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Arizona Stripping Underdog's Fantasy License Places Some Prediction Market Operators in a Dicey Position

Jordan Bender
INDUSTRY OVERVIEW Jordan.Bender@citizensbank.com
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* Underdog stripped of its fantasy license, the first to fall. Arizona sent a letter to Underdog on
December Sth notifying it that the state will strip its fantasy license, which came to the public eye last  Arizona Stripping Underdog's
week. The letter states the reason was its relationship with Crypto.com, the exchange it leverages to run its ~ Fantasy License Places Some
prediction market platform. The state sent Crypto.com a cease-and-desist letter earlier in the year to remove ~ Prediction Market Operators in a
its prediction market offering, yet it finally left the state last month. The Arizona Office of the Governor Senior  Dicey Position
Policy Advisor Chris Kotterman publicly confirmed, "We did that because they are partnered with Crypto.com

to offer a prediction market product...we had previously, in May, sent a cease-and-desist to Crypto.com for
offering prediction market products in Arizona in violation of what we believe to be our event wagering
statute." The prediction market industry is fluid and filled with headlines on a daily basis, yet this is a headline/
action that we deem notable for gaming companies in our universe, as it could have larger implications
beyond just the state of Arizona. We do not believe the Underdog/Crypto.com relationship is unique in the
sense that regulators went after this platform for a certain reason; rather, it is only a matter of time before
Arizona strips the licenses of other operators in the state (more below). The issue with the situation is Arizona
stripped the license despite Underdog and Crypto.com not even having a live prediction market platform in
the state, and it now sets a precedent for other sports betting states, with Underdog having to disclose the
rationale for the license removal to its other operational states.

* Companies at risk. Underdog launched its prediction market offering in early September in 24 states, the
first company with a gaming or fantasy license to do so. We believe the Arizona/Underdog actions came first,
given the company has been live the longest in the U.S. among prediction market offerings, indicating it is only
a matter of time before other companies with state licenses in AZ could be at risk if they have ties to partners
deemed illegal operators by the state. The two major companies we believe this will impact are Fanatics,
with a high-single-digit handle market share in AZ (gaming license), and PrizePicks (fantasy license). Fanatics
launched "Fanatics Markets" two weeks ago with Crypto.com, and PrizePicks has a relationship with Kalshi
and Polymarket (also issued a C&D). This whole situation opens up a can of worms with the extent a state
could take action, in our view. We believe it is highly unlikely any action would happen, but Genius Sports
(GENI, MO, $17 PT) and Sportradar (SRAD, MO, $36 PT) sell data to market makers, which provide liquidity to
companies with C&D letters in the state, like Kalshi and Crypto.com. The picking and choosing from the state
creates some uncertainty with the inconsistency in AZ's line of thinking, in our view. For example, the state
awarded Bet365 a gaming license during a time it had black market exposure in China but is now stripping
a license for an offering not even in its state.

¢ DraftKings and FanDuel look fine on the surface. DraftKings (DKNG, MO, $44 PT) and FanDuel (FLUT,
MO, $311 PT) are set to launch their respective prediction market platforms in the near term. A source
indicated to us both platforms were set to launch last Friday, but third-party dependencies delayed the
launch. As we examine the value chain for both companies, neither has exposure to "illegal" entities in the
eyes of Arizona, with CME Group (CME. NC) not providing sports contracts in states with legal sports betting.
We believe both of these companies took the "cleanest" way possible to avoid friction with states and, on the
surface, should not be impacted by the decision out of Arizona. We would even argue DraftKings' acquisition
of Railbird (link) solves this issue by providing flexibility in a sense whereby it can tailor its offering around
fluid changes in regulations over time.

FOR DISCLOSURE AND FOOTNOTE INFORMATION, REFER TO THE FACTS AND DISCLOSURES SECTION.
This report should be read in conjunction with important disclosure information, including an attestation under Regulation Analyst certification.
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FIGURE 1. Licenses in Arizona
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Facts and Disclosures

Analyst Certification:

The research analyst(s) who prepared this report does/do hereby certify that the views presented in this report are in accordance with my/our personal
views on the securities and issuers discussed in this report. As mandated by SEC Regulation AC no part of my/our compensation was, is or will be
directly or indirectly related to the specific views or recommendations expressed herein. This certification is made under the obligations set forth in
SEC Regulation AC. Any other person or entity may not use it for any other purpose. This certification is made based on my/our analysis on the date
of this report’s publication. I/We assume no obligation to update this certification to reflect any facts, circumstances, or events that may subsequently
come to my/our attention. Signed Jordan Bender

Disclosures:

Citizens JMP Securities, LLC currently makes a market in the securities of Bally's Corporation, DraftKings Inc., Genius Sports Limited, PENN Entertainment,
Inc. and Sportradar Group AG

Citizens JMP Securities, LLC, has received compensation for banking or other services rendered to Bally's Corporation and Caesars Entertainment, Inc. in
the past 12 months.

Citizens JMP Securities, LLC, was manager or co-manager of a public offering of securities for DraftKings Inc., Flutter Entertainment plc, Genius Sports
Limited and Sportradar Group AG (DKNG, FLUT, GENI and SRAD) in the past 12 months and received compensation for doing so.

Citizens JMP Securities, LLC. expects to receive OR intends to seek compensation for investment banking services from Bally's Corporation, Caesars
Entertainment, Inc., DraftKings Inc., Flutter Entertainment plc, Genius Sports Limited, PENN Entertainment, Inc. and Sportradar Group AG in the next three
months.

Citizens JMP Securities, LLC, or its affiliates have received compensation from Bally's Corporation, Caesars Entertainment, Inc., DraftKings Inc., Flutter
Entertainment plc, Genius Sports Limited and PENN Entertainment, Inc. for products or services other than investment banking services in the previous
12 months.

For disclaimer details, please click on link. Citizens JMP Securities, LLC Disclaimer

For applicable disclosures on companies mentioned in this report, please refer to the Citizens JMP Securities, LLC Facts and Disclosures page in the report
link above.

Citizens JMP Securities, LLC Investment Opinion Definitions:

Market Outperform (MO): Citizens JMP Securities, LLC expects the stock price to outperform the Russell 3000® Index over the next 12 months.
Market Perform (MP): Citizens JMP Securities, LLC expects the stock price to perform in line with the Russell 3000® Index over the next 12 months.
Market Underperform (MU): Citizens JMP Securities, LLC expects the stock price to underperform the Russell 3000® Index over the next 12 months.
Research Ratings and Investment Banking Services: (as of December 15, 2025)

#Co's
Receiving

#Co's % #Co's % IB Servicesin % of Co's
Citizens Capital Markets & Regulatory Under of Regulatory Under of Past 12 With This
Advisory Ratings Equivalent Coverage Total Equivalent Coverage Total Months Rating
MARKET OUTPERFORM Buy 311 68.65% Buy 311 68.65% 77 24.76%
MARKET PERFORM Hold 142 31.35% Hold 142 31.35% 18 12.68%
MARKET UNDERPERFORM Sell 0 0.00% Sell 0 0.00% 0 0%
COVERAGE IN TRANSITION 0 0.00% 0 0.00% 0 0%
RATING SUSPENDED 0 0.00% 0 0.00% 0 0%
TOTAL: 453 100% 453 100% 95 20.97%

Stock Price Chart of Rating and Target Price Changes:

Note: First annotation denotes initiation of coverage or 3 years, whichever is shorter. If no target price is listed, then the target price is N/A. In accordance
with FINRA Rule 2241, the chart(s) below reflect(s) price range and any changes to the rating or price target as of the end of the most recent calendar
quarter. The action reflected in this note is not annotated in the stock price chart. Source: Citizens JMP Securities, LLC.

In order to obtain these (6 or more) stock price charts or additional applicable disclosures and information concerning Citizens JMP Securities, LLC
recommendations of companies under coverage mentioned in this report, please contact at (877) 263-1333 or click here to visit our website.
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Disclaimer:

Citizens compensates research analysts, like other Citizens employees, based on a number of factors including profitability, which includes revenues from
institutional sales, trading, and investment banking departments as well as on the quality of the services and activities performed that are intended to
benefit our institutional clients. Citizens research is intended for institutional investors only. These data have been prepared by Citizens for informational
purposes only and are based on information available to the public from sources that we believe to be reliable, but we do not guarantee their accuracy
or completeness. Any opinions and projections expressed herein reflect our research analyst’s judgment at this date and are subject to change without
notice. Past performance is not indicative of future results. These data are neither intended nor should they be considered as an offer or solicitation for the
purchase or sale of any security or other financial product. Citizens, its affiliates, and their respective partners, directors, officers, and associates may have
a long or short position in, may act as a market maker for, or may purchase or sell a position in the companies or securities referred to herein. Citizens and
its affiliates may be performing, have performed, or seek to perform investment banking, advisory, commercial banking or other services and may have
acted as manager or co-manager for a public offering of securities for any company mentioned herein. The reader should assume that Citizens will solicit
business from the company covered in this report. Citizens does not provide individually tailored investment advice. Any opinions and recommendations
herein do not take into account individual client circumstances, objectives, or needs and are not intended as recommendations of particular securities,
financial instruments or strategies to particular clients. The recipient of this communication must make its own independent decisions regarding any
securities or financial instruments mentioned herein. Members of our Sales and Trading Department provide oral and/or written market opinions and
trading strategies to our clients that reflect their personal opinions about stocks that are the subject of our research reports. Our research analysts discuss
trading strategies with clients that sometimes reflect short-term expectations for the price of the securities that are the subject of research reports. These
trading strategies are distinct from the analysts' fundamental rating for the stock, which is based upon the analysts' view compared to other stocks under
coverage for the relevant time period.
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