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Statement of Necessity:
Under 2021 Public Acts, chapter 593, that became law for purposes of rulemaking in May 2021, the Tennessee
Sports Wagering Advisory Council must establish the rules and standards that apply to the licensing
requirements and conditions for sports gaming in Tennessee by promulgating these rules on or before January
1, 2022. The purpose of these rules is to implement the Tennessee Sports Gaming Act, T.C.A. 88 4-49-101, et
seq., (the “Sports Gaming Act”). Pursuant to 2021 Public Acts, chapter 593, the licensing, regulation,
rulemaking power and enforcement of the Sports Gaming Act shifts from the Board of the Tennessee
Education Lottery Corporation (TEL) to the Tennessee Sports Wagering Advisory Council as of January 1,
2022, on the effective date of these rules. These rules will transition the regulation of this program by replacing
the existing Rules promulgated by the TEL Board without lapse by carrying forward or amending the standards
found in the TEL Board’s Chapter 15, Sports Gaming License Rules, Regulations and Standards.
Because the Tennessee Sports Wagering Advisory Council is assuming a hew active regulatory role to protect
the integrity of sports gaming, and is required by 2021 Public Acts, chapter 593 to implement rules to exercise
that authority, all within the prescribed period of time by January 1, 2022, the Council has diligently worked
since the enactment to develop and deliberate its approach to these Rules. However, to timely adopt the
provisions that will ensure the continued ongoing regulation of sports gaming by such legislatively required
deadline, the promulgation of these rules by use of rulemaking hearing procedures was not feasible. The
Tennessee Sports Wagering Advisory Council plans the publication of rulemaking hearing notice to follow
shortly, so that timely permanent rules may be instituted.
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(d)

(&)

®

required or requested by the Council. Current versions of the forms will be made available
on the Council's website.

The direct or indirect owners of 5% or more voting interests, trustees and all Key Personnel
of the Applicant seeking to obtain a License, and any other individual assaciated with the
Applicant in the sole and absolute discretion of the Counci shall complete the (i)
Multijurisdictional Casino/Gaming License Personal History Disclosure Form; (ii) any
supplement thereto prepared by the Council; and (iii) any additional forms, documents, or
information requested by the Council. All current versions of the forms will be made
available on the Council's website.

An Institutional Investor may seek a walver to own up to 25% of an Applicant for investment
purpases only. An Institutional Investor shall not be required to complete the forms
identified in subdivision (d) above. The Council may request any relevant information from
the Institutional Investor to assist with ils determination of whether a waiver shall be
granted.

Applicants for a License that also perform functions or services identified as Vendor
activities are required to obtain only a License. A Vendor Registration does not authorize
such Registrants to perform, provide, or engage in activities requiring a License.

(2) Vendor Registration

(a)
(b)
(c)

(d)

()

(f

Vendors shall be required to register with the Council as a Vendor.
A Vendor Registration shall be valid for one (1) year.

Applicants seeking Registration as a Vendor shall complete the Business Entity Disclosure
Form; and (ii) any supplement thereto required by the Council.

The direct or indirect owners of 5% or more voting interests, trustees, and all Key Personnel
of the Applicant seeking Registration as a Vendor shall complete the (i) Multijurisdictional
Casino/Gaming License Personal History Disclosure Form; and (ii) any Supplement
thereto required by the Council.

An Institutional Investor may seek a waiver to own up o 25% of an Applicant for investment
purposes only. An Institutional Investor shall not be required to complete the forms
identified in subdivision (d) above, The Council may request any relevant information from
the Institutional Investor to assist with its determination of whether a waiver shall be
granted,

Registration does nof authorize a VVendor to perform, provide, or engage in activities
requiring a License.

Authority: T.C.A. §§ 4-49-101, 4-49-102(27), 4-49-110, 4-49-115, 4-49-117, and 4-49-125,

1350-01-.05 Application Process.

(1) An Application for any type of License or Registration under these rules shall be on forms issued
by the Council and available on the Council's website, in accordance with requirements of the
Sports Gaming Act.

(2) The Application for a Sports Gaming Operator License or Registration as a Vendor shall, at a
minimum, include the following:

(@)
(b)

The Applicant’s legal name, including any DBA, if applicable, and form of business entity;

The mailing address of the Applicant and, if a business entity, its state of formation, and
the location of its principal place of business;
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(c)

(d)

()

(f)

(@)

(h)

0}

(k)

The names, addresses, taxpayer identification numbers, and dates of birth of each direct
or indirect owner of 5% or more voting interests, frustees, and all Key Personne! of the
Applicant, along with three years of income tax returns for same;

The names, addresses, employer identification numbers, social security numbers, and
dates of birth, as applicable, of each individual, group of individuals, trust or business entity
associated with an Applicant, including, but not limiled to, a holding company, parent
company, or subsidiary company of the Applicant that has the ability to control the activities
ofthe Applicant or elect a majority of the board of directors or select the manager or general
partner of the Applicant (excluding any bank or other licensed lending institution that holds
a mortgage or other lien acquired in the ordinary course of business);

The names, addresses, employer identification numbers, social security numbers, and
dates of birth, as applicable, of each individual, group of individuals, trust, or entity
associated with an Applicant that directly or indirectly holds a five percent (5%) or greater
beneficial or proprietary interest in the Applicant's business operation, or that the Council
otherwise determines has the ability to control the Applicant;

For Sports Gaming Operator License Applicants, information, documentation, and
assurances as may be required by form to establish by clear and convincing evidence that
the applicant has sufficient business ability and sports gaming experience to create and
maintain a successful, efficient Interactive Sports Gaming operation. Sports Gaming
Licensure Applicants shall submit an audit of the financial statements and condition of the
Licensee’s Interactive Sports Gaming operations in the State of Tennessee prepared within
the preceding twelve-month pericd by a Certified Public Accountant in accordance with
generally accepted accounting principles and applicable stale and federal law. |If an
Applicant has audited financial statements prepared at the parent company level, the
Applicant shall include with its audited consoclidated financial statements a supplemental
schedule (either audited or unaudited) of the Licensee Applicant's Interactive Sports
Gaming operations in Tennessee and an attestation from the Licensee Applicant’s Certified
Public Accountant that the Applicant has implemented procedures to accurately report its
Adjusted Gross Income from Interactive Sports Gaming Operations in Tennessee.

For Registrant Applicants, an audit of the financial statements and condition of the
Registrant Applicant’s operations in the State of Tennessee prepared within the preceding
twelve-month period by a Certified Public Accountant in accordance with generally
accepted accounting principles and applicable state and federal law. If a Registrant
Applicant has audited financial statements prepared at the parent company level,
Registrant Applicant shall include with its audited consoclidated financial statements a
supplemental schedule (either audited or unaudited) of the Registrant Applicant’s financial
statements in Tennessee and an attestation from the Registrant Applicant’s Certified Public
Accountant that the Registrant Applicant has implemented procedures to accurately report
its revenue from Interactive Sports Gaming.

For Sports Gaming Operator License Applicants, a description of the proposed internal
controls and security systems to be used in conducting sporis wagering or processing
sporis wagering transactions, as may be applicable;

The number of employees expected to be employed by the Licensee or Registrant in the
State of Tennessee;

For Sports Gaming Operator License Applicants, the estimated privilege tax revenue to be
generated by the Sports Gaming Operator for the first three (3) years of operation;

The estimated economic benefit o the State of Tennessee of the proposed License ar
Registration. The estimate may include, but not be limited to, the following: projected
amount of annualized gross revenue; estimated new capital investment for the project;
scientific or market research performed by the Applicant or ils contractors; and such other
information as may be requested by the Council;
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(3)

(4)

)

(6)

(a) Virtual emergency meetings may only be conducted if the Council:

1. Not less than twenty-four (24) hours prior to the meeting, provides on its website
public notice of the meeting;

2. Provides adequate electronic or other notice to each Licensee or Registrant with
an interest in the meeting;

3 Provides an audio or video feed of the meeting on its website which is accessible
to the general public; and

4, Provides a mechanism by which any Licensee or Registrant subject o disciplinary
action at the meeting has the opportunity to provide testimony and submit evidence
ta the Council members electrenically.

(b) Disciplinary action taken against a Licensee or Regisirant at a virtual emergency meeting
is temporary until the Council conducts a full investigative hearing on the matter in
accordance with the Sports Gaming Act not later than five (5) business days after the
conclusion of the virtual emergency meeting.

Except as otherwise provided herein, each Licensee or Registrant whose License or Registration
may be revoked, suspended, or not renewed, or upon which a fine or civil penalty may be imposed
shall receive written notice thereof stating the reason(s) therefore, and, in the case of a proposed
suspension, the term of the proposed suspension. Such notice shall be sent by certified mail, retumn
receipt requested or by a national delivery service to the Licensee or Registrant's address on file
with the Council and by e-mail to the contact person for the Licensee or Registrant on file with the
Council. Any Licensee or Registrantis presumed to have received such notice on the fifth business
day following the date such notice was placed in the mail, addressed to the last known mailing
address of such Licensee or Registrant on file with the Council.

Upon the appeal of the suspension of a License, the term of suspension may be stayed by the
Council for good cause shown pending the final outcome of any appeal.

After suspension, revocation, or nonrenewal of a License, the Licensee shall settle all outstanding
amounis of privilege tax owed or anlicipaled to be owed by the Licensee to the Council in a form,
manner and timeframe acceptable to the Council, on a date designated by the Executive Director
or his/her designee.

Immediately upon any suspension, revocation, or nonrenewal of a License, such Licensee shall
cease and desist from taking any further Wagers and post on its website a statement explaining ils
status. The statement must receive prior approval by the Council. Any Licensee shall send notice
to all Sports Gaming Account holders that the Licensee is prohibited from offering Interactive Sports
Gaming in Tennessee for the designated period. The Licensee shall, within the next ten (10) days,
refund all deposits and amounis of unsettled Wagers made lo the Player's Sports Gaming Account,
give Players the method for withdrawal or distribution of funds in the Sports Wagering Account, and
deactivate the Sports Wagering Accounts upon distribution of all funds. All Vendor Registrants must
submit notice to any Licensee with which it does business of its suspended, revoked, or
nonrenewed status.

Authority: T.C.A. §§ 4-49-105, 4-49-106, 4-45-115, 4-49-126, 4-48-127, 4-49-128, and 4-49-128.

1350-02-.04

(M

Request for Hearing Following Notice of Proposed Revocation, Suspension, Nonrenewal, Fine, or
Civil Penalty.

Any Licensee or Registrant may request a hearing regarding the proposed revocation, suspension,
or nonrenewal of its License or Registration or the imposition of a fine or civil penalty. Any request
for a hearing shall be in writing, addressed to the Council and be filed with the Council within five
(5) business days of the date of receipt of written notice described in Seclion 1350-02-.03(3). The
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(a) Class A includes those violations Involving responsible gaming, fraud, criminal conduct,
non-cooperation with Council investigations or audits, failure to report illegal or suspicious
conduct, and failure 1o meet the minimum hold.

(b) Class B includes those violations involving unapproved amaleur evenis or wagers, financial
violations, failure to provide Council staff access to wagering systems, or failure to fallow
Player payment rules.

(e) Class C includes those violations involving offering unapproved professional events or
wagers, failure to abide by house rules or internal controls, or failure to timely respond to
Player complaints.

(d) Class D includes those vielations involving marketing (not invelving responsible gaming)
and geolocation.

(2) The Council has assigned the following ranges of fines available depending on the seriousness of
the violation.

(a) Level 1 - Letter of warning.
1, Class A and Class B violations are not eligible for Level 1.
o Class C and Class D violations falling under Level 1 will receive a letter of warning.
(b)  Level 2-$1,000- $10,000.
(c) Level 3 - $10,000 - $20,000.
(d) Level 4 - $20,000 - $25,000.

(3) Factors for consideration. The Council may consider, but shall not be limited to, the following factors
in making a determination on what level lo assign to a violation and the amount of the fine to be
imposed within the selected level:

(a) For fines in the Level 1 range, the Council may consider whether the violation was the
Licensee's first offense, whether the viclation was unintentional, whether the violation was
self-reported, or other mitigating factors.

(b) For fines in the Level 2 range, the Gouncil may consider whether the violation was
unintentional, whether the violation was self-reported, or other mitigating factors.

() For fines in the Level 3 range, the Council may consider whether there have been multiple
violations by a Licensee, and whether or not the violation was intentional or unintentional.

(d) For fines in the Level 4 range, the Council may consider whether there have been multiple
violations, whether the violation was not self-reported, whether the Licensee intentionally
circumventied or disregarded regulatory guidance, whether the violation was in clear
violation of the public interest, whether the violation targets vulnerable persons, and other
aggravating factors.

(4) For purposes of this Chapter, a “violation" is any act, failure to act, or omission by a Licensee or
Registrant that is prohibited by the Sports Gaming Act or the Rules.

(5) A single act of a Licensee or Registrant that resulis in the violation of more than one provision of
the Sports Gaming Act or the Rules may result in a fine being imposed for each provision of the
Sports Gaming Act or the Rules that is violated.

(6) Unless separated by significant time or notice of a violation from the Council, a single act or
omission that results in multiple violations of the same provision of the Sports Gaming Act or the
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d. Player complaints;
e. Investigating Unusual and Suspicious Wagering Activity; and
f. AML meonitoring and reporting pursuant to federal law.

ii. Key personnel serving in the role of a compliance officer, or equivalent, shall
supervise the Compliance function.

Authority: T.C.A. §§ 4-49-106, 4-49-110, 4-49-115, and 4-49-125.

1350-03-.05

Risk Management Procedures.

Each Sports Gaming System submitted to the Council for approval shall contain a description of its risk management

framework.

Authority: T.C.A. §§ 4-49-106, 4-49-110, 4-49-115, and 4-49-125,

1350-03-.06

Identifying and Reporting Fraud and Unusual and Suspicious Activities.

A Licensee shall have Integrity Monitoring System Procedures in place to identify Unusual and Suspicious Wagering
Activity and report such activity in aceordance to pracedures approved by the Council.

M

(2)

(3)

)

(9)

The Licensee's Integrity Monitaring System Procedures shall include a requirement that the
Licensee submit all reports of Unusual and Suspicious activity to the Council and shall provide for
sharing information with other Licensees, through an Independent Integrity Monitoring Association,
as necessary,

If a Licensee finds that previously reported Unusual Wagering Activity rises to the level of
Suspiclous Wagering Activity or if an activity constitutes Suspicious Wagering Activity, it shall
Immediately Notify the Coungcil.

The monitoring and reporiing requirements for Unusual and Suspicious activity, include, at a
minimum:

(a) Atlempts to violate or evade any federal, state, or local law or regulations pertaining fo
Interactive Sports Gaming in any jurisdictions;

(b) Violations or attempted violations of federal or state Anti- Money Laundering (AML) laws;

(c) Unusual or suspicious behavior or patterns of Wagers by Player as determined by the
Licensee;

(d) Unusual geographical concentration betting;

(e) Wagers that have been placed online or through a mobile device using different accounts

but having the same IP address;
(f) Unusual and abnormal proportion of bets against the favorite or for the underdag; or
(a) Unusual volumes of betting relative to the norm.
A Licensee must also submit an annual report to the Council which details its integrity monitoring
services and activities and summarizes all Unusual Wagering Aclivity or Suspicious Wagering
Activity notifications issued during the year.
If the Council receives an Unusual or Suspicious Wagering Activity report from a Licensee, the

information shall be deemed confidential and shall not be revealed in whole or in part, except upon
lawful order of a court of competent jurisdiction ot upon notice or referral of a matter for further
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(3)

(4)

(5)

(6)

(7)

(6)

3. An exemption makes the record not subject to disclosure under the TPRA (the
PRRC shall provide the exemption in the written denial);

4, The Sports Wagering Advisory Council is not the custodian of the requested
records; and/or,

5. The records do not exist.

(c) if appropriate, contact the requestor to inquire whether the request may be clarified or
narrowed;

(d) Forward the records request to the appropriate records custodian within the Sports
Wagering Advisory Council; or

(e) If requested records are in the custody of a different governmental entity, and the PRRC
knows the correct governmental entity, the PRRC may advise the requestor of the correct
governmental entity and PRRC for that enfity, if known.

Upon receiving a public recards request, a records custodian shall make requested public records
available in accordance with applicable law.

If not practicable to provide requested records, the PRRC or the applicable records custodian shall,
within seven (7) business days from the PRRC's receipl of the request, respond to the requestor
with a Public Records Request Response form or email with equivalent information.

If a public record request is denied, the PRRC shall deny the request in writing, providing the basis
for the denial.

If a recards custodian or PRRC reasonably determines production of records should be segmented
because the records request is for a large volume of records, or additional time Is necessary to
prepare the records for access, the records custodian shall notify the requestor that production of
the records will be in segments and that a records production schedule will be provided as
expeditiously as practicable. If appropriate, the records custodian or PRRC should contact the
requestor to inquire whether the request can be narrowed.

If, within a time reasonably close to the original request, a records custodian or the PRRC discovers
records responsive to a records request were omitted, the records custodian or PRRC shall contact
the requestor concerning the omission and produce the records as quickly as practicable.

If a record contains confidential information or information that is not open for public inspection, the
records custodian or PRRC shall prepare a redacted copy prior lo providing access. The PRRC
shall consult with counsel as necessary to ensure appropriate redaclions are made.

Authority: T.C.A. §§ 10-7-501, et seq.

1350-04-.06
(1)
(2)

3)

Inspection of Records.

There shall be no charge for inspection of open public records.

The location for inspection of records within the offices of the Sparls Wagering Advisory Councll
shall be determined either by the PRRC or the records custodian and shall occur during times in
which the Sports Wagering Advisory Council is open for business.

Under reasonable circumstances, the PRRC or a records custodian may require an appointment
for inspection or may require inspection of records al an alternate location.

Authority: T.C.A. §§ 10-7-501, ef seq.

1350-04-.07

Copies of Records.
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