


PUBLIC

favor economic analysis akkely competitive effects and harmot speculation based solely on
an allegednarket structure
7R WKH HIWHQW WKH &RPSODLQWTIV LQWdriDGeXlengk U\ VWD

the allegations alleged therein.

RESPONSE TO SPECIFIC ALLEGATIONS
l. NATURE OF THE CASE
1. FanDuel denies the allegations contained in Paragraph 1 of the Complaint, except
FanDuel admits that (a) it competes with many fantasy sports, sports entertainment, and other
gaming and recreation companies; and (b) it has investedddsaf millions of dollars in

efforts to drive growth, awareness and trust in its product offerings.

2. FanDuel denies the allegations contained in Paragraph 2 of the Complaint, except
that FanDuel admits théh) it continues to strive towards profitabilitgnd (b)there were
significant legal and regulatory issues that arose across multiple states in 2015 and 2016, which
continue today and into the foreseeable future; and (c) the merger will provide significant

benefits to consumers.

3. FanDuel denies the aljations contained in Paragraph 3 of the Complaint and
DYHUV WKDW WKH &RPPLVVLRQYTY VHOHFWLYH TXRWDWLRQ RI
communications, offered without dates or context, is misleading as frafaauel
respectfully refers the Commissi to the quoted documents, noting the dates on which these

documents were created, for a complete and accurate description of their contents.

Il. BACKGROUND
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A. Jurisdiction

4. FanDuel admits the facts contained in Paragraph 4 of the Complaint, except to th

extent that Paragraph 4 contains legal conclusions to which no response is required.

5. FanDuel admits the facts contained in Paragraph 5 of the Complaint, except to the

extent that Paragraph 5 contains legal conclusions to which no response is required.

B. Respondents

6. FanDuel lacks information to respond to allegations in Paragraph 6 of the
Complaint concerning the corporate structure and financial performance of Draftkings.
LQIRUPDWLRQ DQG EHOLHI )DQ'XHO EHOLHBMvidernNW.LQJV L\

terms of entry fees and revenues.

7. FanDuel admits the allegations contained in Paragraph 7 of the Complaint, with
WKH H[FHSWLRQ RI WKH &4RPSODLQWYfVY DOOHJDWLRQ FRQFHU
revenue, which FanDuelisunabl R DGPLW RU GHQ\ GXH WR WKH DPELJXLYV
LQIRUPDWLRQ DQG EHOLHI )DQ'XHO EHl@d4estDOAS/praviddd® W LW LV \

terms of entry fees and revenues.

C. The Merger

8. FanDuel admits the allegations contained in Pagaty8 of the Complaint.

. DFS INDUSTRY BACKGROUND

9. FanDuel admits the allegations contained in Paragraph 9 of the Complaint only to
the extent they describe certain types of fantasy sports.
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10. FanDuel denies the allegations contained in Paragraph 10 @bthplaint,
except that FanDuel admits that fantasy sports include a multitude of variants involving different
scoring systems, roster construction and selection methods, entry fee price points and prize
distribution criteria, duration of leagues/conteats] other factors that represent a continuum of

different product offerings comprising fantasy sports.

11. FanDuel denies the allegations contained in Paragraph 11 of the Complaint to the

extent they suggest that all DFS contests are-slhuation.

12.  On information and belief, FanDuel admits the allegations contained in Paragraph
12 of the Complaint, to the extent they describe many of the contests currently offered by

FanDuel and DraftKings.

13. FanDuel denies the allegations contained in Paragraph 13 @bthplaint to the

extent they purport to describe all DFS contests.

14. J)DQ'XHO DGPLWYV WKDW D FRQWHVW RQ )DQ@'XHOTfV SC
life sporting event on which the contest is based commem@Duel admits the remaining
allegations contaed in Paragraph 14 of the Complaint only as the allegations relate to
J)DQ'XHOTV FRQWHVWYV )DQ'XHO RWKHUZLVH GHQLHV WKH DO

DFS products as the same.

15. FanDuel denies the allegations in Paragraph 15 of the Comgilaémt the
DPELJXLW\ RI WKH WHUP 3UHJXODUO\ "~ H[FHSW WKDW XSRQ L!
DFS providers, including FanDuel, offer a variety of contests at a wide range of sizes, including

leagues of friends playing together in groups fi@&db6 participants.
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16. FanDuel denies the allegations contained in Paragraph 16 of the Complaint, and
VSHFLILFDOO\ GHQLHVY WKDW FRPPLVVLRQ LV WKH VROH 3SUL

play DFS contests, except that FanDuel admits that (a) séi8ecntests require users to pay
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20. FanDuel avers that it lacks the knowledge or information to respond to allegations

concerning all DFS providers in Paragraph 20 of the Complaint.

21. FanDuel denies the allegations contained in Paragraph 21 of the Complaint,
except that it admitdat different users may enter different contests, submit different volumes of
entry fees, and win different amounts of prizésnDuel admits that it uses the terms HVP and
casual users, among other terms to describe its customers. FanDuel avelacksathie
NQRZOHGJH RU LQIRUPDWLRQ WR UHVSRQG WR DOOHJDWLRQ"

business information.

V. PURPORTED RELEVANT MARKET

22.  FanDuel denies the allegations contained in Paragraph 22 of the Complaint, and

specifically deniev WKDW WKH SURYLVLRQ RI 3SDLG ")6" FRQVWLWXW'

A. Purported Relevant Product Market
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26.  FanDuel denies the allegations containeBanagraph 26 of the Complaint, and

VSHFLILFDOO\ GHQLHY WKDW WKH SURYLVLRQ RI 3SDLG ")6" F

27. FanDuel denies the allegations contained in Paragraph 27 of the Complaint, and

VSHFLILFDOO\ GHQLHV WKDPaN AREGHYSBIMULRWAWHR D@ RIBFSGBYOBOQW SU

28.  FanDuel denies the allegations contained in Paragraph 28 of the Complaint, and

VSHFLILFDOO\ GHQLHVY WKDW WKH SURYLVLRQ RI 3SDLG ")6" F

29. FanDuel denies the allegations contaime®aragraph 29 of the Complaint, and

specifically deniestb W WKH SURY LV LdRr@titRtes3zSr&dvant Préduct market.

30.
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37. FanDuel denies the allegations contained in Paragraph 37 of the Complaint,

except that it admits that it has offered different types of contests.

38. FanDuel denies the allegations contained in Paragraph 38 of the Complaint,
except that it admits that FanDuel users can and do switch among other fantasy sports product
substitutes and a range of other entertainment options and activities focused ama@nretu
investment of capital; and (d) commissions have increased on certain FanDuel contests in 2015

and 2016.

B. Purported Relevant Geographic Market

39. FanDuel avers that to the extent that Paragraph 39 of the Complaint contains legal
conclusions, no regmse is required. To the extent a response is required, FanDuel denies the

allegations in Paragraph 39.

40. JDQ'XHO WDNHV QR SRVLWLRQ RQ WKH FKDUDFWHUL]
specific allegation concerning a particular jurisdiction. FanDuel adnatsttmust comply with
certain states regulations in order to offer products to residents of those states. FanDuel further
avers that it lacks the knowledge and information to respond to allegations regarding the

operations of other fantasy sports prov&d&ho may be subject to such regulations.

41. FanDuel denies the allegations in Paragraph 41 of the Complaint given the
DPELJXLW\ RI WKH WHUP 3JHQHUDOO\ =~ )DQ'XHO IXUWKHU DY

information to respond to allegations regardimg operations of other DFS providers.

42.  FanDuel avers that to the extent that Paragraph 42 of the Complaint contains legal

conclusions, to which no response is required. To the extent a response is required, FanDuel
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denies the allegations in Paragraph 42geet that it admits it competes with many fantasy

sports, sports entertainment, and other gaming and recreation companies.

43. FanDuel avers that to the extent that Paragraph 43 of the Complaint contains legal
conclusions, no response is required. To therdd response is required, FanDuel denies the
allegations in Paragraph 43, except that FanDuel admits that it competes with many fantasy
sports, sports entertainment, and other gaming and recreation companies in the United States,

wherever they are locate

-10-
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48. FanDuel denies the allegations contained in Paragraph 48 of the Complaint

VI. PURPORTED ANTICOMPETITIVE EFFECTS

49.  FanDuel denies the allegations contained in Paragraph 49 of the Complaint.

50. FanDuel denies the allegations contained in Paragraph 50 of the Complaint.

J)DQ'XHO IXUWKHU DYHUV WKDW WKH &Rénhified/WrittEhQnttérialsH O HF W L
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that (a) in 2016, its pructs faced regulatory challenges; (b) its growth relies on outside

investors to provide capital; and (c) it competes with many fantasy sports, sports entertainment,

12-
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or communications, offered without context, is misleading as framed and FanDuel respectfully

refers the Court to the quoted documents.

69. FanDuel denies the allegations contained in Paragraph 69 of the Complaint,

except that FanDuel admits that it engaged iniBgnt costcutting efforts in 2016, including

14
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competition with many fantasy sports, sports entertainment, and other gaming and recreation
companies in the United StatesanBuel further avers that it lacks the knowledge and
information to form a belief regarding the truth of the allegations in Paragraph 73 as they pertain

to DraftKings.

74.  FanDuel denies the allegations contained in Paragraph 74 of the Complaint.
FanDuel furher avers that it lacks the knowledge and information to form a belief regarding the

truth of the allegations in Paragraph 74 as they pertain to DraftKings.

75.  FanDuel admits that it competes with many fantasy sports, sports entertainment,
and other gaming arecreation companies, including FanDuel, to offer a broad variety of sports

and contest formats.

76.  FanDuel denies the allegations contained in Paragraph 76 of the Complaint,
except it admits it competes with many fantasy sports, sports entertainmerthengbming
and recreation companies in the United States. FanDuel further avers that it lacks the knowledge
and information to form a belief regarding the truth of the allegations in Paragraph 76 as they

pertain to DraftKings.

77. FanDuel denies the allegatis contained in Paragraph 77 of the Complaint,
except that FanDuel admits that it no longer offers contests based on college sports today.
J)DQ'XHO IXUWKHU DYHUV WKDW WKH &RPPLVVLRQYTV VHOHFWL
or communicationsoffered without context, is misleading as framed and FanDuel respectfully
refers the Court to the quoted documents. FanDuel further avers that it lacks the knowledge and
information to form a belief regarding the truth of the allegations in ParagraghtA@éy pertain

to DraftKings.
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VIl.  PURPORTED LACK OF COUNTERVAILING FACTORS
A. Purported Barriers to Entry and Expansion
78.  FanDuel denies the allegations contained in Paragraph 78 of the Complaint.

79. FanDuel avers that it lacks the knowledge and informatioarto & belief
regarding the truth of the allegations in Paragraph 79 of the Complaint as they pertain to other

firms, but specifically denies that there aignificant barriers to entry or expansion.

80. FanDuel denies the allegations contained in Paragrapht8@ Complaint given
WKH DPELJXLW\ RI WKH WHUP 3FRQFHUQV ~ )DQ'XHO IXUWKHL
information to form a belief regarding the truth of the allegations in Paragraph 80 as they pertain

to other firms, but specifically deniéisat there are significant barriers to entry.

81. FanDuel avers that it lacks the knowledge and information to form a belief
regarding the truth of the allegations in Paragraph 81 of the Complaint as they pertain to other

firms, but specifically denies thdtdre are significant barriers to entry.
B. Efficiencies

82.
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VIIIL.
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8. 7KH FRPELQDWLRQ RI )DQ'XHOYV DQG 'UDIW.LQJVY EX
procompetitive. The merger will result in substantial mesgpercific efficiencies,
costsavings, innovation, and other procompetitive effects that will directly
increase theonsumer value proposition. These benefits greatly outweigh any
and all purported anticompetitive effects.

9. FanDuel reserves the right to assert other defenses as they become known to
FanDuel.

WHEREFORE, having fully answered the Complaint, FanDuel réfgpigcrequests that the
&RPPLVVLRQ GHQ\ WKH &RPPLVVLRQTVY FRQWHPSODWHG |
HQWLUHW\ ZLWK SUHMXGLFH DZzDUG )DQ'XHO LWV FRVYV
UHDVRQDEOH DWWRUQH\VY IHHVY DV PD\ EH DOORZHG E\
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The Honorable D. Michael Chappell
Chief Administrative Law Judge
Federal Trade Commission

600 Pennsylvania Ave., NW

Room H110

Washington, DC 20580
oalj@ftc.gov

| further certify that | delivered vialectronic mail a copy of the foregoing document to:

Counsel Supporting the Complaint

Thomas Joseph Dillickrath
Federal Trade Commission
Bureau of Competition

400 7th Street SW
Washington, DC 20024
Telephone: (202) 328286
Email: tdillickrath@ftcgov

Alexis Gilman

Federal Trade Commission
Bureau of Competition

400 7th Street SW
Washington, DC 20024
Telephone: (202) 328579
Email: agilman@ftc.gov

Mark Seidman

Federal Trade Commission
Bureau of Competition

400 7th Street SW
WashingtonDC 20024
Telephone: (202) 328296
Email: mseidman@ftc.gov

Ryan Quillian

Federal Trade Commission
Bureau of Competition

400 7th Street SW
Washington, DC 20024
Telephone: (202) 328739
Email: rquillian@ftc.gov

Counsel for Respondent DraftKings, Inc.
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Michael McFalls
Chong Park
Jonathan Klarfeld
Frank Qi

Amy Paul

Ropes & Gray.LP
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Attorney

Federal Trade Commission
mseidman@ftc.gov
Complaint

Ryan Quillian

Attorney

Federal Trade Commission
rquillian@ftc.gov
Complaint

Michael McFalls
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Notice of Electronic Service

| hereby certify that on July 03, 2017, | filed an electronic copy of the foregoing FanDuel Answer, with:

D. Michael Chappell

Chief Administrative Law Judge
600 Pennsylvania Ave., NW
Suite 110

Washington, DC, 20580

Donald Clark

600 Pennsylvania Ave., NW
Suite 172

Washington, DC, 20580

| hereby certify that on July 03, 2017, | served via E-Service an electronic copy of the foregoing FanDuel
Answer, upon:

Ryan Quillian

Attorney

U.S. Federal Trade Commission
rquillian@ftc.gov

Complaint

Alexis Gilman

Attorney

U.S. Federa Trade Commission
agilman@ftc.gov

Complaint

Mark Seidman

Attorney

U.S. Federal Trade Commission
mseidman@ftc.gov

Complaint

Thomas Dillickrath

Attorney

U.S. Federa Trade Commission
tdillickrath@ftc.gov

Complaint

Chong Park

Partner

ROPES & GRAY LLP
chong.park@ropesgray.com
Respondent

Michael McFalls

ROPES & GRAY LLP
Michael.McFalls@ropesgray.com
Respondent

Jonathan Klarfeld

ROPES & GRAY LLP
jonathan.klarfeld@ropesgray.com
Respondent

Frank Qi



ROPES & GRAY LLP

Frank.Qi@ropesgray.com
Respondent

Amy Paul

ROPES & GRAY LLP
Amy.Paul @ropesgray.com
Respondent

Michelle Yost Hale

Attorney



