
 How Sports Betting Revenues are Taxed 

The reported sports betting handle for September 2020 was an impressive $207,622,942.72. 
The top five sports patrons wagered on were baseball, football, basketball, hockey, and table 
tennis. The total handle includes all retail and online cash and free bets. 

How are sports betting funds taxed? In order to explain this as easy as possible, let’s categorize 
everything into boxes, as illustrated below. 

 

To calculate Colorado taxes, we must first find the Gross Gaming Revenue (GGR), which is the 
amount of the total handle (Box A) minus the winning payouts (Box B).  GGR = A-B 

 

Next, we need to find the Net Sports Betting Proceeds (NSBP). By definition, Net sports betting 
proceeds means the total amount of all bets placed by players in a Sports Betting Operation or 
Internet Sports Betting Operation, less all payments to players, less free and promotional bets, 
and all excise taxes paid pursuant to federal law. 

Payments to players include all payments of cash premiums, merchandise, or any other thing of 
value. To find the NSBP, we take the GGR and subtract the Federal Excise Tax (Box C) and 
deductions (Box D). NSBP = GGR-C-D 

Statutorily, the sports betting tax rate is set at ten percent of the net sports betting proceeds. 
Therefore we simply calculate NSPB x 10%. Easy, right? 

Well, maybe not so much. When you compare the reports from August 2020 and September 
2020, you will see a few discrepancies in the calculations of the Total Taxes Due. September 
numbers are not quite 10% of the NSPB. That is because operators offered millions of dollars in 
free bets and promotional plays as sports started coming back online. In some cases, the tax 
credits exceeded the taxes owed, allowing operators to carryover a negative tax amount to the 
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following month. These carryovers skew the numbers to show a lower tax rate. As we average 
the reports throughout the year, we should see them even out.  
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