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Executive Summary 
Buying Opportunity Investment Thesis

Historical Performance Allocation Proposal
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PENN % Return S&P 500 % Return XLY % Return

• In February 2020, PENN announced its investment in 

Barstool Sports and subsequent launch of  BS Sportsbook

• Post acquisition, PENN was swept up in a rally based on 

boosted sentiment surrounding online sports betting

• Due to Covid-19, intense OSB competition, and negative press 

compounding the effect of  earnings misses, PENN has 

returned to pre-pandemic valuations

• We believe the market has incorrectly lost faith in PENN’s 

long-term initiatives and assigns no value beyond the casino 

operations

1

2

3

Continued Strength in Retail Casinos

Unique Customer Acquisition Strategy

Margin Expansion in Interactive Segment

Buy: 100 Shares

Value: ~$3700

CD Weight: 7%

BIF Weight: .7%

CD Outlook: The sector could face macro headwinds with a 

looming recession; we are looking for long-term (2+ years) 

plays at valuable pricing  
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Company Profile

Segment Breakdown

Overview

Key Statistics

• PENN is a nationwide retail casino and gaming operator featuring 48000 gaming machines, 1300 table games and 8800 hotel 

rooms across its 44 casino and racing facilities located in 20 states

• While ~93% of  revenue is generated from casino and racing operations, PENN’s Interactive Segment operates retail sports 

betting, online sports betting, online social casino, and other “iGaming/iCasino” products

• Acquired a 36% stake in Barstool ($163M) in 2020 and the entirety of  theScore Media ($2B) in 2021 as part of  the firm’s long-term 

strategy of  transitioning to the best omnichannel provider of  gaming and betting entertainment

• Barstool: Will increase stake to a minimum of  50% in ‘23 but plan acquire entire brand

• Announced a $750 million share repurchase program over three years in February 2022

Current Share Price                                               $37.88

52 Week Range                                         $35.70 – 96.24

Market Cap.                                                           $6.4 B

Enterprise Value                                                  $16.1 B

FY ’21 EPS                                                             $2.94

IPO                                                                 May 1994

2552.4

1322.2
1102.7

521.4 432.9

-500
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500

1,000

1,500

2,000

2,500

3,000

Northeast South Midwest West Interactive

Revenue (Millions USD) EBITDA (Millions USD) Square Footage (Millions)

84% Gaming Revenue

16% Food, Beverage, Hotel
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Industry Overview
Industry Highlights Competitors

Handle Market Share by Key State US Sports Betting Market Outlook

• Record US Gaming Rev: $53B, up 21% from ’19 to ‘21

• Foot traffic remains below pre-pandemic levels but 

GGR per visit is rising

• Youth Appeal:

• Rise of  Online Gambling, Live Online

• 55% of  aged 20-39 sports fans say they sports bet

• Introduction of  Skill Based Games

• Marketing Frenzy: $2.1B in OSB Ad Spend ’22E
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US OSB Market Size

58% 10% 5.8% 8.3%

Nationwide Retail Sports Bet Market Share: 12%
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Strength in Retail Casinos
Transition into 3C’s Opening of  New Casinos

Growing Engagement of  Younger Demographics Stable Cash Flow Generation

• 3C’s technology: Cardless, Cashless, Contactless

• Efficient, engaging, and convenient 

• Customers can use the mywallet app for transactions at 

slot machines and table games

• Eliminated wait times at tables and in line

• Example of  integrated omnichannel technology to 

provide customers with a seamless experience at physical 

locations and online

• Currently in 8 properties compared to 3 in Q3 2021

• Hollywood Casino Morgantown opened in December 2021

• Modern Sportsbook with full 3C integration in table 

gaming, slot machines, and food and beverages

• Barstool Sportsbook has been added to 5 casinos in 

Louisiana

• 58% Market Share and 53% of  gross gaming revenue

• Leading retail sportsbook in WV, IN, IA, MI, CO, and LA

• Positioned for same success in Ohio and future casino 

locations

Cashless payment system aligns with the daily lives of  

younger consumers

Casinos and bars have been rebranded to be Barstool 

Sports themed. 

Barstool social media reach is now 144 million users, YoY 

growth of  25%

$1,693 

$1,138 

$2,131 
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Customer Acquisition Strategy 
Overview Organic OSB Retention

Cross-Selling Integration Canadian Influence 

• Plans to leverage a loyal fanbase from their investments in 

theScore and Barstool Sports, conserving cash and 

increasing long-term customer retention rates

• Top competitors have spent large percentages of  revenue 

on marketing campaigns and promotional deals 

• Strong social media presence and influential personalities 

will naturally attract consumers to the platform
Spent significantly less on marketing while competitors burned cash

29.90%

104.70%

Penn Interactive Competitor Average

Marketing as a % of  NGR

17.60%

63.70%

Penn Interactive Competitor Average

Marketing as % of  GGR

20% of  Canadians have already downloaded theScore app, 

topping Canadian app downloads since its launch

Legalization of  online sports betting in Ontario in April 

creates a new opportunity to gain significant market share

TheScore’s strategic partnership with the Toronto Blue Jays 

provides an exclusive marketing opportunity in Canada
3

2

1

First mover in the Canadian mobile sports app 

industry, seamlessly transitioning Canadian 

users to Barstool and expanding margins as a 

result of  effective marketing

Full ownership of  Barstool Sports in 2023 

will increase the customer base and brand 

loyalty through the popularity of Barstool 

iCasinos, bars, podcasts, and merchandising 

Fully integrate sports news, media, and gambling in one interface
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0.5x

1.4x

2.2x

Average
Customer

Acquisition Cost

Q1 Q2 Q3 Q4

2021

Cumulative Net Contribution Margin Payback

Margin Expansion in Interactive Segment
Interactive Segment Overview Barstool Sportsbook Return on Investment

Illustrative Contribution Margin Strategy Changes

Penn Interactive

Operates retail sportsbooks across company portfolio

Barstool Sportsbook and Casino

Online sports betting and casino app

iGaming platforms
1. theScore – delivers personalized scores and news

2. Barstool – strategic partnership to promote retail gaming and racing 

properties

Lower customer acquisition costs and high retention

rates provide favorable return on investment from

online sports betting

Net Gaming Revenue Marketing Spend Taxes & Volumentric
Costs

Net Market Access
Fees

Contribution Margin

Net Gaming Revenue Marketing Spend Taxes & Volumentric
Costs

Net Market Access
Fees

Contribution Margin

Other Sportsbook 

Operators Market Access Savings

This comes from casino 

footprint, while excess 

skins provide recurring 

and high margin revenue 

streams

Lower Marketing 

Spend

Organic customer 

acquisition and recurring 

promotion from Barstool 

Sports and theScore

Long-Term Margin Advantages
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Valuation
Football Field Analysis Assumption Weights

Analysts Ratings

Credit Suisse Buy $95 PT

Goldman Sachs Buy $71 PT

Berenberg Buy $65 PT

Macquarie Buy $72 PT

Morgan Stanley Buy $51 PT

JP Morgan Buy $58 PT
$30 $40 $50 $60 $70 $80 $90 $100 $110

52 Week Range

Street Value

DCF GG

DCF MM

2022 EV/EBITDA

2023 P/E

2023 EV/EBIT

2023 EV/EBITDA

C
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t

20%

20%

15%

15%

15%

15%

DCF GG

DCF MM

2022 EV/EBITDA

2023 P/E

2023 EV/EBIT

2023 EV/EBITDA

$38 $64
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Investment Risks

Outlook for consumer 

confidence and discretionary 

spending is poor

Strong balance sheet to 

withstand near-term headwinds, 

with less dependence on travel

Key Man Risk: Barstool media 

personalities continue to have 

bad press

The Barstool fan base is 

extremely loyal and recent 

accusations have led nowhere

Competitors continue intense 

marketing campaigns to secure 

market share

PENN’s diversified portfolio 

and omnichannel approach 

should continue to deliver value 

beyond OSB

S
e
ve

ri
ty

Probability

S
e
ve

ri
ty

Probability

S
e
ve

ri
ty

Probability
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Thank You

Questions?

BUY: PENN TGT Price: $64 Upside: 67%
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Income Statement
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Cash Flow Statement 1
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Cash Flow Statement 2
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Balance Sheet
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Revenue Build 1
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Revenue Build 2
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Revenue Build 3



18

C
o

n
su

m
er

 D
is

cr
et

io
n

ar
y 

S
ec

to
r 

|
 N

A
S
D

A
Q

: 
P

E
N

N
 

Networking Capital
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DCF
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Comps
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Comps 2
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Comps 3
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Valuation Weights
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WACC Calculations
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Sensitivity Tables
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Annotated Stock Chart

1 2 3

• Immediate 27% gain in January 2020 

following the Barstool Sports acquisition  

prior to the pandemic in March 2020

• Stable revenue during the pandemic

• Strong EPS recovery from pandemic low

• Acquisition of  theScore in October 

2021 while competitors gain short-term 

market share with aggressive marketing

• Positive revenue surprises all of  2021

• Q1 2022: .44 EPS Adj+ (62.8% YoY)

• Consistently positive earnings surprises 

as Barstool Sports gained popularity and 

more states legalize online gambling

• Q2 2020: 19% EPS Adj+ surprise

• Q3 2020: 77% EPS Adj+ surprise

Positive revenue surprise 6/8 previous quarters with outlier quarters resulting from Covid

-150%

-100%

-50%

0%

50%

100%

150%

200%

250%

300%

350%

400%

Feb-20 May-20 Aug-20 Nov-20 Feb-21 May-21 Aug-21 Nov-21 Feb-22

PENN % Return S&P 500 % Return XLY % Return

1

2 3
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Aladdin Risk MGMT 
Scenario Analysis Discretionary Portfolio Characteristics
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ESG
Environmental Social

Governance Features ESG Risk Rating

• LED lighting, EV charging, water conserving toilets, and AER-DEC integrated sinks 

installed at newest casinos in York and Morgantown 

• Reduced annual kilowatt-hour production by 10% in 2021, which is equivalent to 

42,000 tons of greenhouse gas emissions

• Oil consumption reduced by 50% or 45,000 gallons in 2021. 65% of oil is recycled

2021 Waste Report

707 Tons Recycled
1.96 Million Gallons of  

Water Saved

3,348 Mature Trees Saved
7 Tons of  Plastic Saved 

Using Bulk Dispensers

Recently dedicated $4 million towards new STEM scholarships and internship 

programs through 33 Historically Black Colleges and Universities 

100,000 customers enrolled in the “myheros” loyalty program for veterans, active 

duty, and first responders 

Raised $200,000 to support the Fisher House Foundation and Semper Fi & 

America’s Fund veterans organizations through the “Viva La Troops” promotion
3

2

1

Penn Governance is designed to promote value, 

transparency, and accountability to shareholders

• Common Stock with equal voting 

rights

• Independent non-executive board

• Systematic risk oversight

• Independent committees

• Robust stock ownership requirements 

• Anti-hedging, anti-shot sales, and anti 

pledging policies

32.21 31.49 30.63 29.89
26.4 25.6

23.43

17.69

Sustainalytics ESG Risk score
Risk Category: 

High

Controversy 

Level (0-5): 

1.00
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Interactive Road Map
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3C Implementation
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theScore
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theScore Performance
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Total PENN Audience
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Competitive Advantage
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MyChoice Database
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Regional Sportsbook Rebranding
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GGR by Game Type
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Monthly Commercial Gaming Revenue
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Casino GGR 2 Year Change by State
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Handle by State
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Map of  PENN Locations
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Recession & Discretionary Spend Outlook

Goldman Sachs sees the probability of  a 

recession in the next 24 months at 38%


