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CHAIR JAMES: Al right, John, sports wagering.

DR, SHOSKY: Thank you, Madam Chair. In terms of
sports wagering, ny explanation will be a little bit different
than for the past chapters that we have dealt with so far. This
Is actually the second draft of the sports wagering chapter.

You may recall, in the report of the subconmttee
neeting that we had a few weeks ago, Conmm ssioner Lanni and
ot hers asked that we prepare the second drafts and have them out
as soon as we could, and we tried to do that.

The sports wagering chapter, in the second draft, has
two kinds of additions and deletions in it, the terns being
sel f-explanatory. W have added in information, you will notice
that that information is underlined. W have deleted
I nformation, that information has a line through it.

And we tried to be guided, in point of fact, by three
things. First, we received sone comments from Conmm ssioners that
were very good. Secondly, we have ongoing research, so if we
found sonething that we wanted to put in we just treated it as an
addi tion.

And the third thing is that we are hoping with the next
draft of this chapter to dramatically inprove the narrative of
it. And what | nean by that is, once the material that we are
including is decided upon, we are able to get a better focus,
whi ch shoul d nake it nore readabl e and presentabl e.

And | think you will see that there is, at least in ny
opinion, the second draft is better than the first, and |I'm
hopi ng that the next draft wll be even better than this one.

Wth that in mnd let nme just generalize sone of the

comments that we received on this chapter, so far
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One set of comments concerns mnor additions, or
expl anations. Let ne give you a case in point. One Conmm ssioner
asked us to define what we nean by whol e percentage. And there
Is an attenpt at a brief definition in the manuscript now, but I
have to say wth the material we received it was nore confusing
once we found out what the real definition was, than what we
thought it was to begin wth.

So | have made a notation that we wll try to find an
even better one.

The second cluster of comments, and those comments
concerned broadening the scope of the chapter. For instance, one
Comm ssi oner made what | thought was a very good conment, that we
didn’t talk about the inpact of sports wagering, in particular
when you have, for exanple, college students wagering, what
happens after that.

And we have begun nore careful research on that
particular point. There is |language now in the draft, but there
I's not nuch docunentation. And that is just one of our research
chal l enges, we are going to have to try to find nore on that.

The third cluster concerns inclusion of, there were
several comments to include new information, in particular, the
new study that has cone out fromthe University of M chigan

| confess that we did not have it originally. That we
-- when we found out about it, we were working on newspaper
comments, and other explanations. And |I’'m hopeful that we wll
be able to get an original copy of that study.

The reason | nmentioned that is that in the past when we
used the University of Cincinnati study it was so nmuch better for
us when we finally got our hands on the original, than to work

of f of second-hand expl anati ons.
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So wth that in mnd, that is really the three
clusters. There is also quite a nunber of comrents about state
governnents, federal governnment, and the NCAA all taking action
of one form or another to encourage the decline, or the
el imnation of sports wagering on canpuses, and al so sanctions or
puni shnents if such wagering does take place. You will see that
I n the manuscript, too.

CHAIR JAMES: Wiat is your pleasure, Conm ssioners, on
sports wagering? One comment, and it is probably a stylistic
thing. You may renmenber, | think we were in Virginia Beach when
we were having this discussion, and there was sone confusion and
m sunder st andi ng about the legality or illegality of just office
pools, and --

DR. SHOSKY: In ny view, and this is what | have been
-- | have been saying, but we are continuing our research on this
to make absolutely positively sure, and sports wagering as an

of fi ce pool does not have any exceptions, that | know of, within

t he | aw

CHAI R JAMES: Ri ght.

DR.  SHOSKY: And so, therefore when one says that
sports wagering is illegal in 46 states and the D strict of

Col unbia, that is across the board.

CHAI R JAMES: Absol utely. | just want to nake sure
that we say that in the clearest way possible, because if the
Ganbl i ng Conm ssion can’'t even nmake a clear statement that did
you know that was illegal, and there was sonme confusion even
anong Conmi ssioners, even at that point in the process, that |I'm
sure there is a great deal of confusion with the Anerican people,

and we need to speak clearly and plainly on that.
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COW SSI ONER BIBLE: Are wagers in between individuals
also illegal?

DR. SHOSKY: Well, that is a good question, because in
sone states, at least this is the way the article goes, in sone
states if the wager is between one person and another, and it
only involves X nunber of dollars, whatever that m ght be, there
I's an argunment that that m ght be |egal.

CHAIR JAMES: | thought the federal |aw preenpted that?

DR. SHOSKY: Yes, |'m saying, but in sone states this
argunent is made. |I'mnot saying it is a good argunent, |’ m not
saying it is true.

CHAIR JAMES: | just want to know if it is |egal.

DR, SHOSKY: Well, it is not, except for four states,
which is ny understanding. Although people do try to argue this
caveat, which is why | think we have to keep, |I’m not saying, we
have heard that argunment, and we are continuing our research on
t hat .

COW SSI ONER BI BLE: But you are | ooking at the federal
statute, not state statute?

DR. SHOSKY: That's correct.

COW SSI ONER MOORE: Sports betting would be, Iike John
said a while ago, that the Anerican people love to ganble. Even
if you are talking to your child, and you say sonmething that if
he says sonething that you don’'t believe, you will say, | don't
believe that is right, | believe that is so and so. H's conment
to you, or his response to you he says, you want to bet ne.

And then you normally go out, you play any type of
athletic ganme, whether it is shooting free throws, or whether you
are playing golf. | really don't play golf, but I go out wth

sonme people every now and then. One of the first thing that you
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go, you go in the first tee and soneone wants to nmake up the
betti ng gane.

| say, well, ny response to that because | try to be
sociable, I say, | don't know anything about the ganes, you nake
the ganes, and at the end of the day you tell nme how nuch | owe
you, because --

CHAIR JAMES: MW husband would [ ove to play with you.

COWM SSI ONER MOORE: -- 1 know that I will owe them
because |'m not going to w n. But even the -- and then you go
into the bigger things, Mchael Jordan got sone criticismtwo or
three years ago, we think that Mchael, he is a professional
athlete, he is not only in ny opinion the best one that probably
ever wal ked, but he has lived a fairly clean life.

But three or four years ago he got a lot of heat wth

gamng, with betting on his golf gane. Qobviously he loves to
play golf about as much as he does basketball. And | think in
the article they were -- maybe he lost 100 to 150, or 200,000

dol l ars the previous year playing social golf.

Well, that is not nmuch for Mchael Jordan. So this is
a big, big thing, about this social betting on sports. | wish it
could go away. I can enjoy any kind of a sport event wthout

betting on it.

But they |ove to bet, and the conpetition drives it.

COWM SSI ONER DOBSON: Two background statenents that |
t hi nk can be --

CHAIR JAMES: John, | just realized, | apologize. You
said you did want to make an announcenent before we got started.
| do apol ogi ze.

COW SSI ONER W LHELM I just thought that the

Comm ssi on and our audi ence would be interested to know that just
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a few mnutes ago in Alabama, which is considered to be the
buckl e of the bible belt, video poker passed in the house by one
vot e. And it is going now to the Senate, | think Friday or
Monday.
COWMM SSI ONER DOBSON:  Not lottery, video poker?

COM SSI ONER W LHELM Video poker, which really
surprised ne, and bothers nme a |lot. So there is the
proliferation that we are talking about, that | think may drive
sone of ny opinions here. | just heard that.

CHAIR JAMES: And | apol ogi ze for not renenbering.

COW SSI ONER W LHELM  That is okay, no problem

COW SSI ONER MOORE: The Governor got elected, you
know, on running -- on being for the lottery.

COWM SSI ONER DOBSON: It makes John’'s point that people
want ganbling. | nean, it is pretty hard to argue with that, the
way it Is going.

| started to nmke a statenment, two background
statenents, and then a recommendation. The first is that sports
wagering is very, very popular anong adol escents, and nay serve
as a gateway to further ganbling activity. That is the first
statenent that | think you can probably docunent.

And the second is that sports betting threatens the
integrity, perhaps both professional and amateur sports, but |
have greater concern about amateur sports, specially football and
basket bal | .

And I would like to recommend that we recomend to the
states that they ban l|egal betting on collegiate athletic
contests.

CHAIR JAMES: Let’'s hear sone di scussion on that.
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COW SSI ONER Bl BLE: Well, the policy decision on

sports wagering has already been made, to a large extent, by the

federal governnent in their prohibition in the Anti-Sports
Wagering Act, it is clearly docunented in here.

Now, the only state that -- only two states that
currently allow wagering activity on sporting events are Nevada
and Oregon, where they have a sports lottery. So at |east the
policy decision has been nmade, although to what extent Nevada
shoul d --

COMM SSI ONER DOBSON: | certainly would. It concerned
me when the representative from the NCAA was here, he would not
-- he tal ked about the dangers of it, but then wouldn't take the
next step to say that it ought to be prohibited.

COW SSI ONER BIBLE: Well, he actually has found, and |
think his testinony would indicate he found | egalized ganbling in
Nevada to be hel pful because of the information they get, the
changes in the point spreads that help his enforcenent
activities.

COW SSI ONER  DOBSON: That worked agai nst hi s
testinony, in ny view

COW SSI ONER Bl BLE: VWell, that may work against his
testinmony, but that is what he said. You know, he indicated that
t hey uncovered one scandal that involved, | believe, Arizona and
Washi ngton State basketball teans through that -- the changes in
the spreads and betting patterns being sonewhat irregular, being
reported to the NCAA, and that led, to a large extent, to their
I nvestigation and uncovering the w ongdoi ng.

| think the policy decision has been made. The areas
where | see sports wagering as being problens, at least in terns

of your first one, in terns of adol escent gam ng, we had an awf ul
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lot of testinony before the Commission that this is a very
pervasive form of wagering or ganbling activities anongst
adol escents, and that is clearly a concern of m ne.

W had sone testinony that indicated that there is
|l i nkages to, probably, the largest degree that we heard any
testi nony between sports wagering activity and organized crine.
I think that has to be a concern.

COMM SSI ONER  DOBSON: Remind ne, Bill, in that
di scussion do | not renmenber that Nevada has prohibited betting
on amateur sports inside the state?

COW SSI ONER BI BLE:  Has prohi bited wagering on Nevada
teanms. So you cannot wager on --

COWMWM SSI ONER DOBSON:  Make it the point, then, that if
it is bad for Nevada, it has to be bad other places, as well.

COW SSI ONER Bl BLE: Well, the intent there is to
ensure that there is no suggestion of inpropriety when Nevada
teans are engaged in inter- collegiate athletics, that sonmehow
the bookmaking operations have influenced the athletic
operations, and it is done, really, to protect the integrity of

the sports and the integrity of the industry.

Nevada, |ike everybody el se, Nevada does take a |ot of
action on inter-collegiate athletics. The NCAA chanpi onshi ps
being the nobst recent exanple. If you take a l|ook at the
wagering volunmes, | believe you used it in your statenment, |

believe at our l|ast Conm ssion neeting, when we were talking
about over two mllion dollars having been wagered on the NCAA
tournanent, Nevada is going to account for just a very, very
smal | percentage of it. Mst of that is illegal wagering.

W are talking, to a large extent, when we are talking

about sports wagering, we are tal king about illegal activity. So
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I think our concern should be where there is sone suggestion of

organi zed crine, and that is typically where | aw enforcenent gets
I nvol ved.

COWMM SSI ONER  DOBSON: Well, | think your effort to

control, or to limt the assault on the integrity of Nevada teans

applies across the state line as well, and to the rest of the
country.

COW SSI ONER  BI BLE: well, 1 don't know how you
prohi bit sports wagering. | think if you think you are going to

prohi bit sports wagering, if you prohibit sports pool within the
office environment, | think the formng of pools --

COW SSI ONER DOBSON: It is illegal. M recomendation
I's ban | egal betting.

COW SSI ONER BIBLE: Yes. | would not agree with that.

CHAI R JAMES: John?

COW SSI ONER - W LHELM Two small points, and then a
| ar ger point. The two small points are, wth respect to this
draft, John, on sports wagering behind tab 12, | have two rel ated

comments about it.

One, overall, in ny view the draft fails to nake the
appropriate distinctions between Jlegal and illegal sports
wagering. | think it poses a rather substantial -- and then the

second related point is an exanple of that on page 4 you have the
foll ow ng sentence, sports wagering is of doubtful utility to a
community, it does not bolster the |ocal econony, it does not
help build infrastructure, or pay for educational services, or
provi de j obs.

That is true of nost sports wagering because it is true

of illegal sports wagering. It is not necessarily true of |ega
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sports wagering in the limted basis that it exists in two
states, or at |east in Nevada.

And | guess that is an exanple of what | think is an
insufficient clarity of legal versus illegal sports wagering. O
course, the overall majority of sports wagering, as the chapter
does point out, is illegal.

And in ny mnd that really presents a very difficult
I ssue for this Conm ssion. | think it is as difficult as the
Issue | was putting out before the break about |ndian ganbling,
because the fact is that alnost all sports wagering in this
country is illegal, and yet it is apparently an epidemc.

And that suggests to nme that, on the one hand,
prohi bition doesn’t work.

CHAIR JAMES: | think it may suggest sonething el se as
well, and that is that it is amazing to nme the nunber of people
that don't know it is illegal.

COW SSI ONER - W LHELM Well, sure, because it is so
common. | agree with that. And | think that there is sone
di stinctions to be made. | don’'t think anybody woul d reasonably
argue that there is anything terribly wong with people who place
a bet between friends on the golf course, at least | don’t think
too many people would argue that there is anything wong wth
t hat .

On the other hand there appears to be a considerable
amount of evidence that organized crinme is very nuch involved in
i1l egal sports ganbling. And | think this really is enblematic
of a very difficult issue for the Conm ssion, which is for good
and sufficient reason we think that certain kinds of ganbling
ought not to be allowed, and we think that the kinds of ganbling

that ought to be allowed not be [imted.
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So | agree with Richard s statenent a while ago, we al
agree on those propositions. But if sports wagering is any
exanple, the reality is that we are not going to prevent
ganbling, and we are not even going to limt it.

The reality is that the Anerican people, apparently,
love to ganble not only on sports, but certainly anong other
things on sports. So what do we do as a Conm Ssion, using sports
wagering as an exanpl e?

Do we say, it ought to all be illegal, as Jim just
recommended. Vwell, fine, but that apparently wll have no
di scernible inpact on the activity, and on its w despread nature,
nor on its negative effects.

So therefore we say it ought to be totally unlimted?
| don’t think so, | don’t think anybody woul d make that argunent.
So this is a very tough issue to nme, and | think it is enblematic
of that fundanental issue that runs through every single issue we
have before us.

People want to do it, people are going to do it, they
are doing it, they have always done it, and they are going to
continue to do it. What does that say about the efficacy of
various kinds of regul ations?

| go back to the point R chard made a year or nore ago,
and that is | think that to the extent we can be useful, it is
probably with the provision of information about the effects,
rat her than on attenpting to draw boxes where the Anerican people
are not going to be constrained by the boxes that we try to draw.

COW SSI ONER BI BLE: Well, | agree, to sone extent, |
liken this to the lottery. Qur lottery discussion was not having
a discussion about the lotteries suppressing the nunbers. That

was one of the argunments nmade in terns of the |egalization of
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lotteries, is that it throws the nunber ganes off the streets.
And we had testinony to that, the evidence would indicate that
t hat has been the case.

And | think that sports wagering you could nake a
policy argunment that that particular activity, because it is so
wi dely accepted by the Anerican people, should be |egalized and
regul at ed.

COWM SSI ONER  DOBSON: That is a |ibertarian argunent,

obviously, since the drugs for exanple, there are people that

want them so we just don't regulate it, don’t nmake it illegal.
COW SSI ONER W LHELM Vell, | wasn't trying to nake
that particular argunent, Jim | was just trying to point out

that here we have a |aboratory exanple of an activity that has,
but for two states and one of them only in a mnor way, is
illegal in this country, and it is also everywhere.

So, frankly, | don’t think it makes a dine’s worth of
difference whether this Comm ssion says it ought to be legal or
illegal. The fact is that it is nostly illegal, and everybody is
doing it.

And | don’ t know what t hat says about t he
recommendations that we ought to nake. But to ne it certainly
suggests that the Anmerican people are going to do this, and that
it may not nake a whole lot of difference whether we say it ought
to be legal, illegal, or constrained, even though | agree, and I

don’t think anybody would argue for unlimted ganbling.

All 1"m saying is that | think this is a very tough
questi on. It is like your recommendation, Jim about having
f ewer lottery outlets in mnority comunities and poor
communi ties. I"m sort of -- | have a knee-jerk reaction in

support of that, for the reasons that you have outlined.
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On the other hand what if the result is sinply that
i1l egal nunbers makes a coneback? | don’t know.

COW SSI ONER LEONE: Could | nmake a comment about this?

CHAI R JAMES: Sure.

COW SSI ONER LEONE: Because | think you are right that
this is the kind of issue that applies to a great deal of what we
are going to do, and what we are going to say, and not say.

So maybe this is an appropriate tine to nmake a general
statenent about how I think, at |east one Conm ssioner thinks we
ought to resolve that question.

| give away nothing to others in the hope of being
rel evant, and not having the report tossed away as bei ng utopian,
or unrealistic, or politically naive.

On the other hand there are a whole set of questions
about these kinds of activities and behaviors that can have both
positive and negative consequences that can |lead you in one of
several directions, including the extrenme view about |egalize
things that people want, that we actually do nuch harm by naking
it illegal.

But | don't think so, and | don't think that that is
true in an area |ike ganbling. | think there is nore ganbling
now than there was when it was illegal across the country, that
I's nore people.

Qoviously sonme of it is positive as well as negative.
| also think that the fact that the tide is running a particular
way, or that people insist on behaving a certain way doesn’t
excuse us fromour responsibility to say what we think is right.

And in this case, at least, | don't think it is right
for us to encourage ganbling, i.e., making it legal in nore

pl aces, making it |legal on nore ganes, nmeking it legal in sports.
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Qobviously there is sports betting right now, and it is

illegal. That just neans, to ne, that we ought to try harder to

explain to people what sonme of the downside are of ganbling, and
particularly how destructive it can be in the area of sports.

A lot of people who ganble on the ganes | think really
li ke sports, and they would be crushed and disappointed if the
ganes canme to be increasingly fixed because of the noney
I nvol ved.

And | certainly would not want them to be fixed as we
| et ganbling become nore |egal, and we have to get nore and nore
intrusively involved in the ganes.

Imagine that a regulatory reginme in sports that was
simlar to Nevada's regine to keep the casinos clean, where you
have a reginme to keep the horseracing clean. The wuniversities
woul d go crazy, the students would be living a totally different
kind of existence if they wanted to play sports.

The public would maybe then be able to ganble know ng
the ganes were fair, but we would have totally transformed the
sports, and | think we should bring that nessage.

| don’t kid nyself about the fact that suddenly there
Is going to be a change in public policy because of this, but I
think these are hard questions, but | think what nmakes our
obl i gati on even stronger, nobody el ected us, and as far as | know
none of us are going out tonorrow to try and stand for office, or
take a poll, so we ought to say what we think.

And | think in this case, even though people ganble a
|l ot, and people who ganble a |lot, we are not tough enough about
It. | read in the paper about how CBS still has a link to a

ganbling site and that is hypocritical. | think that sone of the
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coll eges are hypocritical, | think sone of the conferences are
hypocritical .

W take a tougher line on, | don’'t know, if anybody has
ever been banned from a ball gane because they weren't tough
enough about the way they enforce the ganbling code on their
canmpus, maybe they should be, maybe that would get people’s
attention.

But, again, | think it can be disheartening and
di scouraging to think that we may not affect anything in the real
world, but it would be nuch nore to say that we give up, and we
don’t think that we can affect behavior.

And | also think we can affect behavior over tinme. |
think these things go in cycles, and | think sports ganbling, |’ m

absol utely convinced that the restrictions we have are inportant,

and if anything, should be nade tougher. | also think that
people will continue to ganble. But | think things would be
worse in sports, which is something | love, if ganbling on sports

were legal in this country.

| think it would transform Anerican sports, and not in
away | would find attractive.

COW SSI ONER WLHELM | did not intend ny remarks to
suggest that | think we should just |egalize all sports wagering,
quite the contrary. R chard, | agree wth every single word you
said. Guven all of that, what would you recomend with respect
to sports wagering for this Conm ssion’s report?

COW SSI ONER LEONE: Wl l, | think that we should have
-- | don't think that the networks and the conferences, | do
think actually the NBA and the NFL, and sone of the professional
peopl e are nore serious about this than the coll ege people, they

have a | ot of stake, and they have worked pretty hard on it, and
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they I|obbied pretty effectively about it, in Wshington and
el sewhere.

| was very troubled by the testinony as Jim was. I
don't think an NFL official would have cone here and said it is
hel pful to us that they have ganbling in Nevada, because we can
watch the ebb and flow of the odds.

COW SSI ONER BI BLE: | don’'t know what they said, |
believe they aren’t hurt by it. |1'’msure they don't mnd selling
their signal to Las Vegas casi nos.

COMM SSI ONER  LEONE: Anyway, | think we should call
those things to the public's attention, and call on the
institutions that have some clout in the area of sports, be
tougher. We have a federal law, we are talking in the context
where there already is a law in the books that makes it illegal
We are tal king about | aw enforcenent.

COWMWM SSI ONER DOBSON:  May | address a question to Bill
and John?

Based on your defense of sports betting in those two
states, Nevada and O egon, why does that argument not apply to
the other 48, and why would you not, or would you recomend

elimnation of those prohibitions in those other places?

COW SSI ONER  BI BLE: Vell, | wouldn't recomend the
elimnation of prohibition. It seens to ne, first, it is a
grandf at hered activity. But | would tend to argue the issue
somewhat differently. I think that sports wagering is probably

the one area that should be |egalized throughout the country and
regul at ed.
COWM SSI ONER DOBSON:  Thr oughout the country?
COW SSI ONER Bl BLE: Throughout the country, and

regul ated. That is ny personal feeling.
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COW SSI ONER DOBSON: My goodness. John?

COW SSI ONER - W LHELM | wasn't aware that sports
betting in Nevada and Oregon, | thought | was just trying to
focus on the dilemma, it is everywhere. So what is it, then,

that we shoul d recomend?

| tend to agree with Richard that it would nake a | ot
of sense to tal k about the negative aspects of this issue, but as
far as | know, and correct ne if |I’mwong, the negative aspects
of this issue are not any different than the negative aspects of
all kinds of ganbling, except for the points R chard nmakes about
the corrosive effects on sports.

And since |I share --

CHAIR JAMES: And the integrity of the ganes.

COW SSI ONER LEONE: O the young people who play the
ganes.

COW SSI ONER W LHELM -- his enthusiasm for sports,
then I would agree. | see no useful purpose served, whatsoever
to try to respond nore directly to what is behind your question,
Jim in urging that |egal ganbling be outlawed in Nevada and
Oregon, because | don't think it will ever happen, for the sane
reason it was grandfathered in the first place, | don't see
Congress revisiting that.

| see no useful purpose served by it. And, again, the
point | was trying to nake, and maybe | was not meking it
clearly, is this.

This issue, to me, poses the excruciatingly difficult
di l emma of what do we recomrend that has sonething to do with the
real world. | recognize Richard’ s point that just because
everybody does sonething doesn’t nmean we should just say it is

fine, and I'’mnot saying that.
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I’m just saying people all over America ganble on
sports, so given that reality, what is it that we should
recoomend? | don’t know the answer to that.

CHAIR JAMES: Don't you think this Conmm ssion could, if
you | ook back at our discussion that we had at Virginia Beach, at
a mninmum say sonething about intercollegiate sports activities,
and the problens inherent in sports wagering in that context?

COMWM SSI ONER W LHELM  Sure we coul d.

CHAIR JAMES: And just start there.

COWM SSI ONER W LHELM Sure we could but it is all, |
mean, 99 percent of it is illegal, so we say that and so what?

CHAIR JAMES: But, you know, | hate to keep going back
to this point, but do you realize that even after Virginia Beach
even after asking for clarification on just that point, on the
illegality the answer that | got this norning is that it is sort
of vague, and maybe it is, and maybe it isn't, and maybe two
peopl e coul d wager.

COW SSI ONER BIBLE: He seened to be nore certain that
it isillegal, it is a federal crime for two individuals to make
a wager.

DR. SHOSKY: And the cite is in the chapter. | nmean
we have gone over this again and again with people. But because
of the confusion we are still going to keep looking into it. But

there is lots of research for it.

CHAIR  JAMES: I t hi nk t he law is pretty
straightforward, but | can tell you this, that if you ask any,
the average person on the street whether or not it is illegal to

have, to do sports wagering, they would probably say no, not at

all, I don’t think there is any --
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COW SSI ONER W LHELM  And between friends it is socia
betting, it is never, ever enforced, anyway.

CHAIR JAMES: Well, but start at the baseline question,
is it illegal? 1 would dare say that a majority of people don't
know that it is.

COW SSI ONER W LHELM  That is probably true.

COW SSI ONER BIBLE:  And | don’t know, | guess you are
going to have to provide the citation and the statute, | don’t
know.

DR. SHOSKY: If | could add sonethi ng?

COW SSI ONER Bl BLE: Between friends. Because
typically states will have prohibitions against wagering activity
if it is done for a profit, if there is a bid taken out of it,
and they don’t discuss aspects of wagering between individuals.

COW SSI ONER MOORE: Couldn’t this Conm ssion say
sonmething along the lines, |I'm sort of surprised to hear ny
friend Bill say that he thinks it ought to be legalized in every
state.

COW SSI ONER  BI BLE: The states should be given the
option if they elect to do it.

COW SSI ONER MOORE:  But couldn’t this Conm ssion cone
out with sone reconmmendations for the colleges and the high
schools to bring this about sonmehow in their curriculun? | know
you can add everything to a curriculum and we can hire nore
teachers, and do a poorer job.

But | believe that this does need to be brought forth,
and the people educated. | don't believe that you have to be
able to bet into everything that you do to have a good tine.

You know, | like a drink fromtine to tinme, but | don't

have to have a drink to have a good tinme, all the tine. So |
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believe that we need to -- this Comm ssion does need to cone out
and say sonething about sports betting, specially anongst high
school and col | ege students.

And then we ought to go ahead and say sonethi ng about

office betting, all these pools and all. | think if the people
would just be -- it would be profitable to say that they are
il1legal. The reason they spread is that no one enforces it.

No | aw enforcenment officer is going to conme out to an
office and arrest his friends for entering in a pool. But |
believe if we would educate them along those lines, | believe
that we mght could slowthis down a little bit.

COW SSIONER BIBLE: | think if your Conm ssion report
conmes out that you want greater enforcenent and stricter

prohi bitions against sports wagering, which is an Anerican

past-tine, | think you have a non-starter in the whol e docunent.
COWM SSI ONER LEONE: I’ m tal king about education nore
than -- John is right in the |arger sense, because this does go

to the whole character of what the report is about.

Clearly the overall -- one of the overall inpressions
created by the report is that there is a lot nore ganbling in the
United States than there used to be. It has grown dramatically
since the last report, and it is continuing with no particul ar
end in site, for a whole variety of reasons.

And we are going to say a variety of things in a
variety of different contexts, and sone people wll say different
t hi ngs stronger than others, but clearly we are going to say, one
of the consequences that we found with ganbling is that it
creates serious problems for a bunch of people. Again, arguing

about how big the bunch is.
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But then we are going to say sonething about how there
ought to be nore activity designed to help those people,
intercept them redirect them whatever the package is that we
are going to tal k about.

And we are clearly going to tal k about nore education,
the dangers of ganbling, and the consequences of it, and nore
I nformati on about how ganbling works, and what the odds -- what
really happens if you win a lottery, how many people win the
| ottery, the noney, what happens to -- we were even tal king about
nore information on some conmercial ganbling, toward the Indian
ganbl i ng.

And | suppose we are going to part conpany over how,
what restrictions there ought to be, or inpedinents to growh, or
how bad the consequences are. And in that context | don't see
sports betting as being different in substance from a |ot of
ot her things we are tal king about.

So there is a difference in substance, we are talking
about an activity largely carried out by young nmen and wonen,
even in the professional ranks, but certainly in college. Young
men and wonen with the ability to affect the outcone of the gane,
and the outcone of the bet.

W want to subject them to the same kind of scrutiny
and controls that we do to sonebody who is a dealer in Las Vegas,
or sonebody else, or a jockey, or sonebody else who can affect
t he outcone. They already, incidentally, have to sign things,
and they get prograns, sone things in common, sone schools do
nor e.

W will transformthe nature of the athletic experience
for those people, and | think we will have to do those things if

we go further in the direction of legalizing. And, therefore, |
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think we can say that in this area we have, sone of us, maybe the
majority, don't see any case for easing restrictions, even though
t he general public is ignoring them

And the fall back argunent to that has to be nade that
in this particular case we are tal king about a popul ation that
can affect the outconme of the gane, and putting an additional
| evel of pressure on them They are already on pressure, there
are already all kinds of scandals in colleges.

And if you make it legal, in ny judgenent, you open the
door to a very different experience, and | wouldn't be surprised
to see lie detector tests down the road, routinely, a variety of
other things, to try to protect the integrity of these ganes, and
then it is no | onger a gane.

COWMW SSI ONER BIBLE: | think they are already subjected
to those pressures because wagering on sports activities is a
national pastinme, and 95 percent of it is done illegally, at this
poi nt .

COWM SSI ONER DOBSON: Along the sane line, Richard, |
was having some of the sane thoughts that you just expressed.
And let me put it in ternms of a personal belief, or expectation
that | can’t docunent, obviously.

That we have already nade it clear, or the data have
shown us that ganbling is spreading, as you indicated, across the
country. And that attitudes towards ganbling are changing, and
that young people are very nmuch involved in that.

That puts amateur athletics at trenmendous risks. It
al nost seens to ne like an airline that isn't maintaining its

pl anes. You don’t know when, but there is going to be a crackup.
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And | think we are going to see, in the next few years,

even nore painful scandals on the college scene, in anmateur
athletics, specially NCAA type athletics.

And that this Comm ssion ought to issue a very severe

war ni ng about that. For ny noney, paraphrase that, from ny
perspective, | would venture that we ought to ban it in all 50
st at es.

If the Commi ssion won't do that then we should nmake the
strongest possible stern warning about where this appears to be
headi ng.

COW SSI ONER W LHELM I agree wi th Jims
recommendation that we nmake this the strongest possible stern
warning. But -- and | really do agree with it. | think I have
said, in earlier neetings, | have been very troubled by this
phenonenon anongst nmy own sons and their friends, when they were
goi ng through high school.

But having | aunched whatever sort of stern warnings we
want to launch, | don't think we should kid ourselves. | think
that it is what it is, and it doesn't seem to nme to be going
away.

And | think the question if it is legal in one state,
so to speak, that there is legal sports betting in Nevada, and a
little bit in Oregon, is neither here nor there.

COW SSI ONER BI BLE: It pales in conparison to the
overal | wager.

COW SSI ONER W LHELM  Yes, we have had testinony that
there is 3 billion dollars worth of sports betting in Nevada, and
500 billion dollars, or 488 or sonething, estimated nationally.
And the fact is that the pressures cone from very shady

characters.
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There has been anple testinony in sonme of these arrest
cases of people being threatened wth viol ence, and so on.
So | concur with both R chard s and Jims suggestions
With respect to warnings and information about the inplications
of all of this. But I also don’'t think we should just, you know,
I ssue stern warnings and go on and feel |ike we did sonething.
| can’t see any evidence that that is going to have any

I mpact on anyt hi ng.

CHAI R JAMES: Well, 1 just hate disagreeing with you
John, but | do believe that providing information, and public
information is always helpful. And | think for the way that this

Comm ssion to express a very deep, and very real concern, and a
strong warning, may be helpful to the public discourse, so |
don’t discount that entirely.

| do think that there were sone very hel pful things
that canme out of our Virginia Beach neeting, particularly when we
talked to the representative fromthe NCAA and we | ooked at what
was happeni ng, and how this particularly relates to adol escents.

| think there are sone very strong things we can say
t here. So, you know, | don't think that just because we
reconmend that it would be illegal in all states, that that has a
snowbal | s chance of having an inpact on anybody, because Jim |
don’t think that is going to happen.

W can say, and | will stand with you to say it, but I
have no belief that --

COW SSI ONER DOBSON: We have agreed that we are going
to make recommendations that aren't all going to be accepted
here, it is still right.

CHAIR JAMES: Yes, that is nmy point. W should do the

right thing, but by the same token, you know, | think we have the
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opportunity to nake sonme real changes, and do sone real changes.
| don’t think they are going to change that, but we can recomend
it.

Where do you cone down on that? |I'mjust trying to get
a sense of where the feel is on that. Sports wagering.

COW SSI ONER BI BLE: Vll, | think you need to -- |
think you also need to differentiate between various forns of
sports wagering. | amnot overly concerned about wagers between
two individuals, or three individuals, over a golf ganme, or over
t he outcone of an athletic contest, or sonmething |ike that.

| am concerned about activities where there is a profit
to be made, or sonething where it takes on a business aspect, and
99 percent of that activity 1is «currently being conducted
i1legally.

CHAIR JAMES: Wuld you be willing to outlaw that?

COW SSIONER BIBLE: It is already outlawed, and it is
enf or ced. You have an article about the big race in Fairfax

County on Friday.

CHAIR JAMES: |I'mtal king about the |egal sports --

COW SSI ONER BIBLE: | would not try to outl aw wagering
bet ween individuals, between John and |, between Jim and I,
between yourself and I, I  just think that is totally

unenf or ceabl e, between naki ng i ndivi dual deci sions.

| think there is a problem where you have it being
conducted as a business, you have an illegal activity, you have
sonmebody operating it for a profit, you typically will have sone
connection with organi zed cri ne.

And it is a very, very difficult problem to enforce

t hose kinds of activities.
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COW SSI ONER  MOORE: Vell, isn't this really what we

are talking about, they are betting through a bookie, right?
Most of thenf

COW SSI ONER BIBLE: Well, sone are, sone are not.

COW SSI ONER MOORE: Who are they betting through?

COW SSI ONER Bl BLE: Sone of them are Dbetting,
probably, up at the stands of the gane, they are betting --

COW SSI ONER MOORE:  Well, | agree with you there.

COW SSI ONER BI BLE: You aren’t going to arrest those
peopl e, woul d you?

COM SSI ONER MOORE: No, | agree with you there, there
IS no way that you are going to stop that. But what |’ m talking
about, | thought we were talking about the anobunt of wagering
that was going on with the young people, through the bookie
t hrough the cards, whatever that they have.

You pick ten teams, you bet a dollar, and if you get
themall you are going to get 200 back, things of that nature.

COW SSIONER BIBLE:  And | think the testinony before
this Comm ssion has been that that is a particularly pervasive
formof sport wagering, where it is done for a profit, there is a
suggestion of organi zed crinme involvenent. And a whole nyriad of
ot her probl ens.

CHAI R JAMES: What is the strongest statenent you woul d
make on that?

COW SSI ONER BIBLE:  Well, | know that I'’mnot going to
convince anybody that that activity should be |egalized, or
should be left to the states to |egalize.

COMWM SSI ONER W LHELM  Not even ne.

COW SSI ONER Bl BLE: [’ m surprised. But | think that

I's probably the one area where you can craft a better argunent.
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It is typically only enforced, the federal governnment will becone
I nvol ved by policy, used to beconme involved, if they detect an
organi zed crine invol venment.

The local police departnents wll typically becone
i nvol ved where there is a |ot of noney because of the forfeiture
|l aws, this has becone kind of a cottage industry to go enforce
those | aws, seize the noney, and use it for budgetary purposes.
O herwise there is very little enforcenent.

And | was kind of surprised when the detective fromthe
New York police department, speaking for hinself, and not as an
official position of his departnent, indicated that ganbling
shoul d be | egalized, because it would nmake his job a | ot easier.

Sports wagering is the one area, | nean, | feel as |
indicated earlier, that it should be legalized in terns of
suppressing illegal activity, and getting regul ations over it.

COW SSI ONER MOORE: If everybody is ganbling, and you
make it legal, won't there be nore ganbling, because nore people
can ganbl e?

COW SSI ONER BI BLE: Say that again?

COW SSI ONER MOORE: What would be the benefit of
legalizing it, if everybody is ganbling anyway?

COW SSI ONER BI BLE: I think you suppress the illega
activity, the same as lotteries have taken nunbers off the
streets.

CHAI R JAMES: | guess | heard that argunment one too
many tinmes at the drug policy office in terns of |egalizing
drugs, and getting rid of drug dealers, not very persuasive to
me.

So if we have to summari ze, where are we?
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COMM SSI ONER MOORE: | think this Conm ssion has got to

make a statenent against sports wagering, whether we try to nake

it legal or not, | think that is just -- legal or illegal, |

think that is a forum that we can |eave alone, and discuss at
some other tine.

But | think that this Conm ssion needs to make a
statenment that sports wagering is out of hand, and it wll
continue to grow, and make recommendations along the education
line. Informthe people, informthe young people that are doing
all of this, including nyself, that they need to be careful of
what they are doing, and what it can |ead to.

Tell them the marijuana story, you know, if you use
marijuana you have to use crack cocaine. Soneone said that, |
don’t know whether that is true or not. So if you bet on this
you wi I | start betting bigger.

CHAIR JAMVES: The gateway argunent. John, out of all
of what you have heard, have you been able to cone up with any
sort of consensus?

DR. SHOSKY: | have a few things.

CHAIR JAMES: This is your opportunity, if you disagree
with the statenent, this is your opportunity to say so.

DR. SHOSKY: Well, there does seemto be some consensus
about the gateway argunent, that sports wagering is popul ar anong
adol escents and functions as a gateway to wagering in other ways.

There was also the argunent that sports wagering
threatens the integrity of sports. Then there is --

COW SSI ONER DOBSON:  Speci al |y amat eur sports.

DR. SHOSKY: Yes, thank you

COWMM SSI ONER DOBSON: Because professionals have got

their owm notivation to keep it clean, cleaner.
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DR. SHOSKY: Then there was nuch di scussion about those
two points, and then a new point was introduced that we need,
that in the draft we need to nake a better distinction between
| egal and illegal sports wagering.

There was the notation that we need to clean up page 4
a little bit. Then there was sone discussion about why
prohi bition doesn’t work, and nuch di scussion about the pros and
cons of prohibition.

And then there were three points that were nmade. Here
is the first; there is nore ganbling now than when it was
i1l egal. The second is, we should try harder to explain the
downsi de of sports wagering; and the third is that we shoul d nmake
the case to the effect on behavior.

COW SSI ONER W LHELM Excuse ne, point nunber 1 |
don’t believe --

COW SSI ONER  LEONE: I think he neans ganmbling in
general, not sports ganbling.

DR, SHOSKY: That’'s right.

COWM SSI ONER LEONE: Sports ganbling exists in a
culture where there is nore illegal ganbling.

DR, SHOSKY: But there is just nore ganbling, right?
l"msorry, that was ny fault.

Then the question was posed why not elimnate sports
wagering all together, nmuch discussion about that, argunents pro
and con.

Then nore argunents, nunber 1 --

CHAIR JAMES: But how are you going to capture that in
wor ds?

DR, SHOSKY: Vell, 1'm not sure. The question was

I ntroduced, and on the one hand, if you have |egalization you can



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

April 7, 1999 N GI.S. C. Washington, DC Meeting 160
have regulation, and on that sane point, you are not going to
rol | back anything in Nevada, for instance.

On the other hand it is virtually illegal now, why not
extend it to Nevada because in Nevada you can’t wager on teans in
Nevada, in the state, like the University of Nevada. So that as
far as it goes, just the pros and the cons so far.

Then a new point, where we talk about the educationa
recommendations for colleges, that they should do sonething with
their curriculumin order to be able to enphasize the downsi de of
sports wagering, and to encourage people not to do this.

That we should say sonething about intercollegiate
sports wagering in particular, but we should also not ignore
of fice betting. We should, again, sports ganbling creates
probl ens, we have to have nore activities to help people, nore
education, nore information. Then back to the point of
prohibition again, we don't see any case for restricting
pr ohi bi tion.

There is a popul ati on of people who are affected by the
ganme, but at the sane tinme people seem to find sports wagering
popul ar .

Then a new argunent, athletes are at a tremendous ri sk
If things continue to go the way they are there is going to be
some kind of "crackup", which |I gather will be sone apocal yptic
effect.

COWM SSI ONER DOBSON:  Addi ti onal crackups. W have had
scandal s in the past.

DR. SHOSKY: Again the question is posed, should we ban
it on all 50 states. That is the first part of the question
whi ch had no consensus. Then there was the second part of the

question which did seemto have sonme consensus. |If not, we need
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to make the strongest possible stern warning about the dangers of
sports wagering.

Several people agreed with that, talking about how to
do that, public information. The point which has been nmade two
or three tines today, that we need to go back to the Virginia
Beach discussion and scrutinize the testinony there very
careful ly.

There needs to be strong |anguage about adol escents
again. W need to differentiate in sports wagering between two
peopl e who are just wagering anong thensel ves, and peopl e who set
up businesses to do this.

There is a problem when it is a business. There is
sonetinmes a link with organized crine, and that is it.

CHAIR JAMES: John?

COMWM SSI ONER W LHELM Since | spent ny entire life
tilting at wndmlls, |I don'"t mnd tilting at this one too. As I
said earlier in the hearings |'m personally very troubled by the
extent of adolescent ganbling, so | don’t have any problem wth
stern warni ngs.

It seenms to ne that the nost useful thing we could do,
i f any of this is useful at all, has to do wth tal king about the
apparent extent an increase of adol escent ganbling, although our
data on that is |lousy, and tal king about the potential danmaging
effects of too nuch ganbling.

| don’t know of anything in our record wth respect to
sports ganbling, or for that matter any kind of ganbling that
supports the gateway argunent. | don't know that it is |ogica
-- let ne rephrase that.

| don’t recall any evidence being presented to us that

says that because a person does this kind of ganbling, they are
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going to do that kind. | agree with the proposition that because
ganbling is so nuch nore available in this society than it was 25
years ago, that nore people ganble. I  mean, that s
I ncontrovertible.

So I don’t have any problem with any of that, or wth
tal ki ng about the dangers to those people who can’t ganble in a
responsi bl e way, or a noderate way.

But | don’t know of anything in our record about the
gateway argunent. And unless |I'm mssing sonething, | don't
think it makes sense to nmake an argunent that we don’t have any
evi dence for.

And by the gateway argunent | nean the notion that
sonebody bets with their friend on a sports event and therefore,
you know, they are going to do all the other kinds of ganbling.
Maybe that is true, but in terns of our record | don't recall
t hat .

COWM SSI ONER DOBSON:  May | read to you?

COW SSI ONER W LHELM  Sure.

COMM SSI ONER  DOBSON: From John’s report. The
popul arity of sports ganbling anong adol escents should be noted,
as well as the fact that sports ganbling often serves as a
gateway into ganbling for many youth.

NCAA president Cedrick Denpsey has stated, attributing
the fact to Dr. Howard Shaffer of Harvard: "Studi es show the
nore youth are introduced to ganbling through sports betting --
shows that nore youth are introduced to ganbling through sports
betting, than through any other type of ganbling activity." And
It goes on with the docunentation

COW SSI ONER W LHELM  Thank you, |'Il read that.

COWM SSI ONER DOBSON:  There are other references.
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COW SSI ONER  LEONE: I think one way to sort of
integrate this into the thrust of the report, try to keep this --
not that it could be neutral, but at least in a way that may nake
some sense to the Comm ssioners, the reason we exist as a
Comm ssion is because sone people were troubled by, and a | arger
nunber of people wonder about the effects of a vast increase in
| egal i zed ganbling, that is our primary mssion, to take a | ook
at this increase in legalized ganbling in the United States, and
ask what to do about it, and what if anything should be done
about it by the Congress, the states, etc.

In that context, obviously, sports betting is down the
list, because it is not legalized, it is, and it may or may not
be nore pervasive now than it was, although ny hunch would be it
IS even nore pervasive, because ganbling in general is nore
pervasive, but we don’t have any net evidence on that. W are
tracking this over 20 years to say that.

But what is relevant to say is the question that in the
context of there being increasing amounts of |egalized ganbling,
I ncreasing of activities, ganbling activities that are |egal, the
i ncreasing locations, actually those points, therefore should
this be legalized too, or nmake it somewhat nore |egalized?

The nunbers games and the lotteries, the casinos and
various fornms around the country, we have done a variety of other
t hi ngs. | think that is a place where the Conm ssion ought to
take a strong position that no, absolutely not.

Some would argue we mght try to roll it back where it
does exist, even though we recognize that that would unrealistic,
| think we can reduce the sum total of illegal ganbling, and
there are sone negative consequences to the fact that it is

i1legal, for exanple, organized crine may, therefore, control it.
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But we have a variety of reasons, including the one we
tal ked about, the players, the adol escents, at |east sone of us
do, for being against this spreading.

That line of reasoning in that point is relevant,
Wi thin the mainstream of what our report is going to be about,
over and over again, which is about what has happened, what does
it mean, what are its consequences, what if anything can we do
about it.

And | don't think we can go too nuch beyond that,
because we don’t have a lot of original research, or there hasn't
been a primary focus, on paper, and it hasn’t changed nmuch from
20 years ago. I mean, the |egal |andscape hasn’'t changed nuch
so the context is different.

And that way | think that maybe nobst of your coments,
even if you are where Jimis, makes sense in terns of trying to
figure a way through that -- through this issue that sonmehow
relates it to the overall report.

| say that nostly as a rem nder that the overall report
I's now what does it nean that we have nore |egalized, sanctioned,
aut hori zed ganbling in the United States. And that is where our
report should say.

And on this, | think this is a very limted chapter in
t hat sense.

CHAI R JAMES:. Any other comments, or --

COWM SSI ONER LEONE: And we may just disagree, you
know.

CHAI R JAMES: Il would put this with the other two
points wearlier as ones that probably need a Ilittle nore

di scussion and fleshing out in terns of where we want to go as a
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Comm ssion. Having said that, that brings us to the end of our
agenda for today.

| would remnd you that tonorrow norning we are going
to get started at nine o' clock, in case sonebody has a piece of
paper that says otherw se, that we will convene at 9.

It is a grueling process, but you have all been
extrenely attentive as an audience, and extrenely productive, |
think, as a Conm ssion. | know that Jim you have your points
that you would Iike for the Conm ssioners review overnight, and
we wll start in the norning at 9 wth a wap up on our
di scussi on on casi nos.

I know, too, John that you have a letter that you want
to circulate to the Conm ssioners so that we can read that
overni ght as well.

And with that, I wll see you tonorrow norning at nine
o’ clock. Yes?

COWM SSI ONER  DOBSON: Let nme just say that sone of
these, perhaps the mgjority, are in the formof a recomendation
for the areas of questioning and interaction that will go into

the report, and that | have a few copies for the audi ence.

Secondly, | thought | would just clarify the question
that John asked with regard to the Al abama situation. | want to
make sure that | gave the right information, and apparently |

did, fromwhat I was given.
The issue was video poker, it passed in the house |ast
week by one vote. It passed out of the Senate commttee 5 to 1

and will go to the Senate vote next Tuesday.



