WORKGROUP TO CONSIDER GAMING EXPANSION

OVERVIEW OF CONSENSUS RECOMMENDATIONS

I. Transition Video Lottery Terminal (VLT) procurement responsibilities from the State to licensees (excluding Rocky Gap).  Provide a rate adjustment of five percent to reflect the licensees’ assumed related costs. Authorize the gaming commission to provide a further rate adjustment of up to three percent for facilities with a thousand or fewer VLTs.


Rationale: 


· Significant annual fiscal impact (estimated between $80M - $96M) as machine procurement currently costs the State approximately 11 percent of gaming revenues.
· Affords licensees increased operational flexibility and the ability to depreciate the cost of the machines. 

II. Approve the addition of live gaming tables to current and future licensees with an 80 percent/20 percent split of revenues between the licensees and State.  Upon the opening of a sixth site in Prince George’s County, direct five percent of the State’s 20 percent share to address local government impacts.


Rationale:


· Significant annual fiscal impact (estimated at $51M).
· Without table games, Maryland licensees will not be competitive over time with gaming operations in other neighboring states thereby jeopardizing the State’s gaming program and related revenues.
· Create 1,900 – 2,300 new permanent jobs.
III. Establish a Gaming Commission with an expert Executive Director.  The Commission would have the responsibility and authority to reallocate authorized, but unused VLT’s at licensed facilities and limited authority to adjust VLT rates at all current and future casinos up to five percent and recommend for the Governor and General Assembly’s consideration and approval further adjustments up to five percent.  The Commission should also conduct periodic reassessments, including within two years of the opening of a new licensed facility, of the appropriateness of rates.


Rationale:

· With gaming revenues eventually expected to exceed $1.5B, the State needs an expert whose focus is on protecting the State’s interest. 

· Competitive marketplace will continue to change and licensees will need to adapt to remain competitive (with consistency, certainty, and expertise in State oversight).
· Experienced Executive Director will advise the Governor and General Assembly and identify, analyze, recommend solutions (as opposed to continual workgroups, legislative committees, reliance on DLS).
· Need authority to assess impact of new site on current operators and recommend adjustments within certain parameters.
· General Assembly would retain approval of key items.

IV. Establish appropriate conditions for the approval of a sixth license in Prince George’s County with up to 3000 VLTs. 


Conditions:
· Delay the opening of a Prince George’s County facility until at least July 2016.

· Conduct a competitive bidding process for a Prince George’s County location, contingent upon local zoning approval, which affords prospective bidders flexibility to optimize the State’s gaming program.  The Gaming Commission would be able to accept and approve bids from prospective licensees with a proposed operator share up to 38 percent.   
· Authorize up to 3000 VLTs for a new Prince George’s County facility.  Separately, authorize up to 500 additional VLTs for Rocky Gap.  Should 500 additional VLTs for Rocky Gap or 3000 VLTs for the Prince George’s facility not be available at the time of the license award, increase the statewide total up to 16,500.

Upon the opening of the sixth site in Prince George’s County:

· Provide a guaranteed adjustment of five percent (independent of changes related to VLT procurement) for existing impacted licensees (i.e., Anne Arundel County and Baltimore City).  Impacted licensees could request, and the Gaming Commission could recommend, up to an additional five percent adjustment based on the actual performance of a new Prince George’s facility and the corresponding impacts on licensees.
· Provide the Gaming Commission authority to adjust rates up to five percent for Perryville, Ocean Downs, and Rocky Gap facilities, and recommend for the General Assembly to consider and approve legislation for any rate adjustments between 5 and 10 percent.    
· Adjust percentage allocations and/or caps so that gaming revenues dedicated to the horse racing industry are maintained at the level projected for existing facilities, with new revenues going to the Education Trust Fund.

· Ensure the maximum amount of diversity in the equity ownership, development, construction, and procurement of professional services at the Prince George’s County site, including 1.5% allocation to small, minority, and women-owned business account.


Rationale:

· Potential significant annual fiscal impact (estimated at $223M net of potential adjustments to impacted licensees).

· Preserves the option to optimize the State’s gaming program and related revenues through the potential addition of a sixth license in Prince George’s County.
· Allows for a competitive, flexible, and transparent process.
· Provides existing licensees that would be impacted with the addition of a sixth site in Prince George’s County with a minimum guaranteed rate adjustment to help determine investment decision, and provides a mechanism through which additional warranted adjustments can be made after the size, scope, and location of the new facility are known and actual financial performance data is available.
V.  Remove the limits on hours of operation. 
