to come from Suffolk County (in 2025). Among our results:

e For integrated resorts in Manhattan, Brooklyn or Queens, between 1.1 percent and 2.6
percent of GGR is forecast to come from Suffolk County residents.

e For RWNYC, between 2.3 percent and 3.8 percent of GGR is forecast to come from Suffolk
County.

e Empire City’s share from Suffolk County is roughly at the median of that of the integrated
resorts.

e The existing operator most significantly affected is Jake’s 58, for which we project between
42 percent and 56 percent of GGR will be coming from Suffolk County (without a new Suffolk
County competitor); Nassau County accounts for the largest share of the balance, with the
shares attributable to other counties varying widely depending on the new development
scenarios.

e All other gaming facilities in the state combined were estimated to have $4 million to $5
million coming from Suffolk County, but not accounting for a noticeable share of any
individual facility’s market.

e In total, we estimate between $144 million and $219 million as the market potential in 2025
coming out of Suffolk County and going to New York gaming facilities.
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Figure 66: Projected GGR for Downstate gaming facilities originating from Suffolk County, 2025

%

g s P

< = <
Scenario 1 | $26.3M $21.2M | $42.6M | $4.3M | $95.8M | $4.8M | $194.9M
Scenario 2 $44.3M $20.5M | $41.2M | $4.2M | $94.1M | $4.6M | $208.8M
Scenario 3 $56.7M | $20.1M | $40.3M | $4.1M | $93.1M | $4.6M | $218.9M
Scenario 4 | $20.8M | $35.2M | $46.0M | $7.6M | $17.2M | $3.7M | $84.6M | $4.1M | $219.2M
Scenario 5 | $26.4M $9.0M | $20.4M | $4.3M | $93.6M | $4.8M | $158.5M
Scenario 6 $9.9M | $22.5M | $4.7M | $101.3M | $5.3M | $143.8M

As a Percentage of Total GGR for Each Property

Scenario 1 1.3% 2.1% 3.2% 2.6% 50.9%
Scenario 2 2.0% 2.1% 3.6% 2.6% 52.8%
Scenario 3 2.5% 2.2% 3.7% 2.6% 54.4%
Scenario 4 1.4% 2.2% 2.6% 2.1% 3.8% 2.6% 56.0%
Scenario 5 1.1% 1.7% 2.6% 2.3% 44.8%
Scenario 6 1.5% 2.3% 2.1% 42.4%

Source: Spectrum Gaming Group

Conclusion: As previously addressed, should a Shinnecock casino come to fruition, the gaming
facility most at risk is Jake’s 58, as we estimate that approximately 42 percent of that property’s business
currently originates in Suffolk County, potentially to increase to up to 56 percent if there are new casinos
added to the New York City market. We envision in a worst-case scenario that 20 percent of Jake’s 58’s
market would be at risk from a Shinnecock casino, but in more likelihood, less than 5 percent, unless Jake's
58 expands (in which case there would be less latent demand in the market — the table above assumes
Jake’s stays the same size). Additionally, we estimate that the GGR at risk for any other venue in the
market would be less than 2 percent, and probably less than 1 percent.

Our model assumes that if developed, the Shinnecock would develop a modest casino with limited
amenities; i.e., a gaming floor in the range of 1,000 to 1,500 gaming positions and no hotel. We do note,
however, that the Shinnecock gained casino development momentum with a September 2020
announcement that it would partner with Seminole Hard Rock to advance its gaming interests on Long
Island — which could limit the value of expanding Jake’s 58. Nevertheless, we do not envision that there is
a sufficiently sizable resident population near the reservation to suggest potential significant revenue
declines at Jake’s 58 even with a more substantial Shinnecock facility — it would likely need to be geared
more towards a tourist population to be feasible and sizable. As such, the percent impact on Jake’s 58’s
GGR (if Jake’s does not expand) would still likely be close to 5 percent.

6. Downstate Market Projection Conclusion

Spectrum analyzed multiple combinations and permutations for potential Downstate casino
development, providing for a range of aggregate GGR between $3.9 billion and $4.4 billion for three full-
scale casinos (inclusive of converted VLT facilities if they get the casino licenses, but not inclusive
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otherwise). If only one casino license is to be awarded (modeled as being in Manhattan), the projected
GGR for that casino ranges from $1.9 billion to $2.3 billion.

Awarding casino licenses to the existing VLT facilities at Empire City and at RWNYC has its initial
advantages in that GGR may be generated faster than new-build properties, but we do not anticipate that
the long-run GGR potential for those facilities would necessarily be as substantial as a new-build resort
casino. That said, the present value of gaming taxes generated from 2022 through 2024 must be weighed
against the present value of gaming taxes (see Figure 51) that may not materialize until the latter half of
the decade. We also note that there could be additional implications of conversion of VLT facilities into
casinos, in that the gaming taxes could be earmarked in a different direction.

The model results make it clear which scenario results in the greatest casino GGR — three new
integrated resorts (one each in Manhattan, Queens and Brooklyn). Spectrum did not consider alternatives
to this scenario in terms of combinations and permutations of three new integrated resorts collectively in
a borough, in other locations, or any other types of clustering. The significant downside to this is that the
existing VLT facilities, which would not be awarded casino licenses in this scenario, would experience a
crushing blow to their market potential and the related taxes they generate. In this scenario, we would
also suggest that the $500 million license fee is too much for the casino operators, as the market would
be far more diluted than in any of the other scenarios, and the development plans may need to be less
substantial. As such, while the scenario that is projected to initially bring in the most incremental, annual
tax revenue is clearly Scenario 4, there are obvious downsides fiscally in terms of it likely resulting in the
lowest upfront fees (assuming 3 new casinos). Moreover, as Scenario 4 would likely result in lower capital
expenditures per property and a lower likelihood or scale of ongoing facility expansions, from a long run
perspective, the difference in annual tax revenues will likely narrow.

The alternative assumptions were for conversions of Empire City and RWNYC into full-scale
casinos, with a third license being in Manhattan, Brooklyn or Queens. The results of the models with
respect to the generation of new tax dollars suggest Manhattan as the optimal location for the third
license, but not by a substantial margin. Queens and Brooklyn yielded nearly identical benefits, but a
Manhattan casino may potentially generate significantly more tourism, reflecting a more significant
contribution to GGR (and thus tax revenues) by non-New Yorkers.
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Figure 67: Projected State gaming tax revenue from Downstate gaming facilities, 2025

Casino Slots  Casino Tables Empire | RWNYC Jake’s 58 Orange CatR:IYiIIs Total Incremental

No Additional Gaming Facilities

Scenario 1 $1,162.6M $152.3M $84.7M $45.5M $1,445.2M $556.4M
Scenario 2 $1,117.0M $151.2M $80.2M $42.5M $1,390.9M $502.2M
Scenario 3 $1,103.5M $152.7M $77.0M $42.2M $1,375.4M $486.7M
Scenario 4 $1,049.7M $214.7M $180.1M | $180.2M $68.0M $38.1M $1,730.8M $842.1M
Scenario 5 $515.9M $105.5M $274.4M | $318.6M $93.9M $51.7M $1,360.1M $471.4M
Scenario 6 $0.0M $0.0M $336.2M | $385.1M | $107.5M $59.9M $888.7M

With a Meadowlands Casino

Scenario 1 $1,053.4M $136.3M $82.0M $42.1M $1,313.8M $518.6M
Scenario 2 $1,029.0M $139.1M $77.9M $39.3M $1,285.4M $490.2M
Scenario 3 $1,018.0M $141.3M $74.8M $38.9M $1,273.1M $477.9M
Scenario 4 $969.8M $198.4M $165.3M | $173.1M $66.4M $35.7M $1,608.6M $813.4M
Scenario 5 $448.7M $91.8M $246.8M | $299.4M $90.0M $47.5M $1,224.1M $428.9M
Scenario 6 $0.0M $0.0M $290.1M | $350.4M | $101.3M $53.4M $795.3M

With an Orange County VLT Facility

Scenario 1 $1,137.9M $151.7M $83.4M $70.6M $42.3M $1,485.8M $542.1M
Scenario 2 $1,094.4M $150.7M $79.0M $67.2M $39.5M $1,430.8M $487.1M
Scenario 3 $1,081.8M $152.3M $75.9M $66.9M $39.3M $1,416.1M $472.4M
Scenario 4 $1,035.0M $213.8M $178.1M | $178.4M $67.2M $61.5M $35.7M $1,769.8M $826.0M
Scenario 5 $504.2M $104.2M $268.1M | $312.6M $92.0M $77.3M $47.5M $1,405.8M $462.1M
Scenario 6 $0.0M $0.0M $325.9M | $375.7M | $105.0M $82.6M $54.6M $943.7M

With an Orange VLT Facility and a Meadowlands Casino

Scenario 1 $1,026.3M $137.5M $80.8M $56.6M $39.1M $1,340.2M $503.7M
Scenario 2 $1,004.1M $140.4M $76.8M $53.2M $36.5M $1,310.9M $474.4M
Scenario 3 $994.1M $142.6M $73.8M $52.7M $36.2M $1,299.5M $462.9M
Scenario 4 $976.6M $203.8M $163.5M | $171.4M $65.6M $50.3M $33.4M $1,664.7M $828.1M
Scenario 5 $413.0M $86.2M $241.6M | $294.3M $88.3M $61.7M $43.6M $1,228.7M $392.2M
Scenario 6 $0.0M $0.0M $282.6M | $343.1M $99.1M $63.0M $48.8M $836.5M

Source: Spectrum Gaming Group. Notes: Casino Slots and Casino Tables reflect taxes emanating from any new casinos opened
in the New York City area. Incremental column reflects gaming taxes relative to the respective Scenario 6 (status quo) models.

Itis critical to note that this analysis did not consider any potential developer’s proposed business
and development plan, nor has Spectrum identified specific sites for the potential developments. As such,
it is possible that a potential developer will present the State with a far more robust, effective plan in one
of these three areas than we are presuming, or find no opportunity for a good plan in one of these three
areas. As such, there are too many unknown variables to make a determination right now as to where a
third license should go (or whether the VLT facilities should be converted).
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7. Initial License Fees and Gaming-Tax Rates

Spectrum’s review and recommendations regarding gaming taxes are considered in Chapter I.
Spectrum built the above demand models based on our suggested tax on slot GGR of 40 percent for new
casinos and a tax on table games for new casinos of 10 percent.

Those suggested rates were determined — as shown below — by balancing the optimal tax revenue
to the State with the requirement for operators to realize an acceptable, attractive return on investment.
This further assumed an up-front license fee of no more than $500 million per license. As an alternative,
higher (or lower) gaming tax rates for casinos may be considered, which would result in a different level
of potential GGR per facility. While a lower gaming tax rate may yield more attractive casino resorts and
higher GGR, the issue may arise as to the casinos having lower gaming tax rates than the casinos licensed
in the first round (Upstate), which may be difficult for the State to reconcile. There is rationale behind
doing so, in that the lower tax rates would be the driver behind a broad variety of economic impacts, from
higher construction budgets to more jobs, higher sales tax revenues, etc. However, at a 40 percent slot,
10 percent table tax rate, we do not envision that potential developers would lessen their desired building
programs.

On the other hand, gaming tax rates higher than 40/10 may have an impact on return on
investment to the extent of projects needing modification to a smaller scale, i.e. possibly not including
some non-gaming amenities that contribute negligibly to operational cash flow (but still generate sales
tax revenues, jobs and construction expense).

a. Implications of Alternative Casino Tax Rates

As an alternative scenario, we considered a gaming tax rate of 45 percent slots/12 percent table
games. For each of the above scenarios (except Scenario 6, for which there are no new casinos), the
negative impact on new casino GGR was in the range of 6 percent to 7 percent. This reflected a mix of
new, latent and tourism revenues not being materialized and demand not being cannibalized away from
other properties. From a gaming tax revenue standpoint, this higher tax rate would theoretically produce
higher tax revenues than the suggested 40/10 tax rate mix, but a higher tax rate would also produce added
risk, such as the risk of less capital investment would in turn result in lower employment and facilities that
would be less competitive facilities in the face of incremental market competition.

However, this potential for incremental gaming tax revenues should not be ignored, which
initiates the possible discussion of a two-phased tax plan:

e Initial phase: Charge a license fee, with slots taxed at 40 percent and tables taxed at 10
percent.

e Later phase (i.e., starting at Year 5): Increase the tax rate on slots to 45 percent, and on tables
to 12 percent, possibly to be postponed if the operator initiates and completes capital
improvements above and beyond a certain monetary threshold.
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b. License Fee Analysis, Recommendations

License fees are effectively taxes paid in one lump sum to the sponsoring government. The
concept of such fees is neither unique to gaming nor to New York. Indeed, approximately 120 years ago,
New York Governor Theodore Roosevelt dealt with a similar issue, known at the time as “franchise taxes,”
which were imposed on utilities and others that were granted some level of monopoly status. “A
corporation which derives its powers from the State, should pay to the State a just percentage of its
earnings as a return for the privilege it enjoys,” Roosevelt said at the time.”* In a basic sense, that remains
relevant for gaming, because gaming licensure is considered a privilege that is accompanied by some level
of exclusivity.

From the standpoint of a gaming operator, however, the concept is entirely different, because
license fees are a hybrid of taxes and capital investment. From the standpoint of an existing or potential
operator, the license fees are an essential element when calculating returns on investment (“ROI”),
internal rates of return (“IRR”), and other financial modeling scenarios. ROl is a calculation in which the
total capital investment is the denominator while the returns (typically calculated as earnings before
interest, taxes,’? depreciation and amortization, or “EBITDA”) represent the numerator.

Because a license fee is part of a project’s capital investment, it is built into the denominator. But
unlike many other elements of capital investment, license fees cannot expand or improve the size, quality,
amenities or business model of a proposed project; i.e., they have no conceivable positive impact on
EBITDA, but would have a decidedly negative impact on returns. As such, if a developer has a desired, or
minimum, return on an investment, by definition the license fee would lower that return, such that it may
potentially lead to a smaller capital investment on the scale of the project, or it may lead to a decision not
to build at all.

Clearly, license fees are — and will remain — a consideration when deciding whether or not to
invest capital, and in determining the amount of invested capital. But license fees — along with tax rates,
location and competitive factors — have to be viewed in a broad context. New York would be well advised
to heed lessons from other markets, noting the following:

e Makingthe level of license fees a factor in determining which entities are granted the privilege
of developing properties in the New York City market carries risks that the most effective
potential developers might not secure the license.

o A fixed license fee for all bidders could reduce that risk, while helping to ensure that the
successful bidder(s) are judged by the total economic impact of their plans on the region and
state.

e The state could consider a hybrid approach that would allow bidders to exceed the minimum
license fee, but that approach should make clear to bidders that such projects would still be

71 Journal of the Assembly of the State of New York, 1899, p. 1886.

72 In the context of EBITDA, taxes do not include gaming taxes, but rather refer to all other forms of taxation paid
by any business, such as income taxes. Gaming taxes are deducted from gross revenue and thus are factored into
the top line, rather than the bottom line.
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required to offer significant economic and fiscal benefits to the region and state. In other
words, under this approach, bidders should not be encouraged to trade long-term benefits in
exchange for an initial short-term increase in the license fee.

While a license fee can provide immediate, substantial fiscal benefits to the State, making it an
element of a bidding war offers significant potential drawbacks. An extreme example of the drawbacks
occurred in the 1990s when the government of New South Wales, Australia, awarded a license to build a
casino in Sydney (now the Star City in Darling Harbor) to a partnership led by Showboat Inc. Showboat’s
license fee bid of $275 million exceeded the other — by Australian billionaire Kerry Packer and another
former U.S. operator, Circus Circus Enterprises — by more than $80 million.”® Showboat, which has since
been acquired by Caesars Entertainment and no longer exists as an independent operator, was at the time
a relatively small casino company that operated three small-sized to modest-sized casinos in the United
States.

Ultimately, the Sydney project as envisioned by the Government of New South Wales was never
built. In Spectrum’s view, that failure resulted in large measure from an over-reliance on the size of the
proposed fee as a differentiating factor, coupled with Showboat’s limited access to capital markets. More
importantly, Showboat as an operator was not familiar with the Australian market and had no experience
in marketing to Asian patrons, a critical market segment. Therefore, the casino operation underperformed
and did not meet its own financial projections that had been shared with the Government of New South
Wales.

The concept of license fees can also extend beyond the basic concept of a one-time payment to
the government. For example, applicants could be required to contribute to infrastructure or other
projects in defined amounts that would be set forth in the RFP documents.

This concept has been on display in Japan, which has long been contemplating the introduction
of integrated resorts. An example can be found in Osaka Prefecture, in which MGM Resorts International
—owner of Empire City in Yonkers —leads a consortium that is bidding to obtain one of the nation’s gaming
licenses (a process that is ongoing and unlikely to transpire for any operator until 2027 at the earliest, but
MGM is the sole remaining bidder for development in Osaka, a market of over 20 million residents). In
Osaka, casino applicants were expected to contribute ¥20 billion (about $185 million) to help offset
construction costs for a new subway line that will stop at the casino site, and operators will be expected
to contribute to a World Expo that will be held in Osaka in 2025. These expenses are quantifiable and are
a cost of securing the IR license in this gaming jurisdiction. When such costs are likely the same for each
applicant, they would not be a determining factor in the bidding competition, but would rather be
categorized as a minimum requirement.

The RFP process’ in Osaka detailed various requirements to be scored on a numerical basis for a
total potential of 1,000 points. The “Concept and Master Plan (management philosophy and project

73 Andrea Adelson, “Showboat Bid Wins Sydney Casino,” New York Times, May 7, 1994.
https://www.nytimes.com/1994/05/07/business/company-news-showboat-bid-wins-sydney-casino.html

74 Osaka Prefecture RFP, February 14, 2020.
http://www.pref.osaka.lg.jp.e.agb.hp.transer.com/hodo/index.php?site=fumin&pageld=37361
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implementation policy)””®

was allotted a maximum of 100 points, while no other specific category was
allocated more than 80 points. The key criteria included “Formation of a world-class all-in-one MICE hub”
(80 points) and “Creation of an overwhelming resort space that attracts tourists from both within and

outside Japan” (80 points), among many others.

In Greece, the process of determining the developer of a planned IR in Athens on the site of the
former Hellinikon airport was developed as a two-pronged test to weigh competitive bids.”

The first prong were the technical requirements that set such minimums as:

e At least 2,000 beds in a hotel rated at 5 stars or greater (40 percent of the technical
requirements)

e Atleast 12,000 square meters of conference and exhibition space (25 percent of the technical
requirements)

e Development of “a public sports or cultural events meeting place with a total number of seats
equal to or more than three thousand” (15 percent of the technical requirements)

e Planned casino space of at least 12,000 square meters (20 percent of the technical
requirements)

The second prong for consideration was the “financial offer,” which required:

e Alicense fee defined as an “upfront consideration” of at least €30 million ($32.5 million)

e “Total Annual Consideration, which is calculated as the net present value of the amounts that
will be submitted ... for each calendar year, from the third (3rd) to the twenty fifth (25th) year,
of the total 30-year concession period”

Those two sums would be added together to determine the full “financial offer.” Most significant,
the score would then be determined by “the ratio of the Tenderer’s Financial Offer to the maximum
Financial Offer submitted by all Tenderers multiplied by a coefficient equal to 100.”

Greek regulators valued the Technical Offer at 40 percent of the total consideration, while the
Financial Offer would be weighted at 60 percent. Mohegan Sun was officially recognized in October 2020
as the winning bidder.””

While we note that regulators in Greece and other markets have encouraged competition
involving license fees, questions remain as to the long-term efficacy of such a process. The concept of
developing an IR in New York’s most important market — and arguably the most attractive global market

7> The language as translated from the original Japanese was provided directly by the Osaka prefecture on its
website.

76 Hellenic Gaming Commission, “International Tender for the Concession of a wide-range activities casino
Operating License in the Hellinikon - Ag. Kosmas Metropolitan Pole,” February 2019.
http://www.portugalglobal.pt/PT/PortugalNews/EdicaoAicepPortugalGlobal/Documents/CallForTendersHellinikon
IRCEN.pdf

77 “Mohegan Gaming Officially Wins Greek Casino License, Athens Resort Moving Forward,” by Devin O’Connor,
casino.org, October 15, 2020 https://www.casino.org/news/mohegan-gaming-officially-wins-greek-casino-license-
athens-resort-moving-forward/

:‘*-; SPECTRUM, New York Gaming Study 94



http://www.portugalglobal.pt/PT/PortugalNews/EdicaoAicepPortugalGlobal/Documents/CallForTendersHellinikonIRCEN.pdf
http://www.portugalglobal.pt/PT/PortugalNews/EdicaoAicepPortugalGlobal/Documents/CallForTendersHellinikonIRCEN.pdf
https://www.casino.org/news/mohegan-gaming-officially-wins-greek-casino-license-athens-resort-moving-forward/
https://www.casino.org/news/mohegan-gaming-officially-wins-greek-casino-license-athens-resort-moving-forward/

— demands that the criteria for development be based on what will best advance gaming policy and fully
leverage the region’s economic potential.

License fees also have been relied on by some regulators in the United States as components of
competitive bids. An example occurred in 2008, when lllinois regulators sought to issue what would be
the 10th casino license in that state.”®

The bidders at the time were:

e Calumet Gaming: initial bid $150 million

e Midwest Gaming and Entertainment: initial bid $100 million
e Trilliant Gaming lllinois: initial bid $435 million

e Hawthorne Gaming: initial bid $150 million

e CCH Gaming Partners: initial bid $60 million

e Waukegan Gaming: Initial bid $225 million

e SouthSide Casino: initial bid $175 million

The lllinois Gaming Board settled on three finalists: Trilliant (the highest bidder), Waukegan
Gaming (second-highest bidder) and Midwest Gaming (second-lowest bidder). The Illinois Gaming Board
selected Midwest Gaming after that organization agreed to “increase its initial bid amount to $125 million.
Additionally, it agreed to pay the state an additional $300 million over the course of the next 30 years.”
This effectively means that the board elected to negotiate a significantly higher license fee in determining
the winner. At the same time, the board also noted some unrelated concerns regarding Trilliant.”®

As noted, the lllinois process required competitive bids. Among states that did not ask applicants
to compete on the basis of license fees, Pennsylvania established a license fee of $50 million for its
standalone and racetrack casinos, while Massachusetts required an $85 million license fee plus minimum
capital investment requirements of $500 million.®

Spectrum’s recommended $500 million license fee in New York would be far higher than required
by any other U.S. gaming jurisdiction, as shown in Figure 68, but, again, that is reflective of the inherent
market value of the New York City region. This table simply illustrates the level of license fees established.
States have differing criteria for licensure, and these numbers have to be viewed in their respective state
contexts.

78 [llinois Gaming Board, “2008 Annual Report,” p. 8.
https://www.igb.illinois.gov/FilesAnnualReport/2008IGBAnnualReport.pdf

9 bid.

80 American Gaming Association, “State of the States 2019.” https://www.americangaming.org/wp-
content/uploads/2019/06/AGA-2019-State-of-the-States FINAL.pdf
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Figure 68: Initial casino license fees, selected states

State Initial License Fee

lowa $5,000,000 to $20,000,000
Kansas $5,500,000 to $25,000,000
Maryland $3,000,000

Massachusetts | $25,000,000 to $85,000,000
Nevada $500,000

New Jersey at least $200,000

New York $20,000,000 to $51,000,000
Ohio $50,000,000

Pennsylvania $50,000,000

Source: American Gaming Association

1) Three-Pronged Test for License Fee

Spectrum has examined the experience in other markets and determined that license fees need
to be considered carefully in any decision. We used the below multi-prong test to determine a reasonable
license fee for New York. Additionally, New York could consider setting a floor, and allow potential
operators to propose license fees that exceed that floor. However, in weighing all bids the decisive factor
should remain the long-term economic impact of the worthiest tender offer.

Spectrum’s multi-pronged test relied on the following criteria to determine the most effective
license fee:

1. The fee must recognize the relative size, strength and long-term potential of the New York
City metropolitan area and, in turn, must be significantly greater than license fees charged in
other, less desirable markets.

2. The fee should be realistic so that world-class operators with the necessary experience and
the strongest balance sheets would still be willing to invest.

3. While the fee needs to reflect the full value of the market, it should not constrain potential
operators from pursuing and developing iconic visions that will capture the potential of the
market.

Based on this analysis, Spectrum recommends that the State of New York require a license fee of
at least $500 million, an amount that meets all the above criteria. That suggested fee reflects the value of
this license but allows developers sufficient flexibility to invest more in their facilities, thus generating the
greatest overall return to the region and state. While a license fee of $500 million would be significantly
higher than any such fee assessed anywhere else in the United States, this fee is representative of the
potential untapped value of a full-service integrated casino resort in the New York City region. Based on
our research, the losing bid of $425 million for a license in Illinois appears to hold the domestic license fee
record.

The following hypothetical analysis shows how a $500 million license fee would be considered by
a potential operator. If an operator were to invest a total capital expenditure of $3 billion, reflecting all
costs (but with no license fee), and if the property would generate EBITDA of $750 million, the return on
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investment would be 25 percent. An additional $500 million license fee increases the all-in capital expense
to $3.5 billion and would in turn lower the return on investment to 21.43 percent.

A license fee of $500 million would have a clear, discernible impact on an operator’s returns.
However, it would still allow all potential operators to develop world-class integrated resorts that would
advance various public policies. As the following analysis endeavors to illustrate, raising the license fee by
a material amount beyond that level could require operators to lower their overall capital investment,
which could, in turn, lower their potential revenues and require a less ambitious business model.

The determination of a precise license fee — in this case, $500 million — is to a certain extent a
balancing act between an arbitrary determination and a reliable financial analysis. In applying a three-
pronged test to determine a fair fee, fair questions must be asked: Why not $600 million? Why not $700
million or $400 million?

There is indeed a tipping point at which a lower license fee would mean the State is leaving too
much on the table and not securing sufficient value for a license, and at which a higher fee would make a
potential project untenable, or at the least would lower capital investment to a point that results in a
lesser project that does not maximize the public benefit of an integrated resort.

Applying our three-pronged test requires viewing a prospective license from the perspective of
the developer/operator. The developer/operator is concerned with the return on equity (“ROE”). If
returns are not attractive, the project will not be built. The tables below present a development scenario
for an integrated resort Downstate. In each case, the project cost is pegged at $1.8 billion.

In the scenarios in Figure 69 below, we have varied the license fee from $500 million to $S600
million and finally $700 million, and we have held the GGR tax rate flat at 40 percent. To hold the entire
project cost at $1.8 billion, the development cost of the project varies by $100 million, the amount of the
increase in the license fee.

Note the risk that an increase in the license fee could reduce the overall available capital
investment in other aspects of the project in order to ensure an adequate return. The potential for that
risk dependent on such factors as the bidder’s financial strength and its required returns. By definition,
reduced investment in the physical plant of the property makes the project less appealing to visitors, so
we have reduced GGR by $100 million for each $100 million reduction in development cost.

As we are evaluating the potential impact of the mix of fees and taxes on the returns, many other
assumptions that go into constructing this quick look at the issues facing a developer were held constant
across the scenarios. We have assumed the project is funded with 30 percent equity and 70 percent debt.
For simplicity, we further assume that operating expenses amount to 40 percent of GGR, and that the
debt is a simple amortizing 15-year mortgage at a 5 percent rate. We then subtract debt service to arrive
at a measure of free cash flow. We have ignored income taxes, property taxes, and interest deductibility.
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Figure 69: Hypothetical casino project returns at varying license fees and a fixed GGR tax rate

Casino Development Example:

Casino Development Example:

Casino Development Example:

$500M License Fee and 40% GGR Tax

$600M License Fee and 40% GGR Tax

$700M License Fee and 40% GGR Tax

Equity 30% $540,000,000 | Equity 30% $540,000,000 | Equity 30% $540,000,000
Debt 70% $1,260,000,000 | Debt 70% $1,260,000,000 | Debt 70% $1,260,000,000
Development Cost $1,300,000,000 | Development Cost $1,200,000,000 | Development Cost $1,100,000,000
License fee $500,000,000 | License fee $600,000,000 | License fee $700,000,000
Project Cost $1,800,000,000 | Project Cost $1,800,000,000 | Project Cost $1,800,000,000
Gross GGR $1,100,000,000 | Gross GGR $1,000,000,000 | Gross GGR $900,000,000
Z:)i;e Gaming Tax | (<440,000,000) Zgi/ze Gaming Tax | ¢ 40,000,000) Zgi;e Gaming Tax ($360,000,000)
Net GGR after Tax $660,000,000 | Net GGR after Tax $600,000,000 | Net GGR after Tax $540,000,000
Operating Exp. 40% $(440,000,000) | Operating Exp. 40% | $(400,000,000) | Operating Exp. 40% $(360,000,000)
Debt Svc. 15 yr. 5% (121,400,000) | Debt Svc. 15 yr. 5% | $(121,400,000) | Debt Svc. 15 yr. 5% $(121,400,000)
Free Cash Flow $98,600,000 | Free Cash Flow $78,600,000 | Free Cash Flow $58,600,000
Return on Equity 18.3% | Return on Equity 14.6% | Return on Equity 10.9%

Source: Spectrum Gaming Group

As seen in the table, the free cash flow, which we are using to approximate the return, varies
across the fixed GGR tax scenarios as the license fee increases and GGR decreases. A developer would
have to weigh the return from this potential project against other uses of capital. Different operators may
indeed find any of these scenarios offers an attractive return, while the returns to the State would differ
under each scenario.

The implications for the State over the longer term as significant. By grabbing a larger upfront fee,
the State earns less money from gaming taxes. Over the course of a decade the difference is significant,
as shown below.

Figure 70: 10-year State revenue under three license-fee scenarios
10-Year State Revenue (M) ‘

License Gaming State
Fee Tax Total
$500 $4,400 $4,900
$600 $4,000 $4,600
$700 $3,600 $4,300

Source: Spectrum Gaming Group

2) Leveraging the Benefits of an RFP Process

Hypothetical examples, as shown above, are illustrative but limited in their usefulness. They
assume that all potential operators have the same cost of capital, the same required returns on
investment and, just as important, offer the same levels of creativity, with similar brands and other
intangible as well as tangible assets. With that in mind, hypothetical examples do not reflect the real
world.
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As cited earlier, other jurisdictions have relied on a competitive process in which respondents are
encouraged to put forth their most ambitious proposals for consideration to receive a license, which in
the case of the New York City metropolitan region would be highly coveted.

The RFP process is a reflection of the State’s policy goals and would be developed to identify those
goals and score the responses appropriately to reflect the hierarchy of such goals. Should the State place
a premium on an upfront license fee, the RFP process could set a floor and encourage respondents to
propose higher fees. As the Australia example illustrates, that could be fraught with unnecessary risk by
placing the value of an upfront fee ahead of more long-term benefits, such as creative designs,
employment levels, tourism development and other policy goals.

New York policymakers have the responsibility of establishing those goals, and of developing the
scoring that determines the hierarchy of such goals.

A core caveat, however, is that policymakers should recognize the possibility that none of the
proposals for licensure meet the State’s standards. Indeed, dissatisfaction with all proposals is a realistic
possibility.

Spectrum strongly recommends that the State makes clear that it retains the right to reject all
proposals and restart the bidding process should it not be satisfied. That approach would not be
particularly palatable in the current scenario in which the State faces significant budgetary pressures and
in which operators are eager to begin offering full-service gaming in the New York City metropolitan area.

Spectrum notes, however, that the very existence of such a warning would send a clear message
to potential bidders to get it right the first time, and to put forth their most creative, capital-intensive
bids.

3) Understanding Capital Investment Requirements

Rules that would potentially govern requirements such as minimum capital investments could
help serve the interests of the State by striking a balance between being clear and being sufficiently
flexible to address particular circumstances. An example of this can be found in Massachusetts, which
established a minimum $500 million of capital investment for its full-service casino licenses. This statute
includes the following key policy goals and provisions:

e The statute grants the gaming commission broad latitude to determine whether such costs as
land acquisition or outside infrastructure improvements should be included in the calculation
as to whether the $500 million threshold has been met.

e Regulators are authorized to make such determinations, based on factors that consider the

particular circumstances surrounding a region or a site.

The Massachusetts Gaming Commission adopted regulations that adhered to the spirit and letter
of the statute; however, some of those restrictions were waived when establishing licensing requirements
in southeastern Massachusetts. The rationale was that the costs and risks associated with that particular
region demanded greater flexibility.

Massachusetts’ experience offers lessons for New York. Effective public policy would suggest that
acquisition costs not be considered in calculating whether applicants for a Downstate commercial casino
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license meet the requirements for the recommended $1 billion capital investment, as land costs and
infrastructure improvements would vary from borough to borough and from location to location. At the
same time, the capital requirements should be designed to encourage investing capital in the quality and
breadth of the gaming offering, not in costs such as acquisition.

Regulators — who would have a firm grasp of the vagaries and differences between applications
and sites — should be granted full authority to set the requirements for and to calculate the value of capital
investment, considering for example whether to include the value of furniture, fixtures and equipment
(including gaming equipment).

Granting regulators the flexibility to weigh considerations such as the value of existing amenities
and acreage would also help level the playing field if existing VLT facility operators compete for licenses
against applicants that do not presently operate in New York.

c. Potential Impacts of COVID-19 on License Fees

With respect to how the economic downturn caused by the pandemic could impact the ability of
prospective Downstate casino developers to afford Spectrum’s recommended $500 million license fee,
we conclude that if gaming operators are faced with a choice of coming up with $500 million quickly as a
license fee or losing out forever on the prospect of operating a full-service integrated resort in or near
New York City, they are more likely to find a means to secure the funding. It is not realistic, however, that
a casino would make such a payment this calendar year in the absence of an RFP and selection process to
determine which entities would receive licenses and thus be entitled to build an integrated resort in the
Downstate market. (Spectrum’s analysis of the potential license fee for Downstate commercial properties
is addressed in detail above.)

1) Access to Capital Markets

Gaming companies have been successfully accessing the capital markets, primarily for debt,
throughout the COVID-19 pandemic. Since March 2020, Wynn Resorts, Golden Nugget Casinos, Twin River
Worldwide Holdings, MGM Resorts International, Penn National Gaming, Boyd Gaming, and others have
raised debt capital, all at higher cost than prior to the pandemic.

Due to the large decline in the stock market in March, interest rates on corporate bonds, including
those for gaming companies, rose rapidly. However, the quick recovery in the stock market brought on by
government intervention had a positive impact on the debt markets, enabling gaming companies to raise
cash, at interest rates that improved through the ongoing crisis period. This has left many gaming
companies with significant liquidity, earmarked primarily to get those companies thorough the crisis in
which patronage has been very much diminished. Some companies like Twin River have pursued
opportunistic acquisitions.’!

81 On April 24, 2020, Twin River reached an agreement to acquire Bally’s Atlantic City, Eldorado Shreveport Resort
(Shreveport, LA), and Montbleu Resort Casino (Lake Tahoe, NV) for total consideration of $180 million.
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Going forward, companies are likely to allocate capital more carefully, seeking relatively higher
returns for the capital invested. Nearby population, household income and license exclusivity will still be
the most important drivers to property success, but certainty of returns will become more important to
the developers.

Gaming companies have consolidated, becoming very large, suggesting that for several of them,
a $500 million check (i.e., to fund Spectrum’s recommended license fee for a Downstate casino license)
plus a S$1 billion development cost is not that big an investment (as compared to, say, the current situation
in Japan, where companies were promising to invest $10 billion or more in the overall project.)

The enterprise values (stock market value plus debt) of the four largest U.S. global gaming
companies ranged from $7 billion to $33 billion, as of June 26; for the five largest U.S. regional gaming
companies, the enterprise values ranged from $2 billion to $8 billion.

The willingness and ability of gaming companies to deploy capital now is very much a function of
how quickly they can profitably reposition their existing businesses for the new operating environment.
Currently, there is substantial uncertainty about the duration of the COVID-19 pandemic and its associated
impacts to the economy at large. During times of uncertainty, the appetite to invest in ground-up
development projects, due to greater relative risk, will be lower.

Gaming companies’ abilities to embark on new ventures will be impacted by their debt loads and
principal maturities. For the four largest U.S. gaming companies, debt as a share of enterprise value ranges
from 20 percent to 70 percent, with an average of roughly 50 percent; for the five largest U.S. regional
casino companies, the range is 25 percent to 75 percent, with an average of roughly 50 percent.

2) Ability to Dedicate License Fees

The development of a comprehensive RFP process is, by definition, complex. With that in mind, it
would not be realistic for the State of New York to expect receipt of a Downstate casino license fee of
$500 million (or a similarly large amount) in 2020. However, if it could come together that quickly, such a
payment could realistically be financed, as institutional cash is clearly available for investment.

Investor sentiment to finance a license payment for a casino development near New York City is
likely to be positive. This is mainly due to the positive demographics; the local population is massive and
also relatively wealthy — the two most important factors for a successful regional casino project.

3) Costs of Borrowing

Currently — and even prior to the COVID-19 pandemic — government rates have been at historic
lows. In fact, the 10-year Treasury rate is at its lowest level going back to 1960, as Figure 71 below shows.
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Figure 71: U.S. 10-year Treasury rates, 1960-2020

B

Percent

75

50

1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

Source: Board of Governors of the Federal Reserve System. Shaded areas indicate U.S. recessions.

While government rates are at historic lows, the cost of borrowing for the gaming community has
become higher due to the perceived risk. Existing bonds for the largest companies still generally trade
close to par; the degree of leverage of the company and the specifics of the bond’s relative position in the
capital structure and impact to collateral will impact the cost of future borrowing. Figure 72 illustrates the
difference in borrowing costs pre-COVID-19 and post-COVID-19 for gaming industry financings.

Figure 72: Gaming industry borrowing costs, pre-COVID-19 and post-COVID-19

Date ‘ Issuer Issue Amount (M) Rate Maturity

Pre-COVID-19 Financing

Feb-20 | Red Rock Resorts Sr. Secured $1,522 2.5% Feb-27
Feb-20 | Landry’s Sr. Secured $2,593 | 3.25% Oct-23
Dec-19 | Everi Sr. Secured $736 | 3.75% May-24
Dec-19 | Century Casinos Sr. Secured $170 | 5.68% Dec-26
Dec-19 | Boyd Gaming Sr. Secured $1,000 | 4.75% Dec-27

Average Interest Rate 4.0%
Post-COVID-19 Financing

May-20 | Boyd Gaming Sr. Unsecured $600 8.6% May-25
May-20 | Penn National Gaming Sr. Unsecured $330 2.8% May-26
May-20 | MGM Resorts International Sr. Unsecured $750 6.8% May-25
Apr-20 | Twin River Worldwide Holdings | Sr. Secured $275 9.0% May-26
Apr-20 | Landry’s Sr. Secured $300 | 13.0% Oct-23

Average Interest Rate 8.0%

Source: Bloomberg

4) Size of Development

Spectrum suggests that an operator that proposes to develop a Downstate casino should be
required to invest at least $1 billion of capital. The potential to exceed that required threshold will be
driven by the prospective return on investment associated with the project. Elements such as market
potential, gaming tax rate, and proximity to competition will all significantly influence the return profile
of the project. Additionally, returns could be positively impacted by the digital gaming potential (iGaming
or sports wagering license) connected with the opportunity, due to digital’s lower capital cost attributes.
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The most recent gaming development project in the Northeast, Wynn Resorts’ Encore Boston
Harbor, underperformed in its first year of operation. Regional gamblers have proven to be loyal to
existing New England casinos such as Foxwoods, Mohegan Sun and Twin River. The total investment by
Wynn Resorts was substantial at $2.6 billion. The property generated $150 million in gross gaming
revenue during its first three months of opening (Encore opened on June 23, 2019), putting it on pace for
$600 million in revenue after its first full year. This would be 25 percent short of projected revenue of
$800 million.®?

Gaming companies and investors in a potential New York City development may cite this project
and other comparable developments when considering size of development in the metro area and
expected return profile. The economics of a potential Downstate New York facility will be heavily
influenced by the location of the project and the tax rate.

The long-term impact of COVID-19 on individuals’ behaviors is unknown at this point, and that too
will influence gaming companies’ willingness and plans to invest in facilities to accommodate high volumes
of guests.

5) Implications of Delaying a Downstate Decision

In light of the unprecedented COVID-19 situation and the resulting economic fallout, the State of
New York could opt to delay, for an undetermined period, the decision to authorize three commercial
casinos in the Downstate region. Such a decision would have both positive and negative implications and
results that include the following:

Positive

e The State would have more time to see how the COVID-19 situation ultimately impacts the
economy and the gaming industry.

e A delay could allow the State to move cautiously to develop an RFP process for the
commercial casinos. An RFP process is time-consuming but helps ensure that any
development best serves the interest of the State.

e Gaming companies would have more time to adjust to the conditions, allowing them to react
to the New York opportunity in a more certain environment, perhaps resulting in a healthier
bidding competition, from which the State would benefit.

e Adelay would allow the State to observe, and adapt to, whatever decisions are made by other
states/regions.

e Adherence to the seven-year moratorium would not require the State to reimburse Upstate
casinos for their pro-rated recoverable license fees, as pursuant to the 2013 legislation
authorizing commercial casinos.

82 Adrian Ma, “Encore Casino’s Revenue Tops $175 Million For First Full Quarter,” WBUR, November 7, 2019.
https://www.wbur.org/bostonomix/2019/11/07/wynn-resorts-earnings-encore-boston-harbor

8 “Trends in New York State Lottery Revenues and Gaming Expansion,” May 2014, p. 24

https://www.osc.state.ny.us/sites/default/files/reports/documents/pdf/2018-12/economic-lottery-2014.pdf
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Negative

e New Jersey could be first to market with a metro-area casino. Although voters soundly
rejected the idea of expanding casino gambling outside Atlantic City in 2016, it is widely
believed that at some point the state will expand casino gaming beyond the confines of that
municipality. Owners/operators/developers associated with both the Meadowlands complex
and Liberty National Golf Club in Jersey City are ongoing proponents of casinos at those
locations. Being first to market would allow a casino on the New Jersey side to develop player
loyalty.

e The State of New York would delay receiving gaming-tax receipts from the operation of
commercial casinos, as well as a prospective license fee (which Spectrum suggests be $500
million), until a much later date than it would otherwise.

e The potential evolution of VLT facilities to seek commercial casino licenses in a competitive
bidding process would, if successful, open employment opportunities in table games at an
early date, during a period of relatively severe unemployment, and delaying that decision
precludes that possibility.

e |f MGM and Genting, the operators of Empire City and Resorts World New York City,
respectively, do not receive licensure as competitive casinos, any delay would offer additional
time for them to further develop their facilities and build player loyalty, perhaps making a
prospective casino in the city less valuable to a developer.

Spectrum’s analysis makes clear that there are advantages to advancing the decision to award
Downstate licenses. Those perceived advantages, however, do not overcome the clear need for New York
to proceed carefully with a fully developed RFP process that encourages competition and creativity to
ensure that decisions are made in the best long-term interests of the region and state. The pressures
wrought by the COVID-19 pandemic are material, but they are, by definition, short-term in nature. The
State should not run the risk of advancing the decision-making process at the risk of potentially selecting
a bid that is less than optimal.

d. Opinions of Finance and Investment Professionals of COVID-19 Impact on
Potential New York Gaming Expansion

The investment professionals interviewed for this analysis uniformly believe that a new
Downstate New York casino — built to the standards of an integrated resort —would likely be able to attract
the necessary capital, due largely to a location within the massive, affluent New York City metropolitan
area. Notably, almost every gaming company that recently wanted to raise capital was able to do so due
to support from the Federal Reserve and enormous pools of institutional investor capital currently on the
sidelines.

Although certainty around the “financeability” of a Downstate casino exists, it is difficult to predict
which gaming companies will be positioned to pursue the license one to three years from now. The COVID-
19 issue could last another one to two years, but the resulting economic downturn could potentially last
longer. The question is which gaming companies will emerge from the pandemic with sufficient financial
strength to pursue a large development in the New York City region in the longer term.
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Conversations with a gaming banker from SunTrust who has been involved in gaming for more
than 15 years as well as with a large institutional private lender suggested it will be difficult for banks to
support gaming companies to do project development in the absence of sufficient transparency on the
COVID-19 economic impact. Much will depend on the fundamental considerations in forecasting success
of the project — proximity to population and low tax rate. Casinos that recently reopened, so far, have
demonstrated a significant pent-up demand from a population of dedicated gamblers eager to visit
casinos, but this level of profitability is not sustainable. The banker pointed to the abundance of private
equity investors eager to support casino development deals, but at very high capital cost to the operator,
thereby lowering the potential return on investment to the gaming company developers.

1) Opinions of Ratings Agencies

Spectrum interviewed rating agency analysts covering the gaming industry at Moody’s Investors
Service and Fitch Ratings. The overwhelming sentiment during these interviews was that this is a period
of high uncertainty. The chief financial officers of gaming companies, who are in dialogue with the rating
agencies, are operating in uncharted territory as they begin reopening. There are capacity constraints at
the casinos and limits on the overall food-and-beverage offerings, both in an attempt to minimize health
risks.

The result is that, with fewer servers, less restaurant capacity, and limited hotel capacity,
operating expenses are much lower. While revenues are also lower, the associated profit margins, so far,
are much higher. According to the rating agencies and CFOs with whom they spoke, it is unclear if this
dynamic exists due to pent-up demand or as a short-term anomaly that will revert to normal business
conditions as entire properties open up, absent capacity constraints. The current situation is an uncertain
one.

Due to the uncertainty around business conditions, lenders are universally waiving covenant
compliance requirements through the end of 2020, at which time they will reassess the business
environment. Moody’s has a negative ratings outlook for all its issuers in the gaming industry; the firm
will revisit the ratings outlook in December. The two factors on which Moody’s will be focused are the
status of the COVID-19 pandemic and the overall state of the economy. In terms of potentially investing
in a development in New York City, the uncertainty in the industry makes it difficult for companies to
invest in a new development in the near-term. As it pertains to a license fee, they believe it too difficult
to negotiate now, given the volatile business conditions currently.

Specifically related to New York, Moody’s point of view suggests that it is unlikely investors (and
not necessarily gaming companies) are going to “get excited” about investing in a new gaming project.
Because New York City has so many non-gaming attractions —including shows, restaurants, entertainment
and retail — there is little attraction to the typical amenities that are developed to help drive a casino.
Therefore, the project must be situated in a location that offers convenient access to fully take advantage
of the massive nearby population.

Fitch Ratings analysts expressed similar reservations in terms of the non-gaming amenities of a
new casino project. However, they expressed a high degree of certainty that the large gaming companies
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could fund the necessary up-front licensing costs and other associated investments by using their
corporate balance sheets.

Fitch expects it will take approximately three years for cash flow to recover to pre-COVID-19
levels. Currently there are few large capital projects being undertaken by the large gaming companies.
Therefore, in two to three years, they believe strongly that companies will want to aggressively pursue a
New York City license.

e. Other State Estimates, Adjustments

All gaming states and the gaming operations they host expected, and are experiencing, significant
reductions in gross gaming revenues and the accompanying fiscal receipts as a result of pandemic-caused
closure of gaming facilities. In one state’s report that Spectrum believes could speak for many gaming
states, the lllinois” Commission on Government Forecasting and Accountability noted the loss of receipts
from gaming — casinos, video gaming, lottery, horse racing, and recently enacted sports wagering — and
the uncertain recovery period:

Looking at State-related tax revenues generated from these sources, gaming revenues fell 13.4% in FY 2020
from $1.4 billion to $1.2 billion. This decline is in large part due to the suspension of video gaming and
casino operations between March 16th and June 30th, which thereby prevented any revenues from being
generated from these sources during this time period. Although this suspension has been since lifted,
gaming has only returned on a limited basis and it remains unclear how long these limitations will last. Even
with the resumption of wagering, it is expected that the ramifications of the pandemic on public confidence
will persist for some time.3

At this time, Spectrum is not aware of budget revisions in other states to compensate for the
decline in gaming receipts. However, several states are proceeding with gaming expansion that would
help generate new receipts. Examples include:

e Sports wagering and iGaming in Virginia (approved)

e Sports wagering in Tennessee (approved)

e |Gaming and/or ilottery in Indiana (prospective)

e Sports wagering in Massachusetts, North Carolina (prospective)

Additionally, several states are considering regulated skill-based games, which currently have
little to no regulation and operate in “gray areas” of state law.

At the same time, gaming facilities in some states are seeking, or are expected to seek, financial
relief for losses incurred during the pandemic. In New Jersey, two bills have advanced through legislative
committees as of October 26, 2020: One would allow casinos and racetracks to deduct promotional
gaming credit from gross revenue on sports wagering, and the other would authorize both temporary and
permanent tax breaks to casinos.

84 Eric Noggle, Senior Analyst, State of Illinois, Commission on government Forecasting and Accountability, “The
Impact of the Pandemic on FY 2020 Gaming Statistics,” September 2020.
https://cgfa.ilga.gov/Upload/0920revenue.pdf
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Even when consumer confidence has restored, the lllinois Commission on Government
Forecasting and Accountability is uncertain about a fully recovery of gaming revenues:

FY 2020 will forever be footnoted as the fiscal year that revenues were first impacted by the effects of the
COVID-19 pandemic. Assuming that the lingering effects of the virus will soon subside, there could be
noticeable improvements in revenues generated from gaming in the years to come as restrictions are lifted
and new gaming locations across the state are opened. However, questions remain on the extent that
gaming revenues will increase given the plethora of gaming opportunities that already exist and the
potential ramifications of the virus on the economy and discretionary spending.®

1) Present and Proposed Casino Development

The economicimpacts of COVID-19 pandemic occurred in the middle of several prominent gaming
development projects across the country. The following list provides the impacts to, or status of, five such
projects:

e Live Casino Hotel Philadelphia: This $700 million project received a waiver exemption allowing
construction to continue while other construction projects were stalled.®® The property began
installing slot machines and table games in October 2020 and is expected to open in 2021.87

e Resorts World Las Vegas: Although there were several pauses during construction, they were
planned by the developer due to design and theme changes. It was recently reported that
several construction workers tested positive for COVID-19. Although the pandemic did not
cause a total work stoppage, there was a reduction in construction of the tower to comply
with social distancing measures. The project, being built at a cost of $4.3 billion, is scheduled
to open in summer 2021.3% %

e The Drew Las Vegas: In May, the developer of the $3 billion The Drew suspended principal
and interest payments on a $2 billion loan secured to finish the construction of the project. It
is unclear whether the default was a direct result of COVID-19, but the project is now stalled
and mired in several lawsuits.*

8 Noggle.

8 Layla A. Jones, Michaela Winberg, et al., “What’s allowed during Philly’s ‘yellow’ phase? Here’s everything we
know,” WHYY, May 29, 2020. https://billypenn.com/2020/05/29/whats-allowed-during-phillys-yellow-phase-
heres-everything-we-know/

87 Kevin Shelly, “Gearing Up, Live! Casino Philadelphia Begins Rolling in Slots and Table Games,”
PAOnNlineCasino.com, October 22, 2020. https://www.paonlinecasino.com/10065/live-casino-philadelphia-instals-
slots-table-games/

88 Jeff Gillan, “Resorts World Las Vegas Update: On track for summer opening, says president,” KSNV, October 23,
2020. https://news3lv.com/news/local/resorts-world-las-vegas-update-on-track-for-summer-opening-says-

president

8 Brian Horwath, “New COVID19 Cases Confirmed at Resorts World Construction Site,” Las Vegas Sun, April 23,
2020. https://lasvegassun.com/news/2020/apr/23/new-covid-19-cases-confirmed-at-resorts-world-cons/

% Erik Gibbs, “Developer of The Drew in Vegas Defaults on $2-Billion Loan” CalvinAyre.com, June 3, 2020.
https://calvinayre.com/2020/06/03/casino/developer-of-the-drew-in-vegas-defaults-on-2-billion-loan/
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e UMUSIC Broadwater casino hotel: Construction of the proposed $1.2 project in Biloxi, MS, is
set to begin in 2021 and be completed in 2023.%*

e Rivers Casino Des Plaines: A proposed $150 expansion plan to add slots and tables to the
casino floor and a hotel development for this suburban Chicago property were put on hold
because of COVID-19. The expansion of the parking garage, which was 90 percent complete,
was also paused at the onset of COVID-19.%2 The company has yet to disclose whether it will
resume or modify this project.

8. Conclusions

Our review of the current pandemic’s implications, supported by our research and experience in
similar crises, leads to the following conclusions:

e The short-terms impacts on the gaming industry in New York will remain severe, even with
reopenings being phased in. The recent spate of crowded reopenings at casinos across the
country should not be taken as an indicator that pent-up demand will result in a rapid return
to pre-pandemic levels. The economic and health-related factors noted earlier in this report
will be present to some degree until both the pandemic and the accompanying recession are
in the past.

e In the long term, we expect that gaming operators in New York, like their counterparts in
other markets, will seek tax and other forms of relief from the State to assist in their
respective recoveries from financial pressures that began at the start of COVID-19 and, as
noted throughout this report, will continue into 2020. (Such requests for relief have not been
factored into Spectrum’s estimates.)

With respect to tax relief, legislation was recently approved by the state Senate in neighboring
New Jersey that affords Atlantic City casino operators various forms of temporary and permanent tax
relief. Including the elimination of a tax on promotional spending, such as match-play coupons for table
games, according to the state Office of Legislative Services.*

Operators can be expected to seek relief irrespective of whether the impacts fall under our most
severe or mild scenarios. As noted in great detail in our tax analysis, we recommend that the State develop
clear regulatory guidelines and checklists for weighing all such petitions for relief in a fair, impartial and
apolitical atmosphere.

91 Mary Perez, “New details released on $1.2B casino resort coming to Biloxi, including 2,500 jobs,” SunHerald,
October 15, 2020. https://www.sunherald.com/news/business/casino-gambling/article246472335.html

92 Christopher Placek, “Rivers Delays Des Plaines Casino Expansion Project Due to COVID-19,” Daily Herald, April
30, 2020. https://www.dailyherald.com/news/20200430/rivers-delays-des-plaines-casino-expansion-project-due-
to-covid-19

93 David Danzis, “Casino tax relief bill could stabilize industry at expense of Atlantic City, state programs,” The Press
of Atlantic City, June 13, 2020. https://www.pressofatlanticcity.com/news/casinos tourism/casino-tax-relief-bill-
could-stabilize-industry-at-expense-of-atlantic-city-state-programs/article f270db4b-8aee-5a41-899c-
4131417bc916.html
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E. Forecasts for Upstate Gaming Facilities

Having forecast the gross gaming revenue for gaming facilities Downstate and for Orange County
gaming markets, we now forecast GGR for the Upstate gaming facilities — both at status quo and under
the scenarios described above in Section D.2.

Spectrum constructed a series of large-scale drive-time gravity models calibrated to the visitation
and GGR patterns of gaming-age adults in the region.®® These models were then utilized to develop a
series of projection models that consider future population and income growth as projected by ESRI,*> as
well as the impacts of future competition. It should be noted that these projections do not consider any
expansions, significant additions or improvements to existing Upstate gaming properties, nor do they
consider changes that an individual operator could potentially make to marketing strategies. Figure 73
details Spectrum’s projection of GGR for each gaming property in the following scenarios:

e 2019 actual GGR
e 2023 Status Quo — without any new competition
e 2025 Status Quo — without any new competition

e 2025 with new competition from a casino in Manhattan, a VLT facility in Orange County, and
the two existing New York City metro VLT facilities adding table games (becoming full-scale
casinos) — effectively the Downstate Expansion Scenario 1 inclusive of Orange County VLT
facility

e 2025 Downstate Expansion Scenario 1, including Orange County VLT and a casino in East
Windsor, Connecticut

e 2025 Downstate Expansion Scenario 4 — casinos in Manhattan, Queens and Brooklyn, a VLT
facility in Orange County, and a new casino in East Windsor, Connecticut

On an aggregate basis, we expect GGR across Upstate New York to grow only organically, at a rate
of just less than 1 percent per year before the introduction of new competition. New competition from
Downstate gaming facilities is forecast to have varied impacts on existing gaming facilities, but overall
could impact Upstate GGR by approximately -5.9 percent. The greatest property-level impacts are
expected to accrue to Rivers Schenectady (-12.6 percent in Scenario 4), as competition from a VLT facility
in Orange County, a casino in Manhattan, and a casino in East Windsor all involve overlaps with Rivers’
regional market area (but not its primary market area of the Capital Region).

Tioga Downs could be expected to lose some market share to a VLT facility in Orange County and
to a lesser degree a casino in Manhattan, with the potential to see GGR declines of 9.2 percent. Note that
the potential impacts on Resorts World Catskills were already discussed in greater detail in the New York

% Spectrum’s gravity models were calibrated to existing revenue patterns at casinos both in New York and the
surrounding region, and in consideration of insights from many gaming property operators across New York.

9 ESRI is the global market leader in geographic information systems, with its ArcGIS product as the standard
platform for government agencies across the United States, most national governments worldwide, as well as the
private sector.
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City-area and Orange County VLT expansion sections of this Part 1 report, as there is considerably greater
overlap in its markets than for the other Upstate facilities.

Figure 73: Upstate gaming facility GGR projections (SM)

2023 Status 2025 Status 2025 P.roject.ed 2025 P.rojectf-:d 2025 P.rojectfed

Facility 2019 Quo Quo Scenario 1 with Scenario 1 with Scenario 4 with
Actual Projection Projection Orange County Orange COUI:Ity VLT | Orange Cour.'lty VLT

and East Windsor and East Windsor

Batavia $62.1 $63.1 $63.2 $61.8 $61.7 $60.4
Del Lago $158.0 $173.8 $174.2 $168.1 $167.7 $165.4
Finger Lakes $105.3 $107.0 $107.5 $104.7 $104.5 $103.7
Hamburg $71.8 $75.5 $76.8 $76.0 $75.9 $75.4
Rivers $168.9 $173.8 $175.0 $162.2 $160.1 $153.0
Saratoga $126.4 $131.3 $132.8 $125.0 $123.2 $121.7
Tioga $83.1 $84.8 $85.1 $78.9 $78.6 $§77.3
Vernon $29.3 $29.8 $29.8 $28.6 $28.5 $28.0
Akwesasne $100.5 $106.6 $108.8 $108.5 $108.2 $107.7
All Seneca $610.0 $610.0 $645.6 $631.5 $630.7 $616.7
All Oneida $383.4 $383.4 $393.3 $375.3 $374.0 $364.3
Cayuga $1.6 $1.6 $1.6 $1.6 $1.6 $1.5
Total* $1,900.4 $1,940.7 $1,993.7 $1,922.1 $1,914.8 $1,875.2

Source: Spectrum Gaming Group. *2019 actual total includes $6.1 million in GGR from Monticello VLT facility, which
permanently closed in April 2019.

It must be noted that the preceding gaming revenue projections differ from Spectrum’s analysis
of gaming revenue potential for the Upstate region. The analysis of gaming revenue potential, presented
in Part 2, addresses the question of market saturation and whether there is room for growth in the region.

As shown in Figure 74, the stability of overall GGR translates into stable revenues to the State.
There is some modest shifting of tax, but generally the overall revenue to the State remains fairly constant.
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Figure 74: Upstate gaming facility estimated gaming-tax projections (SM)

Facility

2019

2023 Status

Quo

2025 Status
Quo

2025 Projected
Scenario 1 with

2025 Projected
Scenario 1 with

2025 Projected
Scenario 4 with

Actual Projection el Orange County Orange Coun:Ity VLT Orange COUI:Ity VLT
VLT and East Windsor and East Windsor
Batavia $24.63 $24.61 $24.65 $24.10 $24.06 $23.56
Del Lago $46.56 $51.62 $51.74 $49.93 $49.81 $49.12
Finger Lakes $48.39 $39.06 $39.24 $38.22 $38.14 $37.85
Hamburg $20.83 $25.67 $26.11 $25.84 $25.81 $25.64
Rivers $53.33 $60.13 $60.55 $56.12 $55.39 $52.94
Saratoga $59.61 $47.92 $48.47 $45.63 $44.97 $44.42
Tioga $26.35 $27.98 $28.08 $26.04 $25.94 $25.51
Vernon $9.99 $5.99 $5.99 $5.75 $5.73 $5.63
Akwesasne $25.13 $26.65 $27.20 $27.13 $27.05 $26.93
All Seneca $152.65 $159.23 $161.40 $157.88 $157.68 $154.18
All Oneida $96.08 $98.15 $98.33 $93.83 $93.50 $91.08
Cayuga $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Total $563.54 $567.01 $571.75 $550.44 $548.07 $536.84
Sources: New York State Gaming Commission, Spectrum Gaming Group
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F. Social Impacts of Expanded Gaming

Spectrum professionals who have studied the economic and social impacts of gaming for more
than four decades have gleaned certain universal truths that must be considered when studying the social
costs and benefits of legal gaming:

e Host communities — and even host states — do not necessarily share proportionally in
garnering either the benefits or costs of gaming.

e The costs that might accrue to one individual, one business or one community are often
counter-balanced by benefits to other individuals, businesses or communities without either
side being aware of this cross-play.

e Any study of either the social or economic impacts of gaming must separate the impacts that
would be generated by the addition of any consumer-facing business from the impacts that
are specific to the nature of a gaming facility.

It is important to maintain realistic expectations. By way of example, gaming does not turn a
community that was previously unattractive as a place to live and raise families into an attractive locale.
Suburban or outlying communities that were attractive prior to gaming remain attractive, and they may
become even more attractive. This is true in markets ranging from Atlantic City, NJ, to Chester, PA, to
Gary, IN, and arguably in communities within New York. At the same time, while there are opportunities
to match new employment opportunities to areas with a concentration of unemployed or underemployed
adults, such opportunities must be identified and exploited months or years in advance. And when
underemployed individuals in poorer communities can climb economic rungs, they often move to more
desirable communities.

On a state level, the disparities between costs and benefits can be similarly stark. For example,
Connecticut offered legal gaming for approximately a decade before New York authorized VLT facilities,
and later commercial casinos.

During that decade, many New Yorkers gambled in Connecticut, which gained the revenues and
the employment. With respect to problem gambling, Connecticut was given resources to help address this
issue for its own adult population. New Yorkers with gambling problems, however, returned home to their
home state and communities, which were asked to address these issues but were not provided with
additional resources from GGR to help do so.

That issue still exists today, most notably in the highly populous New York City market. New
Yorkers who cross the Hudson River to bet on sports or internet gaming in New Jersey, or who drive to
Bethlehem, PA, Atlantic City, NJ, or other host communities confront the same mismatch. Resources to
address problem gambling or other issues remain with the state that hosts the gaming, while New York —
which exports its dollars — does not gain the additional resources.

With respect to issues such as bankruptcy and crime — both of which span both economic and
social concerns — the answers and the accompanying analyses are anything but black and white.

Spectrum studied the issues of bankruptcy in great detail in Atlantic City, and we looked at the
human stories behind the statistics. We found that, while a number of bankruptcies were tied to gambling
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debts incurred by owners or employees, many were simply tied to an increase in economic activity and
competition.

Businesses that ranged from pharmacies to restaurants to hardware stores went out of business
in the Atlantic City area following the opening of casinos in 1978. Quite often, the culprit was the
encroachment of new competitors — often better financed, with better products or with services that
were delivered in a more efficient fashion. Yet, because business closures followed the introduction of
gaming to the local economy, this correlation was often misidentified as causation.

Crime data can be similarly misunderstood. Increased visitation to host communities is often
accompanied by an increase in crime, but the data is often viewed as the ratio of crimes to permanent
residents. Similarly, certain crimes — such as past-posting bets or stealing tickets from slot machines — are
directly tied to the nature of gaming. For example, an examination of crime data in Schenectady — home
to Rivers Casino & Resort — can lead to conclusions that are incomplete or simply wrong. For example,
look at the 2017 crime data for the adjacent Schenectady and Saratoga counties:

Figure 75: 2017 Index of crimes per 100,000 population

‘ Index Violent Property

Saratoga County 1,219.2 119.3 1,099.9
Schenectady County | 2,961.0 430.1 2,530.9
New York State 1,817.2 354.7 1,462.5

Source: New York State Division of Criminal Justice Services

Crime rates, like other social phenomena and measures, bleed across county and municipal lines,
and can be linked to a dizzying mix of potential causes and catalysts. A simple review of such numbers
would not, in any sense, support conclusions that Rivers is a factor in increasing crime or is having no
effect in lowering crime. It is simply one piece of a large mosaic that must be examined in context in
virtually all such cases.

Notably, Rivers sits on a site once occupied by a General Electric manufacturing facility. GE’s
diminished presence in Schenectady has had a profound impact on the quality of life in that community,
as noted in this 2016 account in a British newspaper:

The loss of jobs at GE — which, at its height, employed about 30,000 workers in a vertically integrated
manufacturing facility with back office functions for the rest of the corporation — transformed Schenectady
(like the loss of so many other manufacturers would transform so many other manufacturing communities)
into a very different and not altogether better place for the people who had located their lives here. ...

The downsizings didn’t just affect people who worked at GE. There were businesses — like Sears Roebuck,
the uniform company Rudnicks and little lunch places — that stood just outside GE’s gates on Erie Boulevard
to cater to white- and blue-collar workers on their lunch breaks. ...

Little businesses closed, empty storefronts abounded, nothing seemed to be able to stay in business.%®

% Megan Carpentier, “When General Electric jobs left Schenectady so did a way of life,” The Guardian, November
6, 2016. https://www.theguardian.com/us-news/2016/nov/06/general-electric-factory-schenectady-new-york-
manufacturing-jobs
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Absent that historic context, observers could erroneously conclude that Rivers caused — or
contributed to — the social and economic problems in Schenectady, including the aforementioned crime
rates.

The late Brendan Byrne, who was governor of New Jersey in the 1970s and was the first governor
in the United States to adopt legal casinos as a tool of social policy, provided the most insightful comments
as to this phenomenon. Prior to casinos, Atlantic City was one of the poorest communities in the United
States. After gaming in Atlantic City commenced in 1978, Byrne was asked by reporters if crime had
increased in Atlantic City since casinos opened. Byrne responded: “A year ago, there was nothing worth

stealing in Atlantic City.”%’

In this section, we examine the scientific/academic literature on social impacts of gambling to
better understand the types of social impacts that may accompany the expansion of legal gambling in
New York. As casinos began to expand in the United States outside of Nevada and Atlantic City in the late
1980s and early 1990s, researchers’ interest in the potential negative impacts of legal gambling increased
dramatically.

This interest was fueled, to a degree, by policymakers’ demands for information on the potential
social costs of gambling. In the early 1990s, a number of states legalized casinos without a clear
understanding of the potential negative impacts of casino gambling. One of the earliest publications in
this area was a 1994 report by Robert Goodman called “Legalized Gambling as a Strategy for Economic
Development.”®® Although this resource attempted to cover the wide variety of gambling impacts, it did
so with little data or scientific evidence. The same can be said of much of the “social cost of gambling”
research that was published through the late 1990s.%° Since then, more data-driven analyses have been
published.

Importantly, these social effects may occur with either legal or illegal gambling, and most of the
research does not differentiate effects based on the type of gambling available. Therefore, Spectrum’s
review focuses on the social impacts of gambling, in general.

Looking at New York, Anthony Gellineau — the President of South Ozone Park Civic Association
West (“SOPCAW”), the direct host community of Resorts World New York City — provides a key vantage
on the impact of gaming developments. Gellineau has not observed an overwhelming negative impact to
the community; he views Resorts World’s impact as a net gain. SOPCAW has remained a huge supporter
of the facility from development to the present.!

9 Jim McQueeny, “Brendan T. Byrne: A Life You’d Buy If You Could,” NJ Spotlight, January 5, 2018.
https://www.njspotlight.com/2018/01/18-01-04-brendan-t-byrne-a-life-you-d-buy-if-you-could/

%8 Robert Goodman, Legalized Gambling as a Strategy for Economic Development. Northampton, MA: United
States Gambling Study, 1994.

% For a discussion of the problems with the research, see Douglas M. Walker and A. H. Barnett, “The Social Costs
of Gambling: An Economic Perspective,” Journal of Gambling Studies, Volume 15 (1999), pp. 181-212.

100 Anthony Gellineau, President of South Ozone Park Civic Association, in interview with Spectrum, April 7, 2020.
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Gellineau says “the biggest complaint is the casino no longer has a buffet; the buffet was the only
family activity the casino offered.” Gellineau’s grievance highlights the need for appropriate family-
orientated entertainment to capture maximum community participation. Per Gellineau, it is
acknowledged that a contributing factor for the closure of the buffet was the large number of
unsupervised children left at the buffet by adults while they gambled. When considering these outcomes,
any future gaming expansion should consider family dining options but more specifically a destination
choice for families with proper safeguards.

“Economically, Downstate gaming makes sense, but every opportunity has pros and cons,” said
Yvette Greene-Dennis, Vice President of Program Management for Crescent Consulting. Job readiness and
training are essential components for any gaming expansion. Post-development job gaps frustrate
impacted communities as the promises for quality jobs have fallen short. Permanent, full-time job
opportunities and upward mobility remain largely out of reach for many members of the impacted
communities. Experts suggest a training program for managerial and supervisory roles should be a
requisite for any future gaming developments. Gellineau, who commends Resorts World for its hiring
outreach, says, “many job readiness soft skills were underdeveloped; many prospective new hires failed
at their interview, lacking proper attire, and for the lucky ones that made it to job offers failed to maintain
basic work ethics such as showing up on time.” Denny says, “Resorts World did not do enough to support
small business/entrepreneurial skills.” Denny agrees that construction job opportunities were created,
and job readiness training offered, but she says there was a lack of support after construction was
completed. Denny said she believes more should have been done to educate workers about how to build
and grow their own construction and supply companies. Even now, she said, more could be done to
support funding for service industry curriculums at local schools and higher education institutions.

Spectrum also considered the likely impacts of an additional three commercial casino licenses, as
well as a new VLT facility in Orange County. Most of the academic research has examined regional or
state-level changes in social variables such as crime. However, the results from other jurisdictions are
often tied to the particular characteristics of those jurisdictions and may not be directly applicable to New
York; those particular characteristics must be considered.

With that in mind, we start with a general review of the academic evidence on the social impacts
of gambling, which can provide information on the likely impacts on New York of expanded gaming
availability.

1. Crime

The potential for increased crime is typically the most common concern with proposals to expand
(or introduce) legal gambling. This is because individuals with a gambling disorder often experience
financial problems, and they may be left with few options other than turning to illegal actions to finance
their gambling and resulting debts. This is also the social impact that has received the most attention from
researchers, thanks to the wide availability of government crime data.

There are three prevalent theories of crime related to gaming facilities: economic, hot spot, and
routine activities. The economic theory treats criminals as rational people making cost-benefit
calculations, such that crime is a rational decision in which the expected benefit outweighs the expected
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costs, including the probability of being caught.'®! If a region’s crime is concentrated in one specific area,
that area is called a hot spot.1°? Some have theorized that gaming facilities may act as hot spots for crime.
Finally, the routine activities theory suggests that crime occurs when there are suitable offenders, targets,
and a lack of enforcement in the same area.!® Casino crime may follow the routine activities theory
because there are many casino patrons who carry a lot of cash, which may attract potential offenders.

Similarly, the advent of ticket-in/ticket-out technology means that bar-coded tickets are a form
of currency that can easily be converted to cash. Spectrum’s experience has shown that teams of thieves
have targeted slot patrons in recent years, using ploys such as having one confederate plant and then
retrieve a low-value ticket from the floor, handing it to a patron, asking if it was dropped. During the
course of this diversion, another confederate prints a more valuable ticket from the accumulated credits
on the machine.

Such activities comport with a national trend that shows pickpocketing in general is a growing
crime, often deployed by experienced teams. A 2019 article in The Atlantic noted:

In Manhattan, where transit larcenies rose 15 percent last year, police blame much of the bump on traveling
pickpocket teams from Latin America. The profession used to be dominated by middle-aged men with light
fingers and long rap sheets, but these newer players, who describe themselves as “whiz mobs,” tend to be
made up of younger men, and depend more on collaboration than on manual dexterity. To this end, they
rely on classic ploys like the “sandwich,” wherein they surround a victim on an escalator, with a “stall”
positioned in front. When the stall abruptly stops, the pick bumps into the victim from behind, lifts his
wallet, and passes it to a partner.104
Prior to the 1990s, most of the studies to examine casino-related crime focused on Atlantic City,
which represented a new casino market outside of Nevada. Since the 1990s, more studies have been
published that examine other U.S. jurisdictions. In a 2010 book chapter, Spectrum researcher Douglas
Walker reviewed 16 papers that studied gaming facilities and crime between 1985 and 2009.'% Based on
his review of the literature, Walker concluded that there was no strong evidence of a link between gaming
facilities (or gaming expansion) and crime rates. This is because those studies that did find a link did not
include the number of tourists in the denominator of the crime rate. So, for example, if a city of 100
residents (r) has 10 reported crimes (c) per year, the crime rate (¢/r) would be 10/100, or 10 percent. This
is interpreted to mean that the average person has a 10 percent chance of being victimized by crime in a
given year.

101 Gary S. Becker, “Crime and Punishment: An Economic Approach,” Journal of Political Economy, Volume 76
(1968), pp. 169-217. https://link.springer.com/chapter/10.1007/978-1-349-62853-7 2

102 | awrence W. Sherman, Patrick R. Gartin, and Michael E. Buerger, “Hot Spots of Predatory Crime: Routine
Activities and the Criminology of Place,” Criminology, Volume 27 (1989), pp. 27-55.

103 | awrence E. Cohen and Marcus Felson, “Social Change and Crime Rate Trends: A Routine Activity Approach,”
American Sociological Review, Volume 44 (1979), pp. 588-608.

104 Renee Chin, “Watch Your Wallet,” The Atlantic, May 2019.
https://www.theatlantic.com/magazine/archive/2019/05/pickpocket-smartphones/585997/

105 pouglas M. Walker, “Casinos and Crime in the USA,” in Bruce L. Benson and P. R. Zimmerman, eds., Handbook
on the Economics of Crime. Northampton, MA: Edward Elgar, 2010, pp. 488-517.
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Now if a casino opens in the city, and there are 100 tourists on average per day, then the
population measure should include residents r, but also tourists t, since they may also be victims of crime.
The crime rate would be calculated as ¢/(r+t). If we assume the number of crimes increases by 10 after
the casino opens, then the crime rate would be calculated as 20/200, which is the same 10 percent as
before.

Those studies that conclude that gaming facilities lead to higher crime rates typically ignore the
tourists when calculating the crime rate. In the example above, they would calculate the crime rate as
20/100, or 20 percent. Clearly, this way of calculating the crime rate would overstate the actual risk of
being victimized.

Spectrum’s summary of crime studies is presented in Figure 76 below (over two pages), with
studies listed in chronological order by publication year. Among the studies summarized in that table, the
studies by Barthe and Stitt focus on the locations and timing of crimes committed in Reno, NV. Reno has
several large gaming facilities located within a few blocks of each other. Analysis by Barthe and Stitt found
that 22 percent of all Reno crimes were clustered around the gaming facilities. However, they note that
this does not mean that gaming facilities “caused” crime. In fact, they found that after adjusting for the
casino visitors, the crime rate is actually lower around the gaming facilities, compared to some other areas

of Reno.%

Figure 76: Studies on the relationship between casinos and crime

Year Casinos Casinos Increase  Population adjusted

Study Author(s) State/Region Data Years

Opened Crime Rate? for Tourists?
Albanesel0” Atlantic City 1978-82 1978 No Yes
Friedman et al.108 Atlantic City 1974-84 1978 Yes No
Hakim and Buck0? Atlantic City 1972-84 1978 Yes No
Curran and Scarpittil® | Atlantic City 1985-89 1978 No Yes
Giacopassi and Stitt111 Biloxi, MS 1991-93 1992 Yes No
Chang12 Biloxi, MS 1986-94 1992 No Yes

106 Emmanuel Barthe and B. Grant Stitt, “Casinos as ‘Hot Spots’ and the Generation of Crime,” Journal of Crime &
Justice, Volume 30 (2007), pp. 115-140.

107 Jay Albanese, “The Effect of Casino Gambling on Crime,” Federal Probation, Volume 48 (1985), pp. 39-44.

108 Joseph Friedman, Simon Hakim, and J. Weinblatt, “Casino Gambling as a ‘Growth Pole’ Strategy and its Effect on
Crime,” Journal of Regional Science, Volume 29 (1989), pp. 615-623.

109 Simon Hakim and Andrew J. Buck, “Do Casinos Enhance Crime?” Journal of Criminal Justice, Volume 17 (1989),
pp. 409-416.

110 paniel Curran and Frank Scarpitti, “Crime in Atlantic City: Do Casinos Make a Difference?” Deviant Behavior,
Volume 12 (1989), pp. 431-449.

111 David Giacopassi and B. Grant Stitt, “Assessing the Impact of Casino Gambling on Crime in Mississippi,”
American Journal of Criminal Justice, Volume 18 (1993), pp. 117-131.

112 Semoon Chang, “The Impact of Casinos on Crime: The Case of Biloxi, Mississippi,” Journal of Criminal Justice,
Volume 24 (1996), pp. 431-436.
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Year Casinos Casinos Increase  Population adjusted

Study Author(s) State/Region Data Years Crime Rate? for Tourists?
Stokowskil13 Colorado 1989-94 1991 No Yes
g]ff?ce;flLAcm””t'”g Atlantic City 1977-97 1978 No Yes
Gazel et al.115 Wisconsin 1981-94 Various Yes No
Wilson116 Indiana 1992-97 1995 No No
Evans and Topoleskil” | National (tribal only) 1985-89 Various Yes No
Stitt et al.118 Various 1980s-90s Various Mixed Yes

144 counties in 33
Betsinger!1? states 1977-2001 Various Mixed No
Grinols and Mustard!2 | National (counties) 1977-96 Various Yes No
Barthe and Stitt12! Reno, NV 2003 1937 No Yes
Reecel?? Indiana 1994-2004 1995 No Yes

Source: “Casinonomics: The Socioeconomic Impacts of the Casino Industry”

Since that literature review in 2010, several other studies have examined gaming facilities and
crime.!® A study of Michigan county-level crime from 1994 through 2010 found that most types of
property crime were not affected by gaming facilities. The exception was auto theft.!?*

113 patricia Stokowski, “Crime Patterns and Gaming Development in Rural Colorado,” Journal of Travel Research,
Volume 34 (1996), pp. 63-69.

114 General Accounting Office, “Impact of Gambling: Economic Effects More Measurable Thank Social Effects” April
27, 2000. http://www.gao.gov/products/GGD-00-78

115 Ricardo C. Gazel, Dan Rickman, and William N. Thompson, “Casino Gambling and Crime: A Panel Study of
Wisconsin Counties,” Managerial and Decision Economics, Volume 22 (2001), pp. 65-75.

116 Jerry M. Wilson, “Riverboat Gambling and Crime in Indiana: An Empirical Investigation,” Crime & Delinquency,
Volume 47 (2001), pp. 610-640.

117 william N. Evans and Julie H. Topoleski, “The Social and Economic Impact of Native American Casinos,” NBER
Working Paper Series. Cambridge, MA: National Bureau of Economic Research, 2002.

118 B_ Grant Stitt, Mark W. Nichols, and David Giacopassi, “Does the Presence of Casinos Increase Crime? An
Examination of Casino and Control Communities,” Crime & Delinquency, Volume 49 (2003), pp. 253-284.

119 sara Betsinger, “The Relationship Between Gambling and County-Level Crime.” College Park, MD: University of
Maryland, 2005.

120 Earl L. Grinols and David B. Mustard, “Casinos, Crime, and Community Costs,” Review of Economics and
Statistics, Volume 88 (2006), pp. 28-45.

121 Emmanuel Barthe and B. Grant Stitt, “Casinos as ‘Hot Spots’ and the Generation of Crime,” Journal of Crime &
Justice, Volume 30 (2007), pp. 115-140. “Impact of Casinos on Criminogenic Patterns,” Police Practice and
Research, Volume 10 (2009), pp. 255-269. “Temporal Distributions of Crime and Disorder in Casino and Non-Casino
Zones,” Journal of Gambling Studies, Volume 25 (2009), pp. 139-152.

122 william S. Reece, “Casinos, Hotels, and Crime,” Contemporary Economic Policy, Volume 28 (2010), pp. 145-161.

123 For a summary, see Douglas M. Walker and Russel S. Sobel, “Social and Economic Impacts of Gambling,” Current
Addiction Reports, Volume 3 (2016), pp. 293-298.

124 Gregory A. Falls and Philip B. Thompson, “Do Casinos Contribute to Violent Crime? A Panel Data Analysis of
Michigan Counties,” Journal of Gambling Business & Economics, Volume 8 (2014), pp. 34-54.
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A study of Philadelphia’s SugarHouse Casino, which opened in September 2010, came to similar
conclusions. While there was some evidence that vehicle crime was pushed further away from the casino,
there appeared to be no significant effect of the casino on street felonies, vehicle crime, drug-related
crime, or home burglaries in the areas surrounding the casino.'?® A recent county-level study of states
except Alaska, Hawaii and Nevada used data from 1992 to 2012 and found that per capita crime rates in
casino-hosting counties did not change, but that crime in neighboring counties did increase.!?®

This checkerboard of “yes” and “no” responses in the summary table represents a flashing
warning sign that no academic study of the relationship between gaming facilities and crime can be
accepted at face value, and must be reviewed in the larger context, as we have endeavored to do with
the Schenectady example. Indeed, that table shows that individuals with some presumed level of
expertise can review the same data in the same communities in the same time frame and reach
diametrically opposite conclusions. Crime is a function of multiple economic and social factors that must
consider labor trends, visitation rates and the clearly porous borders between municipalities, counties
and states.

2. Effects in New York

New York is a particularly complicated state when isolating the effect of casino/VLT gaming on
crime, as the state has a variety of gaming venues, including commercial and Indian casinos, VLT facilities,
racetracks, and off-track betting venues. Several of the VLT facilities operated previously with just racing.
Other gaming properties, such as Resorts World New York City, are located in extremely densely
populated areas, all of which means that some context may help in the interpretation of the studies
discussed in Figure 76.

In selecting which gaming facilities to analyze, we attempted to find the most isolated casino
properties. In other words, we wanted gaming facilities that were the only major gaming facility in a
county. We also wanted commercial casinos, rather than, for example, racetracks that added VLTs later.

Rivers Casino & Resort (Schenectady County) and del Lago Resort & Casino (Seneca County) are
both located in moderate-sized counties. Schenectady County had an estimated 2018 population of
155,000, and in Seneca County, the estimated population was 34,250. The casinos in those counties
opened in early 2017. These counties are good examples to consider because their casinos are isolated,
and there are no other venues nearby. However, there are only two years of post-casino-opening data
(2017 and 2018).

If we examine those counties’ crime rates for 2017 and 2018 (the latest year for which data are
available) and compare them to another county in New York without a casino, such as Tomkins County
(estimated 2018 population of 102,400), there is no stark difference in crime trends. As Figure 77

125 | allen T. Johnson and Jerry H. Ratcliffe, “A Partial Test of the Impact of a Casino on Neighborhood Crime,”
Security Journal, Volume 30 (2017), pp. 437-453.

126 Mark W. Nichols and Mehmet Tosun, “The Impact of Legal Casino Gambling on Crime,” Regional Science and
Urban Economics, Volume 66 (2017), pp. 1-15.
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illustrates, all three counties show a general downward trend in crime rate since around 2013. The casino
openings in Schenectady and Seneca counties are illustrated in the figure with a vertical black line. From
the graph, it appears that the casino openings did not cause a spike in crime in either 2017 or 2018.
Although the crime rate increased slightly in Schenectady County, it fell in Seneca. Tompkins County
showed a slight decrease.

It is important to note that the crime rates shown in Figure 77 are calculated without visitors in
the crime rate denominator. In the context of the academic studies discussed above, the population was
not adjusted for tourists. As a result, we might have expected a large spike in crime in the casino counties,
particularly since their populations are relatively small, but that did not happen. The fact that we do not
see any increase in crime rates — even though we have only two years of post-casino data — raises doubt
that the casinos have exacerbated crime.

Clearly, we cannot offer any strong conclusions about casinos and crime based on only two years
of post-casino-opening observations. However, we note that there was not an apparent increase of crime
after casinos opened in these two isolated and modestly populated counties.

Figure 77: Comparison of crime rates, Schenectady, Seneca and Tomkins counties

4,500
4,000
3,500
3,000 e
2,500
2,000
1,500

1,000

Crimes per 100,000 residents

500

0
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

e Schenectady Seneca Tomkins

Source: Data.NY.gov, Index, Violent, Property, and Firearm Rates by County

Indeed, it is difficult to prove a negative; as, in this instance, it cannot be proven that casinos have
nothing to do with crime. At the same time, the literature does not provide any firm conclusions on
whether the expansion of casinos in New York would necessarily exacerbate crime. The effect likely
depends on local circumstances, including police resources, as well as the security provided at the casinos.
Overall, the academic literature simply does not indicate a clear link between casinos and higher crime
rates in host communities.

More recently, a crime report on the MGM Springfield casino in Massachusetts was released. The
report indicates that most of the crimes associated with the casino occur at the casino, and that in the
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areas surrounding the casino, crime rates are relatively low.?’ This evidence supports the hot spot theory
of casinos, but it also makes clear that casino security can be critical in alleviating casino-related crime.

That notion is supported by the Federal Bureau of Investigation, which notes the following in an
article on its website:

With the large numbers of customers, huge sums of money on gaming floors and in cashier’s cages, and
extensive physical property and assets, as well as the positive image the gaming industry wants to convey,
there is major emphasis and expense dedicated to protecting those people and material goods and reducing
casino liability. At the forefront of these efforts stand “the other police” — casino security and surveillance
officers.1?®

3. Driving Under the Influence of Alcohol

a. Fatalities

Another common concern about the legalization or expansion of gaming facilities is driving under
the influence of alcohol (“DUI”). Because many gaming facilities provide inexpensive or free alcohol to
casino patrons, there is a concern that expanded casino gambling might lead to an increase in DUl and
related fatalities. One academic study has examined this issue.??® The study used U.S. county-level traffic
accident data from 1990 through 2000, for fatal accidents in which alcohol was reported as relevant. Such
fatalities are called “alcohol-related fatal accidents” (“ARFAs”). During the study period, gaming facilities
opened in 131 U.S. counties.

The study examined ARFA rates in counties with gaming facilities and compared the rates to those
in counties that did not have a casino, after controlling for other factors — including county population,
zero-tolerance laws and alcohol taxes — through regression analysis. The results were that, in lower-
population and more rural counties, gaming facilities are likely to be associated with an increase in
drunken-driving fatalities. The explanation for this is that more isolated gaming facilities are likely to be
associated with more miles driven by drunk drivers —to and from gaming facilities. As a result, the authors
found a statistically significant increase in ARFAs in rural counties.

Conversely, the authors found a negative impact of gaming facilities on drunken-driving fatalities
in more populous and urban casino-hosting counties. This might be the case, for example, if casino patrons
drink less than they might have had they visited bars or nightclubs instead. Another factor may be that in
larger cities, casino patrons have transportation options, including subway, bus, and ride-sharing services,

127 Christopher W. Bruce, “Assessing the Influence of Gambling on Public Safety in Massachusetts Cities and Towns:
Analysis of Changes in Police Data Following Eight Months of Activity at MGM Springfield.” Boston, MA:
Massachusetts Gaming Commission, 2019. https://massgaming.com/wp-content/uploads/Public-Safety-Impact-
Report-Springfield-and-the-Surrounding-Communities-%E2%80%93-2.27.20.pdf

128 Kenneth J. Peak, “Policing in the Casino Environment,” FBI Law Enforcement Bulletin, May 5, 2015.
https://leb.fbi.gov/articles/featured-articles/policing-in-the-casino-gaming-environment-methods-risks-and-

challenges

129 Chad D. Cotti and Douglas M. Walker, “The Impact of Casinos on Fatal Alcohol-Related Traffic Accidents in the
United States,” Journal of Health Economics, Volume 29 (2010), pp. 788-796.
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which are less likely to exist in rural communities. These factors ultimately lead to lower ARFA rates in
urban casino-hosting counties compared to those that do not host gaming facilities.

It should be emphasized that the study analyzed alcohol-related fatal accidents, not simply DUI
arrests. One problem with analyzing DUI arrests is that those are a function of enforcement, so that there
will be more DUIs in areas that are more heavily policed, and vice versa, assuming all other conditions
remain the same.

For New York casino expansion, an increase in drunken-driving fatalities would only be expected
if new gaming facilities are located in rural environments, such that many patrons would be driving
relatively long distances to patronize the casino. To the extent that new gaming facilities are in more urban
locations, the evidence suggests ARFA rates might even decrease overall.

In Figure 78, we show the estimated casino impacts on county-level ARFA rates for selected
casino-hosting counties. These calculations are based on Cotti and Walker’s basic result, which varies with
county population.

Figure 78: Estimated effects on county-level alcohol-related fatal accidents, selected casino counties

) Gaming Facilities’ Estimated
Estimated

County Gaming Facilities? Effect on Alcohol-Related

2019 Population?

Fatal Accidents (ARFAs)3

Seneca Allegany Casino & Hotel;
Cattaraugus 76,117 | Seneca Gaming and Entertainment, +8.4%

Salamanca

70,941 i i i .

Madison Point Plac'e Casino, Br{dgeport, +8.8%

Yellow Brick Road Casino, Chittenango
Niagara 209,281 | Seneca Niagara Falls, Niagara County +2.5%
Queens 2,253,858 | Resorts World Casino, Jamaica -11.3%
Schenectady 155,299 | Rivers Casino & Resort, Schenectady +4.2%
Seneca 34,016 | Del Lago Resort & Casino, Waterloo +13.0%
Sullivan 75,432 | Resorts World Catskills, Monticello +8.4%
Tioga 48,203 | Tioga Downs Casino Resort, Nichols +11.0%
Westchester 967,506 | Empire City Casino, Yonkers -6.4%

1County population estimate from https://data.ny.gov/Government-Finance/Annual-Population-Estimates-for-New-York-State-
and/krt9-ym2k/data. 2 Casino locations from www.casinocity.com. 3 ARFA effects calculated by Walker, using estimated effects
from Cotti and Walker (2010, Table 2, p. 793).

The last column of Figure 78 indicates the estimated effect gaming facilities have on county-level
ARFAs. For example, the gaming facilities in Cattaraugus County are estimated to increase ARFAs by 8.4
percent. This is because it is a relatively small county, and the gaming facilities are estimated to lead to an
increase in miles driven by drunk drivers. In contrast, the Resorts World Casino New York City is estimated
to reduce ARFAs in that county by about 11.3 percent. This is because casino patrons there are more likely
to use public transportation, taxis/ride sharing than patrons of more rural gaming facilities, and they are
likely to drink less at the casino than they might at other nightlife venues.

b. Tickets and Crashes

After examining the ARFA rates, we next look at the incidence of impaired driving by examining
the number of alcohol impairment tickets and alcohol-related crashes before and after the three new
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Upstate commercial casinos opened,’*® and we did so in the host county and any adjacent counties. The
three relevant casinos are:

e Del Lago (opened 2017)
e Resort World Catskills (opened 2018)
e Rivers (opened 2017)

We were able to set a historical baseline dating back to 2015, before the casino openings, as well
as any applicable years after their openings using the New York Traffic Safety Statistical Repository.!3!
Overall, the data show no correlation between the opening of the casinos and changes in both alcohol
impairment tickets and alcohol-related crashes in the host and adjacent counties.

In order to have fair comparisons across counties of different sizes as well as the size of the overall
state, we have normalized the data presented in Figure 79 and Figure 81. Essentially, each casino-area
value is scaled such that it can be compared to other properties and the state average on the same order
of magnitude (e.g., del Lago and RWC can be compared equally despite RWC having double the infractions
of del Lago.) The normalization is the ratio of that value divided by the averages of values for that property
over time (i.e., the del Lago 1.168 value in 2014 is the number of infractions for 2014 divided by the
average of all the del Lago infractions from 2014 to 2019).

First, we analyze the trend in alcohol impairment tickets.

Figure 79: Alcohol impairment tickets (normalized) in host, adjacent counties by casino, 2015 to 2019
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Source: New York Traffic Safety Statistical Repository, Spectrum Gaming Group

Figure 80 shows the actual number of tickets by casino area.

130 The fourth commercial casino, Tioga Downs, was excluded from our analysis because it had been a VLT facility
since 2006.

131 Via the Institute for Traffic Safety Management and Research. https://www.itsmr.org/sas-guest-portal/
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Figure 80: Alcohol impairment tickets (actual) in host, adjacent counties by casino, 2015 to 2019

Casino County ‘ 2015 ‘ 2016 ‘ 2017 2018 2019p ‘
Cayuga* 415 393 435 361 304
Del Lago Ontario* 709 604 643 563 658
Seneca 287 302 270 256 199
Resorts World | Orange* 2,538 | 2,350 | 2,587 | 2,720 2,652
Catskills Sullivan 562 522 651 508 535
Albany* 2,566 | 2,386 | 2,326 | 1,919 1,383

Rivers

Schenectady 589 583 543 595 613

Source: New York Traffic Safety Statistical Repository, Spectrum Gaming Group. * Denotes adjacent county.

The data show that alcohol impairment ticketing has been, and continues be, on a flat to
downward trend in the areas where casinos were built. Figure 79 shows both del Lago and Rivers casino
areas have been on a downward trend since 2015. The opening of these casinos in February 2017 has not
affected the trend, which is highly correlated to statewide alcohol-related infraction figures. In slight
contrast, during this period the number of tickets in the Resorts World Catskills area remained essentially
flat.

Next, we analyze the number of alcohol-related crashes in the host and adjacent counties. Figure
81 shows the trend normalized.

Figure 81: Alcohol-related crashes (normalized) in host, adjacent counties by casino, 2015 to 2019
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Figure 82 shows the actual number alcohol-related crashes by casino area.

Figure 82: Alcohol-related crashes (actual) in host, adjacent counties by casino, 2015 to 2019

Casino 2016 2017 2018 2019p
Cayuga* 65 74 66 62 70
Del Lago Ontario* 66 66 65 77 92
Seneca 29 26 27 32 37
Resorts World Orange* 245 251 213 239 248
Catskills Sullivan 46 54 72 66 74
Albany* 231 238 198 210 168

Rivers
Schenectady 85 78 94 130 100
* denotes an adjacent county

Source: New York Traffic Safety Statistical Repository, Spectrum Gaming Group. * Denotes adjacent county.

In contrast to the declining trend of alcohol impairment citations, alcohol-related crash data has
had a noticeable upward trend break beginning in 2018. However, in analyzing this spike we found that
alcohol-related crashes had increased by 17.5 percent across the entirety of New York State. Looking
deeper, the number of all types of crashes statewide spiked in 2018 by 40 percent.

In conclusion, we found there is not enough data available to reasonably conclude that openings
of the Upstate casinos impacted alcohol-related driving incidents.

4. Bankruptcy

A gambling disorder will commonly manifest itself in financial problems. As a result, we might
expect gaming facilities to be associated with an increase in personal bankruptcy rates. In fact, one recent
study indicated that about 20 percent of callers to a credit counseling agency reported that they gambled;
these individuals had higher rates of financial problems compared to the general U.S. population.!®? Next
to crime, bankruptcy is probably the social impact that has received the most attention from researchers.
Even so, there is limited evidence.

A study published in 2008 found there were higher bankruptcy filings in states where a higher
proportion of residents traveled out-of-state to gaming facilities.’*® The implication is that gaming facilities
might “export” bankruptcy. A 2007 study found no link between gaming facilities and bankruptcy, but
noted that bankruptcies did increase in counties within 25 miles of pari-mutuel racing facilities.’®* One of
the most recent studies we found examined the relationship between bankruptcy and casino/lottery

132 paul Sacco, Jodi Jacobson Frey, Christine Callahan, Martin Hochheimer, Rachel Imboden, and Devon Hyde,
“Feasibility of Brief Screening for at-Risk Gambling in Consumer Credit Counseling,” Journal of Gambling Studies,
Volume 35 (2019), pp. 1423-1439.

133 Thomas A. Garrett and Mark W. Nichols, “Do Casinos Export Bankruptcy?” The Journal of Socio-Economics,
Volume 37 (2008), pp. 1481-1494.

134 Barry Boardman and John J. Perry, “Access to Gambling and Declaring Personal Bankruptcy,” Journal of Socio-
Economics, Volume 36 (2007), pp. 789-801.
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introductions.®> Published in 2014, the study found that stat