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Analyzing the Impact of Expanded Gambling on New Hampshire 1

Executive Summary

In the summer of 2009, Governor John Lynch establisheNeélaeHampshire Gaming
Study Commission. The Commission was tasked with uakieg a “thorough and
comprehensive review of various models for expanded gamim@lew Hampshire.

The Commission retained the New Hampshire Center ford@Bblicy Studies to

conduct technical research and analysis for its rev@aw first report A Brief Report on
Gambling in New Hampshirevas published in December, 20091n this second report,
the Center documents the development of a seriegesfrielated models that analyze the
impacts of expanded gambling in New Hampshire.

The Commission requested that we develop a model thatrssippprudent calculation”
of the costs and benefits of expanded gambling. Any medksis to be based on an
understanding of the variation in geography, size and typgpznsion, and its impact on
state revenues, substitution, economic development, ,cainaeany offsetting
expenditures associated with the social or behaviowaications of expanded gambling.

Our models are based on balanced assumptions about tbhatavhoapital investment,
the size and type of facility, facility location, poptibn and income levels, and the
potential action of other states (i.e. Massachugetisoduce a series of estimates of the
revenues to the state, economic development imgitsitand the financial costs of
social impacts associated with gambling.

Any simulation of a complex issue, such as this orggjires significant assumptions.
Whether looking at the research on market size, ecmndenelopment, or problem
gambling, the literature on gambling is relatively immatuBecause the expansion of
gambling outside of Las Vegas or Atlantic City did not oaatrl the mid-1990s,
sufficient data to support the development of a conclusmy of evidence on expanded
gambling does not exist.

As a result, those providing estimates of the impaetxpainded gambling need to
acknowledge uncertainty and to explicitly note thatér@mulations are just as much an
art as a science. Our primary goal in this work is toatestnate the relationship between
policy decisions and the potential cost-benefit of ttEaasion of gambling, under a set
of transparent assumptions.

Our models are based on four major assumptions. These ar
The placement of a casino in New Hampshire (or clasé&lew Hampshire) will
increase the number of people that gamble.
The farther individuals have to travel, the lessljikbey are to go to a casino in
New Hampshire and vice versa.

! Executive Order 2009-zhttp://www.governor.nh.gov/orders/documents/2009-02. pdf
2 “A Brief Report on Gambling in New Hampshire.” Thew Hampshire Center for Public Policy
Studies. December 2009. Availablexatw.nhpolicy.org
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The attractiveness, size and amenities — the gravayfadility — and competition
in the market affects gambling behavior.

For a small share of the population, exposure to gamblsuitsan pathological
behavior that creates a set of social issues whickheyfcan be quantified -- are
offsets to the potential benefits of expanded gambling.

In modeling many of these major assumptions, we used atongenodel — often used
in site location — adjusted to reflect the unique charatics of New Hampshire and
neighboring states. These drive time models assuahetess you are a destination
like Orlando or Las Vegas, most of your visitations wiitor as a result of population
within 30, 60, and 90 minutes, with the highest probability afatisn within the 30
minute drive time and the least within 90 minutes.

The following map (Figure 1) shows the 30, 60 and 90 minutes timeefor two
hypothetical facilities: Berlin and Seabrook, New Haimre. Within each driving zone,
we can estimate several important demographic variahtdading population,
households, and income — each of which are important tostadding how many
potential visitors for expanded gambling opportunities may exidttherefore generate
revenue. Using this same data on visitation, we use achddith risk exposure model
to understand the share of new visitors whose gambling maghtit in pathological
behavior associated with an increased exposure to gamblaigse proximity.

This map highlights the critical role that placemena décility will play in whether or
not the state is importing gamblers from other states,critical determinant of the
ability of an enterprise to generate revenue for the.sta

Major Findings

The major finding of our research is that predictingitmgact of expanded gambling is
exceedingly difficult. Policy makers would be wise a&e this into account when
considering anyone’s ability to precisely understand thestnpleexpanded gambling.

Conducting an analysis of the positive and negative quesees of expanded gambling
requires assumptions about population, capital investrtienpolicy decisions of other
states and the federal government, the length of time facility to be constructed, and
whether the expansion will be phased in over time, gnadiner things.

These assumptions haveexrylarge impact on estimates of the benefits (reverames)

costs (social or otherwise) and have an impact ondrawhen these benefits and costs
would accrue to local communities and the state.

New Hampshire Center for Public Policy Studies
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Figure 1: 30, 60, and 90 Minute Drive Times from Berlln ancSeabrook New Hampshire
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Major Findings (continued ...)

Having noted these cautions, our modeling suggests thatisreesegnificant market for
expanded legalized gambling in New Hampshire. Our modelingeaidrthern New
England market suggests that casinos established in NewsHamwould have access
to a $577 to $687 million market for casino gambling, and 1.7omillisitors annually.
The range is a function of our modeling a market whigieegnces a 16% reduction,
consistent with the reduction in gambling expendituresdbeurred in the New
Hampshire lottery between 2008 and 2010.

The size and geographic placement of a facility ar@timeary drivers of state revenues
that mlght be gained by the operation of a facility.
As a result of the proximity to the population of Massesetts, our models
suggest that facilities in the southern part of theestatuld bring in the largest
amount of revenue to the state.
The larger the facility, the greater the potential reieenA small facility,
especially one with little attractiveness relativedonpetitors, would not draw
significant visitation and, therefore, would be lesslyike bring in significant
revenues to the state.

Depending on these assumptions about the nature of expgautidding, revenues to the
state in our models vary from a net loss to the $thgecase where regulatory and
government paid social costs are greater than revermabhaost $150 million per year
under the most generous assumptions, including that spendgmnabling will return to
pre-recession levels.

Another major finding from our work is that revenue eaties alone are not a good
proxy measure for the potential benefit to the stat® e@panded gambling. Depending
on the geographic relationship and size of the gambling fasiflassachusetts might
approve, revenues to the state from a New Hampshiléyfaciuld decline by as much
as one-third depending on where the facilities wereludineg measures of displacement
and social cots could reduce revenues by another 10-20% degpendihe site.

Economic development benefits from expanded gambling aamgedy to the local
community where a gambling facility would be located. Fosialulated communities

in our models, the implementation of a large casino @voegult in slightly less than a
3% increase in gross domestic product of the county in whelfacility was located.
The further north a facility is sited, the largerldsal economic development
implications due to the relative size of economieisarthern New Hampshire. Itis,
however, unlikely that a large casino would be locatedithern New Hampshire
because it would be further away from higher income and pigqulareas, necessary for
such a facility to be feasible.

Pathological gambling and the social costs that conteitzdre the primary (though not

the only) problems associated with expanded gambling. Alththegprecision of
estimates around social costs leave much to be desiredstimates, which vary

New Hampshire Center for Public Policy Studies
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substantially across markets and facility types, suggasstitial costs will reduce the
benefit of expanded gambling. While we acknowledge that elgahgambling would
impact New Hampshire’s brand in some fashion, have aaahgn the political
landscape and affect social capiialwas not possible to include these impacts in our
simulation models.

Under certain assumptions — including that the state waxldross gambling receipts at
39% -- our analysis suggests that there may be a ben#ii state from expanded
gambling, but the size of that benefit is critically degent on how expanded gambling
is implemented. And policymakers need to look carefitlithe assumptions regarding
costs and benefits when making policy decisions.

Figure 2 below — included as Figure 12 and discussed in moreiddépiapter 5 — shows
the Center’s estimates of the impact on the staiyeaf a $500 million dollar investment
in a facility with 5,000 Video Lottery Terminals (VLT'Snd table games in each of five
sites identified by the Commission. In this graph, teaénue potential shows the
amount of revenue that might accrue to the state at a®9fate if each site were
implemented independently. In other words, summing thengiat revenue across the
sites is not appropriate, given that that would likelyreegimate revenues, given the
overlap in markets.

Figure 2
Benefit to the State of Expanded Gambling ($500m Investment, VLTs and table
games) Including Social Costs and Massachusetts Expansion
$250
$219 O Total Revenue Potential
M Net Benefit
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3 Griswold and Nichols. “Social Capital and Casino Glimgtin US Communities. “ Social Indicators
Research. 206: 77. pp369-374.

* There is an important difference between mecharlisairechines and video lottery terminals. In this
report, we do not make a distinction between the two.
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To estimate benefit to the state, our model adjusthh@®mpact of expanded gambling
on meals and rooms tax revenue, the Lottery, asstimeMassachusetts implements
expanded gambling in the current proposed form, and accaurdascbnservative
estimate of government-specific and societal socidbdos New Hampshire residents
only. We stress that there is uncertainty in tha dad assumptions, but the information
does provide policy makers with a relative sense of tipaainof geography and the
inclusion of factors beyond simple revenue estimatésercalculation of benefits to the
state.

Ignoring for a moment whether or not any organization daelelop a $500 million
dollar facility in each of the areas identified abaves graph clearly highlights two
findings. First, creating significant revenue benefithe state is a function of placement.
Our model suggests that facilities with access to the ptipnlcenters in Massachusetts
or to high volume tourist areas are more likely tadpisignificant revenues to the state
than those that don't.

Second, our models suggest that revenue estimates neetetagered by other factors —
including the action of Massachusetts, decisions abowotheept of social costs, and the
impact of the recession — which can clearly affectpibiential revenue benefit to the
state. These other factors can significantly redueddmefit to the state and any
prudent calculation of the benefit to the state of expdugaenbling should consider
these. In our modeling of expanding gambling in southwesterfor example, the
benefit to the state of a $500 million, 5,000 slot faciitgps from $39 million to $14
million when including these other factors.

An equally important consideration is the impact of tleent recession on gambling
revenues. Our estimates presented in the figure abowased on data prior to the
recent recession. Therefore, our revenue estimegdikaly to be high relative to the
existing experience. Gambling revenues in Nevada fell 10cepiein 2009, the largest
single-year decline in state history. The 2009 declifevila 9.7 percent decrease in
2008 when statewide gambling revenues totaled $11.6 bilidmhegan Sun’s revenues
have declined by 10% in the last two yeansdew Hampshire State Lottery revenue has
declined by 16% over the last two years.

For simplicities sake, and to given policy makers a sehtge relative impact of
assumptions about expanded gambling, we have assumed thatlahefits and costs of
expanded gambling accrue to the state (and to local comas)nimimediately. As will

be discussed later and is shown in Figure 3, howeveyr lioahse fees and the economic
development implications of construction activities vaoloé experienced immediately.
The economic development revenue implications of theatipes of a facility would
depend critically on how long construction took, how qui¢kk facility was ramped up
to a particular size. The potential social costs ioaplons would be staggered as well.

> http://www.lvrj.com/news/gaming-revenues-fall-by-biggestepatage-ever-84117117.html
® GSC visit to Mohegan Sun, interview with Jeff Hartma12/14/09
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Figure 3: The Impact of Time on Costs and Benefits
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Complex cost-benefit models are difficult enough tanestie with precision when
rigorous data and methodologies are available. Thewareraore difficult when data is
scarce and researchers have yet to agree on the lthetiméor constructing a model,
such as the case with expanded gambling.

The Center has strived to be as transparent as posgibleegards to assumptions in our
model and urge readers not to have a false sense of pmegiicthe model presented
here oranymodel of the costs or benefits of expanded gambling. ©attier hand, we
believe that the relative magnitudes of positive and thegows among type, size and
location of a facility are a reasonable portraithef effects of expanded gambling.
Moreover, they present a consistent set of anatyseghich to debate the economic
pluses and minuses of expanded gambling in New Hampshire.

In summary, our modeling suggests that if the stateesasted in expanding gambling,
and if the state is interested in maximizing economiebeto the state and local
communities, expanded gambling would be best implementée southern part of the
state (with access to large population centers) withifgignt capital investment
requirements (and therefore local economic beneéitg),a set of public policies that are
designed to limit the potential for pathological and prabbambling. Such public
policies would include the acknowledgement that the lecahomic benefits are
experienced very locally, while the potential coststam® more broadly, geographically
speaking.

New Hampshire Center for Public Policy Studies
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Our Approach to Modeling the Impacts of Expanded
Gambling in New Hampshire

Despite an exponential growth in the casino industrynduthe last decade of the
twentieth century, the literature regarding the impagaohbling on local communities
has grown slowly. Despite a significant number ots looking at various impacts of
the expansion of gambling, about the only point that isejon by all is that the impacts
— both positive and negative — accrue locally and declintattieer one is from that
facility.” In fact, in our literature review, there was only guélished study in a non-
gambling journal that attempted to estimate a full cosetiemodel of the impact of
expanded gambling.

The most comprehensive (and most effectively vettedysieaf gambling to date was
made by the National Gambling Impact Study Commissionl@8&E1999), which was
designed to assess the social and economic implisatiogambling in the United States.
Their final conclusion was telling; it is unclear whiag¢ net benefit of expanded gambling
was. The NGISC called for more appropriate measurenaéitoth benefits and costs
and the implementation of regional pilots attemptinggbmate the costs and benefits.
While there have been many studies conducted since Hieoatl to arms did not result
in a strong consensus on the data or methods for agséssibenefits and costs of
expanded gambling.

Based on our review of the literature, our models aredban four fundamental
assumptions.

These are:

1) The placement of a casino in New Hampshire (or clas&rew Hampshire) will
increase the number of people that gamble.

2) The closer one is to a casino, the more likely #reyto visit to a casino. Conversely,
the farther individuals have to travel, the less likblyy are to visit to a casino in
New Hampshire.

3) The gravity of a facility — attractiveness, size, an@aities — and the competition in
the market affects the gambling behavior of area residents

4) For a small share of the population, increased acoagsbling results in
pathological or problem behaviors which creates afsst@al issues that, although
often difficult to quantify, offset potential benefits.

The Center has developed a series of inter-relatedlsntide provide a transparent look
at the assumptions necessary to simulate the ecommuhisocial impacts of expanded
gambling for New Hampshire. These models take as inputsnasiens about the

" Smith, Hodgins, and Williams. (eds) Petry and WeinsttR&search and Management Issues in
Gambling Studies.” 2007

8 Chhabra, Deepak. “Estimating Benefits and Costs sin@aGambling in lowa, United States.” Journal
of Travel Research, Vol. 46, November 2007, 173-182.
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amount of capital investment, the size and type ofifgcdeography, population and
income levels, and the potential action of other st@esMassachusetts). The model
design is shown in Figure 4 below.

In this model, we develop a gravity model to produce estisnat the number of
individuals and income that might be spent on gambling.sé@ betimates are used to
drive our simulation of the economic impact of consiauc{short-term) and operations
(long-term) of a gambling facility, the revenues creatieel displacement of existing
economic activity, and the social costs.

Figure 4: The Basics of Simulating the Impacts of Expande@Gambling in New Hampshire

At the request of the Gaming Study Commission, the Cadeetified five sites in New
Hampshire to represent diverse areas of the state anddel gambling impacts in
separate regions. The study areas were defined as SohterHampshire,
Southwestern New Hampshire, the Lakes Region, Ski @guand the Great North
Woods. These regions follow county boundaries and #ie taurism regions of New
Hampshire.

In the following pages we will present the model usedstonate the costs and benefits
to expanded legalized gambling in New Hampshire. The feptistludes an estimate
of the size of the casino market, including potengaénue and number of visitors to
these facilities. The second step estimates additmrafits to the state, beyond the
potential increase in state revenue and includes the miodevelopment impact of a
new industry in the state. The third step estimatesisoasts, both public and private,
which are linked to the number of gambling visitors.

New Hampshire Center for Public Policy Studies
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Finally, in Chapter 5, the benefits and costs of expaielgalized gambling are brought
together to provide policy makers with a sense oféfative size of the costs and
benefits of expanded gambling and the factors which droagetlestimates of benefits
and costs.

New Hampshire Center for Public Policy Studies
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Chapter 1: The Market for Gambling in New Hampshir e
and State Revenues

At the core of the Center’s work on estimating tin@act of expanded gambling in New
Hampshire are the estimates of individuals who wouldgyaate in gambling, the
amount of wagering that would occur, and the potential impiaiccreased competition
on the total amount of wagering. The model developed takepats the size of the
facility (including capital investment), the type of fagil(including Video Lottery
Terminals [VLTs] only versus VLTs and table games),ldloation of the facility, the
type and quality of competing facilities, and the incomghefpopulation within a
potential market area. The relationship between theseréaand the total estimated
market are based on the experience of the other gamblingies in the northeast.

Estimating New Gambling Visitors

The first step in the Center’'s work was to develoasnees of the counts of individuals
who might gamble at a facility in New Hampshire. T ttmd, the Center developed a
simple “gravity” model, which is a special drive time mbiiat defines markets based

on the relative attractiveness of facility relativeothers, based on the size and amenities
provided at the gambling site. This model provides us with haddbr estimating the
number of people that might participate at a new gamblingezéepending on where the
facility was placed. This approach is one used in siexton efforts in retail industries
and in the gambling industry itself.

In our model, we use drive time analysis to createethomes around a location that may
be driven within a specified time (30, 60, and 90 minutes)th&ke aggregate
demographic data by each zone to estimate the numbertofviand the amount likely
to be spent on gambling.

As an example, the following map (Figure 5) shows tha angel estimated drive times
within a 30, 60, and 90 minute drive of downtown Concord, Nemghire. Note that a
drive time in excess of 60 minutes from Concord will inclpdetions of other states in
New England. Within each zone shown, we can estis&teral important demographic
variables, including population, households, and income —aaghich are important to
understanding how many potential visitors for expanded gambjipgrtunities may
exist.

To develop estimates of the number of visitors, populagtimates are multiplied by the
population’s participation in gambling activities, which vdgpending on distance to the
facility. That is, individuals living closer to a casiare assumed to be more likely to
gamble than those farther away from the facilitysakion. The population participation
rates used in this analysis are based on casino paiticipate data from the Harrah's

New Hampshire Center for Public Policy Studies
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2003 Casino profile and studies by other consultants thatifieed propensity to visit a
casino based on distance from that fac#ity.

Figure 5: Example of Drive Time Areas — Concord, NH

The Center has also calculated the portion of the populet each zone residing in New
Hampshire. Participation rates by each drive timgyagsented in Table 1.

° Slot Machines (Or Video Lottery Terminals) At the F&ace Tracks of Massachusetts: An Opportunity
for More Jobs And Tax Revenues, Cummings Associd@88; Market Feasibility, Economic, & Fiscal
Impact Analysis For Sagamore Crossing Golf Resort &€ntion Center Hudson, New Hampshire, 2009
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Table 1

Assumed Propensity on Income and Population
100 N Main Street, Concord, NH 03301
— ___ _Adut  Porionin |

Participation New

Zone Drive Time Rate Hampshire

Zone 1 30 minutes 48% 100%
Zone 2 60 minutes 30% 36%
Zone 3 90 minutes 20% 17%

The estimates of propensity to gamble are based on avref/gambling literature and
interviews with industry experts. First, the literataregambling, both pro and con, is
unanimous on two points: First, the presence of acasia geographic area will
increase the propensity of that population to visit ancasecond, the propensity to visit
a casino declines with the distance from the casication’’ For example, Cummings
Associate¥' uses visitor days per thousand adults versus distance#&sinos to
construct a “distance factor” for casino visitation.

In addition, data from the Harrah’'s 2003 Casino profilehefU.S. Casino Gambler
shows that states with casino gambling have higher casation rates than states
without casino gamblin’ For example, the 2002 casino participation rate in the
Mobile/Pensacola metro area was 40% and 92% of the wisiesto nearby Mississippi
Gulf Coast casinos. By comparison, the casino paation rate for New Hampshire was
estimated to be 21%, with 70% of those visits to the Gz tribal casinos — more
than an hour and a half drive from the New Hampshire bborde

Interviews with industry experts confirm that proximityaaasino increases the
propensity to visit a casino. According to Innovatiol@x, Inc., 60% of the adults in
Las Vegas and the Gulf Coast play slot machines, aradiie participation rate around
most casinos is 48%.

The Center used the 48% propensity estimate within a 3@engmive time, and reduced
the propensity estimate to 30% in the 30 to 60 minute dmne, and to 20% in the 60 to
90 minute drive zone, in order to be consistent with tieddce factor” estimates in
other studies.

Estimating Gross Receipts for Gambling in New Hamps hire

The primary benefit to the state of implementing gamgbis new revenues generated. In
order to estimate potential tax receipts, the Centd@stimate the total gross receipts
available to be taxed. We look at two different modeksrtalate the total available
baseline market in the Northeast.

9 Hinch and Walker, “Casino Patrons, Travel BehaviBlmgce Attachment, and Motivations: A Study of
Alberta Residents”, Alberta Gaming Research Insti2@6;3.

1 Analysis of Current Markets for Casino Gaming in lowith Projections for the Revenues and Impacts
of Potential New Facilities, Cummings Associates,0Bet 2003. Also study by Cummings Associates for
South Dakota in 2004.

2 Harrah’s Surveys in 2002 and 2006; “Profile of the AmeriGambler”
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In the first model, we use an approach based on thership between personal income
and gambling behavior. Inthe second, we develop essrbated on the number of
individuals within a given market, their propensity to gambtel an estimate of total
gross receipts. In our final analysis, these two diffieneodels are averaged and their
predictive ability was tested against the actual expegieh gambling activities in other
markets in the northeast.

Model 1

Our first model relies on estimates of the number afiddals within 30, 60, and 90
minutes drive of a gambling facility, measures of the propetsigamble, and an
estimate of gross receipts per individual to produce essratgross receipts. Estimates
of the number of individuals within 30, 60 and 90 minutes weveldped based on the
Center’s drive time analysis discussed above.

Estimates of the propensity to gamble factors weredbaseéHarrah’s 2003 study of
gambling behavior which showed how the propensity to gamblenddalith increasing
distance from a casif® The gambling propensity for adults in each time zonerdex!
with distance from the casino — 48% of adults have pgmsity in the 30 minute zone,
30% of the adults in the 30 to 60 minute zone, and 20% aidhits in the 60 to 90
minute zone.

Estimates of the gross receipts per individual werecbasea Meckza Market research
study in Eastern Texas, adjusting for inflatinThe weighted average gross receipts per
gambler per year in the Northeast market was $406. Botbrtipensity to gamble

factors and the gross receipts per individual were adjustensure that the models
effectively replicated the outcomes in the gamblingkeiar in the northeast, as discussed
below.

Model 2

To estimate total gross receipts in this second modeCémter produced estimates of
total market (wagering) based on the drive time market tiefindand income. Estimates
of the total income for individuals within 30, 60 and 90 minutese developed based on
the Center’s drive time analysis discussed abovie tdtal personal income within each
of the drive time zones was multiplied by a rate stditionary gambling spending based
on work conducted by Barrof#.

Allowing for Variation in Market Based on Size and T ype of Facility

Because the Commission and others are interested @rstadding gross receipts for
facilities of different size and in different compife relationships, the Center needed to
adjust market potential to reflect the impact of sind amenities of a given facility. To

13 Harrah’s Survey 2002, “Profile of the American Ganribler

14 Meckza Marketing and Klebanow Consulting, with Universityouston, “Gaming Market Size
Estimate, Greater Dallas/Fort Worth Metroplex”, May 2004

15 Market Feasibility, Economic, & Fiscal Impact Anasy§or Sagamore Crossing Golf Resort &
Convention Center Hudson, New Hampshire, 2009
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accomplish this, we developed “gravity” factors. Any “neygmblers in a region would
only come from tourists coming into the region fromsmg or from an increased
propensity to gamble by current residents. Both facterséluenced by where the
facility is placed and by the gravity of the facilitizike gravity defined in physics, a
larger body will have greater attraction. The abiifyan entertainment facility to attract
business will depend on its size and amenities. Thatsay, a larger gambling facility
with more slot machines, table games, entertainmenth@tedlrooms will attract more
gamblers — and more tourists. Gravity models have beenrusetdil market analysis to
define a trade area based on its attractiveness eetatither trade areas.

The gravity estimates are used to help define the markatimthe operations phase of
the facility. The gravity model calculation is repnessl by the following equation:

Equation 1

A plain verbal translation would be that the balancBreak Point (BP) is equal to the
Distance (d) between two places, divided by the Unityaial (1) plus the Square Root
of, the size of Place One (p1) divided by the size of Plag (p2). For our use in
measuring the break point between two casinos, (d) weeuttie driving time between
two casinos, while (pl) is a measure of attractiveneghéofirst casino and (p2) is a
measure of attractiveness for the second casino.

For example, the driving distance between Mohegan Ssinacan Connecticut and Twin
Rivers racino in Rhode Island is about 75 minutes. Mahe&Sun has a gravity factor of
315, while Twin Rivers has a gravity factor of 81. Substitutnto the equation above,
where d is the driving distance in minutes and pl and p2 aggdhity factors, the
estimated break point would be 26 minutes. In other words, iEaeotential visitor
were only a 26 minute drive from Twin Rivers, they wouldrme likely to drive to
Mohegan Sun, at 49 minutes away.

In order to estimate gravity factors, analysts musttifjetine relative importance of
amenities to individuals’ decisions about where to ganmbleall as the impact of the
size. Lacking any other information, the Center ceba estimates by Barrow, on the
relative importance of amenities, and used informati@ugthe size (measured by
gambling space, number of VLTs, hotel rooms and convespiane) from a variety of
sources to create the gravity factors identified in Tadselow. In other terms, a super
casino (represented by Mohegan Sun) would be slightly tharethree times as
attractive as the average casino.
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Table 2: Gravity Factors Used in Our Analysis

Attractiveness Calculations Mohegan Sun
Super Las Vegas Small Large Small
Casino Casino Casino Racino Racino
Gaming space 344,000 100,000 40,000 95,000 30,000
Number of slots/VLTs 6,800 2,000 1,000 4,000 1,000
Tables 400 200 25 0 0
Hotel Rooms 1,200 1,000 300 0 0
Convention space 100,000 40,000 4,500 10,000 5,000
Parking 13,000 5,000 2,250 5,000 2,000

Weights

Gaming space 10% 34,400 10,000 4,000 9,500 3,000
Number of slots/VLTs 40% 2,720 800 400 1,600 400
Tables 20% 80 40 5 0 0
Hotel Rooms 15% 180 150 45 0 0
Convention space 10% 10,000 4,000 450 1,000 500
Parking 5% 650 250 113 250 100
100% 48,030 15,240 5,013 12,350 4,000
Ratio (compared to Las Vegas casino) 315% 100% 33% 81% 26%

Testing the Model

The idea behind the development of these models wastoeethat we accurately
predicted the possible market size, wagering, and grospteeteNew Hampshire. To
test these models, we used the average of our two nattketested the results against
the experience of other markets of the northeast. n@ulels produced estimates within
2% of the total market gross receipts associated wigrakenortheastern gambling
markets, including the areas around Twin Rivers (RI), IEs@mwn (WV), Bangor (ME),
Saratoga Springs (NY), Batvia Downs (NY), Chester De@WA), Dover Downs (DE),
and the Meadows (PA). These markets were chosen gsaosons based on the fact that
they were northeastern U.S. markets and, in theomlas to New Hampshire’s potential
experience®®

Adjusting for Tourism

We know that the underlying population in New Hampshire ahdrareas is not always
the best basis for estimating markets given the higl & tourism in the state. To
adjust, we include a tourism multiplier to accounttfe fact that actual population in
New Hampshire increases considerably as a result a$toactivities. This tourism
multiplier — discussed below — may over-estimate thearhof tourism on gambling, but
no better model was availabie.

Travel and tourism spending is disproportionately impdri@a New Hampshire. In New
Hampshire in comparison with traveler spending nationglafmost twice as large as the
state's share of the national populatibhlew Hampshire ranked seventh nationally in

6 The Center will provide those other models at requd$te Center struggled with how to articulate the
precision of these estimates. Due to the relativelgllsnumber of test opportunities, standard measfres
statistical precision were potentially inappropriate.

Y This may over-estimate the impact of tourism due tdabiethat we assume the tourism impact is year
round and due to the fact that some visitors to tha @aill come from within a 90 drive which could result
in some double counting of visitation or expenditures.

18 New Hampshire Fiscal Year 2008 Tourism Satellite Acdusmirence E. Goss, June 2009
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the number of alpine skier and boarder days during the 200it& weason and third
nationally in the proportional importance of skiing agereational activity on the state's
economy*® Travel and tourism is the second most important expdustry in terms of
employment size for the state's economy.

Tourism is particularly important in the White Mountsihakes Region, and Great

North Woods regions of New Hampshffeln the White Mountains, tourism spending as
a portion of personal income is five times the stateamesand visitor days per area
resident is four times the state average. The rtiatie major tourism regions in New
Hampshire are shown in Figure 6.

Figure 6

Ratio of Area to State Average

Great North Woods

Dart.-Lake Sunapee
Monadnock
Lakes Region

White Mountains

Seacoast

Merrimack Valley

0.00 1.00 2.00 3.00 4.00 5.00 6.00

‘El Traveler Spending % of Income m Visitor Days in Millions ‘

The Center has used a tourism multiplier applied todtrienue and visitation models to
account for the likelihood that a model based on resid@pulation and personal income
might undercount the market size in a high traffic tour@gea. The multipliers used in
our analysis are shown in Table 3 below.

Table 3: Tourism Multipliers Used in Market Estimations

Toursim Area Multiplier
Southern NH 1.0
Southwestern 1.0
Lakes Region 1.0
Ski Country 45
Great North Woods 15

These were calculated based on the ratios shown alfmreexample, the multiplier for
the ski country market area is the average of tragplending as a percent of income and
visitor days per resident, estimated at 4.5.

19 bid.

20 Okrant, Mark, “The BALSAMS Grand Resort Hotel: SurnafyGuests, Past Guests, and Past Inquirers”,
Summer of 2000.
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The Impact of Massachusetts

In our previous work we noted that both Massachusetts andeMhave been exploring
expanded gambling in various aréasThe decisions of these states materially impact the
calculations necessary to compute the number of indivaduiab would gamble at any
facility and ultimately the wagering that would occur. vidobsly, because of the size of
the population and the proximity to potential southern Nempishire sites,
Massachusetts’ decision-making will materially impaet lew Hampshire market for
expanded gambling.

If Massachusetts were to legalize expanded gamblingyetryslikely that fewer
Massachusetts residents would be visiting New Hampshgartdle. However, there
are a number of reasons why Massachusetts visits toHéempshire would not
disappear entirely.

First, the potential loss of Massachusetts gambling ssineNew Hampshire will
depend upon the location and attractiveness, or the gratitye facilities in both states.
For example, a VLT-only facility in the Boston areaynattract gamblers who would
otherwise have traveled to New Hampshire, but thatinvilirn depend on the distance
traveled, the location of each facility and the aniesiat each facility. Retail gravity
analysis suggests that customers will travel fartharrtwre attractive facility, even if a
less attractive facility is close by.

Figure 7: Potential Casino Sites in Massachuse

2L For a description of recent casino/racino proposalddassachusetts, séBelLeo goes to bat for casinos,
slots”, Boston Globe, March 5, 20M0ww.boston.comand “Casino pitched for Fall River”, Boston
Globe, May 18, 2010mww.boston.com Full casinos have been proposed in Palmer and Falt,Riith
limited slots (750 each) at the Wonderland, Suffolk Dowtainridge and Raynham race tracks.
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Second, the expansion of gambling in Massachusetts maylwataeease the gambling
market in the Massachusetts/Southern New Hampshiag @eating more customers for
both facilities. Several studies have found thagdmabling market expands with the
introduction of new casinos and gambling facilities in hbaying state& Further

proof of this phenomenon can be found in the 2002 casinigipation rate data
published by Harrah’s — the casino participation rate is 3b8tei Providence/New
Bedford portion of Massachusetts (closer to the TRiirers racino) while the casino
participation rate in metropolitan Boston is 27%.

Proponents of expanded gambling in New Hampshire haveatstithat their New
Hampshire business could be reduced significantly if Massatisuvere also to legalize
expanded gambling. This would have an important impact @amoevas well.
Information provided by Millennium Gaming — the owner and predaseveloper of
Rockingham Park — suggested that revenues to the state cdovdeped by almost 31%
if Massachusetts moved forward with expanded gambling. n8agaCrossing is a
proposed casino and golf resort development in Hudson,HNewmpshire. Using data in
their feasibility analysis of the Green Meadow galfic(Barrow, 2009), the Center
estimated that the resort gambling revenues would decliapfnpximately 20% if slot
machines were allowed at a refurbished Suffolk Downs.

The Center produced its own estimates of the potent@dct of an expansion in
Massachusetts on gambling activities in New Hampshir@rder to estimate the loss at
one facility to expanded gambling at another location,resessary to estimate the
potential common market area served by both facilitiése following table shows the
population served, by county, in a 30 mile radius of RockingRark, NH and Suffolk
Downs, MAZ#

Table 4: Population Overlap between Rockingham Park (SaleniNH)
and Suffolk Downs (East Boston, MA) Market Areas

Total Assumed

Rockingham Suffolk Population  Common

Common Areas at 30 miles Park  Downs by County area

Middlesex MA 1,137,843 1,416,175 1,487,636 1,137,843
Hillsborough NH 343,282 10,914 404,074

Essex MA 715,652 675,815 737,365 675,815

Suffolk MA 82,363 689,807 742,724 82,363
Worcester MA 15,382 35,580 799,343
Norfolk MA 0 634,994 661,359
Merrimack NH 32,825 0 148,979
Rockingham NH 276,350 0 298,330

Total in Each Area 2,603,697 3,463,285 5,279,810 1,896,021

Mass 1,951,240 3,452,371 4,428,427 1,896,021

NH 652,457 10,914 851,383 0

The total population within a 30 mile radius of RockingHaank is 2.6 million.
Approximately 1.9 million of those people live in an arathin a 30 mile radius of

2 For example, Richard McGowan in “The Competition fantbling Revenue: Pennsylvania and New
Jersey’ (2009) found that the Pennsylvania/New Jersey gagnblarket expanded significantly with the
introduction of VLTs at Pennsylvania racetracks.

3 Data from Circular Area Profiles, Missouri CensuseDaenter,
http://mcdc2.missouri.edu/websas/caps.html
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Suffolk Downs, and all of those people live in Massachsséihe common area for both
facilities is estimated to be in Middlesex, Essex, &affolk counties in Massachusetts,
comprising 1.9 million people.

Assuming that half of the gambling population in the 1.9 omllivould now visit Suffolk
Downs instead of Rockingham Park, the Rockingham Parkeheould be reduced by
36%, as in the following equatiof:

Original Rockingham Park Market = 2.6 million
Common area for both Rockingham and Suffolk Downs = milon
Rockingham area not in common with Suffolk Downs = Oilfom

New Rockingham Park Market (1.9/2)+0.7 = 1.65 million
Potential Market Reduction (1.65/2.6) = 36%

The Center estimates that this would be the maximurkenss sustained by
Rockingham Park, assuming a similar size facility weregen at Suffolk Downs. A
more attractive facility in Rockingham Park, as comg@aoceSuffolk Downs, would lower
the above percentage loss.

The Center used a similar approach to determine the pdteratiket loss of each area in
our analysis assuming Massachusetts adopts expanded gamidiiglfte=5). Areas of
New Hampshire further north and west of Rockinghank Rexuld be less likely to be
impacted by expanded gambling in Massachusetts. The popudatiters for the
northern market areas would be too far to be influenceddasino built in
Massachusetts so far south.

Table 5
Market Area Market Loss if Massachus_etts
Adopts Expanded Gambling
Southern NH 31%
Southwestern 20%
Lakes Region 10%
Ski Country 0%
Great North Woods 0%

24 Rockingham Park and Suffolk Downs are within a 40 mintitedf each other. Gravity analysis
suggests that the break point for equally attractive oasiould be 20 minutes. However Suffolk Downs
is over one mile from the closest highway to Newnigahire (1-93), which requires payment of a toll to
access the highway, and requires traveling through Lisgeamational Airport, with all associated traffic.
Rockingham Park is located less than one mile fromjarrhaghway (1-93) and is easy to access from the
highway, requiring only one turn to access the RockingRark Racetrack with less traffic congestion
than being located near the airport of a major metitgpohrea. Therefore, we believe a 50/50 split is
conservative.
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Estimating State and Local Revenues

Estimating revenue to the state from expanded gambling ssr&imple as multiplying
the gross receipts at the casino times the tax Re&@enue estimates require an
assessment of the potential impact of gambling on lo#etiyities and meals and rooms
taxes, among other factors. The complexity of theaitn makes estimating revenue to
the state more of an art than a science.

The problem of estimating gambling revenue is illustratetderfallowing chart (Figure
8), taken from work by McGowafi. Potential expanded gambling revenue would come
from three sources: 1) in-state residents who aregambling in other states; 2) state
residents who do not gamble now (except on the lotteryybutd gamble at a new
facility; and 3) non state residents (tourists). Garshlethe first and third groups would
represent a net gambling revenue gain because these gamblesent potential revenue
not now captured in New Hampshire. These groups mightsalsnd money in local
restaurants (subject to the meals and rooms tax). Thadgcoup might represent a
smaller gain or a potential loss of revenue becatlesethamblers would be spending
discretionary income on gambling that is now spent in Neampshire on other forms of
entertainment or lottery. For example, meals and so@venue from this group would
decline, since discretionary income devoted to gamblingdu@auce expenditures on
other items.

Our model of taxation begins with an overall tax on gamgbgjross receipts of 39%. We
chose 39% given current legislation that requires thatats® It is important to note
that tax rates vary considerably across the counthyan change over tinfé.

In addition, our model of taxation attempts to take atoount three additional factors:
1) the degree to which the expansion of gambling impactsyatteenues; 2) the degree
to which spending on expanded gambling replaces existing dis@st spending on
meals and rooms (and therefore meals and rooms tares3) ahe degree to which
expanded gambling could result in additional meals and ropergisg based on an
increase in the number of travelers to New HampsHire Center’s efforts to model the
impact of expanded gambling on the lottery and on mealscamdsrtax receipts are
discussed below.

% “The Gambling Debate”, R.A. McGowan, 2008

%6 5B 489-FN-A-LOCAL — AS AMENDED BY THE SENATE,
http://'www.gencourt.state.nh.us/legislation/2010/SB0489.html

" These tax rates can also have a significant impatteowitlingness of firms to invest in capital
infrastructure during the beginning of an expanded gamblingtieaction project.
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Figure 8
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Substitution between Casinos and State Lottery Sale s

Any prudent assessment of the revenue impacts of expandddirganeeds to account
for the potential impact of expanded gambling on existing gamhktivities. Casino
gambling will not only encounter competition from othetesabut also from different
types of gambling within the state. Specifically, slot maekiand lotteries may compete
for the same customers, causing a substitution effect éme type of gambling to
another® It is important to understand how the revenue of thesemajor types of
gambling — casinos and lotteries — displaces each other.

Walker and McGowan have both published literature reviewshave observed a
substitution between casinos and lotteflesHowever, the size of the cross-price
elasticity remains in question. Inthe end, the Cearféxd on an average estimate of
cross-price elasticity to understand the relationship detvthe lottery and casinos. To
create this estimate, we relied on two studies — by $iegteAnders, and Rork and Fink.
In Siegel and Anders (20039the authors estimated that a 10% increase in slotines
was associated with a 3.8% decline in lottery revenud®otk and Fink (2003} the
authors reported that a $1 increase in casino taxuegeresulted in a $0.56 decrease in
lottery tax revenues.

In our model, we have assumed the Rork and Fink (2003) éssimba casino lottery
substitution factof? That is, our model assumes that for every dollgrass receipts
from New Hampshire residents at a casino slot machinee®s less will be spent on
New Hampshire Lottery tickets. This result is theritiplied by the effective NH
Lottery tax rate of 3995 to estimate the overall reduction in New Hampshireergt
sales due to casino gambling.

Meals and Rooms Tax Impacts

Expanded gambling could have either a positive or a negatpactnon meals and rooms
sales receipts. Money spent gambling by New Hampshire nésideuld mean less
money available for other discretionary spending, inolgidn dining out and hotel
rooms. On the other hand, tourists coming into New Hanmgshigamble would also
likely spend money on meals and hotel stays.

2 \Walker and Jackson, “The Effect of Legalized Gambtingtate Government Revenue:”, Contemporary
Economic Policy, 2009; and “Do U.S. Gambling Industriear@balize Each Other?”, Public Finance
Review, 2008

29 “The Gambling Debate”, Richard McGowan, 2008, page 90 t6T3ie Economic Effects of Casino
Gambling, A Perspective from the US”, Douglas Walkespntation at the Macao Global Gaming
Management Series, October 2009.

% Siegel and Anders, “The Impact Of Indian Casinos On Stiteries: A Case Study Of Arizona” (Public
Finance Review, March 2001)

31 Rork and Fink, “The Importance of Self-Selection in Bastannibalization of State Lotteries”(2003)

32 Adoption of the Rork and Fink results

% The effective tax rate varies over time. For #rialysis we have assumed the rate to be 39% which is
approximately what the state experienced in 2009. Of the $2B8nt on the NH Lottery games in 2009,
$142.1 million was returned to players, for an effectaverate of 39.7%.
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In our model, we assumed that the total revenues ltisetstate would be a function of
the share of the total market that would potentialljrben New Hampshire, and
therefore would be spending money on gambling that would hHaeevzdse gone to other
recreational activities. To estimate the amount edueces that would be diverted away
from these other recreational activities we reliednrestimate from Go¥sthat showed
that 40% of visitor spending was on meals and rooms. Matteatly then, the potential
loss on meals and rooms was estimated as the amogmtssfreceipts from New
Hampshire residents, times 40%, times the meals and rtaemate of 9%.

We also assumed the possibility that revenues frormtrads and rooms tax would likely
increase as a result of new discretionary spendingcpiarly in those facilities that were
capable of drawing individuals from out of state. Thusimedes of the potential
increase in meals and rooms were based on the shée mdpulation coming from
outside of New Hampshire. We also relied on Nevada gaghbbmmission data, which
showed that 25% of out of state spending was assodidifedneals and roonis.
Mathematically, the potential increase in meals and rdamsevenue was estimated as
the amount of gross gambling receipts from non-New Hampsdsidents, times 25%,
times the meals and rooms tax rate of 9%.

Property Tax Impact

Another source of additional revenue is the locapprty tax. This is a local effect,
which will depend on the property tax rate for the geographition®® Property tax
impacts of a new gambling venue would be experienced laagéhe local level. There
is some evidence that the development of a casina pasitive impact on property
values®” though the impact is not well understood. This positffeceon property

values is not unlike the effects found for other largertainment venues, such as sports
stadiums’®

Revenue Estimates

Table 6 below shows the impact of our simulations ofigaelopment of a large casino
with approximately $500 million investment in a facilityttvb,000 VLTs and table
games. The table shows the estimated level of grosptebdased on our market
analysis identified in Chapter 1, assuming that the siere implemented without others
existing in the state. That is, interested partiesaaaehd up the amount of revenue from
each site to get a sense of how much would be brouglatcto community as there are
important overlaps of the market areas. This tabletatgdights the total amount of

34 New Hampshire Fiscal Year 2008 Tourism Satellite Accouairence E. Goss, June 2009

% Nevada Gaming Commission 2008 statistics, availabiaen!

% Increasing the total assessed value would also imipastatewide property tax.

$Casinos are found to have a significantly positivéuiefice on retail property values”, “Casino Revenues
and Retail Property Values: The Detroit Case” Jonaghafliley & Douglas M. Walker Springer Science
+ Business Media, LLC 2009

% One major study performed by Xia Feng and Brad Humphreysiegdrhe economic impact on
residential housing values. The results show that sfamitities have a “significant positive effect oreth
value of surrounding houses and this positive effect deereas the distance from the facilities increases.
See Feng, X. and Humphreys, B. R. (2008, August). Assetbgrteconomic Impact of Sports Facilities on
Residential Property Values: A Spatial Hedonic Appro&idith American Association of Sports
Economists.
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revenue to the state associated with each site, amahplaet of changes in revenues
associated with changes in lottery and meals and roomdisge and the impact of
Massachusetts’s expanded gambling decisions.

Table 6: Revenue Impact of a $500 million Investment in a&sino at Various NH Sites

Revenue Summary - VLTs and table games, large size _ facili 500m
Southern  Southwestern Lakes Ski Great North
Data in Millions of Dollars NH NH Region  Country Woods
Gross Receipts (2 Model Average) $597.8 $104.3 $119.2 $178.9 $18.3
State Gambling Revenue Estimates $233.1 $40.7 $46.5 $69.8 $7.1
Impact on Lottery Revenues -$21.7 -$3.3 -$8.6 -$4.4 -$0.9
Impact on Meals and Rooms Revenues $7.2 $1.4 $0.2 $2.8 $0.1
Impact of Massachusetts Decision -$68.6 -$7.8 -$3.8 $0.0 $0.0
Property Tax Impact (local) $7.0 $13.2 $8.7 $7.8 $14.9
Net State Revenue (not incl Prop Tax) $150.1 $31.0 $34.3 $68.1 $6.4

What becomes immediately apparent is the fact tlwsado the high population centers

in the southern part of the state are a primary da¥véne total revenues that might
accrue to the state. At the same time, those aredadeeamost likely to be affected by a
decision on the part of Massachusetts to expand gamBAltigough, for example, the
development of a large casino in southern New Hampsfigbt generate as much as
$233 million in revenues, these would be offset by the @nphincreased casino

gambling on lottery sales, and by almost one-third in Yle@tethat Massachusetts were
to develop its own large casino across the New Hampisbider®

Another finding is that the other single largest soufaewenue for the state would result

from the placement of a casino in ski country. Tisrimarily due to the fact that
tourism is significantly higher in that part of the stétan in any other part of New
Hampshire, and our market model significantly increasesatal amount of gross

receipts, and therefore potential revenues, based pfatha

Table 7: Revenue Impact of a $100 million Investment in @asino at Various NH Sites

Revenue Summary - VLTs and table games. small size  facili 100m
Southern  Southwestern Lakes Ski Great North
Data in Millions of Dollars NH NH Region Country Woods
Gross Receipts (2 Model Average) $197.3 $34.4 $39.3 $59.0 $6.0
State Gambling Revenue Estimates $76.9 $13.4 $15.3 $23.0 $2.4
Impact on Lottery Revenues -$7.1 -$1.1 -$2.8 -$1.4 -$0.3
Impact on Meals and Rooms Revenues $2.4 $0.5 $0.1 $0.9 $0.0
Impact of Massachusetts Decision -$22.6 -$2.6 -$1.3 $0.0 $0.0
Property Tax Impact (local) $1.4 $2.6 $1.7 $1.6 $3.0
Net State Revenue (not incl Prop Tax) $49.5 $10.2 $11.3 $22.5 $2.1

The development of a smaller casino with $100 million stvent and 2,000 VLTs
results in a similar pattern with respect to the nmagle! of revenues generated by
geographic area, again reflecting the fact that muchegpdipulation that might gamble
is in the southern part of the state (see Table 7).

39" As will be shown later in the calculation of bendgdithe state, in this example revenue benefit to the
state would be calculated as $233m minus the impact of exghgadebling on lottery revenues plus the
net increase in meals and rooms revenues.
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Growth in Revenue over Time

Once established, growth in state revenues associateéxpfinded gambling will be
tied to changes in discretionary spending or to inceeimsthe size and amenities of a
facility, or expansion in the number of facilitie®iscretionary spending, as measured
by the annual average increase in the state’s meals amd resenues, increased by
4.3% annually in the non-recession years 2002 to 2007 accooding $tate’s
consolidated financial reports.
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Chapter 2: Economic Development

Economists have examined expanded gambling as an economiopdaent strategy as
well as a state revenue generator. The research ssitjggesthe success of expanded
gambling in creating net economic growth depends on whetheactivity can attract
new visitors to the region. The strategy seems tmdr@ successful in sparsely
populated areas, without major attractions, than in dgpsglulated areas that already
have significant tourist traffic. For larger economreas in which new visitors are not
attracted, it is questionable whether gambling is a netrigdtor, since gambling will
substitute for other entertainment activities paid fohwitisting discretionary income.
A review of the literature suggests the following majadiings regarding the economic
impact of the development of expanded gambling.

First, a casino benefit or harm to a local econdimges on whether the casino is likely
to attract tourists to the regidh. Destination casinos, such as those in Las Vegas,
essentially export casino services to tourists bnmgn new dollars to the local economy.
A dollar spent by a tourist in a destination casino foag a local supplier providing

food and beverages to the casino, which then spendsitbané on other goods and
services in the local economy, thus multiplying theatftd the first dollar spent. The
tourist, however, does not generally spend much in threremities surrounding a resort-
style casino.

Casinos that cater to a local market generally do nogj lmiitside money into the
economy through the spending of their patrons. In fach sasinos may have no net
ancillary economic impacts; residents patronizing sucimassnay simply substitute
gambling for other goods and services. The secondary impiagpending on the
foregone goods and services would therefore be lost, tirffgeiny ancillary benefits
from gambling expenditures at the casino. Howeverc#sano attracts gamblers who
otherwise would be gambling out of state, it can haveositive ancillary economic
effects.

Second, economic development from a new casino ik tugadoes increase as
population density decreases or where communities ar®exoally struggling''*2

Wenz suggested that casinos have no statistically signifnet impact on the quality of
life in their host counties, though Native American casido generate some additional
economic activity in the form of increased populationpleryment, and housing starts.
Rephann found that if casino gambling is adopted by econtyynstaiggling counties, it
can be a successful development strategy. The effedtie tdown to other sectors of the
economy, including recipients of income maintenance patsn®n the downside, local
governments and local workers do not appear to reap theityajblbenefits because
much of the income generated by casinos is dissipatedgh leakages outside the host
county. Research has also stated that some casiroagpdocations are marginally

0 Economic impact of casino developmétgather Brome, Policy Analyst, Federal Reserve Rdnk
Boston, September 2006.

1 Matching Estimation, Casino Gambling and the Quality of, INfehael Wenz, 2007.

%2 Casino Gambling as an Economic Development Stragance J. Rephann and Andrew Isserman.
1999.
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better than others, but currently these factors ar@rominent determinants of casino
effects*®* Walker acknowledged the potential economic impact cal Ereas but
assessed the extent to which these local impacts hadista economic implications.
They concluded, based on an analysis of data from 1991 to 2@08pthausal
relatiog‘ls‘lhip between real casino revenues and reabpéadncome at the state level
existed:

Finally, a significant body of economic developmemréture holds that new
entertainment venues, such as municipal sports stadiitma wrofessional athletic
franchise bring little “new” economic growth to a regf3iSports fans who attend events
at these facilities are spending discretionary incimaewould have been spent on other
entertainment in the region creating little, if anyt gain in regional wealtf?

Many of these studies point to the substitution effecraexplanation for limited
economic benefit. The substitution effect argues taatsport- and stadium-related
activities increase, other spending declines because pedbglitiste spending on sports
for other spending® Therefore, not all of the spending resulting from thestruction

of the new facility is new spending. When ignoring thiessitution effect, many believe
that the economic value of the facility is vastlyeostated®

Opponents also argue that the multiplier for sports spgndioften substantially less
than the multiplier on other entertainment spendiridost of the revenues generated
from sports are used to pay players, managers, coaathiésamers. Unlike the
employees of local restaurants, theaters, and stoesgy of these players, managers,
coaches, and trainers do not live in the city full-tiffilkerefore, these large salaries are
spread into other city and state economies.

Modeling the Economic Development of a New Gambling Facility

Economic development impacts of a new industry in aa are commonly measured
using an economic impact modél.In determining the economic impact of a new

*3 Felsenstein, D. and Freeman, D. “Simulating the IspaicGambling in a Tourist Location: Some

Evidence from Israel”, Journal of Travel ResearcH, ¥@, No. 2, 145-155 (1998) and Felsenstein D. and

Freeman D. (2002) “Gambling on the Border: Casinos, Tioublevelopment and the Prisoner's

Dilemma”, pp 95-115 in Krakover S. and Gradus Y. (eds). Sauin Frontier Areas, Lexington Books,

Maryland.

*4 Do Casinos Cause Economic Growti®uglas M. Walker and John D. Jackson, 2007.

“5 http://www.washington.edu/alumni/columns/june97/gamel.html

*% http://www.sabernomics.com/sabernomics/index.php/200§/68ssstadiums-and-economic-

development-a-summary-of-the-economics-literature/

“" Coates, D. and Humphreys, B. (2004, October). CaughirgeBlebunking the Economic Case for D.C.

%aseball. CATO Institute. Retrieved November 29, 2008n fnttp://www.cato.org/pubs/briefs/bp89.pdf
Ibid.

*9 http://thesportdigest.com/article/economic-impact-sptatilities

*0 Coates, D. and Humphreys, B. (2003). Professional Spacibties, Franchises and Urban Economic

Development. Public Finance and Management. Retrievednibece/, 2008, from

http://netfiles.uiuc.edu/brh/www/papers/pfm2003.pdf

*1 The Center reviewed several economic impact studiasy specific to the economic impacts of casino

development. These included studies in California, (Hpdkennecticut (Carstensen), Maryland
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industry, several assumptions must be made regarding tre wdthe economic impact.
If an expanded gambling project has two phases—constructtbageration—then the
impact of the construction phase should be estimaptately from the impact of the
operation phase. The jobs created in the construgtiase of a new facility may be high
paying, but these jobs will disappear once the construptioject is completed. The
long term economic impact will be driven by the scopdayfto day operations and the
degree to which expanded gambling displaces existing expemsditargoods and
services.

RIMS Il Economic Impact Model

Our model of economic development uses the RIMS |l @ronimpact model and uses
as inputs the capital investment associated with theqisp wages and types of jobs
associated with the short-term construction and lomg tgrerations costs of a new
facility. Our model adjusts results to account forlikelihood of displacement,
discussed later in this chapter.

Effective planning for public- and private-sector projects programs at the state and
local area levels requires systematic analysis oétle@omic impacts of the projects and
programs on affected regions. In turn, systematic aisabf economic impacts must take
into account inter-industry relationships within regit»esause these relationships
largely determine how regional economies are likelyegpond to project and program
changes. Thus, regional input/output (I-O) multiplievejch account for inter-industry
relationships within regions, are useful tools for regleeconomic impact analysis.
Input/output models are based on relationships among irekjdtased on coefficients
calculated by the U.S. Bureau of Economic Analysisctvis the basis of all such
models used by all vendors and consultants in the Uniatd<3t

In the mid-1970s, the Bureau of Economic Analysis (BEAet®ed a method for
estimating regional I-O multipliers known as RIMS (Rewil Industrial Multiplier
System), which was based on the work of Garnick and DfaRée input/output model
used to estimate the economic impacts of expanded gamblsew Hampshire is a
variant of the BEA RIMS Il model, which has been usetheasure return on investment
for the New Hampshire Division of Travel and Tourism.

Economic impact data measured from the RIMS model nmkayttaee different forms:

Output is a measurement of product created by an industry. xaomne,
individual firm shipments or sales are a measure obtitgut created by the firm.

(Econsult), Massachusetts (McGowan, Spectrum), CalhountZ(fickeek), and Missouri (Garrett,
Phares),

2 U.S. Department of Commerce, Bureau of Economic ysig| Regional Input-Output Modeling System
(RIMS 11): Estimation, Evaluation, and Application oDasaggregated Regional Impact Model
(Washington, DC: U.S. Government Printing Office, 1981). kaldé from the National Technical
Information Service, 5285 Port Royal Road, Springfield, 22461; order no. PB-82-168-865; price $26.
>3 Daniel H. Garnick, "Differential Regional Multiplier Mels," Journal of Regional Science 10 (February
1970): 35-47; and Ronald L. Drake, "A Short-Cut to Estimatd®egional Input-Output Multipliers,"
International Regional Science Review 1 (Fall 1976): 1-17
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The output measure can also include capital equipmenhgses. Where
possible, new construction and capital equipment shoultstdden out from
existing capital equipment.

Earnings are a measure of wages and benefits paid to the firrplpees. This
would include the salaries of a firm that relocated o8 vedained by expanded
gambling economic development efforts.

Employment is a measure of the number of jobs retained or adatexpanded
gambling.

Economic impacts from a new industry, or decline ire@sting industry, in a region
also change the local economy in unique ways. Changés local economy can be
direct, indirect or induced.

Direct Employment/Impact: Employment that can be directly attributed to a
particular business, activity or industry.

Indirect Employment/Impact: Employment in “down-stream” industries that
result from the presence of a particular businessyigctor industry. Indirect

impact is generally generated in industries that supppyaride services to the
direct business, activity, or industry. In the casexpbaded gambling, this would
include spending by the casino to continue operations.

Induced Employment Employment generated because of expenditures made by
individuals employed directly or indirectly by the pantar business, activity or
industry (i.e. spending by the casino employees).

Construction Phase — Short Term Economic Impacts

Short term economic impacts from a new industry ard fik@dy to be the additional
economic activity associated with the constructioa aéw facility. Estimates of the
economic impact of construction are sensitive to sevardbles — location, construction
costs, construction type, and build out period.

The geographic location of a facility will determine tlmnstruction impact of that
facility. For example, the prevailing wage for all intfiess, including construction, is
generally lower in the North Country than in southidaw Hampshire. In addition, the
local workforce may not exist for large constructionj@ects, meaning that workers may
be imported from outside the region.

The cost (or size of the investment in the project) tgpe of construction will determine
the number of construction jobs created, as well asé¢bendary economic impacts.
Large facilities will create many jobs, while smallifaues will create fewer jobs. Also,
consideration should be given for construction mateaad equipment imported from
outside the region. Moreover, although casinos teitd targe commercial facilities
with several thousand square feet of space, theréassigecialty construction involved
in building a casino. Therefore, we use average comnstnuzages for the region to
measure economic impacts.

Finally, the length of time to build the casino — ordwiut period — is critically
important to understand when the impacts of gambling wouldrog€onstruction of a
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casino, especially a large casino, could take longerdharyear, so the build out period
must be estimated over the time needed to finish thiéyac

Operations Phase — Long Term Economic Impacts

The long term economic impacts of a new industry asedaated with the operations of
the new facility. These impacts depend upon the typaailitf, the types of jobs
created, and whether the facility attracts new wealtie region. In the case of an
entertainment facility, the success or failure hingewlbether the facility attracts new
tourists to the region.

Operating a casino requires several different typgshst Resort destination casinos,
which would include hotel space, convention space, and ¢@vhes, will create more
jobs than would a facility with only slot machines. aeifity with only coin operated slot
machines may produce more revenue per square foot, but it veguite fewer
employees.

Gambling services workers are found mainly in the traveleoramodation and
gambling industries. Most are employed in commerciahcasiincluding riverboat
casinos, casino hotels, and pari-mutuel racetracksocagimos — known as “racinos” —
which are legal in 20 states. In addition, there ara&@swith Native American tribal
casinos. The largest number of gambling services workaiis iw casinos in Nevada.

The majority of gambling services workers are employezhginos. Duties and titles
may vary within occupations from one establishment tiler. Some positions are
associated with oversight and direction, supervisionvesilance, and investigation,
while others involve working with the games or patronsi$eves by tending slot
machines, dealing cards or running games, handling money,gaaitith running tickets,
and other activities. In most gambling jobs, workers intedaectly with patrons, and
part of their responsibility is to make those inteat enjoyable.

Like nearly every business establishment, casinosWwaviers who direct and oversee
day-to-day operations. Gambling supervisors and gambling managese®the
gambling operations and personnel in an assigned area. iftidgte among the tables
and observe the operations to ensure that all of fiers¢ and games are covered for
each shift, and that workers and gamblers adhere to #eeatithe games. Gambling
supervisors and gambling managers often interpret or axplaioperating rules of the
house to patrons who may have difficulty understandiagutes. Periodically, they
address complaints about service. Day to day maintemgarations jobs include
maintenance staff managing the facility.

The following table (Table 8) shows the staffing patterraftypical casino, based on
national estimates from the Bureau of Labor StasisficThe majority of jobs created in
casinos have wages averaging less than $10 per hour. Hodatzefrom the Nevada
Gaming Commission suggests that tips can be a substamtimin of overall

** Occupational Staffing Patterns at the Four-Digit NAIGSel, Monthly Labor Review, Vol. 117.
NAICS - North American Industry Classification System.
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Table 8
Hourly Median
National Staffing patterns for Establishmentin NAI CS 7132 Gambling industries Wage 2008
SOC code |Occupational Title staff ratio NH us
39-3011 Gaming Dealers 17.5% n/al] $7.84
41-2012 Gaming Change Persons and Booth Cashiers 6.4% n/a] $10.57
35-3031 Waiters and Waitresses 6.3% $7.67]
33-9032 Security Guards 5.2%| $13.55
43-3041 Gaming Cage Workers 4.2% n/a] $11.97
39-1011 Gaming Supervisors 3.9% n/al $21.87
39-3012 Gaming and Sports Book Writers and Runners 3.2% n/a] $9.46
35-3011 Bartenders 3.1%] $8.53
37-2011 Janitors and Cleaners, Except Maids and Housekeeping Cleaners 3.1%] $11.60
41-2011 Cashiers 2.8%| $9.11
35-2014 Cooks, Restaurant 2.6%] $11.81
37-2012 Maids and Housekeeping Cleaners 2.6%] $10.35
39-1012 Slot Key Persons 2.1% n/al] $12.244
35-9011 Dining Room and Cafeteria Attendants and Bartender Helpers 20%| $7.70
49-9091 Coin, Vending, and Amusement Machine Servicers and Repairers 1.9%] $16.43
33-9031 Gaming Surveillance Officers and Gaming Investigators 1.7% n/a] $13.87
43-3031 Bookkeeping, Accounting, and Auditing Clerks 1.7%] $16.04
39-3019 Gaming Service Workers, All Other 1.6% n/a] $11.58]
35-9021 Dishwashers 1.2%| $9.21
39-3099 Entertainment Attendants and Related Workers, All Other 1.1% n/a $9.39
|
11-9071 Gaming Managers 0.9% n/a] $32.83
Above Occupations share of Total Industry 75.0% |

Note: Staff ratio is the proportion of occupations tgflicfound in the industry. For example, Gaming Dealers tilgicapresent 17.5% of the jobs in the
Gambling Industries sector (NAICS 7132). This industryigroomprises establishments (except casino hotels) pyreagaged in operating gambling facilities,
such as casinos, bingo halls, and video gaming terminafstloe provision of gambling services, such as |lateaind off-track betting. Casino hotels are
classified in NAICS Industry 72112.
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compensation paid to casino employ&eg#ssuming that tips from patrons would
average about 15% of revenue to the casino, then aodasid server could realize tips
at about 40% of wages, beverage servers could see 8pewt75% of paid wages, and
gambling employees could realize tips at about 135% of padgbsv

Displacement or Substitution

As mentioned, there is a significant body of econaaeieelopment literature, which
holds that new entertainment venues, such as municipas spadiums with a
professional athletic franchise, bring little “new” @omic growth to a regiorf. In the
same way, local residents who would now spend thairetisnary income at a casino
would be shifting their dollars from other discretionary pases.’>®

Displacement is accounted for in other economic impaxdtels in the distinction
between firm and industry employment. Firm employmmeptesents non-export based
employment and thus displaces existing employment inesggective industry sector
since it is assumed to compete with local businesseégstiry employment represents
export based employment and thus does not displace exstplpyment in the
respective industry sector since it is assumed not t@etwith local businesses.

Other studies of gambling specifically have assumed displant to vary from 208to
50%% One study from Chicago assumed 20-40% displacement tihgxiverboat
casino revenue, in addition to the assumption that 208asino annual gambling
revenue would be diverted from current local spendingrésslited in an estimate of
between 40% and 60% displacement.

In our work, we developed measures of displacement bastde:@legree to which our
modeling suggested new visitors would be drawn into the mankiear@ based on our
drive time model discussed in Chapter 1. As an examptlgisouthern part of the state
along the Massachusetts border, about two-thirds ofwisiuld come from out of state.
This represents — potentially — new visitors and “new’réisanary spending assuming
these individuals were not already spending money in tiidaamn part of New
Hampshire. However, 30% of the visitors would be in-statiéors who might now have
less money to spend on comparable amusement opportunigptadement would be
much higher in other parts of the state where you ardraoting in travelers from out of

5 Analysis of staffing patterns and other casino peréorce indicators from Simon, Steve, “Casino
Performance: More Money is a Measure Away’, REDW@auditors and Consultants, 2007

*% hitp://thesportdigest.com/article/economic-impact-spiatdities/; also
http://www.sabernomics.com/sabernomics/index.php/2008/05¢sgtardiums-and-economic-
development-a-summary-of-the-economics-literature/

" “Qur analysis indicates that at the county level — whagepositive or negative effects are likely to be
concentrated — casino would have only relatively meffacts”, Betting on the Future: The Economic
Impact of Legalized Gambling, Rappaport Institute of Grea¢ston, January 2005.

*8 See also Keanry, “The Economic Winners and Losetggélized Gambling, Brookings; and Thompson
and Gazel, “The Spread of Gambling as a Prisondesrima”, 1997.

%9 “Chicago Land-Based Casino”, prepared for the City at&@jo Budget & Management Office by
REMI, October 2004.

€0 “Using the REMI Policy Insight to Forecast the Eamio& Fiscal Impact of Resort Casinos in
Massachusetts”, DGA Economics, LLC, April 2009.
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state. Inthe North Country, for example, therktie expectation that out of state
visitors would go to Berlin only to gamble. One could theeefissume that much of the
resources that could be spent on gambling would have beetnospether in-state
activities.

Economic Development Summary Impacts

Whether looking at the creation of jobs or the immacgross domestic product (GDP) of
expanded gambling, the economic development implicationsxdepéically on the
assumptions about the size of investment and type iifyffadetailed results of
simulating the economic development implications gfaaded gambling in five

different sites across the state are included in Appehdix

One of the implications of our model is that the typ&oility developed has a large
impact on the ongoing economic development implicatadresfacility. As shown in
Figure 9, in the Lakes Region, for example, the devedopraf a $100 million facility
with 480 jobs would result in an estimated net 316 joltkarlocal area. However, the
development of a large facility with 2,400 jobs with VLA®d table games in the Lakes
Region would result in a net gain of 1,582 jobs.

Figure 9
New Jobs: Operations, Direct and Indirect
VLTs and Table Games
2,500
2215 2,262 B Small Facility ($100m
Investment)
2,000 O Large Facility ($500m
Investment)
1,582
1,500 -
1,000 - 949 949
500 1 443 452
316
190 . 190
0 ‘ ‘
The Great North  Southwestern NH ~ Southern NH Lakes Region Ski Country
Woods

The economic development implications, as measureledgize of the impact on the
local economy, vary tremendously in part due to thedfit sizes of local economies
across the state. Figure 10 shows the direct and ihd@impacts of the operations of a
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large facility with VLTs and table games expressed ags@ptof the local county gross
domestic product.

Figure 10

Expanded Gambling's Impact on Local Economies:
Development of large facility ($500m) with 5,000 VLTs and Tables games -
Impact on gross domestic product in the county.
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Finally, our model suggests that displacement — or theisulust of existing spending
for gambling — could have a big impact on economic developagimates. In our
Great North Woods simulation, where relatively fewofistate gamblers are imported
and limited tourism exists relative to the rest ofstae, 70% of jobs could be replacing
existing jobs with only a limited increase in diredigdbeyond what already exists in the
community. However, it is also less likely that eg&afacility would be located in the
North Country because of great distance from potentakets in southern New
England.

Testing Our Model: Comparison of RIMS Il and REMI  models

In order to test the economic development estiméi@wrs in this report, the Center
tested the model results from the RIMS Il model agaarsst run from the economic
impact model created by Regional Economic Models, REMI)®*

The table below compares the results from both modeie. assumption in both cases is
the construction of a $500 million casino in Rockingl@ounty, which would create

®1 The Center thanks Annette Nielsen of the New Hampshipaiffraent of Employment Security
Economic Labor Market and Information Bureau. Th&re®the model as follows: New Hampshire 10-
county, 70 industry sector, REMI PI+® Model.

New Hampshire Center for Public Policy Studies



Analyzing the Impact of Expanded Gambling on New Hampshire 36

2,000 construction jobs (1,000 each year for two yearsiheloperations phase the
casino would employ 2,400 people, with the jobs concentmatémusement,
gambling, and recreation”, “Accommodation,” and “Food s@wiand drinking places”
industry sector&?

Table 9: Comparison of PRIMS Il and REMI Model
Comparison of Models RIMS Il and REMI

Baseline Estimates from the Model for Rockingham Co unty RIMSII REMI
Employment (jobs) in the county 199,930 192,401
Total Annual Earnings in region (base case) $6,855,118,000] $9,439,494,000
Total Annual GDP in region (base case) $17,029,022,000] $15,248,098,413

Note: RIMS data includes earnings only, does not include employer contirbutions (insurance, etc.)

Total Impact on the Rockingham economy from a 2.000 Job Construction Project

Includes Direct Jobs and Indirect Impacts RIMS I REMI
Change in employment (jobs) in the county 3,674 2,839
Change in Total Annual Earnings in region $150,319,600 $147,720,000
Change in Total Annual GDP in region $292,722,500 $133,452,679

Total Impact on the Rockingham economy from a Casin o Employing 2,400

Includes Direct Jobs and Indirect Impacts RIMS I REMI
Change in employment (jobs) in the county 3,232 3,044
Change in Total Annual Earnings in region $64,508,300 $94,718,900
Change in Total Annual GDP in region $150,315,600 $138,284,099

Casino Construction Change to the Baseline Estimate RIMS 1| REMI
Change in employment (jobs) in the county 1.8% 1.5%
Change in Total Annual Earnings in region 2.2% 1.6%
Change in Total Annual GDP in region 1.7% 0.9%

Casino Operations Change to the Baseline Estimate RIMSII REMI
Change in employment (jobs) in the county 1.6% 1.6%
Change in Total Annual Earnings in region 0.9% 1.0%
Change in Total Annual GDP in region 0.9% 0.9%

The comparison between the two models suggests thésraselin most cases very
similar, particularly when looking at the total impa€agroject on the economy.
Simulations of employment and Gross Domestic ProdudRéxkingham County in both
the REMI and RIMS Il model are approximately the saffiee REMI and RIMS I
models are nearly identical in the estimated economicatapd a casino in the
operations phase. For example, both models asswanertiployment in Rockingham
County will increase by 1.6% due to the operation of a casin

However, there were two differences worth noting sti-ibase case earnings in the REMI
model are substantially higher than in the RIMS Il modiiis is largely because the
REMI model estimate of earnings includes non wage emglogenpensation, such as
employer contributions to health insurance and pendamn Second, the REMI model

®2 These are occupational groupings used to analyze employment.
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shows a lower construction phase net impact (directgassindirect and induced jobs)
on the local economy than is shown in the RIMS ldlo For example, the total job
impact on the economy is 1.8% in the RIMS Il modelsuerl.5% in the REMI model.
We believe the difference comes from the REMI modsluaning more “leakage” outside
the region in estimating construction impacts. Thahis REMI model assumes that
many of the people filling construction jobs will commuitithose jobs from outside
the region, and thereby creating a smaller economiadibpan in the RIMS 1l model.

In summary, we believe that the use of RIMS Il prosidegood baseline for assessment
of the economic development implications of expandedojaghin New Hampshire,

with an understanding that the use of REMI might raaudtightly different results, but
no difference in the overall policy implications.
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Chapter 3: Problem Gambling in New Hampshire

For a portion of adults who gamble, gambling becomes rharejtist entertainment — it
becomes a pathological problem with personal and contyninmpacts. Critics of
expanded gambling often point to problem gambling creatinglsmsts to the
community that would more than outweigh the potentiaheoac development and state
revenue benefits. We offer here a brief discussigirablem gambling and the caveats
regarding the current research, and we discuss the etppeential prevalence of
problem and pathological gambling in New Hampshire.

Geographic availability of a gambling venue has a large ingpathe prevalence. The
National Gambling Impact and Behavior Study report by NO&aund that the risk of
problem and pathological gambling doubles when a person liles w0 miles of a
gambling venue. Currently, none of New Hampshire’s resideetsvithin 50 miles of a
gambling venue. Also, although most New Hampshire resid@nes access to pari-
mutuel betting and lottery games, not all types of gamblitgides pose the same risk
to develop pathological behavior. Studies have notedrthahine gambling, such as
slots and VLTs, are more commonly reported by patholbgamblers as their choice of
game (upwards of 70%) over other types of gambling, evehetr dorms are available in
the same venu¥.

What is Problem Gambling?

The idea of pathological gambling is relatively new coragddo other aspects of mental
disorder sciences. The diagnostic criteria for patiohl gambling was established in
the fourth edition of the Diagnostic and Statisticaral of Mental Disorders (DSM-
V) in 1994; whereas, the diagnoses of alcohol or drug tiddgwere established in the
first edition in 1952.

According to the DSM-I\?? problem and pathological gambling are a set of disorders
where a person has uncontrollable urges to gamble regandliesg harmful
consequences. Gambling disorders are often characterizad pgrson experiencing
harm because of one’s gambling behavior beyond the gamladivayior itself. Issues
associated with gambling are diagnosed using 10 criteria iegad individual’s
gambling behavior (listed below). The NORC study noted tiparson with 5 or more of
these behaviors meets the definition of a pathologiaabger®® A person with 3 to 4
criteria is considered a problem gambler, and a persémniwia 2 criteria is at-risk for
developing a gambling disorder.

83 National Opinion Research Center (NORC). “Gambling ImpadtBehavior Study.” University of

Chicago. 1999.

% Breen and Zimmerman. “Rapid Onset of Pathological Gamlii Machine Gamblers.” Journal of

Gambling Studies. Vol. 18. No. 1. Spring 2002.

85 American Psychiatric Association. “Diagnostic anatiStical Manual of Mental Disorders DSM-1V
Fourth Edition.” 1994.

® NORC 1999.
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1. PreoccupationThe subject has frequent thoughts about gambling experjences
whether past, future, or fantasy, or thinking about wayget money to gamble.

2. Tolerance The subject requires larger or more frequent wagenrgperience the
same "rush".

3. Withdrawal Restlessness or irritability associated with attemptcease or

reduce gambling.

EscapeThe subject gambles to improve mood or escape problems.

Chasing The subject tries to win back gambling losses withengambling.

Lying: The subject tries to hide the extent of his or her gamblnging to

family, friends, therapists, or others.

Loss of contral The subject has unsuccessfully attempted to reduce gambling.

lllegal acts The subject has committed a crime, such as thetig flargery, or

embezzlement, in order to obtain gambling money or ercgambling losses.

9. Risked significant relationshif he subject, despite risking or losing a
relationship, job, or other significant career or edocetl opportunity, continues
to gamble.

10.Bailout The subject turns to family, friends, or another tpiadty for financial
assistance as a result of gambling.

o0 s

o~

In this analysis, we present estimates of what theabgrathe number of problem and
pathological gamblers could be if casino style gamblingevirlgroduced in New
Hampshire. This model uses the population estimatestirermarket analysis discussed
above, with all of the same assumptions. These piigulastimates are the basis for
which the prevalence of problem and pathological gamblingstrmated.

Issues in measuring the prevalence of problem gambl ing

In this report, we examine prevalence estimates for @nollambling and then estimate
the potential impact of problem gambling in New Hampshi@wveéler, these estimates
are not without caveats. As one examines these nunseseral important factors

should be kept in mind, even with the estimates that esept in the sections following.

Instruments to detect problem gambling have been in use thiac980s, and many have
good accuracy with diagnosis. However, several issaies Ibeen raised when research
has tried to use these instruments to determine thel@neesof problem gambling in the
general population. For example, one commonly usedimstnt was found to have a
false-positive rate of 50% when used to measure problemliggniba general adult
population survey’ There are three reasons to be cautious in asselsipgeivalence of
problem gambling data.

First, many studies examine “lifetime” problems with gamdpli Throughout a person’s
lifetime, he or she may have experienced one or mimieal aspect of problem
gambling — and, not all at the same time. These issugéiana long resolved before the

" n other words, half of the adults where the surmeljdated they had problem gambling, in fact, were
misdiagnosed. Stinchfield R. “Reliability, validignd classification accuracy of the South Oaks
Gambling Screen (SOGS).” Addictive Behaviors. 27(1) 2pp21-19.
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survey was answered. Therefore, this person could b&leoed a false-positive and
lead to an overestimation of the prevalence of prolglambling.

Second, other surveys have asked about a person’s befoavioe past 12 months.
Although this method would fix the temporality issue whskireg about a person’s
lifetime experience, this method would miss people witistory of problem gambling
who no longer report their issues; therefore, possibtercounting the true prevalence.

Third, research has yet to extensively describe the impéco-occurring mental health
disorders. Several studies assert that pathologicdblgesrare more likely to have
addiction issues with drugs and/or alcohol or have @anattental health disorder, such as
depression, mania, or anxiefy.The estimates below do not take into account the
impacts that these disorders have on a populatioskaton developing problem

gambling. Furthermore, casinos most commonly serve cao@piary or discounted
alcoholic beverages to gamblers. The lack of definitagearch raises the question of
whether visiting a facility and consuming alcohol could tsgaificant driver in the
development of a gambling disorder.

Fourth, research has yet to conclusively determine thaataf internet gambling on
pathological behaviors. Internet gambling was essentaltailed in 2006 with the
passage of the Unlawful Internet Gambling Enforcement wich made it illegal for
financial institutions to transfer money to online casitfdowever, internet gambling
may very well become a regulated industry in the futgikeng rise to gambling access
virtually everywhere. Although increasing gambling accessich a dramatic way
would certainly increase the risk for pathological prolsemternet gambling regulations
have not been a major part of the policy conversatidteww Hampshire. And, therefore,
our estimates do not take into consideration what this ingmadd be.

Finally, one must note that these estimates difftanfthe estimates the Center published
in our previous repoff The estimates provided in that previous report were simple
calculations based on the assumption that all residé e state would have equal
access to gambling, which is not modeled here. Nor did #keyihto account market
dynamics, facility “gravity,” or adjust for risk acrosseasures of gambling frequency.

All of these additional calculations are discussedweelo

Estimating Problem Gambling

We restrict our analysis of problem gamblers among #he Nampshire resident
population. This is not to discount the social impacts olblem gamblers who live in
other states, but, in the context of economic devedoprand state revenue, we assume it
is overwhelmingly the social impacts of problem gantoleho are New Hampshire
residents that levy a financial burden to the state.

% petry and Weinstock (2007) from “Research and Managerssuned in Gambling Studies.”
89 “A Brief Report on Gambling in New Hampshire.” Thew Hampshire Center for Public Policy
Studies. December 2009. Availablenatw.nhpolicy.org
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Estimating Gamblers

First, we begin our model for estimating social cedgth the estimates of the number of
gamblers. This approach first estimates the number @i@é&aat might gamble in a
given market area, aggregated by their drive time. Tpegelation figures are the same
as described in the revenue generation model above heitaime assumptions
applicable.

Second, we aggregate each of the population estimates twrtiieer of people thought
to currently gamble (at 18% of the adult population) andritiease in the number of
gamblers induced by the introduction of a casino. To obtaiincrease in the

population that gambles, we use the propensity to gamble\®ytdrie area estimates
(presented in Table 1 in Chapter 1), which in many casexaeds the 18%
participation of the current adult population. For exampéble 1 (in Chapter 1) presents
the adult participation rate within 30 minutes of drive time casino at 48%, which
refers to the participation of all adults in that aréBwever, 18% of those adults already
gamble, therefore, the overall increase in gamblerthferdrive time area would be 30
percent.

Third, we adjust the population figures for the attractdss of a particular facility,
referred to earlier in this report as a “gravity fact@resented in Table 2 in Chapter 1).
We have already discussed how the attractivenesfaoflitly impacts gambling behavior
in the revenue models. Again, the same assumptiotbdee adjustments apply to
estimating the population of problem gamblers. Howeves,amlditional assumption is
made here — the gravity factor adjustment will not redhegtopensity to gamble to less
than the current population of gamblers, at 18% of adsitsply, that 18% of population
is the minimum participation percentage for any givawediime in any given market
area for the social costs model. What this adjustmmeayt show, however, is that
facilities with lower gravity factors may not induceasngamblers at increased distances.

Calculating Pathological and Problem Gamblers

Having computed the number of new gamblers, we must then prawidstimate of the
number of new pathological and problem gamblers. One mmgigtrstand an underlying
assumption about the risk for problem gambling — that a pemsst have access to a
place to gamble and must actually gamble in order to beagmneblem gamblef’

The prevalence estimates in this model are primarilydoasegrevalence estimates from
a national meta-analysis of over one hundred problenblyagmprevalence studies,
conducted by Shaffer and Hall, which offer past-yearsiktand problem as well as
pathological gambling prevalence estimates across tite edult populatiod Even

"0 We acknowledge that individuals who currently are gamhlimgo at bingo halls, charitable gambling
venues, over the internet, and through illegal wagering, grathrers, but we consider those options only
in the context of the current level of problem andhpkgical gambling currently experienced in the state.
" Shaffer H and Hall M. “Updating and Refining Prevale Estimates of Disordered Gambling Behaviour
in the United States and Canada.” Canadian Journal ofcRiedilth. 92(3) p.168-72. May-June 2001. See
Past-Year adult estimates, Table 1, p. 169. High am@#dimates are based on the ends of the 95%
confidence interval of prevalence estimates. We chaseyear prevalence estimates to be able to
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with the statistical rigor of a meta-analysis, samprecision remains; therefore, we offer
a low and a high estimate of the number of problem arfoafical gambler§® As we
are interested in understanding the magnitude of problerblgenfior adults who

gamble only and not the entire adult population, as Shaifigé Hall provide, we use a
simple algebraic calculation to produce basic prevalemessures for gamblers residing
within 60 minutes of a gambling facility.

Two different estimates of problem and pathological gamlaee required to estimate
the number of new pathological or problem gamblers @&gsacwith an expansion in
gambling. The first is an estimate of those individtladg currently gamble who already
have an associated problem with gambling. Shaffer artsldatimates are likely an
over-estimate for a market like New Hampshire currestiywe were required to make a
number of assumptions to adjust those rateResearch suggests that the risk of
developing a gambling problem is reduced by one-half if one e 260 miles from a
facility.” As the nearest gambling facility to New Hampshire dserthan 100 miles
away from any New Hampshire resident, we divide theaigioblem gambling for a
gambler from the basic prevalence rates from Shafigiall in half’®

We take that adjusted prevalence estimate and muitifilyough the adult population
estimated to already gamble within each market ara@tereist. The following table
(Table 10) shows estimates of gambling disorders among fhéagpion that currently
gambles, at 18%, by each of the market areas of int&rest.

calculate an annualized estimate. Note in Shaffer andlidatl 3 = pathological gambler, Level 2 =
combined at-risk and problem gambler. The table ofglesce rates by drive-times can be found in the
appendix. The Center chose to base our calculation oy fsom 2001 because of the statistic rigor
required for a meta-analysis. Although more receniesuaf prevalence may be available, they are of
local scope, which may not be applicable to the chaisiits of New Hampshire, and they may not have
%one through a statistical process as rigorous as peddiyn8haffer and Hall.

Ibid.
3 The current New Hampshire market has little accesagimo gambling, and the Shaffer and Hall
estimates are based on averages of studies of marketsasiho gambling. Therefore, we assume that
those estimates unadjusted would overestimate the clavehof problem gambling in the state.
4 National Opinion Research Center. “Gambling Impact arch@er Study.” University of Chicago.
1999.
S We assume that 60 minutes of drive time is close to ilB8 distance from a casino.
8 Another assumption to these estimates is that weti@ke into consideration the impacts of any
prevention, education, or treatment activities on thessers. Presumably, if state and local agencies
implemented a comprehensive public health strategy &weption and treatment of problem gambling
based on current best-practices, one would expect tisat igeires may overestimate the true number of
problem gamblers that could potentially exist with expanded bjagnb

New Hampshire Center for Public Policy Studies



Analyzing the Impact of Expanded Gambling on New Hampshire 43

Table 10
Gambling Disorders among Current Gamblers
. Total w/ Gamblin
Market Area Problem Gamblers Pathological Gamblers . 9
Disorder

Low High Low High Low High

Southern NH 2,604 5,102 1,393 3,043 3,997 8,146
Southwestern NH 606 1,188 324 708 930 1,896
Lakes Region 1,158 2,268 619 1,353 1,777 3,621
Ski Country 1,029 2,017 551 1,203 1,580 3,220
Great North Woods 165 323 88 193 253 515

The second estimate is for pathological gamblers &sdowith the expansion of
gambling. First, we assume that the introduction ofraldjag facility would result in a
rate of gambling problems as noted by Shaffer and Halcorfk we adjust rates for
those residents who would live more than 50 miles frquatantial facility — adults

living in the 60-90 minute drive time area. As indicated,lilerature suggests that the
risk of problem gambling declines as distance increasesas#iane that this distance is
somewhat protective, but not as protective as the disteoroea facility residents in New
Hampshire now experience. Therefore, for this datlimn, we reduced the risk of
pathological and problem gambling by one-fourth (insteacheftmlf) of the risk of
gamblers living within 60 minutes of a potential casiho.

Our estimates also account for the fact that theueqy of gambling is an important
determinant of pathological or problem gambling as wékplicitly, our calculations
assume that it is unlikely that infrequent gamblers hayesanificant risk for
developing a pathological disorder. We use lifetime gamiitemuency — based on
Kessler, et al. (2008) using National Co-Morbidity Surveydat to distribute risk of a
gambling disorder by the share of the population that garabkegarticular frequency
and the likelihood of having a gambling disorder at a given gagfsequency. For
example, a person who has gambled less than ten tintlesii life would have no risk of
having a pathological gambling disordérOn the other hand, a person with over 1,000
visits to a casino would have more than three timeavheage risk of a having a
pathological problem. One result from this adjustmeibeé reduction in the number of
at-risk gamblers, those who do not meet the clinigedraa for problem gambling,
included in the total problem gambler prevalence estimatesedfby Shaffer and Hall.

Table 11 below presents the increase in the prevalerqm®loiem and pathological
gambling by each of the market areas and by the type tifyffalbased on the calculation
described above. There are several differences betiweanarket groups that bear

" To see the prevalence estimates used for eachyartitrive time, see Table B-1 in Appendix B.

8 Kessler et al. “DSM-IV Pathological Gambling in thatinal Co-morbidity Survey Replication.”
Psychological Mediciné/ol. 38.pp.1351-60. September 2008. See Table B-2 in AppendixtBdo
adjustments based on this research.

9 We make this assumption based on Kessler’s results tlamensurveyed who reported gambling less
than 10 times in a lifetime reported any gambling prolsletherefore, the percent of the population who
reported to have gambled 10 times or less would not bédeved at-risk for developing problem
gambling.
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noting. Not surprisingly, the market areas with thgdat populations will also have the
largest numbers of problem gamblers. However, becausekhef becoming a problem
gambler decreases with distance, the size of the papukatid the type and
attractiveness of a gambling venue are important fatiarsnsider.

Table 11
Induced Gambling Disorders among Current and New Gamblers
Market Area and . Total w/ Gamblin
. Problem Gamblers Pathological Gamblers . 9
Casino Type Disorder
Low High Low High Low High
Southern NH
Large with Table Games 4,506 8,828 2,483 5,424 6,988 14,252
Large w/o Table Games| 3,182 6,235 1,761 3,848 4,943 10,083
Small with or w/o Table Games| 1,129 2,212 642 1,403 1,771 3,614
Southwestern NH
Large with Table Games 741 1,452 410 896 1,151 2,348
Large w/o Table Games| 507 994 283 618 790 1,611
Small with or w/o Table Games 215 421 123 269 338 690
Lakes Region
Large with Table Games 2,222 4,353 1,223 2,672 3,445 7,025
Large w/o Table Games 1,581 3,097 873 1,908 2,454 5,006
Small with or w/o Table Games| 672 1,316 378 826 1,050 2,142
Ski Country
Large with Table Games 659 1,292 370 808 1,029 2,100
Large w/o Table Games| 406 796 232 507 638 1,303
Small with or w/o Table Games 135 264 84 184 219 448
Great North Woods
Large with Table Games 146 286 81 178 228 464
Large w/o Table Games| 96 188 54 118 150 306
Small with or w/o Table Games 14 28 9 21 24 48

The influence of the size of the population is easily etidethe larger the base
population, the more problem gamblers one would expectasgequal risk. What is
not as evident is the influence on the facility typeetvideen a large facility with table
games to a large facility without them, we assumed ar2@Uction in the facility gravity
factor (see Table 2 in Chapter 1). This drop in attracésgs to the surrounding
population had more than a 20% reduction of induced gamblersarghestimated to
have problem gambling. And, once the model was adjustealdorall facility (with or
without table games), the total population of gamblers evaat exceed the estimate of
adults who currently gamble. Therefore, the populatiggra@blem gamblers in a market
with a small casino only represents new problem gambalamng the population of
adults who currently are gambling and not among new gamhthused by the presence
of a new casino.

Proximity to a casino also influences the number of prolgamblers. Table 12 below
shows one example of how the prevalence of problem gagnixdiries across drive times
for new gamblers by each market area, based on the toogstimate problem gamblers
described above.
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Table 12
Market Area, Large | Gambling Disorders among
Casino with Table Induced Gamblers
Games Low High
Southern NH
0-30 minutes| 1,946 3,969
30-60 minutes| 4,532 9,243
60-90 minutes 510 1,041
Southwestern NH
0-30 minutes| 142 290
30-60 minutes| 700 1,429
60-90 minutes 309 629
Lakes Region
0-30 minutes| 633 1,291
30-60 minutes| 2,793 5,696
60-90 minutes 19 38
Ski Country
0-30 minutes| 111 226
30-60 minutes| 319 651
60-90 minutes 600 1,224
Great North Woods
0-30 minutes| 78 160
30-60 minutes| 37 76
60-90 minutes 112 228

If a large facility was placed in southern New HampsHoeexample, the relative
impact on the residents of Salem, for example, woullh&greatest; however, it is the
areas that are between 30 and 60 minutes that would han®theases of gambling
disorders. This is due to the larger population centekdanthester and Nashua falling
into this area. This phenomenon is present in manyeofrarket areas studied — having
implications for where prevention and/or treatmenivaes should be diverted to be the
most effective.

Calculating potential increases in crime due to gam bling

The presence of a casino may increase crime in daevanere it is located, but the
reasons for why it occurs and whether the risk of bewigtan of a crime changes is still
widely debated” In what follows, we provide estimates of the poteritigdact of

8 Grinols and Mustard. “Casinos, Crime, and Communityt€d Review of Economics and Statistics.
88(1):28-45. February 2006. Comment — Walker. “Do CasinoByReause Crime?” Econ Journal Watch.
5(1):4-20. January 2008. Reply — Grinols and Mustard. “Coyr€xettiquing Casino-Crime Causality.”
Econ Journal Watchh(1):21-31. January 2008. Rejoinder — Walker. “The DiluteshBmics of Casinos
and Crime: A Rejoinder to Grinols and Mustard’s Replycbi Journal Watclhb(2):148-55. May 2008.
Reply — Grinols and Mustard. “Connecting Casinos and Crvioee Corrections of Walker.” Econ Journal
Watch.5(2):156-62. May 2008.
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expanded gambling on crime in New Hampshire. We beginanitiscussion about what
we know from the literature to provide some contextdecision-makers.

Research seems to generally accept the idea that iceneases on an absolute basis
with the introduction of a casino. Logically, casirwig tourists in, which increase the
number of people in the area and therefore increasasuthber of potential victims of
crime. This idea certainly fits in when consideringnas that occur in public, like auto-
theft. Research has also pointed to pathological Gagnas a source of crime. For
example, a problem gambler may steal in order to suppre gambling.

Other factors have been suggested as to why the absotabers of crimes increase.
One, fewer police per capita may occur (if consideringists), and police may spend
more time handling crimes at a casino instead of petgathe community. Casinos have
high levels of security, and therefore they may be raptdo catch a crime and report it
to local police. This would divert police resources aWwagn the community; thereby,
allowing more crime in the community to occur. Two,igagourism is different from
other kinds of tourism. Alcohol is often complimentar discounted to players and
large amounts of money are exposed and handled in thgyfaghese could be
considered risk factors in a visitor becoming a victira afime

Generally, researchers have used different methodsdmdee increases in crime and
social impacts in communities that introduced casirf@se study compared casino
communities’ crime rates with the crime rates of dgraphically similar communities
without casinod? Another study examined the changes in crimes rategimein
counties that built casind3. Both of these study designs have their strengths and
weaknesses. But, the overall base of research lackiple studies of each design to be
able to evaluate which design may be better to studgsiue iof crime and gambling.
More research, especially rigorous, peer-reviewed studies,organizations without
ties to either the gambling industry or the anti-gambling lablmeeded to truly
understand the complexity of the social impacts of gargbli

Currently, Grinols and Mustard (2006) offer the most tedaattempt to associate
casinos and crimes to date. Other research hasrmssnrciusive (Stitt 2003, for
example) and research is not without its critics f&aR007).

Using data from Grinols and Mustattwve offer a simple model to examine the potential
increase in crime across each of the market areaseoést. Two caveats to these
estimates. First, these estimates are based gmebence of any casino, so data is not
adjusted for the size or attractiveness of theifgcilSecond, the estimates are not
aggregated by drive time areas. The population figures dstiseates are based on are
the total population within a 90 minute drive of a given facil Estimates for the

81 Walker DM. “Casinos and Crime in the U${andbook on Economics of Crinféorthcoming
September 2010). March 2009.

82 stitt, Nichols, and Giacopassi. “Does the Presen@asinos Increase Crime? An Examination of
Casino and Control Communities.” Crime and DelinqueA®8y?2): 253-84. April 2003.

8 Grinols and Mustard. “Casinos, Crime, and Communityt€d Review of Economics and Statistics.
88(1):28-45. February 2006.

8 bid. Pg. 41-42.
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increase in crime by market area are shown in the bedbbev (Table 13). Due to the
extent of the data available on which to base a mtukde estimates focus on FBI Index
| crimes only.

Table 13 shows over 1,200 additional FBI classified Indexhe&siin the southern New
Hampshire market area, for example. The vast mgjofithe increase in crimes (91%)
is for crimes related to money or property — auto thweitglary, and larceny. However,
according to Grinols, there would also be substamt@kases of violent crime —
aggravated assault, rape, and robbery — as well, buie &ésltle shows, they are less
common.

Two additional caveats should be considered when reviewasg tstimates. First,
these estimates are based on the portion of New Hamapshkidents within each market
area only. Itis certainly possible that visitors froaoiside New Hampshire will commit
a crime associated with a gambling disorder in anothés sfter visiting a New
Hampshire based venue. These estimates would not irttloske crimes and only count
crime committed within state borders.

Second, as a forthcoming report by the Center will simany towns in the state do not
report crime statistics and those that do have onlyrbemdo so recentl§, For

example, Salem, NH — a town where expanded gambling ergywell be introduced,
does not currently report crime statistics. Thereftrese estimates are based on state
totals and do not reflect variations in criminal actiatross these communities.
Presumably, these estimates over-count crime in so@as and under-count crime in
others. This adds uncertainty to any study of casinosrameé specific to New
Hampshire.

8 www.nhpolicy.org Report on crime reporting in New Hampshire forthcoming.
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Southern NH

Table 13: Estimated Crime Impacts by Market Area

NH Crime Rate per

Estimated

Crime Type 100,000 residents, Currer_1t No. Percent New Crime No._ New Tptal
2007 of Crimes Increase Rate Crimes Crimes
Aggravated Assault 78.0 485 10% 85.8 48 533
Rape 25.3 157 10% 27.8 16 173
Robbery 32.8 204 23% 40.3 47 251
Murder 1.1 7 10% 1.2 1 8
Larceny 1414.4 8,786 9% 1,536.0 756 9,541
Burglary 378.9 2,354 9% 4115 202 2,556
Auto Theft 98.7 613 30% 128.3 184 797
Southwestern NH
. NH Crime Rgte per Current No. Estimated New Crime| No. New Total
Crime Type 100,000 residents, ) Percent . .
2007 of Crimes Increase Rate Crimes Crimes
Aggravated Assault 78.0 113 10% 85.8 11 124
Rape 25.3 37 10% 27.8 4 40
Robbery 32.8 47 23% 40.3 11 58
Murder 1.1 2 10% 1.2 0 2
Larceny 1414.4 2,045 9% 1,536.0 176 2,221
Burglary 378.9 548 9% 4115 47 595
Auto Theft 98.7 143 30% 128.3 43 186
| akes Region
. NH Crime Rgte per Current No. Estimated New Crime|| No. New Total
Crime Type 100,000 residents, ) Percent : )
2007 of Crimes Increase Rate Crimes Crimes
Aggravated Assault 78.0 215 10% 85.8 22 237
Rape 25.3 70 10% 27.8 7 77
Robbery 32.8 91 23% 40.3 21 111
Murder 1.1 3 10% 1.2 0 3
Larceny 1414.4 3,906 9% 1,536.0 336 4,242
Burglary 378.9 1,046 9% 4115 90 1,136
Auto Theft 98.7 273 30% 128.3 82 354
Ski Country
. NH Crime Rgte per Current No. Estimated New Crime| No. New Total
Crime Type 100,000 residents, . Percent : )
2007 of Crimes Increase Rate Crimes Crimes
Aggravated Assault 78.0 192 10% 85.8 19 211
Rape 25.3 62 10% 27.8 6 68
Robbery 32.8 81 23% 40.3 19 99
Murder 1.1 3 10% 1.2 0 3
Larceny 1414.4 3,473 9% 1,536.0 299 3,771
Burglary 378.9 930 9% 4115 80 1,010
Auto Theft 98.7 242 30% 128.3 73 315
Great North Woods
. NH Crime Rf“e per Current No. Estimated New Crime | No. New Total
Crime Type 100,000 residents, . Percent : )
of Crimes Rate Crimes Crimes
2007 Increase
Aggravated Assault 78.0 31 10% 85.8 3 34
Rape 25.3 10 10% 27.8 1 11
Robbery 32.8 13 23% 40.3 3 16
Murder 1.1 0 10% 1.2 0 0
Larceny 1414.4 556 9% 1,536.0 48 604
Burglary 378.9 149 9% 4115 13 162
Auto Theft 98.7 39 30% 128.3 12 50
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Chapter 4: Estimating the Social Costs of Gambling

A review of the literature suggests that there are éeumf negative consequences
potentially associated with an expansion of gamblingplel 44 provides a useful
categorization of these social impacts and what feerdys the financial costs of each of

the impacts.
Table 14: Social Impacts Associated with Gamblirf§
Type Bearer of Costs Description
Local communities, law Increase in crime associated with the introduction @rakging
Crime enforcement, individuals, facility. Majority of crime is monetary in nature (thdfiyrglary),

courts, corrections

but violent crimes may be associated as well.

Business and
Employment Costs

Individual, family, economy,
businesses

Increase in lost work days, lost productivity, and empleryt
termination.

Bankruptcy

Individuals, banks, legal systen
creditors

F"Bankruptcy as aresult of gambling debts.

Mental lliness

Health insurer, treatment
provider, family

Gambling is associated with mental illness such as g&ipre
and anxiety.

Suicide

Family

Problem and pathological gamblers have a higher risk for
suicidal thoughts and committing suicide than the generalqy

Social Services

Government, Service Agencies

These are the costs related to unemployment, welfade, an
treatment costs due to individuals with problem gambling.

Regulatory Costs

Government

Government expenditures to operate a gambling regulatory
agency.

Family Costs

Family

This includes costs associated with divorce, spousatatépg
and child abuse and neglect, and domestic violence.

Abused Dollars

Family, Friends, Employers

These costs are those associated with money lost geyntbéit
was taken from family, friends, or employers that isemev
reported as a crime.

Social Connections

Individuals, family, friends,
communities

Reduction of social capital

Political

Government, Local
communities

Increasing concentration of economic power could result in

disproportionate political influence

Theoretically, many of these impacts have a finarodat to society one way or another
and should be considered in an evaluation of the codtbemefits of expanded
gambling. Despite almost universal recognition of thesernpad issues, the research
into the social impacts of gambling is a relatively neiddfand like any young field of
scientific research, data sources are often scarcdisagreement on measurement
methodologies is rampant. Generally speaking, it takesand multiple rigorous
studies to establish a baseline of information for a frele of science.

Moreover, there is no consensus in the literatugarteng which social costs can or
shouldbe included in a cost-benefit analysis. For examplalker (1999) argues that
only those costs which result in a net reduction imeaac wealth should be considered
as part of the definition of social costs. Under #rigument, abused dollars which
reflect a transfer of wealth rather than an oveeaduction of wealth should not be

8 Sources: NORC (1999), pp. 52; Grinols E. “Gambling inefioa: Costs and Benefits” Cambridge
University Press. 2004. pp. 132-146; Walker D and BarnetlTAe ‘Social Costs of Gambling: An
Economic Perspective.” Journal of Gambling Studi&$3). September 1999. pp. 184.
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included. Moreover, there is the difficulty of quantifyitgse “costs” in a meaningful
way. It is difficult, for example, to quantify thenAncial consequences of a loss of social
capital or undue influence on the political process.

Estimating the Financial Costs of the Social Impact s of
Gambling

As noted in Table 14, the financial costs of the sokiphcts of problem gambling are
borne by family members, employers, mental health elaforcement, and the
government. For estimating the financial costs of tliasampact of gambling, we
originally looked at several methods from the natidi@se of academic and public
policy research.

There is no agreed upon model for simulating sociak¢esich method we researched
showed wide variation in measurement and methodologhthemefore they had wide
variation in their estimates. The wide variationt theisted results from basic differences
in the belief regarding what should, or should not be indud¢hese analyses. This
variation becomes even more complex when adding iwaia high estimate for the
population of problem gamblers in an area.

Therefore, we use the estimates of social costefaged in the NORC study (1999) with
estimates adjusted to 2007 dollars, in order to matchettieof the population estimates
used to estimate problem gamblers. In order to test thdglmoespecially given the lack
of consensus in the literature — we estimated socgtbaising several different models.
The resulting estimate from the NORC study was mftiehdhe median of all estimates.

The factors included in our social cost model from tiERCT study are shown in Table

15 below. One can see a line for government costs whigh has the most direct

impact on state revenues. Beyond adjustments fatiorfl, two other adjustments were
made. One, we removed treatment costs from this &stias we will include a separate
estimate for treatment costs later in the modetoB&, several factors were measured on
a lifetime basis. To annualize these costs, we diwyde factor of four, as per the
Louisiana State University Medical Center study on gamghtiisorders’

87 Westphal et al. “Estimating the Social Costs of GéamgtDisorders in Louisiana for 1998.” LSUMC —
Shreveport Gambling Studies Unit. March 1999.
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Table 15
National Opinion Research Center at the University of Chicago (1999)
Annual estimates of social costs (in 2007 dollars)

Type of Cost Primary Payer Total Costs per Gambler
Problem Pathological
Unemployment benefits Government $ 8l|$ 106
Welfare Government $ 1121 $ 75
Arrests Government $ 299 | $ 389
Corrections Government $ 208 | $ 529
Job loss Employer $ 249 | $ 398
Divorce Family $ 607 | $ 1,338
Poor Health Family/Insurer/Provider $ - $ 871
Poor Mental Health Family/Insurer/Provider $ 448 | $ 411
Filed Bankruptcy Creditors $ 482 | $ 1,027
TOTAL $ 2,486 | $ 5,143
TOTAL GOV'T ONLY $ 700 | $ 1,098

Regulatory Expenses

Not included in these estimates presented above arestwto the state to provide a
regulatory agency to oversee expanded gambling activitigecekt bill introduced in
the New Hampshire legislature included an estimate of thiearegulatory costs of new
gambling activities would b&. The Racing and Charitable Gaming Commission,
Department of Safety, and Department of Justice etahtheir costs under the proposed
regulatory structure; however, the Lottery Commissiguliexly stated it was not able to
estimate the expenses related to the administratnegulation of expanded gambling.
Using the other three agencies’ estimates, the tajalamry cost for fiscal year (FY)
2011 is estimated to be $6,477,558. Without any estimates afsgp&om the Lottery
Commission, this is obviously an underestimate. oisocial costs model, the full $6.5
million will be included unadjusted, as a regulatory striectsia necessity for any model
of expanded gambling.

Treatment Costs for Gambling Disorders in New Hamps  hire

Recently, the Department of Health and Human Seryige#dS) presented estimates of
treatment costs for problem and pathological gamBfiithe budget proposed to the
Gaming Study Commission includes prevention services, edaaafirogramming, and
treatment costs for those with a gambling disorder. Bhlstimates assumed that only
half of pathological gamblers would seek treatment sesviic some capacity. As shown
in Table 16, with additional costs for administratiomggram development, and program
evaluation, the estimate presented for FY2011 is $6.7 millio

% See Fiscal Note from SB489 2010.
8 Presentation to the Gambling Study Commission byHlrding, Director, Bureau of Drug and Alcohol
and Drug Services, DHHS, March 16, 2010.
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Table 16°
DHHS Proposed Budget for Problem Gambling Treatment Program
| [ [ SFY11 SYF12
Community Level Prevention Services $250,000 $250,000
Media/Social Marketing $665,000 $380,000
\I
Clinical Services # Served
Crisis Eval 236 $118,813 $118,813
Outpatient 5,310 $4,141,660 $4,141,660
IOP 590 $1,061,964 $1,061,964
TOTAL 6,136 $5,322,436 $5,322,436
Training/Program Development $20,648 $13,148
Program Evaluation $65,000 $32,500
Administration $382,393 $339,664
\I
TOTAL $6,705,477 $6,337,748

To integrate this estimate into our social costs modekssume administration,
evaluation, prevention, marketing, and program developarerfixed costs regardless of
the size of any expansiotl. DHHS estimates that half of pathological gambleay m
seek clinical services, so we adjust total treatmertasignates based on half the
estimated number of pathological gamblers in each markat Table 17 below shows
the estimated treatment costs by market area.

Table 17
Treatment and Prevention Costs (in millions)
Market Area Large Casino with Table | Large Casino w/o Table | Small Casino with or

Games Games w/o Table Games

Low High Low High Low High

Southern NH $2.5 $3.7 $2.1 $3.1 $1.7 $2.0

Southwestern NH $1.6 $1.8 $1.5 $1.7 $1.4 $1.5

Lakes Region $1.9 $2.5 $1.8 $2.2 $1.5 $1.7

Ski Country $1.5 $1.7 $1.5 $1.6 $1.4 $1.5

Great North Woods $1.4 $1.5 $1.4 $1.4 $1.4 $1.4
% |bid.

1 Based on FY 2011 figures. The total fixed costs forifing treatment are estimated to be $1.4 million.
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Calculating Social Costs by Market Area

The sections above lay the foundation for creatirmgascost estimates by each market
area. The following offers estimates of the finantigact of social costs by those same
market areas. Starting with the population estimak®s and high for current gamblers
and induced gamblers — aggregated across facility types, wiplynthe prevalence of
problem and pathological gamblers by the average socisl presented above. First, we
offer estimates that reflect the social costs taeesurrently may be experiencing due to
the population of problem gamblers among current gamblé&tewnHampshire.

Table 18
Social Costs Among Current Gamblers (in millions)
Market Area Non-Government Related Social | Government Related Costs
Costs Only

Low High Low High
Southern NH $10.3 $21.4 $3.4 $6.9
Southwestern NH $2.4 $5.0 $0.8 $1.6
Lakes Region $4.6 $9.5 $1.5 $3.1
Ski Country $4.1 $8.5 $1.3 $2.7
Great North Woods $0.7 $1.4 $0.2 $0.4

Table 18 displays the increase in social costs by newgmopamblers for each market
area depending on the size and type of casino introducdibr Bae estimated that a
small facility would not necessarily have the “gravitg’induce additional gamblers.
Therefore, the social costs included represent new pnodemblers among the
population of adults that currently are gambliAg.

Table 19 below shows the social costs among new ganasisogiated with expansion of
gambling under different assumptions. These estimatesglmthe costs for regulatory
expenses and state supported treatment. The followireypgeddents the estimates for
total social costs by market area across differentstgpgambling venues for those that
impact the government directly and non-government relateidIscosts. The total cost of
a regulatory framework is assumed to be constant asroedsls. That is, the
administrative costs for regulating one smaller faciinay be the same for regulating a
larger facility. The same is true for administratbasts of treatment programs.
Estimates are adjusted to reflect the number of prob&mbters seeking clinical
services, but the costs for administration remainsainee across market areas and
facility sizes.

92 Given that proximity is known to increase participaf it is reasonable to conclude that among the
population that currently are gambling, placing a casirtbinva shorter distance would induce this
population to gamble more within the state, and, thezefocrease their risk for developing a gambling
disorder.
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Table 19
Total Estimated Social Costs from Induced Gamblers (in millions)
Marke.t Area and Large Casino with Table Games Large Casino w/o Table Small Casino with or
Casino Type Games w/oTable Games
Low High Low High Low High
SOUTHERN NH
Government Costs
Regulatory Costs| $6.5 $6.5 $6.5 $6.5 $6.5 $6.5
Treatment Costs (DHHS) $2.5 $3.7 $2.1 $3.1 $1.7 $2.0
Social Costs (less treatment) $5.9 $12.1 $4.2 $8.6 $1.5 $3.1
TOTAL $14.8 $22.4 $12.8 $18.1 $9.6 $11.6
Non-Government Costs
Social Costs| $18.1 $37.7 $12.8 $26.7 $4.6 $9.6
TOTAL SOCIAL COSTS $32.9 $60.1 $25.6 $44.8 $14.2 $21.2
SOUTHWESTERN NH
Government Costs
Regulatory Costs| $6.5 $6.5 $6.5 $6.5 $6.5 $6.5
Treatment Costs (DHHS) $1.6 $1.8 $1.5 $1.7 $1.4 $1.5
Social Costs (less treatment) $1.0 $2.0 $0.7 $1.4 $0.3 $0.6
TOTAL| $9.0 $10.3 $8.6 $9.5 $8.2 $8.6
Non-Government Costs
Social Costs] $3.0 $6.2 $2.0 $4.3 $0.9 $1.8
TOTAL SOCIAL COSTS $12.0 $16.5 $10.7 $13.8 $9.1 $10.4
LAKES REGION
Government Costs
Regulatory Costs| $6.5 $6.5 $6.5 $6.5 $6.5 $6.5
Treatment Costs (DHHS) $1.9 $2.5 $1.8 $2.2 $1.5 $1.7
Social Costs (less treatment) $2.9 $6.0 $2.1 $4.3 $0.9 $1.8
TOTAL| $11.3 $15.0 $10.3 $13.0 $8.9 $10.0
Non-Government Costs
Social Costs| $8.9 $18.6 $6.4 $13.3 $2.7 $5.7
TOTAL SOCIAL COSTS $20.2 $33.6 $16.7 $26.2 $11.6 $15.7
SKI COUNTRY
Government Costs
Regulatory Costs| $6.5 $6.5 $6.5 $6.5 $6.5 $6.5
Treatment Costs (DHHS) $1.5 $1.7 $1.5 $1.6 $1.4 $1.5
Social Costs (less treatment) $0.9 $1.8 $0.5 $1.1 $0.2 $0.4
TOTAL| $8.9 $10.0 $8.5 $9.2 $8.1 $8.3
Non-Government Costs
Social Costs $2.7 $5.6 $1.7 $3.5 $0.6 $1.2
TOTAL SOCIAL COSTS $11.6 $15.6 $10.2 $12.7 $8.7 $9.5
GREAT NORTH WOODS
Government Costs
Regulatory Costs| $6.5 $6.5 $6.5 $6.5 $6.5 $6.5
Treatment Costs (DHHS) $1.4 $1.5 $1.4 $1.4 $1.4 $1.4
Social Costs (less treatment) $0.2 $0.4 $0.1 $0.3 $0.0 $0.0
TOTAL] $8.1 $8.3 $8.0 $8.2 $7.9 $7.9
Non-Government Costs
Social Costs| $0.6 $1.2 $0.4 $0.8 $0.1 $0.1
TOTAL SOCIAL COSTS $8.7 $9.6 $8.4 $9.0 $7.9 $8.0
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The Social Cost Impact on Massachusetts

The social impacts and costs of expanded gambling in Newpidhire would certainly
have an impact on the states that border ours. Im twdelly understand the scope of
social impacts that would be caused by New Hampshiraassie offer estimates of the
potential problem gamblers and related costs to the stdasgachusetts.
Massachusetts would not be the only state to have incseaisd impacts due to a New
Hampshire casino, but they would be by far the largesd, Ao we provide these
estimates as an example of how the social cogiarabling are not bound by state lines.

Table 20 presents the prevalence estimates of problepedimological gamblers if a
casino were to be introduced in a given market areayleséd with the same method as
estimating problem gamblers for New Hampshire. The nsifke the Ski Country and
the Great North Woods estimated above are too far tmtave any substantial impacts
on the state of Massachusetts. Therefore, theseades show only the southern NH,
southwestern NH, and lakes region markets, by fa¢yjpg and size.

Table 20
Induced Gambling Disorders among Current and New Gamblers

Market Area and Total w/ Gambling

Casino Type

Problem Gamblers

Pathological Gamblers

Disorder

Low

High

Low

High

Low

High

Southern NH

Large with Table Games

20,567

40,296

11,347

24,790

31,913

65,087

Large w/o Table Games

14,392

28,199

7,981

17,437

22,374

45,636

Small with or w/o Table|
Games|

6,106

11,964

3,465

7,569

9,571

19,533

Southwestern NH

Large with Table Games

1,985

3,890

1,111

2,427

3,096

6,317

Large w/o Table Games

1,250

2,449

710

1,551

1,960

4,001

Small with or w/o Table|
Games|

528

1,034

316

691

844

1,725

Lakes Region

Large with Table Games

500

979

296

646

795

1,625

Large w/o Table Games

98

191

77

168

174

359

Small with or w/o Table|
Games|

0

0

24

51

24

51

The table below shows the social costs associatédatnew problem and pathological
gamblers displayed in the table above. Again, thegaasis were calculated using the
same method used to calculate the social costs withwnHampshire.
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Table 21
Total Estimated Social Costs from Induced Gamblers (in millions)
Market Area and . . Large Casino w/o Table Small Casino with or
. Large Casino with Table Games
Casino Type Games w/oTable Games
Low High Low High Low High

Southern NH
Government Costs $26.9 $55.4 $18.8 $38.9 $8.1 $16.7
Non-Government Costs $82.6 $172.2 $58.0 $120.9 $24.9 $52.0
TOTAL SOCIAL COSTS $109.5 $227.7 $76.8 $159.8 $33.0 $68.7
Southwestern NH
Government Costs $2.6 $5.4 $1.7 $3.4 $0.7 $1.5
Non-Government Costs $8.0 $16.8 $5.1 $10.6 $2.2 $4.6
TOTAL SOCIAL COSTS $10.6 $22.2 $6.8 $14.1 $2.9 $6.1
Lakes Region
Government Costs $0.7 $1.4 $0.2 $0.3 $0.0 $0.1
Non-Government Costs $2.1 $4.4 $0.5 $1.0 $0.1 $0.2
TOTAL SOCIAL COSTS $2.8 $5.8 $0.6 $1.3 $0.1 $0.3

Given the large population within Massachusetts irstheghern NH market area, one can
see that the estimate problem gamblers and the asslostatial costs are far greater in
Massachusetts than in New Hampshire for a facilitglese to the state line.
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Chapter 5: Estimating Benefit to the State

As has been shown, there are potential benefits amsl toosxpanded gambling.
Depending on the size of the facility to be createdilloommunities could see
significant job creation associated with the consioncphase of any development
initiative, and depending on the type of facility (VLTlprersus VLT and table games)
of the operations component. Local communities cowddasgositive impact on their
property tax assuming no special compensation is givarfaoility being created in a
community.

There are also potential revenue benefits to the Namgshire state government. Our
models suggest that there is the potential to generagaue\o the state, even after
netting out the impact of the substitution (or displagetnof existing spending for
gambling activities.

Our work also suggests that there is the potential feetsf to these revenues to the state.
These offsets include the potential competitive impaMassachusetts expanding
gambling, an increase in the number of individuals thaganebling with a pathological
gambling problem and the associated social costs, and inckmling estimate of the
impact of the recession on spending on gambling.

In this section, we combine our revenue simulation moatkloaur social cost model to
show the impact of a variety of factors on the glkalton of benefits to the state. The
model the Center has developed can be used to estimateptet different types of
facilities, in different parts of the state, and asgdsow it might impact local communities
(property taxes, job creation, and social costs) amdibhmight impact the state. In these
calculations we use revenues unadjusted for the ecomeaassion. The upper estimates
of social costs were used.

After highlighting the impact of various factors on estiing benefits to the state, we
show a simple calculation of benefit to the statg.omhcluded in this calculation are the
potential revenues to the state (including revenues assdavith enhanced economic
development activities) and the potential direct and-@uadifinancial costs to the state
associated with social costs. Excluded from this cafimr are those benefits that are
specifically local.

The data used in these calculations can be found in AppArfdr each of the sites that
were simulated, under the alternative assumptions alzeursd type of facility. These
tables include our model estimates of revenue, economéagement (jobs and GDP
impacts), and social costs for each market area. eTdegts can be used to estimate the
costs and benefits to the state, the local community both.

The Impact of Timing

In all our calculations to date, the implicit assumpi®that benefits and potential costs
accrue to the state all at the same time. We knowdlbe false. A true simulation of
economic implications might include an assessmerteohéet present value of the
various costs and benefits. The Center has not atitelhto simulate this, and uses this
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figure for illustrative purposes; Figure 11 below shows themi@tl timing of various
costs and benefits to gambling.

This chart has a number of implications. First, diclgnse fees and the economic
development implications of construction activities vaoloé experienced immediately.
The economic development revenue implications of theatipes of a facility would
depend critically on how long construction took, and howldy the facility was ramped
up to a particular size. As noted, the economic anehtey implications vary
considerably depending on the size of the facility.

The potential social costs implications would be staghasewell. The development of
jobs would clearly reduce the social costs of existingnpieyment in the short term
(which we have not modeled). The development of paticdbgehavior would be
delayed until the opening of the facility and until gambledpavior became pathological
or problem.

Figure 11

$ &- . ) ( (r+ & !

% & ' () $

x| 1 %

+  &* ! !

The Impact of Massachusetts

The first model we estimated was the situation in wMelssachusetts developed large
casinos at Suffolk Downs in East Boston and in Pa(thesse represent the most recent
options) and New Hampshire did not have any casindss i3 presented in Figure 12
below. Given the fact that some individuals would @dtassachusetts and spend
discretionary income that would otherwise have beentspétew Hampshire, there is a
net loss of revenue to the state (due to reductions irsraadlrooms estimates and to
lottery sales). In addition, there are a set oflad@osts (born by the government directly
and more broadly) that would result from New Hampslasidents developing
pathological or problem gambling behavior. In total, oudeisuggested that the state
could expect a loss of more than $68 million if Massaetissvere to expand gambling.
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Figure 12
Calculating Benefit to New Hampshire of Expanded Gambling in
Massachusetts, Large Facility ($500m Investment) Including Only Revenue
and Social Costs
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The Impact of Geography

The second series of models we estimated was desigs@duothe benefit to New
Hampshire of the development of a $500 million facilitywarious sites across the state.
In each site, we simulated the impact of developing a $8li0n facility which

provides both VLTs and table games. We estimate thepotahtial revenues in each
site based on our drive time gravity model. Our estintaiss net out the impact of
Massachusetts expanding gambling, the impact of changpendisg on other revenue
sources, and both government-paid and broader community sosial

Figure 13 displays the results from this analysis. Thplgclearly highlights the fact
that including factors other than simple revenues hamdisant impact on
understanding the benefit of expanded gambling to the stateallSites examined, the
inclusion of these factors significantly reduced the betwethe state. Graphs showing
the calculations for each site can be found in Appe@dix
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Figure 13
Benefit to the State of Expanded Gambling ($500m Investment, VLTs and table
games) Including Social Costs and Massachusetts Expansion
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A closer look at the benefit calculation for SouthBlew Hampshire (Figure 14) and for
the Lakes Region (Figure 15) highlights the impact of geogragnd in particular the
impact of any decisions on the part of Massachuseitsthe potential revenue for New
Hampshire. Our model estimates that as much as $218miillistate revenues could
be generated by developing a $500 million facility in the tsemnt part of the state. Our
model also suggests, however, that revenue would be sattiff less ($149 million) if
Massachusetts were to develop casinos. Contrastithishe Lakes Region. Our
model suggests that developing a $500 million facility coutteggte as much as $38

million, and Massachusetts’ action would have a minimghact on state revenues, as
shown in Figure 15.
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Figure 14: Benefit to the State of Expanded Gambling in Sdliern New Hampshire

Calculating Benefit to the State of Expanding Gambling, Large Facility
($500m Investment, 5,000 VLTs and Table Games) in Southern NH
Including Only Revenue and Social Costs
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Figure 15: Benefit to the State of Expanded Gambling in th Lakes Region
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The Impact of Size

Just as the amount of investment and size of the fakdite an impact on the economic
development implications of expanded gambling in New Hampséiar does size have an
impact on the potential benefit to the state. Thisti@hship is a function of the
assumption that the larger the size, the greater thatygof the facility, and the more
likely it is that that facility will be able to dragamblers into the facility.

Figure 16 below shows the results of the simulatioruofreodel of benefit to the state
from two different models at the same site: a $500 mifiamility with VLTs and table
games and a $100 million facility with VLTs and table gaméste that these benefit
values are the same as those in Figure 13 above and tiefleralculation of total
revenues net of the impact of Massachusetts and potemtial costs. Obviously, the
smaller the facility the less revenue is generatedlatess benefit to the state.

What is more important than the estimates themsedvibe degree to which the
reduction in the size of the facility begins to catbi question the benefit to the state. In
our model of southwestern New Hampshire, for examglémates of benefit drop from
approximately $14 million to $2 million. As stated befote model is not so precise as
to predict that a $100 million facility with 2,000 VLTs woulekult in a $2 million
benefit to the state. Rather, the point of thisudation is to show that the smaller the
facility, the more likely it is that there is no ledit to the state of expanded gambling in
certain areas.

Figure 16

Benefit to the State of a $500m (5,000 VLTs and Table Games) versus a $100m Facility (2,000
VLTs and Table Games) in Various Sites
Benefit Calculated as Potential Revenue Net of Impact of Massachusetts and Social Costs
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Adjusting Revenue Estimates For The Recession

The Center’s estimates of gross receipts from casmsw Hampshire are projected
based on actual casino gross receipts for selectededstdin markets prior to the

New Hampshire Center for Public Policy Studies



Analyzing the Impact of Expanded Gambling on New Hampshire 63

current recession. However, several sources havd tiwecasino visitations and
revenues have declined in association with the econ@oéssion. Gambling revenues
in Nevada fell 10.4 percent in 2009, the largest single-yedindan state history. The
2009 decline follows a 9.7 percent decrease in 2008 when statgainbling revenues
totaled $11.6 billior’> Mohegan Sun’s revenues have declined by 10% in the last two
years™ New Hampshire State Lottery revenue has declined by 16#4he/éast two
years. Thus, our revenue estimates provided up to this poinlkdsbe considered
aggressive. The Center’s base case for revenues and bamefpresented in Figure 13
above.

The following figure (Figure 17), however, shows an alteveagcenario, which adjusts
the estimated casino revenue in New Hampshire down by I6%.adjustment is equal
to the decline in New Hampshire state lottery revenue fFY2008 to FY2010. Under
this scenario, only two sites show any significant bémnefihe state, suggesting that
taking account of recession changes means that bem#ig state may be close to zero
for those sites other than Ski Country and Southern NH

Figure 17
Benefit to the State of Expanded Gambling ($500m Investment, VLTs and table
games) Including Social Costs and Massachusetts Expansion, Adjusting for Declining
Gaming Revenue
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9 http:/iwww.lvrj.com/news/gaming-revenues-fall-by-biggpstcentage-ever-84117117.html
9 GSC visit to Mohegan Sun, interview with Jeff Hartma12/14/09
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Appendix A — Detailed Data Tables for Each Market A

Table A-1

rea Simulation

Southern NH

VLTs and table games, large size
facility ($500m)

VLTs only, large size facility ($500

million invest)

VLTs and table games, small
size facility ($100m)

Estimates Low Social High Social Low Social High Social Low Social High Social
Number of Visitors (Drive Time Model) 1,410,852 1,410,852 1,128,681 1,128,681 465,581 465,581
Revenues to State
Tax Rate 39% 39% 39% 39% 39% 39%
Estimates of Winnings (2 Model Average, $) $597,818,711 $597,818,711 $478,254,969 $478,254,969 $197,280,175 | $197,280,175
State Gambling Revenue Estimates $233,149,297 $233,149,297 $186,519,438 $186,519,438 $76,939,268 $76,939,268
Impact on Lottery Revenues -$21,655,088 -$21,655,088 -$17,324,070 -$17,324,070 -$7,146,179 -$7,146,179
Impact on Meals and Rooms Revenues $7,167,079 $7,167,079 $5,733,663 $5,733,663 $2,365,136 $2,365,136
Impact of Massachusetts Decision -$70,055,424 -$70,055,424 -$56,044,339 -$56,044,339 -$23,118,290 | -$23,118,290
Property Tax Impact (local) $7,025,000 $7,025,000 $7,025,000 $7,025,000 $1,405,000 $1,405,000
Economic Development
Short Term (Construction) Direct - jobs 2,000 2,000 2,000 2,000 400 400
Short Term (Construction) Indirect - jobs 1,674 1,674 1,674 1,674 335 335
Long Term (Operations) Direct - jobs 2,400 2,400 960 960 480 480
Long Term (Operations) Indirect - jobs 832 832 333 333 166 166
Displacement (jobs taken from existing Industry) -970 -970 -388 -388 -194 -194
Total Economic Development 2,262 2,262 905 905 452 452
Total Annual GDP created in region ($) $94,686,970 $94,686,970 $37,874,788 $37,874,788 $18,937,394 $18,937,394
Percent Increase in area GDP 0.6% 0.6% 0.2% 0.2% 0.1% 0.1%
Social Costs
Number of NH Gamblers within 90 minute drive time 220,075 220,075 176,060 176,060 72,625 72,625
Number of New Problem/Pathelogical Gamblers 6,988 14,252 4,943 10,083 1,771 3,614
Costs of Regulatory Framework (w/o Lottery Commission) $6,477,558 $6,477,558 $6,477,558 $6,477,558 $6,477,558 $6,477,558
Estimated DHHS Treatment Costs $2,459,790 $3,735,504 $2,146,866 $3,051,832 $1,661,459 $1,991,324
Non-Treatment Government Funded Social Costs $5,881,084 $12,137,652 $4,162,000 $8,590,765 $1,495,368 $3,088,857
Non-Treatment Social Costs $18,088,921 $37,705,912 $12,806,603 $26,698,220 $4,612,708 $9,623,162
Estimate Total Social Costs $32,907,354 $60,056,626 $25,593,027 $44,818,374 $14,247,093 $21,180,900
Estimates of Per Problem/Pathelogical Gambler Costs $4,709 $4,214 $5,177 $4,445 $8,045 $5,860
Estimate Total Social Costs (goVv't costs only) $14,818,432 $22,350,714 $12,786,424 $18,120,154 $9,634,385 $11,557,738
Estimates of Per Problem/Pathelogical Gambler Govt Only Costs $2,120 $1,568 $2,587 $1,797 $5,441 $3,198

Note: Please note that in all of our work we have rodrade estimates to the millions of dollars.
precision, but to provide those attempting to understandiok with the exact data used in our estimations.
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Table A-2

Southwestern NH

VLTs and table games, large size
facility ($500m)

VLTs only, large size facility ($500
million invest)

VLTs and table games, small
size facility ($100m)

Estimates Low High Low High Low High
Number of Visitors (Drive Time Model) 303,683 303,683 242,946 242,946 100,215 100,215
Revenues to State
Tax Rate 39% 39% 39% 39% 39% 39%
Estimates of Winnings (2 Model Average, $) $104,256,292 $104,256,292 $83,405,034 $83,405,034 $34,404,576 $34,404,576
State Gambling Revenue Estimates $40,659,954 $40,659,954 $32,527,963 $32,527,963 $13,417,785 $13,417,785
Impact on Lottery Revenues -$3,294,553 -$3,294,553 -$2,635,643 -$2,635,643 -$1,087,203 -$1,087,203
Impact on Meals and Rooms Revenues $1,389,758 $1,389,758 $1,111,806 $1,111,806 $458,620 $458,620
Impact of Massachusetts Decision -$7,892,227 -$7,892,227 -$6,313,781 -$6,313,781 -$2,604,435 -$2,604,435
Property Tax Impact (local) $13,195,000 $13,195,000 $13,195,000 $13,195,000 $2,639,000 $2,639,000
Economic Development
Short Term (Construction) Direct - jobs 2,000 2,000 2,000 2,000 400 400
Short Term (Construction) Indirect - jobs 1,593 1,593 1,593 1,593 319 319
Long Term (Operations) Direct - jobs 2,400 2,400 960 960 480 480
Long Term (Operations) Indirect - jobs 764 764 306 306 153 153
Displacement (jobs taken from existing Industry) -949 -949 -380 -380 -190 -190
Total Economic Development 2,215 2,215 886 886 443 443
Total Annual GDP created in region ($) $86,191,000 $86,191,000 $34,476,400 $34,476,400 $17,238,200 $17,238,200
Percent Increase in area GDP 2.3% 2.3% 0.9% 0.9% 0.5% 0.5%
Social Costs
Number of NH Gamblers within 90 minute drive time 41,838 41,838 33,470 33,470 13,806 13,806
Number of New Problem/Pathelogical Gamblers 1,151 2,348 790 1,611 338 690
Costs of Regulatory Framework (w/o Lottery Commission) $6,477,558 $6,477,558 $6,477,558 $6,477,558 $6,477,558 $6,477,558
Estimated DHHS Treatment Costs $1,560,943 $1,771,718 $1,505,623 $1,650,855 $1,436,465 $1,499,760
Non-Treatment Government Funded Social Costs $969,374 $2,000,881 $665,465 $1,373,843 $285,540 $589,965
Non-Treatment Social Costs $2,982,793 $6,218,295 $2,048,956 $4,272,295 $881,541 $1,839,548
Estimate Total Social Costs $11,990,668 $16,468,452 $10,697,602 $13,774,551 $9,081,104 $10,406,832
Estimates of Per Problem/Pathelogical Gambler Costs $10,414 $7,013 $13,545 $8,549 $26,883 $15,090
Estimate Total Social Costs (gov't costs only) $9,007,875 $10,250,157 $8,648,646 $9,502,256 $8,199,563 $8,567,284
Estimates of Per Problem/Pathelogical Gambler Govt Only Costs $7,824 $4,365 $10,950 $5,898 $24,273 $12,423

Note: Please note that in all of our work we have rodrade estimates to the millions of dollars. We incltitese data here not to suggest this level of
precision, but to provide those attempting to understandiok with the exact data used in our estimations.
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Table A-3

Lakes Region

VLTs and table games, large size
facility ($500m)

VLTs only, large size facility ($500
million invest)

VLTs and table games, small
size facility ($100m)

Estimates Low High Low High Low High
Number of Visitors (Drive Time Model) 333,855 333,855 267,084 267,084 110,172 110,172
Revenues to State
Tax Rate 39% 39% 39% 39% 39% 39%
Estimates of Winnings (2 Model Average, $) $119,193,764 $119,193,764 $95,355,011 $95,355,011 $39,333,942 $39,333,942
State Gambling Revenue Estimates $46,485,568 $46,485,568 $37,188,454 $37,188,454 $15,340,237 $15,340,237
Impact on Lottery Revenues -$8,609,944 -$8,609,944 -$6,887,955 -$6,887,955 -$2,841,281 -$2,841,281
Impact on Meals and Rooms Revenues $183,438 $183,438 $146,751 $146,751 $60,535 $60,535
Impact of Massachusetts Decision -$3,990,405 -$3,990,405 -$3,192,324 -$3,192,324 -$1,316,834 -$1,316,834
Property Tax Impact (local) $8,685,000 $8,685,000 $8,685,000 $8,685,000 $1,737,000 $1,737,000
Economic Development
Short Term (Construction) Direct - jobs 2,000 2,000 2,000 2,000 400 400
Short Term (Construction) Indirect - jobs 1,593 1,593 1,593 1,593 319 319
Long Term (Operations) Direct - jobs 2,400 2,400 960 960 480 480
Long Term (Operations) Indirect - jobs 764 764 306 306 153 153
Displacement (jobs taken from existing Industry) -1,582 -1,582 -633 -633 -316 -316
Total Economic Development 1,582 1,582 633 633 316 316
Total Annual GDP created in region ($) $61,565,000 $61,565,000 $24,626,000 $24,626,000 $12,313,000 $12,313,000
Percent Increase in area GDP 2.0% 2.0% 0.8% 0.8% 0.4% 0.4%
Social Costs
Number of NH Gamblers within 90 minute drive time 95,708 95,708 76,566 76,566 31,583 31,583
Number of New Problem/Pathelogical Gamblers 3,445 7,025 2,454 5,006 1,050 2,142
Costs of Regulatory Framework (w/o Lottery Commission) $6,477,558 $6,477,558 $6,477,558 $6,477,558 $6,477,558 $6,477,558
Estimated DHHS Treatment Costs $1,913,451 $2,541,872 $1,761,876 $2,210,714 $1,546,952 $1,741,150
Non-Treatment Government Funded Social Costs $2,898,681 $5,982,260 $2,065,989 $4,264,214 $885,278 $1,828,122
Non-Treatment Social Costs $8,914,845 $18,582,252 $6,356,190 $13,250,333 $2,728,160 $5,689,970
Estimate Total Social Costs $20,204,535 $33,583,942 $16,661,613 $26,202,819 $11,637,948 $15,736,800
Estimates of Per Problem/Pathelogical Gambler Costs $5,865 $4,780 $6,789 $5,235 $11,088 $7,348
Estimate Total Social Costs (gov't costs only) $11,289,690 $15,001,690 $10,305,423 $12,952,486 $8,909,788 $10,046,830
Estimates of Per Problem/Pathelogical Gambler Govt Only Costs $3,277 $2,135 $4,199 $2,588 $8,489 $4,691

Note: Please note that in all of our work we have rodrade estimates to the millions of dollars. We incltiiese data here not to suggest this level of
precision, but to provide those attempting to understand/ok with the exact data used in our estimations.
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Table A-4

Ski Country

VLTs and table games, large size
facility ($500m)

VLTs only, large size facility ($500

million invest)

VLTs and table games, small
size facility ($100m)

Estimates Low High Low High Low High
Number of Visitors (Drive Time Model) 531,943 531,943 425,555 425,555 175,541 175,541
Revenues to State
Tax Rate 39% 39% 39% 39% 39% 39%
Estimates of Winnings (2 Model Average, $) $178,892,012 $178,892,012 $143,113,610 $143,113,610 $59,034,364 $59,034,364
State Gambling Revenue Estimates $69,767,885 $69,767,885 $55,814,308 $55,814,308 $23,023,402 $23,023,402
Impact on Lottery Revenues -$4,384,998 -$4,384,998 -$3,507,998 -$3,507,998 -$1,447,049 -$1,447,049
Impact on Meals and Rooms Revenues $2,752,638 $2,752,638 $2,202,110 $2,202,110 $908,370 $908,370
Impact of Massachusetts Decision $0 $0 $0 $0 $0 $0
Property Tax Impact (local) $7,775,000 $7,775,000 $7,775,000 $7,775,000 $1,555,000 $1,555,000
Economic Development
Short Term (Construction) Direct - jobs 2,000 2,000 2,000 2,000 400 400
Short Term (Construction) Indirect - jobs 1,593 1,593 1,593 1,593 319 319
Long Term (Operations) Direct - jobs 2,400 2,400 960 960 480 480
Long Term (Operations) Indirect - jobs 764 764 306 306 153 153
Displacement (jobs taken from existing Industry) -2,215 -2,215 -886 -886 -443 -443
Total Economic Development 949 949 380 380 190 190
Total Annual GDP created in region ($) $36,939,000 $36,939,000 $14,775,600 $14,775,600 $7,387,800 $7,387,800
Percent Increase in area GDP. 1.6% 1.6% 0.6% 0.6% 0.3% 0.3%
Social Costs
Number of NH Gamblers within 90 minute drive time 61,584 61,584 49,268 49,268 20,323 20,323
Number of New Problem/Pathelogical Gamblers 1,029 2,100 638 1,303 219 448
Costs of Regulatory Framework (w/o Lottery Commission) $6,477,558 $6,477,558 $6,477,558 $6,477,558 $6,477,558 $6,477,558
Estimated DHHS Treatment Costs $1,543,505 $1,733,621 $1,483,680 $1,602,916 $1,419,494 $1,462,684
Non-Treatment Government Funded Social Costs $868,029 $1,792,357 $539,375 $1,114,265 $186,763 $386,740
Non-Treatment Social Costs $2,674,278 $5,577,152 $1,664,407 $3,472,706 $580,917 $1,214,848
Estimate Total Social Costs $11,563,370 $15,580,688 $10,165,021 $12,667,446 $8,664,732 $9,541,830
Estimates of Per Problem/Pathelogical Gambler Costs $11,233 $7,418 $15,921 $9,720 $39,571 $21,300
Estimate Total Social Costs (gov't costs only) $8,889,092 $10,003,536 $8,500,614 $9,194,739 $8,083,815 $8,326,982
Estimates of Per Problem/Pathelogical Gambler Govt Only Costs $8,635 $4,763 $13,314 $7,055 $36,918 $18,588

Note: Please note that in all of our work we have rodrade estimates to the millions of dollars. We incltiiese data here not to suggest this level of
precision, but to provide those attempting to understand/ok with the exact data used in our estimations.
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Table A-5

Great North Woods

VLTs and table games, large size
facility ($500m)

VLTs only, large size facility ($500

million invest)

VLTs and table games, small
size facility ($100m)

Estimates Low High Low High Low High
Number of Visitors (Drive Time Model) 55,877 55,877 44,701 44,701 18,439 18,439
Revenues to State
Tax Rate 39% 39% 39% 39% 39% 39%
Estimates of Winnings (2 Model Average, $) $18,290,099 $18,290,099 $14,632,079 $14,632,079 $6,035,733 $6,035,733
State Gambling Revenue Estimates $7,133,139 $7,133,139 $5,706,511 $5,706,511 $2,353,936 $2,353,936
Impact on Lottery Revenues -$902,813 -$902,813 -$722,250 -$722,250 -$297,928 -$297,928
Impact on Meals and Rooms Revenues $149,550 $149,550 $119,640 $119,640 $49,352 $49,352
Impact of Massachusetts Decision $0 $0 $0 $0 $0 $0
Property Tax Impact (local) $14,910,000 $14,910,000 $14,910,000 $14,910,000 $2,982,000 $2,982,000
Economic Development
Short Term (Construction) Direct - jobs 2,000 2,000 2,000 2,000 400 400
Short Term (Construction) Indirect - jobs 1,593 1,593 1,593 1,593 319 319
Long Term (Operations) Direct - jobs 2,400 2,400 960 960 480 480
Long Term (Operations) Indirect - jobs 764 764 306 306 153 153
Displacement (jobs taken from existing Industry) -2,215 -2,215 -886 -886 -443 -443
Total Economic Development 949 949 380 380 190 190
Total Annual GDP created in region ($) $36,939,000 $36,939,000 $14,775,600 $14,775,600 $7,387,800 $7,387,800
Percent Increase in area GDP 2.6% 2.6% 1.0% 1.0% 0.5% 0.5%
Social Costs
Number of NH Gamblers within 90 minute drive time 11,996 11,996 9,597 9,597 3,959 3,959
Number of New Problem/Pathelogical Gamblers 843 1,719 700 1,426 525 1,071
Costs of Regulatory Framework (w/o Lottery Commission) $6,477,558 $6,477,558 $6,477,558 $6,477,558 $6,477,558 $6,477,558
Estimated DHHS Treatment Costs $1,418,333 $1,460,147 $1,406,443 $1,434,170 $1,387,113 $1,391,938
Non-Treatment Government Funded Social Costs $191,722 $395,794 $126,402 $261,023 $20,212 $41,926
Non-Treatment Social Costs $590,241 $1,230,676 $389,530 $812,418 $63,233 $132,455
Estimate Total Social Costs $8,677,855 $9,564,175 $8,399,933 $8,985,169 $7,948,116 $8,043,878
Estimates of Per Problem/Pathelogical Gambler Costs $10,288 $5,564 $12,007 $6,303 $15,127 $7,512
Estimate Total Social Costs (gov't costs only) $8,087,613 $8,333,499 $8,010,403 $8,172,751 $7,884,883 $7,911,423
Estimates of Per Problem/Pathelogical Gambler Govt Only Costs $9,589 $4,848 $11,451 $5,733 $15,006 $7,389

Note: Please note that in all of our work we have rodrade estimates to the millions of dollars. We incltiiese data here not to suggest this level of
precision, but to provide those attempting to understand/ok with the exact data used in our estimations.
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Appendix B — Social Costs Prevalence Adjustment Dat a

Table B - 1: Prevalence Estimates by Drive Times andf@€urrent Gamblers®®

. Problem Pathological
Gamb'"ﬁg thort by Gamblers Gamblers
Drive Time
Low High Low High
0 - 60 minutes 4.7% 9.1% 2.5% 5.4%
60 - 90 minutes 3.1% 6.1% 1.7% 3.6%
Current gamblers 2.3% 4.6% 1.2% 2.7%
Table B - 2°
Distribution of Risk for Problem Gambling
Across Gambling Frequency Groups
Relative Risk
Age-Adjusted Lifetime Pefl(_:;r;tl of :
Visits to a Casino Gambl Problem Pathological
amplers Gamblers Gamblers
0-10 30% 0.0 0.0
11-50 23% 0.1 0.1
51-100 12% 0.4 0.8
101-500 15% 1.2 0.8
501-1000 7% 1.5 1.0
1001+ 13% 2.8 3.4

% Based on: Shaffer H and Hall M. “Updating and Refirfingvalence Estimates of Disordered Gambling
Behaviour in the United States and Canada.” Canadian JafrRablic Health. 92(3) p.168-72. May-June 2001.
See Past-Year adult estimates, Table 1, p. 169. Higlomnestimates are based on the ends of the 95%
confidence interval of prevalence estimates. We chaskyear prevalence estimates to be able to cauiia
annualized estimate.

% Relative risk estimates are based on reported cagesmifling disorders, see Kessler et al. “DSM-IV
Pathological Gambling in the National Co-morbidity SyriReplication.” Psychological Medicin&ol.
38.pp.1351-60. September 2008.
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Appendix C — Benefit Calculations Associated with a

Million Investment in a VLT and Table Games Facilit
Each Market Area

$500
y for

TableC-1
Calculating Benefit to the State of Expanding Gambling, Large Facility
($500m Investment, 5,000 VLTs and Table Games) in Southern NH
Including Only Revenue and Social Costs
$250 -
$200 -
% $150
c
S
E $100 - PR
$149 Private
Govt
$22
$0 T T T 1
Revenue to State Revenue to State Social Costs Net State Benefit
(Assuming
Massachusetts
Expands)
Table C -2
Calculating Benefit to the State of Expanding Gambling, Large Facility
($500m Investment) in Southwestern NH Including Only Revenue and
Social Costs
$250
$200
©
» $150
c
S
E
c $100
$50
Private  $6
$39 $14
$0 ‘ 1 pon $10,
Revenue to State Revenue to State Social Costs Net State Benefit
(Assuming
Massachusetts
Expands)
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Table C -3
Calculating Benefit to the State of Expanding Gambling, Large Facility
($500m Investment, 5,000 VLTs and Table Games) in Ski Country
Including Only Revenue and Social Costs
$250
$200
&
@ $150
i)
E
= $100
$50
$68 $68 Private $6 $53
$0 T T GOVtH $1n T
Revenue to State  Revenue to State Social Costs Net State Benefit
(Assuming
Massachusetts
Expands)
TableC -4
Calculating Benefit to the State of Expanding Gambling, Large Facility
($500m Investment, 5,000 VLTs and Table Games) in Lakes Region
Including Only Revenue and Social Costs
$250
$200 -
&
&
@ $150
i)
E
< $100 -
$50 -
Private
$38 $34 Govt H
$0 : : $15 $0
Revenue to State  Revenue to State Social Costs Net State Benefit
(Assuming
Massachusetts
Expands)
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Table C-5
Calculating Benefit to the State of Expanding Gambling, Large Facility
($500m Investment, 5,000 VLTs and Table Games) in Great North Woods
Including Only Revenue and Social Costs
$250
$200 -
$150 -
@
(]
&
= $100
S
£
$50 -
6 $6 P(;ivate $1 3
$0 — ‘ — Govt 1 $8
Revenue to State  Revenue to State Social Costs Net State Benefit
(Assuming
$50 Massachusetts
Expands)
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