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INTRODUCTION 

Role of the Maryland Lottery and Gaming Control Commission 

(“Commission”) 

 

The Commission is required to determine whether sports wagering 

applicants have proven, by clear and convincing evidence, that they meet the 

qualifications for licensure under the Sports Wagering Law.  Requirements for 

qualification include: (1) applicant’s financial stability and integrity; (2) 

integrity of any financial backers related to the application; (3) applicant’s good 

character, honesty, and integrity; (4) applicant’s business ability; and (5) 

whether there are any mandatory disqualifiers that prevent the applicant from 

proving its qualifications by clear and convincing evidence.  The Commission 

cannot issue a license unless it determines that the applicant is qualified. 

The Regulatory Licensing and Investigations Division the Maryland 

Lottery and Gaming Control Agency (“Agency”) conducts the required 

background investigation of an applicant’s qualifications.  A report of the 

background investigation is provided to the Commission to assist it in 

determining whether the applicants described in this Report have proven that 

they are qualified. 
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The full report is confidential, and is available to the Commission on the 

Agency’s shared drive.  The Executive Summary that will be presented by Staff 

at the Commission meeting is a public document, which will be provided in the 

Commission packets, and is also available on the Agency website with other 

Commission meeting documents.   

Process 

As a prerequisite to being eligible for a Sports Wagering Facility 

Operator License, an applicant must submit a Sports Wagering Facility 

Operator License Application to the Commission.  The applicant must prove to 

the Commission, by clear and convincing evidence, that it meets the 

qualification criteria set forth in the Annotated Code of Maryland, State Gov’t 

Article (“SG”), § 9-1E and the Commission’s sports wagering regulations in 

Code of Maryland Regulations (“COMAR”) 36.10 (collectively, “the Sports 

Wagering Law”).  The Sports Wagering Law also includes and incorporates 

applicable licensing requirements in SG § 9-1A, and COMAR 36.03 

(collectively, “the Gaming Law”), which establishes requirements for all 

casino-related licenses.   

Specifically, the applicant must prove that it is qualified under SG § 9-

1E-07(e) and COMAR 36.10.03.02 and 36.10.06.03 and not disqualified under 
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COMAR 36.10.03.02C. An applicant must provide all information to the 

Commission that is necessary for a qualification determination as to the 

applicant, its principals, and its principal entities.   

The Agency (“MLGCA,” “we” or “our’), conducted a suitability 

background license investigation of Crown MD Gaming, LLC d/b/a 

DraftKings, Inc. (“Applicant”) in connection with its application for a sports 

wagering facility operator license.   

You (the Commissioners) have been provided with the complete 

investigative report on the applicant.  You have also received a copy of the 

public report that was in your packets and made available to everyone on the 

agency website.  I will summarize the reports that have been given to you. 

Background 

DraftKings, Inc. (the “Company” or “DraftKings”) was originally 

incorporated in Delaware on December 31, 2011 and is a digital sports 

entertainment and gaming company, offering daily fantasy sports, sports 

betting and online casino gaming.  In August 2018, DraftKings launched its 

first mobile sportsbook and it currently offers a mobile and retail sportsbook, 
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and online casino gaming in 18 states.  The Company has its headquarters in 

Boston, Massachusetts.   

Mergers and Reorganizations 

In April 2020, the Company completed a material reorganization and 

business combination.  In May 2019 they completed an initial public offering 

of common stock and warrants, generating approximately $400 million in 

proceeds.  Simultaneous to the reorganization, the Company acquired all of the 

outstanding share capital of SBTech (Global) Limited by issuing 45 million 

shares of its common stock to former SBTech shareholders.  SBTech designs 

and develops sports betting and casino gaming software for DraftKings’ 

sportsbook and casino gaming products.   

Acquisition of Golden Nugget Online Gaming, Inc. 

In August 2021, the Company acquired Golden Nugget Online Gaming, 

Inc. in an all-stock transaction with an estimated equity value of $1.56 billion.   

Strategic Gaming Agreement 

Crown MD Gaming, LLC, and Crown Gaming, Inc., both wholly-owned 

subsidiaries of DraftKings, Inc., and the Maryland State Fair and Agricultural 
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Society, Inc. (the “Society.”) entered into a strategic gaming agreement on 

December 23, 2020 (“Gaming Agreement”).  The agreement is for a ten-year 

term beginning on the earlier of the launch date of DraftKings’ online 

sportsbook or its retail sportsbook at the State Fairgrounds.   

Under the terms of the Gaming Agreement, the parties will share the cost 

of renovating an area under the grandstands of the Timonium racetrack to house 

the sports wagering facility.  DraftKings has been granted the exclusive right 

to operate the retail sportsbook at the fairgrounds and will provide all related 

equipment, customer and marketing services, and personnel to staff the facility.   

 Ownership of Company and Applicant 

DraftKings, Inc. is publicly traded on the NASDAQ under the symbol 

“DKNG”.  In its Proxy Statement (Schedule 14A) filed with the United States 

Securities and Exchange Commission on February 28, 2022, the Company 

disclosed that it had approximately 409.6 million shares of common stock 

outstanding.  The following entities held beneficial ownership of more than 5% 

of the Company’s common stock as of February 28, 2022: 

•         The Vanguard Group – 26,338,845 shares (6.4%) 
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•         ARK Investment Management, LLC – 20,996,534 shares (5.1%) 

Both of these entities are institutional investors that have previously been 

granted institutional investor waivers by the Maryland Lottery and Gaming 

Control Agency.  

Impact of the COVID-19 Pandemic 

The impact of the COVID-19 pandemic on the Company primarily 

resulted from the cancellation and rescheduling of Major League Baseball, 

National Basketball Association and National Hockey League sports seasons, 

as well as major sporting events such as the NCAA college basketball 

tournament and the Masters golf tournament.  This significantly impacted its 

mobile and retail sportsbook operations, particularly in the first three quarters 

of calendar year 2020.   

Discussion of Financial Performance 

We performed a detailed analysis of DraftKings’ operating performance 

and financial condition for the periods ending December 31, 2017 through 

December 31, 2021.  We offer the following comments: 
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Conclusion of Financial Suitability 

The Company’s overall operating performance during the five-year 

review period was consistently poor, due in large part to its rapid expansion 

into new markets and competing to acquire and retain customers.  Specifically, 

DraftKings launched its first mobile sportsbook in August 2018 and since that 

time has established mobile and retail sportsbook and online casino gaming in 

18 states.  Although the Company’s revenues increased significantly with 

market expansion, increases in both cost of revenue and operating expenses 

have far exceeded revenue growth, resulting in net losses totaling $3.05 billion 

over the period reviewed.  These cost increases are due in large part to extensive 

advertising and player incentive costs incurred each time the Company enters 

a new market.  Additionally, DraftKings continues to acquire new businesses 

and develop new products and technologies which are often very costly.  As a 

result of its poor operating performance, the Company is not generating 

positive cash flows from its operations and is having to rely on other measures, 

such as the issuance of promissory notes, to fund its operations and meet its 

capital demands.  The Company believes that its operating performance will 

improve over time, but expects that it will continue to incur annual operating 

losses and negative operating cash flows for the foreseeable future as it 
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continues to implement its business strategy of expansion into new markets, 

customer acquisition in a competitive environment, acquisition of new 

businesses and the development of new products and technologies.   

Despite its poor operating performance, the Company’s financial 

strength has improved in recent years.  This is due mainly to a stock offering 

and the issuance of promissory notes that resulted in a substantial influx in cash 

and improvement in stockholder equity which has better positioned the 

Company to continue its expansion efforts.  Additionally, the Company has a 

significant amount of borrowing capacity available to it should the need arise.  

Although DraftKings’ operating performance is an area of concern and the 

prospect of improvement in the near future is limited, there are no 

overwhelming issues that would lead us to conclude that the Company is 

unsuitable for licensure.  However, it is recommended that the Company 

provide certain assurances to have its financial performance and suitability be 

reviewed on an annual basis. There are no areas of concern with the licensure 

of Crown MD Gaming, LLC as a Sports Wagering Facility Operator or with 

Crown Gaming, Inc. as a Sports Wagering Principal Entity. 

Staff contacted DraftKings regarding the significant losses and the 

company’s future forecasts.  DraftKings advised that their liquidity position 
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was strong with 1.5B in cash as of June 30, 2022.  They advised that internal 

forecasts anticipate significant growth in the next three years.  Several analysts 

are estimating profitability in 2024 and all analysts are estimating profitability 

by 2025.   

 

FINDINGS 

The MLGCA conducted a complete and thorough background 

investigation as authorized under the Sports Wagering Law by analyzing 

corporate records and documents, scrutinizing the business operations, 

practices, and transactions of Crown MD Gaming, LLC d/b/a DraftKings, Inc.  

and conducting interviews of key personnel, focusing on required qualification 

criteria involving integrity and financial stability. MLGCA adhered to well-

defined and approved investigative protocols in assembling the factual 

information incorporated in this report.  The results of the investigation for the 

specific qualification criteria enunciated in under SG § 9-1E-07(e)(6) and 

COMAR 36.10.03.02 and 36.10.06.03 are summarized as follows:  

1) DraftKings, Inc. was found to have financial stability, integrity and 

responsibility 
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2) There were no material issues involving the known financial backers 

3) DraftKings, Inc. possesses the requisite good character, honesty and 

integrity 

4) DraftKings, Inc. has sufficient business ability and experience  

5) There were no potential disqualifying factors 

APPLICANT AND PRINCIPAL ENTITIES 

The Applicant and its principal entities satisfy the applicable 

qualification criteria under SG § 9-1E-07(e)(6), COMAR 36.10.03.02 COMAR 

36.10.06.03, and COMAR 36.10.02.10 and are not disqualified under COMAR 

36.10.03.02C. 

PRINCIPAL QUALIFIERS 

 We identified the following natural person qualifiers 

(“principals”) who are associated with the Applicant.  The following individual 

qualifiers of DraftKings Holdings, Inc. are currently in the licensing process by 

MLGCA as Principals: 

● Valerie Ann Mosley – Board of Director & Member of Audit Committee 

● Steven Joseph Murray – Board of Directors 
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● Ryan Robert Moore – Board of Directors 

● Jocelyn Marie Moore – Board of Directors 

● Marni Marie Walden – Independent Director  

● Matthew Phillip Kalish – President, DraftKings North America  

● Jason Daniel Robins – CEO & Chairman of the Board 

● Erik Scott Bradbury – Chief Accounting Officer 

 

● Jason Kyun Park – Chief Financial Officer 

● Paul Liberman – President, Global Product & Technology  

       

CONCLUSION AND OPINION  

MLGCA’s investigation has confirmed that the Applicant has sufficient 

financial resources and found no derogatory information regarding the 

Applicant’s qualifications.  Based on the criteria in SG §§ 9-1E-07(e)(6) and 

COMAR 36.10.03.02, we conclude that the Applicant and its principal has 

established by clear and convincing evidence their qualifications for a Sports 

Wagering Facility Operator License.     


