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Highlights

Legalization of sports wagering

The bill legalizes sports wagering at brick-and-mortar locations in Ohio and via internet
and mobile devices beginning April 1, 2022. The bill imposes a 10% tax on the sports
gaming receipts (SGR) of sports gaming proprietors (SGPs). SGR is defined as sports
wagering receipts minus paid winnings and voided wagers, and starting in 2027, minus
promotional credits as allowed under the bill. Sports betting is placed under the
regulatory oversight of the Casino Control Commission (CAC).

Legalizing and taxing sports gaming will raise several tens of millions of dollars per year,
once the program is fully operational and sports wagering markets mature.

The bill creates the Sports Gaming Revenue Fund (SGRF), Sports Gaming Tax
Administration Fund (SGTAF), Sports Gaming Profits Education Fund (SGPEF), and
Problem Sports Gaming Fund (PSGF) in the state treasury. After transfers to the SGTAF to
defray Department of Taxation (TAX) costs, 98% of tax revenues are transferred quarterly
to SGPEF. The remaining 2% is transferred to the PSGF.

The bill requires SGPs to hold type A, type B, or type C sports gaming proprietors’ licenses,
and also creates the mobile management service provider license and the management
service provider license. Under the bill, license fees are set between $25,000 for a type C
SGP license and $2 million for type A SGP licenses and management service provider
licenses; each of those license types is valid for three years. Sports gaming equipment
suppliers and workers with sports gaming-related duties are also required to obtain
licenses from CAC.
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GRF revenue from the commercial activity tax (CAT) will increase between $500,000 and
$1 million annually once gaming via SGPs is fully operational.

The bill may increase operating costs within CAC by about $1 million per year, primarily
to increase its number of licensing, regulatory, legal, and problem gambling staff as
needed to enforce the bill’s provisions.

The bill creates a nine-member Select Committee on Sports Gaming and Problem
Gambling, to investigate problem gambling and problem gambling funding. In addition,
the bill creates a nine-member Select Committee on ilLotttery, to study internet and
mobile-based lottery games. The committees are required to issue reports to the General
Assembly by January 1, 2022, after which they cease to exist.

The bill specifies certain government debt recovery mechanism from gambling winnings.
The bill’s provisions regarding withholding amounts from sports gaming, casino, and
lottery winnings will increase the amount of debt collected for the state and political
subdivisions. Any additional revenue from these provisions is uncertain.

Charitable gaming

The bill legalizes electronic instant bingo operated by charitable organizations, and limits
each licensed charitable bingo location to a maximum of seven electronic instant bingo
machines. The work, costs, and revenue generated for the Attorney General’s bingo
regulation operations will increase as a result of the changes in regulating instant bingo,
electronic instant bingo, as well as the Gambling Law. It is likely that the Ohio Attorney
General (AGO) annual revenue gain will pay for the increase in annual operating expenses.

Compensation for name, image, or likeness

State institutions of higher education may incur additional administrative costs for
oversight of student-athletes who receive compensation from their name, image, or
likeness (NIL), as well as any policies or standards the institution establishes for
compliance purposes.

County issued veterans identification cards

County recorders may experience a negligible annual increase in costs to record
additional discharge records of individuals who qualify under the expanded definition of
“uniformed services.”

The bill could create additional minimal annual costs to a county if the board of county
commissioners currently participates in the veterans’ identification card program or opts
to in the future. Presumably, the costs would be offset to some degree by the fee (if
charged) paid by the applicants.

Detailed Analysis

The bill makes a number of changes to Ohio’s gambling laws, legalizing sports wagering

through a variety of channels and raising tax and fee revenue accruing to the state; in addition,
the bill proposes to enact a new section of the Ohio Revised Code related to compensation
practices for collegiate athletes who wish to receive compensation for their name, image, and
likeness. The bill also modifies the charitable gaming law, broadens the authority of county
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recorders to make records of former members of the armed forces and other federally-
commissioned service members, and creates legislative committees to study and make
recommendations on the state of gambling revenue and problem gambling in Ohio.

The following sections discuss the H.B. 29 provisions which have notable fiscal impacts,
beginning with the legalization of sports betting, followed by other provisions in order from those
with the greatest fiscal impact to those with the least fiscal impact. A more in-depth discussion
of every provision in H.B. 29 can be found in the LSC bill analysis.

Sports gaming legalized through licensed proprietors

The bill legalizes sports wagering through licensed retail and mobile sports gaming
proprietors (SGPs) and places regulatory oversight of sports gaming activities under the Ohio
Casino Control Commission (CAC). The bill requires CAC to license SGPs to offer sports gaming
under type A licenses through online sports books, under type B licenses at sports gaming
facilities, or under type C licenses through self-service sports gaming terminals on the premises
of type C sports gaming hosts.! The bill requires CAC to begin accepting license applications on
January 1, 2022, and start issuing sports betting licenses no earlier than April 1, 2022. The bill
requires CAC and Development Services Agency to determine the economic impact ahead of
issuing type B licenses.

Table 1 provides certain information on H.B. 29 provisions on licensing and general
market participation of sports gaming proprietors. The bill specifies that CAC cannot issue more
than 25 type A licenses, 40 type B licenses, or 20 type C licenses. The bill also creates the mobile
management service provider license and the management service provider license, which must
be obtained by companies wishing to provide sports gaming products through contracts with
type A and type B licensed proprietors, respectively. License fees for type A SGPs and all
management service providers (excluding professional sports organizations) are set at $2 million
and must be renewed every three years; the first payment would be $S1 million, with an additional
$500,000 fee after the first and second year of the license period. For professional sports
organizations with a type A license, the first payment would be $500,000, with subsequent
payments of $250,000 in the following two years. Initial license fees for type B and type C SGPs
are to be $100,000, while renewal fees for those licenses are to be $25,000; each are also valid
for three years. Lastly, businesses which hold certain types of class D liquor permits, that wish to
contract with type C sports gaming providers to place sports gaming terminals in their
establishments, must obtain a type C sports gaming host license. In issuing licenses, the bill
specifies that that CAC should give preference to professional sports organizations, casino
operators or video lottery sales agents, based on criteria enumerated in the bill.

L A “sports gaming facility” is any brick-and-mortar location for which a business holds a type B sports
gaming license issued by CAC; a “type C sports gaming host” is a holder of a class D-1, D-2, or D-5 liquor
permit who meets other CAC criteria for the license.
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Table 1. Sports Gaming Proprietor License Fees and Characteristics

Type A Sports Gaming Type B Sports Gaming Type C Sports Gaming
Proprietor Proprietor Proprietor/Host
Maximum # of 25 40 20 (no limit on host
licenses licenses)
License fee Initial: $2 million Initial: $100,000 Initial Proprietor: $100,000

(51 million for professional
sports organizations), paid
over three years Renewal: $25,000 for

proprietor; $2,000 for host

Renewal: $25,000 Host: $2,000

Renewal: $2 million (S1
million for professional
sports organizations)

Type of bets allowed All* All* Spread, money line,
over/under
Application limitations | Must operate at least one No licensees may open a At least three type C
place of business in the facility in a county with licenses must be issued
state under a type B under 100,000 residents; statewide
license, or maintain a varying number of licenses
facility hosting data depending on county
servers for its online sports | population; no more than
books five licenses per county

*Sports gaming offered by type A and type B licensees includes the following: exchange wagering, parlays, over/under, moneyline, in-game
wagering, single game bets, teaser bets, in-play bets, proposition bets, pools, pari-mutual sports wagering pools, and straight bets.

The bill imposes a 10% tax on sports gaming receipts (SGR), defined as the total amount
of wagers taken in by SGPs minus winnings and voided wagers. Beginning in CY 2027, the bill also
excludes a percentage of promotional gaming credits from SGR. The bill allows a partial tax
exemption on promotional credits, reducing SGR by 10% of the dollar value of credits from 2027
through 2031, and reducing SGR by 20% of the value of credits thereafter.

The bill creates the Sports Gaming Revenue Fund (SGRF), the Problem Sports Gaming
Fund (PSGF), and the Sports Gaming Profits Education Fund (SGPEF). All revenue from the SGR
tax, all license fees regarding the sports gaming industry, and any fines imposed by CAC are
deposited in the SGRF. After reimbursing the Department of Taxation (TAX) for expenses incurred
in administering the tax, 98% of the remaining funds are deposited in the SGPEF, while 2% are
deposited in the PSGF. Moneys in the SGPEF are to be used to support public and nonpublic
education as determined in appropriations by the General Assembly, with 50% of the money to
be used to fund interscholastic athletics and other extracurricular activities. Moneys in the PSGF
are to fund programs to alleviate problem sports gaming. (Those programs are unspecified in the
bill).

In addition to the excise tax on SGR, SGPs are also subject to Ohio's primary business tax,
the commerecial activity tax (CAT). The tax is levied on a business's gross receipts, which generally
includes all amounts received by the business. However, a SGP is only required to pay the CAT on
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its sports gaming receipts (amounts wagered less winnings paid), not on the gross amount it
receives from sports gaming.

Fiscal impact

LBO anticipates that revenue during FY 2022 would be mostly derived from license fees,
depending on CAC actions, though the tax on wagering may yield some receipts. FY 2022 license
fee revenue is likely to be several millions of dollars, possibly exceeding $10 million.

Wagering occurring on mobile equipment and at physical locations will provide
several millions of dollars in revenue, to be initially deposited in the SGRF. LBO estimates the
sports gaming market to be approximately $3.35 billion, after several years of operation. The
amount of time the market takes to reach peak revenue will depend on the number of SGPs
receiving licenses and the implementation of various aspects of the sports betting industry.

At the outset of legal sports wagering in Ohio, LBO assumes a market of about $2.8 billion
in FY 2023 and $3.1 billion in FY 2024. The corresponding SGR tax base might be about
$186 million and $243 million, respectively. At the tax rate of 10%, such tax bases would yield
about $19 million and $24 million, in those respective years to the SGRF. Of this total, 98% or
$18.6 million and $23.5 million, respectively, would be deposited in the SGPEF. The PSGF would
receive roughly $300,000 to $500,000 per year of the sports gaming tax revenues. Transfers to
the SGTAF would be under $100,000 per year. Please note that LBO does not rule out that actual
revenue to the SGRF in those years could exceed projected revenue, if the market expands
rapidly.

LBO’s estimates are based on other states’ revenue experiences and various market
research reports on the industry. The initial estimates were adjusted for state-level differences
in gambling-age population, tax rates, gambling propensity, and Ohio-specific regulatory factors.
In calculating tax revenues, LBO has assumed SGPs will take in a profit margin of 7.5%. Please
note there are a number of factors at play that could affect the rate of growth in the industry in
Ohio, and because the bill’s regulatory and market structure does not allow a simple comparison
with other states, the potential exists that the above estimates are off by several million dollars.
(For more information on sports gaming tax revenue in other states, please refer to the
“Appendix” on the last page of this fiscal note.)

S.B. 176 is expected to increase CAT revenue by an undetermined amount, likely between
$500,000 and S$1 million per year based on the market revenue figures above, when the sports
gaming market fully matures. Most CAT revenue is deposited in the GRF.?

CAC costs

Implementation, licensing, and regulatory oversight of sports gaming will increase CAC
operating costs. Currently, the Commission is funded through gaming fees and fines, as well as

2 Of all CAT revenue, 13% is remitted to the School District Tangible Personal Property Replacement Fund,
and 2% is remitted to the Local Government Tangible Property Tax Replacement Fund.
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its share of the gross casino revenue tax.3 CAC estimates implementation of the bill would require
about ten additional staff costing between $800,000 and $900,000 in FY 2022, and about
$1 million in FY 2023.# Two positions would be added to the licensing and investigative staff, and
six additional regulatory compliance personnel are likely to be needed, according to CAC; one
addition to the legal team and a problem gambling counselor would also be hired. In addition,
the Commission estimates spending of approximately $30,000 to upgrade equipment; other
interagency costs, such as updates to the elicensing system conducted by the Department of
Administrative Services, are also going to be needed to maintain the same level of licensure
services.

LOT costs

The bill requires the State Lottery Commission (LOT), in consultation with CAC to work
with type C SGP and hosts to implement and promote their sports gaming, and allows LOT to
adopt rules for that purpose. As of this writing, LBO does not have an estimate of potential costs
to the agency to implement this provision of the bill.

Changes to the Charitable Gaming Law

The bill makes a number of changes to Ohio’s Charitable Gaming Law. Most notably, the
bill establishes electronic instant bingo as a separate type of bingo, along with traditional bingo,
raffles, and instant bingo, but largely regulates the operation of electronic instant bingo in the
same manner as instant bingo.> The bill allows eligible veterans’ and fraternal organizations that
currently offer instant bingo to offer the game using an electronic instant bingo device. However,
the bill prevents fraternal organizations established after July 1, 2021, from receiving electronic
bingo licenses.

The bill applies a limit of seven electronic instant bingo systems in use at the location of
each charitable organization. The bill also imposes several requirements regarding the conduct
of instant bingo including those that a charitable organization complies with to conduct
electronic instant bingo, and further specifies what actions qualify an individual as a bingo
operator. The Ohio Attorney General (AGO) is required to adopt rules to govern certain aspects
of electronic instant bingo. As a result, AGO will experience a minimal one-time increase in
administrative costs to promulgate rules.

The Attorney General’s Charitable Law Section is responsible for licensing: (1) charitable
organizations who apply for various bingo-related licenses, and (2) manufacturers and
distributors of bingo supplies. In addition to its licensing function, the Section works, in
cooperation with local law enforcement agencies when necessary and appropriate, to
investigate, examine accounts and records, conduct inspections, and take any other necessary

3 Some capital expenditures for CAC’s Enforcement Division comes from fines and sales of seized property
retained through its operations, though in FY 2020 these expenditures accounted for under 0.8% of total
expenses.

4 These expenditure estimates were received by LBO in May 2021, and are based on the As Introduced
version of the bill of S.B. 176.

> H.B. 29 specifies that AGO not begin accepting electronic bingo license applications prior to January 1,
2022, and that the operation of electronic instant bingo not commence prior to April 1, 2022.
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and reasonable actions to administer and enforce the Gambling Law. The Section’s operating
expenses are financed with moneys appropriated from the Charitable Gambling Law. The
Section’s operating expenses are financed with moneys appropriated from the Charitable Law
Fund (Fund 4180), to which any additional licensing revenue will be credited.

The work, and related operating expenses, of the Charitable Law Section will increase to
review applications, conduct enforcement operations, and comply with the bill's other
requirements. It is likely that the existing cash flow in Fund 4180 can more or less support the
Section’s increased annual operating costs.

Committee to study sports gaming and problem gambling

The bill creates the Select Committee on Sports Gaming and Problem Gambling for the
purposes of studying sports gaming and developing methods of combating compulsive and
problem gambling. The committee is to determine whether the LOT and AGO should develop
problem gambling plans to mitigate compulsive gambling and educate gambling patrons and
charitable bingo participants. In addition, the committee will determine whether an appropriate
amount of money is currently being allocated to the Problem Sports Gaming Fund. The
committee is to be composed of the following nine members who serve without compensation:
three members of the Senate, three members of the House of Representatives, and three
members of the public. Two of the Senate members are appointed by the Senate President and
the other by the Senate Minority Leader. Similarly, two of the House members are appointed by
the Speaker of the House and the other by the House Minority Leader. Of members of the public,
one is appointed by the President of the Senate, one is appointed by the Speaker of the House,
and one is appointed by the Governor. Under the bill, the committee must submit a report on its
findings no later than January 1, 2022, after which it ceases to exist. The bill contains no
appropriation for this committee.

Committee to study internet and mobile-based lottery games

The bill creates the Select Committee on iLottery for the purposes of studying the effects
of online lottery ticket sales on retail lottery ticket sales. The committee is to be composed in the
same procedure as the Select Committee on Sports Gaming and Problem Gambling, with
committee members appointed in the same proportion and manner. Under the bill, the
committee must submit a report on its findings no later than January 1, 2022, after which it
ceases to exist. The bill contains no appropriation for this committee.

Recovery of government debts from gambling winnings

Both AGO and the Department of Job and Family Services (JFS) have developed and
implemented real time data match programs for the withholding of certain winnings. The JFS
data match programs are used to identify lottery and casino winners who are past due on child
or spousal support, whereas the AGO data match program only applies to lottery winners and is
used to identify those who owe debts to the state or a political subdivision.

The bill requires a sports gaming proprietor to use the same data match program that
casinos currently use to determine whether a patron owes past due child or spousal support and
increases the number of days in which the amounts withheld must be transmitted to JFS from
seven to 14 days. The bill also requires the AGO to implement a real time data match system for
sports proprietors and casino operators to identify patrons who owe debts to the state or a
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political subdivision, similar to the system currently used for the Ohio Lottery. Like lottery
withholdings, past due child or spousal support must be satisfied before any government debts
are paid from the sports gaming or casino winnings.

As a result of these changes, the state will likely have additional avenues to recover
certain debts. However, any additional revenue recouped would depend on a number of factors,
including the size of the debt an individual has outstanding, whether the winnings are subject to
be checked against the database, and the amount of winnings available to satisfy the debt after
certain other withholdings are accounted for. LBO assumes minimal costs to AGO for this
provision of the bill.

Compensation for name, image, or likeness

The bill permits intercollegiate athletes enrolled at an institution of higher education in
Ohio to earn compensation for use of their name, image, or likeness (NIL). It also prohibits the
institutions, athletic associations, conferences, or any other groups or organizations with
authority over intercollegiate athletics from taking certain actions regarding an intercollegiate
athlete who earns compensation from the athlete's NIL. Institutions must designate an official to
review a student-athlete NIL contract proposal and may establish reasonable policies or
standards to address a student-athlete's failure to disclose to the official a proposed contract or
any other failure to comply with the bill's requirements.

State institutions of higher education may incur increased administrative costs for
oversight of student-athletes who receive compensation from the NIL, as well as any policies or
standards the institution establishes for compliance purposes. Any costs may depend on at least
a couple of factors, most notably the number of student-athletes enrolled at a particular
institution who enter into a contract for compensation from their NIL and how robust an
institution's resources are with respect to overseeing student-athlete compliance with collegiate
athletics rules and regulations. For example, an institution like the Ohio State University may
have sufficient staff in place to oversee any additional requirements in the bill, whereas a smaller
institution with a small athletic department may need to expand its presence to comply with the
bill’s requirements.

Other NIL legislation and policy implementation

Several other states across the country have proposed and enacted NIL legislation similar
to S.B. 187. According to the National Conference of State Legislatures (NCSL), California passed
the first bill in the country permitting interscholastic athletes to receive compensation for their
NIL in late 2019.8 Since then, through June 23, 2021, 39 other states have introduced similar bills,
with 18 having passed NIL legislation and four more waiting for their Governor to sign their
respective NIL legislation. In Oklahoma and Nebraska, institutions of higher education can
authorize their students to receive compensation immediately. Six more states (Alabama,

6 Smalley, Andrew. National Conference of State Legislatures, Student-Athlete ‘Pay for Play’ Gets
Lawmakers’ Attention, May 24, 2021, https://www.ncsl.org/research/education/student-athlete-pay-to-
play-gets-lawmakers-attention-magazine2021.aspx.
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Florida, Georgia, Mississippi, New Mexico, and Texas) will have their NIL laws take effect on July 1,
2021, with the remaining states’ laws taking effect on later dates.’

In addition to state-level action, NIL legislation and policy has been proposed at the
federal level and implemented by one collegiate athletic conference. At the federal level, several
bills have been proposed, including the Student Athlete Level Playing Field Act, which was
reintroduced in late April 2021. Generally, the bill would establish a federal standard for
interscholastic athlete compensation, create Congressional oversight, and modify federal laws to
protect the recruiting process.® Finally, the National Association of Intercollegiate Athletics
(NAIA) became the first college athletic conference to permit its student-athletes to be
compensated for the use of their NIL, when it adopted its policy in early October 2020.°

County issued veterans identification cards

The bill broadens the authority of county recorders to record the discharge records of
certain individuals. Under current law, this service is only available to discharged members of the
“armed forces of the United States.”'° The bill changes this eligibility designation to “uniformed
services.” Under the bill, “uniformed services” includes not only members of the armed forces,
but also the commissioned corps of the National Oceanic and Atmospheric Administration, the
commissioned corps of the Public Health Service, or any reserve components of those forces, and
such other service as may be designated by Congress in the future. This provision has no fiscal
impact on the state.

This broadening language will also make these discharged individuals eligible to obtain an
Ohio veterans identification card. Under continuing law, a board of county commissioners may,
by resolution, allow the county recorder or county veterans service office to issue Ohio veterans
identification cards to individuals. To be eligible to obtain this card, an individual must satisfy the
following requirements: (1) present the individual’s “uniformed services” discharge record for
recording in the county recorder’s office, (2) provide, in person at the county recorder’s office,
two forms of current valid identification, one of which bears a photograph of the individual, and
(3) pay a fee not exceeding S2, if a fee has been established by the county. This provision of the
bill expands eligibility for this card to persons discharged from the “uniformed services.” The
number of persons belonging to this new eligibility class is expected to be relatively small
statewide. As such, this provision would not likely result in significant fiscal effects for counties
to make and administer the card to these additional persons.

7 Business of College Sports, Tracker: Name, Image and Likeness Legislation by State, https://businessof
collegesports.com/tracker-name-image-and-likeness-legislation-by-state/, last updated June 15, 2021.

8 Smalley, Andrew. National Conference of State Legislatures, Student-Athlete ‘Pay for Play’ Gets
Lawmakers’ Attention, May 24, 2021, https://www.ncsl.org/research/education/student-athlete-pay-to-
play-gets-lawmakers-attention-magazine2021.aspx.

° The NAIA is a governing body of small athletics programs. In Ohio, the NAIA governs the athletic
programs of Lourdes University, Mount Vernon Nazarene University, Shawnee State University, University
of Northwestern Ohio, University of Rio Grande, and Wilberforce University. https://www.naia.org/
general/2020-21/releases/NIL_Announcement.

10 “Armed forces of the United States” means the Army, Navy, Air Force, Marine Corps, Space Force, Coast
Guard, the national guard of any state, or any other reserve components of those forces.
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Because this provision is permissive and contains provisions that allow county recorders
or county veterans service office to either contract for this service, or receive equipment
donations to make the identification cards, it can be assumed that very few counties would opt
to purchase the necessary equipment to make these cards if they have not already done so.
Presumably, the costs would be offset to some degree by the fee charged to applicants, if a fee
has been established. The exact cost for counties that are required by the board of
commissioners to offer the card is dependent on the number of individuals that are both eligible
and seek a veteran's identification card.
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Appendix

Sports wagering expanded nationwide following the repeal of the Professional and
Amateur Sports Protection Act of 1992 (PASPA) by the U.S. Supreme Court on May 14, 2018.1?
The table below summarizes monthly sports wagering revenue totals in selected states using
available data collected from official state government sources. On average, the states included
in the table below have received revenue of approximately $437,000 per month from brick-and-
mortar sports betting locations and approximately $2.1 million per month from online and
mobile operations since sports wagering was legalized federally.'? The inclusion of mobile betting
appears to have a significant impact on state revenues. It should be noted however, that the
unique regulatory structure in S.B. 176 cannot be easily compared with other states currently
operating in the sports betting market. Thus, any extrapolation of Ohio gaming revenue based
on results in these states, having operating sports betting since 2018, may be inadequate and
must be made with caution.

Table 2. Summary of Sports Wagering Tax Revenue in Selected States, through December 2020

Tax Rate State Revenue
Mississippi? 8.0% $8.3 million - -
New Jersey® 8.5% $11.1 million 14.25% $86.5 million
Pennsylvania® 34.0% $24.7 million 34.0% $69.3 million
West Virginia® 10.0% $3.2 million 10.0% $2.0 million

2August 2018 — December 2020, approximately $286,000 per month
bJune 2018 — December 2020, approximately $385,000 per month retail operations and $2.9 million per month mobile operations
‘November 2018 — December 2020, approximately $950,000 per month retail operations and $3.4 million per month mobile operations

dNovember 2018 — December 2020, approximately $126,000 per month retail operations and $131,000 per month mobile operations. The
state’s mobile sports wagering operator ceased business in the state in March 2019 due to ongoing disputes with a third-party technology
contract; mobile wagering resumed in August 2019.

HB0029SP/th

11 https://www.supremecourt.gov/opinions/17pdf/16-476_dbfi.pdf.

12 Distribution methods and tax rates vary significantly between states, accounting for some of the
difference in revenue.
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