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Novenber 11, 1998 N G 1.S.C Las Vegas Meeting lo/

MR BIBLE: M. Faiss?

MR. FAl SS: Chai rman, nenbers of the Conm ssion, |
appreciate the privilege of appearing before you. | am Bob
Fai ss. I'"'m the director of the Gam ng Law Practice at Lionel
Sawyer, & Collins which is the largest law firmin Nevada.

| fornmerly was an assistant executive secretary to
the first Nevada Gami ng Conmm ssion for which in 1963 | wote the
first governnment publication on the history, economcs, and
control of what was then the only casino jurisdiction in the
country.

| also was executive assistant to Governor G ant

Sawer who fashi oned Nevada' s present system of gaming control 39

years ago.

As | listen to the discussion on statistics that put
Las Vegas in an unfavorable light, | recalled | had to deal with
those statistics. In those days they were crine statistics which

regularly listed Nevada nunber one. And in fact those statistics
were wong because they used the wong popul ation figures. Qur
popul ati ons was growi ng so fast that the popul ati on base used for
any statistics was outdated. It had not considered the billions
of visitors who cane to town at any particular tine.

One of the subjects nmentioned was our suicide rate as

Comm ssion Bible pointed out. That did not factor in 31 mllion
visitors. It did not factor in our population gromh since the
figures were taken -- basis for that. It did not factor in that
our metropolitan area includes all the towns in this county
including sonme as far away as 90 mles. Did not say that the
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sui cide for which our, we are given blame cone fromfar away and
even from ot her states.

People who attenpt to commt suicide in Arizona and
California are brought here for treatnent because of our superior
medi cal facilities. If those suicide attenpts are successful
then that blanme goes to Las Vegas. And | nention that only to
say that | support what Conm ssioner Wl helm said that the work
of the Comm ssion is so vital. That | hope you'll not base any
deci sion you nake on bear statistics, that you have enpirical
data and you have the basis for it and not dwell on figures
al one. And | have great respect for this Comm ssion and |
appreciate the job that each one of you is doing.

In 1997 Nevada casi nos reported gross gam ng revenue
of approximately $7.5 billion. Credit play is estimated to
account for approximately 10 percent of that figure. G oss
gami ng revenue is essentially the total amount of cash won and
credit collected mnus the total anobunt paid out as | osses.

Credit play occurs when a patron borrows noney from a
casino to allow the patron to make wagers. Credit play nust be
di stingui shed fromother types of credit involving the patron.

A patron who borrows noney from independent third
parties, such as credit card conpanies, and then uses the
borrowed noney to ganble is not engaging in credit play with that
casi no. The majority of credit in Nevada is given to the nost
upscale clientele or in popular terms, the high roller. Many
high rollers are residents of another country. They are the
ganbl ers who may be given conplinentary roons and anenities and
who may be reinbursed for their airfare and other expenses.
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These are astute ganblers who may arrange percent discounts on
the amount they will have to repay prior to the credit being
ext ended. These experienced ganblers seek every advantage to
reduce the price that they pay to ganble.

For many ganblers, the high rollers or otherw se,
credit often is a matter of conveni ence and personal safety. By
pl aying on credit they do not have to travel with |arge anounts
of cash or wire transfer noney to the casino.

Casino credit is only granted to a player at his or
her specific request and only in the anount requested by the
pl ayer is such anmount is warranted. Casinos do not publicly
advertise the availability of credit to attract patrons.

A patron requests credit by conpleting an application
form In Nevada the typical form does not request information
regarding a patron's incone or current assets and liabilities.
Nevada Gam ng Regul ations 6.120 requires a casino to docunent the
information on which it relied in issuing credit.

Nevada casinos nust satisfy not only that regulation
but also internal control procedures. The casinos’ internal
control systemis continually evaluated by the regulators and by
the casinos' independent accountants who nust report any
deficiencies to the Gam ng Control Board. The failure to conply
with its internal control system may subject the casino to
di sci plinary action.

If the patron has established credit at another
casino, the casino at which the patron is seeking credit wll
contact Central Credit, an independent credit reporting agency
that maintains information provided to it by the casinos. |If the
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patron does not have established credit, the inquiring casino
wi Il generally contact an independent credit reporting agency for
credit information.

Once the casino obtains the information, casino
executives review the information and then mneke a business
determ nation based on their experience as to whether the
i nformati on obtained about the patron justifies the extension of
credit requested. These executives are in all cases individuals
who have either been |licensed by or report as a key enployee to

the Nevada Gami ng attorneys, Nevada Gam ng control regulators,

excuse ne.

Once credit is established the patron my wager
against the credit Iline. The patron wusually w thdraws while
playing at a table game as only a small portion of credit

custoners play slot machines.

After conpleting the necessary procedures, the patron
is requested to sign a counter check known as a narker which
evi dences the anount of the draw. If the patron wins then the
outstanding markers are redeenmed with the w nnings. If the
patron | oses then nmarkers are retained in the casino cage unti
redeened or deposited for paynent.

Mar kers that remain unpaid at the end of the patron's
visit are custonmarily redeenmed by the patron within 30 days. |If
a patron does not tinely pay his debt the casino begins an
i n-house collection process. Only bonded, duly Ilicensed
col | ection agenci es or a casi no | i censee, enpl oyees,
representatives, or attorneys may collect a Nevada Ganm ng debt
froma patron

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



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27

Novenber 11, 1998 N G 1.S.C Las Vegas Meeting 171

A casino that wuses inproper nethods to collect a
gamng debt is subject to disciplinary action by the Gam ng
Control Board.

Very few Nevada casino debts are collected through
judicial process. It was not wuntil 1983 that the Nevada
| egi slature authorized casinos to enforce gamng debts in court.
Today Nevada casinos have the full range of legal renedies
provided for any other legally enforceable debt. Mst patrons in
Nevada repay their debts to the casino in a tinely manner. The
bad debt expense of Nevada casinos is only 2.2 percent of gross
gam ng revenue.

Vell run casinos are prudent in their lending
practices which are directed by sone of the nobst educated and
experienced and tal ented executives in the gam ng industry.

Coul d 1 ong range casi no planning dictate that casinos
not allow patrons to borrow nore than they can afford to repay?
There are several reasons for this:

First, if the loan is not repaid the transaction was
a failure. Second, a casino has no collateral for the |[oan.
Third, casinos do not charge any interest on credit play.
Fourth, casinos want to retain a patron's business. |If a patron
is granted nore credit than he can afford to repay, the casino
will not collect the debt and may |ose that patron and that
patron's friends forever.

Finally, a casino that has issued credit unw sely nmay
be taxed by the Gami ng Control Board for the anount of the |oan
even though the patron has not repaid it.
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The industry believes that it exercises care by
extending credit only to those whose personal hi story
denonstrates a responsible attitude toward credit obligations and
the financial ability to pay. The Nevada industry through its
i ndi vi dual nenbers and the Nevada Resort Association Task Force
for responsible gamng has worked closely with Nevada Gam ng
Aut horities and the Nevada Counsel on Problem Ganbling to support
a Nevada Gam ng regulation that, anong other things, requires
casi nos to adopt a program allow ng patrons to exclude thensel ves
fromreceiving casino credit and check cashing privileges.

Wi | e Nevada casi nos since 1931 have granted credit,
automated teller machines were only introduced in Nevada casi nos
during the late 1980's. The trend to use ATMs is not unique to
Nevada casi nos. Country wi de the nunber ATMs increased 29
percent between 1996 and 1997. ATMs are offered by casinos as a
conveni ence to their customers. There is no record avail abl e of
t he anount annually w thdrawn from ATM machi nes at Nevada Ganmi ng
establishment. But even if there was there is no reliable nethod
to estinmate what percentage is ganbl ed. There are a nunber of
ot her products and services to purchase at casino resorts and
gam ng accounts are only about one- half of the revenue in the
noder n casi no.

One study by a Las Vegas strip casino showed no
correlation between ATM wi t hdrawal s and casi no w n. That study
showed t he volunme of ATM wi t hdrawal s i ncreased 30 percent between
June 1994 and Decenber 1997. So either patrons did not ganble
that additional noney or they won because over that sane period
casino win actually decreased.
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Further the presence of ATMs apparently has not
caused visitors to overextend thensel ves. According to a review
of figures from Las Vegas Convention and Visitor's Authority and
the state Gam ng Control Board, the average ganbling budget per
day of the Las Vegas visitor in 1997 increased only $9.00 per day
from 1982 before the ATM machi nes were introduced.

In addition to ATM s nmany Nevada casinos offer their
patrons the convenience of credit card advance machi nes. Nevada
does not allow credit cards to be used at gam ng devices or at
ganes. [Each credit card conpany that issues a credit card to its
custoner nust nmake its own determnation that its custonmer has
the ability to repay the amount of <credit authorized by the
company. The casino in which the credit card advance is drawn
does not nmake that determ nation.

Nevada's new regulation to address problem ganbling
al so requires Nevada casinos to post signs on all ATMs and
credit card advance nachines identifying where patrons wth
ganbl i ng problenms may turn for help.

There are sone who claim that ganbling credit is
driving casino patrons into bankruptcy. This argunent | suggest
is not supported by enmpirically valid scientific studies in
Nevada. @ The Nevada experience in fact rebuts the argunment that
gaming credit is a major factor in bankruptcy filings. Las Vegas
conpares favorably to other cities with bankruptcies filings for
1997, ranking 65th anong netropolitan areas in bankruptcy per

capita according to the Anerican Bankruptcy Institute.
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A 1996 U . S. A Today survey of 522 bankruptcy filers
found that only two percent listed ganbling as a major factor.
That is the Nevada experience.

For instance one casino reported that over a period
of nore than four years only 346 credit patrons out of nore that
200,000 had filed for bankruptcy. Anot her reported that out of
approximately 9,000 active credit accounts in 1997 the casi no was
listed as a creditor in only ten bankruptcy proceedings in that
year.

There is not a great deal of research so in
preparation for this testinony | asked nmy bankruptcy partner,
Laurel Davis (ph) if she wouldn't | ook at the bankruptcy filings
this year in Las Vegas. She did and gave freely of her tinme to
do that. She sanpled 509 cases of the nore than 11, 000
bankruptcy cases filed in Las Vegas this year. She found that
only 58 debtors anong the sanple of 508 |isted any gam ng | osses
during the preceding year and out of that total of 508 only one
when he went into bankruptcy listed a gam ng debt to a casi no.

Now | do not offer this as representative of anything
except those are the results for 508 cases sited at random

11 close by suggesting this that patron credit has
been a part of the Nevada Ganming industry since wagering was
authorized by the legislature in 1931. As with many other
aspects of casinos in this state, credit practices and the
government regulation of those practices have evolved over
decades. Both regulatory and busi ness deci sions have been based
on experience. Result, | believe you will find is a tine tested
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1 conponent of the nation's oldest casino industry that functions
2 efficiently and responsibility.

3 CHAI RPERSON JAMES: Thank you.
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