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CHAI RPERSON JAMES:
At this point, I'd open it up for discussion, dialogue,
comments. Let's start with Conmm ssioner Lanni and then
we'll go to Conmm ssioner WI helm

COWMM SSI ONER LANNI : M. G eason raised an
issue that | wanted to ask counsel's advice and maybe
we can ask the executive director to check into this.
I'd like to get an opinion from counsel as to the
appropri ateness of nmenbers of this Comm ssion issuing
press releases relative to Conmm ssion business
especially prior to the hearings that we were going to
di scuss, with specific reference to Comm ssion Dobson.
Unfortunately he is not here at the nonent, but |

really would like to have sone determ nation of that.

W had discussion at a neeting in
Washington, D.C. at Dulles Airport, and as | recall
from that discussion, | think the transcripts would
support this, that we determined that all press

rel eases woul d be issued by the Comm ssion through the
Chairman, and I'd like to have an opinion from counsel
as to the appropriateness of this, for future
ref erence.

CHAI RPERSON  JAMES: Was that a Conmm ssion

press rel ease?
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COW SSI ONER LANNI : Again, | think the
transcript should be reviewed and | would Iike
counsel ' s opi ni on.

But if I may nove on to sone questions, if
| may, the question | have and maybe Ms. Paul would be
best able to answer this, is of the 37 states and the
District of Colunbia that have lotteries, how many of
those are in existence because of a vote of the people
through an initiative referendum or a ballot issue in
what ever factor?

M5. PAUL: I"'m not sure about the District
of Col unbi a. O the 37, 27 of them went before a
ball ot of the people and 10 of them were voted on by
their elected officials representing the people. So,
10 went to a legislative process, 27 went first to a
vote of the people and then through the |egislative
process to structure how they'd operate.

COW SSI ONER LANNI @ Thank you.

The second question pertains to and, again,
you don't have the benefit, | suspect you won't be here
this afternoon, but there is a gentleman naned Robert
Goodman, who represents sonething referred to as the
Uni ted St at es Ganbl i ng Resear ch Institute in

Nor t hanpt on, Massachusetts, wherever that m ght be, and
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he has a prepared report, which has been submtted to
us only in the last few nonents because it probably was
just delivered to staff in that period of tine.

But there are sone questions that he's

asking or points that he's raising that | think you'd
be far better able to answer. And if | may, from his
particul ar docunent that he wll be presenting, it

tal ks about sonme of the questionable practices that
exist in lotteries. And one he tal ks about, he says,
| ast year, the Colorado State Lottery was enbarrassed
into admtting that it had hired a behavioral research
firmcalled Mnd Sort -- it sounds kind of interesting,
George Orwellian -- which analyzed which parts of the
brain people use to ganble. The public and
| egislatures only learned of this after there were a
nunber of television and newspaper stories about this
practice. Are you famliar wth this situation?

V5. PAUL: No. I"m not, but what 1'd be
nore than happy to do is have the Colorado lottery
director provide the Conmssion with a witten response
to that question. Wat |'d be nore than happy to do is
have the Colorado Ilottery director provide the

Comm ssion with a witten response to that questions
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COWMM SSI ONER LANNI : I n Massachusetts, the
state lottery, in its zeal to increase revenues, has
shown an wunusual disregard for the mandates of the
state legislature. Last year, according to a series of
i nvestigative reports in The Boston d obe, followed by
a legislative conmttee report, the lottery was said to
have circunvented a legislative cap on advertising by
distributing $8 mllion dollars worth of free play
coupons to businesses, as a substitute currency, in
exchange for advertising and pronotion.

Again, you may not be able to respond to
this, but possibly the director from Massachusetts who
was here obviously earlier, but before I received this
docunent, | think it would be hel pful to the Conm ssion
to have point and counterpoints since M. Goodman w ||
be raising these issues and | think they're deserving
of responses.

So, with permssion of the Chair, it would
be helpful to have a response from those two

individuals to these particul ar points.

IVS. PAUL: | f it's al | possi bl e,
Comm ssioner Lanni, | will try and get responses before
this afternoon's testinmony through phone calls. If 1

can't before this afternoon's testinony, then I
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certainly will have those particular lottery directors
respond in witing.

COWMM SSI ONER  LANNI : And since this is
becoming a part of the public record, | suspect that
staff can provide you with a copy of the specific
docunents that relate those questions.

CHAI RPERSON  JAMES: I think they're
already, are they already on the back table, the
testi nony.

M5. PAUL: It's available to you back there
and we would really appreciate that.

CHAI RPERSON JAMES: No probl em

COWMM SSI ONER LANNI:  Thank you, very much.

CHAI RPERSON JAMES: Conmi ssi oner MCart hy.

COWM SSI ONER  MCCARTHY: Ms. Paul , I
appreciate that when we ask you to coment about how
|otteries in other states are running, the nere fact
that you're head of the National Association doesn't
really put you in a confortable position of critiquing
what's going on. So, I'"'m not going to ask you about
any particular practices in Colorado or elsewhere.
|'"ve read that sane story in previous newspaper

accounts of it, nor would I ask M. d eason.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

113

But I would ask either of you, starting
wth you Ms. Paul and Dr. MGowan, you too, please,
with this backdrop. This Conm ssion is undertaking a
ot of outside research and we're seeking objective
peopl e that don't cone from any particular industry or
point of view that's so conpletely dedicated on this
subject pro or con. And one of the areas we're | ooking
at are lotteries and how they're functioning because
the charge of the Congress in the enabling statute that
created this Commi ssion was to |look at the social and
econom ¢ consequences of all forns of legal ganbling in
the United States and of course, lotteries now as
enor nous revenue generators, are a part of that study.

Now, we don't have any naive assunptions
that the 37 states that have lotteries are going to be
persuaded to repeal themif there were sone case that
could be made to do that, but already in the brief tine
that we're looking at this, we see that there are
accounts of certain kinds of practices and we're not
assum ng that that's general across the states because
it's comng to us, so far, anecdotally from certain
|otteries. So it's certainly premature to suggest it's

any kind of national pattern. W don't know that.
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But with that backdrop, let ne take a
couple of quotes that you gave in your testinony, M.

Paul, and ask you to try and help us reconcile these

t hi ngs. You said it's the board's duty to maxim ze
revenues and | think | wote down that quote
accurately. Then you also said it's their duty to
operate in a socially responsible manner. Now, naybe

those two things are not always an easy fit, and let ne
ask you specifically about a couple of ideas that were
presented by the previous panel. One, do you think it
appropriate, at least in sone states where they have a
hi story of certain fornms of advertising, the Mnd Sort
i dea and so on

Is it appropriate to have sonme sort of
separate entity, whether it's a single individual,
whether it's a small comm ssion of sone kind
overseeing certain functions of the lottery operation
itself? I"'m not talking about auditing and so on
because usually there are state officials, a treasurer
or state controller who are already assigned the
responsibility and that seenms to be going all right.
|"m tal king about things |like the form of advertising
that my occur. We've got a nunber of interesting

comments on whether advertising is overreaching or not.
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And secondary, apart from advertising, |'m
tal king about the notion of, as lottery revenues go
flat, of seeking different kinds of instrunments, video
lottery termnals, is the line as it's been suggested
in earlier testinony, between what sone of the things
that casinos do and sone of the things that lotteries
do and try to getting people to bet, is that beginning
to blur a Ilittle bit and so do we need soneone
i ndependent ?

The inpression we get again and again is
that the commssions that regulate lotteries and the
directors who are the chief admnistrative officers of
those lotteries, they're doing everything they can to
maxi m ze revenue and no one is saying, wait a mnute,
we're a public body, we're a state governnent. We're
suppose to be representing a certain value structure
here. No one seens to be saying, well, gee, is that
ki nd of advertising, you know, is that correct?

And I'm not saying that this is Georgia or
Kentucky, ny inpression of Ceorgia is you folks
probably have done the best job of dedicating revenues,
you know, once you get past the question of propriety
of governnment pronoting ganbling in the first place

you folks seem to have done a good job so you don't
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have problens of gee, this is for education, but then
you have | ess appropriations going into education so is
it substitution, or is it really new noney? | nean,
you solved that in a different way. So, this isn't any
comment on either of your states. And w thout nam ng
any other states, would you comment on these coupl e of
things that |1've referred to.

M5, PAUL: Well, first of all, | think your
first question had to do wth separation, and as |
heard the | ast panel, we tal ked about it, sonme of you
and sone of the panel nenbers talked about it, is it
appropriate for the people who admnister it to oversee
it? Wthout divulging which political party, | have
worked in tw states where | worked for the
adm nistration of a governor of one political party
where the House and Senate Oversight Commttees were
controlled by the other political party. That's about
as nuch separation as you can get in terns of
over si ght.

So, the people who admnistrated the
|ottery came of the executive branch of governnent, the
oversight conmttees conme from the legislative branch
of governnent. In addition, the type of commttee

you're tal king about is exactly what exists in Georgia
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and, | believe, in Kentucky an absolutely separate
seven nenber volunteer board, who are presidents of
corporations and |lawers and CPA's, who care a great
deal about social responsibility who approve everything
that we do, to see to it that while we're maxim zing
revenues. Because t here is the belief in Georgia that
the prograns we fund are very, very inportant, that we
do so in a socially responsi bl e way.

And yet the third way that soci al
responsibility certainly beconmes audited is the fact
that every single thing that a state lottery does is
subj ect to open records and a great deal of scrutiny by
the press. So, when you're dealing with press scrutiny
of what you do, and in many instances, opponents of
your executive branch as oversight commttees of what
you do and in many instances a seven nenber board of
citizens to see to it that you respond in a socially
responsi ble way, | think there is, indeed, in many and
in fact, nost instances, the type of separation that
|'ve heard you all talk about.

MR,  GLEASON: M. MCarthy, if | mght
weigh in here, we are public entities as Rebecca said,
and | think in a very real sense, a great deal of

oversight is by the public process is, in fact,
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resi dent. I'm called before conmttees of our
| egislature to talk about the lottery, its operations.
And just wthin the last ten days was before a
| egislative commttee which was considering |egislation
with regard to adverti sing.

| think every successful head of a lottery
in North America | ooks at thensel ves as accountable to
the general public. 1've always said there's kind of a
sinple statenent that | try to go by and that is the
|ottery ought to be exactly what the citizens and the
elected officials of the state of Kentucky want it to
be. And that neans that | have to keep an ongoing
di al ogue with those individuals.

And in the state of Kentucky, for exanple,
if we choose to do video lottery, it would probably
take an act of the general assenbly for us to be able
to do so which would involve a thorough public
di scussi on of whether that was an appropriate venue for
us to pursue. In trying to admnister our social
responsibility, our board, I|ike the board of the
Ceorgia lottery, recognizes that, you know, that we
have a public obligation.

We've |ooked at what the yields out of

those forns of ganmes mght be for Kentucky and have
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adopted the philosophy that that is, and it's a fornal
stated policy found within the mnutes of the Board of
Directors of the Kentucky Lottery Corporation, that we
woul d not pursue any of those venues unless so directed
by the nenbers of the General Assenbly and the
adm ni stration of the Kentucky state governnment. That
is in a very real sense a limtation and we've all
agreed that those are the boundaries by which we'll
oper at e.

Now, obviously, financial pressures can
change a legislative body's decision as to whether they
want to go down a certain road or not, but | think we
have to rely on the public process to sort that out.

| know you, | think your history is that
you were an elected public official yourself and I
t hi nk you nust have faith in that process.

COWMM SSI ONER MCCARTHY: If | could respond,
| know Dr. MGowan has sonme remarks to nmake, | have
faith in the process. | also have a keen awareness of
t he weakness of the process and one of the things we've
been told repeatedly is that state officials at both
executive and legislative Ilevels have becone so
dependent wupon revenues comng from lotteries because

t he phil osophy of refusing to consider any kind of tax
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increase in the country has becone a sacred credo. So,
|otteries are a godsend to those who have sonme favorite
prograns that they want to spend on. And how nuch
conscious anal ysis of advertising or use of instrunents
to expand marketing of lottery sales wei ghs against the
force of the need for revenue from lotteries because
you don't want to vote for tax increases. | don't know
how that wei ghs out even assunming there are many good
people in elective office.

MR. McGOMN:.  Now, Comm ssioner MCarthy, |
think your point is well taken. One of the things that
was interesting earlier this norning that people were
making the comments about what we |earned about
lotteries early in Anerican history and the fact that
when there was the great scandal in D.C. when the
person who was running the lottery there ran off with
the noney and that closed the D.C. lottery.

But maybe we have a good lesson to learn
fromthe old lotteries. The one interesting thing the
old lotteries did, they were one time affairs. I n
other words, you built the vyard, the buildings at
Harvard Yard, you built the Erie Canal. In other
words, the state didn't get dependent. |In those days,

in other words, you had a lottery for a good purpose of
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which we're doing it now, but then that's when it
ended.

Qoviously, we're not going to end the
lottery, but | think one of the problens we're running
into right now is illustrated in nmy honme state of
Pennsyl vani a. The funds for the Pennsylvania lottery
are used for older citizens. So, it subsidizes nass
transit and it subsidizes drugs for senior citizens in
Pennsyl vani a. Well, as the price of drugs goes up,
obviously, the lottery then has to rai se nore noney.

At one point, in the State of Pennsylvani a,
the lottery conm ssioner of Pennsylvania formed the
bi ggest purchaser of drugs in the country because they
were trying to buy their own drugs in order to serve
the citizens. That's a problem | think in general
the reasons why lotteries got sold were to do the good
pur pose.

| think actually it was probably one of the
wor st things that's happened. If you're going to have a
lottery, just put it in the general fund and do not
make it specific for one purpose because as the expense
of that one purpose goes up, in this state it's used
for aid to local towns and cities. Qbviously as the

cost of a fire truck goes up or a police cruiser goes
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up, you're putting incredible pressure on the lottery
to raise nore noney because they are the people that
are paying for that. In general, | think it's a bad
idea to absolutely use lottery funds for a specific
pur pose. It's better to just keep it in the general
fund.

CHAI RPERSON  JAMES: Dr. MGowan, we did
hear a really interesting perspective this norning
taking a historical look at the lottery and how it has
evol ved, not over the years, but over the centuries.
Just for the sake of the layman, what's the difference,
and when we say lottery, it's alnbst with a very broad
brush stroke, and the lottery of a century ago and your
comments just now spark that and | don't think people
are really focusing on the difference between what they
perceive to be the lottery and a Keno gane.

MR MGOMWMN. Rght. | nean, clearly we're
tal king about before the Cvil War and up to 1840, |
woul d say that was the first round of lottery play and
then after the CGvil War, Louisiana cane out with a
wonderful lottery called the serpent which was run by
ex-Civil War generals and they were only used as a

gane.
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Clearly, by the way, technol ogy has all owed
us to have the various types of ganes that we have now,
so when we talk about earlier in history, you just had
a sinple gane where there was a sinple drawing. That
was it. Qobvi ously, today we have daily nunber ganes.
W have |otto ganes. We have the instant ganes. e
have vi deo poker. W have the Keno ganes.

In this state, nobst resaurants you walk
into, what | would say the G ound Round, not obviously
the fancy restaurants, but the regular restaurants wl|

all be playing Keno. For instance, every sports bar in

this town has a Keno gane played in it. In the old
days, let's face it, it was nore |ike the Irish
Sweepstake nentality. It was kind of neat to buy a

ticket every once in a while. Now, it's constantly put
before you so there's a difference there.

| also think it's one of the reasons why
people get tired of playing ganes because famliarity
breeds contenpt. So, once again, if you're a lottery
conm ssioner you've sonehow got to keep your players
interested, which is why the instant gane thing is a
better revenue for them

COW SSI ONER BI BLE: | have a question of

M. G eason and Ms. Paul. It's a little bit along the
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sane lines as Conm ssioner MCarthy's in terns of
i ndependent oversight and | gather, M. deason, from
your biography that you're director of the West
Virginia lottery. Wre you before or after M. Bryan?

MR. GLEASON:. Unfortunately, | was both.

COWM SSI ONER BI BLE: Wy don't you descri be
the circunstances that |led to his resignation and
eventual incarceration.

MR, GLEASON. Well, actually, M. Bryan was
convicted of contract breaking in sinple ternms and went
to federal prison. | don't know that we can throw out
the baby wth the wash. Unfortunately, you know, M.
Bryan didn't conduct hinself in an honorable way. That
lottery has continued to operate appropriately as it
should both before and after that event, but
unfortunately, he did not conduct hinself as do the

great nmmjority of lottery directors, virtually all

|ottery directors that |I'm aware of did before and
after.

COWM SSI ONER Bl BLE: And | guess ny
guestion would be, well, to both of you, what sort of

ethical conduct applies to lottery directors and the
enpl oyees and the commi ssioners in the lotteries in

your jurisdictions? And secondly, what sort of
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suitability standards do you subject your vendors to?
| notice that you both use GIECH as your vendor and as
you know, they've been involved in a Ilot of
controversy. | read a rather |engthy Fortune Magazi ne
article that suggests a large anount of w ongdoing
within the corporate structure, wthin the corporate
culture, the chairman just recently resigned after
l[itigation in Geat Britain. And |I'mcurious as to what
steps or what investigations you take to determ ne the
suitability of your vendors?

MR. GLEASON:. Well, I'll speak on behal f of
Kentucky and | think Rebecca certainly will speak on
behal f of CGeorgia. There will be simlarities in every
state | think in the U S Every vendor of a nmjor
lottery specific product in Kentucky nust undergo a
t horough background investigation, is prohibited by
statute from having any form of ganbling or felony
conviction. That is the sane standard that is inposed
as is in CGeorgia on every enployee of the lottery.

From t he standpoint of the enpl oyees, every
enpl oyee, we have a formal code of ethics that was
required for us to promul gat e and go under
adm nistrative review by our authorizing statute or

enabling |egislation. | can only speak to ny own
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experience having had seven years of experience in
dealing wwth the GIECH Corporation, and it's not up to
us to defend them obviously, but we maintain an arns
length relationship from them Qur standards require
that we can't accept even a lunch from any vendor by
our code of ethics. | have never had any experience
with GIECH whi ch was anything but honorable. And they
have always delivered the service in a high caliber
quality to the lotteries which |I've adm ni stered.

M5. PAUL: Conmm ssioner Bible, | think each
state has it's own code of ethics, depending upon what
is either in their statute devised by their board of
directors or devised by their legislature. |In Georgia,
as an exanple, every enployee goes through a crimna
background check. Al levels of managenment go through
a much nore extensive full crimnal background check
with nmenbers of the Georgia Bureau of |Investigation,
which we would call the GBI, actually flying to talk to
your, | have to fly from Georgia, | grew up in Indiana,
talk to your high school teachers and your next door
nei ghbors and anybody you've ever done business wth
Anyone you' ve every worked for, bosses, et cetera. Al
enpl oyees of the CGeorgia lottery are drug tested and

follow the code of ethics that the |egislature and our
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board have decided are the appropriate I|evel of
controls on those enpl oyees.

In terms of GIECH Corporation, in al
instances that I'maware of, there is a very open, very
public bidding process to select a vendor and certainly
in ny case, since | have zero technical skills as well
as in what | believe to be nost cases, the lottery
director doesn't serve on the evaluation commttees.
They are commttees of technical expertise et cetera to
cone through that selection process.

In Georgia's case, fromthe point in tinme
that we sign a contract until the lottery began, and
the one pressure that you both have tal ked about that
was a very real pressure, students had been given HOPE
schol arshi ps and pre-kindergarten prograns had been
opened prior to the lottery begi nning. So there was a
very close, short tine frame with which to start the
lottery and we had 67 days to install conputers wth
6,000 retailers and the performance was exenplary to
make that happen so that revenues could conme in under
the tine frames that were set up by the |l egislature.

COWM SSI ONER BI BLE: Wuld it be hel pful or
harnful to have a third-party agency review your

vendors for suitability and I think you nentioned just
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a crimnal standard? | recognize the corporation has
not been convicted of any wongdoing, although one of
its officers has been charged with a fairly substanti al
charge, | Dbelieve, out of either New York or New
Jersey, but would it be hel pful to have, to have third-
party scrutiny of your vendors in terns of suitability?

MR. GLEASON. Well, | think that's what our
background investigations are determned to do in their
suitability from a standpoint of being able to deliver
the service. W do and we retained in the case of our
request for proposal, an outside consulting firm to
help us determne the technical capabilities and help
to review that and we retained the Battel Menorial
Institute who is one of the |argest consulting firns in
the world. But fromthe standpoint, |'mnot sure--

COW SSI ONER BI BLE: And | don't nean to
put you on the spot. GIECH was invited to appear on
this panel and apparently declined.

MS.  PAUL: In terms of a third-party, our
background checks are done by the Georgia Bureau of
| nvestigation and it's the Georgia Bureau of
| nvestigation that either clears or doesn't clear

soneone that we either do business with or we hire.
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COW SSI ONER Bl BLE: s that nostly
crimnal in nature or is it also business practice in
nature? | assune you review the product.

IVS. PAUL: The Ceorgia Bureau of
| nvestigati on woul dn't judge technol ogy.

COW SSI ONER BI BLE: No. "' m thinking
about business practices versus an arrest record. D d
you review the work product? Do they submt the
investigative report to you? Do you see the
i nvestigative report?

MS. PAUL: Yes.

COWM SSI ONER BI BLE: Does it also include
crimnal justice information or does it include an
eval uation of their business practices?

M5. PAUL: l'd have to know nore of a
definition by what you nmean of evaluation of business
practices. But the Georgia Bureau of Investigation
certainly cleared the CGeorgia lottery to do business
with any of the conpanies that we do business wth.

COWM SSI ONER BI BLE: Well, for instance, do
you see a list of litigation that they're involved in,
whether they're a plaintiff or a defendant, whether
they're successful or not successful ?

M5. PAUL: Yes.
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COW SSI ONER BI BLE: You do? So, that's
included within the product that's delivered to you.

MR. GLEASON. We would review all their SEC
filings whi ch t hey have mandat ory di scl osure
requirenents of all those matters as would every
lottery in the country. And there's a great deal of
communi cation anong the lotteries as it relates to
security and busi ness practices and how t hese conpani es
have conducted thenselves, not just GIECH but every
vendor that delivers services within the industry of
t hat nature.

CHAI RPERSON JANES: How nmany, excuse ne,
how many conpanies are there in the industry that
deliver those types of services?

MR,  GLEASON: Well presently there are
three vendors who provide, who are providers, the

conput er services |ike GIECH does throughout the state-

CHAI RPERSON JAMES: I n how many states?

MR,  GLEASON: --and there's at |east two
nmore that appear to be entering the market.

CHAI RPERSON  JAMES: Ms. Paul, how nmany

states does GIECH currently manage?
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COWM SSI ONER Bl BLE: There is a |list
attached to your--

MR, GLEASON: | think they have around 26
or 28 of the jurisdictions.

COW SSI ONER BI BLE: | didn't hear your
response.

CHAI RPERSON JAMES: | 'm sorry?

MR. GLEASON. They have around 26 or 28, |
believe, of the U S. lotteries are there.

CHAI RPERSON JAMES: 28 of the United States
| otteries are managed by GIECH, is that correct?

MS. PAUL: Every lottery is managed by--

MR. GLEASON: They provide a service.

CHAI RPERSON JAMES: Provide the services.
" m sorry.

MR. GLEASON: Let ne, maybe this will help
t he panel. I'd like to clarify sonething else. W, |
said earlier we maintain an arns length relationship.
We have a very formal and detail ed contract and request
for proposal, that, you know, specified exactly what it
was that the vendor is to deliver to us. CQur contract
is 100 pages in length over and above the proposal. W
adm ni ster that contract. W hold them accountable for

the delivery of the services and if necessary we
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enforce the penalty provisions of the contract to
ensure that that happens. I nmean, every lottery in
this country takes integrity not only of its product
but of its institution and the services it delivers as
the nost inportant attribute it has to naintain the
public's confidence in it.

COW SSIONER BIBLE: But it certainly seens
to have been sone controversy attached to the industry.
| can think of, and I can't of her name in Col orado
wth Scientific Ganes, the awarding of that particular
contract, M. Bryan in West Virginia. There's been,
you know, there have been difficulties wthin the
i ndustry, sone of the practices and principally the
relationship between the vendors and the Ilottery
enpl oyees or directors.

MR. GLEASON: Ch, | think in every instance
corrective actions have been taken as necessary and
behavi or has been nodifi ed.

CHAlI RPERSON JAMES:. So, you're satisfied?

MR GLEASON: I'"'m satisfied with the way
the vendors have dealt with us. | think the lotteries
insist on integrity in the way they deal with them I
guess it's been said, | don't know whether it was said

by the panel, unfortunately you <can't legislate
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morality. |f sonebody chooses to conduct thenselves in
a less than honorable way, |'m not saying that GIECH
has, but in the case of M. Bryan, you know, the system
di d wor k.

COW SSI ONER Bl BLE: Has the lottery
association itself adopted or suggested any kind of
gui delines for ethical conduct for conpliance matters
as to how vendors deal with the state agencies?

M5. PAUL: The North Anerican Association
of State and Provincial Lotteries believes that that's
a states' rights issue and each state should determ ne
what the code of ethics should be for their state and
that certainly has taken place and that is dealt with
in every state, but it's not the association's purview
to get into the business of what the states choose or
choose not to do.

COWM SSI ONER BIBLE: So, it varies state by

state?

MS. PAUL: Yes.

MR. GLEASON: In West Virginia, for
exanple, it was statutory as to what the ethica

requirenents of all the state officials, which included
the lottery director, and the enployees in the Kentucky

or West Virginia Lottery, excuse ne.
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COW SSI ONER BI BLE: Thank you.

CHAI RPERSON JAMES: Any ot her questions?

COW SSI ONER MCCARTHY:  Just one to add on
to Conmm ssioner Bible's coment. Are you aware of
whet her the governor's association has addressed the
issue of a code of ethics in the admnistration of
state lotteries?

MR. GLEASON: No, sir. [|I'mnot.

MR.  DePHI LLI PPC | attended a council
state governnent's neeting and there was sonething
t here about that.

MS.  PAUL: I think each state takes very
seriously the integrity of its lottery and it nmay not
al wvays be the governor that you report to. In
Massachusetts as an exanple, they report to the state
treasurer. So | think each entity deals with it very
specifically but we all don't report to governors.

CHAI RPERSON JAMES: Any ot her questions?
can't believe that we're ahead of schedule, but that's
okay. That's a good thing.

Any other question or discussion for this
panel . Wll, I'd like to thank you, very nmuch for a
very interesting and very lively and very informative

di scussions and we look forward to your continued
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participation as we go through our process and thank
you for being here.

I n 1 ooking at our schedule, we're about 45
m nutes ahead of tine. VWat is the wll of the
Comm ssion at this point? | think because of our
panel i sts who are prepared to cone this afternoon that
it's alittle difficult to start earlier and because of
the public coment period, so |I would suggest that we
have a break and a good | unch.

COWMM SSI ONER LANNI @ Madam Chair ?

CHAI RPERSON JAMES:.  Yes.

COMM SSI ONER LANNI:  One matter, it's been,
during one of the breaks, it was raised and brought to
my attention that a nunber of people in the nedia are
concerned that we don't have a nedia room avail able for
them at each of our locations which would facilitate

their contacts with their various hone bases. So, on

their behalf, | am recommending that staff provide
sone. | know it's probably noney, but at the sane
time, | think we do have a responsibility, wherever

possible, to have information available to the public
as a result of the nedia. Following this, | would
respectfully request that staff consider a nanner in

which we could have this arranged, maybe through sone
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cooperative involvenment with one of the other agencies
that we tal ked about before funding.

CHAI RPERSON JANMES: W will do everything
in our effort that the nedia is accommbdated. Any--

COWM SSI ONER DOBSON:  Madam Chai r ?

CHAI RPERSON JAMES: Dr. Dobson.

COW SSI ONER DOBSON:  Would this be a good
time for me to hear of what M. Lanni said about nme in
my absence?

CHAI RPERSON  JAMES: Wy not, we need
sonet hing right before |unch

COWM SSI ONER  LANNI : Conmi ssi oner Dobson
al ways assunes the worst. Actual ly, we are graduates
of the sanme alma mater, have the sane feelings on a
nunber of different issues.

My comment that | raised, M. Dobson, in
your absence, was the determ nation and the request of
t he determ nation of counsel to this Conm ssion, as to
the appropriate aspect of any nenber of the Conm ssion
issuing reports relative to the Conm ssion's work. I
had understood at our discussions in Dulles Airport
sone few neetings ago, that all press releases relative
to the Comm ssion work were going to be handl ed through

the chair and through the Conmm ssion's offices itself.
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And | nmerely asked for an interpretation of the
appropriateness of any Conmm ssioner, obviously wth
reference to your recent press release relative to this
nmeeti ng here in Boston.

COW SSI ONER DOBSON: It's that sinple. I
would recall that the decision was, which is very
appropriate that any official st at ement by the
Comm ssion should be released through the Conm ssion
staff and with the approval of the Conm ssioners. That
does not nean that each of us is nuzzled with reference
to our own opinions, and I wll not be so nuzzled. I
have a radio program everyday and | wll talk about
this subject or anything else that | choose to. And
Il"m not going to ask the Comm ssion what | can talk
about, nor wll | ask who I can talk to on the press,
in the press, as a private individual.

As a matter of fact, a nmenber of this
Commission is quoted in the Las Vegas Sun yesterday,
so, again, | don't know what the rules are but they're
going to apply equally to everybody, and I'm not going
to be nuzzled for a year and a half and not be able to
express ny own views about the work of this Conm ssion.

| f that disappoints you, |I'msorry.
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COWMM SSI ONER LANNI: Comm ssi oner Dobson, |

merely have asked for a legal opinion. |If that upsets
you, you'll have to be upset.
COW SSI ONER DOBSON: | al so understand you

made a coment about ny not being here the last 30

m nut es?

COWMM SSI ONER LANNI:  No, ny comment, again,
sir, I wsh you weren't so defensive, really, but the
point was very sinple. | nerely said | w sh--

COWMM SSI ONER DOBSON: If you didn't attack
me, | would not be so defensive.

COWM SSI ONER LANNI :  Conmi ssi oner, | am not
attacki ng you. If you feel it's an attack, that is
certainly your right. My point was that | commented,

and again, you always like to quote ne when you' re not
here and you should really be here to hear ne if you
want to do that. | nerely said, I"'msorry--

COWMM SSI ONER  DOBSON: That's why | asked
what you were saying, M. Lanni.

COW SSI ONER  LANNI : I wll say, M.
G eason raised the issue that rem nded ne about, he had
referred to coments that you had nade. As a result of
that, it remnded nme that it was a question | wanted to

put before counsel of this Comm ssion. | began the
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comments, the transcripts, once again, as | indicated
to you once before in a prior neeting, wll indicate
that | said I w sh Conm ssioner Dobson were here. I

wasn't conplaining about the fact that you had, for
what ever reasons, | think each of us have stepped out
fromtime to tinme. And | certainly do not begrudge you
or nyself the right to do that.

| nerely stated that | was sorry that you
weren't here, but | know that representatives of your
organi zati on and you personally were here, so | did not
t hi nk that you woul d not get the nessage.

COWM SSI ONER DOBSON: | got it.

CHAI RPERSON JAMES: Let nme just take the
Chair's prerogative to say that | am happy to turn this
over to counsel to take a |ook at. But | do believe
that when we discussed this issue that it was very
clear that individual nenbers could continue to nake
any kind of statenments that they felt or deened
appropriate, but that they would not represent the
views of the Conm ssion. And when | asked to see a
copy of the press release, and it was rel eased on Focus
on the Famly stationary and it was Dr. Dobson's
opinion and he was releasing information that had been

collected by his organization. Having said that, if
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you'd like further clarification, I'd have no problem
with asking M. Terwilliger to |look at that and | ook at
it in terns of our particular rules operating
commi ssi on.

We have nine very outspoken individuals and
| doubt that any one of themw /|| be ever nuzzled, and
| doubt that anyone would ever even hint at the
suggestion that any individual menber of this
Commi ssion could not or should not address the nedia to
represent their own particular views. And having said
t hat, - -

COWM SSI ONER BIBLE: Well, | want to add ny
per spective- -

CHAI RPERSON JAMES: Absol utely.

COWM SSI ONER BI BLE:  From ny perspective, |
really don't care what any mnenber of the Conm ssion
says in terns of the radio shows or their private life
or what they talk about to reporters. | would kind of
like to see a copy of the press release if you' re going
to issue one so | at |east have a chance to take a | ook
at it before | have a reporter on the phone asking ne
to comment on it. That's just a procedural aspect. |

don't think is a particularly--
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COW SSI ONER DOBSON: I'"d be happy to send
copies of any press releases to every nenber of the
Comm ssi on. | would assunme that you would not think
that would apply to interviews as well?

COWM SSI ONER Bl BLE: Oh, no, just press
rel eases.

COW SSI ONER W LHELM All I can say is
you' d better |oad up your fax machine.

COW SSI ONER Bl BLE: Wl |, it's just
hel pful though if you read the docunent before you have
a reporter reading it to you and asking you to respond.

CHAI RPERSON JAMES: You know, | think we
all suffer under that. | had a reporter calling ne
|ast week asking about a letter that was from a
governor, and I had to call and get sonmeone to send it
to ne because he released it to the press before he
sent it to ne.

COW SSI ONER BI BLE: And that's going to
happen.

CHAlI RPERSON JAMES: And that's going to
happen. But in the interest of communication, | think
it is helpful when we share those things with fellow
Comm ssioners, and | don't think we're going to nuzzle

up here. That's not going to happen.
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Comm ssi oner Leone.

COW SSI ONER LEONE: | do have, |
certainly don't want this to be msconstrued as a
negati ve comrent about the press which, of course, |
woul d never make, but | do think that in the interest
of noving the discussion along constructively, one of
the problens we have is that sonetinmes the only way it
seens possible to conmmunicate on the substance of
matters or to inject our opinions or reactions into the
proceedi ngs is because a reporter, they don't stop ne
or Paul here, but they stop sone of the people who have
much hi gher profiles, quite appropriately and then the
comments conme back to us and maybe one way too, | don't
think we're dealing with people who are shy in ny
col | eagues.

| think maybe one way is to build into the
program sone opportunity for us to talk. Since we're
in the public anyway and we're tal king about things

that are going to be reported in the press anyway,

first of all, | think give the press a better story
which, of course, is not a trivial goal, but in
addition, | think it would be healthier for the

meeti ngs of the group.
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|, you know, often feel left out, and I
don't want to inportune people to keep you sure and | et
me, give nme a heads up. Frankly, nobody even asked ne
to comment on the coments, so I'm in pretty good
shape, but I'minterested. |I'mcurious. | like to--

CHAI RPERSON JAMES: Now, Dick, when you
talk about nore opportunity to talk, you nmean in an
i nformal setting?

COWM SSI ONER LEONE:  Anong ourselves in an

informal way as we're doing now. | think--

CHAI RPERSON  JAMES: Wwell, we've got 45
m nut es.

COW SSI ONER LEONE: |"m not proposing it.
|"'m not ready, but | do think that m ght be a useful
thing to do and | think, 1'd urge ny coll eagues, fellow

Comm ssioners to conme forward with their coments as
we' re goi ng al ong.

CHAI RPERSON JAMES: Yes. And you know t hat
| try periodically to include such things like that in
our schedule and in our agenda to sort of force that to
happen. But by the same token, | think if the
Comm ssion continues to operate under one of ny old
axioms, which is never attribute to malice what can

nore easily be attributed to , and then fill
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in the blank, and if we hold each other to that
standard, we'll be just fine.

|'"d be happy to sit here. W don't have to
| eave and we can chat. W can talk and bond. | think
we should all have a group hug.

Wth that, the Conm ssion needs to recess
until after |unch.

(Wher eupon, at 12:17 p.m, the neeting was

adj ourned for a |uncheon recess.)



