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I NTRODUCTION  
This report is designed to assist the Joint Legislative Audit and Review Commission (JLARC) in 

assessing the impacts and implications of potential expansion of legalized gaming in the 

Commonwealth of Virginia.  It contains a gaming market assessment analyzing the market 

potential for five casinos in a base case scenario and a sixth casino in Northern Virginia, as well 

as the impacts of potential casino development on historical horse racing (HHR) and downstream 

impacts on the Virginia equine industry.  The report also assesses the potential impact on the 

Virginia Lottery and charitable gaming from casino development, as well as the market potential 

for sports betting and online casino gaming. 

 

The Virginia legislature is considering whether to allow five casinos to be developed in the 

following cities:  Bristol, Danville, Norfolk, Portsmouth and Richmond.  These five comprise the 

base case scenario for casino development.   Additionally, the report assesses the market potential 

of a casino in Northern Virginia.   

 

A statewide gravity model was employed to estimate topline gaming revenue and casino visitation 

for the six casino locations and their impact on HHR revenue.  Operating proforma models were 

then used to estimate employment, payroll, and casino expenditures for input into an economic 

impact analysis.  A return-on-investment (ROI) analysis, including high-level estimates for 

development costs, was also performed to validate the potential viability of the locations for casino 

development and to provide construction costs for input into the economic impact analysis.   

 

Further, the report contains a casino tax sensitivity analysis showing the economic and fiscal 

impacts of alternative gaming tax rates (12%, 27% and 40%).     The following bullets summarize 

the scenarios assessed: 

 

Scenario 1. HHR (historical horse racing) operations at Colonial Downs and in Chesapeake, 

Hampton, Richmond, and Vinton. HHR has been approved by the Commonwealth (and 

implemented at three locations already), and HHR is therefore an assumed competitor in 

all scenarios. 

Scenario 2. Casino development in Bristol, Danville, Norfolk, Portsmouth and Richmond 

(competing with the HHR facilities).  

Scenario 3. Casino development in Northern Virginia (NOVA) added to Scenario 2 above. 

Scenario 4. Online casino gaming.  

Scenario 5. Sports betting at casinos. 

Scenario 6. Sports betting at casinos and pari-mutuel facilities. 

Scenario 7. Sports betting at casinos and pari-mutuel facilities, and on mobile devices. 

Scenario 8. Mobile sports betting only.   

 

The impact of potential casino development is measured on a future baseline year of 2025, which 

is estimated to be the first stabilized year of casino operation and the second full year of operation, 

given the following assumptions for development timeline. Voter approval would be required 

under the legislation, and the legislation is anticipated to be taken up in early 2020. 

 

¶ November 2020: Casino Ballot Initiatives 
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¶ 2021: Casino Licensing Process 

¶ 2022-2023: Construction of Casino Facilities 

¶ 2024: Opening of Casino Facilities 

 

The report begins with a description of the regional casino competition and revenue trends, 

followed by the casino market assessment, horse racing industry analysis, online gaming 

assessment, and sports betting assessment.  Then the report examines Virginia Lottery and 

charitable gaming trends and the potential impact of casino development on those two sectors.  

The report concludes with analysis of the economic and fiscal impacts of the alternative gaming 

expansion scenarios. 
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COMPETITIVE ENVIRONMENT  
The competition for Virginiaôs expanded gaming market will come from gaming facilities 

operating in neighboring states such as Maryland, West Virginia, Delaware, Pennsylvania and 

North Carolina. The Innovation Group identified 14 existing competitors and 3 proposed gaming 

facilities in this market area.   

 

Two of the proposed facilities are Pennsylvaniaôs new Category 4 ñmini-casinosò in Shippensburg 

and York, predicted to open in 2020.  In addition, the Catawba Tribeôs proposed resort casino in 

Kingôs Mountain, NC could become a more distant competitor for Virginiaôs southern markets. 

 

Table 1 presents all of the existing competitive casinos in the region: 

 

 
Table 1: Existing Competitive Casinos 

Name Location Machines Tables Positions Hotel Rooms F&B** 
Employ-

ees 

Maryland Live! Hanover, MD 3,830 197 5,012 310* 8 2,764 

Horseshoe Baltimore Baltimore, MD 2,120 128 2,888 0 6 1,364 

Hollywood Perryville Perryville, MD 821 21 947 0 1 313 

Ocean Downs Berlin, MD 892 18 892 0 3 249 

Rocky Gap Cumberland, MD 665 17 767 198 5 324 

MGM National Harbor  Oxon Hill, MD 3,138 200 4,338 308 12 2,706 

Hollywood Charles Town Charles Town, WV 2,068 89 2,602 154 5  

Greenbrier White Sulphur Springs, WV 181 30 361 710 14  

Mardi Gras Cross Lanes, WV 807 47 1,089 150 2  

Delaware Park Wilmington, DE 2,296 39 2,530 0 9  

Dover Downs Dover, DE 2,255 40 2,495 500 8  

Harrington Park Harrington, DE 1,724 31 1,910  0 8  

Hollywood Harrisburg PNRC Grantville, PA 2,002 75 2,452 0 5 907 

Harrah's Cherokee Cherokee, NC 3,305 180 4,385 1,108 11  

Source: The Innovation Group, Various Gaming Boards and Commissions, CasinoCity.com. *Onsite casino hotel; MD Live also has a 250-
room offsite hotel. **Food and beverage venues within the property. 

 

Existing  
This section details the fourteen existing competitors within the gaming market categorized by 

state. 

Maryland  

The Maryland Lottery and Gaming Control Commission (MLGCC) was created in 2008 following 

a constitutional amendment authorizing slot machines at five locations throughout the state. The 

MLGCC awarded licenses for facilities within the counties of Anne Arundel, Baltimore City, 

Cecil, Allegany, and Worcester. In 2012, a referendum was approved to expand the gaming market 

allowing for table games at all existing facilities and a sixth casino license for Prince George's 

County. The following section details each facility in the existing Maryland gaming market.   
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Maryland  Live!  

The Maryland Live! Casino is located 15 miles southwest of Baltimore, just outside of Hanover, 

MD. The casino opened in June 2012 adjacent to the Arundel Mills Mall near the junction of 

Baltimore Washington Parkway and State Route 100, five miles south of Interstate I-95. The 

Arundel Mills Mall has over 200 indoor retail stores in addition to several restaurants and a 24-

screen Cinemark movie theater. Several airport hotels are also located on the property, as the 

Washington-Baltimore International Thurgood Marshall Airport (BWI) is only two miles away. 

 

Maryland Live! Casino is one of the largest gaming facilities in the region with over 3,800 slots 

and nearly 200 and table games including 50 poker tables. The facility has several non-gaming 

amenities including ten on-site dining options and a live entertainment venue.  The 17-story Live! 

Hotel opened in June 2018 featuring 310 luxury guest rooms and 52 suites, a spa and salon, a 

1,500-seat event center, meeting facilities, an entertainment bar, and Davidôs Cafe.  Additionally, 

Live Lofts is a 250-room offsite hotel.  The property also features a high-limit smoking patio, 

which is unique in the marketplace and includes 12 gaming tables and 166 slot machines. 

 

Total annual revenues for Maryland Live! reached a high of $656 million in 2014, and have since 

fallen to $545 million, likely as a result of MGM National Harbor opening in December 2016, and 

Horseshoe Baltimore opening in 2014.  Table games were introduced at this facility in April 2013 

and currently comprise roughly 32% of total annual revenue.   

 

The following table shows the annual breakdown between slots and table revenue at the Maryland 

Live! facility.   

 
Table 2: Maryland Live! Annual Gaming Revenue 

  Total Revenue % Change 
Slot 
Revenue % Change 

Table 
Revenue 

% 
Change 

Slot % of 
Total 

2013 $586,004,454   $433,126,631   $152,877,823    

2014 $655,726,354  12% $414,304,250  -4% $241,422,105  NA 63% 

2015 $629,732,520  -4% $400,728,150  -3% $229,004,370  -5% 64% 

2016 $653,149,783  4% $399,340,298  0% $253,809,485  11% 61% 

2017 $544,992,891  -17% $354,297,449  -11% $190,695,442  -25% 65% 

2018 $576,634,908  6% $392,355,099  11% $184,279,809  -3% 68% 

Source: Maryland Lottery. 

 

Horseshoe Baltimore  

Horseshoe Casino in Baltimore opened in late August 2014.  It is the state's only urban casino, 

built on the former site of the Maryland Chemical Company in South Baltimore.  The casino is 

located on a major thoroughfare, State Highway 295, just north of the Interstate I-95 overpass.  

The casino neighbors existing entertainment facilities such as the M&T Bank Stadium and Oriole 

Park at Camden Yards.  The casino does not have any on-site accommodations but offers discounts 

at multiple hotel partners in the area.   

 

This facility is the third largest and the third highest revenue generating casino in the state after 

Maryland Live! and MGM National Harbor.  It has a 122,000-square foot gaming floor and nearly 
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3,000 gaming positions. Table play at Horseshoe is substantial.  In 2018, table revenues comprised 

nearly 42% of total revenues at Horseshoe, among the highest percentages in the nation.  

 

The following table is a breakdown of annual gaming revenue at the Horseshoe Baltimore Casino 

since opening in 2014.  

 

 
Table 3: Horseshoe Baltimore Annual Gaming Revenue 

  
Total 

Revenue 
% 

Change 
Slot 

Revenue 
% 

Change 
Table 

Revenue 
% 

Change 
Slot % 

of Total 

2014 $96,900,188   $55,023,401   $41,876,787   57% 

2015 $289,452,530  NA $157,600,245  NA $131,852,286  NA 54% 

2016 $324,313,284  12% $176,969,107  12% $147,344,177  12% 55% 

2017 $272,050,773  -16% $156,087,809  -12% $115,962,964  -21% 57% 

2018 $259,900,845  -4% $150,801,294  -3% $109,099,550  -6% 58% 

Source: Maryland Lottery 

 

 

MGM National Harbor, a direct competitor with Horseshoe Baltimore, opened in December of 

2016.  Slot and table revenue at Horseshoe both declined by double digits in 2017, with total 

revenue falling by 16%.  Total revenues declined a further $12 million in 2018, a year over year 

decrease of 4%. 

 

Hollywood Perryville  

The Hollywood Casino located in Perryville lies just north of Interstate I-95 near the John F. 

Kennedy Memorial Tollway Bridge over the Susquehanna River, an inlet to Chesapeake Bay.  The 

casino opened in September 2010, the same month as Sugar House Casino only 60 miles away in 

Philadelphia. Hollywood Casino was slightly disadvantaged from this, as Pennsylvania passed 

legislation that month allowing for table games at all of the state's casinos. Hollywood Perryville 

added table games in March 2013. 

 

Total annual revenues peaked at $111 million for this facility in 2011, during its first full year of 

operations. Since then total revenues have declined annually reaching an all-time low of $74 

milli on in 2017. In recent years table game revenues have slipped by about 5% annually, while 

slot revenue rebounded slightly from 2017 to 2018.  
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Table 4: Hollywood Perryville Annual Gaming Revenue 

  
Total 

Revenue 
% 

Change 
Slot 

Revenue 
% 

Change 
Table 

Revenue 
% 

Change 
Slot % of 

Total 

2011 $110,778,097   $110,778,097      

2012 $98,608,997  -11% $98,608,997  -11%    

2013 $87,836,405  -11% $74,878,286  -24% $12,958,119  NA 85% 

2014 $82,936,620  -6% $70,181,900  -6% $12,754,720  -2% 85% 

2015 $77,269,241  -7% $65,275,658  -7% $11,993,583  -6% 84% 

2016 $75,296,270  -3% $63,947,648  -2% $11,348,622  -5% 85% 

2017 $74,450,839  -1% $63,707,085  0% $10,743,754  -5% 86% 

2018 $76,009,282  2% $65,496,883  3% $10,512,399  -2% 86% 

Source: Maryland Lottery 

 

 

There was a significant impact on Hollywood Perryville's revenues following the opening of 

Horseshoe Baltimore Casino in August 2014.  The opening of MGM National Harbor did not have 

significant effects on Hollywood, due to the distance between the two. Table games were hit the 

hardest with a 5% decline.   

 

Ocean Downs Casino 

The Ocean Downs Casino opened in January 2011 at a harness racetrack dating to 1949 near Ocean 

City, MD.  In December 2017 Ocean Downs Casino completed a renovation and rebranding 

project which included adding 100 slot machines, a special events room, and the grand opening of 

10 table games at the facility.  The track is situated one-half mile north of U.S. 50, the major 

highway leading to Ocean City.  

 

Total annual revenues at Ocean Downs are the second lowest in the state at roughly $76 million in 

2018.  However, annual gaming revenues have continued to increase since 2011, apart from a 0.2% 

decline from 2013 to 2014.  From 2014 through 2017, Ocean Downs experienced a 5.6% CAGR, 

and with the addition of table games, slot revenue grew by 12% in 2018. 

 

 
Table 5: Ocean Downs Annual Gaming Revenue 

  
Total 

Revenue % Change 
Slot 

Revenue % Change 
Table 

Revenue % Change 
Slot % of 

Total 

2011 $44,930,696   $44,930,696      

2012 $49,919,419  11% $49,919,419  11%    

2013 $51,892,469  4% $51,892,469  4%    

2014 $51,809,524  0% $51,809,524  0%    

2015 $55,889,526  8% $55,889,526  8%    

2016 $58,470,069  5% $58,470,069  5%    

2017 $61,019,442  4% $60,965,490  4% $53,952    

2018 $75,804,421  24% $68,028,287  12% $7,776,135  NA 90% 

Source: Maryland Lottery 
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Rocky Gap 

The Rocky Gap Resort and Golf Course was developed in 1998 but did not begin casino operations 

until May 2013. The resort is situated on the west side of the Rocky Gap State Park near 

Cumberland, MD and only one mile from exit 50 off Interstate I-68. The resort has 198 guest 

rooms, five onsite restaurants and lounges, an indoor pool, spa, golf course, and offers a variety of 

outdoor activities including: canoeing, stand-up paddle boards, kayaks, fishing gear rentals, and 

more.  The entire outdoor Lakeside Terrace was remodeled in 2017.  

 

Since Rocky Gap Casino's first full year of operations in 2014, slot machines have accounted for 

roughly 85% of total annual revenues.  Despite having the smallest revenue figures of Maryland's 

five casinos, Rocky Gap total annual revenues continue to grow slightly year over year, reaching 

$54.8 million in 2018 despite an 8% decline in table game revenue.   
 
 

Table 6: Rocky Gap Annual Gaming Revenue 

  
Total 

Revenue 
% 

Change 
Slot 

Revenue 
% 

Change 
Table 

Revenue 
% 

Change 
Slot % of 

Total 

2014 $43,710,330   $37,474,952   $6,235,378   86% 

2015 $46,082,330  5% $39,442,593  5% $6,639,738  6% 86% 

2016 $50,123,716  9% $42,827,956  9% $7,295,760  10% 85% 

2017 $53,808,924  7% $46,026,283  7% $7,782,642  7% 86% 

2018 $54,779,408  2% $47,648,148  4% $7,131,260  -8% 87% 

Source: Maryland Lottery 

MGM National Harbor  

In December 2016, MGM National Harbor was opened in Oxon Hill, MD, located in Prince 

George's County.  Construction of the casino, hotel, and amenities began in 2015 and cost roughly 

$1.4 billion.  The facility is situated along the eastern shore of the Potomac River just south of 

Interstate I-495 near Washington D.C. The resort includes a 24-story 308 room hotel with 

amenities, 18,000 square feet of high-end retail space, a 27,000 square foot spa and salon, a 3,000-

seat theater, 50,000 square foot meeting and convention facilities, and 125,000 square foot gaming 

floor that includes slots, table games and poker. There are 12 dining options for guests and visitors 

including two restaurants opened by celebrity chefs José Andrés and brothers Bryan and Michael 

Voltaggio.   

 

By the end of the first full year of operations, National Harbor already had the highest grossing 

revenue of all Maryland casinos.  In 2018, total annual gaming revenue increased another 16%, 

reaching $704 million.  More than 48% of total gaming revenue was attributed to table game play, 

which is more than Horseshoe Baltimore made in total revenue for the year. 

 

 
Table 7: MGM National Harbor Annual Gaming Revenue 

  Total Revenue 
% 

Change 
Slot 

Revenue 
% 

Change 
Table 

Revenue 
% 

Change 
Slot % 

of Total 

2017 $608,627,387   $318,584,995   $290,042,392   52% 

2018 $704,878,971  16% $368,171,418  16% $336,707,553  16%  52% 

Source: Maryland Lottery 
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West Virginia  

West Virginia currently has five casinos operating within the state in addition to live racing. For 

this analysis, the only facilities identified as potential competitors were Hollywood casino in 

Charles Town, Mardi Gras Casino, and Greenbrier Resort. 

 

Hol lywood Charles Town  

The Charles Town Race Track began casino slot operations in 1998 after seven decades of live 

thoroughbred racing. The casino was rebranded to Hollywood Casino in July 2010 when the 

facility was allowed table games. The facility is located near the junction of US Highway 340 and 

State Highway 9 in Charles Town, 65 miles northwest of Washington DC.   

 

Slot revenues have continued to decline since industry highs in 2007 at $463 million. The addition 

of table games in July 2010 temporarily offset the overall casino revenue decline from 2010-2011.  

However, both table games and slots have seen significant declines in the recent years with total 

revenues now 23% less than 2015 figures, reflecting the impacts of Maryland Live!, Horseshoe 

Baltimore, and MGM National Harbor. Slot revenues on average comprise 77% of total revenue 

at Hollywood Charles Town.  

 

 
Hollywood Charles Town Annual Gaming Revenue 

  
Total 

Revenue 
% 

Change 
Slot 

Revenue 
% 

Change 
Table 

Revenue 
% 

Change 
Slot % of 

Total 

2000 $107,063,209   $107,063,209      

2001 $162,338,743  52% $162,338,743  52%    

2002 $220,985,043  36% $220,985,043  36%    

2003 $295,275,827  34% $295,275,827  34%    

2004 $360,236,654  22% $360,236,654  22%    

2005 $414,124,376  15% $414,124,376  15%    

2006 $448,022,619  8% $448,022,619  8%    

2007 $463,367,841  3% $463,367,841  3%    

2008 $454,010,812  -2% $454,010,812  -2%    

2009 $424,334,013  -7% $424,334,013  -7%    
2010 $455,792,444  7% $397,124,594  -6% $58,667,850   87% 

2011 $541,931,341  19% $393,313,030  -1% $148,618,311  NA 73% 

2012 $541,314,204  0% $379,701,881  -3% $161,612,323  9% 70% 

2013 $456,460,858  -16% $329,907,042  -13% $126,553,817  -22% 72% 

2014 $391,938,061  -14% $300,645,161  -9% $91,292,900  -28% 77% 

2015 $396,194,442  1% $307,267,580  2% $88,926,862  -3% 78% 

2016 $368,614,763  -7% $288,986,209  -6% $79,628,554  -10% 78% 

2017 $339,392,579  -8% $273,887,597  -5% $65,504,983  -18% 81% 

2018 $303,659,331  -11% $246,500,017  -10% $57,159,314  -13% 81% 

Source: West Virginia Lottery 
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Mardi Gras  

Mardi Gras Casino and Resort is located in Cross Lanes, West Virginia.  The property has a 90,000 

sq. ft. gaming area, which currently features 80 slot machines, 30 table games, and 20 poker tables.  

The racetrack at Mardi Gras features greyhound racing.  The property also includes a 150-room 

hotel, 2 dining options, and live entertainment at Louieôs lounge.   

 

The following table displays annual gaming revenues at Mardi Gras Casino.  Following years of 

decline and stagnant growth, total annual revenues at Mardi Gras increased with the addition of 

table games to reach a facility high of $84 million in 2010.  However, since then gaming revenues 

have declined annually to $54 million.   

 

 
Table 8: Mardi Gras Annual Gaming Revenue 

  
Total 

Revenue 
% 

Change 
Slot 

Revenue 
% 

Change 
Table 

Revenue 
% 

Change 
Slot % of 

Total 

2000 $38,062,385   $38,062,385      

2001 $51,882,685  36% $51,882,685  36%    

2002 $63,302,905  22% $63,302,905  22%    

2003 $68,508,593  8% $68,508,593  8%    

2004 $66,096,622  -4% $66,096,622  -4%    

2005 $65,477,695  -1% $65,477,695  -1%    

2006 $63,254,632  -3% $63,254,632  -3%    

2007 $67,183,680  6% $67,183,680  6%    

2008 $65,475,632  -3% $59,162,441  -12% $6,313,192    
2009 $79,091,169  21% $47,442,402  -20% $31,648,768  NA  
2010 $84,428,958  7% $47,108,853  -1% $37,320,105  18% 56% 

2011 $74,166,803  -12% $50,486,780  7% $23,680,024  -37% 68% 

2012 $70,799,562  -5% $52,210,638  3% $18,588,924  -21% 74% 

2013 $65,009,861  -8% $48,062,517  -8% $16,947,344  -9% 74% 

2014 $59,295,603  -9% $43,076,945  -10% $16,218,658  -4% 73% 

2015 $60,153,242  1% $43,760,530  2% $16,392,712  1% 73% 

2016 $60,138,906  0% $43,841,218  0% $16,297,687  -1% 73% 

2017 $58,712,798  -2% $44,415,944  1% $14,296,854  -12% 76% 

2018 $54,943,352  -6% $41,896,698  -6% $13,046,655  -9% 76% 

Source: West Virginia Lottery 

 

Greenbrier  

The Greenbrier is an historic luxury resort located in the Allegheny Mountains near the stateôs 

eastern border with Virginia.  The resort opened in 1778 but did not begin gambling operations 

until late 2009.  The 11,000-acre property offers 710 rooms, including 33 suites and 96 guest 

homes, designer boutiques, meeting event space, 14 dining options, a mineral spa, 55 

attraction/activities, and a 103,000 sqft gaming floor.   

 

This unique casino is the smallest revenue generating property of the five gaming locations in West 

Virginia earning only $11 million in 2018.  Unlike most other casinos, slot machine revenue 

comprises less than half of the total annual revenue.  Despite a few years of significant declines, 

total revenues at Greenbrier have increased by 39% since 2016. 
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Table 9: Greenbrier Annual Gaming Revenue 

  
Total 

Revenue 
% 

Change 
Slot 

Revenue 
% 

Change 
Table 

Revenue 
% 

Change 
Slot % of 

Total 

2010 $6,899,626   $3,106,813   $3,792,813   45% 

2011 $10,724,748  55% $4,249,547  37% $6,475,202  71% 40% 

2012 $11,871,524  11% $4,719,950  11% $7,151,574  10% 40% 

2013 $12,385,295  4% $4,634,411  -2% $7,750,884  8% 37% 

2014 $11,002,576  -11% $4,195,575  -9% $6,807,002  -12% 38% 

2015 $9,778,251  -11% $4,231,834  1% $5,546,416  -19% 43% 

2016 $8,142,855  -17% $3,993,420  -6% $4,149,435  -25% 49% 

2017 $8,714,640  7% $4,527,003  13% $4,187,637  1% 52% 

2018 $11,312,811  30% $4,955,731  9% $6,357,080  52% 44% 

Source: West Virginia Lottery 

 

Delaware  

The Delaware gaming regulations enacted in 1995 allow for video lottery terminals (VLTs) to be 

located the state's three existing racetracks. These racinos were awarded table games in 2010 and 

began internet gaming in late 2013.  All three are potential competitors for a casino based in 

Northern Virginia. They have traditionally drawn upon the Baltimore-Washington D.C. corridor 

for a significant portion of gaming revenue and thus they have experienced notable declines from 

the expanded gaming market in Maryland.    

 

Delaware Park  

Delaware Park remains the only thoroughbred horse racetrack in the state and has been in continual 

operation since first opening in 1937. The facility offers live seasonal racing and year-round 

simulcast wagering in addition to being one of a limited few on the east coast that allow parlay 

sports betting. The location is roughly two miles northwest of Interstate I-95 between Wilmington 

and Newark.  The facility is easily accessible to interstate travelers by State Highway 7 and 58, or 

via transit using the SEPTA regional rail line traveling from Wilmington to Philadelphia, PA 

during weekdays. The Churchman's Crossing rail station is located on the southwest corner of the 

property.    

 

Delaware Park is the best performing property within the state, though total annual revenue has 

been on a drastic decline, apart from the modest revenue increases over the past few years.  Recent 

revenue increases appear to be the result of significant jumps in table revenue, and minor increases 

in slot revenue. Table games only comprise about 16% of total annual revenue at Delaware Park.    
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Table 10: Delaware Park Gaming Revenue 

  
Total 

Revenue 
% 

Change 
Slot 

Revenue 
% 

Change 
Table 

Revenue 
% 

Change 
Slot  % 
of Total 

2000 $245,470,800   $245,470,800      
2001 $263,421,200  7% $263,421,200  7%    
2002 $268,209,000  2% $268,209,000  2%    
2003 $233,889,500  -13% $233,889,500  -13%    
2004 $261,596,000  12% $261,596,000  12%    
2005 $272,026,200  4% $272,026,200  4%    
2006 $306,668,000  13% $306,668,000  13%    
2007 $272,615,900  -11% $272,615,900  -11%    
2008 $253,288,300  -7% $253,288,300  -7%    
2009 $235,034,600  -7% $235,034,600  -7%    
2010 $236,207,227  0% $216,815,963  -8% $19,391,264    
2011 $222,947,964  -6% $185,698,800  -14% $37,249,164   83% 

2012 $211,773,659  -5% $175,920,100  -5% $35,853,559  -4% 83% 

2013 $167,755,692  -21% $141,651,300  -19% $26,104,392  -27% 84% 

2014 $156,704,148  -7% $134,227,200  -5% $22,476,948  -14% 86% 

2015 $160,496,275  2% $136,355,400  2% $24,140,875  7% 85% 

2016 $159,180,566  -1% $135,140,500  -1% $24,040,066  0% 85% 

2017 $164,887,349  4% $138,835,600  3% $26,051,749  8% 84% 

2018 $167,011,552  1% $139,998,639  1% $27,012,913  4% 84% 

Source: Delaware Lottery 

 

 

The opening of the Maryland gaming market and Sugar House Casino in Philadelphia had 

profound impacts on the slot revenues at this facility.  By the time Baltimore opened in 2014, the 

majority of Delaware Park's Maryland market had already been cannibalized by existing 

properties.   

 

Dover Downs  

Dover Downs is located in the northern suburbs of the state capital between U.S. Route 13 and 

State Highway DE-1.  Opened in 1969, the racetrack remains the only gaming facility to offer a 

dual-purpose track for both harness and motorsport racing. The original gaming facility was built 

in 1995 to accommodate the new video lottery terminals but was expanded in later years to allow 

for additional amenities. Dover Downs is currently the only casino resort operating within the 

state.   

 

Annual slot revenues at Dover Downs have been steadily declining since 2006, dipping to 1990's 

levels in 2014. Dover Downs has the second highest annual gaming revenues and is on track to 

remain in that position for 2019. Table games have comprised less than 15% of total annual 

revenues since they became operational in 2010 and have also seen slight increases in the past 

three consecutive years.   
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Table 11: Dover Downs Gaming Revenue 

  
Total 

Revenue 
% 

Change 
Slot 

Revenue 
% 

Change 
Table 

Revenue 
% 

Change 
Slot % of 

Total 

2000 $156,999,600   $156,999,600      
2001 $168,373,700  7% $168,373,700  7%    
2002 $186,893,500  11% $186,893,500  11%    
2003 $167,411,100  -10% $167,411,100  -10%    
2004 $191,847,000  15% $191,847,000  15%    
2005 $194,644,900  1% $194,644,900  1%    
2006 $218,586,800  12% $218,586,800  12%    
2007 $216,892,300  -1% $216,892,300  -1%    
2008 $213,571,000  -2% $213,571,000  -2%    
2009 $207,738,200  -3% $207,738,200  -3%    
2010 $210,142,788  1% $199,496,703  -4% $10,646,085    
2011 $209,715,609  0% $186,746,300  -6% $22,969,309   89% 

2012 $201,526,674  -4% $177,109,800  -5% $24,416,874  6% 88% 

2013 $166,574,255  -17% $145,620,700  -18% $20,953,555  -14% 87% 

2014 $154,253,239  -7% $135,978,400  -7% $18,274,839  -13% 88% 

2015 $151,888,438  -2% $134,559,600  -1% $17,328,838  -5% 89% 

2016 $150,958,687  -1% $133,510,500  -1% $17,448,187  1% 88% 

2017 $151,104,472  0% $133,477,200  0% $17,627,272  1% 88% 

2018 $149,023,782  -1% $130,827,348  -2% $18,196,434  3% 88% 

Source: Delaware Lottery 

 

Harrington Park  

Harrington Park is Delaware's smallest gaming facility in terms of both size and revenue 

generation.  The facility is located 25 minutes south of Dover directly off of U.S. Route 13 in the 

southern suburbs of Harrington. The half-mile oval raceway opened in 1946 and currently offers 

live racing, simulcast wagering and sports betting in addition to casino operations.   

 

Table games were introduced in 2010, comprising only 12% of total annual revenues at Harrington 

Park. Like elsewhere in Delaware, annual slot revenues began to decline in 2007 and the addition 

of table games did little to offset the losses. Annual slot revenues reached a low of $77 million 

following ten consecutive years of consistent decline. Since the high of $126 million in 2006, total 

revenues declined at an annual rate of 3%.  Most of the declines at Harrington Park occurred 

between 2010 and 2013 when Perryville, Ocean Downs and Maryland Live! opened their facilities.   
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Table 12: Harrington Park Gaming Revenue 

  
Total 

Revenue 
% 

Change 
Slot 

Revenue 
% 

Change 
Table 

Revenue 
% 

Change 
Slot % 

of Total 

2000 $82,633,900   $82,633,900      
2001 $95,145,000  15% $95,145,000  15%    
2002 $110,807,400  16% $110,807,400  16%    
2003 $100,699,100  -9% $100,699,100  -9%    
2004 $105,856,600  5% $105,856,600  5%    
2005 $112,874,900  7% $112,874,900  7%    
2006 $126,479,000  12% $126,479,000  12%    
2007 $122,898,900  -3% $122,898,900  -3%    
2008 $122,063,700  -1% $122,063,700  -1%    
2009 $121,466,500  0% $121,466,500  0%    
2010 $125,029,688  3% $116,534,044  -4% $8,495,644    
2011 $115,208,860  -8% $101,559,900  -13% $13,648,960   88% 

2012 $107,248,558  -7% $94,727,800  -7% $12,520,758  -8% 88% 

2013 $97,728,495  -9% $86,724,300  -8% $11,004,195  -12% 89% 

2014 $92,737,977  -5% $82,194,100  -5% $10,543,877  -4% 89% 

2015 $92,196,387  -1% $80,859,500  -2% $11,336,887  8% 88% 

2016 $88,518,150  -4% $77,355,400  -4% $11,162,750  -2% 87% 

2017 $93,273,090  5% $81,664,900  6% $11,608,190  4% 88% 

2018 $91,669,509  -2% $81,536,592  0% $10,132,917  -13% 89% 

Source: Delaware Lottery 

 

 

The opening of Ocean Downs in 2011 and Maryland Live! in 2012 showed the strongest impacts 

on revenues at Harrington. By the time Baltimore opened in 2013, revenues had somewhat 

adjusted to the loss of patrons from the eastern Maryland market.   

 

Pennsylva nia  

The Pennsylvania Gaming Control Board licensed 13 casinos within the state, only 12 of which 

are operational. The licenses are broken into four categories; category 1 for racetrack casinos, 

category 2 for a stand-alone casino, category 3 for a resort casino, and category 4 for a satellite 

casino (ñmini casinoò). Only one Pennsylvania casino is considered a potential competitor for the 

Virginia gaming market. 

 

Hollywood Casino at Penn National Race Course  

Located 110 miles west of Philadelphia, Hollywood Casino originally started as a racetrack in 

1972. The casino began operations in February of 2008 and began offering table games in July of 

2010. The facility includes meeting and event space, five F&B options, and live entertainment. 

The casino currently operates over 2,000 slot machines and 75 table games.  

 

Annual gaming revenues at Hollywood reached a high of $287 million in 2011, following the first 

full year of table game operations at the facility.  In the proceeding years, both table and slot 

revenues have declined annually with the exception of minor increases in 2015 and 2017.   
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Table 13: Hollywood PNC Annual Gaming Revenue 

Year 
Total 

Revenue 
% 

Change 
Slot 

Revenue 
% 

Change 
Table 

Revenue 
% 

Change 
Slot % of 

Total 

2009 $237,721,830   $237,721,830      
2010 $268,466,104  13% $253,403,976  7% $15,062,128    
2011 $287,335,903  7% $248,924,977  -2% $38,410,926    
2012 $282,601,312  -2% $244,021,769  -2% $38,579,543  0% 86% 

2013 $266,761,833  -6% $230,334,692  -6% $36,427,141  -6% 86% 

2014 $247,350,413  -7% $213,954,040  -7% $33,396,373  -8% 86% 

2015 $250,340,147  1% $215,578,964  1% $34,761,184  4% 86% 

2016 $244,246,780  -2% $209,885,267  -3% $34,361,514  -1% 86% 

2017 $244,772,994  0% $209,014,353  0% $35,758,641  4% 85% 

2018 $242,606,198  -1% $206,470,185  -1% $36,136,014  1% 85% 

Source: Pennsylvania Gaming Control Board 

 

 

North Carolina  

North Carolina prohibits most forms of gambling with the exception of casino facilities located on 

federally recognized Tribal lands.  Caesars Entertainment operates two casinos owned by the 

Eastern Band of Cherokee Indians tribe in North Carolina: the original and flagship Harrahôs 

Cherokee Casino Resort and a newer satellite property, Harrahôs Cherokee Valley River Resort in 

the southwestern corner of the state. These casinos are located outside the Virginia market area; 

however, as an established resort with hotel, Harrahôs Cherokee would be expected to draw some 

gaming visits from the southwest and southside market areas as shown later in the report.   

Harrahõs Cherokee Casino Resort 

Harrahôs Cherokee Casino Resort is the larger of the two properties and hosts 3,305 slot machines, 

and 180 table games for a total of 4,385 gaming positions. The property is owned by the Eastern 

Band of Cherokee Indians; however, it is operated by Caesars Entertainment. The casino features 

video poker, video gaming, ñLe Fu Menò, poker, blackjack, craps, and roulette. Attached to the 

casino is the 21-story Harrahôs Cherokee Hotel which offers 1,108 hotel rooms, full gym, indoor 

and outdoor pool, and cabanas and bar area. The property also features the Cherokee Golf 

Sequoyah National Golf Club, Mandara Spa, a night club, 11 food and beverage options, and a 

shopping center.  As a Tribal owned casino, annual gaming revenues are not available to the public.  

 

Proposed 
The Innovation Group identified 3 proposed gaming facilities that could become potential 

competitors for facilities in the Virginia gaming market.  

Catawba  

The Catawba Indian Nation has proposed to build a 220,000 sqft casino resort in King Mountain, 

NC, just west of Charlotte.  The proposed resort would include a 1,500-room hotel, multiple food 

and beverage options, and a multi-use entertainment venue.  Catawba announced plans for this 

location back in 2013 but was met with opposition from the state legislature and the Eastern Band 
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of Cherokee Indians, the only tribal casino operator in North Carolina.  If approved, the process 

could take many years before the development were to open.   

 

Pennsylvania Category 4 òMini-Casinosó 

There are five Category 4 (ñmini-casinoò) licenses being developed in Pennsylvania, including 

two in the southern side of the state: Shippensburg, and York.  The Category 4 casinos will be 

permitted to operate up to 750 slot machines and 30 tables with the option to petition the board for 

an additional 10 tables.   

 

The York license was awarded to Penn National Gaming, who plan to open the Hollywood mini 

casino in a vacant anchor location of the York Galleria Mall. The 80,000 sqft facility will open 

with 500 slots and 24 table games in the first year of operations but may expand up to the maximum 

allowance.  The site also will feature a sports and race book, two dining options, a lounge and 

entertainment stage.   

 

The Shippensburg license was awarded to Greenwood Racing, the operators of Parx Casino in 

Bensalem, PA.  The Parx mini-casino will be located on a new site in a rural area of Cumberland 

County, just north of Interstate I-81 outside Shippensburg.  The 63,000 sqft facility will include 

475 slot machines, 40 electronic table game positions, a sportsbook, and sports bar restaurant.   
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GAMING MARKET ANALYSIS  

Methodology  
In developing this analysis a gravity model was employed.  Gravity models are commonly used in 

location studies for commercial developments, public facilities and residential developments.  First 

formulated in 1929 and later refined in the 1940s, the gravity model is an analytical tool that 

defines the behavior of a population based on travel distance and the availability of goods or 

services at various locations.  The general form of the equation is that attraction is directly related 

to a measure of availability such as square feet and inversely related to the square of the travel 

distance.  Thus the gravity model quantifies the effect of distance on the behavior of a potential 

patron, and considers the impact of competing venues.   

 

The basic formulation is that the interaction between two or more gaming venues is based on 

Newton's Law of Universal Gravitation: two bodies in the universe attract each other in proportion 

to the product of their ñmassesò ï here, gaming positions ï and inversely as the square distance 

between them. Thus, expected interaction between gaming venue i and market area j  is shown as: 

 

Ὧ
ὔ ὖ

Ὠ
 

 

where ὔ = the number of gaming positions in gaming venue Ὥ, ὖ = the population (21+) in market 

area Ὦ, Ὠ = the distance between market area Ὦ and gaming venue Ὥ, and Ὧ = an attraction factor 

relating to the quality and amenities to be found at each gaming venue in comparison to the 

competing set of venues. When this formulation is applied to each gaming venue gaming trips 

generated from any given zip code are then distributed among all the competing venues. 

 

The gravity model included the identification of 36 discrete market areas based on drive times and 

other geographic features and the competitive environment.  Using our GIS software and 

CLARITAS database1, the adult population (21 and over), latitude and longitude, and average 

household income is collected for each zip code.   

 

Each of these market areas is assigned a unique set of propensity and frequency factors.  Gamer 

visits are then generated from zip codes within each of the areas based on these factors.  The gamer 

 

 

 

 
1The GIS software used was MapInfo.  This software allows for custom data generally in a tabular format with a 

geographic identification code (census tract, zip code, latitude and longitude, or similar identifier) to be mapped or 

displayed and integrated with other geographic census based information such as location of specific population or 

roadways.  MapInfo is one of the most widely used programs in the geographic information systems industry.  

Nielsen Claritas is a vendor of demographic information located in the United States.  Nielsen Claritas provides 

census demographic and psychographic data on a variety of geographic levels of detail ranging from census block 

groups and counties to postal zip codes.  Their information is updated every six months and includes a current year 

estimate and provides a five year forecast for the future.  The Innovation Group has utilized this data for inputs to its 

models for the last six years and has purchased full access to their demographic database for the entire United States. 
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visits thus generated are then distributed among the competitors based upon the size of each 

facility, its attractiveness and the relative distance from the zip code in question.  The gravity 

model then calculates the probabilistic distribution of gamer visits from each market area to each 

of the gaming locations in the market.   

 

Each travel distance/time is evaluated to determine the likely alternative gaming choices for 

residents of the region.  The model is constructed to include only those alternative venues that are 

considered to be within a reasonable travel time.  These include competing casinos that have the 

potential to attract patrons, or siphon off visits from the market.  Travel distances and time have 

been developed through use of our GIS system.    

 

The following section provides a description and definition of the various components of the 

model. 

Gamer Visits  

This measure is used to specify the number of patron trips to a gaming market, where an individual 

can make any number of separate visits in the course of a year.  In order to estimate the gamer 

visits, market penetration rates, made up of the separate measures of propensity and frequency, are 

applied to the adult population in each zip code.  A gamer visit can include more than one visit to 

a casino.  

Net Gaming Revenue (or Net Win)  

Net Gaming Revenue (NGR) or Net Win in this report refers to amount wagered (for example, 

coin-in to a machine) minus prizes awarded (or Gross Gaming Revenue) minus the value of 

redeemed free play credits.  The main existing casino jurisdictions in the Virginia region 

(Maryland, Pennsylvania and West Virginia) allow free play credits to be subtracted before gaming 

taxes are applied, and therefore public reporting of gaming revenue shows NGR, which has been 

utilized in the model calibration.  In other markets, such as Illinois and Iowa, free play is taxed and 

the public reporting shows Gross Gaming Revenue.   

Propensity  

Propensity measures the percentage of adults who will participate in casino gaming within the zip 

code.  This varies based upon a number of factors, which includes the number of gaming venues, 

their type (i.e. landbased versus cruising riverboat versus dockside riverboat), games permitted, 

availability of other entertainment and leisure options, and most importantly distance from a 

gaming venue.  After proximity, age and income are the most influential factors in propensity, 

with 35 and older having higher propensity.  Surveys conducted by the American Gaming 

Association have shown that gamers have higher-than-average income.  Propensity is fairly 

consistent among racial and ethnic groups although people of Asian origin tend to prefer table 

gaming.  Propensity in the inner market areas from 0-50 miles can vary between the low thirty per 

cent range in a single casino market to the upper forty percent range, or more in a market like Las 

Vegas, for multiple casinos with a well-developed array of amenities. 

 

Demographic variability is adjusted at the zip code level with the MPI score as discussed below.  

The propensity rates shown in this report reflect drive-time proximity and other supply issues (such 
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as games permittedðfor example, in Scenario 1, gaming is limited to HHR machinesðand 

capacity constraints).   

Frequency  

This measures the average number of visits that an adult will make annually to casinos in the 

subject market.  Frequency is a function of annual gaming budget as indicated by income 

variations, the number of venues in the market, the type of gaming facility and most importantly 

distance from a gaming venue. 

MPI (Market Potential Index)  

Propensity also varies as a function of each marketôs average market potential index (MPI) score. 

MPI scores are generated by Simmons Survey, a respected consumer research firm that conducts 

a nationwide survey of consumer behavior, including propensity to gamble at a casino.  This score 

is an indication of the degree of likelihood that a person will participate in gaming based upon 

their lifestyle type.  The MPI score inflates or discounts the participation rate of each zip code.  

For example, if a market area has an overall participation rate of 4.0 (propensity of 40% times 

frequency of 10), an MPI score of 120 for a particular zip code would effectively inflate the 

participation rate of that zip code to 4.8 (4.0 times 120%).  The overall MPI score for the market 

area is a weighted average of all the zip codes within the area. 

Win per Visit  

Win per visit varies not only by gaming jurisdiction, but also in some cases by individual facilities.  

Normatively, win per visit is a function of distance and income.  Gamers traveling greater distances 

tend to spend more per visit, typically making fewer gamer visits on average.    

Attraction Factors  

Attraction factors measure the relative attraction of one gaming venue in relation to others in the 

market.  Attraction factors are applied to the size of the gaming venue as measured by the number 

of positions it has in the market.  Positions are defined as the number of gaming machines plus the 

number of seats at gaming tables.  A normative attraction factor would be one.  When this is applied 

to the number of positions in a gaming venue there is no change in the size of the gaming venue 

as calculated by the model and hence its attraction to potential patrons.  A value of less than one 

adjusts the size of the gaming venue downwards and conversely a value greater than one indicates 

that the gaming venue has characteristics that make it more attractive.  Attraction factors can be 

based on a number of components including branding, the level and effectiveness of marketing 

efforts, and the level of quality and amenities of a facility.  Attraction factors are also adjusted to 

model the presence of natural and man-made boundaries which impact ease of access and 

convenience of travel in the market area.   

 

The sensitivity of the model to changes in these factors is not in the nature of a direct 

multiplication.  For example, a doubling of the attraction factor will not lead to a doubling of the 

gamer visits attracted to the site.  It will however cause a doubling of the attractive power of the 

gaming venue, which is then translated via non-linear equations into an increase in the number of 

gamer visits attracted to the gaming venue.  This is based upon the location, size and number of 

competing gaming venues and their relationship to the market area to which the equation is applied.  

The variation of these factors is based upon The Innovation Groupôs experience in developing and 
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applying these models, and consideration of the existing visitation and revenues.  The latter 

represents the calibration of the model and has been accomplished by adjusting attraction factors 

to force the model to recreate the existing revenues and patron counts.  In this case attraction 

factors have been adjusted for each casino for each market area.  This is based upon known 

visitation patterns. 

Out -of-Market Visitation and Revenue  

In addition to the local market revenue generated through the gravity model, casinos generate 

visitation and revenue from gamers from outside of a defined local market area. This out-of-market 

gaming demand represents visits driven by reasons other than proximity of permanent residence, 

such as traffic intercept, tourism, visiting friends and family, seasonal residence, and variety of 

gaming experience.  This typically ranges between 4% and 10% of a casinoôs revenue depending 

upon location and the strength of the tourism market relative to the size of the local population.   

 

Market Carve -out  
Virginiaôs expanded gaming market has been carved into 36 distinct market areas, from which 

different participation rates may be expected depending on the level and location of competition 

that is present in the market currently and in the future.  The following table and map show the 

market areas and their respective adult population (21 and over) and average household income. 
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Table 14: Market Area Demographics 

 
Adult Pop 

2019 
Adult Pop 

2024 
CAGR 

2019-2024 
Average 
HHI 2019 

Average HHI 
2024 

CAGR 
2019-2024 

1 - Bristol Primary 52,943 53,611 0.3% $64,504 $68,149 1.1% 

2 - Bristol Primary TN 142,000 146,514 0.6% $65,258 $69,601 1.3% 

3 - Bristol Secondary TN 791,008 824,980 0.8% $62,764 $68,991 1.9% 

4 - Bristol Secondary NC 463,354 486,949 1.0% $66,640 $74,585 2.3% 

5 - Bristol Secondary 180,257 178,157 -0.2% $52,667 $54,355 0.6% 

6 - Blacksburg-Wytheville 192,992 198,819 0.6% $69,519 $76,706 2.0% 

7 - Roanoke 230,541 237,283 0.6% $72,297 $76,172 1.0% 

8 - Lynchburg 160,702 166,833 0.8% $69,723 $74,071 1.2% 

9 - Southside Secondary West 54,423 55,198 0.3% $60,760 $66,295 1.8% 

10 - Southside Primary 107,053 107,041 0.0% $58,017 $63,832 1.9% 

11 - Southside Primary NC 78,601 79,843 0.3% $52,803 $56,056 1.2% 

12 - Winston-Salem NC 1,540,174 1,637,102 1.2% $78,470 $87,405 2.2% 

13 - Raleigh-Durham NC 1,809,372 1,956,990 1.6% $91,363 $101,842 2.2% 

14 - Southside Secondary East 59,357 59,668 0.1% $58,147 $63,276 1.7% 

15 - Lynchburg East 55,950 56,628 0.2% $59,885 $65,182 1.7% 

16 - Greenbrier WV 113,872 111,445 -0.4% $54,027 $56,459 0.9% 

17 - Shenandoah Valley South 162,267 166,549 0.5% $69,169 $73,465 1.2% 

18 - Shenandoah Valley North 218,205 229,498 1.0% $80,020 $88,415 2.0% 

19 - Charlottesville 188,794 198,607 1.0% $96,483 $103,407 1.4% 

20 - Richmond West 76,337 79,497 0.8% $85,812 $90,472 1.1% 

21 - Richmond Primary 848,949 895,703 1.1% $94,220 $102,814 1.8% 

22 - Richmond South 90,809 90,995 0.0% $62,007 $66,776 1.5% 

23 - Northeastern NC 333,788 339,082 0.3% $60,976 $65,948 1.6% 

24 - Hampton Roads Primary 903,688 928,602 0.5% $87,027 $96,263 2.0% 

25 - Northampton 33,319 33,308 0.0% $60,690 $64,213 1.1% 

26 - Hampton Roads Secondary 253,747 260,649 0.5% $86,747 $94,025 1.6% 

27 - Richmond East 146,087 152,715 0.9% $98,096 $106,839 1.7% 

28 - Richmond North 199,370 210,268 1.1% $99,076 $108,296 1.8% 

29 - Northern VA Secondary 442,337 477,582 1.5% $133,824 $142,956 1.3% 

30 - Northern VA Primary 1,645,233 1,742,226 1.2% $160,724 $170,004 1.1% 

31 - US Capital Region 2,012,324 2,111,071 1.0% $131,277 $141,998 1.6% 

32 - Maryland South 401,821 422,578 1.0% $129,023 $139,144 1.5% 

33 - Maryland East 183,443 188,757 0.6% $97,204 $105,769 1.7% 

34 - Baltimore 1,925,148 1,981,209 0.6% $111,346 $124,929 2.3% 

35 - Charles Town 444,209 465,292 0.9% $96,486 $105,745 1.8% 

36 - Pennsylvania South 549,525 563,423 0.5% $82,274 $90,651 2.0% 

Total 17,091,999 17,894,672 0.9% $100,214 $109,544 1.8% 

Virginia State Total 6,303,830 6,579,859 0.9% $105,163 $113,367 1.5% 

National 241,443,147 251,847,827 0.8% $89,646 $98,974 2.0% 

            Source: iXPRESS, Nielsen Claritas, Inc.; MapInfo: The Innovation Group; CAGR=Compound Annual Growth Rate 
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Figure 1: Virginia Market Area Definitions and 2-Hour* Drivetime Ring (*from a VA HHR or potential casino location) 
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Model Calibration  
The gravity model was calibrated for 2018-2019 using publicly reported data from state gaming 

commissions. Competitive casinos were input into the model as discussed in the Competitive 

Environment section above.  The following table shows the rates for propensity, frequency, and 

win per visit by market area that were used to re-create the actual conditions in the Base 2018-

2019 model.  Win has been varied based on differences between market areas in average household 

income and travel time.   These gaming visits and revenues reflect the total gaming revenue from 

the defined market area in the last 12 months.   

 

As discussed above in the Methodology section, gaming revenue is shown as Net Gaming Revenue 

(NGR, or net of free play promotional credits) consistent with public reporting in Maryland, 

Pennsylvania and West Virginia.    

 

Table 15 shows the results of the calibration model, which is based on the existing casino 

competition in the broad region as discussed in the Competitive Environment chapter above and 

the NGR generated in the twelve-month period of April 2018 through March 2019, which was the 

latest month available at the time the analysis was being set up.  As such, it reflects conditions 

prior to any gaming in Virginia and excludes the Virginia HHR facilities (Rosieôs) that have 

recently opened.  It represents gaming spend by residents of the defined market areas at existing 

casinos discussed in the Competitive Environment chapter. 
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 Table 15: Local Market Gravity Model Calibration Base LTMs thru March 2019 

 Gamer Pop Propensity Frequency MPI  Visits WPV NGR (MMs) 

1 - Bristol Primary 52,943 10.3% 1.1 79 4,711 $88 $0.4  

2 - Bristol Primary TN 142,000 12.8% 1.7 83 25,957 $88 $2.3  

3 - Bristol Secondary TN 791,008 24.3% 4.2 84 668,192 $82 $55.0  

4 - Bristol Secondary NC 463,354 21.6% 3.3 83 269,138 $86 $23.1  

5 - Bristol Secondary 180,257 9.2% 0.9 70 10,072 $83 $0.8  

6 - Blacksburg-Wytheville 192,992 12.8% 2.1 82 43,401 $90 $3.9  

7 - Roanoke 230,541 20.6% 4.5 91 195,924 $87 $17.1  

8 - Lynchburg 160,702 15.7% 2.6 88 57,617 $89 $5.1  

9 - Southside Secondary West 54,423 13.6% 1.9 74 10,588 $86 $0.9  

10 - Southside Primary 107,053 4.0% 0.2 77 539 $86 $0.0  

11 - Southside Primary NC 78,601 4.7% 0.2 75 605 $83 $0.1  

12 - Winston-Salem NC 1,540,174 11.5% 0.9 91 146,336 $96 $14.0  

13 - Raleigh-Durham NC 1,809,372 6.0% 0.2 96 25,557 $103 $2.6  

14 - Southside Secondary East 59,357 5.0% 0.3 71 534 $86 $0.0  

15 - Lynchburg East 55,950 7.6% 0.6 74 1,900 $86 $0.2  

16 - Greenbrier WV 113,872 22.4% 5.3 70 96,148 $77 $7.4  

17 - Shenandoah Valley South 162,267 14.1% 2.6 84 50,881 $89 $4.5  

18 - Shenandoah Valley North 218,205 20.1% 4.3 90 168,249 $92 $15.4  

19 - Charlottesville 188,794 12.9% 1.7 94 40,087 $104 $4.2  

20 - Richmond West 76,337 13.0% 1.8 87 15,339 $99 $1.5  

21 - Richmond Primary 848,949 14.9% 2.3 100 293,987 $102 $30.0  

22 - Richmond South 90,809 9.1% 0.9 75 5,332 $87 $0.5  

23 - Northeastern NC 333,788 5.3% 0.3 78 3,840 $87 $0.3  

24 - Hampton Roads Primary 781,377 8.2% 0.7 110 48,486 $102 $4.9  

25 - Northampton 33,319 18.7% 3.7 69 15,968 $83 $1.3  

26 - Hampton Roads Secondary 376,058 8.8% 0.8 98 25,818 $97 $2.5  

27 - Richmond East 146,087 11.3% 1.3 91 20,106 $105 $2.1  

28 - Richmond North 199,370 18.4% 3.6 97 126,398 $102 $12.9  

29 - Northern VA Secondary 442,337 21.7% 5.0 106 512,298 $116 $59.2  

30 - Northern VA Primary 1,645,233 24.2% 7.9 110 3,442,890 $121 $416.1  

31 - US Capital Region 2,012,324 30.0% 9.7 110 6,436,889 $99 $640.0  

32 - Maryland South 401,821 24.7% 6.5 106 685,839 $109 $74.8  

33 - Maryland East 183,443 28.5% 8.3 94 410,238 $89 $36.6  

34 - Baltimore 1,925,148 30.4% 9.9 112 6,468,294 $90 $584.7  

35 - Charles Town 444,209 26.7% 7.6 98 885,799 $91 $80.7  

36 - Pennsylvania South 549,525 22.5% 5.4 96 642,057 $90 $58.0  

Total 17,091,999       21,856,012 $99  $2,163.3  

        Source: The Innovation Group; WPV=Casino Win per Visit; NGR=Net Gaming Revenue; LTM = Last 12 Months 

 

 

Forecast Scenarios  
The impact of potential casino development is measured on a future baseline year of 2025, which 

is estimated to be the first stabilized year of casino operation and the second full year of operation, 

given the following assumptions for development timeline:  

 

¶ November 2020: Casino Ballot Initiatives 
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¶ 2021: Casino Licensing Process 

¶ 2022-2023: Construction of Casino Facilities 

¶ 2024: Opening of Casino Facilities 

 

The Innovation Group conducted assessments for the following scenarios: 

 

1. Scenario 1: HHR Benchmark (five facilities totaling 2,850 machines, as discussed below). 

HHR has been approved by the Commonwealth (and implemented at three locations 

already), and HHR is therefore an assumed competitor in all scenarios. 

2. Scenario 2: Baseline Casino Development (five casinos as mentioned in the current 

legislation: Bristol, Danville, Norfolk, Portsmouth and Richmond) competing with the 

HHR facilities. 

3. Scenario 2a: North Carolina and Tennessee Sensitivity Analysis (testing the impact of 

hypothetical new casino development in these two states on Bristol and Danville). 

4. Scenario 3: Northern Virginia (NOVA) alternative.  This scenario adds a casino in NOVA 

to the Scenario 2 assumptions.  

 

We have utilized realistically conservative assumptions throughout the modeling process.  For the 

gravity modeling we assumed a mid-range gaming tax of 27%, and to simplify the analysis we 

have assumed a blended rate.  Many statesðincluding in the mid-Atlantic regionðhave higher 

tax rates for slot machines than for tables, in recognition of the higher labor expense needed for 

the operation of table games. However, the 27 percent blended rate is competitive with the actual 

blended rate experienced in other mid-Atlantic states. 

 

Scenario 1: HHR Benchmark Forecast   
The first step in the analysis is to create a Benchmark model for 2025 using projected population 

and income growth and modeling for the implementation of Historical Horse Racing (HHR) 

facilities.  HHR wagering has already been approved by the Commonwealth and three facilities 

were in operation as of July 1, 2019.   

 

The HHR modeling was started in April 2019 and thus includes only those facilities that had been 

proposed at that point; moreover, the modeling did not have the benefit of any early HHR results.  

The following facilities and their respective number of HHR machines were assumed to be 

operating by 2025:   

 

¶ Colonial Downs 600 

¶ Vinton 150 

¶ South Richmond 700 

¶ Chesapeake 700 

¶ Hampton 700 

 

Subsequent to the completion of the modeling, additional proposals emerged for HHR facilities 

near Danville in the south and Dumfries in the north.  These two have not been included in the 

analysis. 
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Table 16 shows the inputs and total market results of the Benchmark HHR forecast for 2025.  The 

addition of HHR facilities could be expected to increase propensity and frequency in market areas 

7, 8, 9, 15, 21, 26 and 27. Of the $2.6 billion total market, the HHR facilities are estimated to 

capture nearly $300 million, as shown in Table 17. 

 

 
Table 16: Total Market Gravity Model Forecast 2025: Scenario 1 (Virginia HHRs) 

 
Gamer 

Pop. Propensity Frequency MPI 
Gaming 

Visits WPV 
NGR 

($MMs) 

1 - Bristol Primary 53,746 10.3% 1.1 79 4,781 $91 $0.4  

2 - Bristol Primary TN 147,436 12.8% 1.7 83 26,966 $90 $2.4  

3 - Bristol Secondary TN 831,979 24.3% 4.2 84 703,800 $84 $59.4  

4 - Bristol Secondary NC 491,835 21.6% 3.3 83 286,156 $88 $25.2  

5 - Bristol Secondary 177,744 9.2% 0.9 70 9,935 $85 $0.8  

6 - Blacksburg-Wytheville 200,017 12.8% 2.1 82 45,066 $92 $4.2  

7 - Roanoke 238,660 20.7% 6.3 91 285,597 $87 $24.9  

8 - Lynchburg 168,099 16.1% 3.2 89 76,636 $91 $7.0  

9 - Southside Secondary West 55,356 14.1% 2.7 74 15,859 $87 $1.4  

10 - Southside Primary 107,040 4.0% 0.2 77 546 $88 $0.0  

11 - Southside Primary NC 80,094 4.7% 0.2 75 617 $85 $0.1  

12 - Winston-Salem NC 1,657,361 11.5% 0.9 91 157,996 $98 $15.4  

13 - Raleigh-Durham NC 1,988,090 6.0% 0.2 96 28,157 $105 $3.0  

14 - Southside Secondary East 59,732 5.0% 0.5 71 1,039 $88 $0.1  

15 - Lynchburg East 56,766 7.7% 0.8 74 2,476 $89 $0.2  

16 - Greenbrier WV 110,977 22.4% 5.3 71 93,780 $79 $7.4  

17 - Shenandoah Valley South 167,425 14.1% 2.6 84 52,547 $91 $4.8  

18 - Shenandoah Valley North 231,837 20.1% 4.3 90 179,003 $94 $16.8  

19 - Charlottesville 200,636 12.9% 1.8 94 44,314 $106 $4.7  

20 - Richmond West 80,146 13.0% 3.5 87 31,716 $99 $3.1  

21 - Richmond Primary 905,429 15.6% 10.0 101 1,416,696 $96 $135.5  

22 - Richmond South 91,036 9.1% 4.4 75 27,194 $88 $2.4  

23 - Northeastern NC 340,187 5.3% 0.5 78 6,591 $89 $0.6  

24 - Hampton Roads Primary 810,812 13.1% 9.8 110 1,151,193 $96 $110.1  

25 - Northampton 33,307 18.7% 3.7 69 15,970 $85 $1.4  

26 - Hampton Roads Sec. 385,000 13.0% 9.3 98 456,478 $91 $41.7  

27 - Richmond East 154,092 11.8% 6.1 91 100,998 $103 $10.4  

28 - Richmond North 212,529 18.4% 4.0 97 153,753 $104 $15.9  

29 - Northern VA Secondary 484,994 21.7% 5.0 106 562,359 $118 $66.2  

30 - Northern VA Primary 1,762,426 24.2% 7.9 110 3,690,296 $123 $453.7  

31 - US Capital Region 2,131,491 30.0% 9.7 110 6,817,391 $102 $692.2  

32 - Maryland South 426,878 24.7% 6.5 106 728,959 $111 $81.0  

33 - Maryland East 189,849 28.5% 8.3 94 425,108 $91 $38.8  

34 - Baltimore 1,992,821 30.4% 9.9 111 6,687,619 $92 $618.6  

35 - Charles Town 469,655 26.7% 7.6 98 938,489 $93 $87.5  

36 - Pennsylvania South 566,250 26.3% 7.4 96 1,054,614 $88 $92.4  

Total 18,061,732       26,280,695 $100  $2,629.7  

        Source: The Innovation Group; WPV=Casino Win per Visit; NGR=Net Gaming Revenue 
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The following table shows the Net Gaming Revenue forecast for Scenario 1.  Vinton is projected 

to have the highest WPP (win per position per day) since it is limited to 150 machines and has a 

monopoly in the Roanoke area market.   

 

 
Table 17: Scenario 1 Results 

 

Colonial 
Downs  

South 
Richmond Hampton Chesapeake Vinton Total 

Gravity Model $40,816,928 $82,022,268 $57,968,964 $88,526,471 $20,764,953 $290,099,583 

Out-of-Market $3,265,354 $1,640,445 $1,855,007 $1,770,529 $415,299 $8,946,635 

Total NGR $44,082,282 $83,662,713 $59,823,971 $90,297,000 $21,180,252 $299,046,218 

Positions 600 700 700 700 150 2,850 

WPP $201 $327 $234 $353 $387 $287 

        Source: The Innovation Group; WPP= Win per Position (per day); NGR=Net Gaming Revenue 

 

 

Scenario 2: Baseline Casino Forecast   
The addition of casinos in Bristol, Danville, Norfolk, Portsmouth and Richmond would be 

expected to lead to significant increases in propensity and frequency in nearby market areas.  WPV, 

however, tends to decrease with increased participation rates as more casual gamers enter the 

market and gaming budgets are stretched over more frequent visits.   

 

Table 18 shows the inputs and total market results of the Scenario 2 forecast: 
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Table 18: Total Market Gravity Model Forecast 2025: Scenario 2 (Baseline Casino) 

 
Gamer 

Pop. Propensity Frequency MPI 
Gaming 

Visits WPV 
NGR 

($MMs) 

1 - Bristol Primary 53,746 32.0% 11.0 79 149,293 $70 $10.5  

2 - Bristol Primary TN 147,436 29.7% 9.5 83 346,341 $75 $25.9  

3 - Bristol Secondary TN 831,979 25.8% 4.7 84 842,672 $83 $70.1  

4 - Bristol Secondary NC 491,835 26.0% 4.9 83 517,835 $85 $43.8  

5 - Bristol Secondary 177,744 21.9% 5.1 70 138,015 $79 $10.9  

6 - Blacksburg-Wytheville 200,017 16.0% 2.7 82 70,415 $91 $6.4  

7 - Roanoke 238,660 25.1% 8.5 91 461,571 $82 $37.9  

8 - Lynchburg 168,099 22.4% 5.3 89 177,398 $87 $15.4  

9 - Southside Secondary West 55,356 22.7% 5.5 74 51,159 $82 $4.2  

10 - Southside Primary 107,040 29.1% 9.1 77 216,938 $73 $15.8  

11 - Southside Primary NC 80,094 28.3% 8.6 75 145,358 $72 $10.4  

12 - Winston-Salem NC 1,657,361 16.6% 2.6 91 658,207 $96 $62.9  

13 - Raleigh-Durham NC 1,988,090 17.7% 3.3 96 1,124,281 $101 $113.5  

14 - Southside Secondary East 59,732 22.6% 5.4 71 51,940 $81 $4.2  

15 - Lynchburg East 56,766 15.5% 2.5 74 16,304 $87 $1.4  

16 - Greenbrier WV 110,977 22.4% 5.3 71 93,780 $79 $7.4  

17 - Shenandoah Valley South 167,425 17.7% 3.3 84 82,105 $90 $7.4  

18 - Shenandoah Valley North 231,837 20.1% 4.3 90 179,003 $94 $16.8  

19 - Charlottesville 200,636 17.2% 3.1 94 101,340 $104 $10.5  

20 - Richmond West 80,146 25.1% 6.7 87 117,292 $91 $10.7  

21 - Richmond Primary 905,429 31.6% 10.7 101 3,086,346 $83 $255.7  

22 - Richmond South 91,036 20.9% 4.6 75 65,675 $84 $5.5  

23 - Northeastern NC 340,187 17.2% 3.1 78 144,059 $86 $12.4  

24 - Hampton Roads Primary 810,812 33.3% 12.0 110 3,571,441 $77 $275.7  

25 - Northampton 33,307 18.7% 3.7 69 15,970 $85 $1.4  

26 - Hampton Roads Sec. 385,000 30.2% 9.8 98 1,117,449 $80 $89.5  

27 - Richmond East 154,092 24.5% 6.4 91 221,487 $97 $21.5  

28 - Richmond North 212,529 22.8% 5.5 97 260,451 $100 $26.0  

29 - Northern VA Secondary 484,994 21.7% 5.0 106 562,359 $118 $66.2  

30 - Northern VA Primary 1,762,426 24.2% 7.9 110 3,690,296 $123 $453.7  

31 - US Capital Region 2,131,491 30.0% 9.7 110 6,817,391 $102 $692.2  

32 - Maryland South 426,878 24.7% 6.5 106 728,959 $111 $81.0  

33 - Maryland East 189,849 28.5% 8.3 94 425,108 $91 $38.8  

34 - Baltimore 1,992,821 30.4% 9.9 111 6,687,619 $92 $618.6  

35 - Charles Town 469,655 26.7% 7.6 98 938,489 $93 $87.5  

36 - Pennsylvania South 566,250 26.3% 7.4 96 1,054,614 $88 $92.4  

Total 18,061,732       34,928,961 $95  $3,304.3  

        Source: The Innovation Group; WPV=Casino Win per Visit; NGR=Net Gaming Revenue 

 

 

Table 19 shows the Net Gaming Revenue forecast for Scenario 2 in thousands of dollars.  

Richmond is projected to have the highest NGR potential at nearly $300 million.  Norfolk and 

Portsmouth split approximately $350 million in total revenue potential for the Hampton Roads 

region. 
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Table 19: Scenario 2 NGR 2025 Results by Property and Market Area (000s) 

 Bristol Danville Richmond Norfolk Portsmouth NOVA 

1 - Bristol Primary $10,349 $43 $0.2 $0 $0 $0 

2 - Bristol Primary TN $24,334 $240 $1 $0 $0 $0 

3 - Bristol Secondary TN $27,702 $2,059 $13 $0 $0 $0 

4 - Bristol Secondary NC $16,378 $2,338 $10 $0 $0 $0 

5 - Bristol Secondary $9,358 $693 $18 $0 $0 $0 

6 - Blacksburg-Wytheville $2,868 $1,967 $333 $3 $3 $0 

7 - Roanoke $4,977 $9,403 $2,602 $122 $121 $0 

8 - Lynchburg $1,874 $6,848 $3,454 $145 $143 $0 

9 - Southside Secondary West $466 $2,468 $255 $119 $121 $0 

10 - Southside Primary $55 $15,638 $35 $14 $15 $0 

11 - Southside Primary NC $68 $10,230 $45 $19 $20 $0 

12 - Winston-Salem NC $9,824 $27,717 $5,564 $3,053 $3,083 $0 

13 - Raleigh-Durham NC $2,165 $91,380 $9,369 $3,872 $3,954 $0 

14 - Southside Secondary East $110 $3,268 $434 $157 $159 $0 

15 - Lynchburg East $78 $398 $640 $144 $143 $0 

16 - Greenbrier WV $1,793 $697 $422 $194 $192 $0 

17 - Shenandoah Valley South $458 $874 $1,889 $500 $493 $0 

18 - Shenandoah Valley North $0 $589 $1,668 $510 $503 $0 

19 - Charlottesville $0 $847 $4,978 $938 $922 $0 

20 - Richmond West $0 $384 $6,781 $640 $626 $0 

21 - Richmond Primary $0 $219 $186,869 $6,319 $6,191 $0 

22 - Richmond South $0 $523 $2,667 $732 $754 $0 

23 - Northeastern NC $0 $813 $3,276 $3,858 $3,944 $0 

24 - Hampton Roads Primary $0 $3 $2,232 $121,410 $105,144 $0 

25 - Northampton $0 $0 $97 $315 $303 $0 

26 - Hampton Roads Secondary $0 $4 $3,988 $24,640 $24,306 $0 

27 - Richmond East $0 $4 $6,238 $4,589 $4,377 $0 

28 - Richmond North $0 $0 $9,555 $816 $798 $0 

29 - Northern VA Secondary $0 $0 $5,223 $978 $961 $0 

30 - Northern VA Primary $0 $0 $14,764 $0 $0 $0 

31 - US Capital Region $0 $0 $2,962 $0 $0 $0 

32 - Maryland South $0 $0 $3,069 $0 $0 $0 

33 - Maryland East $0 $0 $31 $0 $0 $0 

34 - Baltimore $0 $0 $764 $0 $0 $0 

35 - Charles Town $0 $0 $97 $0 $0 $0 

36 - Pennsylvania South $0 $0 $76 $0 $0 $0 

Gravity Model subtotal $112,855 $179,647 $280,420 $174,088 $157,276 $0 

Out-of-Market $16,928 $10,779 $16,825 $10,445 $9,437 $0 

Total NGR $129,783 $190,426 $297,245 $184,533 $166,713 $0 

        Source: The Innovation Group; NGR=Net Gaming Revenue; Note: Assumes 27% blended tax rate. 

 

 

Table 20 shows the Net Gaming Revenue forecast for the HHR facilities in Scenario 2.  Vinton is 

projected to have the lowest impact since it is limited to 150 machines and is more insulated from 

casino competition, whereas the other four HHR facilities all would have market overlap with 

casinos.   
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Table 20: Scenario 2 Results for HHR Facilities 2025 

 

Colonial 
Downs  

South 
Richmond Hampton Chesapeake Vinton Total 

Gravity Model $20,827,132 $36,746,858 $38,543,610 $44,083,217 $18,847,477 $159,048,294 

Out-of-Market $2,612,283 $984,267 $1,113,004 $1,062,318 $249,179 $6,021,052 

Total NGR $23,439,415 $37,731,125 $39,656,614 $45,145,535 $19,096,656 $165,069,346 

Positions 600 700 700 700 150 2,850 

WPP $107 $148 $155 $177 $349 $159 

        Source: The Innovation Group; WPP= Win per Position (per day); NGR=Net Gaming Revenue 

 

 

Scenario 2a: Hypothetical North Carolina and Tennessee 
Impact   
Given the heavy reliance by Bristol and Danville on feeder markets in northern North Carolina 

and northeastern Tennessee, we have assessed what impact gaming development in those areas 

would have on the two Virginia locations.  It should be stressed that there are no current proposals 

in either state that match the Hypothetical North Carolina or Knoxville location assumption.     

 

Danville has the greatest sensitivity to out-of-state gaming development, and a casino in the 

Winston-Salem/Durham corridor would be expected to result in a 38.4% decline in revenue.  

Casino development in Knoxville is projected to result in a nearly 15% decline in revenue at 

Bristol, as shown in Table 21.   
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Table 21: Scenario 2a Results for Bristol & Danville and Comparison with Scenario 2 (000s) 

 Bristol Impact % Impact Danville Impact % Impact 

1 - Bristol Primary $10,231.3 -$117.3 -1.1% $41 -$1.0 -2.5% 

2 - Bristol Primary TN $22,808.2 -$1,526.1 -6.3% $220 -$20.4 -8.5% 

3 - Bristol Secondary TN $21,014.8 -$6,687.0 -24.1% $1,537 -$521.6 -25.3% 

4 - Bristol Secondary NC $13,487.1 -$2,890.9 -17.7% $1,895 -$443.1 -19.0% 

5 - Bristol Secondary $8,452.4 -$905.3 -9.7% $616 -$76.4 -11.0% 

6 - Blacksburg-Wytheville $2,451.3 -$416.7 -14.5% $1,672 -$294.5 -15.0% 

7 - Roanoke $4,843.4 -$133.6 -2.7% $9,145 -$257.9 -2.7% 

8 - Lynchburg $1,765.4 -$108.7 -5.8% $6,450 -$398.7 -5.8% 

9 - Southside Secondary West $348.2 -$118.1 -25.3% $1,878 -$590.6 -23.9% 

10 - Southside Primary $49.6 -$5.5 -10.0% $15,045 -$592.8 -3.8% 

11 - Southside Primary NC $47.8 -$19.8 -29.3% $8,078 -$2,151.2 -21.0% 

12 - Winston-Salem NC $7,150.4 -$2,673.5 -27.2% $15,871 -$11,846.0 -42.7% 

13 - Raleigh-Durham NC $1,070.4 -$1,094.2 -50.6% $40,417 -$50,963.0 -55.8% 

14 - Southside Secondary East $88.4 -$21.4 -19.5% $2,655 -$613.7 -18.8% 

15 - Lynchburg East $64.1 -$13.6 -17.5% $325 -$73.1 -18.4% 

16 - Greenbrier WV $1,790.5 -$2.7 -0.2% $696 -$1.0 -0.1% 

17 - Shenandoah Valley South $457.1 -$0.5 -0.1% $873 -$0.9 -0.1% 

18 - Shenandoah Valley North $0.0 $0.0 0.0% $589 $0.0 0.0% 

19 - Charlottesville $0.0 $0.0 0.0% $847 $0.0 0.0% 

20 - Richmond West $0.0 $0.0 0.0% $375 -$9.0 -2.4% 

21 - Richmond Primary $0.0 $0.0 0.0% $219 -$0.5 -0.2% 

22 - Richmond South $0.0 $0.0 0.0% $432 -$91.6 -17.5% 

23 - Northeastern NC $0.0 $0.0 0.0% $695 -$118.1 -14.5% 

24 - Hampton Roads Primary $0.0 $0.0 0.0% $3 $0.0 0.0% 

25 - Northampton $0.0 $0.0 0.0% $0 $0.0 0.0% 

26 - Hampton Roads Secondary $0.0 $0.0 0.0% $4 $0.0 0.0% 

27 - Richmond East $0.0 $0.0 0.0% $4 $0.0 0.0% 

28 - Richmond North $0.0 $0.0 0.0% $0 $0.0 0.0% 

29 - Northern VA Secondary $0.0 $0.0 0.0% $0 $0.0 0.0% 

30 - Northern VA Primary $0.0 $0.0 0.0% $0 $0.0 0.0% 

31 - US Capital Region $0.0 $0.0 0.0% $0 $0.0 0.0% 

32 - Maryland South $0.0 $0.0 0.0% $0 $0.0 0.0% 

33 - Maryland East $0.0 $0.0 0.0% $0 $0.0 0.0% 

34 - Baltimore $0.0 $0.0 0.0% $0 $0.0 0.0% 

35 - Charles Town $0.0 $0.0 0.0% $0 $0.0 0.0% 

36 - Pennsylvania South $0.0 $0.0 0.0% $0 $0.0 0.0% 

Gravity Model Total $96,120.4 -$16,734.7 -14.8% $110,582 -$69,065.4 -38.4% 

        Source: The Innovation Group 

 

Scenario 3: Casino Forecast with NOVA   
Table 22 shows the inputs and total market results of the Scenario 3 forecast, adding a casino in 

the Northern Virginia market: 
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Table 22: Total Market Gravity Model Forecast 2025: Scenario 3 (NOVA) 

 
Gamer 

Pop. Propensity Frequency MPI 
Gaming 

Visits WPV NGR ($M) 

1 - Bristol Primary 53,746 32.0% 11.0 79 149,293 $70 $10.5  

2 - Bristol Primary TN 147,436 29.7% 9.5 83 346,341 $75 $25.9  

3 - Bristol Secondary TN 831,979 25.8% 4.7 84 842,672 $83 $70.1  

4 - Bristol Secondary NC 491,835 26.0% 4.9 83 517,835 $85 $43.8  

5 - Bristol Secondary 177,744 21.9% 5.1 70 138,015 $79 $10.9  

6 - Blacksburg-Wytheville 200,017 16.0% 2.7 82 70,415 $91 $6.4  

7 - Roanoke 238,660 25.1% 8.5 91 461,571 $82 $37.9  

8 - Lynchburg 168,099 22.4% 5.3 89 177,398 $87 $15.4  

9 - Southside Secondary West 55,356 22.7% 5.5 74 51,159 $82 $4.2  

10 - Southside Primary 107,040 29.1% 9.1 77 216,938 $73 $15.8  

11 - Southside Primary NC 80,094 28.3% 8.6 75 145,358 $72 $10.4  

12 - Winston-Salem NC 1,657,361 16.6% 2.6 91 658,207 $96 $62.9  

13 - Raleigh-Durham NC 1,988,090 17.7% 3.3 96 1,124,281 $101 $113.5  

14 - Southside Secondary East 59,732 22.6% 5.4 71 51,940 $81 $4.2  

15 - Lynchburg East 56,766 15.5% 2.5 74 16,304 $87 $1.4  

16 - Greenbrier WV 110,977 22.4% 5.3 71 93,780 $79 $7.4  

17 - Shenandoah Valley South 167,425 17.7% 3.3 84 82,105 $90 $7.4  

18 - Shenandoah Valley North 231,837 20.1% 4.3 90 179,003 $94 $16.8  

19 - Charlottesville 200,636 17.2% 3.1 94 101,340 $104 $10.5  

20 - Richmond West 80,146 25.1% 6.7 87 117,292 $91 $10.7  

21 - Richmond Primary 905,429 31.6% 10.7 101 3,086,346 $83 $255.7  

22 - Richmond South 91,036 20.9% 4.6 75 65,675 $84 $5.5  

23 - Northeastern NC 340,187 17.2% 3.1 78 144,059 $86 $12.4  

24 - Hampton Roads Primary 810,812 33.3% 12.0 110 3,571,441 $77 $275.7  

25 - Northampton 33,307 18.7% 3.7 69 15,970 $85 $1.4  

26 - Hampton Roads Sec. 385,000 30.2% 9.8 98 1,117,449 $80 $89.5  

27 - Richmond East 154,092 24.5% 6.4 91 221,487 $97 $21.5  

28 - Richmond North 212,529 22.8% 5.5 97 260,451 $100 $26.0  

29 - Northern VA Secondary 484,994 23.5% 6.2 106 751,300 $115 $86.1  

30 - Northern VA Primary 1,762,426 30.7% 10.1 110 6,013,833 $112 $672.9  

31 - US Capital Region 2,131,491 30.0% 9.7 110 6,817,391 $102 $692.2  

32 - Maryland South 426,878 24.7% 6.5 106 728,959 $111 $81.0  

33 - Maryland East 189,849 28.5% 8.3 94 425,108 $91 $38.8  

34 - Baltimore 1,992,821 30.4% 9.9 111 6,687,619 $92 $618.6  

35 - Charles Town 469,655 26.7% 7.6 98 938,489 $93 $87.5  

36 - Pennsylvania South 566,250 26.3% 7.4 96 1,054,614 $88 $92.4  

Total 18,061,732       37,441,439 $95  $3,543.5  

        Source: The Innovation Group; WPV=Casino Win per Visit; NGR=Net Gaming Revenue 

 

 

Table 23 shows the Net Gaming Revenue forecast for Scenario 3 in thousands of dollars. The 

addition of a casino in Northern Virginia is expected to have minimal impact on the other Virginia 

facilities compared to Scenario 2 results while generating significantly more revenue statewide.  

Richmond has the greatest market overlap with NOVA and is projected to generate 5.5% less 

NGR.   
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Table 23: Scenario 3 NGR Results by Property and Market Area (000s) 

 Bristol Danville Richmond Norfolk Portsmouth NOVA 

1 - Bristol Primary $10,349 $43 $0 $0 $0 $0 

2 - Bristol Primary TN $24,334 $240 $1 $0 $0 $0 

3 - Bristol Secondary TN $27,702 $2,059 $13 $0 $0 $0 

4 - Bristol Secondary NC $16,378 $2,338 $10 $0 $0 $0 

5 - Bristol Secondary $9,358 $693 $18 $0 $0 $0 

6 - Blacksburg-Wytheville $2,868 $1,967 $333 $3 $3 $0 

7 - Roanoke $4,973 $9,396 $2,600 $122 $121 $25 

8 - Lynchburg $1,871 $6,838 $3,449 $144 $143 $25 

9 - Southside Secondary West $466 $2,468 $255 $119 $121 $0 

10 - Southside Primary $55 $15,638 $35 $14 $15 $0 

11 - Southside Primary NC $68 $10,230 $45 $19 $20 $0 

12 - Winston-Salem NC $9,824 $27,717 $5,564 $3,053 $3,083 $0 

13 - Raleigh-Durham NC $2,165 $91,380 $9,369 $3,872 $3,954 $0 

14 - Southside Secondary East $110 $3,268 $434 $157 $159 $0 

15 - Lynchburg East $78 $397 $639 $144 $142 $2 

16 - Greenbrier WV $1,792 $697 $422 $194 $192 $4 

17 - Shenandoah Valley South $384 $734 $1,563 $415 $409 $1,223 

18 - Shenandoah Valley North $0 $453 $1,283 $392 $387 $3,480 

19 - Charlottesville $0 $677 $3,974 $745 $732 $2,181 

20 - Richmond West $0 $341 $6,109 $567 $555 $1,110 

21 - Richmond Primary $0 $210 $181,740 $6,059 $5,935 $7,393 

22 - Richmond South $0 $478 $2,473 $679 $699 $411 

23 - Northeastern NC $0 $813 $3,276 $3,858 $3,944 $0 

24 - Hampton Roads Primary $0 $3 $2,232 $121,407 $105,141 $8 

25 - Northampton $0 $0 $97 $315 $303 $1 

26 - Hampton Roads Secondary $0 $4 $3,987 $24,637 $24,303 $10 

27 - Richmond East $0 $4 $5,839 $4,309 $4,109 $1,304 

28 - Richmond North $0 $0 $8,125 $692 $676 $4,181 

29 - Northern VA Secondary $0 $0 $4,797 $894 $878 $26,279 

30 - Northern VA Primary $0 $0 $10,597 $0 $0 $314,525 

31 - US Capital Region $0 $0 $2,280 $0 $0 $143,840 

32 - Maryland South $0 $0 $2,574 $0 $0 $11,130 

33 - Maryland East $0 $0 $30 $0 $0 $1,395 

34 - Baltimore $0 $0 $709 $0 $0 $34,940 

35 - Charles Town $0 $0 $88 $0 $0 $6,799 

36 - Pennsylvania South $0 $0 $72 $0 $0 $3,356 

Gravity Model subtotal $112,774 $179,086 $265,031 $172,810 $156,025 $563,622 

Out-of-Market $16,916 $10,745 $15,902 $10,369 $9,361 $30,999 

Total NGR $129,690 $189,831 $280,933 $183,178 $165,386 $594,621 

% Change over Scenario 2 -0.1% -0.3% -5.5% -0.7% -0.8% -0.1% 

        Source: The Innovation Group; NGR=Net Gaming Revenue 

 

 

The HHR facilities assessed in this analysis are expected to be only marginally affected by a 

NOVA casino.   
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Summary NGR Results and Tax Sensitivity Analysis  
In this section we summarize and compare the results of the gravity modeling.  In addition, the 

Innovation Group assessed the impact of low and high gaming tax assumptions on gaming revenue 

and return-on-investment (ROI).  For the low tax assumption, we utilized a rate of 12%, which is 

consistent with unlimited-license jurisdictions like Mississippi and Atlantic City.  For the high tax 

assumption, we utilized a rate of 40%, which is consistent with regional limited-license 

jurisdictions like Maryland, Pennsylvania and West Virginia.  There may be decisions by 

individual operators that could lead to greater variance between tax rates, such as more aggressive 

marketing spend in the lower tax rate scenarios.  However, to stay consistent with the ñrealistically 

conservativeò premise of the modeling, we have based NGR variances on moderate capital and 

operating responses decisions by operators. 

 

Table 24 and Table 25 on the following pages summarize the results of the gaming revenue forecast 

under the three tax scenarios.  The following are the key takeaways: 

 

¶ Richmond and the Richmond-area HHR facilities would be the most heavily impacted by 

a NOVA casino, although the impact is low, at 3.2% to 5.5%.  NOVA would not materially 

affect the other casino locations or HHR facilities.   

¶ The net statewide gain in NGR from adding a NOVA casino is approximately 50%, or 

more than $570 million.   

¶ The locations most heavily reliant upon distant feeder marketsðBristol and Danvilleð

would benefit the most by a low tax rate, since it would allow them to develop larger hotels 

and other amenities to attract gamers from outside their respective primary local market 

areas. 

¶ The other locations have large primary local market areas (within 30 minutes) that would 

be less sensitive to differences in tax rates.   

¶ Of the Scenario 2 locations, Richmond has the largest primary market and thus shows the 

least sensitivity to changes in tax rates.  The difference in NGR between the 27% and 40% 

rates is marginal, at just 1.5%.   

¶ At a 12% tax rate, NOVA would be expected to have more hotel rooms and a slightly larger 

NGR potential. However, we would not expect any material difference in the building 

program or revenue between a 27% and 40% rate.  A 27% would just allow the operation 

to retain more profit. 

¶ HHR facilities would be slightly more impacted by a 12% tax rate than a 27% rate at the 

casinos since the casinos would be able to increase amenity development and be slightly 

more attractive to local gamers.  However, we would not anticipate any material difference 

in HHR NGR at a 40% casino tax rate.   

¶ On a net statewide basis, NGR at the 12% rate is estimated to be $42.4 million higher than 

the 27% rate in Scenario 2 (and $50.7 higher in Scenario 3).  NGR in the 40% scenario is 

estimated to be approximately $22 million lower in both Scenarios. 

 

As noted, all figures are expressed in 2025 dollars. 
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Table 24: NGR Tax Sensitivity Results 2025 (MMs) 

NGR @ 12% Tax   $ Impacts  % Impacts 

 Scenario 1 Scenario 2 Scenario 3  2 over 1 3 over 2  2 over 1 3 over 2 

Vinton $21.2 $19.1 $19.1  -$2.1 $0.0  -9.8% -0.2% 

Colonial Downs $44.1 $23.2 $22.3  -$20.9 -$0.9  -47.4% -4.0% 

South Richmond $83.7 $37.4 $36.2  -$46.3 -$1.2  -55.4% -3.2% 

Hampton $59.8 $39.3 $39.2  -$20.6 -$0.1  -34.4% -0.2% 

Chesapeake $90.3 $44.7 $44.7  -$45.6 $0.0  -50.5% 0.0% 

HHR Subtotal $299.0 $163.6 $161.4  -$135.4 -$2.2  -45.3% -1.4% 

Bristol  $140.2 $140.1   -$0.1   -0.1% 

Danville  $205.7 $205.1   -$0.6   -0.3% 

Richmond  $303.2 $287.8   -$15.4   -5.1% 

Norfolk  $191.0 $189.7   -$1.3   -0.7% 

Portsmouth  $172.5 $171.3   -$1.3   -0.7% 

NOVA   $601.8   $601.8    
Casino Subtotal  $1,012.6 $1,595.8   $583.2   57.6% 

Total $299.0 $1,176.2 $1,757.1   $581.0   49.4% 
          

NGR @ 27% Tax   $ Impacts  % Impacts 

 Scenario 1 Scenario 2 Scenario 3  2 over 1 3 over 2  2 over 1 3 over 2 

Vinton $21.2 $19.1 $19.1  -$2.1 $0.0  -9.8% -0.2% 

Colonial Downs $44.1 $23.4 $22.5  -$20.6 -$0.9  -46.8% -4.0% 

South Richmond $83.7 $37.7 $36.5  -$45.9 -$1.2  -54.9% -3.2% 

Hampton $59.8 $39.7 $39.6  -$20.2 -$0.1  -33.7% -0.2% 

Chesapeake $90.3 $45.1 $45.1  -$45.2 $0.0  -50.0% 0.0% 

HHR Subtotal $299.0 $165.1 $162.8  -$134.0 -$2.2  -44.8% -1.4% 

Bristol  $129.8 $129.7   -$0.1   -0.1% 

Danville  $190.4 $189.8   -$0.6   -0.3% 

Richmond  $297.2 $280.9   -$16.3   -5.5% 

Norfolk  $184.5 $183.2   -$1.4   -0.7% 

Portsmouth  $166.7 $165.4   -$1.3   -0.8% 

NOVA   $594.6   $594.6    
Casino Subtotal  $968.7 $1,543.6   $574.9   59.4% 

Total $299.0 $1,133.8 $1,706.5   $572.7   50.5% 

          
NGR @ 40% Tax   $ Impacts  % Impacts 

 Scenario 1 Scenario 2 Scenario 3  2 over 1 3 over 2  2 over 1 3 over 2 

Vinton $21.2 $19.1 $19.1  -$2.1 $0.0  -9.8% -0.2% 

Colonial Downs $44.1 $23.4 $22.5  -$20.6 -$0.9  -46.8% -4.0% 

South Richmond $83.7 $37.7 $36.5  -$45.9 -$1.2  -54.9% -3.2% 

Hampton $59.8 $39.7 $39.6  -$20.2 -$0.1  -33.7% -0.2% 

Chesapeake $90.3 $45.1 $45.1  -$45.2 $0.0  -50.0% 0.0% 

HHR Subtotal $299.0 $165.1 $162.8  -$134.0 -$2.2  -44.8% -1.4% 

Bristol  $125.9 $125.8   -$0.1   -0.1% 

Danville  $184.7 $184.2   -$0.6   -0.3% 

Richmond  $292.8 $277.4   -$15.4   -5.3% 

Norfolk  $179.9 $178.6   -$1.3   -0.7% 

Portsmouth  $162.5 $161.3   -$1.3   -0.8% 

NOVA  $0.0 $594.6   $594.6    
Casino Subtotal  $945.9 $1,521.9   $576.1   60.9% 

Total $299.0 $1,110.9 $1,684.7   $573.8   51.7% 
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The following table compares the Scenario 2 and Scenario 3 results by tax scenario. 

 

 
Table 25: NGR Comparisons by Tax Rate Assumption 2025 (MMs) 

Scenario 2 Comparison  $ Impacts  % Impacts 

 12% 27% 40%  12% over 27% 40% over 27%  12% over 27% 40% over 27% 

Vinton $19.1 $19.1 $19.1  $0.0 $0.0  0.0% 0.0% 

Colonial Downs $23.2 $23.4 $23.4  -$0.2 $0.0  -1.0% 0.0% 

South Richmond $37.4 $37.7 $37.7  -$0.4 $0.0  -1.0% 0.0% 

Hampton $39.3 $39.7 $39.7  -$0.4 $0.0  -1.0% 0.0% 

Chesapeake $44.7 $45.1 $45.1  -$0.5 $0.0  -1.0% 0.0% 

HHR Subtotal $163.6 $165.1 $165.1  -$1.5 $0.0  -0.9% 0.0% 

Bristol $140.2 $129.8 $125.9  $10.4 -$3.9  7.4% -3.0% 

Danville $205.7 $190.4 $184.7  $15.2 -$5.7  7.4% -3.0% 

Richmond $303.2 $297.2 $292.8  $5.9 -$4.5  2.0% -1.5% 

Norfolk $191.0 $184.5 $179.9  $6.5 -$4.6  3.4% -2.5% 

Portsmouth $172.5 $166.7 $162.5  $5.8 -$4.2  3.4% -2.5% 

NOVA $0.0 $0.0 $0.0  $0.0 $0.0    
Casino Subtotal $1,012.6 $968.7 $945.9  $43.9 -$22.8  4.3% -2.4% 

Total $1,176.2 $1,133.8 $1,110.9  $42.4 -$22.8  3.6% -2.0% 

          
Scenario 3 Comparison  $ Impacts  % Impacts 

 12% 27% 40%  12% over 27% 40% over 27%  12% over 27% 40% over 27% 

Vinton $19.1 $19.1 $19.1  $0.0 $0.0  0.0% 0.0% 

Colonial Downs $22.3 $22.5 $22.5  -$0.2 $0.0  -1.0% 0.0% 

South Richmond $36.2 $36.5 $36.5  -$0.4 $0.0  -1.0% 0.0% 

Hampton $39.2 $39.6 $39.6  -$0.4 $0.0  -1.0% 0.0% 

Chesapeake $44.7 $45.1 $45.1  -$0.5 $0.0  -1.0% 0.0% 

HHR Subtotal $161.4 $162.8 $162.8  -$1.4 $0.0  -0.9% 0.0% 

Bristol $140.1 $129.7 $125.8  $10.4 -$3.9  7.4% -3.0% 

Danville $205.1 $189.8 $184.2  $15.3 -$5.7  7.4% -3.0% 

Richmond $287.8 $280.9 $277.4  $6.9 -$3.5  2.4% -1.3% 

Norfolk $189.7 $183.2 $178.6  $6.5 -$4.5  3.4% -2.5% 

Portsmouth $171.3 $165.4 $161.3  $5.9 -$4.1  3.5% -2.5% 

NOVA $601.8 $594.6 $594.6  $7.1 $0.0  1.2% 0.0% 

Casino Subtotal $1,595.8 $1,543.6 $1,521.9  $52.1 -$21.7  3.3% -1.4% 

Total $1,757.1 $1,706.5 $1,684.7  $50.7 -$21.7  2.9% -1.3% 

        Source: The Innovation Group 

 

 

Table 26 shows the five-year forecast for statewide NGR for the two scenarios and three tax 

alternatives.  First year (2024) revenue is estimated at 94% of 2025 to account for a ramp-up of 

marketing efforts and market penetration.  Growth for year three is estimated at 3%, followed by 

ongoing normative growth of 2.5%. 
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Table 26: Statewide 5-Year NGR Forecast by Scenario and Tax Rate 

 2024 2025 2026 2027 2028 

Scenario 2      
12% Tax $951,802,137 $1,012,555,465 $1,042,932,129 $1,069,005,432 $1,095,730,568 

27% Tax $910,578,193 $968,700,205 $997,761,212 $1,022,705,242 $1,048,272,873 

40% Tax $889,102,857 $945,854,103 $974,229,726 $998,585,469 $1,023,550,106 

Scenario 3      
12% Tax $1,517,453,123 $1,614,311,833 $1,662,741,188 $1,704,309,718 $1,746,917,461 

27% Tax $1,469,521,855 $1,563,321,123 $1,610,220,756 $1,650,476,275 $1,691,738,182 

40% Tax $1,448,046,519 $1,540,475,020 $1,586,689,271 $1,626,356,502 $1,667,015,415 

        Source: The Innovation Group 

 

 

 

Source of Revenue Analysis : In -State vs. Out -of-State  
As discussed in the methodology section, gaming revenue derives from 1) the gravity modelð

which is divided into in-state and out-of-state markets within two hours of the proposed 

locationsðand 2) out-of-market visitation, which represents visits not tied to place of residence, 

such as tourism and business travel, traffic intercept, and distant gamers looking for variety in their 

casino experience.   

 

Some of the out-of-market spending is attributable to in-state travel, such as a tourist from the 

western part of the state visiting Hampton Roads or a business traveler on a work trip to Richmond. 

 

Table 27 summarizes the source of NGR for Scenario 2, broken down between in-state and out-

of-state markets. Table 28 summarizes the net statewide change attributable to casino development 

for in-state growth, in-state repatriation, and out-of-state capture. Casino development under 

Scenario 2 is estimated to result in a net increase in gaming revenue by Virginia residents of 

approximately $440 million, and repatriation of spending by Virginia residents that would 

otherwise be spent at out-of-state casinos of between $62 million and $69 million.  The net gain 

in capture of out-of-state spending ranges from $294 million to $338 million. 

 

Table 29 summarizes the source of NGR for Scenario 3.  Table 30 summarizes the net statewide 

change attributable to casino development for in-state growth, in-state repatriation, and out-of-

state capture. Casino development under Scenario 3 is estimated to result in a net increase in 

gaming revenue by Virginia residents of approximately $680 million, and repatriation of spending 

by Virginia residents that would otherwise be spent at out-of-state casinos of between $166 million 

and $173 million.  The net gain in capture of out-of-state spending ranges from $516 million to 

$565 million. 
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Table 27: Source of Revenue Comparison Scenario 2 

2025 HHR Scenario 1 HHR Scenario 2 Casino Scenario 2 
Total VA 

Scenario 2 

12% Tax     
VA Markets $289,482,096 $157,161,909 $643,773,636 $800,935,545 

Out-of-State Markets $617,487 $484,377 $273,465,711 $273,950,088 

Total Gravity Model $290,099,583 $157,646,286 $917,239,347 $1,074,885,633 

Out-of-Market $8,946,635 $5,963,333 $95,316,118 $101,279,451 

in-state $4,442,482 $2,899,693 $28,917,628 $31,817,321 

out-of-state $4,504,153 $3,063,640 $66,398,490 $69,462,130 

     
Total In-State $293,924,578 $160,061,602 $672,691,264 $832,752,865 

Total Out of State $5,121,640 $3,548,017 $339,864,201 $343,412,218 

Total Revenue $299,046,218 $163,609,619 $1,012,555,465 $1,176,165,084 

     
27% Tax     
VA Markets $289,482,096 $158,559,789 $638,660,631 $797,220,420 

Out-of-State Markets $617,487 $488,505 $265,625,446 $266,113,950 

Total Gravity Model $290,099,583 $159,048,294 $904,286,076 $1,063,334,370 

Out-of-Market $8,946,635 $6,021,052 $64,414,129 $70,435,181 

in-state $4,442,482 $2,926,717 $20,224,230 $23,150,947 

out-of-state $4,504,153 $3,094,334 $44,189,899 $47,284,233 

     
Total In-State $293,924,578 $161,486,506 $658,884,861 $820,371,367 

Total Out of State $5,121,640 $3,582,839 $309,815,344 $313,398,184 

Total Revenue $299,046,218 $165,069,346 $968,700,205 $1,133,769,551 

     
40% Tax     
VA Markets $289,482,096 $158,559,789 $633,547,626 $792,107,415 

Out-of-State Markets $617,487 $488,505 $258,042,175 $258,530,680 

Total Gravity Model $290,099,583 $159,048,294 $891,589,801 $1,050,638,095 

Out-of-Market $8,946,635 $6,021,052 $54,264,302 $60,285,354 

in-state $4,442,482 $2,926,717 $16,629,602 $19,556,319 

out-of-state $4,504,153 $3,094,334 $37,634,700 $40,729,034 

     
Total In-State $293,924,578 $161,486,506 $650,177,228 $811,663,734 

Total Out of State $5,121,640 $3,582,839 $295,676,875 $299,259,714 

Total Revenue $299,046,218 $165,069,346 $945,854,103 $1,110,923,448 

        Source: The Innovation Group 

 

 
Table 28: Net* Impact Summary Scenario 2 

2025 12% Tax 27% Tax 40% Tax 

In-State Growth $442,578,789  $441,613,894  $440,351,212  

In-State Repatriation $68,874,660  $66,124,429  $62,274,107  

Net Out-of-State $338,290,578  $308,276,543  $294,138,074  

        Source: The Innovation Group; *Net of Scenario 1 
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Table 29: Source of Revenue Comparison Scenario 3 

2025 HHR Scenario 1 HHR Scenario 3 Casino Scenario 3 
Total VA 

Scenario 3 

12% Tax     
VA Markets $289,482,096 $154,944,441 $990,326,894 $1,145,271,335 

Out-of-State Markets $617,487 $484,330 $478,686,649 $479,170,979 

Total Gravity Model $290,099,583 $155,428,771 $1,469,013,544 $1,624,442,314 

Out-of-Market $8,946,635 $5,963,333 $126,737,012 $132,700,345 

in-state $4,442,482 $2,899,693 $38,355,968 $41,255,661 

out-of-state $4,504,153 $3,063,640 $88,381,043 $91,444,684 

     
Total In-State $293,924,578 $157,844,134 $1,028,682,863 $1,186,526,997 

Total Out of State $5,121,640 $3,547,970 $567,067,693 $570,615,663 

Total Revenue $299,046,218 $161,392,104 $1,595,750,555 $1,757,142,659 

     
27% Tax     
VA Markets $289,482,096 $156,320,218 $983,505,518 $1,139,825,736 

Out-of-State Markets $617,487 $488,458 $465,841,003 $466,329,461 

Total Gravity Model $290,099,583 $156,808,676 $1,449,346,521 $1,606,155,197 

Out-of-Market $8,946,635 $6,021,052 $94,292,306 $100,313,358 

in-state $4,442,482 $2,926,717 $29,084,768 $32,011,486 

out-of-state $4,504,153 $3,094,334 $65,207,538 $68,301,873 

     
Total In-State $293,924,578 $159,246,935 $1,012,590,286 $1,171,837,221 

Total Out of State $5,121,640 $3,582,792 $531,048,541 $534,631,334 

Total Revenue $299,046,218 $162,829,728 $1,543,638,828 $1,706,468,555 

     
40% Tax     
VA Markets $289,482,096 $156,320,218 $978,494,927 $1,134,815,145 

Out-of-State Markets $617,487 $488,458 $458,276,494 $458,764,952 

Total Gravity Model $290,099,583 $156,808,676 $1,436,771,421 $1,593,580,097 

Out-of-Market $8,946,635 $6,021,052 $85,142,321 $91,163,373 

in-state $4,442,482 $2,926,717 $25,882,183 $28,808,900 

out-of-state $4,504,153 $3,094,334 $59,260,138 $62,354,473 

     
Total In-State $293,924,578 $159,246,935 $1,004,377,110 $1,163,624,045 

Total Out of State $5,121,640 $3,582,792 $517,536,632 $521,119,425 

Total Revenue $299,046,218 $162,829,728 $1,521,913,742 $1,684,743,470 

        Source: The Innovation Group 

 

 

 
Table 30: Net* Impact Summary Scenario 3 

2025 12% Tax 27% Tax 40% Tax 

In-State Growth $682,868,110 $680,772,003 $678,887,605 

In-State Repatriation $172,921,129 $169,571,637 $166,445,445 

Net Out-of-State $565,494,022 $529,509,694 $515,997,784 

        Source: The Innovation Group; *Net of Scenario 1 
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Table 31 compares the repatriation and out-of-state capture (net of Scenario 1) between Scenarios 

2 and 3: 

 

 
Table 31: Net* Repatriation and Out-of-State Capture Comparison 

2025 Scenario 2 Scenario 3 $ Difference % Difference 

Repatriation     
12% $68,874,660 $172,921,129 $104,046,469 151% 

27% $66,124,429 $169,571,637 $103,447,208 156% 

40% $62,274,107 $166,445,445 $104,171,338 167% 

Net Out-of-State      
12% $338,290,578 $565,494,022 $227,203,444 67% 

27% $308,276,543 $529,509,694 $221,233,150 72% 

40% $294,138,074 $515,997,784 $221,859,711 75% 

        Source: The Innovation Group; *Net of Scenario 1 

 

Return -on-Investment (ROI) Analysis  
A high-level ROI analysis was conducted for the five-plus-one casino locations to identify the 

different levels of capital investment that would be viable under the alternative tax scenarios.   

Given the small marginal impact by NOVA on the five Base Casino locations, the ROI analysis 

utilized the Scenario 2 forecasts for Bristol, Danville, Norfolk, Portsmouth and Richmond and the 

Scenario 3 results for NOVA. 

 

Methodology  

The first step in the ROI process was to complete operating pro formas for each location under the 

alternative tax scenarios.  The operating pro formas were developed utilizing the Innovation 

Groupôs proprietary operating model and is based upon operating characteristics of comparable 

properties in the region. It also takes into consideration existing and assumed future market 

dynamics and the major assumptions addressed in previous sections of this report. It is a dynamic 

model built on a foundation of staffing and expense estimates relative to facility size and business 

volume, whereby changes to the facility or business volume flow through the model to estimate 

how variable expenses will be affected.  The outputs of the operating model include Employment 

and Employee Compensation (wages, salaries, tips, taxes and benefits), gaming taxes, other casino 

expenses, and Earnings before Interest, Taxes, Depreciation, and Amortization (EBITDA) 

 

The Return on Investment analysis utilized a discounted cash flow analysis (DCF), which uses 

unlevered cash flow (a company's cash flow before interest payments). A DCF analysis adjusts for 

the time value of money in estimating the value of an investment.  NPV (net present value) is a 

comparison of a dollar today to a projected value for the same dollar at some point in the future or 

the past.  

 

To adjust for the time value of money, a DCF analysis utilizes a Weighted Average Cost of Capital 

(WACC) or discount rate.  Companies and projects are financed by a combination of debt and 

equity.  There is a cost of using this capital, so investors and companies try to earn returns in excess 
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of this cost.  This costðthe WACCðcorresponds to the weighted average cost, expressed as a 

percentage, of the various means of financing (loans, equity, etc.) available to fund an investment 

project.  A higher WACC or discount rate results in a lower NPV.   

 

The first step in identifying cash flow is to arrive at a figure for EBIT (Earnings before Interest 

and Taxes).  We began with the incremental EBITDA for the five forecasted years and applied a 

growth rate of 1.5% through Year 10.  EBIT was calculated subtracting the following from 

EBITDA: 

 

¶ Depreciation2 as calculated from building cost, FF&E, and maintenance cap ex; 

¶ Amortization3. 

 

Next, EBIT is adjusted to derive Unlevered Cash Flow, which is calculated as follows:   

  
EBIT:  

Less: Unlevered Taxes (at 27%)4 

Plus: Depreciation 

Less: Maintenance Capex 

Unlevered Cash Flow 

 

Construction costs, including fixtures, furnishings, and equipment (FF&E) were estimated on a 

square-foot and per-unit basis.  Building costs were depreciated over 20 years; FF&E costs were 

depreciated over seven years.  Other development costs were included in the ROI analysis, 

including architectural and engineering, permits and site work, land costs, regulatory application 

fee, working capital, and pre-opening costs.   

 

The analysis also includes an allowance for maintenance capital expenditures.  This reflects the 

need, which grows greater as a property ages and experiences wear and tear, to replace FF&E and 

in general maintain the facility.  Maintenance capex is typically calculated as a percentage of total 

revenues; in the present analysis a capex allowance of 0.5% is applied to incremental revenue in 

year two, gradually rising to 3.5% by year six.   

 

Unlevered cash flow through Year Ten was then applied to the DCF analysis.  In addition, standard 

methodology is to assess a terminal value to reflect the value the property would continue to have 

beyond the forecast period.  We utilized the Gordon Model: Value equals to Cash Flow divided 

by Discount Rate (k) minus a long-term or perpetual Growth Rate (g), ñV=CF/(k-g)ò.  Terminal 

CF is calculated as Year Ten cash flow times 1+g.   The value for ñgò (the perpetual growth rate) 

has been set at 1.5%.   

 

 

 

 

 
2 Depreciation is the deduction over a specific period of time (usually over the asset's life) of the consumption of the 

value of tangible assets, including in this case the building cost and furnishings, fixtures and equipment. 
3 Amortization is the deduction over a specific period of time (usually over the asset's life) of the consumption of the 

value of an intangible asset, such as a patent or a copyright.  It was not utilized in this analysis. 
4 Federal plus Virginia state corporate income tax 
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The following table shows an illustrative example of the DCF analysis using the NOVA location 

under the 27% tax scenario: 

 

 
 

 
Table 32: NPV Cash Flow Illustration: NOVA 27% ($MM) 

Year> 
Year 
One 

Year 
Two 

Year 
Three 

Year 
Four 

Year 
Five 

Year 
Six 

Year 
Seven 

Year 
Eight 

Year 
Nine 

Year 
Ten Terminal Total 

EBITDA 225.7  246.6  255.5  262.7  270.2  275.6  281.1  286.7  292.4  298.3    

EBIT 181.1  201.6  210.2  217.1  223.7  228.4  233.8  264.8  270.5  276.3    

Less: Unlevered Taxes (48.9) (54.4) (56.8) (58.6) (60.4) (61.7) (63.1) (71.5) (73.0) (74.6)   

Plus: Depreciation 44.6  45.0  45.3  45.7  46.4  47.2  47.2  21.9  21.9  22.0    

Less: Maintenance Capex 0.0  (3.3) (6.8) (10.5) (18.0) (25.7) (26.2) (26.7) (27.2) (27.8)   

Unlevered Cash Flow 176.8  188.8  191.9  193.6  191.8  188.2  191.8  188.5  192.2  195.9  1,807.6   

             

NPV factor 88.9% 79.0% 70.2% 62.4% 55.5% 49.3% 43.8% 39.0% 34.6% 30.8%   

             

NPV of Cash Flow 157.16 149.18 134.80 120.87 106.42 92.85 84.08 73.46 66.57 60.33 556.65 1,602.4 

        Source: The Innovation Group 

 

 

Enterprise value (EV) includes the value of debt, which would need to be paid by a willing buyer.  

Therefore, the development costs need to be subtracted from EV to determine residual equity value 

(or net present value), which represents the fair market value in a DCF valuation.  In other words, 

the NPV line represents the present value of cash flows, minus the cost of development or capital 

outlay. A positive NPV value indicates a project is generally worth pursuing.  

 

 
Table 33: ROI Illustration: NOVA 27% ($MM) 

Discount Rate 12.50% 

Perpetual Growth Rate 1.50% 

Enterprise Value (Present Value of Cash Flows) $1,602.4  

Less: Project Debt & Equity ($672.5) 

Net Present Value (NPV) of Project* $929.9  

Cash-on-Cash Return in Year 5 28.5% 

        Source: The Innovation Group; *Also known as Residual Equity Value 

 

 

The cash-on-cash return is commonly used as a basis for determining the return rate of a real estate 

investment or transaction. This calculation determines the cash income on the cash invested. The 

Innovation Group calculated the cash-on-cash return rate for the project by utilizing the capital 

outlay as the denominator, and a numerator taken from Year 5 unlevered cash flow. 

 

Cash-on-cash expectations can vary by company, and in the gaming industry they can fluctuate 

with economic conditions and investment returns available elsewhere. From the mid-1990s but 

prior to the Great Recession, when there was dramatic growth in the gaming industry, investor 

expectations ranged from 20 to more than 25 percent.  In the immediate aftermath of the recession, 
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expectations tempered, and returns dropped to the 10 to 15 percent range as gaming revenue in 

established jurisdictions remained relatively flat into 2014.  As normative growth has resumed in 

the industry, return expectations have started to rise again, into the 15 to 20 percent range.   

 

Summary Results  

The following tables compare the ROI results for each location under the three tax scenarios, along 

with staffing and employment compensation estimates and gaming floor and hotel development 

assumptions.  The tables also show NGR, Total Revenue (NGR plus non-gaming revenue), 

Gaming Tax, EBITDA and Cash Flow for 2025 (Year Two).    

 

High-level estimates for development costs used in the ROI analysis included hard construction, 

fixtures, furnishings, and equipment (FF&E, including gaming equipment), architectural and 

engineering, permits and site work, land costs, regulatory application fee, working capital, and pre-

opening costs.  For the purposes of estimating the economic impact of development, land costs 

and regulatory application fees have been subtracted in the capital investment numbers shown 

below, since those costs would not add to economic development in the Commonwealth.  Building 

program assumptions included front- and back-of-house space for casino, hotel, food and 

beverage, gift shop, entertainment, and meeting space operations, as well as surface and structured 

parking.  Food and beverage programs included a variety of venues to be competitive in the 

regional market and a sufficient number of seats to accommodate the projected visitation.    

 

As discussed, Bristol and Danville would be the most sensitive to gaming tax rates.  A low tax rate 

would enable the development of sizable hotel and amenity programs needed to maximize the 

capture of gamers from longer-distant feeder markets in north-central North Carolina and 

Knoxville, Tennessee.  In the 40% tax scenario, the lower EBITDA potential relative to capital 

costs results in thin cash-on-cash returns, even with hotel and amenities scaled back substantially, 

in the case of Bristol to well below $200 million.  Cash-on-cash return for Bristol and Danville is 

within or close to the range of current expectations at the 12% and 27% tax rates, but the return 

would fall below 15% with a 40% tax.   In all scenarios, however, the NPV of the Project is 

positive.   

 

 



 

The Innovation Group Project #025-19 July 2019 Page 43 

Table 34: Bristol ROI Summary 

Tax Scenario> 12% 27% 40% 

2025 Revenue and Cash Flow Results    

NGR  $140,166,108 $129,783,434 $125,889,931 

Total Revenue  $168,781,293 $150,778,020 $142,798,831 

Gaming Tax $16,819,933 $35,041,527 $50,355,972 

EBITDA $64,176,825 $40,190,005 $26,069,594 

Cash Flow $51,586,151 $32,814,426 $21,324,058 

Program and Employment Stats    
Gaming Positions 1,879 1,740 1,479 

Hotel Rooms 400 200 100 

Employment 1,244 1,067 909 

Employee Compensation 2024 $49,346,515 $45,540,852 $40,070,809 

Investment and ROI Results    

Capital Investment* $310,409,467 $226,234,929 $158,970,098 

NPV of Project** $118,345,543 $34,928,357 $397,949 

Cash-on-Cash Return Yr5 16.7% 14.1% 12.5% 

Source: The Innovation Group; *excluding Land Cost and Application Fee; **Also known as Residual Equity Value 

 

 
Table 35: Danville ROI Summary 

Tax Scenario> 12% 27% 40% 

2025 Revenue and Cash Flow Results    

NGR  $205,660,146 $190,426,061 $184,713,279 

Total Revenue  $243,630,656 $220,695,240 $211,000,530 

Gaming Tax $24,679,217 $51,415,036 $73,885,312 

EBITDA $97,160,470 $61,228,343 $40,596,642 

Cash Flow $77,133,796 $49,311,177 $32,963,159 

Program and Employment Stats    
Gaming Positions 2,538 2,350 1,998 

Hotel Rooms 500 300 200 

Employment 1,770 1,582 1,365 

Employee Compensation 2024 $71,958,694 $66,418,004 $58,228,054 

Investment and ROI Results    

Capital Investment* $409,539,593 $308,285,126 $234,303,604 

NPV of Project** $238,219,786 $90,033,720 $17,766,412 

Cash-on-Cash Return Yr5 19.0% 15.7% 13.3% 

Source: The Innovation Group; *excluding Land Cost and Application Fee; **Also known as Residual Equity Value 

 

   

Norfolk and Portsmouth would also be somewhat sensitive to a 40% tax since they would be 

sharing the Hampton Roads area market (with each other as well as HHR facilities), although they 

would still be viable projects.  A 12% tax would allow for larger hotel and amenity development, 

but realistically, that level of development (350-400 hotel rooms each) may be more than optimal 

to meet market demand.  Cash-on-cash return is within the range of current expectations at the 

12% and 27% tax rates, but the return would fall below 15% with a 40% tax.    
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Table 36: Norfolk ROI Summary 

Tax Scenario> 12% 27% 40% 

2025 Revenue and Cash Flow Results    

NGR  $190,991,599 $184,532,946 $179,919,622 

Total Revenue  $226,558,847 $214,933,373 $204,580,688 

Gaming Tax $22,918,992 $49,823,895 $71,967,849 

EBITDA $90,903,369 $60,413,617 $38,827,950 

Cash Flow $71,638,298 $48,540,813 $31,573,168 

Program and Employment Stats    
Gaming Positions 2,298 2,220 1,998 

Hotel Rooms 400 300 150 

Employment 1,614 1,509 1,333 

Employee Compensation 2024 $66,323,268 $63,378,786 $57,524,393 

Investment and ROI Results    

Capital Investment* $351,160,390 $298,536,623 $223,756,376 

NPV of Project** $246,207,964 $89,197,269 $11,695,625 

Cash-on-Cash Return Yr5 20.3% 15.7% 13.0% 

Source: The Innovation Group; *excluding Land Cost and Application Fee; **Also known as Residual Equity Value 

 

 
Table 37: Portsmouth ROI Summary 

Tax Scenario> 12% 27% 40% 

2025 Revenue and Cash Flow Results    

NGR  $172,547,717 $166,712,770 $162,544,951 

Total Revenue  $204,666,979 $194,264,931 $185,276,221 

Gaming Tax $20,705,726 $45,012,448 $65,017,980 

EBITDA $80,881,704 $53,280,963 $33,833,697 

Cash Flow $63,802,771 $42,850,118 $27,543,698 

Program and Employment Stats    
Gaming Positions 2,060 1,990 1,791 

Hotel Rooms 350 250 150 

Employment 1,478 1,384 1,231 

Employee Compensation 2024 $61,439,723 $58,837,000 $53,521,360 

Investment and ROI Results    

Capital Investment* $316,950,824 $266,255,162 $200,717,221 

NPV of Project** $213,281,509 $73,868,570 $2,212,895 

Cash-on-Cash Return Yr5 19.9% 15.5% 12.5% 

Source: The Innovation Group; *excluding Land Cost and Application Fee; **Also known as Residual Equity Value 

 

 

For Richmond, a 40% tax rate would result in a cash-on-cash return of less than 15%, but it would 

still allow for a 250-room hotel, which is a reasonable size for the market. A 12% tax would allow 

for larger hotel and amenity development, but realistically, that level of development (400 hotel 

rooms) may be more than optimal to meet market demand.   The biggest difference would be in 

the return on investment (as reflected in the cash-on-cash percentage of more than 25%) rather 

than in economic impact, as the lower tax rate would result in larger profits and not necessarily in 

more capital investment or more hiring.   
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Table 38: Richmond ROI Summary 

Tax Scenario> 12% 27% 40% 

2025 Revenue and Cash Flow Results    

NGR  $303,189,895 $297,244,995 $292,786,320 

Total Revenue  $347,895,396 $338,611,705 $332,355,037 

Gaming Tax $36,382,787 $80,256,149 $117,114,528 

EBITDA $151,105,057 $103,532,176 $65,888,627 

Cash Flow $117,290,235 $81,575,004 $53,310,726 

Program and Employment Stats    
Gaming Positions 3,295 3,230 3,069 

Hotel Rooms 400 300 250 

Employment 2,122 2,050 1,955 

Employee Compensation 2024 $96,711,516 $94,356,147 $90,419,861 

Investment and ROI Results    

Capital Investment* $462,844,011 $402,861,310 $358,255,824 

NPV of Project** $529,881,494 $263,387,183 $49,517,818 

Cash-on-Cash Return Yr5 25.4% 19.8% 14.0% 

Source: The Innovation Group; *excluding Land Cost and Application Fee; **Also known as Residual Equity Value 

 

 

For NOVA, a 40% tax rate would still allow for optimal penetration of the market potential and 

development of a 400-room hotel, and the cash-on-cash return is still near the top end of current 

expectations; therefore, no change in NGR or program is estimated.  A 12% tax would allow for 

more hotel rooms, but the biggest difference would be in the return on investment (as reflected in 

the cash-on-cash percentage of more than 36%) rather than in economic impact, as the lower tax 

rate would result in larger profits and not necessarily in more capital investment or more hiring.   

 

 
Table 39: NOVA ROI Summary 

Tax Scenario> 12% 27% 40% 

2025 Revenue and Cash Flow Results    

NGR  $601,756,368 $594,620,917 $594,620,917 

Total Revenue  $676,899,248 $663,878,600 $663,878,600 

Gaming Tax $72,210,764 $160,547,648 $237,848,367 

EBITDA $339,274,265 $246,561,479 $169,260,760 

Cash Flow $257,400,919 $188,808,227 $132,378,702 

Program and Employment Stats    
Gaming Positions 4,635 4,580 4,580 

Hotel Rooms 500 400 400 

Employment 3,267 3,170 3,170 

Employee Compensation 2024 $144,814,701 $142,006,159 $142,006,159 

Investment and ROI Results    

Capital Investment* $715,278,379 $657,011,198 $657,011,198 

NPV of Project** $1,502,263,249 $929,865,249 $407,155,032 

Cash-on-Cash Return Yr5 36.4% 28.5% 19.4% 

Source: The Innovation Group; *excluding Land Cost and Application Fee; **Also known as Residual Equity Value 

 



 

The Innovation Group Project #025-19 July 2019 Page 46 

Employment Illustration  

Table 40 shows the FTE (full-time-equivalent) staffing positions and projected average 2024 

compensation from payroll (salaries/wages, benefits, and payroll taxes) resulting from the pro 

forma staffing model for a representative casino with 1,500 slot machines and 40 table games.  

Included is the assumption of a 200-room hotel.  Tips are not included in the table below.  For the 

Employment Compensation estimates in the Economic Impact section later in this report, estimates 

of tips have been applied.  Dealer tips (known as toke rates in the industry) can vary between 

locations, but toke rates are generally substantial. In the Economic Impact analysis, we 

conservatively estimate dealer tips at twice the hourly rate but note that many properties see tip 

rates three times the hourly wage or higher. For food and beverage (F&B) tips, we have 

conservatively utilized a rate of 12.5% of F&B revenue.     

  

 
Table 40: Representative Employment and Average Compensation 2024 

 FTEs 
Average 

Compensation 

Executive 7 $297,330 

Managerial/Supervisory 168 $84,365 

Administrative 10 $43,993 

Accounting & Other Professional 20 $79,833 

Technical/Mechanical 43 $59,403 

Cage/Cashier 45 $40,029 

Dealers 134 $24,738 

Line Workers Iincluding F&B) 267 $26,075 

Security/Surveillance 77 $44,763 

Housekeeping 102 $27,392 

Total/Average 873 $44,869 

 

 

These are based on 2019 salaries and wages estimated in the industry with five years of annual 

growth applied.  We would expect salaries and wages in NOVA to be higher than these averages 

and therefore we applied a premium in the NOVA proformas.   

 

For the purposes of the Economic Impact Analysis later in the report, FTEs are translated into total 

employees (including full and part-time workers) according to an IMPLAN conversion matrix for 

the gaming industry of approximately 0.82 FTE per employee.  Employee-to-gaming-position 

ratios in commercial casinos range from 0.3 employees per gaming position in slot-only facilities 

to 0.8 employees per gaming position in casino resorts with hotels. Table gaming is especially 

labor intensive. 

 

HHR Impact Summary  
Casino development is estimated to reduce annual HHR revenue by between $134 million and 

$138 million and HHR revenue sharing payments to Virginia horse industry interests 

(ñHorsemenò) by approximately $9.5 million.  The differences in Horseman payments are 

marginal among scenarios, as they would remain at approximately $11 million under all scenarios.   
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Table 41: HHR Impact Summary 

 HHR Scenario 1 HHR Scenario 2 Impact HHR Scenario 3 Impact 

12% Casino Tax      
Wagering $3,738,077,728 $2,045,120,234 -$1,692,957,493 $2,017,401,299 -$1,720,676,429 

Payout $3,439,031,510 $1,881,510,616 -$1,557,520,894 $1,856,009,195 -$1,583,022,315 

HHR NGR $299,046,218 $163,609,619 -$135,436,599 $161,392,104 -$137,654,114 

State Tax $28,035,583 $15,338,402 -$12,697,181 $15,130,510 -$12,905,073 

Local Tax $18,690,389 $10,225,601 -$8,464,787 $10,087,006 -$8,603,382 

Horsemen Payments $20,333,235 $10,852,673 -$9,480,562 $10,697,447 -$9,635,788 

27% Casino Tax      
Wagering $3,738,077,728 $2,063,366,821 -$1,674,710,907 $2,035,371,597 -$1,702,706,131 

Payout $3,439,031,510 $1,898,297,475 -$1,540,734,035 $1,872,541,869 -$1,566,489,641 

HHR NGR $299,046,218 $165,069,346 -$133,976,873 $162,829,728 -$136,216,490 

State Tax $28,035,583 $15,475,251 -$12,560,332 $15,265,287 -$12,770,296 

Local Tax $18,690,389 $10,316,834 -$8,373,555 $10,176,858 -$8,513,531 

Horsemen Payments $20,333,235 $10,954,854 -$9,378,381 $10,798,081 -$9,535,154 

40% Casino Tax      
Wagering $3,738,077,728 $2,063,366,821 -$1,674,710,907 $2,035,371,597 -$1,702,706,131 

Payout $3,439,031,510 $1,898,297,475 -$1,540,734,035 $1,872,541,869 -$1,566,489,641 

HHR NGR $299,046,218 $165,069,346 -$133,976,873 $162,829,728 -$136,216,490 

State Tax $28,035,583 $15,475,251 -$12,560,332 $15,265,287 -$12,770,296 

Local Tax $18,690,389 $10,316,834 -$8,373,555 $10,176,858 -$8,513,531 

Horsemen Payments $20,333,235 $10,954,854 -$9,378,381 $10,798,081 -$9,535,154 

        Source: The Innovation Group, Virginia Racing Commission, Colonial Downs. Wagering is equivalent to the slot industry term Coin-in. 
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H ISTORICAL HORSE RACING TRENDS  
Historical horse racing (HHR) was launched in 2000 at Oaklawn Park and Southland Greyhound 

in Arkansas.  HHR machines were originally developed by RaceTech LLC, the manufacturer and 

producer of ñInstant Racing Machinesò (IRMs), and AmTote, a supplier of systems software and 

hardware for the pari-mutuel wagering industry.  Early versions of the machines, or Generation 1, 

displayed full videos of the race; in Generation 2 machines, the underlying race that drove the 

wager was placed in the background while traditional slot symbols and reels were moved to the 

visual forefront, leading to an increase in performance. 

 

A second manufacturer, Exacta Systems, made further advancements.  Exacta Systems came to 

dominate the Kentucky market, although a third manufacturer, Ainsworth, is featured at the new 

Derby City facility (operated by Churchill Downs) in Louisville.  Kentucky has emerged as the 

highest-performing HHR market in the United States.  Wyoming has also operated HHR machines 

for several years.   

 

Virginia has recently approved HHR machines, which led to the re-opening of the stateôs premier 

horse racetrack.  Colonial Downs had ceased racing after the 2013 season, but with HHR 

implementation, live racing is scheduled to resume in 2019.  The following sections provide 

historical data and context for HHR machines and live racing in Arkansas, Kentucky, and 

Wyoming.  

 

Arkansas  
Arkansas is home to two pari-mutuel facilities: Oaklawn Park and Southland Greyhound Park. The 

Arkansas State Racing Commission approved historical racing at both Oaklawn Park and 

Southland Greyhound Park in 2000. The ñtest approvalò resulted in 50 machines at each track 

which were overwhelmingly popular from the beginning. After the test approval proved 

successful, machines were fully incorporated into the racetracks.  Arkansas regulations and 

reporting concerning historical horse racing use the term Instant Racing Machines (IRM).   

 

While IRMs continued to be popular at Oaklawn Park, Southland Greyhound was not seeing the 

same success. This is likely due to its proximity to Tunica (only 25 miles south) with its full-scale 

casino operations, further indicating that these machines operate at a discount from traditional 

games. In November of 2005, Oaklawn and Southland were given approval to install a new 

category of machine called Electronic Games of Skill (EGS). The following year, Southland 

opened a $40 million expansion to house 819 of the new EGS machines, which came to replace 

all IRMs at the facility.  

 

Oaklawn Park, however, continued using IRMs at the facility. In 2004, Oaklawnôs win on 

historical racing machines was about $6.7 million, jumping to $20.3 million in 2007 and nearly 

$22 million in 2009 as Generation 2 machines were launched. However, in 2010 Oaklawn began 

to reduce the number of IRM terminals in favor of EGS terminals. The most recent IRM revenue 

is not available, but data dating back to 2013 shows the declining trend in IRMs at Oaklawn.  
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Table 42: Oaklawn Park IRM Performance 

Year IRM Takeout Units TPU 

2007 $20,259,110  350 $159  

2008 $20,521,951  350 $161  

2009 $21,928,061  350 $172  

2010 $17,796,474  325 $150  

2011 $12,774,948  220 $159  

2012 $9,262,605  215 $118  

2013 $7,655,670  175 $120  

          Source: Oaklawn Park; TPU=Takeout Per Unit per day 
 

 

Updated horse industry data shows that the trend away from IRMs has continued. Although 

Oaklawn Park no longer releases IRM revenue data, they do report horse industry contributions 

from IRMs and EGS.  The following table shows a declining contribution to purses and breedersô 

awards from IRMs and a growing trend from EGSs. Over the last decade IRM contributions have 

decreased significantly from over $37,000 in 2009 to just slightly over $1,000 in 2018. In the same 

time frame, EGS contributions have increased by over ten-fold.     

 

 
Table 43: Oaklawn Park Purse and Awards Fund Contributions from Machine Gaming 

  EGS IRM IRM % of Total 

2009 $33,215 $37,470 53.0% 

2010 $66,177 $30,379 31.5% 

2011 $96,758 $23,180 19.3% 

2012 $163,878 $16,579 9.2% 

2013 $191,754 $14,085 6.8% 

2014 $206,676 $11,285 5.2% 

2015 $288,546 $7,303 2.5% 

2016 $320,985 $4,723 1.5% 

2017 $345,145 $1,387 0.4% 

2018 $363,047 $1,125 0.3% 

CAGR 30.4% -32.3%  
Source: Oaklawn Park; The Innovation Group 

 

 

Though live handle at this racetrack has declined over the last decade, total purses at Oaklawn 

have nearly doubled and the average race size has continued to increase as well.   
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Table 44: Oaklawn Performance 

Year 
Number 

of Races Live Handle Purses 
Average 

Race Size 

2008 525 $46,859,138 $14,775,976 8.81 

2009 532 $47,705,141 $14,718,294 9.27 

2010 504 $41,645,045 $15,587,181 9.1 

2011 490 $40,441,707 $15,794,464 9.26 

2012 526 $42,519,206 $18,014,808 8.9 

2013 503 $40,353,159 $18,780,984 9.02 

2014 481 $37,396,364 $20,684,855 8.96 

2015 478 $35,365,674 $22,626,200 9.36 

2016 478 $38,173,571 $22,626,200 9.62 

2017 525 $36,766,091 $28,308,500 9.51 

2018 507 $34,570,254 $28,881,530 9.2 

2013-18 CAGR 0.2% -3.0% 9.0% 1.3%* 

Source: Oaklawn Park; The Innovation Group; *Average Race Size CAGR calculated for 2013-2017 

 

 

Thus, while alternative revenue sources have not prevented declines in live handle at Oaklawn 

Park, they have helped maintain live racing at a relatively consistent level.  Moreover, live handle 

in general has declined in the horse industry while simulcasting has grown.  Live handle at 

comparable tracks in Texas, where machines are not available, has decreased by a larger margin.   

 

 
Table 45: Texas Live Handle 

  Lone Star Park Retama Park Sam Houston Park  State Total 

2013 $15,930,857 $4,149,433 $6,192,318 $26,272,608 

2014 $16,100,971 $3,888,908 $5,850,750 $25,840,629 

2015 $14,684,732 $3,547,166 $5,800,483 $24,032,381 

2016 $13,483,221 $3,194,203 $5,461,764 $22,139,189 

2017 $13,617,902 $2,665,921 $4,795,448 $21,079,271 

2018 $12,093,574 $1,531,629 $4,321,793 $17,946,996 

CAGR -5.4% -18.1% -6.9% -7.3% 

Source: Texas Racing Commission; The Innovation Group 

 

 

Arkansas purse trends stand in stark contrast to these three Thoroughbred racetracks in Texas, 

where purses have been flat to declining, as shown in the following table for the five-year period 

of 2013-2017.  
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Table 46: Texas Purse Trends 

  Lone Star Park Retama Park Sam Houston Park  State Total 

2013 $7,198,200 $2,590,510 $5,412,330 $15,201,040 

2014 $7,125,500 $2,511,300 $5,253,280 $14,890,080 

2015 $7,001,750 $2,498,912 $5,196,512 $14,697,174 

2016 $7,389,550 $2,435,498 $5,049,373 $14,874,421 

2017 $7,553,550 $1,853,280 $4,971,744 $14,378,574 

Source: Texas Racing Commission; The Innovation Group 

 

 

The decline in Arkansas live handle should be placed in the broader racetrack industry as well, 

since several racetracks have closed altogether in states where alternative forms of wagering are 

not available to the industry.     

  

Kentucky  
In 2010 the Kentucky Horse Racing Commission modified its regulations to allow tracks to accept 

pari-mutuel bets on old races; previously the races had to be viewed live. Since that time, four of 

the eight racetracks in the state have installed historical horse racing (HHR) machines: Kentucky 

Downs in Franklin, Ellis Park in Henderson, Derby City in Louisville, and Red Mile/Keeneland in 

Lexington. Kentucky Downs first introduced machines in September 2011 followed by Ellis Park 

in August 2012. Red Mile and Keeneland opened a joint operation in October 2015 followed by 

the most recent opening, Derby City, in September 2018. 

 

Table 47 shows the annual take out per unit for each of the Kentucky HHR facilities. 

 

 
Table 47: HHR TPU by Facility 

Year 
Kentucky 

Downs 
Ellis 
Park Keeneland 

Derby 
City 

2011 $53  - - - 

2012 $109  $25  - - 

2013 $158  $34  - - 

2014 $135  $48  - - 

2015 $155  $72  $34  - 

2016 $175  $100  $55  - 

2017 $210  $85  $64  - 

2018 $235  $106  $68  $171 

2019 $295  $127  $79  $271 

Source: The Innovation Group; Kentucky Racing Commission; TPU=Takeout Per Unit per day; 
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Kentucky Downs  

Kentucky Downs was the first racetrack in Kentucky to introduce historical racing machines. It 

first launched in September 2011 with 390 units. Since then revenue has been on the rise year over 

year. The success is likely due to the proximity to Nashville (35 miles south) as a major population 

base and a lack of competition. Additionally, due to its success, the facility has increased its total 

number of units to a yearly average of over 750 in 2018.  Note that there are currently 753 machines 

in operation, which Kentucky Downs advertises to be Exacta Systems machines.  

 

 
Table 48: Kentucky Downs HHR 

Year 
Total 

Wagered 
Return to 

Public 
HHR Take 

Out Units TPU 

2011* $29,343,452  $26,794,729  $2,533,188  390 $53  

2012 $190,378,096  $174,868,112  $15,448,569  390 $109  

2013 $291,201,325  $268,800,319  $22,439,051  390 $158  

2014 $325,498,532  $300,548,316  $24,691,761  500 $135  

2015 $349,562,591  $321,066,951  $28,326,480  500 $155  

2016 $475,669,966  $427,542,867  $38,032,617  594 $175  

2017 $645,176,291  $593,661,794  $51,290,893  670 $210  

2018 $814,541,373  $749,335,118  $64,618,598  753 $235  

2019* $336,769,998  $310,232,865  $26,642,984  753 $295  

Source: The Innovation Group; Kentucky Racing Commission; TPU=Takeout Per Unit per day; *2019 has 120 days 2011 has 122 days 

 

 

The Kentucky Horse Racing Commission provides annual and biennial reports for racetrack data 

prior to 2016, as well as monthly reports from 2016-2018. The following table shows the 

performance of Kentucky Downs from 2010 to 2018 for pari-mutuel wagers on horse racing at 

their facility. As shown below, since the introduction of HHR machines in 2011, total handle on 

horse races has increased at a rate of 30% per year. Total purses increased by 40.3% from 2011 to 

2017. 2018 purse data has not been made available at the time of this report. 

 
Table 49: Kentucky Downs Handle 

Year 
Race 
Dates 

On-Track 
Handle 

Off-Track 
Handle 

Total 
Handle 

Total 
Purses 

2010 4 $294,469 $4,163,926 $4,458,395 $785,000 

2011 4 $313,562 $3,361,892 $3,675,454 $769,000 

2012 6 $550,759 $7,019,972 $7,570,731 $2,086,651 

2013 5 $645,343 $12,169,547 $12,814,890 $4,150,687 

2014 5 $744,543 $15,136,213 $15,880,756 $4,874,772 

2015 5 $628,146 $16,258,988 $16,887,134 $6,609,355 

2016 5 $929,409 $21,611,355 $22,540,764 $7,727,660 

2017 5 $1,028,952 $29,217,937 $30,246,889 $8,404,905 

2018 5 $1,118,276 $35,282,739 $36,401,015 - 

CAGR 2.8% 18.2% 30.6% 30.0% 40.3% 

Source: The Innovation Group; Kentucky Racing Commission; BloodHorse.com 
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Ellis Park  

Ellis Park first launched in August of 2012 as the second Historical racing facility but is currently 

the smallest of the three that currently exist. It is located in Henderson, Kentucky about 100 miles 

west of Louisville and caters more to a localôs crowd. It is likely that the facility doesnôt generate 

the revenue that the other facilities do due to its proximity (just a few miles across the Ohio River) 

to Tropicana Evansville which is a full-scale Class III casino operation with over 1,000 slot 

machines, 40 table games, and accompanying hotel.  In January 2017, Ellis Park switched to 

Exacta Systems machines.  

 
Table 50: Ellis Park HHR 

Year 
Total 

Wagered 
Return to 

Public 
HHR Take 

Out Units TPU 

2012* $8,479,789  $7,730,626  $670,424  177 $25  

2013 $27,707,575  $25,231,985  $2,187,286  177 $34  

2014 $39,602,684  $36,639,427  $3,128,698  177 $48  

2015 $60,091,817  $55,510,474  $4,655,550  177 $72  

2016 $84,233,746  $78,248,404  $6,545,420  179 $100  

2017 $69,374,899  $63,547,323  $5,538,989  179 $85  

2018 $86,993,410  $80,321,281  $6,949,544  179 $106  

2019* $34,159,478  $31,485,738  $2,727,988  179 $127  

Source: The Innovation Group; Kentucky Racing Commission; TPU=Takeout Per Unit per day; *2012 has 153 days 2019 has 120 days 
 

 

The Kentucky Horse Racing Commission provides annual and biennial reports for racetrack data 

prior to 2016, as well as monthly reports from 2016-2018. The following table shows the 

performance of Ellis Park from 2011 to 2018 for pari-mutuel wagers on horse racing at their 

facility. As shown below, since the introduction of HHR machines in 2012 total handle on horse 

races has decreased at a rate of 1.4% per year. However, Total Purses has increased by over 4% 

from 2011 to 2017.  

 
Table 51: Ellis Park Handle 

Year 
Race 
Dates 

On-Track 
Handle 

Off-Track 
Handle 

Total 
Handle 

Total 
Purses 

2011 31 $5,920,352 $33,017,323 $38,937,675 $4,261,368 

2012 29 $5,810,124 $35,535,517 $41,345,641 $4,552,431 

2013 29 $5,339,103 $29,149,832 $34,488,935 $4,363,233 

2014 28 $4,402,977 $28,071,943 $32,474,920 $4,447,441 

2015 31 $5,008,862 $28,054,918 $33,063,780 $4,929,673 

2016 30 $4,665,126 $30,616,238 $35,281,364 $5,815,380 

2017 31 $4,784,068 $36,018,931 $40,802,999 $6,134,745 

2018 29 $4,130,485 $34,941,954 $39,072,439 - 

CAGR 0.9% -4.4% -1.0% -1.4% 4.2% 

Source: The Innovation Group; Kentucky Racing Commission; BloodHorse.com 
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Table 52: Market Revenue Comparison LTM (May18-Apr19) 

  Ellis Park 
Tropicana 
Evansville Market Total 

# Units 179 1,129 1,308 

Revenue $7,442,878  $124,334,544  131,777,422 

WPU $114  $302  $276  

Market Share Ratio (MSR) 0.41 1.09  

Local Adult Population (21+) - - 220,801 

Win per capita   $597 

Source: The Innovation Group; Kentucky Racing Commission; Indiana Gaming Commission 
 

Keeneland ð Red Mile  

The combined Keeneland and Red Mile facility opened in October 2015. It is the largest of the 

three operational facilities but has so far underperformed considering its location so close to 

Lexington. Given its large size and underwhelming results to date, the win per unit is also quite a 

bit lower than its competitors. Moving forward it is expected for revenue to increase over the next 

few years as the operation ramps up.  

 

 
Table 53: Keeneland ð Red Mile HHR 

Year 
Total 

Wagered 
Return to 

Public 
HHR Take 

Out Units TPU 

2015* $36,356,969  $33,338,185  $2,812,285  900 $34  

2016 $241,349,062  $222,905,210  $18,041,424  902 $55  

2017 $286,897,862  $265,425,887  $21,017,897  902 $64  

2018 $293,798,709  $269,944,577  $22,267,773  895 $68  

2019* $116,571,901  $107,120,337  $8,592,852  902 $79  

Source: The Innovation Group; Kentucky Racing Commission; TPU=Takeout Per Unit per day; *2015 has 92 days 2019 has 120 days 
 

 

The Kentucky Horse Racing Commission provides annual and biennial reports for racetrack data 

prior to 2016, as well as monthly reports from 2016-2018. The following table shows the 

performance of Keeneland from 2014 to 2018 for pari-mutuel wagers on horse racing at their 

facility. As Keeneland hosted the Breederôs Cup in 2015, the data below shows a substantial 

increase in total purses. However, using 2014 as a baseline, purses have increased by 2.1% per 

year since the introduction of HHR machines. 
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Table 54: Keeneland Handle 

Year 
Race 
Dates 

On-Track 
Handle 

Off-Track 
Handle Total Handle 

Total 
Purses 

2014 32 $36,557,476 $224,320,867 $260,878,343 $20,218,184 

2015 33 $32,886,268 $209,544,871 $242,431,139 $44,780,986 

2016 33 $35,751,183 $261,348,746 $297,099,929 $21,472,638 

2017 32 $35,251,850 $248,381,110 $283,632,960 $22,513,024 

2018 33 $33,877,620 $265,869,704 $299,747,324 - 

CAGR 0.6% -1.8% 0.4% 0.1% 2.1% 

 Source: The Innovation Group; Kentucky Racing Commission 

Derby City  

The newly opened Derby City facility has 900 machines and in its seventh full month of operation 

(April  2018) achieved revenue of $29.2 million, for win per unit of $271.  

   

 
Table 55: Derby City HHR 

  
Total 

Wagered 
Return to 

Public 
HHR Take 

Out Units TPU 

Sep-18 $26,903,142 $24,069,934 $2,617,094 900 $138 

Oct-18 $44,827,715 $40,281,001 $4,376,599 900 $157 

Nov-18 $49,804,893 $44,944,877 $4,822,054 900 $179 

Dec-18 $57,891,732 $52,268,654 $5,529,922 900 $198 

Jan-19 $59,479,465 $53,797,674 $5,672,934 900 $203 

Feb-19 $75,392,622 $68,358,003 $7,160,385 900 $284 

Mar-19 $92,602,595 $83,888,722 $8,673,542 900 $311 

Apr-19 $82,828,580 $75,144,512 $7,665,075 900 $284 

      
2018* $179,427,482 $161,564,466 $17,345,669 900 $171 

2019* $310,303,262 $281,188,911 $29,171,936 900 $271 

Source: The Innovation Group; Kentucky Racing Commission; TPU=Takeout Per Unit per day; *2018 has 113 days 2019 has 120 days 
 

 

Derby City has a 10-minute drivetime advantage over Horseshoe SI in relation to the population 

base located in the Louisville market area.  Ohio River flooding forced the closure of Horseshoe 

SI in February 2019.    

 
Table 56: Market Revenue Comparison 2019 YTD* 

  Derby City Horseshoe SI 
Market 

Total 

# Units 900 1,579 2,479 
Revenue $22,011,551  $42,571,469  $64,583,020  
WPU $266  $293  $283  
Market Share Ratio (MSR) 0.94 1.03 1.00 
Local Adult Population (21+) - - 738,324 
Win per capita (Annualized)   $347 

Source: The Innovation Group; Kentucky Racing Commission; Indiana Gaming Commission;  
*February was excluded from total due to closure at Horseshoe SI Casino from flooding 
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Wyoming  
Historical racing machines were installed at Wyomingôs four off-track betting parlors in June of 

2003 after approval by the Wyoming Pari-Mutuel Commission. The state attorney general 

questioned the legality of these machines, and they were removed in 2005 after a court ruling. In 

2006, the Wyoming Supreme Court ruled them illegal as well. However, in February 2013, 

Wyoming passed legislation legalizing historical horse racing. Wyoming Downs LLC was the first 

to receive a permit in December 2013, followed by Wyoming Horse Racing LLC in March 2014.  

In 2018, there were 17 sites. 

 

The Wyoming Pari-Mutuel Commission provides annual reports for historical horse racing 

machines over the years 2013-2018. Numbers for 2013 below represent the month of December 

only. Handle on HHR machines has doubled since 2015. 

 

 
Table 57: Wyoming Historical Horse Racing State Totals 

Year Wagered Payouts Takeout Sites 

2013 $467,236  $398,960  N/A N/A 

2014 $113,589,236  $104,755,928  N/A 11 

2015 $286,352,310  $264,468,483  $21,524,185  13 

2016 $238,797,158  $220,367,550  $18,197,151  14 

2017 $420,210,518  N/A $31,473,558  17 

2018 $570,599,000  $525,610,689  $42,535,662  17 

         Source: The Innovation Group; Wyoming Pari-Mutuel Commission 
 

 

Income from historical racing terminals funds operations, purses, and other expenses at the stateôs 

two racetracks. Thus, the additional cash flows from HHR allows the horse racing tracks to 

increase the amount of live racing days and offer richer purses. As a result, legalization of HRR 

boosted live horse racing revenue. The Wyoming Pari-Mutuel Commission provides annual 

reports for the years 2011-2018. The table below summarizes the live horse racing data and shows 

the dramatic impact HHR revenue has had on live racing.   
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Table 58: Wyoming Live Horse Racing State Totals 

Year 
Racing 

Days 
Total 

Handle 
Returned to 

Public Sites 

Average 
Handle 
per Site 

Average 
Handle 
per Day 

Total 
Purses 

2011 4 $115,960  $87,922  2 $57,980  $28,990  - 

2012 4 $136,547  $104,214  2 $68,273  $34,137  - 

2013 10 $248,817  $191,676  2 $124,409  $24,882  - 

2014* 20 $1,152,465  $891,791  2 $576,233  $57,623  $1,100,637 

2015 31 $1,527,032  $1,188,203  2 $763,516  $49,259  $1,645,797 

2016 22 $1,019,471  $791,394  2 $509,736  $46,340  $1,097,385 

2017 30 $1,456,664  N/A 2 $728,332  $48,555  $1,361,612  

2018 34 $1,560,505  N/A 2 $780,252  $45,897  $1,819,850  

Source: The Innovation Group; Wyoming Pari-Mutuel Commission; *2014 if the First Full Year of HHR Operations 

 

Summary  
Wagering on historical horse races has clearly benefited live racing in Arkansas, Kentucky, and 

Wyoming.  The resulting increases in purses have led to increases in the number of live races, 

dramatically in the case of Wyoming, or average field size. Handle5 also has increased significantly 

in a number of cases, particularly the smaller tracks where a little boost in purses can go a long 

way to improving live racing.  Where handle has been flat to declining, this should be placed in 

context of general horse industry trends: comparable tracks to Oaklawn Park, for example, have 

experienced sharper declines in handle or closed altogether without new revenue sources from 

alternative forms of wagering.  Once home to eight horse racing tracks, Michigan has only two 

remaining active tracks, both in the Detroit area.  In Illinois, two tracks have closed,  Balmoral and 

Maywood, leaving three remaining active tracks: Arlington Park, Fairmount and Hawthorne Race 

Course.      

 

 

 

 

 
5 Handle in this report refers to traditional pari-mutuel betting whether at a racetrack, OTB facility or through an 

ADW account.  It does not include HHR machines; wagering on HHR machines is equivalent to the gaming 

industryôs term ñCoin-inò and is referred to in this report as ñwageringò or ñwagered.ò  




































































































































































































































































































