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CHAI RPERSON JANMES: Wth that, 1'd like to open it
up for questions from Conm ssioners and also for interaction
anong panelists. Commi ssi oner Loescher and then Comm ssioner
W hel m

MR LOESCHER: Doctor Quinn, | know you're not a
state official but you've studied the business in South
Carolina, but who derives the benefit fromthe revenues in South
Carol i na? Does the state governnent do that or charities or
how?

DR, QUI NN Currently in South Carolina the noney
that the state gets is derived primarily fromthe licensing fees
and from the state incone tax. Now, interestingly enough, |
think it's been estimated that approximately $3 billion went
into the machines in '97. The state reportedly got $62 nillion
in licensing fees. Currently, it appears that the Departnent of
Revenue, who 1is charged wth oversight of that, has been
woefully neglect in numerous ways. The system for accounting
for the noney coming in is based on an honor system currently.
And so it's hard to tell exactly how nuch noney is comng in,
but the State of South Carolina is not receiving very much of
it.

CHAI RPERSON JAMES: Bill, they need you.

DR QUI NN: Yes, we do. W have no ganbling
conmi ssi on. We have no true oversight and in the nost recent
gubernatorial race the sitting governor who cane out strongly

agai nst video poker, was defeated by a candi date who was backed
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by the industry or at least individuals in the industry and
we're hoping perhaps that this governor wll be nuch nore
proactive and that many of our state officials will be nuch nore
proactive but that's yet to be seen.

But the noney predom nantly goes to the operators,
specifically the five -- |1 think the largest five operators
control 31 percent of the machines.

MR. LOESCHER: Madam Chair, just one nore question
to M. Hoggins and | appreciate your testinony and your
experiences in the State of Nevada. This concept of total
imrersion in ganbling in communities and neighborhoods, would
you recommend that to other places in Anerica?

MR,  H G4E NS: Comm ssi oner Loescher, ny testinony
nost certainly dealt specifically wth regard to retail gamng
with the State of Nevada. Qobviously, as | nentioned, the State
of Nevada has a long history, 40 to 50 years of a lot of these
types of operations and every poll that has been done the |ast
few years shows an overwhelmng najority of the people want to
continue with that type of operation. | don't pretend to know
whether it is the right form of ganbling for other states. I
certainly -- as Doctor Quinn states, in South Carolina, he feels
they are woefully inadequate in their regulation.

Qbvi ously one of the keys to the success of it here
in Nevada is the oversight by the Nevada Control Board and
Nevada Gamng Commission and followng and adhering to a

specific set of regulations. Now, that said, | am not
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advocating that each and every state take this approach and |
woul d not do that. |'"'m saying for the State of Nevada it works
and | believe it would continue to work.

MR. LOESCHER  Thank you, Madam Chai r man.

CHAI RPERSON JAIVES: Thank you. M. H ggins, | want
you to know in ny tour wwth the Mayor we went into a facility,
she may have shared this story with you, and I was told that |
m ght be visiting and to be expected and if | canme to please
poi nt out those brochures that went up over the weekend. And so
they were very grateful for them and thought that it would be
very helpful for sone of the individuals that were there and
needed that kind of help.

So if our Comm ssion comng to Las Vegas facilitated
getting that kind of information out, we are indeed grateful for
t hat .

Comm ssi oner W hen?

MR. W LHELM | appreciate the testinony of this
panel and | have an observation to neke about a dilemma that I
believe this testinony points to, a dilemma for this Conm ssion
and | don't know -- this isn't specifically a question but I'd
be interested if any of the panel nenbers have any comment on
this dilema that | perceive.

This Commission is supposed to assess the econonc
and social inpact of legal ganbling. And | believe it's not an
unfair generalization to nmke that a great deal of the

di scussion that has taken place in this Commssion and its
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subconm ttees has tended to talk about Ilegal ganbling in
extrenely broad and | think probably to the extent they're not
wel | -defined, maybe slightly msleading categories, lotteries,
casi no ganbling, parinutuels. | think it's very clear when you
look at the economc inpact that there is a differential
econom c inpact of legal ganbling if you look at a spectrum
One end of which is destination resorts and the other end of
which is machines in convenience stores or in video poker
outlets in South Carolina.

Now, it stops along the way in that spectrum but to
try to describe the dilenmma that | feel this Comm ssion has, |et
me |look at the opposite end of that spectrum destination
resorts and conveni ence stores and video poker outlets. | think
it's pretty clear and we've had testinony to this Comm ssion and
we'll have nore, including sone this afternoon, that in terns of
econom c inpact, that destination resorts as conpared to the
other end of that spectrum pretty clearly have a much greater
and nore positive econom c i npact. | think destination resorts
clearly nmake a greater contribution to the econony of the place
in which they're |ocated, neasured by taxes and by a variety of
ot her econom c i npacts.

| think clearly for a given anount of gam ng,
destination resorts produce nore jobs because they have other
j ob producing anenities. They tend to have nore food outlets.
They tend to have nore entertainnent and other anenities that

produce | obs. Those jobs in destination resorts tend to be
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steadier jobs because generally destination resorts have an
econom c platform that is sustained enough that people can have
st eady | obs.

| think by any reasonable set of neasurenents of
what constitutes a good job that the jobs in destination resorts
tend to be better jobs than the other end of that spectrum
They tend to have higher wages. W've had testinony on that and
we'll have nore. They tend to have a greater degree of job
security or toread it a different way |less turnover. They tend
to have better health and retirenent benefits. They tend to be
better jobs at destination resorts and | think there's a nunber
of reasons for that.

In ny owmm mnd there are two primary reasons that
jobs tend to be better. One is that sone of the economc
characteristics of destination resorts that | just nentioned and
the other is that destination resorts, when you | ook around the
country, are nore |likely to be union. So using just those few
exanples, | think it's pretty clear, in the record that has been
established for this Comm ssion, that the economc inpact of
destination resorts as one end of that spectrum is considerably
nore positive than the other end of the spectrum of conveni ence
stores and the like.

VWhat | don't believe, however, this Comm ssion --
let me phrase this differently. | fear the Commssion is in
danger of not having any enpirical way to figure out whether

there's a differential social inpact along that spectrum You
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know, | have ny intuition about that but ny intuition isn't
really worth anything. I have tried in the discussions in the
research subcommttee to persuade our research contractors to
pay nore attention to that spectrum and it's not sonething that
particularly seens to interest themin the research designs.

So | think that the dilemma that -- one of the
dilenmas we're going to face when we go to wite our report and
this is really addressed to ny fellow conmm ssioners but as |
said, if any of the panel has any thoughts I'd be interested, is
| think we're going to have a record that shows pretty
definitively that the econom c inpact, including but not limted
to the jobs inpact of destination resorts as conpared to the
other end of that spectrum and as conpared to stops along the
way too, is nore beneficial. But | don't think we're going to
know anything enpirical about the social inpact and | think
that's a real problemand | don't know how we get at it.

CHAI RPERSON JAMES: Mayor Jones.

MAYOR JONES: You know, | think there's a couple of
observations that need to be nade here. M. Loescher, you asked

the question should convenience gam ng be considered in other

mar ket s. My answer to that would be a definitive no. And |
think it goes back, it's not just a question of economc
benefit. [It's the observation that it doesn't grow a market, it

doesn't provide high paying jobs, it doesn't provide a social
benefit. What it provides is a way to generate revenue that

ot herwi se woul d go for other goods and services.
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There was a study that was done and | would note
this just because | think it's interesting and | don't know if
it gets at the social question that M. WIlhelmrefers to, but
we did a study in the course of our whole analysis on the
econom ¢ inpact of convenience gam ng. And | don't profess to
be an econom st but ny husband is. He spent two years in a
master's program in econonmcs, five and a half years in a PhD
program in economni cs. Hi s dissertation was on the history of
Nevada's gamng regulatory franmework. He's taught at the
University of Uah, University of Nevada Reno, Wber State
Col | ege on and on.

He's worked in gamng in the states of New Jersey,
Nevada, M ssissippi, Mnnesota, Louisiana, Wsconsin. He was
the chief consultant with nost recently the city of Detroit.
He's worked as everything froma dice dealer to a CEO and | give
t hat background because |'m going to give his analysis of the
study for which | think he's well-qualified. He said the
econom c projections were based on a faulty asymetric nodel
that could prove that everyone should snoke because it would
create an economc mracle by generating jobs for norticians,
ceneteries and the maker of iron |ungs.

You know, you can nake a case for generating revenue
but one of the nost fascinating elenments of the study is the
suggestion that there could be material benefit to consuners in
the form of price relief, a social benefit that sonehow these

machi nes would reduce the cost. You have to note that in a
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random sanpling of 25 grocery itens provided in two stores, one
that provided slots and one that did not, the price difference
was zero. In fact, the 25 itenms had the identical price.

Furthernmore, in a sanpling of eight convenience
stores in gamng and non-gam ng environnents between Las Vegas
and Boulder City, Boulder Cty does not have gamng, the price
differential was less than three percent. So if you're |ooking
for a social Dbenefit in that it provides |ess expensive
groceries, that inmpact is not true. Wal greens has just cone
into our nmarket. They chose on their own not to offer slot
machi nes and, in fact, their pricing structure is the sane.

So looking at the issue of convenience gam ng and
again, |I'm talking about this going forward, you have to ask
yourself the question, is there any reason? Does it create high
paying jobs? Does it provide a benefit to the people living in
t he nei ghbor hoods. Does it have a positive economc inpact? |
think Doctor Quinn made it very clear, they don't even know if
they have any economic inpact at all, which is rather a
frightening thought.

| think with casino gamng in resort districts you
could very clearly nake the case that it stinulates an econony,
that it has high paying jobs with benefits, with pensions, wth
retirements, that it can allow a community to keep a l|low tax
environnment and provide for itself, but I don't think you can
answer many of those questions in the positive |ooking forward

in other jurisdictions when you ask that of conveni ence gam ng.
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DR, QUI NN | have two comments from out study that
m ght have sone inpact on that. One was slightly over 90
percent of the people we interviewed who were players were
residents of South Carolina. Now, | can't give you a breakdown
on the roughly 10 percent who were from out of state, whether
they were tourists comng into the state or people who cane over
from Georgia or North Carolina or soneone from Chio who had a
condo at Myrtle Beach, but | can assure you this; if 90 percent
of the people in the casino out here were from Las Vegas, they
woul d be cl osed. They would not be able to operate. You would
not be able to sustain it just on your own | ocal econony.

Anot her point that | think bears |ooking at is our
information also indicated there were sone specific groups;
particularly mnorities and |ower inconme groups, that | do not
believe would be likely candidates to travel to Las Vegas or
Atlantic City or sone of the destination ganbling centers who
actually form higher percentage groups of the sanple that we
took and these would be people who nost likely would not be
engaging in that formof ganbling. Now, they may conceivably be
involved in sports betting or we have people who bet on dog
fights and cock fights and things like that but they would not
be engaged in this kind of ganbling because they couldn't travel
to a destination and if there were not convenience ganbling
there, that part wouldn't take part init.

It's al so been nentioned the -- just the noney spent

on the infrastructure, the noney spent on building and those
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kind of things used to not exist with purely the convenience
form of ganbling. Wy would soneone build a $2 billion building
to put five video poker machines 1in, particular if he's
reporting that he's only meking $21,000.00 per nachine a year.
You know, that would not happen. So | think those are sone of
the specific social and econom c inpact issues that we can point
to.

Also approximately 3.5 percent of the people we

interviewed said that they had contenplated suicide specifically

because of video poker. Now, if you took a random sanpling of
just nmen on the street, |I'm sorry, people on the street, |adies
and nmen, the percentage actually m ght be higher. If you just

said, "How many of you ever contenplated suicide," you m ght get
15 or 20 percent, but if you asked them "How nmany of you have
ever contenplated suicide for one specific reason,” then that
5.3 percent all of a sudden becones a very high nunber and those
woul d be sone of the things |I think you'd consider in terns of
soci al inpact.

CHAI RPERSON JAIES: Comm ssioner MCarthy and then
Conmmi ssi oner Dobson.

MR. M CARTHY: | have sone questions first for M.
Hi ggins and then for Doctor Quinn. M. Hi ggins, how many --

CHAI RPERSON JAMES: Leo, can | ask you to get a
little closer to the m ke?

MR. Mc CARTHY: Thank you. How many

retail/convenience outlets are there in the State of Nevada?
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MR HI GANS: | do not have an answer to that.

MR M CARTHY: You said approxinmately nine percent
of all the slot machines, video poker machi nes and so on.

MR HIGANS: That's correct.

MR.  McCARTHY: You don't know how many -- you nade
the statenent that Nevada operates by far and |I'm quoting, "the
| argest and nost varied nunber of retail gamng locations in the
country".

MR HIGANS: That's correct.

MR, M CARTHY: W've heard from Doctor Quinn that
they have 7600 retail outlets in South Carolina.

MR,  HI G3 NS: Vell, |1 was msquoted or | was
m st aken  because | don't believe we have 7600 retail
establ i shments here in the State of Nevada.

MR. M CARTHY: Do you have a rough idea of how many
you do have?

MR. HI Gd NS: | would, a rough idea of 2,000 or so
approxi mately.

MR. McCARTHY: Ckay, what percentage --

MR. BI BLE: You have about -- there's about 2400
i ncl udi ng bars.

MR. McCARTHY: 2400 that are bars?

CHAI RPERSON JAMES: | ncl udi ng bars.

MR. BIBLE: Including bars.

MR. McCARTHY: |Is that the total nunber?

MR BIBLE: That would be the total nunber.
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MR. McCARTHY: Thank you very nuch. What percentage
of patrons in those 2400 retail/convenience outlets are Nevada
resi dents?
MR HGANS: | would say the vast mgjority of those
are Nevada residents.
MR. McCARTHY: 90 percent?
H GA NS: |In excess probably, yes.
McCARTHY: I n excess of 90 percent?

H G3 NS: Yes.

2 » 3 3

Mc CARTHY: Ckay. VWhat were the total revenues
for all fornms of business in those 2400 outlets?

MR HIGANS: W are not privy to all those nunbers.
We have private conpanies as well as public conpanies and those
nunbers are not provided.

MR. M CARTHY: Are those nunbers submitted to the
Nevada State Ganbling Board?

MR. Bl BLE: You're tal king about revenues total for
the entire operation?

MR. McCARTHY: Yes, total revenues.

MR. Bl BLE: No, that would not be available nor in
sonme cases would the revenues from the gam ng devices because in
the restricted |l ocations they're not --

MR. M CARTHY: That was ny next question. Do you
have the nunbers, the aggregate nunbers now, from just the
ganbl i ng devi ces thensel ves? You operate al nost 20, 000.

MR HGEANS: That's correct.
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MR. M CARTHY: VWhat is the gross revenue from the
ganbl i ng devi ces thenselves in those 2400 outl ets?

MR, H G4 NS: Again, we have a variety of conpanies
who -- sonme of which are private and will not submt nunbers.
O her ones are public and those are ~certainly public
information. You can get those on any publicly trading conpany.
However, there are certainly nunerous conpanies that are not,
and therefore, that information is not provided.

MR. M CARTHY: Do they have to report that to the
state comm ssi on?

MR. BI BLE: They do, they do. They do report
revenue dat a.

MR. M CARTHY: All right, so the state conm ssion
woul d have the gross revenue nunber for the 2400 outlets.

MR. BIBLE: They woul d, they woul d.

MR. M CARTHY: Thank you. Do you have any
information that tells us what the revenue is from other
products other than ganbling machines in those 2400 outlets?
|"m hearing the term "nei ghborhood conveni ence store" and that
conveys a certain inpression if they go in there for other

t hi ngs, food, whatever, do you have any nunbers that would help

us - - outside of drinks and machines, can you give us any help
on the revenues, the living earned from the same of other
product s?

MR, H G3E NS: My other job is working for a conpany

called Herbst QI Conpany and we operate approxinmately 60
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convenience stores in the State of Nevada, California and
Ari zona. Once again, that is a private conpany and those
nunbers are not public information and I would not be at liberty
to discuss those in front of a public body.

MR. M CARTHY: Ckay. You made the statenent toward
the end of your testinony, "I believe | should be able to point
to at least one incident if not several where retail ganbling
had a deterious effect on sone of those individuals," neaning
pr obl ent pat hol ogi cal ganbl ers.

MR HGANS: | think you mstook ny quote. | said,
"My famly nenbers, peers, people | knew and associated with on
a regul ar basis over 30 years of ny life spent here in Nevada".

MR. McCARTHY: Oh, okay, so your closest friends and
famly nenbers are not problem or pathol ogical ganblers. You're
not addressing the patrons that conme into those 2400 outl ets.

MR, H G343 NS: No, |'m addressing nore than ny close
friends. ' m addressing people -- nost people |I know and dea
with on a regular basis whether it be in business or otherw se
in the state.

MR. M CARTHY: My question then is what steps have
you or these 2400 outlets or however many of them are joined
together as a trade association, what steps have you taken to
try to interview or survey, you know, wth a professional
organi zation the patrons that ganble in those 24 (sic) outlets
to try to define whether or not they are problem or pathol ogical

ganbl ers?
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MR, HI G NS: | don't believe any such study has
been conducted by any nenber of the Retail Gam ng Association
nor any individual at this tine. Qobviously, we did take steps
prior to any regulatory requirenents to provide information to
those individuals in the formof brochure | see you have in your
hand and the 1-800 nunber.

MR. M CARTHY: Thank you. Incidentally, 1| think
t hat --

CHAI RPERSON JAMVES: Comm ssi oner MCarthy, |'m going

to have to in the interest of tine cut you off --

MR. M CARTHY: Thank you. | think this is -- the
material in this brochure is pretty good. It's better than
others that |'ve seen around the country. | don't know how many

people are actually going to pick up this brochure and read it.
l"d like to see it in big print in signs on the wall, maybe that
woul d hel p, a gratuitous comment.

Doctor Qinn, very briefly, have you given this
Comm ssion a copy of your survey?

CHAI RPERSON JAMES: Excuse me, M. MCarthy, in the
interest of tinme and | want to get to Conm ssioner Dobson,
because he had his hand up before we go to our lunch break and
we wll have the opportunity during the break if you'd like to
di scuss this further with the paneli sts.

Comm ssi oner Dobson.

DR. DOBSON. So there, Leo.

(Laughter)
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DR. DOBSON: M. Higgins, you nmade the case for the
fact that in your view those who are conpul sive ganblers, those
who have either pathologically addicted or at |east have a
problem with ganbling are going to find a way to ganble, and
that may or may not be true. I'"'m not sure from ny perspective
but the larger question is, how did they get that way, not what
happens after they are there. But the issue of proximty and
availability is, | would think, very relevant to that issue of
how they got there, especially with regard to the young, which
i's my greatest concern.

Let nme go back to ny good friend, Comm ssioner
Wl helmMs comments. It's always a pleasure to be able to agree
with him on anything and we find ourselves in total agreenent
w th what you said. Havi ng sat here through these hearings for
whatever it is, 15 17 nonths by now, | have drawn the
conclusion that | didn't understand when we started that there
are sone forns of ganbling that appear to be nore harnful than
others and this one appears to nme, convenience ganble, to be at
the top of the list or very close to it because of that
proximty and availability of especially young people not being
able to avoid it. It's in their faces. And the concern |I have
is what are we going to do to flesh that out because our noney
for research is al nost gone.

And | would |ike to nmake that a matter of the

Conmmi ssion's work when we |eave here to tal k about what we can
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do to deal with that issue because | feel like it's one of the
nost i nportant things before us.

MR HGINS: Could | address that issue?

CHAI RPERSON JAMES: Thank you, yes, you my, M.
Hi ggi ns.

MR, HI GA NS: The operators here in Nevada are
menbers of the Retail Gamng Association, first off, do we
operate in convenience stores and grocery stores and those
| ocati ons? Certainly. Do those I|ocations have children who
cone in then? Mst certainly again. Do those | ocations cater
to children and I will take issue with the panel and Mayor Jones
on this issue. | would disagree whol eheartedly that we cater to
chi | dren.

Children certainly are part of the clientele in the
| ocati on. However, pursuant to Nevada regul ati ons, no operator
of any one of those locations is going to pronote gamng for
anyone under the age of 21 for several reasons. In nmy opinion,
one for responsibility; two, you ve got a fear of a regulatory
backl ash and losing your gamng |icense and obviously, that's
sonething that's valuable to people here in the State of Nevada.

Just as | don't believe we pronote ganbling to
pat hol ogi cal ganblers, | don't believe the convenience, as you
put it, gam ng segnent does market to children. Are there ganes
in those |ocations? Certainly, and as |'ve stated, | give ny
personal experience is that |'ve seen those ny whole life and |

don't feel that they do provide any inpetus to ganble. Once
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again, you talk about proximty. Proximty certainly may have
an effect on pathol ogical ganbling. However, if you close every
conveni ence outlet here in the State of Nevada, do you honestly
believe that the person is not going to drive the extra three or
four to five mnutes to go to another location if he or she is a
pat hol ogi cal ganbl er?

| would take issue with you if you said that you
didn't believe that would happen either. Now, if there's no
gamng in their jurisdiction, | believe that may be the case.

CHAI RPERSON JAMES: Thank you, M. Hi ggins.

DR QU NN Can | comment on that very quickly?

CHAI RPERSON JAMES: Yeah, very quickly.

DR QUI NN: The reason | have to comment on that is
this applies, perhaps, to Nevada but not South Carolina. I n
South Carolina we have a very unusual |aw that anyone can play
video poker. There is not an age limt. There is an age limt
on who can collect the w nnings. So an individual seven years
old can play video poker but he can only collect the winnings if
he's over 21.

The | owest payoff mnmachine we found in the entire
state was in a bowing alley, segregated from the nmachi nes down
by the bar where the parents played, over by the Pac Mn
machi nes where the kids played and | do not believe that that
occurred by accident.

CHAI RPERSON JAMES: Thank you, Doctor Quinn.
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DR.  DOBSON: | now have sonething even higher on ny
[ist of --

CHAI RPERSON JANMES: | want to thank each of you for
being here this norning and sharing your insights wth the
panel, with the Conm ssion. I would encourage you to stay in
touch with the Conm ssion. There's information that we nmay need
from you. Any additional information that you'd like to share
we woul d be happy to receive.

Wth that, we're going to stand in recess for lunch

until 12:50. Thank you.
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