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CHAlI RPERSON JAMES: | am very appreciative, M ke, of
your patience. He has actually had his flight changed so that he
could stay here with us a little longer this afternoon.

MR, BELLETIRE: | wouldn’t have mssed it.

CHAlI RPERSON JAMES: You wouldn’t have missed this for
anything in the world. | would have.

Having said that, Mke, | know that at Conm ssioner
Bi ble’s request, you and several others got together and put
together a nodel, a regulatory nodel. And you shared that | ast
night. And we appreciate the effort and the tine that you have
put in to present to this Comm ssion.

Wth that, | would |ike to ask you to go ahead and nake

MR, BELLETIRE: Thank you, Madam Chai r man.

I’'m Mke Belletire. As the Admnistrator of the
[I'linois Gami ng Board, | appreciate the opportunity to be wth
you this afternoon and to share with you sone of the reflections,
all of which have been catalogued in a paper that we have
provided for you called "Legislating and Regulating Casino
Gamng: A View From State Regul ators.”

It was at Chairnman Bible' s request for his subconmmttee
that | gathered together several state officials that come froma
nunber of states -- and I’'ll identify that in a nmonent -- to
sunmari ze our experiences in shaping a regulatory framework for
--and I'll put the enphasis here -- non-tribal casino gam ng.

The primary purpose of our paper, as we understood it,

was to offer background information and a foundation for states
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that mght in the future consider legislating casino-style
ganbl i ng.

The paper offers a cross-state conparative anal ysis of
our enabling legislation. And discussion is also provided as to
the key elenents of policy that regulators from several states
deem essential to the success of an effective regulatory
f ramewor k.

A secondary objective of the paper is to denonstrate to
this Conm ssion and probably to the Congress the extent to which
the several states that authorize casino-style ganbling, again,
non-tribal approach, the serious obligations of regulation.

The experiences of the states collectively denonstrate
that there is no singular, quote, "best" regulatory structure but
that all state structures have common elenents of enphasis,
practice, and personnel that are integral to successful
regul ati on.

| can’t help but take advantage of the unfortunate
circunstance that Army and M. Schwartz have had to say this
afternoon gives you sone indication of the fact that the states |
think left to their own with proper legislation can, in fact,
regul at e. And | would not encourage the federal governnent to
enter the territory where successful regulation is already
underway by the states.

I would also like to indicate how this docunent was
prepared and what it does and does not represent. Initially
regul ators, ny counterparts for the nost part from six [sic.]

states, New Jersey, Colorado, M ssissippi, Nevada, and Illinois,
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got together in a roundtable discussion in Nevada, spent about
five hours going back and forth on the topics that M. MCarthy
has outlined, the primary subject areas where we felt opinion, if
you will, and legislative content as well as regulatory content
ought to be shaped if you're going to consider |egislation.

The paper was then revised. I was the principal
author, but there were many contributors from those six states.
And then the paper was revised and sent back out to not only
those states but to the States of Louisiana, Indiana, and |owa.
Those nine states, then, collectively represent effectively 97 or
98 percent of all of the non-tribal casino ganbling in the United
States. So | think you have the reflections of the states that
do the nost here.

What this does not represent are the views of those
state authorities or comm ssions or the views of the governors or
the legislators of those states. These are the personal
reflections of individuals who have been in the position of
regul ating casino activity.

| dare say that | think to the extent that any of us
are surveyed, it represents no nore or no less than that in terns
of what we would have to say over the phone.

So it is our honest inpressions. And we sought to get
focused on what it was that mght nake a difference to other
states or to Congress and to your work in ternms of where
regul ati on ought to be oriented and what it ought to say.

Il will say this. And | want to enphasize that what

Comm ssioner Lanni said | think is inportant in any work that you
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contract for. To talk about the extent to which policies and
practices deviate from law and regulations is not our sense of
regul ati on. Qur sense of regulation is that |law and regul ation
and policy nust be synonynous.

The fact that practice that is intensity may vary from
state to state is true and while there is clearly differentiation
across states as to both what’s in law and what’s in regulation,
| don't believe that any of the states that 1’ve reflected
deviate in policy in |aw and regul ati on from one anot her.

| want to nmake a point, though, and this paper does as
well. There is no hiding the enbarrassnent to the several states
that the State of Louisiana has brought to gam ng.

| spoke with Hlary Crane about this paper. He and |
have had a nunber of discussions about their problens down there.
The fact of the mtter is -- and this is what | think
Conmi ssioner McCarthy was alluding to earlier -- that, no matter
how they’'re organized, no matter what platitudes are in their
law, no jurisdiction can regulate effectively wthout the
comm tnent of individuals to effective inplenentation and w thout
a charge from the chief executive of that entity, that state if
It’s a state, to say make this work and make it work right for
the people of this state, nor does that initial charge make al
of the right decisions automatic.

How peopl e go about this job on a day-to-day basis, how
they set priorities, what they examne on a day-to-day basis.
And where they share with the public the points of sensitivity,

enbarrassnent, or consequence is essential to effective
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regulation. So, no matter who wites the law, whether it’'s the
federal government or whether it’'s the state governnent or
whether it’s a tribe, it’s who inplenents it and their intensity
of effort in inplementing it that wll make nore of the
difference than the platitudes of |aw

What you have in the paper is a conpilation of
observations. W tried to maintain ourselves just at the end of
bei ng judgnmental. We've tried to say what belongs in |aw as we
t hi nk about it.

W' ve tried to segnent what mght be bettor in [aw and
what m ght be best in regulation, which is the inplenentation of
the | aw And we’ve also attenpted to highlight the range of
areas that are very inportant and why sone states have to pay
nore attention to some areas than other states because of the
construction of their statute or their approach.

And the mgjor factor in that regard that | think we

ought to draw sone attention to is this. I think in an honest
attenpt to, quote, "limt the proliferation of ganbling," states
like Illinois have actually limted the nunber of |icenses and

restricted their availability to certain areas.

That Jlimtation, while Ilimting ganbling actually
intensifies the problens of regulations, I don't want to suggest
that it can't be controlled. But when you have nonopoly or

exclusivity in lucrative licensure, you have the potential for
corruption or, nore informally, the kinds of practices that don’t
gi ve ganbling operations a very good nane, even if they' re not

corrupt or illegal.
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So we’'ve tried to highlight sonme of those consequences
in here. And they do play off against the well-intended effort
to say let’s Iimt this activity.

W’ ve extended a bit beyond our own expertise, although
sone of wus do regulate gam ng devices. Sonme of those that
participate in this paper do regulate gam ng devices in what we
| abel ed in the paper "alternate" or "non-casino settings."” And
" mtal king about route activity of slot machines.

W have not offered a whole |lot of comentary there
other than to be encouraging for any state that considers this to
be very, very cautious about not only the regulatory aspects
about this but about its public policy consequences because it
does represent a nuch different dinension of regulation than I
think the casino experience, particularly in the Mdwestern
states, has.

In closing, | would only want to add that | think that
since nore states have gotten into the regul atory business over
casi no ganbling, the bar has actually been raised.

|"m not going to say that to be smart to the States of
New Jersey and Nevada, who were there from the begi nning, but I
do think that the realization that it isn’t going on vacation to
Nevada and, gee, what happened there, but it’s how our people are
treated on a day-to-day basis and whether or not our state
accepts sonething into its culture that to this point in tinme has
only been accepted as an illegality is consequential. And |
think it has helped collectively to raise the bar for the sense

of judgnment and what’s acceptabl e.
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W’ ve been slow to adopt many of the things that Nevada
Is entirely confortable wth. But that’'s the beauty of the
di fferences anongst the states, that we are entirely -- for
exanple, we do not allow -- and I nentioned this when | testified
before you in May -- the nega jackpot ganes. Qur board just
doesn’'t feel confortable that that kind of get rich quick
approach to ganbling is entertainment in the sane way that it’'s
allowed and accepted in sonme of our neighboring states or in
Nevada.

The very fact that we can differentiate and we can nake
those choices | think is inportant to Illinois. And | think that
underscores the fact that regulation is not sinply making sure
everybody does sonething in the |east conmmon denom nator sense
but, rather, making sure that policy choices are exercised, not
simply regul atory choi ces.

| conplete ny remarks. And | thank you again on behal f
of nmy fellow regulators, who are identified in the paper that
| ve presented.

CHAlI RPERSON JAMES: Do all conmm ssioners have copi es of
that at this point? Yes. Thank you.

Any questions for M ke?

COW SSI ONER W LHELM Just, M. Belletire, first
want to thank you and your coll eagues very nmuch for this. | read
It last night. 1t’s | think one of the nore substantive pieces
of material the Conm ssion has received.

And unless |I'm wong, Conm ssioner Bible, you got him

to do it for nothing. So I very nuch appreciate it.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

March 18, 1999 N.G |.S. C. Washi ngton, DC Meeti ng 216

MR, BELLETIRE: [|I'methically prohibited from accepting
conpensation fromother than the Illinois Gam ng Board.

CHAlI RPERSON JAMES: Coul d you give us a list of all the
contacts?

(Laughter.)

CHAI RPERSON JAMES: A |list we have.

COMM SSI ONER W LHELM That’s our good fortune. [f 1
mght, M. Belletire, you have a reference in here to the
settings that sone states have gotten into of mnachines in
non- casi no- di shursed-type settings. And you have sone comments
about those, which, to nme at |east, seem appropriate.

I’d be interested in your thoughts on the question of
the machi nes that exist apparently in nmuch | arger nunbers than I
for one, ever realize in a lot of states, including but not
limted to yours, that are gray area nachines. They’ re either
i1legal or they would be legal if they were run the way they were
supposed to, but they aren’t really run that way. You know what
I’ mtal ki ng about.

MR, BELLETIRE: Yes.

COW SSI ONER W LHELM  Machi nes that are not --

MR, BELLETIRE: W have themin Illinois.

COW SSI ONER WLHELM  Right, a lot of them supposedly.

MR, BELLETIRE: Well, if you listen to sone people, we
have nore than | think there physically are, but yes.

COW SSI ONER W LHELM  Suffice it to say that -- and |
realize nobody knows the sure nunbers, but there are a |ot of

states in this country that have a |l ot of these machines --
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MR, BELLETIRE: Correct.

COW SSI ONER W LHELM  -- that are not |egal --

VMR, BELLETIRE: That’'s correct.

COW SSI ONER W LHELM  -- or are legal --

VR, BELLETI RE: The machines are |egal. What the

purveyors of the establishnment do and what their distributors may

do is illegal

COW SSI ONER W LHELM | would be interested in any,
either now or Jlater, thoughts you have about this and, in
particular, what the relationship is between this kind of illegal

ganbl i ng behavior and |egal ganbling behavior, if there is any
rel ationship

VMR. BELLETI RE: Let ne give you a little bit of the
[I'linois experience and offer ny own observation. These would be
per sonal observations. My board has never taken a position on
this.

[Ilinois has a ot of fraternal and private
or gani zati ons. | won’t nention the nanmes. Sonetines they have
mlitary connotations to them Organi zati ons have their bars.
And up the stairs and to the left, you'll find 25 machi nes that
are legal and licensed in Illinois. In fact, | think they even
have federal Ilicenses if I'm not m staken. And, therefore,
they’'re marked clearly for anusenent only.

They produce tickets or information that's the
equi val ent of Kewpie doll prizes that you could get out of a ski

ball, but then there are informal relationships under which the
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anount wagered and the amount won is conpensated for by the
house.

These are in Illinois, as I think in nost
jurisdictions, the responsibility of a county sheriff or the city
police departnent and the county pr osecut or to take
responsibility for. The state jurisdiction -- | have a nunber of
state police officers who work for me who are gam ng enforcenent
agents.

We have no nore authority than they do as state police
officers under any set of circunstances to enter those prem ses
and to do sonet hing about those nachi nes.

When we get a report, we report it to -- now, this may
sound like dereliction of duty, but we report it to the county
sheriff or to the municipal police departnent.

The fact that it’'s tolerated, | will share with you the
comment that our forner governor, the governor that | worked for
when this coment was nmade, said to ne when the proposal was to
| egal i ze these machines fromthe coin-operated guys that came in
sat down with him and made their pitch that: You ought to
legalize it and tax it because it's good for the state to
l egalize it and get rid of the illegal aspects of it.

The governor said that he felt as though this tended
towards encouraging the average Joe to sit down and blow his
paycheck at a | unch.

And they said: Yes, but he can do that now.

And the governor said: Yes, but I can sleep at night

because | didn’t put ny nanme behind that.
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And | think that's this political sense of this, that a
political figure has the responsibility to say not everything
that’s illegal should be tolerated, but even if it’'s going to be
tolerated, | can’t do sonething about it sinply by saying let’s
sanitize it because ny conscience is even now nore directly tied
toit. So JimEdgar when he was governor nade that observation

W make a heck of a lot of noney off of casinos. e
tax very steeply. W drew in $337 nillion in 10 casinos | ast
year. W don’t need another 20 mllion or 30 mllion from nore
ganbling in the state. And that's ny personal opinion. But
there are lots of people who want to nmake nore noney from
ganbling, and that’s why there needs to be sone caution about
authorizing nore of it. It’s still a little bit sinful in the
M dwest .

COWMWM SSI ONER W LHELM  Thank you.

COW SSI ONER LEONE: You said sonething -- and it’'s
reflected in the very thoughtful set of criteria you and your
coll eagues sat down -- about the fact that the spirit, the
political culture in which regulation takes place is as inportant
or nore inportant than the regulations that are witten down,
what appears on a piece of paper.

| believe strongly that you were right. It’s always
been sonething that has troubled ne about this area because |
also believe as a student of history that political culture
changes over tine.

And, even though I'd be the last one to say anything

bad about Louisiana, only because it’'s next to Mssissippi and it
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m ght sonmehow refl ect badly on M ssissippi, -- otherwwse |1'd tel
you what | really think -- | don’'t know why in the perspective of
history we should think that that situation is unique and that
other states with other governors and other |egislatures and
ot her pressures and other situations would not abuse or m suse
this large cash business, this |large cash cow.

You know, one of our responsibilities that we haven't
spent any tine on, although |I'"m going to talk about a little
| ater when we talk about the economics, is it’'s in the
| egi slation that we’'re supposed to |look at, the extent to which
ganbling provided revenues to state, local, and Native Anerican
tribal governnents, the extent to which possible alternative
revenue sources may exist for such governnents.

Now, that’'s actually an interesting question and
difficult question with regard to |ocal governnents. And triba
governnents, it’s even an interesting question, | would submt,
with regard to Nevada probably.

It’s actually not a very interesting question wth
regard to any place el se because in spite of how good a cash cow
this has turned out to be in a variety of places, states have
lots of alternative sources of revenues. And it's a fairly
trivial question to ask whether they could tax sonething el se and
find the noney for sonething else.

What | am concerned about, though, is that this appears
to be easy noney politically. It also would be surprising if it
didn’t becone political in the sense that it’'s a place where you

can raise a | ot of noney.
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New Jersey went into this with very strict regul ations
on contributions frompeople in the industry. On the other hand,
every law firm every devel oper, every real estate agent of any
size, lots of banks and other big businesses becane involved in
| obbyi sts, advertising firnms, got interested and had an econom c
stake in ganbling. And they all contributed to canpaigns. And
t hey have becone a powerful source of canpaign contributions at
the state level, even though the industry people can't
contribute, extrenmely powerful source of «contributions for
federal office holders, as they have el sewhere.

Again, it isn't so nuch that | see a problemw th that
today or have seen a problem with it in that state, but other
states, including Nevada, have historically gone through periods
where there were political problens and questions about their
will.

I ask two questions, therefore. This is a long
preanble. If men were angels, we wouldn’t need a regul ation, as
| always say. Maybe we shoul d have wonen doi ng the regul ating.

W can't ensure that other states won't becone |ike
Loui siana at sonme point in their history. But we mght consider
whet her there are additional things that ought to be done to
oversee governnental operations in this area; for exanple,
I ndependent audits of the governnental function in this
regul atory or whether it’s |ocal governnents, tribal governnents,
state governnents.

And | don’'t mean state auditors. Maybe there are

I ssues of transparency that ought to be in place. And sone
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pl aces are bettor than others. Maybe bipartisanship in terns of
regul atory bodies is another way to do it.
| just ask you: Wiat kinds of other insurance policies

m ght we take out for the | ong haul ?

MR, BELLETIRE: | appreciate your sensitivity and your
sense of this. Let ne comment, first of all, about the |Iong hau
and make a contrasting observation. And that is the racing
I ndustry in Illinois.

It has 75 years of history, which is about 66 years
nore history than does the Illinois Gam ng Board. To be frank
they do their regulatory thing okay. They do their background
stuff, but they are really an advocate for horse racing. That’'s
who over tinme has becone the regul ator of horse racing.

I’mnot going to speak for any other state, but | think
the pronotion of that industry is, in part, fed by its so-called
regul atory bodies or oversight bodies. I don't think that
there’s any secret to that.

Having said that, we have gone through periodic

episodes in Illinois and | know in other jurisdictions as well of
corrupt behavior or activity. And wusually the politica
structure responds. It’'s alnost inevitable -- you know, it cost
the governor a nunber of years in prison in Illinois to hold

ownership interest in a racetrack
So it happens. And there was a new broom that swept
clean those figures, and there were new and tougher changes that

were initiated in that 75-year history.
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| think there have been at |east three or four ngjor
scandals in horse racing in Illinois over the last 75 years. And
the body politic responds. W have been fortunate. N ne years,
and we still have to be hit with our first. But we wll be hit
Wi th one, |I’msure.

I think your suggestion, Conm ssioner, that you ought
to ook nore at us is, unfortunately, the real problem of the
media. They're only interested in whether ny board nenbers take
a $50 neal from sonebody in the industry, rather than interested
in the underlying scandals that the industry itself has gotten
I nt o.

One of the ways that we're handling this in Illinois is
we’'re going after what conpanies do in other states and saying:
Just because the entity you got in Illinois is operating well, if
we're not satisfied wth how you ve handled yourself in another
jurisdiction, you |l have to answer to us.

W have two investigations underway now that involve
conpani es that have had problens in Louisiana. And |I’'mnot going
to suggest where those investigations go because they're still
ongoi ng, but | have a board who will take the responsibility to
do what nust be done. That | think is how you police it when you
find it.

And | think you ought to direct the casino industry to
pay heed to what happened down in Louisiana and to start standing
up and saying: W have got conpanies within our mdst who have

made big m stakes, and they owe an apology to the rest of us.
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And | think conpany executives who engage in that
behavi or ought to be accountable for it. You don't sweep it
under the carpet, | nean. And ny job for the last four-plus

years has just been to be the board s hard-nosed son of a gun.

| nean, | step on toes. That's ny job. | don’'t nake
friends in the industry, but | think |I’ve gotten respect from a
nunber of people in this industry because | have hel ped work with
the board. And we’'ve laid out a framework. And we’ve nade it
clear that we don’t accept nonsense.

Now, would we be any better off if there were a

national authority |ooking over us? | don’t think so. | really
don’t. | honestly feel as though what they'd do is they' d tel
me: |If you don't do this, you |l end up like Louisiana.

So they’' Il start telling nme how to do sonething that

|’ve already perhaps got a different way or bettor way or
different approach to deal wth. The consequences here are
political consequences, bottomli ne.

My board is on the line. Qur governor is on the line.
The previous governor and this governor have both said to ne: W
don’t want to be near this. These are your decisions and your
board’ s deci sions.

CHAI RPERSON JAMES: M. Belletire, thank you so nuch
for that and al so, again, for rearrangi ng your travel schedule so
that you could be here this afternoon.

| woul d ask Comm ssioners to note that we have two nore
presentations on regulations. So there will be an opportunity to

talk about this alittle bit nore.
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And, again, | want to thank you and the panel nenbers
for being here and for participating in our conversation this
af t er noon.

MR. BELLETIRE: Thank you.

CHAI RPERSON JAMES: Thank you very much.

COW SSI ONER BI BLE: Could we ask, Dr. Pool, could you
provide us with a copy of your survey instrunent? |’ve never
seen that work, your <current neasure of the efficiency or
effectiveness of regulatory apparatus? Do you have a copy of the
survey instrunent, unconpleted?

DR POQOL: W do have conplete copies of survey
i nstruments for industry, tribal gamng, and regulators. | would
request that if we could finish, in the interest of the integrity
of the research process, if we could finish, our sanple
popul ati on before such tine.

| have no problem providing you with the actual survey
instrument. And Tim Kelly and Doug Seay have both been provided
wWith that instrunent.

COW SSI ONER BI BLE: | assune they nust have been part
of the process of developing it.

DR POOL: Yes, sir, that’s correct, as were, |
believe, the Research Subcommttee did receive copies of the
survey.

CHAl RPERSON JAMES: Well, if the Research Subcommittee
has it and the staff has it, | see no reason why the rest of the
Conmi ssion --

DR POOL: That's correct.
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CHAlI RPERSON JAMES: -- nenbers cannot have it.

M5. SCHWARTZ: May | just nmake one request? It is only
going to take about another week or so to conplete every single
poll we have. If you could not nake it public to people who nmay
be respondents until such time, it wll just guarantee --

COW SSI ONER  BI BLE: e have provi si ons for
confidentiality of information.

M5. SCHWARTZ: All we need is the tine to finish

admnistering it without that. So |I would nmake that request.

CHAlI RPERSON JAMES: Right. | think that’'s a reasonable
request, |I’'mcertain.

I am going to have to exercise a Ilittle bit of
restraint here -- thank you very nuch -- and rearrange our

calendar a little bit for this afternoon. W have several nore
presenters, who have been extraordinarily patient as we have gone
t hrough our tine.

There’'s also been a desire or request by staff for a
group photograph of the Comm ssion for the final report. | am
going to ask if that can be done tonorrow, as opposed to today.
Yes. Well, see, sone of you guys don't have to worry about if
It’s a bad hair day.

COW SSI ONER  LCESCHER: Staff wll be putting this
photograph up in their hones? |Is that why they want it?

CHAlI RPERSON JAMES: | don't want to know all of the
uses they’'re going to nmake of it, but I do want to take a
five-mnute break. And then we w il get right back with M.

Fi nnegan and M. Scheppach.



