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CHAIl RMAN JAMES: M. MCorm ck?

MR, McCORM CK: Last week | publicly released a
prelimnary report from an ongoing study being conducted by ny
firm | understand froma few people that sonme of the coments
made created a stir, and thus, I'mglad to have an opportunity to
el aborate and clarify sone of ny observations.

The graph on the first page shows the steady increase
in bankruptcy filings in Biloxi since 1993. The purpose of our
study is to see what inpact, if any, legalized ganbling had on
the Gulf Coast with respect to consuner bankruptcies.

W recognize there's a strong bias in the data
because of the individual's reluctance to admt the existence of
a potential problemw th ganbling or because whatever anounts the
i ndi vidual has lost are, in his or her opinion, too negligible to
warrant reporting.

For instance, at |east ten percent of our clients are
casi no enpl oyees. However, alnobst none admt to | osing any noney
at the casinos. On the other hand, we recognize that a
countervailing bias exists in the data because we've asked our
clients to report any loss from ganbling regardl ess of the anount
| ost.

As the data will show, seven of the 21 debtors with
reported ganbling |osses lost |ess than $100. This nmay suggest
an overreporting of ganbling problenms since these anobunts are
nore reflective of a casual ganbler who ganbles once or twice a
year for entertai nment purposes only.

Anal ysis of the data was broken up into three groups.
First, various statistical neasurenents were performed on the

entire group of debtors making up the first 100 petitions filed

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS

1323 RHODE ISLAND AVE., N.W.
(9ND\ 224_1422 WAQHINRTAN N~ 2NNNR-27N1T  wasnar nan Irnrnce ~n m



© 00 ~N oo o b~ w Nk

N N N N N N N N NN P P P P PP PR R,
© 0O N oo U DM W N P O © 0 N O O N~ W N P O

Septenber 10, 1998 N G1.S.C. Biloxi Meeting vy
by the Biloxi office of our organization. Next, the Chapter 7
debtors were exam ned and finally the Chapter 13 debtors.

The total reported loss fromganbling for the entire
group was $64, 770, yielding an average dollar loss for the entire
group of $647. The highest dollar |oss was 28,700. O the 100
petitions filed, 21 reported ganbling | osses on the statenent of
financial affairs in their bankruptcy schedul es. The average
dollar I oss fromganbling for those 21 debtors was $3, 000.

| recognize that the foregoing only addresses the
i ssue of what inpact ganbling has had on M ssissippi on a nmacro
level. What |I'd like to do now is bring this analysis down to a
mcro |evel and relay the experiences of three couples that |'ve
personal |y represented since May 1997.

The experiences of these three couples denonstrate
that people from varying backgrounds and all walks of life can
qgui ckly succunb to a ganbling addiction. The first couple I'd
like to discuss is fromBay Mnette, Al abama, which is about one
and one-half hours from here.

We'll call this couple Bill and WI na.

| chose to talk about them because they were the
first couple | ever encountered with ganbling | osses in excess of
$10, 000 and because Bill and Wl nma are unique in that each spouse
was guilty of having a ganbling problem

Usually when a couple enters ny office and it is
reveal ed that there are large ganbling | osses, it was one spouse
responsi ble for the | osses. Wen Bill and WIna retained our
firm to file a bankruptcy proceeding on their behalf,

di scovered they had lost $2,000 from ganbling just ten days

bef or e.
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The reason for this last ganbling spree was that they
had received a final demand letter fromone of their credit card
conpanies, threatening to sue if they did not imrediately pay
$10, 000. Their theory was that they would give the casinos one
last try in an attenpt to raise the required funds.

| personally gave the clients the phone nunber to
Ganbl ers Anonynous on several occasions but they refused to call.

Qur office filed a Chapter 13 proceeding for Bill and
Wlm, but as they signed their petition, they declared and
di scussed, this is sick, when they were confronted with the fact
that they woul d be paying back their debts at $700 a nonth, even
t hough they were only going to have to pay a portion of the
$70,000 lost in slot machi nes and at the bl ackjack tables.

| should probably end this story by letting you know
that Bill and WIlnma had to sell their honme only two years prior
to pay off their previous ganbling debts and are now living in a
nobi | e hone.

Before | continue, it's probably best if | digress
for a nonent to briefly explain a few features of the Bankruptcy
Code for the benefit of those on the comm ssion, the panel and in
t he audi ence who have little famliarity with Title 11

The two chapters of the Bankruptcy Code that provide
relief for individual consuners are Chapter 7 and Chapter 13. An
i ndi vidual can obtain a discharge of nobst debts under Chapter 7
through a liquidation process although 95 percent of the tine
exenption | aws protect the debtor fromlosing any assets.

Chapter 13 allows a consunmer debtor to pay back

secured creditors and a percentage of their unsecured debts,
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depending on their disposable incone, over a period of 36 to 60
nont hs.

Section 523 of the Bankruptcy Code provides that cash
advances of $1,000 or nore incurred on credit cards within 60
days of filing for bankruptcy protection are presuned to be non-
di schargeable if the creditor objects.

In addition, since the Bankruptcy Code provides that
debts procured through fraud are also non-dischargeable, nany
bankruptcy courts have accepted the argunent of <credit card
i ssuers that each use of a credit card entails a representation
by the cardholder that he or she has both the ability and the
intent to repay.

Thus, huge cash advances wi t hout subsequent repaynent
constitute msrepresentations sufficient to render the debt non-
di schargeabl e under a theory of fraud. Al though debts procured
through fraud are not dischargeable under Chapter 7, Chapter 13
provi des a broader discharge and cash advances can be paid back
at the same percentage as ot her unsecured debts.

Thus, a ganbler who has funded his addiction wth
credit card cash advances may be advised to seek protection under
Chapter 13 instead of Chapter 7 to avoid the denial of discharge
of certain debts and the consequent attorney fees involved wth
having to defend adversary proceedi ngs.

The next couple I'mgoing to talk about is George and
Mar garet from Mobil e, Al abama, which should al so denbnstrate that
the problem addiction affects not only M ssissippi residents but
out-of-state visitors within close proximty of our casinos.

CGeorge was a retired executive. He and his wife were

very sophisticated people who were used to being in control and
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feeling smarter than others. They had becone accustoned to an
expensive lifestyle over the years. Their spending failed to
sl ow down when Ceorge retired

Mar garet spent nuch of the tinme visiting her son in
Mont gonery so CGeorge took the opportunity to visit the casinos.
Hs ganbling trips and their expensive |lifestyle were funded with
credit cards, and unfortunately, withdrawals fromhis | RA

Due to poor financial planning, CGeorge ended up ow ng
approximately $50,000 to the IRS for these w thdrawals. They
didn't have the incone to contribute noney to a Chapter 13,
especially since George's health prevented him from working much
| onger at the job he'd now obtained in an attenpt to gain sone
control over the couple's finances.

Furthernore, they had been nmking paynments on their
credit cards. Thus, we decided to try a Chapter 7. GCeorge and
Margaret were fortunate to receive a discharge fromall of their
debts except the I|IRS taxes. However, this discharge was not
wi t hout cost.

Since Al abama's honestead exenption only allows the
debtor to protect $5,000 of equity in his or her hone, which is
much | ower than the $75,000 allowed in M ssissippi, and since the
equity in their honme exceeded this anount, George and Margaret
had to borrow $10,000 fromrelatives to save their hone.

This nmoney had to be paid over to the Chapter 7
trustee for the benefit of their creditors. Overal I, however,
the clients were happy about only having to pay $10,000 to get
rid of $80,000 in credit card debts.

The final couple I'd like to discuss is Jimand Angel

who are residents of Ocean Springs, M ssissippi. This couple's
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story is another exanple of how sophisticated, upper m ddl e-cl ass
people can destroy their finances and credit history in a
relatively short period of tine.

Both Jim and Angel had excellent |obs. In fact,
t heir conbined gross nonthly i ncome exceeded $5,000. But $28, 000
worth of credit card advances by Jim for ganbling in 1997 al one
qui ckly becane an overwhel m ng obst acl e.

In any event, Jim will have alnost $1100 deducted
from his paycheck every two weeks for the next 48 nonths for his
Chapter 13 planned paynents. |In addition to paying their secured
creditors over this tine, their confirned Chapter 13 plan
proposes to pay their unsecured creditors over $100,000, which is
the nost |'ve ever filed in a 100 percent case.

Also on the down side, both Jim and Angel's credit
histories will have a significant black mark for ten years and
Jim faces the risk that others at work will becone aware of his
ganbl i ng probl em

This week, and it is a short week because of the
hol i day Monday, |1've already three individuals in nmy office with
over $10,000 in ganbling | osses. Yesterday, a lady cane into ny
office and she had $100,000 in credit card debts and she
estimated that half of that was from ganbling over the past year.

One of the comments | nmade | ast week that some people
took issue with was ny opinion that the elimnation of |egalized
ganbling would bring about an econom c depression never before
seen in Mssissippi. Alownme to clarify.

First, as a Christian, | am norally opposed to an

i ndustry that makes its profits by preying on those with little
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self-control. The whole concept of |egalized ganbling is norally
deneani ng.

That bei ng said, however, |'mnot naive or so cl osed-

m nded to ignore the positive econom c benefits that the casinos

have brought to this region. It is unlikely that the hotels
woul d be filled. Moreover, | doubt that the unenploynent rate
woul d ever be so |ow again. In fact, it probably would be

astronom cal

| would not go so far, however, to call the Qlf
Coast's economic gromh a mracle. | say this for a few reasons.
First, ny definition of a mracle is limted to events like the
parting of the Red Sea.

Second, our |ocal econony has becone too dependent on
t he casi nos. Eventually a saturation point will be reached or
perhaps other fads wll replace ganbling. What happens if
Congress passes legislation to outlaw or significantly restrict
casi no operations? What happens if a voter initiative to
elimnate ganbling is successful ?

If the cities of the Mssissippi Gulf Coast do not
want to becone |like the small cities of Pennsylvania that becane
ghost towns in the late '70s when the local steel mll closed, we
need to attract other industries.

But unlike those steel workers who depended on those
jobs for 20 or 30 years, those enployed by the casino industry
are clinging to a fal se hope. There is trenendous turnover in
the industry and it will only becone worse as experienced deal ers

and ot her casino veterans nove to the Coast to neet the demand.
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Third, in the sumrer of '97 before we opened an
office in Biloxi, | visited the Gand Casino in Gl fport because
|'d never seen the inside of a casino.

In addition to noticing the thousands of slot
machi nes and the hundreds of people who seened less able to
afford to | ose noney than nyself, | noticed that the dealers and
ot her casi no enpl oyees had badges that indicate where they lived
or fromwhere they had noved to Mssissippi. | was surprised at
t he nunber of people fromout of town and out of state.

The sane holds for many of the casino enpl oyees that
| represent. They've cone from other states that had ganbling
such as Florida, New Jersey or Nevada. To suggest that nany of
the new jobs created by the industry have gone to outsiders
instead of the residents and taxpayers of the M ssissippi Qlf
Coast .

| al so recogni ze there's significant social costs and
ot her negatives that acconpany casinos. To begin with, |ast year
USA Today reported that ganbling debts contributed to only 2
percent of personal bankruptcy filings. However, the data from
my study suggests that ganmbling and the proximty of casinos
contributes to a much hi gher percentage.

Al t hough auto theft, burglaries and hom ci des were at
a 5-year low in '"97 in the Cty of Biloxi, the Coast Crine
Comm ssion statistics released in March revealed that, conpared
to 1993, large cities are up 40 percent and still on the
i ncrease. The nunber of assaults is also 268 percent higher.

Both drug arrests and DU arrests are down fromtheir
5-year highs in '96 but still up 49 percent and 187 percent,

respectively, since '93. It does not seemillogical to conclude
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that free alcohol at the casinos and the stress of personal
finances brought on by ganbling addiction are major contributors
to the rise in assaults, thefts and substance abuse.

Perhaps what nay be in order is that the casinos
should help coordinate a joint effort with the Visitors Bureau,
Chanber of Commerce and tourismentities to educate visitors that
the casino should be seen as a form of entertainnent not a get
rich quick opportunity.

In addition, the casinos should conduct simlar
education as part of the introductory training a new enployee
receives. This should help reduce the problem of addiction and
go a long way in reducing the negative imge the casinos have.
After all, I'msure the casinos would |ike to be viewed as a form
of entertainnent rather than an industry that preys on those with
little self-control

Wiile on the subject of education, why is it that a
recent bond issue for education recently failed in Biloxi?
Perhaps a | arge group of people in the area feel that the casinos
should be contributing nore to the |ocal econony. After all
isn't that what the Gulf Coast residents were pronm sed six years
ago?

| also understand that when the Beau Rivage opens
next year, many of the enployees will be from out of state,
particularly Nevada. This neans nore famlies and nore children
to further burden our schools.

3.2 percent seens a ridiculously low |evel of tax on
casi no revenues when you consider the social costs brought on by
t he casinos, the current state of our public education system and

the conditions of our roads and sidewal ks i n downtown Bil oxi.
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If we accept the fact that casinos are here to stay,
then | think nost residents would agree that instead of the
profits being siphoned out of state, the casino should nake good
on their prom se and contribute nore to the | ocal econony.

In other words, instead of choosing |'ma part of the
M ssissippi mracle as ny notto, | have selected if the casinos
are here to stay, nake them pay.

Ladi es and gentlenen of the comm ssion, | thank you
for the opportunity to speak today and | hope ny conmments
contribute to an inforned analysis of ganbling in our region.
Pl ease know that if | can be of further assistance to your

mssion, |I'll be nore than happy to contri bute.
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