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CHAIR JAMES: Wth that I’"m going to turn to John and
ask you to start wth regul ation.

DR.  SHOSKY: Thank you, Madam Chair. Just a few
comments to get us started. There is a first draft of this
chapter out, and | would like to nention a couple of things about
it, if I could.

One comment that we received from several people was
that the Beltier docunent that was prepared for the Internet
subcomm ttee was a very helpful docunent, and we should
I ncorporate some of that material, in particular we should quote
the progression of ideas in that docunent, and | tried to do
that, to sonme extent.

| agree that it is helpful, and as you may know, there
I's sonme discussion about including that docunent on its own, in
t he appendi x, later. So | tried to incorporate that docunent,
and | realized maybe | should use nore of it, in sonme people’s
opinion. But | think you wll see that | do rely on it.

The second point that | would make is that this is a
tough chapter to wite in many ways. One way is that it has to
be readable to the general public, and the tenptation is to do
something like this in sort of a |lawerly way.

The history of this chapter has been that originally we
would do part of the overview, and we would just have cursory
di scussion of the regulation. And then in an earlier report
subcomm ttee neeting it was decided to wite this out as a
separate chapter. It would follow the overview in the
arrangenent of the final report, but that it was just to sinply

be a snapshot of regul ation.
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So the real tenptation is going to be to try to put in,
in ny opinion, too nuch. And it may end up being too |lawerly
and too scholarly. So I'mtrying to hold the reins in on that.

However, having said that, nunber three, there is also
a problem that we have been trying to conpensate for, for the
| ast few weeks, on this particular chapter that has nmade it
difficult.

We were hoping to get sone hel pful material from one of
the contractors. And when we realized that we weren’'t going to
be able to get that material, we ended up collecting a lot of it
oursel ves, and we have been going through it.

And | have to say that even if we had gotten the
material, this process has been very good for us. In particular
I have had a lot of synpathy for Conm ssioner Bible because |
have been sitting, the last few days, reading through the Nevada
Regul ati ons, which were provided for us instantaneously, when we
called for them

And there is so nuch there, and the sane thing is true
in New Jersey, and Mssissippi, and all the other states that
have provided material to sift through.

And in the process of sifting through all of that
information | realized that this tenptation to want to throwin a
great deal is manifest. And meking the choices and trying to
highlight this so that this can be a readable chapter w il be
t ough.

But, again, the idea is to nmake it a snapshot. And,
with that in mnd, it really requires us to make, | think, sone
deci si ons about what to include and what not to include. And one
of those decisions will be how nuch to talk about regulatory

matters that don’t concern casi nos, because as people wite about
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ganbling regulation, there seens to be a focus on casino
regul ations and to explain the difference between, for exanple,
federal oversight on sone issues, and then state regulation
which, as you know, is the primary source of regulation in
ganbl i ng, on the other hand.

And so while many of the commentators tal k about casino
regul ation, we will have to give sonme thought to how nmuch of the
lottery regulation to put in here, or in the lottery chapter.
The sanme thing with pari-nutuel matters, how nuch to include
here, how nmuch to include in the pari-nmutuel chapter.

So in our attenpt to get a snapshot, |’'m hopeful that
what we wll end up with is something that is readable and
straightforward, and not necessarily cunbersone for the reader.
And if we need to go into particular detail on an area of
regul ati on, for exanple, say lottery regulation, |I’'m hopeful that
that detail will cone up in the lottery chapter itself.

But that is just my viewin trying to construct a first
draft, and | realize there is a lot of different ways to do this,
and |'m very anxious to hear the direction that you want nme to
t ake.

CHAI R JAMES: Wth that | wll open it wup for
di scussi on.

COWMW SSI ONER LEONE: | have a couple of questions, and
some coments.

W had conceived of the ACIR docunent as a
conprehensi ve statenent that mght be an appendix, would be in
our report, and highlight it in the text someplace that people
could go and find out everything one could reasonably ask about
the nature of regulation of different kinds of ganbling

activities in the United States.
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And now we are going to have sonething |ess than that,
and what we have, | suspect, will be tinkered with until the very
| ast nonment. It is still the plan, though, to have that as an
appendi x that would be referred to, probably, at the beginning of
this chapter, as a place to go?

O do you think now it is sone other kind of docunent
that wll have, that we will present in sone other fashion?

CHAI R JAMES: That was the plan. W shoul d probably
let Dr. Kelly give you a little update on our latest with ACIR

DR, KELLY: Conmi ssi oner Leone, you are right. ACI R
was to provide us with three products. One was a conprehensive
tally of all the laws and regul ations pertaining to ganbling, in
a CD or an electronic data base. That is due next nonth.

The ot her, though, was to be a review of those | aws and
regul ati ons, review and analysis of those |laws and regul ations.
And, to date, we have not received that, even though we were
supposed to have received that last -- they had a deadline to get
that review and analysis to us last -- they brought down a
docunent which they clainmed was, in fact, that product.

It was absolutely unacceptable in that it was not, in
fact, a review and analysis of all laws and regulations. |In fact
t he docunent that they could use was sinply a snapshot of sonme of
the survey findings that they had produced, an absolutely
di fferent issue.

W let them know that that was unacceptable, that as
far as we were concerned they had not net the terns of the
contract, and we are working on that even now.

The third docunent, by the way, just to conplete the

picture with ACIR, is that they are also supposed to provide for
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us a contrast of the regulatory oversight for I|ndian casinos and
non-1ndi an casinos. And that, in fact, is due today.

COW SSI ONER  LEONE: Just let nme make a nechanical
suggesti on. Since we have an enpty seat and m crophone here,
maybe as long as that is available, Tim could sit at that
| ocati on.

It seens to nme that we have two choices about this
chapter, from our point of view A person reading our report
wi || reasonably expect to go to the regulation chapter and find a
summary of what is going on, at least, in the United States.

They m ght expect to find our recommendati ons about how
we think the regulatory regines that exist should be changed, and
what we woul d urge governnents to do.

I think, in fact, as a practical matter, those are
going to find their way into the individual chapters, because
otherwise this chapter would then be, everything should be
different that involves governnental action

So the question | really have is, are we going to be
able -- this is, you know, this is a teaser of what we have right
now, in the sense that it has a couple of sunmaries of, brief
summari es of when we tal ked about a couple of states that have a
| ot of ganbling. But it is not the kind of chapter sonebody
could pick up and read and say, | now have a sense of what the
range is of scrutiny that is applied to casinos, how different
states approach lotteries.

Now, a lot of that is in the other chapters, and I
think we have to cone to sone conclusion here about what this
chapter is going to be, because it is obviously not going to be
built in the way we originally thought, by reference to the ACIR

r esear ch.
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| have no fixed notion about what it ought to do, but

if it is an essay about the regulatory history, or mybe, you

know, maybe it could be a chapter that we return to after we have

done everything else, and it could sunmarize sone of the
concl usions that we’ ve cone to el sewhere.

| think as it stands, and |I'm sure John would agree
with this, we wouldn't want anybody to |ook at the table of
contents and say, here is a chapter on regulation, I will go find
out about regulation in this chapter, because you can’'t do that.

CHAIR JAMES: That may be a structural issue that as we
get to the other, but what is it?

COW SSI ONER LEONE: Maybe it is just an introduction
to whatever other information we have assenbled, and it is put
back at the report. | don't know.

CHAIR JAMES: Let’'s do the hard one first.

COWM SSI ONER LEONE: Vell, | think that the hard one
Is, can this be an essay that characterizes the regulatory

reginmes in place in the United States for different kinds of

ganbl i ng.

CHAI R JAMES: And at sone point this Comm ssion wl|
have to speak in ternms of, if we can cone to sonme consensus,
about what we want to recommend in that area. And we can -- if

we can deal with that, then | think that we can talk a little bit
about, structurally, how that ought to happen; whether it ought
to be in one chapter, the appendix, throughout --

DR, KELLY: | agree, maybe that should be the |ast
thing we turn to.

CHAI R JAMES: \What do we want to say about that issue?

Yes, each of you
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COW SSI ONER  LEONE: I think that the two hardest
gquestions on regulation are judgnental, they involve a judgenent
about whether the casino type ganbling that exists in sone
states, and on Indian lands, is regulated in a fashion that we
think is appropriate, based on the Beltier docunent, and exanpl es
in New Jersey, and Nevada, and other places that are considered
to have nore devel oped regul atory machi nes.

The second question is whether we think all the
exanpl es of conveni ence ganbling, including lotteries, there have
been lots of others, which are essentially lightly regul ated by
states, ought to be approached in a conpletely different way.

There is a subpoint of this, the sports wagering,
Internet, other kinds of ganbling where we nmay have sone
recommendations that are, | would argue, somewhat different from
regul atory recommendati ons.

| think those are two of the biggest questions we have

today --
CHAIR JAMES: Not down the road, this is it.
COW SSI ONER  LEONE: Were we stand on that.
Personally | think the federal law, as it affects the Indian
gamng, | have conme to that conclusion from this experience,

needs to be toughened.
CHAI R JAMES: Let that proposition sit there for a

m nute, and see if there is any response.

COW SSI ONER W LHELM | canme across an interesting
docunent that | would call to the Commssion's attention, and
although | have a copy of it, | don't have it wth ne,
unfortunately. | will try to renmenber to bring it tonorrow

Monty Deer of the National Indian Gam ng Conm ssion

testified recently before the Senate Indian Affairs Conmttee, as
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did a variety of other people. And soneone sent ne a copy of his
witten testinony in that regard, which | found quite useful

| think there is an extent to which it probably differs
somewhat from the conclusion that Richard and Bill just stated,
but there is an extent to which it probably supports that
conclusion that Richard and Bill just stated.

And | would just comend it to the attention to both
Conm ssion and staff, and as | said, | will try to renmenber to
bring it tonorrow.

On that conclusion, and also on the structural issue
that was being discussed a couple of mnutes ago, personally I
feel that | don’'t know very nuch about gam ng regulation, and I
don’t consider nyself to have any expertise in that area.

As a consequence of that |ack of know edge | have
essentially punted, to be candid, in the discussions of the
Comm ssion’s Indian ganbling subcommttee on the regulatory
I ssues, and on the related issues of whether or not the Indian
Gam ng Regul atory Act ought to be anended.

And | would just ask whether, and maybe this is a
matter that can't be concluded about at the nonent, but | would
ask on the structural question, as well as on the substantive
question, whether or not in the opinion of the Chair and the rest
of the Comm ssioners, the question of the regulation of Indian
ganbling ought to be addressed in the regulatory chapter, or in
t he I ndi an ganbling chapter.

To be frank, | think it highly unlikely that the Indian
ganbl i ng subcommttee is going to reach a conclusion, within the
subcomm ttee, on that issue, by accommodation of strongly held

opinions, as well as in ny case ignorance.
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So | would be curious to know where people think that
bel ongs, and the staff already has the testinony by Chairman Deer
before the Indian Affairs Commttee on March 24th. And, again,
woul d commend it to everyone’'s attention.

CHAIR JAMES: Any response to that; where do you think
that ought to be, do you want to handl e those issues in that --

COW SSI ONER LEONE: Vell, | think it should be in a
separate chapter. There are a few other points | would nake
about our regulatory reconmmendati ons, and the regines.

One is that they are freighted with federal issues
There is a few things that we can say, this is clearly the
federal governnent’s responsibility. There are many things that
we could say we wsh state and localities did sonething
differently, or we di sapprove, or we approve.

This one there is a lot of federalism and that is
obviously in a lot of court cases, but this one at |east we know
there is a federal responsibility that is part of the package
where a federal conmm ssion could say sonething. So | think it
deserves sone special treatnent, separate treatnent, because of
that. W have to decide where we are going to cone out in sonme of
these federal regulation issues.

The second thing is there are a whole set of issues, |
woul d argue, upon the area of public education, in which if our
public education pronpts a response, it will be from people on
different sides of the argunent that will then nobilize and get
to results.

This one again, though, | think is different, in that
there is an existing federal |law, an existing federal agency that
perfornms various functions. And | think maybe this does bel ong

i n that chapter
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COW SSI ONER W LHELM I n which chapter?

COW SSI ONER LEONE: I n the Indian ganbling chapter.

CHAI R JAMES: I would concur with that. Having said
that, that is still the easy one. And I think a part of what |
want to do today is to keep pushing us back to the hard ones.

COW SSI ONER BI BLE: My sense on the issue is that we
are dealing, really, with four kinds of gamng. W are talking
about commercial casino gamng, we are talking about horse
racing, in terns of |egalized gam ng. W are talking about
lotteries and tribal.

I think in lotteries and tribal, both of those
I nstances, that breaks down as governnental sponsored things, and
the governnent regulating itself. And, at least ny sense is we
treat lotteries and tribal and deal with the regulatory aspects
In those particular chapters. In this particular chapter we talk
about the regulation of casinos, the regulation of the horse
raci ng.

CHAIR JAMES: | would concur with that, with the caveat
that we say, in the introduction, that that is what we are doing,
and why.

COW SSI ONER BI BLE: Yes, so people understand it. And
I think it is kind of interesting, if you go back to --

CHAIR JAMES: Did you get that John?

DR.  SHOSKY: I think so, but | just want to be sure.
Wul d you say that one nore tine?

COW SSI ONER BI BLE: Vell, | think we ought to deal
with the lotteries and tribal gamng regulatory aspects in each
of those, in each of those particular chapters, because they fal
within governnental gamng, or the government in effect is

regulating itself, in both of those instances.
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In these instances the governnent is acting as a third
party regulator, in both the horse racing, and to the comerci al
gam ng industry, treat them sonewhat differently.

| think the interesting aspect, and this kind of cones
down to your efficiency and effectiveness argunent, we need to
make sone coment about that, is that our predecessor comm ssion,
20 or 30 years ago, that this was an area that they were
concerned about, because of organized crine into the |egalized
gam ng i ndustry, repeated control of the illegal gam ng industry,
and they cane to the conclusion that it needed a strong
regul atory presence at the state | evel.

Now, we’ve heard testinony, virtually from every state
regul at or where we have gone, when we went to New Jersey we heard
fromthe Comm ssion, when we went to Illinois, we heard fromthe
Conmi ssi on; when we went to Nevada we heard from the Comm ssion,
when we went to M ssissippi, we heard fromthe Conmm ssion.

| think we need, in this chapter, to kind of detail the
regul atory efforts that have occurred over the last 20 or 30
years, and cone to sone sort of conclusion as to the
effectiveness of the regulatory systens.

| don't think the issue before us today is, can we
regul ate gam ng, because we are going to conme down and say, yes,
you can regul ate gam ng.

CHAIR JAMES:. You can do it, you can do it effectively,
here are sone nodels of how it was done, neke sone suggestions
for states that are considering the --

COW SSI ONER BI BLE: That’ s right. And the reason |
asked M ke Bellinger to prepare that particular docunent was to
develop the best practices, so there wuld be a body of

informati on that would be available to --
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CHAI R JAMES: Have you nmde any, have you given any
t hought about how to incorporate his piece into this particular
chapter, the best practices and nodel ?

DR. SHOSKY: Vell, | think that there is a couple of
things. What | did was, | got a separate section identifying it
as a nodel, and then integrated portions of it into the chapter
and then in the chapter that piece, as itself, stands ready to be
put into the appendi x.

There is another way of doing it, and that is to --
sone people would argue that we should attach it to the chapter
instead of having it separate in an appendix, that it should
literally be one long footnote at the end of the chapter. That
Is sonething we can do, or we could just sinply print it, in
witing the guts of the chapter, and let it stand on its own --

COW SSI ONER Bl BLE: Vell, | wouldn't put the entire
docunent in there either as a footnote, or as a |one docunent
within the chapter, which could make it sort of cunbersone. But
| think there are sone elenents you can take out of there and
descri be what are the elenents of a good regulatory system

My purpose in asking M. Bellinger to do that was that
over the years | have been visited by nunerous del egations, not
only from states within the United States, but from a nunber of
foreign countries, when the countries in Africa started to
| egal i ze, they canme to Nevada.

Wen New Zealand wanted to legalize they came to
Nevada. Wen sone of the states in Australia wanted to |egalize,
they cone to Nevada.

Simlarly, they go to New Jersey and they take a | ook
at the systens, and they would go home and they would kind of

adapt the systens to whatever fit their |ocal needs best. And
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they are interested in developing sone basic tenets of best
practices as to whether our regulators, ability to get docunents
when you request them in areas like that, and just detail those
in terms of the regulatory chapter

CHAIR JAMES: John, it occurred to nme that | don’t want
to throw you for a |oop when we get to the end, but when we get
to the end of each section I'm going to ask you to sort of
summari ze what you think you heard so that the Conm ssioners can
be sure you got what we di scussed.

COW SSI ONER Bl BLE: And in the material, | |ooked at
what they provided today, | think a CD-ROM that is nmachine
readabl e, that has a conpilation of state statutes would help, it
woul d kind of create a library for people to go to, if they want
to take a |l ook at that sort of thing.

There is a survey instrunment on the effectiveness and
efficiency of regulatory systens, pretty rudinmentary, they call
It Regulator, and asks if you are doing a good job --

CHAIR JAMES: And they said yes?

COW SSI ONER BI BLE: And they said yes.

CHAIR JAMES: Tim do you think that ACIR is doi ng okay
on the survey of regulations, but on the interpretation and
effecti veness?

DR, KELLY: Well, Madam Chair, where they have really
fallen down is on their review and analysis of all laws and
regul ati ons. They seem to have just -- that has just vanished
somewher e. And that is sonmething we need to deal wth very
seriously.

COW SSI ONER Bl BLE: But the analysis really that
belongs in regulations is -- | think the greater utility is

trying to figure out how their value my work, it is like
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anal yzing the blueprints of airplane, you can build the thing out
of bal sam wood, or you build it out of alumnum it is going to
make a difference as to how the airplane flies, and its
characteristics.

It is how the system operates, not how it |ooks on
paper . | mean, you can go and work in all these cottage
i ndustries, and cut these things out into cookie cutter nold.

They sound good when you read them

DR, SHOSKY: If | could add sonmething to this
di scussion. | nentioned this to Dr. Kelly yesterday. In working
in this chapter | tried to cross-reference the regulations that

we had, and material that we got from AC R
And as | nentioned to Dr. Kelly, there is some big
om ssions. And what | nean by that is sone things that are | egal

in sone states aren’t being noted in the material we are given,

sonme things that are illegal aren’'t being noted, and just -- |I'm
speaking nerely for nyself, but | question the accuracy of what
we did get.

COW SSI ONER Bl BLE: What do you have, a couple of
I nst ances?

DR, SHOSKY: A good case in point, South Carolina,
because | wanted to know exactly how the |laws were set up that
woul d allow this sort of access and payout on the slots. And not
only was that not nentioned, but there is nothing nentioned at
all about the fact that legislation had to be passed to nake this
| egal .

So that was the first instance, so then | just started
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COW SSI ONER Bl BLE: | get the sense, at least, in
South Carolina from ny own individual that there is very little
regul ation, really rudinentary controls, at best.

DR.  SHOSKY: But you probably renmenber that when this
came up in Las Vegas we had to go find the statutory references
in order to report back to the commttee, and it is just not --
It just wasn't there.

So then | started double checking things on lotteries,
and things |ike that, and there were sone om ssions.

COW SSI ONER BI BLE: If you take a look at the state
statutes wherever casino ganbling, or slot machine ganbling is
|l egal, you are going to find every state has a different
definition of what constitutes a gam ng devi ce.

COW SSI ONER  MOORE: In this old chapter, when we are
tal ki ng about regul ati ons, and when we are finding out, you know,
that different states have different regulations, where are we
going to cone down as a Commission and say maybe what we think
t he regul ati ons shoul d be?

Now, that doesn’t necessarily go in this, is this
report goes not only to the federal authorities, it goes to the
governors of each state. Then if we have an overall suggestion,
somewhat, on regulations on how lotteries should be run, how a
casi no should be run, I think we need to do that.

Where would that come? | mean, | think that this
Conmi ssion, that this is exactly what we have to say how is
ganbling going to be regulated, and | think we should have a
recomendation on how it should be regul at ed.

COW SSIONER BIBLE: | think in each chapter you --

COW SSI ONER MOCRE:  Each chapter?



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

April 7, 1999 N GI.S. C. Washington, DC Meeting 20

COMWM SSI ONER Bl BLE: In terns of commercial ganbling

you could nention best practice and recommendations, and

I ndependence of regulators, sufficient staff, access to books and

records. There is a laundry list of things that could be
I ncorporated in this chapter

CHAI R JAMES: Let’s talk about the elephant in the
parl or.

COW SSI ONER BI BLE:  Ckay.

CHAI R JAMES: It is there, it is staring at us. \Wat
does this Comm ssion want to say about federal regulation, or at
| east federal regulation or not, or state, or --

COW SSI ONER  BI BLE: I would say, based upon their
track record, where they do have responsibility is in tribal
gam ng, and they have absolutely abrogated the responsibility.
Look at the state of California.

CHAI R JAMES: Are you talking states, or are you
tal king --

COW SSI ONER Bl BLE: I"m saying tribal gam ng. The
federal governnent has absolutely abrogated their responsibility
where they have jurisdictional control. Tribal gamng is a
perfect exanple. California, we are going to have 14 or 15, 000
illegal slot machines. The sane thing is happening in the state
of Washi ngton, Oregon.

COWM SSI ONER  DOBSON: Bill, are you suggesting that
that be said in the report?

COW SSI ONER BI BLE: What | said.

CHAI R JAMES: Anybody want to disagree with that? |
woul dn’t, incidentally, but I want to know if anybody el se woul d.

COW SSI ONER W LHELM | would just like to note for

the record that because of unexpected surgery yesterday
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Comm ssi oner Loescher, obviously, is not here. And obviously
Comm ssi oner Loescher mght not agree with that. | assune he
woul d not.

| think that is self-evident to us all, but I --

CHAIR JAMES: Having said that, let ne say that there
are several Comm ssioners who wanted to be here, but could not
for a variety of reasons, and they know that they will have the
opportunity to speak, very clearly and loudly, on all of these
| Ssues.

COW SSI ONER W LHELM To that end it Is ny
under st andi ng, though, that although we are trying to direct
staff, we are not formally reaching final conclusions?

CHAIR JAMES: W are not reaching final conclusions, we
are having a discussion, and asking them to put sonme words to
paper that then we can respond to and edit.

COW SSI ONER W LHELM On that issue | was concerned
about the structure and tone of this draft of this chapter on
this very point, because this chapter is drafted such in the
begi nning alnost as though the federal governnent should be
regul ati ng ganbling.

And | do not sense that that is the consensus here, and
perhaps |I'’m wong. Speaking only for nyself | believe that with
the exception of Indian gam ng, which | think constitutionally
has to be regulated by the federal governnent, except insofar as
the federal governnent permts tribes and states to agree that
the states will regulate it, and wth the exception of Internet
ganbling, | believe that there is a consensus in the country that
ganbling regul ati on ought to be done by states, and I think this

Comm ssi on ought to endorse that.
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I think Conm ssioner Bible is right that the federa
governnment has no denonstrated capacity to regulate the ganbling
effectively, so it ought to regulate effectively those areas that
it already has responsibility for, or intrinsically has
responsibility for, like Internet ganbling and not try to usurp
the functions of the states with respect to casino ganbling, in
particul ar.

And | think that the report ought to say that, that the
tone and structure of the existing draft chapter infers the
opposite. And to that extent | think it is wong.

| woul d add, however, to Comm ssioner Bible's construct
about the four areas of ganbling. There is an area, sone of
which is legal, sonme of which isn't, and some of which is gray
area, that is not casino ganbling, but that is properly regul ated
by states, it has to do with video nachi nes and so on.

And as we discussed before, there is a trenendous
anount of question, for exanple, in South Carolina about the
efficacy of the regulation of that which is legal. There is an
enornmous amount of question about whether the states are
adequately policing that which is not legal, or that which is in
the gray area, all of these machines that proliferate all over
t he pl ace.

And | think it would be remss of us if we didn't
comment on that, and if we didn't strongly recommend that states
get a hold of those problens.

COW SSI ONER LEONE:  Look, I'mnot a cynic, but a cynic
woul d say that regulation at the state level is dom nated by two
concerns, and these are -- one concern is defensive, | would say.
People in politics can’t stand the heat that is generated when

crinme is involved in ganbling.
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So regulation is driven by the fact that whether the
governnent owns the ganbling enterprise, or whether it is a
comercial enterprise that is being regulated, politically it is
very costly not to keep crime out, so nost of the reginmes have a
vari ety of mechanisns which have been relatively effective, as |
understand it.
COW SSI ONER W LHELM  Meani ng organi zed cri ne?
COW SSI ONER LEONE:  Yes, about keeping crinme out. The

second | would call, maybe, offensive part, and | nean that in
the defense/offense. | find it offensive, but other people -- |
just nean it in kind of -- is making sure that the state gets its

fair share of the cut, and therefore intense accounting |ike
activities to ensure that its commercial enterprise, the state
will get the right anount of tax out of it, and if it is a state
run sponsored ganbling, such as lotteries, insuring that the --
or that the state is conpetitive and it gets enough |ottery noney
spent in its own borders.

The Indian-Anerican ganbling is nore conplicated,
because in that one the federal government in a sense has to play
a role in order to legitimze the notion that these are
governnments that can’t be regulated by states, directly under
ordi nary circunstances.

Now, the reality is that we have developed in sone
pl aces, as far as | can tell, pretty good structures for policing
ganbling to keep organized crinme out, and pretty good structures
for avoiding fraud, and accounting for the noney so that we can
tax it, or collect it.

An exanple of that, as | spoke, there aren’t that many

-- so we are sort of dependent on that, at the outcone. There is
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bound to be division about whether we need to go through wth
t hat .

And, again, |I'm putting the conplexities of the Native
American ganbling over to the side. And | nean by that if the
Comm ssion wants to go further and argue that this is not
effective enough, or not providing the public wth enough
I nformati on, whatever the answer m ght be.

And that is, you know, the argunent on one side of that
argunent is the view that the states are sovereign and they are
denocratically elected, and who are we to tell them what to do.
And there is no role for the federal governnment, and on the other
side it is that the states are -- sone of them or all of them
are not doing a good job on sone things, and do we have a role,

and a responsibility to tell themthe things we don't think they

are doing well, lotteries as an exanple.
And that maybe we -- nmaybe national interest, an
overriding national interest in certain things, being taken

seriously at the national |evel.

Now, | don’t know how ot her people feel about that, but
| feel that we -- those last two points | made should be centra
to our report, that our report should nmake clear. | endorse that
we don’t think that the states are doing a satisfactory job in a
variety of areas --

CHAIR JAMES: W say that all states --

COW SSI ONER LEONE: Wl |, states that have ganbling,
obviously I wouldn't --

COW SSI ONER BI BLE: You are not talking about Hawaii

CHAIR JAMES. Are there any that you would say --
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COW SSI ONER LEONE: | think that sone are better than
ot hers, but in the area of seeking ganbling revenues,
particularly for lotteries and conveni ence ganbling, | haven’t

heard of a single exanple of a state that | think is doing well.

COW SSI ONER W LHELM  First |, although again I’ m not
a regulatory expert, | believe it would be fair to say, R chard,
that there is a third area that is presently construed as part of
the regulatory objective, at least in the states |ike Nevada, and
New Jersey, and Mssissippi. And in addition to the two that you
described, you described the organized crinme concern, which |
agree that that has been a driver of regulation as it 1is
presently practiced.

You described the question of ensuring the accounting
of noney so that it can be taxed, and | agree with that, as well.

The third area that | think is fair to say is pursued
by the present regulatory nentality at the state level, at |east
in those kinds of states, is the integrity of the ganes, which I
think is separable from the issue of whether the noney is being
accounted for.

And | think it is fairly well agreed in those kinds of
states that it is in the best interests of the industry, and the
state as well, that the games are assured to be honest. So |
woul d add that as a third el ement of the existing regulation.

| think that it is relatively easy to separate out two
things that | thought were running together in your comments
although I may have misread them One question is whether this
Conmi ssion ought to be recommending additional types of things
that regul ators should be doing.

In the past you have tal ked about disclosure of certain

things, for exanple. It seens to ne the Conmm ssion could nake
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recommendations |ike that, separate and apart from the state’'s
rights issue. It doesn't follow, to ne, that if we -- if the
majority of the Comm ssion, or all of the Comm ssion thinks that
certain kinds of things ought to be done from a regulatory
standpoint, that therefore the federal governnent ought to do it.

| think, though | could be wong, that there is a
consensus of the Conm ssion that states, in fact, should regul ate
ganbling within their borders, except in the two categories that
we have, in effect, set aside as being uniquely federal.

And | think the report, in nmy own personal view, the
report should say that, the report should say that states are
best equi pped to regulate ganbling within their borders, with the
exception of Indian ganbling, for constitutional reasons, and
I nternet ganbling for technol ogical reasons.

And in ny mind that is quite separate from whether we
ought to be recommendi ng, because after all we are supposed to
recoomend not only to the federal governnent, but to the
gover nors.

So | think that if there is other things we ought to be
recommendi ng, that | for one would argue that we should do so in
the context of, specifically, asserting that state regulatory
over si ght makes the nobst sense.

COWMW SSI ONER LEONE: Let nme throw out a specific idea,
because we have tal ked around this federal thing. And, again,
putting aside things like the Internet, or the current |aw that
governs Indian gam ng shoul d be changed.

Going back to the Key-Faurber Commttee, through our
predecessor, this report, and other hearings, | think the federal

governnment can serve a useful, and indeed essential role in this
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area by holding up state regulation, or state activities to the
l'ight, bringing a perspective to it.

I"m inpressed, we are all disappointed in the |ack of
continuing research on ganbling. And this is still a half-baked
I dea on ny part, an idea in formation.

But | have begun to wonder if there shouldn’'t be a
continuing federal role to study and report to the Anerican
peopl e about ganbling in the United States. | used the Commerce
Department --

COW SSI ONER BI BLE: There nust be, that is why we are
her e.

COW SSI ONER  LEONE: Well, but this is an unusual
Comm ssi on. | used the Commerce Departnent in ny little nmeno |
sent around because the people on both sides of the issues use
Commerce Departnent information, and depend on it, if they are
going to talk about the econony, and how things are going, and
whether there is productivity, or what is happening to savings
and investnent, a variety of other things.

| see this as a kind of mninmal federal role, but a
role no one else will play, if there -- it doesn’'t involve direct
regul atory activity. There would plenty of people in the states
who | think would object to having to report, needing to have
i nformati on available, to have this kind of activity occur on an
ongoi ng basi s.

But | think that --

CHAI R JAMES: You see that as a repository of
i nformation, or as --

COWM SSI ONER LEONE: And a publicizer of information
and a place where there would be sort of a national forum an

ongoi ng conversation about this. | think it would be very
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useful. | think it would have been nore useful if we had started
20 years ago, where nobody was going to get a cut.

| think the federal interest, again, has tended to be
because of the little cut, if you will, because they didn't get
any part of the pie, only the crime stuff, which was politically
and certainly newsworthy. There should have been a lot nore
i nterest in everything el se.

CHAI R JANMES: Wt hout having thought that through a
lot, hearing it for the first tine, ny first reaction to that is
by putting it in Comerce, and talking about Commrerce, we
I medi ately go to the economc, so --

COWM SSI ONER LEONE: I wasn’'t saying we should put it
in Commerce, | was just using that as an exanple of an agency
that provides information that everybody depends on to argue
about stuff in econom cs.

| don’t know where this -- | nean, this maybe shoul d be

CHAIR JAMES: Well, | think one of the things that we
have tal ked about before is the lack of information that is out
there, and we wish that HHS did in their annual surveys collect
data and information so that we could have that kind of data to
| ook at things |ike pathol ogical ganblers.

COWM SSI ONER  DOBSON: | apologize for mssing your
openi ng renarKks. The ground rules here today are everybody is
free to participate, or just --

CHAI R JAMES: Absol utely.

COW SSI ONER DOBSON:  -- the subcommittee?

CHAI R JAMES: Everybody.

COWM SSI ONER  DOBSON: One area that, based on the

testi nony we have heard, that | see the federal governnent having
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a role, and it is problematic, | recognize that, it has to do
with truth in advertising.

And | don’'t know whether, you know, we run into
I npossi ble state’s rights issues or not. And I'm not referring
to the kind of regulation that the state ought to do within its
own borders, but specially the state run lotteries, which |ack
oversight, it would appear, in the way they are advertised, and
the way they function.

And | don’t know whether it is possible, I don't know
what the nechanism would be, but | would sure like to see that
addressed in our report, because there are abuses there.

CHAIR JAMES: Well, | hear three things out there right
now. One is the gathering of information on the econom c and on
the social inpact of ganbling, Comerce, HHS, whatever 1is
appropri ate.

The third thing I hear is, is there a federal role to
be played in advertising. And regulating, is that what you are
suggesting Jim regul ating state adverti sing?

COW SSI ONER  DOBSON: There are statutes, obviously,
that require truth in advertising but they don't apply, if |
understand the law, they don’t apply to the lotteries, where the
states have an interest in, maybe, not conplying to the higher
standards of those statutes.

And | think that ought to be addressed, because there
I s abuse.

COW SSI ONER BIBLE: Well, we are kind of changing it
here, | believed those advertising attorneys that appeared before
us, at our last neeting, to brief that particular issue as to
whet her or not you can nake applicable those federal laws to a

state entity.
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CHAI R JAMES: May | suggest this? That at least in

this chapter if we do anything we -- because we do have staff
doi ng advertising, that if we say anything we refer to that, and

we get that information, and we see what we can do.

COW SSI ONER WLHELM | agree. | would agree with the
thrust of Richard’ s point. | think that the nore information the
better. | also agree with you, Kay, that the question of who

does it, inevitably will have an inpact of where its focus is.
So | don’'t know where it ought to go, if you put in NH
it has one kind of a focus, if you put it in Comerce it has

another kind. So | don’'t know the answer to that.

But | certainly agree with that point. But, again, |
don’t understand what that has to do with regulation. | nean,
do -- | think every one of us, based on the tine that we have

been on this Comm ssion, agrees that there is not renotely enough
i nformati on and know edge.

And sonme of that is data collecting, and sone of it is
research. In ny mnd that is a separate question from the
question of whether we ought to affirmatively endorse the state’s
role in regulating ganbling aside from those other two
categori es.

CHAI R JAMES: | think we sort of slid into that from
what is the federal role in this, in discussing what the role is
in ternms of regulation.

COW SSI ONER BI BLE: I think Richard’ s concern, and I
don't want to speak for Richard, but his concern seemto ne that
we are going to be so broad in our focus, as to the federal
governnent’s presence on the regulatory chapter, that we wll be

excl udi ng any presence anypl ace else, and that certainly was not



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

April 7, 1999 N GI.S. C. Washington, DC Meeting 31
ny intent, because | think there is clearly a federal role in
ternms of gathering data.

COMW SSI ONER W LHELM | agr ee.

COW SSI ONER Bl BLE: And providing information, and
things of that --

CHAI R JAMES: Ri ght.

COW SSI ONER BI BLE: My sense is we have a lot of
peopl e here before us, all the way until June 20th, until the
death of this particular Conmm ssion here, and go about our nerry
way, and doi ng exactly what they want to do.

COW SSI ONER LEONE: | certainly intend to.

CHAIR JAMES: Well, you know, we do have that chapter
on --

COW SSI ONER BI BLE: So we are going to talk about
that, at sone point, | assune?

CHAI R JAMNES: Absol utely, on future research, and at
several points along the way of the Conmm ssion we have talked
about who would be the appropriate parties to produce that kind
of research, and to produce that kind of data.

And | think at that point we can talk about what the
federal governnent’s role ought to be.

COW SSI ONER  LEONE: That’s right. But it is also
relevant to where the federal governnment actually has a
regul atory role. Personally the thing that bothers nme nost about
the federal role in gamng is the lack of clear, conprehensive
I nformati on about what is going on.

Because | believe governnment and denocracy work best
when the information is out there, and the people and the
political process can respond to it. And the same thing is

certainly going to be true in the Internet, where it is alnost
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I npossible to get information, and tel ephonic ganbling and ot her
things, and | just think getting the information out there is
kind of governor with a small g, regulator on behavior, as it
works its way through the political process, people will react to
that, and things will happen, or not happen.

COW SSI ONER BI BLE: Vell, I would concur with John's
coments in terns of the federal regulatory role, and the federal
role at least in terns of this particular chapter, and the
regul ation of gamng, really there is a federal presence because
of constitutional reasons and tribal gamng, and there is a
federal presence necessary, | think, in ternms of the Internet,
which is driven nore by the technology than anything within the
constitution. The states sinply don't have the ability to
perform that function effectively, and the federal governnent
does have that particular ability.

And then after that | don't believe we know much about
it, but when we get to the other chapters I don't --

CHAI R JAMES: Except for the advertising piece --

COW SSI ONER  BI BLE: And the advertising piece that
flows throughout the various chapters. Wen we get to either
lottery or advertising we can pick up, we talked about that in
the I ast Comm ssion, there is unanimty anongst the Conm ssioners
as to sone of the advertising practices of the lotteries, and
they need to be common.

COW SSI ONER DOBSON: It is not uncommon at all, but --

COW SSI ONER BIBLE: -- nore in conmon --

COWM SSI ONER DOBSON:  -- federal role.

COW SSI ONER BI BLE: And | don’'t want to minimze the
federal role, because the federal role, at |east in Nevada, was

very helpful in cleaning up sone of the problens. ["’m really
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fond of saying that Nevada cl eaned up gam ng because of the wll
of the state, the federal role in terns of their abilities to
wire tap, and the Kansas City trials, and catching a nunber of
peopl e skimm ng, and sone pretty good dealings of the people who
were operating in Nevada for years.

So there is a federal role, but it is nore in the |aw
enf orcenent area.

COM SSI ONER W LHELM At the risk of bei ng
presunptuous either toward the Chair, or towards the report
commttee, or towards the staff, or nost inportantly toward

Conmi ssioner Bible, ny reaction when | read this draft was that |

wi shed Bill Bible would draft this chapter, and I’'m not being
faceti ous.

| think Bill has a trenmendous handle on this stuff, and
| realize we are way far behind here. So | would suggest we

subcontract this job to Bill.

CHAIR JAMES: Bill is going to have a very full plate
in the next few weeks in terns of -- and he has generously agreed
to spend sone tinme doing just that.

COW SSI ONER W LHELM G eat.

CHAI R JAMES: What else do we want to say about this
very inportant issue of regulation? W tal ked about best
practices and the piece we are getting from-- do we want to show
any worst practices, sone concerns?

COW SSI ONER W LHELM  Sure, just put South Carolina.

COW SSI ONER MOORE:  You know, the thing that disturbed
me a little bit last week, | guess | should have already known
this, but I don’t know whether this would cone in regulations or
not, when we talk about the people that come in and run state

lotteries, how they are chosen, what their fees are, and | have
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never seen this in a paper in ny life, the conpanies that cone in
and run these lotteries for people.

You know, if you have a professional group to conme in
and hel p you raise noney for a church, by God, they charge you to
rai se the noney. And | don’'t know whether that would be on this
regul ati on or not, what we would recommend anyt hi ng about that.

COW SSI ONER Bl BLE: | think that is all available
that is all public record. These contracts are typically bid
award, it is a state enterprise, you can find that information
There may be a paper that suggests you can’'t get it, but it is
public information.

COWM SSI ONER MOORE:  Ckay.

CHAI R JAMES: And that is a big issue that we have
allotted sonme tine to talk about in the lottery, so maybe we
shoul d -- whatever happened with G Tech, by the way?

DR KELLY: G Tech has been invited to cone present to
us at the next neeting, they have expressed sone interest, and we
are negotiating with them now.

COW SSI ONER Bl BLE: Wy are we negotiating, they
ei ther show up or they don’'t show up.

COW SSI ONER W LHELM  Maybe they want a paper bag over
their head. Just ki dding.

CHAI R JAMES: John, if you had to summarize what you
think you heard in the discussion in the last few m nutes, what
woul d you say?

DR. SHOSKY: Vell, by ny count seventeen things, is
what | would say. And that is in the order of presentation, it
IS not in the order of subject, or anything.

To start off wth, and please excuse ne if | have

trouble choosing the right words as | go through this, but to



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

April 7, 1999 N GI.S. C. Washington, DC Meeting 35
start off Conm ssioner Leone was tal king about that there needs
to be a judgenent that certain types of ganbling are

appropriately federal, and --

CHAIR  JAMES: I woul dn’ t necessarily assign
Comm ssi oner nanes because, what | look for, consensus as we
speak. And hearing no objections tend to nove forward in the

di scussi on.

So what |'mlooking for nowis to see if you have been
able to capture the consensus of what we said. Under st andi ng,
for those of you who are listening, that all that neans is that
he is going to produce his draft, that we then have the
opportunity to respond to. Those who disagree can still say so,
we can still mark things out, it can still be edited.

So it would be premature to nmke any other coment
beyond these are just sone directions given to staff about how
they may want to develop the next round of drafts. That is al
we are saying here at this point.

Havi ng said that, John?

DR. SHOSKY: Thank you, Madam Chair. There seens to be
certain types of ganbling that are inherently federal; tribal
gam ng, Internet. There seens to be a consensus that the federal
law on tribal gamng, IGRA, needs to be strengthened at the
federal role. Also --

CHAI R JAMES: If you hear anything you object to, or
you don’t think he is getting right, please stop and junp right
I n.

DR. SHOSKY: There is also sonme consensus that in this
chapter we need to nention four types of ganbling. And what |
mean by that is commercial casino, horse racing, lotteries, and

tribal.
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That primarily the regulation of lotteries and tribal
will be dealt wth elsewhere, and that this chapter wll
primarily, wth that caveat at the beginning, concentrate on
commer ci al casino and horse racing regul ation.

We should highlight best practices, was nentioned
several tines. W also need to indicate that the federal
governnent has abrogated responsibility in ternms of tribal
gam ng. W need to change the structure and the tone of the
first draft to make it clear that states are the appropriate
regul ators for what they regulate at the nonent.

That we should have a very strong statenent that states
are the appropriate regulators for what they regulate at the
nonent, and that aside from the things that are inherently
federal, states should regul ate ganbling.

There is al so a consensus --

COW SSIONER BIBLE: And | think as we go through it we
want to talk about the ability to regulate, and distinguish that
from the policy -- you know, | think that is a very clear
di stinction. Not necessarily abrogating just sinply saying that
political decision, or policy decision is made just to engage in
-- gam ng can be regul at ed.

CHAI R JAMES: Very inportant point.

DR. SHOSKY: Then there was the point of view that has
been restated in several different ways, but it seens to be
something like this. That we need to indicate states, while they
are the appropriate regulators, are not doing a satisfactory job,
that there is nore that needs to be done.

That there is the realization that there is political
costs on the state level. It is hard to keep organi zed crine out

when it is just the states going it alone. |Is that --
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COW SSI ONER BI BLE: | don’t know where any of that
came from Run that by again?

DR, SHOSKY: This was a comment nmade about politica
costs on the state level, and then hard to keep --

COMWM SSI ONER LEONE: My comment | nade was that because
the cost was so high, states have been quite successful in
fighting that, as far as we could tell.

DR. SHOSKY: Great, thank you.

COW SSI ONER BIBLE: | guess what you are suggesting is
that states wouldn’t do it on their own, wunless they are
concerned, they are going to let the federal governnent cone in
and do it?

COMM SSI ONER  LEONE: I was just indulging in a
nonent ary weakness for cynicismabout political notivations.

COWM SSI ONER DOBSON:  You are a cynic.

COWM SSI ONER LEONE: Most people would do it on their
own.

COW SSI ONER  MOORE: If crime is not -- | nean, if
crime was in, the states would stand a strong chance of not
want i ng ganbling. I mean, they would |ose revenue, wouldn’t
t hey?

COW SSI ONER LEONE: That is even nore cyni cal

DR.  SHOSKY: Il wll just |leave the cynical part of ny
not es here.

Then it would segue into --

CHAIR JAMES: | think probably just deleting it.

DR, SHOSKY: There needs to be better accounting of

noney for taxation purposes, and others.
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COM SSI ONER BIBLE: | think that refers, probably, to
tribal gamng, or is it a comment that someone made about |ack of
information? It was either Richard or Dr. Dobson.

COW SSI ONER  MOORE: I would I|ike to know what
rationalization cane out of Richard' s dissertation, there.

DR. SHOSKY: | still need to delete that.

CHAIR JAMES. You are still --

DR. SHOSKY: | got you, okay.

CHAI R JAMES:. Keep the button down for a while.

DR. SHOSKY: Got you, okay, thanks. Then | have this
underlined, so |I'm pretty sure about this. W should recomend
that certain things that regulators should do, and that is part
of the best practices argunent, too. That states regulate
ganbling within their borders, that states are best equipped to
regul ate ganbling within their borders.

The one thing that the federal government can do is to
hol d regul ations up to the light to exam ne them Then there was
t he whol e informational argunent about who should --

CHAI R JAMES: Did we get any consensus on that sone
states do a better job than others, but all could stand --

COW SSI ONER  BI BLE: Well, 1 don't know that we
gathered information in that area. | nean, that is ny sense that

CHAIR JAMES: It is a sense that --

COW SSI ONER BI BLE: Li ke tribal governments, | think
some states do better than other states, and | could nane a
couple of states that are close to Dr. Mwore that have sone
difficulty. One state has some difficulty on regul ations, they
| ook good on paper, but it doesn’'t fly quite right. It is kind

of a local custom
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DR, SHOSKY: Then there is the information on who
shoul d coll ect what information and di ssem nate it.
| noted --

CHAI R JAMES: What did you think you heard on that one?

DR. SHOSKY: -- a discussion on Commerce, and here is
what |’'ve got. Possi bly Commerce could collect economc and
soci al --

COW SSI ONER LEONE: | don’t think we need to add that
In this particular chapter. It seens to nme in sone |ater chapter

we are going to talk about it.

CHAI R JAMES: Renenber, ny suggestion was that further
research, and collection of information and data, that perhaps
that ought to go --

DR. SHOSKY: And the HHS part of that as well, right?

CHAI R JAMES: Several tinmes we heard about the
household survey, or other neans of collecting data and
I nformati on that woul d be hel pful.

DR. SHOSKY: Then there was the truth in advertising
about lotteries.

CHAI R JAMES: And we tal ked about that being over in
t he adverti sing.

DR, SHOSKY: Ri ght. And then the final consensus
argunent | have got is that we should not exclude the appropriate
federal role, either. W are delineating that states should be
the proper regulators, we shouldn’'t, on the other hand, indicate
that the federal governnment scale back its role in what it is
i nvol ved in.

CHAI R JAMES: Confusion?

COW SSI ONER W LHELM It sounds to nme |like an

extrapolation from your |ast coment about the fact that the
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federal government has certain ancillary things it can do to help
the states in trying to enforce, but |I didn’t hear it the way it
was witten, no.

CHAIR JAMES: Say it again, one nore tinme, the correct
way that you would like to see it stated.

COWM SSI ONER Bl BLE: Wll, it seens to nme that the
f eder al gover nnent, we delineated two areas of federa
responsibility, one being tribal, the other the Internet. There
Is some ancillary responsibility in terms of |aw enforcenent,
where they provided assistance to states, tribal governnents, and
the | aw enforcenent area, they have been hel pful.

CHAIR JAMES: Wat s the turnaround tine on
transcripts, by the way?

DR, KELLY: It is ten days, so we just got in the
transcripts fromthe | ast neeting.

CHAI R JAMES: The reason | asked this is because there
Is a great deal of pressure to capture it accurately. But we
will, at sone point, have a transcript to be able to go back and
| ook and see if we did capture it --

DR. SHOSKY: Madam Chair, may | nmake a suggestion?

COW SSI ONER BI BLE: And you al so need to add, you need
to make sure that you highlight the policy decision. | think we
need to nmake a determ nation that if the policy decision is nade
to legalize gamng, it can be regulated, specially -- it can keep
organi zed crine out.

The policy decision we are not addressing at this
poi nt .

CHAI R JAMES: You want to put that in this chapter,

that if a state decides to do that, it can effectively do that?
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COW SSI ONER BIBLE: Yes, | think that is conclusion of
regul ation. That is what we were tal king about.

CHAI R JAMES: Is that a consensus, does anybody
di sagree with that?

DR, SHOSKY: Just for ny own notes could you say that
one nore time, | just want to make sure.

COW SSI ONER BI BLE:  You want to draw a concl usion that
If a policy decision is nade, whatever that process is by which
It gets made, is nmade to have legalized ganbling, that it can be
regulated, it can keep corrupt elenments out, certain policy
roles, fairness of ganes, and --

CHAI R JAMES: Maybe if it were stated strongly in the
light, this not being the only policy decision, there are other

things to be taken into consideration.

COW SSIONER LEONE: | think Bill is just saying if you
decide to do ganbling you can -- | nmean | guess |’'m not convinced
that the -- | guess I'mnot sure that this is the right place for
it, but I’m convinced on the other side of -- that if you nake

the decision to do it, and by you in this particular case |I'm
tal king about the governnent, |’m convinced that the addiction
rate for governnments began in the 100 percent, whatever NORC
finds about individual, | think the addiction for governnent is
100 percent. And I think that the percentage of governnments who
beconme what we learn to call chasers, pursuing ever nore elusive
j ackpots, is nearly 100 percent.

So that is a separate, but that is not a regulatory
I ssue, that is a consequence of a policy decision which |I hope we
wi |l discuss in sone |length at another part in the report.

COW SSI ONER  DOBSON: | don't want to beat this

advertising thing to death, but as | think about where that is
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going to be, | think ny concern is that people will read this
section with regard to federal involvenent and nmay never get to
t he ot her portions.

| recognize that what |'m recommendi ng ought to be in
the advertising section, but | think there ought to be sone
reference to it in this chapter so that it is clear we have a
concern there.

CHAIR JAMES: Yes, | think we said that there could be
a reference statenent, where we nake the statenent and then refer
to that.

CHAIR JAMES: That is fine.

CHAIR JAMES: Well, | think this is probably as good a
time as any to close out this particular portion of our
di scussi on. | see, by our schedule, we are supposed to have a
break here.

W will take a ten mnute break, and get back together

at 11 o’ cl ock.



