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December 18, 2020

The Honorable Kay Ivey
Governor of Alabama
600 Dexter Avenue
Montgomery, AL 36130

Dear Governor Ivey:

Enclosed with this letter is the final report from the Governor’s Study Group on
Gambling Policy, which you established by Executive Order No. 719 in February. Your
executive order directed the Study Group to produce “detailed and accurate factual
findings” regarding the state of gambling policy in Alabama. We believe the enclosed
report accomplishes your directive and answers the questions included within the
executive order.

The group you selected to complete this task is simply remarkable. The men and women
who contributed to this report are undoubtedly some of the best and brightest Alabama
has to offer. The Study Group members spent considerable time and effort participating
in meetings and calls, conducting research, and speaking to industry experts and others
who expressed interest in the topic of gambling in Alabama. Indeed, we have all learned
a great deal about our State and about gambling.

It is my hope — and I truly believe — that this report will serve as a guide to you, the
Alabama Legislature, and the People of Alabama as future considerations are made
regarding gambling in Alabama.

It has been one of my greatest honors to serve as Chairman of your Study Group on
Gambling Policy. While the Study Group will officially dissolve at the end of the year,
the Members and I will remain ready to support the State’s efforts to address gambling
policy issues.

On behalf of the entire Study Group on Gambling Policy, thank you for your leadership
on this important issue.

Respectfully,

Todd Strange
Chairman, Governor’s Study Group on Gambling Policy
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Executive Summary: Gambling in Alabama

On February 14, 2020, Alabama Governor Kay Ivey signed Executive Order No. 719, establishing the
Governor’s Study Group on Gambling Policy to produce detailed and accurate factual findings to allow the
Governor, the Legislature, and the People of Alabama to make informed decisions about the future of
gambling in Alabama.

The primary focuses of the Study Group’s report include the history and current status of gambling under
Alabama law; Indian gaming under federal law; possible forms of gambling in Alabama; benefits and costs
of legalized gambling; revenue derived from gambling; gambling disorder treatment, education, and
prevention; and regulatory structures.

While various forms of gambling are currently available and rapidly being expanded and legalized in states
around the country, most forms of gambling are constitutionally prohibited in Alabama. However, some
gambling — albeit mostly unregulated and untaxed by the State — does exist in Alabama. These forms of
gambling primarily include pari-mutuel dog and horse race wagering in four counties, charity bingo in 16
counties, bingo on three tracts of land taken into trust by the federal government for a federally
recognized Indian tribe, and betting on fantasy sports statewide.

Gambling issues have been litigated in Alabama courts for decades, and policymakers have attempted to
change gambling laws for years. While some statutory changes can be made by the Alabama Legislature,
meaningful change would require a vote of the people to approve a constitutional amendment. Alabama
voters rejected a proposed education lottery in 1999, and since then, more than 180 gambling bills have
been introduced in the Legislature, all the while gambling litigation continues in the courts.

Should Alabama decide to expand its legalized gambling opportunities, there are certain benefits and
costs Alabamians and the State would realize.

In addition to providing an entertainment value, the benefits of expanded legalized gambling in Alabama
are almost purely economic in the form of job creation and potential economic development
opportunities — and fiscal in the form of revenue generation for the State. Ultimately, Alabama could
realize 19,000 newly created jobs — many with salary premiums much higher than the State’s current
average annual income —and could realize as much as $710 million in annual revenue, depending on what
forms of gambling are legalized. Potential ranges of annual revenue generated by full, competitive, and
mature gambling operations are depicted below.

Revenue Source Revenue Estimate (in millions)
Lottery $200 - S300
Casino Gaming S300 - S400
Sports Betting S10
POTENTIAL TOTAL $510 - $710

While there are certainly benefits of expanded legalized gambling, there are also some costs, including
government-sponsored treatment, prevention, and education services costs; societal family, economic,
and judicial costs; and displaced tax revenue costs. Most of these costs would result from individuals who
develop gambling disorders, which is estimated to be as many as 66,375 individuals in Alabama. When
considering disordered gamblers in Alabama, there are four concepts to remember: 1) unlike some
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benefits of legalized gambling, the complete costs of legalized gambling are difficult to identify and even
more difficult to accurately project; 2) the majority of the adult population gambles responsibly; 3) illegal
or legal gambling has always and currently does exist in Alabama, and, therefore, problem gambling is not
and will not be new to the State; and 4) disordered gamblers put others at risk, in addition to themselves.

While there are costs associated with gambling, the taxation of regulated gambling activities creates an
opportunity to dedicate public funds to gambling treatment, prevention, or education services. The best
way to avoid or mitigate treatment is prevention, and in the case of legalized gambling, perhaps the most
effective prevention measures are education and awareness. There are a variety of best practices
observed within gambling industries and other states.

An effective system of gambling will maximize benefits realized by a state, minimize costs associated with
gambling, and ensure fair and efficient enforcement of clear rules and laws to regulate gambling.
Currently, Alabama does not have a dedicated statewide regulatory entity to accomplish these ideal
gambling system characteristics. Therefore, should the State decide to expand legal gambling
opportunities, the governing, administering, and overseeing of gambling would be a new function of
Alabama state government. Given that Alabama would be one of the last states to establish a state lottery
and/or otherwise expand legalized gambling, it has the benefit of considering lessons-learned and
implementing best practices from other states.

Several principal characteristics of state gambling regulatory structures have been identified from other
states. These principal characteristics include:

e Adaptive to serve as regulator of all forms of permitted gambling in Alabama

e Protective of consumer interests and fair gambling operation

e Responsive to changing technologies and delivery methods and consumer trends
e Competitiveness with other states

e Authority to regulate and ability to enforce statewide

e Highest standard of ethical conduct

To effectively achieve these characteristics, best practices suggest a regulatory entity should be under the
control of a Board of Trustees and managed by a chief executive selected by the Board. Above all, effective
regulatory entities adhere to the strictest of ethical standards to maintain independence from political
favoritism and outside influence to ensure fair practices and preserve public trust.

Ultimately, the State of Alabama has a unique opportunity to address gambling as a matter of public
policy. This opportunity can be considered as a variety of options that range from maintaining the status
quo to authorizing, regulating, and taxing gambling within the State. Each option would require varying
levels of government action to achieve, but meaningful change to Alabama’s gambling policy will likely
require action by the Legislature and the Governor and a vote of the people of Alabama to amend the
state constitution.
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Executive Order No. 719:
Establishing the Governor’s Study Group on Gambling
Policy
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EXECUTIVE ORDER NO. 719

ESTABLISHING THE GOVERNOR'S
STUDY GROUP ON GAMBLING PoLICY

WHEREAS the people of Alabama were last given an opportunity to vote on
gambling in 1999, when they considered Governor Siegelman’s “education
lottery” proposal;

WHEREAS, since that 1999 vote of the people, over 180 bills have been
introduced in the Legislature related to some form of gambling or a lottery;

WHEREAS, since the 1999 vote, Alabama’s appellate courts have issued no
fewer than 18 published decisions reaffirming our state constitution’s
prohibition on “lotteries” and “gift enterprises,” including many forms of
casino gambling;

WHEREAS the economic, social, and political implications of gambling
continue to be debated by proponents and opponents of legalized gambling;

WHEREAS all four of Alabama’s neighboring States offer one or more forms
of gambling, and many Alabamians travel across state lines to participate;

WHEREAS these facts demonstrate that, over twenty years following the last
vote of the people, the issue of gambling is still a source of economic and
political uncertainty for Alabama;

WHEREAS I strongly believe that the people of Alabama should have the final
say on the future of gambling in our State; and

WHEREAS, for the people to make the best decision, they must have all the
facts;

NOW, THEREFORE, I, Kay Ivey, Governor of the State of Alabama, by the
authority vested in me by the Constitution and laws of the State of Alabama,
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EXECUTIVE ORDER NO. 719

hereby establish the Governor’s Study Group on Gambling Policy (“the Study
Group”) as further set forth below:

1.

Purpose. The purpose of the Study Group is to produce detailed and
accurate factual findings to allow the Legislature and the people of
Alabama to make an informed decision about the future of gambling in
this State.

Final report. By December 31, 2020, the Study Group shall submit a final
report to the Governor, to the Legislature, and to the people of Alabama
as follows:

a. Factual fi.ndings. The report shall contain detailed and accurate
factual findings relevant to the Study Group’s purpose. Questions
the Study Group may address include the following:

i What is the current status of gambling operations in
Alabama? '

ii. What are the possible forms of gambling that could be
allowed in Alabama (e.g., casino-style slot machines,
casino-style table games, a lottery, a compact, sports
betting, etc.)?

iii. =~ What are the benefits of allowing gambling—whether
economic, fiscal, social, political, or otherwise? For each
possible form of gambling identified by the Study Group,
how much revenue can the State reasonably expect to
receive? In particular, what has been the experience of
other States with respect to revenue derived from
gambling? Are there factors unique to Alabama that could
positively or negatively affect the amount of revenue
Alabama could expect to receive from gambling? How do
other States spend the revenue they derive from gambling?

iv.  What are the costs of allowing gambling—whether
economic, fiscal, social, political, or otherwise? For each
possible form of gambling identified by the Study Group,
what costs are unique to that particular form of gambling?
What harms, if any, have other States experienced as a

Page 2
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EXECUTIVE ORDER NO. 719

result of allowing gambling? What factors unique to
Alabama could make these costs more or less severe?

V. What regulatory structures and practices have other States
adopted to maximize the benefits of gambling and
minimize the costs of gambling? Taking into account the
possible forms of gambling identified by the Study Group,
are there other regulatory options uniquely available to
Alabama to accomplish this purpose?

Recommendations. The Study Group, or any of its individual
members, may, but need not, make recommendations on any
question relevant to the Study Group’s purpose.

3. Membership. The members of the Study Group shall be appointed by,
and setrve at the pleasure of, the Governor.

a.

Ethics pledge. Each member shall sign a copy of the ethics pledge
attached to this order.

Compensation and expenses. The members of the Study Group
shall serve without compensation or reimbursement for their
expenses.

4. Chair. The chair of the Study Group shall be appointed by, and serve at
the pleasure of, the Governor. The chair of the Study Group will have
the authority to:

a.

Oversee implementation of this order and the work of the Study
Group;

b. Convene and preside at meetings; and
c. Request technical assistance from the Governor’'s Office as
needed.
5. Technical assistance. The Governor’s Office will supply legal, clerical,

administrative, and other technical assistance as deemed appropriate by
the Governor.

Page 3
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EXECUTIVE ORDER NO. 719

6. Meetings. The Study Group shall hold its first meeting at the call of the
Governor. It shall meet periodically thereafter as determined necessary
by the chair.

7. Duration. The Study Group shall be dissolved effective December 31,
2020.

DONE AND ORDERED this 14th day of February 2020.

KAY IVEY l
Governor

ATTESTED

&\r H. MERRILL

Secretary of State

Page 4
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EXECUTIVE ORDER NO. 719

THE GOVERNOR'S STUDY GROUP
ON GAMBLING PoLICY

Ethics Pledge

As a member of the Governor’s Study Group on Gambling
Policy, I will strive to pursue the Study Group’s purpose keeping in
mind the interests of the State of Alabama as a whole. I have no known
conflicts of interest that would prevent me from performing my duties
in this manner, and I have no intent to profit as a result of my service.

Signature Printed Name Date
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Members of the
Governor’s Study Group on Gambling Policy
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Todd Strange (Chair) of Montgomery is the former mayor of Montgomery.
Prior to his tenure as mayor, he served as chairman of the Montgomery
County Commission, former president, CEO and co-owner of Blount Strange
Automotive group, and former director of the Alabama Development Office
(the Alabama Department of Commerce).

A.R. “Rey” Almodédvar of Huntsville is the co-founder and Chief Executive
officer of INTUITIVE®. Mr. Almoddvar is a licensed professional engineer (P.E.)
and holds a B.S. in Industrial Engineering from the University of Puerto Rico,
M.S. in Engineering from the University of Arkansas, and M.S. in Business
Administration from Texas A&M University. He is a graduate of Leadership
Alabama Class XXVI.

Dr. Deborah Barnhart of Huntsville is the Chief Executive Officer (CEO)
Emerita of the U.S. Space & Rocket Center in Huntsville. Previously serving as
the Center’s CEO and Executive Director, her career spans four decades of
service in commercial industry, government, aerospace and defense. A
retired Navy Captain, she was one of the first ten women assigned to duty
aboard ships and commanded five units in her 26-year career. She received
an undergraduate degree from the University of Alabama at Huntsville and a
Master of Business Administration from the Massachusetts Institute of

Technology-Sloan School of Management and the University of Maryland College Park as well as
a Ph.D. from Vanderbilt University.

Walter Bell of Mobile is the past Chairman of Swiss Re, one of the world’s
largest reinsurers. Prior to his time in the private sector, he served as the
Alabama Commissioner of Insurance. He launched the Mobile County Urban
League in 1978 and is a member of the Alabama Academy of Honor for his
achievement in civil rights, civic leadership and business.
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Dr. Regina Benjamin of Bayou La Batre, is a physician who served as the 18th

| Surgeon General of the United States. Prior to her service to our country, she

was the former president of the Alabama Medical Association and provided
health care to a medically underserved community by founding the Bayou La
Batre Rural Health Clinic and the Gulf States Health Policy Center. She
received a B.S. from Xavier University of Louisiana, M.D. from the University
of Alabama, and an MBA from Tulane University.

Young Boozer of Montgomery currently serves as the Assistant
Superintendent of Banking at the Alabama State Banking Department. Heis
the former Treasurer for the state of Alabama and has extensive experience
with numerous banking institutions such as Citibank, Crocker National Bank,
and Colonial Bank. Boozer received his B.S. in Economics from Stanford
University and a M.S. in Finance from the Wharton School at the University of
Pennsylvania.

Sam Cochran of Mobile has been the Sheriff of Mobile County since 2006. He
began his law enforcement career with the Mobile Police Department where
he spent 31 years working his way through the ranks — serving his last 10
years as Chief of Police. Sheriff Cochran serves the community on numerous
agency boards, including the Penelope House, Drug Education Council, Boy
Scouts of America, and the Child Advocacy Center.

Elizabeth “Liz” Huntley of Birmingham is a litigation attorney at Lightfoot,
Franklin & White LLC. After rising from an unimaginable childhood, she has
become a nationally recognized child advocate and serves on numerous
boards including the Alabama School Readiness Alliance, the Children’s
Village Board of Directors, and the Auburn University Board of Trustees.
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Carl Jamison of Tuscaloosa is a third-generation Shareholder in
JamisonMoneyFarmerPC, one of the largest and oldest public accounting
firms in the state of Alabama. He primarily works in the areas of tax planning
and audit services to clients in the manufacturing, medical, retail,
construction, and professional services industries. He received a Bachelor of
Science in Accounting from the University of Alabama and is a Certified Public
Accountant.

Justice James “Jim” Main of Montgomery is a former Justice on the Supreme
Court of Alabama and previously served as a Judge on the Alabama Court of
Criminal Appeals. Along with his 30+ years in private legal practice, he served
as Finance Director and policy advisor to Governor Bob Riley as well as Legal
Advisor to Governor Fob James.

Phillip “Phil” Rawls of Pike Road currently serves as a Lecturer of Journalism
for Auburn University. He spent over 35 years working for The Associated
Press. His respected career in journalism spanned every Alabama governor
from George Wallace to Robert Bentley where he extensively covered
government and politics.

Bishop B. Mike Watson of Birmingham is the Bishop in residence at
Canterbury United Methodist Church in Birmingham and is currently serving
as the Ecumenical Officer of the Council of Bishops. He has served as a minister
in Dothan and Mobile. In addition to his work in the ministry, he is a past
president of the Mobile County School Board, which is the largest school
system in Alabama. He has a Bachelor of Science degree in finance and real
estate from The University of Alabama, a Master of Divinity degree from
Emory University's Candler School of Theology, and a Doctor of Ministry
degree from Vanderbilt University.
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Members’ Working Principles Commitment
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WORKING PRINCIPLES FOR THE
GOVERNOR’S STUDY GROUP ON GAMBLING PoOLICY

As a member of the Governor’s Study Group on Gambling Policy, I commit to
performing my duties with due regard for both the integrity of the Study Group’s
private, internal deliberations as well as public transparency in the Study Group’s
interactions with persons and groups seeking to influence our work. To that end, I
commit—to the other members of the Study Group and to Governor Ivey —that I
will carry out my duties as a Study Group member in accordance with the following
principles:

1. Iwill not communicate about the substance of the Study Group’s work with
any person who is not a member of the Study Group except during public
sessions of the Study Group or as authorized by the Study Group.

2. I'will encourage persons who are not members of the Study Group to
communicate with the Study Group through the following email address:
sggp@governor.alabama.gov.

3. If I receive documents or information relevant to the Study Group’s work
from any person who is not a Study Group member, I will share it with the
Governor’s Office staff liaison for distribution to all other members of the
Study Group.

4. T will treat all discussions among the members of the Study Group —outside
the Study Group’s public sessions —as confidential, internal deliberations,
conducted for the purpose of developing recommendations to Governor Ivey
on pressing matters of public policy.

Signature
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Gambling in Alabama:
A Report from the Governor’s Study Group on Gambling Policy
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Gambling in Alabama:
A Report from the Governor’s Study Group on Gambling Policy

On February 14, 2020, Alabama Governor Kay lvey signed Executive Order No. 719, establishing the
Governor’s Study Group on Gambling Policy. The Study Group’s mission was to produce detailed and
accurate factual findings to allow the Legislature and the People of Alabama to make informed decisions
about the future of gambling in the State.

In addition to establishing the Study Group, Executive Order No. 719 outlined several specific questions
to be answered by the Study Group. Those questions, and their corresponding pages within this report,
are as follows:

1. What is the current status of gambling operations in Alabama? [Pages 2-6]

2. What are the possible forms of gambling that could be allowed in Alabama (e.g., casino-
style slot machines, casino-style table games, a lottery, a compact, sports betting, etc.)?
[Pages 6-10]

3. What are the benefits of allowing gambling — whether economic, fiscal, social, political,
or otherwise? For each possible form of gambling identified by the Study Group, how
much revenue can the State reasonably expect to receive? In particular, what has been
the experience of other States with respect to revenue derived from gambling? Are there
factors unique to Alabama that could positively or negatively affect the amount of
revenue Alabama could expect to receive from gambling? How do other States spend the
revenue they derive from gambling? [Pages 11-21]

4. What are the costs of allowing gambling — whether economic, fiscal, social, political, or
otherwise? For each possible form of gambling identified by the Study Group, what costs
are unique to that particular form of gambling? What harmes, if any, have other States
experienced as a result of allowing gambling? What factors unique to Alabama could
make these costs more or less severe? [Pages 21-26]

5. What regulatory structures and practices have other States adopted to maximize the
benefits of gambling and minimize the costs of gambling? Taking into account the possible
forms of gambling identified by the Study Group, are there other regulatory options
uniquely available to Alabama to accomplish this purpose? [Pages 26-29]

METHOD OF STUDY & RESEARCH

In order to make the task more manageable, the Study Group divided itself into four Subject-matter
Subcommittees, each with three members, to study specific components laid out by the Executive Order.
The four subcommittees were: (1) Possible Gaming Venues & Applicable Federal Law; (2) Benefits of
Legalized Gambling; (3) Cost of Legalized Gambling; and (4) Regulatory Structures & Best Practices.

Through the four subcommittees, the Study Group conducted independent research, in which it examined
the current status of gambling in Alabama. It also explored practices and policies in other states, including
those with mature gambling operations, newly permitted gambling operations, and various forms of
permitted gambling; it took into account federal statutes and case law; it considered a variety of studies
relating to gambling and commissioned its own studies provided by industry sources, economists, and
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state agencies; and it compared and contrasted regulatory structures and other governance practices
associated with gambling in other states.

In addition to conducting its own research, the Study Group held a series of public meetings, during which
industry experts and advocacy groups presented cases both for and against gambling. The presenters
provided local, statewide, and national perspectives on gambling. The Study Group also welcomed public
comments.

Ideas and opinions about gambling are seemingly endless, and research on the topic could continue in
perpetuity. However, the Study Group thoroughly but succinctly addressed the questions posed by
Executive Order No. 719, and through this report, the People of Alabama will be equipped with the facts
to make a well-informed decision about the future of gambling in Alabama.

HISTORY & CURRENT STATUS OF GAMBLING UNDER ALABAMA LAW

Gambling currently exists in Alabama in various forms, but much of it is unregulated and untaxed by the
State. The development of Alabama’s gambling laws over time has resulted in a patchwork system that
allows only limited forms of gambling in limited locations, and often reflects a tension between the intent
of Alabama’s current gambling laws and the extent to which those laws are capable of being enforced.

Development of Alabama Gambling Law

To understand gambling law in Alabama, it is first important to reinforce the concepts of how laws are
made or changed in Alabama. Some laws are part of the State Constitution, the Alabama Constitution of
1901; other laws are part of the Code of Alabama. To change the Constitution, the Alabama Legislature
must approve and propose a constitutional amendment, which must then be ratified by a vote of the
people. Changing the Code, on the other hand, requires only legislative approval and does not require a
vote of the people.

Alabama’s current gambling law is rooted in the Constitution, which specifically prohibits most forms of
gambling in Article IV, Section 65:

The legislature shall have no power to authorize lotteries or gift enterprises for any
purposes, and shall pass laws to prohibit the sale in this state of lottery or gift enterprise
tickets, or tickets in any scheme in the nature of a lottery; and all acts, or parts of acts
heretofore passed by the legislature of this state, authorizing a lottery or lotteries, and all
acts amendatory thereof, or supplemental thereto, are hereby avoided.

In addition to the lotteries most Alabamians think of today — like Powerball or instant scratch-off games —
the term “lottery” in the Constitution includes any game where someone buys the right to win a prize
awarded primarily based on chance.?

Despite this general prohibition against most forms of gambling in the Constitution, limited forms of
gambling have been legally allowed in Alabama over the years. Some forms of gambling, which involve
more skill than chance and are therefore not constitutionally prohibited, have been legalized in the
Alabama Code by statute. Similarly, other forms of gambling predominately based on chance — primarily
bingo — have been legalized by constitutional amendment.
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For example, during the 1970s and 1980s, the Alabama Legislature allowed several counties—Greene,
Jefferson, Macon, and Mobile—to create “Racing Commissions” to regulate pari-mutuel betting on horse
races and dog races, both live and simulcast. “Pari-mutuel” betting is a form of gambling in which the
operator takes a commission on all wagered bets and the winnings are paid from the remainder of the
pooled bets.

In 1986, the Legislature enacted the statewide “Chuck-E-Cheese law” to authorize “skill-based” games
with winnings limited to “noncash merchandise, prizes, toys, gift certificates or novelties, each of which
has wholesale value of not more than five dollars ($5).”2

In 2019, the Legislature further expanded legalized “skill-based” games to allow betting on fantasy sports
and daily fantasy sports. Of note is the distinction between wagering on fantasy sports, which is legal
under the 2019 law, and traditional sports betting, which generally remains illegal. Like the “Chuck-E-
Cheese law,” this 2019 law applies statewide.

From 1980 to 2004, voters approved several local constitutional amendments to legalize bingo in 16
Alabama counties, usually to support local nonprofits, religious groups, or educational institutions.

FIGURE 1: ALABAMA COUNTIES WITH LEGALIZED CHARITY BINGO
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While these amendments make bingo legal in certain counties, the definition of “bingo” has been a source
of litigation for years. In fact, since 2009, the Alabama Supreme Court has issued at least 15 decisions
concerning the definition of “bingo.”3

Ultimately, the courts ruled that only the game “commonly or traditionally” known as bingo, involving
player participation and interaction and, usually, paper cards, is legally permissible.* The Alabama
Supreme Court even developed a six-part test to determine the legality of bingo in Barber v. Cornerstone
Community Outreach Inc. In the Cornerstone case, which is perhaps the most well-known case in this area,
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the Supreme Court said that, to be considered bingo, a game must, at a minimum, include the following
six characteristics:

1. Each player must use one or more cards with spaces arranged in five columns and five rows, with
an alphanumeric or similar designation assigned to each space;

2. Alphanumeric designations must be randomly drawn and announced one by one;

3. Each player must pay attention to the announced values—and if a match occurs, the player must
physically act to mark it on his or her card;

4. A player must be able to lose by not paying attention or not properly marking his or her card;

5. To win, a player must recognize that he or she has a bingo and announce that fact before any
other player does so; and

6. The game must be played in a group with multiple players competing against one another.®

In sum, gambling in Alabama has evolved over the years to allow fantasy sports betting statewide and
pari-mutuel dog and horse race betting as well as bingo in certain counties, but most forms of gambling
remain illegal in Alabama. Ultimately, Alabama law on gambling may best be described as a patchwork
system in which some forms of gambling are authorized in some locations even though most forms of
gambling are constitutionally prohibited statewide.

Enforcement Challenges

Despite the legal forms of gambling in Alabama, several constitutional and statutory prohibitions against
gambling remain intact. However, there is no statewide regulatory entity dedicated to overseeing
gambling in Alabama as there is in most other states. The resulting system makes statewide enforcement
of gambling law challenging for the State.

Over the years, several attempts have been made by the State to exert some degree of uniform
enforcement of Alabama’s gambling laws. Indeed, many Alabamians will recall high-profile news stories
relating to these efforts. Again, with no statewide regulatory entity, most of the State’s efforts to enforce
its gambling laws have proven largely ineffective, and many remain pending in the courts after years of
litigation.

Attempts to Change Alabama Gambling Law

As previously mentioned, meaningful change to Alabama’s gambling law would require a vote of the
people on a proposed constitutional amendment. In 1999, the people of Alabama indeed had the
opportunity to vote on a proposed education lottery, which was defeated by a vote of 54 to 46 percent.

Since that vote, gambling has remained a subject of debate in Alabama — both among the general public
and within all three branches of government. Numerous lawsuits have been filed; at least eight
gubernatorial executive orders have been issued; and more than 180 bills have been introduced in the
Legislature — including at least five bills during the 2020 Regular Session — all in an attempt address
gambling in some way.

Until an efficient and effective statewide remedy is approved, it can reasonably be concluded that the
State of Alabama will continue to expend considerable time and money attempting to address the issue
of gambling. This remedy — if agreed upon — will likely result in a fairly regulated and fairly taxed system
of gambling, bringing Alabama on par with most other states.
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INDIAN GAMING UNDER FEDERAL LAW

The issue of Indian gaming introduces another important legal facet of gambling in Alabama. The
regulation of Indian gaming involves concepts federal law, not just state law.

The Indian Gaming Regulatory Act

The Indian Gaming Regulatory Act (IGRA), which was enacted in 1988, is the federal law that governs
gambling on “Indian lands,” which generally refers to Indian reservations or lands held in trust by the
federal government. In addition to providing a statutory authorization for Indian tribes to conduct gaming
on Indian lands, IGRA outlines a framework for regulating Indian gaming. IGRA was intended to balance
the interests of the tribes, the states, and the federal government in regard to Indian gaming.®

To achieve this careful balance, IGRA divides gaming on Indian lands into three classes — class |, class I,
and class lll — and provides a different regulatory procedure for each class. Therefore, according to IGRA,
the class of gambling determines the extent to which a state or the federal government may regulate that
type of gambling. Below is a brief description of each gaming class and its corresponding regulatory
procedure:

e (Class | gaming. Class | gaming, which consists primarily of traditional Indian games played as part
of tribal ceremonies, may be played on Indian lands subject to regulation only by the tribe.’
Neither the federal government nor a state may interfere with the regulation of class | gaming.

e (Class Il gaming. Class Il gaming, which consists of bingo and certain card games, may be played
on Indian lands only if the state also allows “such gaming.”® In that event, the class Il gaming
activity is subject to federal regulation by the National Indian Gaming Commission, and the state
may not interfere.’

e Class Ill gaming. Class Il gaming, which is defined as all forms of gaming that are not class | or
class Il gaming, is similar to class Il gaming in that it may be played on Indian lands only if the state
also allows “such gaming.”%0 In that event, the class Il gaming activity is subject to regulation
through a federally approved agreement between a tribe and a state known as a tribal-state
compact. !

The combined effect is that states have no regulatory control over class | gaming on Indian lands; states
have only indirect control over class Il gaming on Indian lands; and class Ill gaming may occur on Indian
lands, but only if the state allows “such gaming” and agrees to a compact with the tribe regarding the
terms of regulation of that gaming on Indian lands.

In addition to establishing terms under which the class Ill gaming activities on Indian lands would be
regulated, a tribal-state compact could contain other provisions, such as, providing for the reimbursement
of costs associated with that regulation.?? Furthermore, a compact could allow the state to share in the
tribe’s gambling revenues if a provision in the compact gives the tribe an “economically valuable
concession” as determined by the federal government.

Should Alabama decide to enter a compact to allow, and thus regulate, class Ill gaming on Indian lands,
the State must first determine which forms of class Il gaming to allow under its own state laws. Only after
“such gaming” is allowed under Alabama law, may the State proceed with compact negotiations.
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In sum, federal law establishes a hierarchy of Indian gaming and Indian gaming regulation. This federal
regulatory structure creates legal interaction between state and federal law that can become complex
and legally technical but which must be given full consideration.

POSSIBLE FORMS OF GAMBLING IN ALABAMA

Should Alabama expand the legal forms of gambling, a variety of gambling options are available.
Essentially, lotteries and all forms of traditional “casino-style” games are not currently permissible in
Alabama, although these types of games could be permitted upon approval of a constitutional
amendment. With the limited exception for betting on fantasy sports and daily fantasy sports, sports
betting is also prohibited in Alabama. These types of gambling could be legally permitted within the State,
or the State could move to allow specific forms of these types of gambling, while explicitly prohibiting
others.

Forms of gambling allowed in other states, which Alabama could consider legalizing include:

e Banked card games: Any game of chance that is played with the house as a participant
where the house takes on all players, collects from all losers and pays all winners, and the
house can win.

e Card rooms: A facility where the public is invited to play authorized card games, usually
poker, for money or anything of value. The operator charges a fee for participation and is
not a participant in the games.

e Full service commercial or tribal casinos: Privately operated gaming facilities that
generally offer a wide range of gambling options including slot machines and other
electronic gaming machines, banked card games, ball games (such as roulette) and dice
games. Some states limit the operations to slot machines and/or other electronic gaming
machines, but they allow the businesses to advertise as “casinos.”

e Jai alai: Wagering on a court game somewhat like handball played usually by two or four
players with a ball and a long-curved wicker basket strapped to the wrist.?3

e Single-game sports betting: Existing gambling operations and, in some states, online
sports betting operators accept wagers on the outcome of individual sports events, both
professional and college.

e State lottery: A game of chance operated by a state government, with customers paying
a small amount for the chance to win a large sum. A lottery’s winning number or numbers
are chosen in a drawing. Lotteries come in different types. Instant lotteries offer
immediate prizes and consist of scratch-off tickets and pull tabs. Other lottery games may
last a few days or a week. Not all games have winners because the winning numbers may
not be held by any customer. If no customer wins, the cash prize rolls over to the next
drawing. Some states allow only paper lottery tickets purchased at retailers, and others
allow online sales.

e  Multi-jurisdiction lottery: Lottery games that are offered in more than one jurisdiction,
allowing lotteries to generate larger jackpots than they could individually. Jackpots may
be paid in lump sums or annuities. The prize pool is shared by all participating lotteries.
Examples include Powerball, Mega Millions, Hot Lotto, Tri-State Megabucks, Cash4Life
and Lucky for Life.*
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Each of the aforementioned gambling venues or forms of gambling are legal in the United States, within
certain states. For comparison, a breakdown of gambling offered in states neighboring Alabama is below.

Florida

e Jaialai

e Pari-mutuel betting on horse races and dog races (with live greyhound racing being
phased out by the end of 2020)

e Card Rooms

e Commercial casinos (essentially electronic gambling facilities at jai alai and pari-mutuel
facilities, with house-banked card games and ball and dice games prohibited)

e Tribal casinos (house-banked card games allowed, but ball and dice games, such as
roulette and craps, prohibited.)

e State lottery without online sales

e Multi-jurisdiction lottery

Georgia
e State lottery with online sales
e Multi-jurisdiction lottery

Mississippi
e Commercial casinos with a full range of gambling options
e Tribal casinos with a full range of gambling options
e State lottery without online sales
e Multi-jurisdiction lottery
e Sports betting at tribal and commercial casinos

Tennessee
e State lottery without online sales
e Multi-jurisdiction lottery
e Sports betting online only

Gambling During the 2020 Election Cycle

Gambling was a featured ballot initiative in six states during the November 3, 2020 elections, and
voters in all six states approved measures to expand gambling.

Sports betting was approved statewide by voters in Maryland and South Dakota. Louisiana voters
were also presented with the opportunity to approve sports betting on a parish-by-parish basis —
56 of the State’s 64 parishes approved the measure. It is now up to lawmakers in each of these
states to establish regulatory procedures before sports betting will become active.

Casino gambling was on ballots in Virginia after the State’s General Assembly passed a measure
earlier in the year to allow casinos to be built in five cities. Voters in four of those cities approved
their ballot initiatives, while the fifth local referendum will appear on a future ballot.

Voters in Colorado, which previously allowed casinos in only three cities, approved an initiative to
expand its legal casino gambling activities. A cap limiting wagers to $100 was removed, and
additional types of gambling were approved.
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Finally, voters in Nebraska approved three statewide gambling measures — one constitutional and
two statutory. The constitutional amendment legalizes casino gambling at racetracks in five
Nebraska cities, while the two statutory referendums address the regulation and taxation of
casino gambling.

Comparisons of State Gambling Venues

The following table and maps depict the state of legal gambling venues and operations across the
United States, Alabama excluded, according to the American Gaming Association.

TABLE 1. LEGALIZED GAMBLING BY STATE

Commercial . .
and/cfr Trillgal cz::mz:ial Ca.rsri':jiu Lottery® BZ?:;:;H
Casinos
Alaska v v
Arizona v v v
Arkansas v 4 v v
California v v v
Colorado v 4 v v v
Connecticut v v v
Delaware v 4 v v
Florida v v v v
Georgia v
Hawaii
Idaho v v v
Illinois v v v v
Indiana v 4 v v v
lowa v v v v v
Kansas v v v v
Kentucky v
Louisiana v v v v v
Maine v v v
Maryland v v v v
Massachusetts v v v
Michigan v v v v v
Minnesota v v v
Mississippi v v v v v
Missouri v v v
Montana v v v v
Nebraska v v v v
Nevada v v v v
New Hampshire v v
New Jersey v J v v
New Mexico v v v v v
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New York v v v v v
North Carolina v v v v
North Dakota v v v
Ohio v v v
Oklahoma v v v v
Oregon v v v v
Pennsylvania v v v v
Rhode Island v v v v
South Carolina v
South Dakota v v v v v
Tennessee v v
Texas v v v
Utah
Vermont v
Virginia v v v v v
Washington v v v v
West Virginia v v v v
Wisconsin v v v
Wyoming v v v
TOTAL 41 27 29 45 25

FIGURE 2: CASINOS MAP?°
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FIGURE 3: LOTTERIES MAP#
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FIGURE 4: SPORTS BETTING?

. Legal Sports Betting (Active)

D Recenily Legalized Sports
Befting (Not Yet Active)

| | Sports Betting llegal



Study Group on Gambling Policy
Page 33 of 876

BENEFITS OF LEGALIZED GAMBLING IN ALABAMA

In addition to providing an entertainment value, the benefits of expanded legalized gambling in Alabama
are almost purely economic in the form of job creation and potential economic development
opportunities — and fiscal in the form of revenue generation for the State. While the prospect of future
economic development opportunities is nearly certain, it is also somewhat speculative. On the other hand,
the fiscal benefits and revenue generation can be estimated with a higher degree of certainty using state
comparison data, modelling, and projection methods. Three forms of gambling — lottery, casino-style
gambling, and sports betting — were studied to estimate their potential benefit to the State of Alabama in
terms of revenue generated to the State should Alabama decide to expand legalized gambling to include
one or more of these gambling options.

Lottery

Alabama is one of five states — along with Alaska, Hawaii, Nevada, and Utah — that does not allow
operation of a state lottery. The other 45 states allow and currently operate lotteries. States develop and
administer their own form of lottery games — including various scratch-off, draw, or instant games — that
are unique to that state. Each of the 45 states that offer lottery games also allow play of multi-state
lotteries, including Mega Millions and Powerball, and some states participate in smaller, regional multi-
state lotteries. Additional variations of lottery play options offered by different states can be found
according to those that allow online or electronic lotteries.

A primary methodology used to compare lottery efficiencies and project lottery revenue generation is the
per capita method. The per capita method is considered the industry standard for lottery analysis as
population is considered the best predictor of total lottery sales. States, vendors, associations, and
researchers typically use per capita data analysis to evaluate future operations of existing lotteries, new
lottery launches, and how various factors, components, or changes may influence lotteries.

Two key elements to be considered regarding a lottery are revenues and expenses. Specifically, the
following questions should be answered:

e What percentage of sales will be designated for prizes?
e What percentage of sales will be paid to the state?
e What percentage of sales will be used for lottery operation costs?

A state should have confident revenue estimates to best answer these questions. To project potential
lottery revenue in Alabama, the Study Group examined a variety of reports, data, and presentations,
including:

e Analysis of Potential Gaming Revenue, Public Affairs Research Council of Alabama
(PARCA), May 20203

e Summary of Potential Alabama Gaming Revenues, Alabama Department of Revenue,
April 20202

e An Economic Analysis of a Lottery in Mississippi, Mississippi Institutions of Higher Learning
University Research Center, November 2017%

e Alabama Lottery Launch, Scientific Games Corporation, 2020%°
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e Common Questions When Considering a State Lottery, New Mexico Lottery Authority,
May 2020%

In addition to reviewing revenue projection reports submitted to the Study Group, the Group developed
its own revenue projections based on the per capita model. Estimated lottery revenues (in millions) to the
State of Alabama according to the various aforementioned sources are below in Table 2.

TABLE 2. ANNUAL STATE REVENUE ESTIMATES FROM LOTTERY

Source Revenue Estimate (in millions)
PARCA $270 - $386
Alabama Department of Revenue $286 - $S407
Mississippi University Research Center $161 - $186
Scientific Games Corporation $277
New Mexico Lottery Authority $280

Governor’s Study Group on

Gambling Policy 2200 - 5300

In addition to examining other states to help project potential state revenues, the Study Group gathered
information on how other states allocate the total lottery sales revenue. As a percentage of total lottery
sales, most lottery revenues can be divided into the following ranges:

e 55%-65% of lottery sales are designated for prize payments
e 20%-30% of lottery sales are paid to the state
e 10%-15% of lottery sales are used for lottery operations costs

For comparison of Alabama border states, Table 3 below illustrates the percentage of total lottery sales
allocated to prizes, beneficiary transfers, and operations as stated within their annual reports for Fiscal
Year 2019.

TABLE 3. PERCENT ALLOCATION OF TOTAL LOTTERY SALES

Prizes State Beneficiaries Operations
Florida 65% 27% 8%
Georgia 63% 27% 10%
Mississippi Data Not Available
Tennessee 64% 26% 10%

Given the data collected from other states, it can be reasonably concluded that the lottery business model
works to the fiscal benefit of states. In all instances, states with lotteries — and their designated causes,
initiatives, and programs — benefit from lottery activity.

In Alabama, it is a reasonable expectation that a lottery — properly structured and operated like a business
— could generate approximately $200 million to the State annually during its early years and grow to
approximately $300 million or more as it matures. One observed characteristic of state lotteries is that
revenues typically grow quickly, plateau, and then grow long-term at the rate of growth of the state.
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Another characteristic of lotteries is that they are competitive in nature — a state must make its lottery
attractive to the consumer in comparison to lotteries in other states. It has been observed that a lower
percentage of prize payouts results in lower lottery participation.

For example, Louisiana Lottery President & Chief Executive Officer Rose J. Hudson recently stated that the
1991 legislation creating the Louisiana lottery mandated 35 percent of sales revenue be transferred to
the State. Louisiana was one of only two states with a transfer mandate, and its mandate was the highest
in the United States. According to Hudson, the transfer mandate prevented the Louisiana Lottery from
offering more popular games and higher payout games, which are successful in other states. Hudson
argued that with more flexibility, the Louisiana Lottery could increase its revenue generated to the State
through increased sales despite paying the State a smaller percentage of total lottery sales. During a 2020
legislative session, the Louisiana legislature lowered the minimum percentage of revenue required to be
transferred from the Lottery to the State from 35 percent to 25 percent, with the expectation of increasing
state revenue.

Oklahoma’s lottery history depicts a similar situation. Since its inception in 2004, the Oklahoma lottery
routinely and significantly underperformed its projections of $150-$300 million per year to help fund
education, never surpassing $72 million. Lottery officials noted multiple reasons for the lack of sales.
Primarily, 35 percent of sales went to education, while only 52 percent of sales went to prize payouts.
During 2017, the Oklahoma Legislature reformed the lottery payout system and removed the state
percentage requirement.?® Following the passage of the legislation, Oklahoma’s total lottery ticket sales
revenue increased from roughly $151 million during 2017 to $221 million during 2018; its total sales
increased by more than $69.5 million, its prize payouts increased by more than $56.2 million, and its
education contribution increased by more than $10.9 million.?

With this in mind, best practices suggest that flexibility and adaptability are key elements to the success
and competitiveness of state lotteries. To maximize revenue, state lotteries require the freedom to
operate like a professional business but must still maintain governmental oversight. Other observed
characteristics essential to a successful lottery are initial leadership and management, integrity and
transparency, and a worthy beneficiary or beneficiaries.

Casino-style Gambling

Casino-style gaming is the second component of this gambling analysis. Casino-style games are those
offered by full-service casinos, including slot machines, table games, dice games, and card games.
Generally, there are two types of casino operations, commercial casinos and tribal casinos. One important
distinction to keep in mind when considering gambling is that lotteries are often operated or administered
by a state, while casinos are operated privately, but regulated by the state in which they operate.

Alabama is one of nine states that does not allow class Il tribal or commercial full-service casino-style
games. Of the 41 states that allow class Il tribal or commercial full-service casino-style games, 29 states
have tribal casinos, and 27 states have commercial casinos. Fifteen states have both tribal and commercial
casinos.

Another aspect of casino-style gambling operations is the type of gambling options available to the
consumer. For example, either by statute, regulation, or operator choice, a casino may only operate
electronic games like slot machines and video card games, or a casino may operate card, dice, and table
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games, or it may offer a combination of all casino-style gaming. According to the Alabama Department of
Revenue, about 74 percent® of casino revenue is derived from slot machines, meaning only about 26
percent of casino revenue is derived from other casino games.

When considering gambling expansion policies and the potential benefit to a state, it is important to first
determine confident gambling tax revenue estimates. The Study Group developed its own projections and
also considered the following three estimates:

e Analysis of Potential Gaming Revenue, Public Affairs Research Council of Alabama
(PARCA), May 2020

e Summary of Potential Alabama Gaming Revenues, Alabama Department of Revenue,
April 2020

e  Winning for Alabama, Porch Band of Creek Indians3!

Estimated annual gambling tax revenues (in millions) to the State of Alabama from the various
aforementioned sources are seen in Table 4 below.

TABLE 4. ANNUAL STATE REVENUE ESTIMATES FROM CASINOS

Source Revenue Estimate (in millions)
PARCA $398 - 5423
Alabama Department
of Revenue °311-5388
Porch Band of Creek Indians $350
Governor’s Study Group on $300 - $400

Gambling Policy

In conclusion, it can be reasonably assumed that expanded casino-style gambling offerings in Alabama
would provide a positive fiscal impact to the State in the form of annual casino gambling taxes. However,
revenue may vary depending on the number and location of casinos permitted and the presence of
casinos will add an element of consumer competition to a state lottery.

Sports Betting

Sports betting is the final component of gambling studied by the Study Group. Generally, sports betting is
considered a relatively small segment of the gambling industry, but it is growing rapidly, especially with
the introduction and popularity of online and mobile access to sports wagering. As previously mentioned,
it is important to distinguish between traditional sports betting, which remains illegal in Alabama, and
betting on fantasy sports and daily fantasy sports, which the Alabama Legislature authorized in 2019.

Until 2018, a federal statute prohibited most states from legalizing sports betting. In 2018, however, the
Supreme Court of the United States decided the landmark case Murphy v. National Collegiate Athletic
Association® in which it struck down that federal statute. Now, 25 states and the District of Columbia
have legalized sports betting.

Even among states that actively allow sports betting, consumer delivery options vary. Some states offer
sports betting only in physical sportsbook facilities, while others offer full or partial mobile or online sports
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betting; still others require consumer registration at a physical sportsbook facility before permitting
mobile sports betting.

Sports betting bears an inherent risk of loss assumed by the operator, and legal sports betting operations
are conducted by vendors or contractors. In exchange for market access within a state, sports betting
operators may pay a license fee to the state and/or remit taxes on sales. Like lottery prize payments, it is
important that a state maintain competitiveness with other states —and even illegal sports betting outlets
—regarding fee and tax schedules. For comparison, Mississippi’s sports betting tax rate is 11 to 12 percent
(eight percent state tax and three to four percent local tax).>

To better understand what positive fiscal impact legalized sports betting may have on the State of
Alabama, the Study Group developed its own revenue estimates and studied estimates from the following
sources:

e Analysis of Potential Gaming Revenue, Public Affairs Research Council of Alabama
(PARCA), May 2020

e Summary of Potential Alabama Gaming Revenues, Alabama Department of Revenue,
April 2020

e Economic Impact of Legalized Sports Betting, Oxford Economics, May 20173

Estimated annual revenues (in millions) to the State of Alabama from the aforementioned sources are
seen in Table 5 below.

TABLE 5. ANNUAL STATE REVENUE ESTIMATES FROM SPORTS BETTING

Source Revenue Estimate (in millions)
PARCA S6
Alabama Department of Revenue $10
Oxford Economics $17 - $35

Governor’s Study Group on

Gambling Policy »10

It should be noted here that the PARCA and Department of Revenue projections are very conservative. By
comparison, the Oxford Economics projection is much higher, with a very broad range. This is reflective
of the ongoing evolution of online and mobile sports betting and its anticipated increased revenue
generation.

In conclusion, sports betting could be an important component of gambling in Alabama, should the State
approve expanded gambling offerings, as it should generate significant fiscal benefit. Anecdotally,
Alabama is said to have one of the highest rates of illegal sports betting, and it is believed that the
introduction of legal, regulated sports betting will curb illegal activity, which could be an added social
benefit of legalized gambling.

Summary of Fiscal Benefits of Legalized Gambling in Alabama

The Study Group studied three components of gambling — lottery, casino-style gaming, and sports betting
— and estimated their potential benefit to the State of Alabama in terms of annually generated state



Study Group on Gambling Policy
Page 38 of 876

revenue. The annual revenue estimates as depicted below (in millions) reflect potential ranges of full,
competitive, and mature gambling operations.

TABLE 6. TOTAL ANNUAL STATE REVENUE ESTIMATES FROM GAMBLING

Revenue Source Revenue Estimate (in millions)
Lottery $200 - S300
Casino Gaming $300 - $400
Sports Betting $10
POTENTIAL TOTAL $510-S710

OTHER BENEFITS OF LEGALIZED GAMBLING

In addition to actual gambling revenue generated by lottery sales, casino play, and wagering, the
introduction of legalized gambling would produce other benefits as well. These secondary benefits are
likely to include job creation; the curbing of illegal gambling activities; and new economic development
opportunities, which would lead to increased state and local revenue in the form of taxes from
employment, lodging, food, entertainment, and capital projects.

Job Creation

The introduction of legalized gambling in Alabama would create new jobs, both through direct and indirect
employment. According to a cost-benefit economic analysis,® Alabama could realize more than 19,000
newly created jobs with the introduction of a lottery and casino gambling. In fact, the same report
estimated that each new casino would employ 766 people with an average annual salary of $50,015. It
should be noted that the average annual income earned by casino employment represents a significant
income premium compared to Alabama’s current average annual income of $26,846.3°

Perhaps most quantifiable is the projection of jobs created by a gambling regulatory entity and state
lottery staff. By using a per capita method of examining comparable southeastern states, it can be
reasonably estimated that Alabama would realize an additional direct 114 jobs by way of state lottery
staff. A comparison table of similar states illustrates this conclusion.

TABLE 7. LOTTERY ADMINSTRATION STAFF

Population®’ Staff3®
Tennessee 6,829,174 175
Missouri 6,137,428 153
South Carolina 5,148,714 121
Alabama 4,903,185 114*
Louisiana 4,648,794 107
Kentucky 4,467,673 158
Arkansas 3,017,804 63

Mississippi 2,976,149 data not available

*Estimate based on per capita analysis
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Impact on lllegal Gambling

Another secondary benefit of legalized gambling is its potential impact on illegal gambling activities. As
mentioned earlier, Alabama’s current patchwork gambling system does not include a statewide regulatory
entity dedicated to enforcing gambling law. Research indicates that the presence of legal gambling —
especially when coupled with clear laws, regulations, and explicit jurisdictional enforcement authority —
diminishes the prevalence of illegal gambling activities. In fact, a recent study found that during 2019,
sports bettors reduced their wagering with illegal bookies by 25 percent in states with legal sports
betting.®® Furthermore, in contrast to unregulated illegal gambling, legal gambling with well-enforced
regulations ensures fair play for consumers and generally creates greater access to treatment for
disordered gamblers.

REVENUE DERIVED FROM GAMBLING

The generation of state revenue is a primary motivator for states to legalize gambling activities. According
to one report, “the factors that have the strongest impact on gambling legalization are efforts to raise
revenue in response to poor state fiscal conditions, efforts to stimulate economic development, an
alignment of political interests in support of gambling, and efforts to counteract interstate competition
for gambling revenue.”°

With this is mind, it is important to know how much money states actually derive from gambling
operations. Furthermore, a state considering gambling expansion may benefit by understanding how
other states allocate or spend their gambling revenues. As previously reviewed, three primary sources of
gambling monies are derived from lotteries, casinos, and sports betting. This analysis will focus on lotteries
and casinos as they are the most significant generators of state funds.

The table below depicts the portion of Fiscal Year 2019 lottery sales transferred to state beneficiaries*
and the designated lottery beneficiaries which received the transfers during fiscal year 2016,%* as specified
by the North American Association of State and Provincial Lotteries. Of the 45 states, 20 designated just
one beneficiary, while the remaining 25 states designated two or more lottery proceed beneficiaries. Also
notable, at least 28 of the states dedicated some or all lottery proceeds to education initiatives.

TABLE 8. STATE LOTTERY TRANSFERS TO BENEFICIARIES

Total Transfer to P
Beneficiaries Beneficiaries
Heritage Fund
Commerce Authority Arizona Competes Fund
Mass Transit
Healthy Arizona
General Fund (by Category)
Court Appointed Special Advocate Fund (Unclaimed prizes)

Homeless Shelters

Arizona $230,361,078

Department of Gaming
University Bond Fund
Internet Crimes Against Children Victims
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Arkansas
California

Colorado

Connecticut
Delaware*

Florida

Georgia

Idaho

lllinois

Indiana

lowa
Kansas

Kentucky

Louisiana

Maine

Maryland*

Massachusetts

$98,411,747
$1,847,063,359

$166,461,160

$372,300,000
$215,555,482

$1,927,000,000
$1,207,768,766

$60,000,000

$735,513,905

$312,223,309

$92,864,965
$74,909,328

$283,611,000

$184,318,132

$63,201,732

$1,201,675,757

$1,104,220,000

Tribal College Dual Enrollment Program
Educational Trust Fund

Education

Division of Parks and Wildlife

Conservation Trust Fund

Great Outdoors Colorado Trust Fund

School Fund

General Fund

General Fund

Health & Social Services-Problem Gambler Programs
Education Enhancement Trust Fund

Lottery for Education Account

Public Schools (K-12)

Public Buildings

Illinois Common School Fund (K-12)

[llinois Veterans Assistance Fund

Ticket For The Cure Fund

Quality of Life Endowment Fund

Multiple Sclerosis Research Fund

Special Olympics Fund

Build Indiana Fund

Teachers Pension Fund

Police & Firefighters Pension Fund

General Fund

Veterans Trust Fund

Transfers to the State

Post-Secondary & College Scholarships
Literacy Programs & Early Childhood Reading
Transfers to State

Problem Gambling

General Fund

Maine Outdoor Heritage Fund

Maryland General Fund - Lottery Profit
Baltimore City Schools - Lottery Profit
Maryland Stadium Authority - Lottery Profit
Education Trust Fund - VLT and Table Game Proceeds
Local Impact Grants - VLT Proceeds

Horse Racing Industry - VLT Proceeds

Small, Minority, and Women-Owned Businesses - VLT
Proceeds

Responsible Gaming - VLT and Table Game Assessments

Cities and Towns
Arts Council
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Michigan

Minnesota

Mississippi

Missouri
Montana

Nebraska

New Hampshire
New Jersey
New Mexico
New York*

North Carolina

North Dakota

Ohio*

Oklahoma

Oregon*

Pennsylvania
Rhode Island*
South Carolina

South Dakota*

Tennessee

$1,071,639,555

$153,194,906

Data not available

$346,717,413
$12,200,000

$46,567,592

$105,605,565
$1,105,000,000
$43,110,000
$3,474,041,000

$710,195,000

$9,342,500

$1,153,932,000

$67,554,285

$730,143,179

$1,143,225,749
$397,320,920
$488,091,540
$129,754,207

$447,185,000

General Fund

Compulsive Gamblers

Education (K-12)

Health and Human Services

General Fund

General Fund

Environmental and Natural Resources Trust Fund
Game & Fish Fund

Natural Resources Fund

Compulsive Gambling

Infrastructure

Education

Public Education in Missouri

State of Montana General Fund
Compulsive Gamblers Assistance Fund
Education Innovation Fund
Environmental Trust Fund

State Fair Support & Improvement Fund
Nebraska Opportunity Grant Fund
Education

Education and Institutions

Lottery Tuition Fund

Education

Education

Alcohol Law Enforcement

NC Problem Gambling

Compulsive Gambling Fund

State General Fund

Drug Task Force

Education

Education

Mental Health

Economic Development

Public Education

Parks and Natural Resource Programs

Gambling Addiction Prevention & Treatment Programs

Older Pennsylvanians
General Fund

Education Lottery Fund
General Fund

Capital Construction Fund
Grant to Human Services
Lottery for Education Account
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After School Program
Foundation School Fund

Texas $1,636,590,465 | Multicategorical Teaching Hospital
Texas Veterans Commission (Veterans Assistance Fund)
Vermont $29,095,062 | Education Fund
Virginia $649,703,969 | Public Education K-12

Washington Opportunity Pathways Account

King County Stadium and Exhibition Center (Qwest Field)
Washington $215,782,133 | Economic Development Strategic Reserve

Problem Gambling

General Fund

Education
L Senior Citizens
West Virginia* $495,141,920 ]
Tourism
Other
Wisconsin* $235,275,988 | Public Benefit - Total Available for Property Tax Relief
Wyoming $6,619,646 | Cities, Town, and Counties
*Transfer to beneficiaries may include other revenue in addition to traditional
lottery sales

Casino taxes and fees are another significant source of revenue for many states in which that type of
gambling is permitted. The tax and fee structure from which states derive casino revenue is typically more
complex than the lottery revenue, and it tends to vary dramatically from state to state. Many states, for
example, have graduated tax schedules with rates ranging from 0.25 percent to 40 percent, while other
states have a flat tax rate, in some instances, as low as 9 percent or as high as 67 percent.** Additional
variations can be found as some states tax individual casino facilities at different rates, while others assess
or allow assessment of local taxes.

In addition to taxing casino revenue, some states also impose various fees. Like tax rates and structures,
casino fees also vary from state to state. Examples of fees collected by different states include fees on
individual gambling machines, admission fees, and various local fees.

Like lottery revenue, state gambling revenue is typically dedicated to specific beneficiaries within state
government.

COSTS OF GAMBLING IN ALABAMA

Unlike some benefits of legalized gambling — which can be reasonably quantified and estimated — the
complete costs of legalized gambling are difficult to identify and even more difficult to accurately project.
It can be determined, however, that three primary costs are likely to be realized:

1. Services costs (government-sponsored treatment, prevention, and education)
2. Social costs (society and family, economic, and judicial)
3. Lost revenue costs (taxes)
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When considering potential costs of legalized gambling, it is important to understand that these are
primarily a result of individuals with a gambling disorder, otherwise known as problem gamblers,
pathological gamblers, or compulsive gamblers. According to the American Psychiatric Association (APA),
which publishes the Diagnostic and Statistical Manual of Mental Disorders, a gambling disorder involves
repeated problematic gambling behavior that causes significant problems or distress. The latest version
of this manual, DSM-5, replaces previously-used diagnoses, including problem gambling, pathological
gambling, and compulsive gambling, with the term “gambling disorder” and suggests diagnosis of this
disorder on a spectrum from mild to severe.*

Furthermore, gambling disorder was reclassified under Substance-Related and Addictive Disorders as a
Non-Substance Related Disorder. This reclassification coincides with research indicating a strong
correlation between gambling addiction and other addictions, including drugs and alcohol. In fact, a 2010
comorbidity study revealed that roughly 50 percent of individuals with a gambling disorder receive
treatment for another mental health or substance abuse problem.*

Potential Problem Gamblers in Alabama

When identifying the number of potential disordered gamblers Alabama can reasonably expect, it is
important to note that the majority of the adult population gambles responsibly. In fact, it is estimated
only 2.3 percent of gamblers in the United States will be problem gamblers, and fewer than 1 percent (0.6
percent) will be pathological gamblers.*® Although Alabama does not legally permit a full range of
gambling options, gambling has always and currently does exist. Therefore problem gambling is not and
will not be new to the State, as it has always and currently does exist in Alabama.

To identify the number of potential disordered gamblers Alabama can reasonably expect — and thus
estimate a potential cost of legalized gambling in Alabama — national statistics can easily be applied to
Alabama’s population.

Legal gambling ages across the United States vary, with most states setting the minimum age at either 18
or 21 years old. Though not absolute, generally, most states restrict casino play to individuals 21 years or
older, while bingo, pari-mutuel waging, and lottery participation is often allowed to individuals 18 years
or older. In Alabama, there is no consistent statewide age restriction on gambling. Depending on the
specific county (of the 16 counties that allow bingo), bingo in Alabama is limited to individuals 19 years or
older, 19 years or older unless accompanied by a parent or guardian, or 18 years or older. Meanwhile, dog
and horse race wagering is limited to individuals 19 years or older in Jefferson*” and Macon*® Counties
and 18 years or older in Greene County.* There is no statutory age restriction on dog and horse race
wagering in Mobile County.

Of Alabama’s current population of roughly 4,903,185 people, 77.8 percent of Alabamians are 18 years or
older, meaning Alabama’s total potential age-eligible gambling population is approximately 3,814,678.>°
Nationally, 60 percent of Americans are estimated to have gambled during the past year,*! so applying
this national incidence rate to Alabama’s population, it can be projected that 2,288,807 Alabamians would
regularly engage in some form of gambling if expanded gambling options were to be readily accessible.
Considering the aforementioned statistics, a breakdown of potential Alabama gamblers by population
follows in Table 9.
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TABLE 9. POTENTIAL ALABAMA GAMBLERS BY POPULATION

Alabama Population 4,903,185

Eligible Gambling Population, 18+ (77.8%) 3,814,678

Likely Gambling Population (60%) 2,288,807
Potential Problem Gamblers (2.9%) 66,375
Potential Compulsive Gamblers (0.6%) 13,733

While statistics suggest up to 66,375 Alabamians could exhibit a gambling disorder, the National Council
on Problem Gambling estimates that only 8 percent of problem gamblers — or 5,310 individuals in this
instance — would seek treatment.>?

Gambling Disorder Services Costs

Some argue that a state has an obligation to provide gambling treatment, prevention, and education
programs or services. In fact, many states require advertisement of gambling disorder treatment
programs and dedicate funds to gambling disorder treatment services. As of 2016, 40 states reported to
have publicly funded problem gambling services.>® According to the same study, of the 40 states publicly
funding problem gambling services, per capita funding ranged from $0.01 to $1.46, with an average per
capita funding $0.37 dedicated to problem gambling services. If that statistic were applied to Alabama’s
population, the State would dedicate roughly $1,814,000 to problem gambling or gambling disorder
services per year to be consistent with the national average.

The question remains: How much does it cost to treat a problem gambler?

Like many medical conditions, there exists a spectrum of gambling disorders with a continuum of
treatment possibilities, each with varying costs. For example, one counselling session may be sufficient
for some gamblers, while others may require a lifetime of treatment. With this in mind, it is nearly
impossible to estimate the true cost of gambling disorder treatment.

Social Costs

Perhaps the most difficult costs of gambling to identify and quantify are the interpersonal and social costs.
This is partially true because disordered gamblers put others at risk, in addition to themselves. Examples
of social cost categories identified by researchers include:>

e Crime, including law enforcement, corrections, and judicial costs;

e Business and employment, including displaced workers, lost productivity, and unemployment
costs;

e Bankruptcy;

e lllness and suicide;

e Social services and regulatory costs;

e Family costs, including divorce, domestic violence, and child abuse and neglect;

e Abused dollars, which is often a cost associated with unreported theft;

e Political costs, which could be manifested in the form actual or perceived undue political
influence.
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It can be concluded that in addition to harming themselves, a disordered gambler’s family, employer, and
creditors may also be impacted, as well as potential victims of crime. In short, the costs created by one
disordered gambler can be borne by other individuals and/or by society as a whole.

Displaced Revenue

Displaced revenue is another cost of expanded legalized gambling. It is not feasible to assume that money
spent on legal gambling activities is sourced strictly from individual or household “entertainment
budgets.” Therefore, not only might families potentially be negatively impacted, but so might businesses
and local governments as consumer funds are spent on gambling rather than on routine living expenses
and savings.

Types of Gambling and Associated Costs

Given that Alabama currently offers only limited legalized gambling, it should be contemplated how
different types of gambling activities impact potential costs. For instance, research shows a positive
correlation between proximity to a casino and the prevalence of gambling disorders. In fact, one study
notes that the number of problem gamblers doubles when a casino is located within 50 miles.>®

Lottery purchases, on the other hand, are typically accessible by virtually all citizens. This level of access
and exposure leads many to argue that lotteries present a regressive system of “taxation.” A regressive
tax is a fixed tax applicable at all income levels, which therefore, taxes low-income earners at a higher
rate. For example, the median household income in Alabama is $48,468.%¢ If individuals in a median-
income household choose to purchase $1,000 in lottery tickets, that equates to 2 percent of their income,
which some may describe as a 2 percent tax. By comparison, a household earning $150,000 may choose
to spend the same amount on lottery tickets and only be “taxed” at a 0.7 percent rate.

With far more people having easy access to lottery participation, lotteries are inherently more regressive
in terms of socioeconomic impacts as lotteries have a broader participation rate than any other form of
commercial gambling.

While lotteries are often considered regressive in nature, lottery participation is shown to be rather evenly
distributed and lowest among low-income earners in the United States. Table 10 and Table 11 illustrate
the results from a 2016 poll identifying lottery participants.>’

TABLE 10. LOTTERY PARTICIAPTION BY INCOME

Annual Household Income Lottery Participation Rate
Less than $36,000 40%
$36,000 to $89,999 56%
$90,000+ 53%

TABLE 11. LOTTERY PARTICIAPTION BY EDUCATION

Annual Household Income Lottery Participation Rate
High school or less 47%
Technical degree or some college 53%
College degree 53%

Postgraduate education 45%
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Summary of Costs of Legalized Gambling

There are certainly costs associated with gambling, which, as research suggests, primarily include services
costs, social costs, and revenue displacement costs. While these costs are real, they are not new, as some
limited forms of legal gambling and illegal gambling already exist in Alabama. It is important to note,
however, that while there are costs associated with gambling, the taxation of regulated gambling activities
creates an opportunity to dedicate public funds to gambling treatment, prevention, or education services.

TREATMENT, PREVENTION & EDUCATION

States that choose to support gambling disorder treatment services have options on how to deliver such
services. Many states provide services through non-profit organizations, while others choose to provide
services through state agencies. As previously mentioned, as of 2016, at least 40 states use public funds
to support gambling disorder services.

Currently, in Alabama, the primary sources for gambling treatment are non-profit organizations, including
the Alabama Council on Compulsive Gambling (ACCG), the National Council on Problem Gambling (NCPG),
and Gamblers Anonymous. The ACCG is one of 35 state affiliate organizations of the NCPG.

An additional option for Alabama to expand gambling disorder services is through a state agency. The
Alabama Department of Mental Health or the Alabama Department of Public Health are two existing
Alabama state agencies that are most similar to gambling disorder service provider agencies in other
states. Still, another possible option is the Alabama Medicaid Agency. In fact, Medicaid currently
recognizes pathological gambling as a covered condition.

State-funded gambling treatment services to be provided by the Alabama Medicaid Agency may be an
attractive option to some because the State’s investment would be magnified by the federal government.
For every dollar a state spends on Medicaid, the federal government will match it at a rate that varies year
to year according to the Federal Medical Assistance Percentages (FMAPs), which is used to determine the
amount of federal matching funds for state expenditures on assistance payments for certain services and
medical expenditures.®® Because Alabama’s poverty level is 16.8 percent compared to the national
average of 13.1 percent,* the State’s federal match is relatively high. For Fiscal Year 2020, the rate for
Alabama is 1:2.65, or 72.5 percent. So, for each state dollar dedicated to Medicaid, the Federal
Government will contribute $2.65, which could substantially increase treatment funding.

Prevention & Education

As with other disorders, prevention is often the best way to avoid or mitigate treatment. In the case of
legalized gambling, perhaps the most effective prevention measures are education and awareness.

According to a Journal of Gambling Studies publication, “Any responsible gambling program rests upon
two fundamental principles: (1) the ultimate decision to gamble resides with the individual and represents
a choice, and (2) to properly make this decision, individuals must have the opportunity to be informed.” %
The National Center for Responsible Gaming reinforces this notion, stating, “The industry and government
regulators are responsible for providing information to consumers, while the ultimate decision to gamble
always resides with the consumer.”®!

Advertising regulations and prevention campaigns may be a significant component of gambling disorder
prevention and odds awareness. The North American Association of State and Provincial Lotteries (NASPL)
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has approved advertising guidelines, to which it encourages its members to adhere.®? In part, the
guidelines state that “advertising should not encourage people to play excessively nor beyond their
means.” The guidelines also encourage clear, public, and readily available odds of winning, while also
dissuading the misrepresentation of a player’s chance of winning. The targeting of minors through
advertising is also discouraged.

Industry and advocacy groups also participate in public awareness campaigns. For example, the month of
March is Problem Gambling Awareness Month, during which the North American Association of State and
Provincial Lotteries (NASPL) partners with the National Council on Problem Gambling (NCPG) to provide
educational resources and training to those engaged in gambling, including lottery administrators,
retailers and players.

Research suggests that odds awareness through advertising may not be enough to adequately prepare
individuals to fully understand concepts like random chance and probability as problem gamblers typically
do not understand these key concepts as well as responsible gamblers. While studies show that targeted
education efforts decrease gambling frequency and gambling problems among those study participants,
research is inconclusive on the long-term effects of reducing problem gambling in society.%?

While a variety of gambling disorder prevention practices — including awareness, risk factor reduction,
protections, and screening and intervention — will likely reduce the incidence of gambling disorder and
mitigate social costs, it is widely agreed upon by the members of this Study Group that financial literacy,
including odds awareness, are the greatest keys to problem gambling prevention. As one study indicated,
“Problem gamblers identified financial illiteracy as a serious problem affecting their ability to identify and
manage the problem. Almost all the problem gamblers with debt reported being unable to manage their

money....” %

With this in mind, consideration should be made as to a state’s role in ensuring an informed and educated
gambling consumer base. If Alabama decides to permit more legalized gambling opportunities, should it
also dedicate public funds to prevention and education programs in an effort to reduce the likelihood of
gambling disorder development?

REGULATORY STRUCTURE

A diverse cross-section of states — including states with mature gambling operations, states with newly
permitted gambling operations, and states with different types and combinations of gambling offerings —
was examined to determine the characteristics associated with successful gambling regulations and
operations. Ultimately, the potential variations of governance, administration, and oversight range widely
and are somewhat dependent on factors unique to each state.

Broad and basic components of gambling oversight and regulation may include issuance of operator
licenses, regulation of gambling machines, and administration of a state lottery. Investigation and
enforcement of ethics and tax provisions may also be included in regulatory duties. Generally, gambling
regulation and oversight is an important function of government to ensure gambling activities maintain
operational integrity and are fair to the consumer.

Before considering governance variations, it is important to first review and understand Alabama’s current
structure and its limitations and deficiencies. Alabama currently has no statewide regulatory entity
dedicated to administering or overseeing a lottery or other gambling operations, to make and enforce
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gambling rules, or to otherwise regulate much of the gambling that occurs in the State. The result is
inconsistent and varying levels of enforcement. In fact, Alabama’s recent history of legal battles supports
the fact that Alabama lacks a legal and regulatory framework to adequately accommodate gambling. The
result has been years of litigation over laws the State cannot effectively enforce.

Therefore, the governing, administering, and overseeing of gambling would be a new function of Alabama
state government should the State decide to expand legal gambling opportunities — or should the State
decide to better regulate its existing gambling.

Alabama is unique compared to other states for a variety of reasons. First, Alabama’s prohibition against
most forms of gambling is constitutional — thus it cannot simply be changed by legislative act. Moreover,
should Alabama decide to expand legal gambling, it would be one of the last states to do so —thus it has
the benefit of learning from other states. Finally, Alabama has an existing patchwork of legalized gambling
that must be taken into consideration.

With this context in mind, Alabama has a great deal of lessons-learned from other states’ experiences
when considering best practices of regulatory structures.

Regulatory Observations & Conclusions

Having studied other states around the country, there are some basic observations and conclusions made
by the Study Group. At the highest level, a state must identify some sort of regulatory structure and will
likely select an entity that is either:

1) corporate in nature;
2) anindependent state agency; or
3) adivision of a state agency or public office.

Furthermore, if a state chooses to do so, there are several configurations — with varying degrees of
responsibilities, jurisdictions, and powers — of boards or commissions to govern or oversee a state’s
gambling operations. Some states, for instance, enact statutes to govern gambling, while others authorize
more discretion to a regulator.

In addition to the structure of the regulatory entity, a state should consider requiring rules or enacting
laws regarding ethical standards, participation eligibility, prize collection and taxation, budget
requirements, operator reporting requirements, contracts and competitive bidding, and countless other
aspects concerning the state and gambling. The laws and rules governing lotteries and gambling within
any given state may be very precise or very general and depend on the types of gambling that state
permits.

Several pros and cons can be identified when studying and comparing and contrasting different states’
regulatory structures. However, the desired characteristics of the regulator must be considered when
making these determinations. Having studied regulatory entities throughout the United States, it can be
reasonably concluded that the most effective regulatory structure should foster the following principal
characteristics:

e Adaptive to serve as regulator of all forms of gambling in Alabama
e Responsive to changing technologies and delivery methods and consumer trends
e Protective of consumer interests and fair gambling operation
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e Competitiveness with other states
e Authority to regulate and ability to enforce statewide
e Highest standard of ethical conduct

Regulatory Best Practices

Without making specific recommendations, the Study Group has identified regulatory best practices that
should be considered in order to achieve the aforementioned principal characteristics for an effective
regulatory structure.

Best practices suggest a singular, statewide regulatory entity is best suited to most efficiently and
effectively regulate — and administer when applicable — all potential state-approved gambling, including
but not limited to paper lotteries, electronic lotteries, casino gaming, sports betting and other electronic
betting and gaming. To maximize flexibility, responsiveness, and competitiveness, consideration should
be given to the best form for this entity. For example, the entity could be structured as public corporation.

Management and control of the regulatory entity by a Board of Trustees is seen in many states with
successful gambling operations. This system of governance also aligns with some of Alabama’s historically
successful models like the Alabama State Port Authority. Characteristics include:

e Governor-appointed and Senate-confirmed members;
e Members who reflect the geographic, racial, gender and economic diversity of the State;
e Election of board members to serve as chair and vice-chair.

Lessons learned from Alabama’s past experiences and from other states with quality gaming operations,
suggest other board structure provisions should be considered, including the specification of terms,
appointments, vacancies, and removals of the trustees. Best practices suggest:

e Staggered terms of service ensure transitional stability and continuity of Board operations.

e Two term limits of four-year terms diminish the likelihood of political influence and favoritism.

e Predetermined processes for initial appointments and terms and provisions addressing trustees’
transition and separation to mitigate unforeseen future challenges.

e A predetermined process for removal of a trustee for neglect of duty, misfeasance, or
nonfeasance in office will ensure accountability and high standards of service.

It is not uncommon for states to require its board to appoint and provide for the compensation of a Chief
Executive Officer (CEO) to carry out all management aspects of that state’s gambling operations. The CEO
should serve at the pleasure of the Board. This type of selection process enhances transparency and
protects against political favoritism.

General powers of the Board of Trustees are another common provision that are considered to enhance
the accountability of a state’s gambling operations. Examples of such powers include:

e Employment of an individual or firm to provide professional services, including but not limited to
legal counsel, financial services and marketing;

e Solicitation of reports pertaining to gaming information from state agencies;

e Investigative powers.

Additional Board- or Trustee-related practices that may be addressed include:
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e The frequency of board meetings;

e Rules for establishing quorums, transacting business, and voting procedures;

e Compensation of Trustees. It is not uncommon for Trustees serve without salary but may receive
a per diem or reimbursement for reasonable expenses.

As previously mentioned in this report, mature state gambling operations are typically self-funded. In fact,
some states strictly prohibit the transfer of state revenue from non-gambling sources to gambling
operations. Regardless of legislative specificity, clear budget requirements for both the regulatory entity
and its governance fall within the scope of observed best practices. While these funding characteristics
are true in most states, a state like Alabama must consider initial start-up costs to be incurred before
gambling revenue streams are established. It should be noted, however, that these financing needs could
be rapidly repaid by initial gambling-generated state revenue.

Another practice commonly found in other states is inclusion of a forum for stakeholder input. One
example is that of a retailer advisory board. Considering that successful retailers are integral to successful
lotteries, inclusion of this of structure may be important if Alabama approves a lottery.

Lastly, many states enact procedures for vendors and competitive bidding. These types of practices are
commonplace when public money is involved but seem to be heightened in regard to gambling regulations
and operations.

Ethics

As with all Alabama government or quasi-government entities, the strictest of ethics standards should be
applied to any and all persons and entities involved with the regulation and administration of gambling in
the State. Creating a system independent of political favoritism and outside influence is paramount to
ensuring fair practices and maintaining public trust. Best practices ensure measures are taken to minimize
or eliminate impropriety. In addition to Alabama’s existing ethics laws, the following practices have been
identified in peer states:

e Prohibition of Trustee or Employee contributions to the campaigns of a candidate for the
Legislature, constitutional officer or other publicly elected official;

o No Trustee or Employee should employ a lobbyist or act as a lobbyist;

e No Trustee or Employee or any spouse, sibling, ascendant or descendant of a Trustee or Employee
should have a financial interest in any vendor doing business or proposing to do business with the
regulatory entity;

e No former Trustee or Employee should represent any vendor or lottery retailer before the
regulator for a period of at least 2 years following separation;

e Trustees and Employees; vendors; retailers; or spouse, child, brother, sister, or parent residing in
the same home of the previously listed should not play and participation in any game or activity
under the jurisdiction of the regulator and no prize should be paid to any of the previously listed
persons;

e Trustees and Employees should be required to file a completed statement of economic interests
for the previous calendar year with the State Ethics Commission;

e Each Trustee and Employee should be subject to a background check before service to or
employment, and no person who has been convicted of a felony or bookmaking or other forms of
illegal gambling or of a crime involving moral turpitude should be granted employment or service;
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e No lottery system vendor, any applicant for a procurement contract, lottery retailer, nor applicant
to be a lottery retailer should give a thing of value or service, excluding food and beverages having
an aggregate value not exceeding $100 in any calendar year, to any Trustee or Employee, or
member of the immediate family residing in the same household as any such person;

e Prohibition of political campaign contributions by any gambling operators or license-holders
within the State.

PUBLIC OPINION OF GAMBLING IN ALABAMA

As with many public policy issues, it is important for policymakers to understand the opinions held by the
public. With this is mind, the Study Group commissioned a public opinion research survey® on various
issues related to gambling, and it sought input from Alabama’s religious community.

Public Opinion Survey

The Study Group commissioned a survey of 500 randomly selected likely general election voters in
Alabama. The survey, which was administered via telephone by professional interviewers from November
17 to 19, 2020, has an accuracy of +/- 4.5 percent at a 95 percent confidence interval. It was paid for with
public funds provided by the Governor’s Office in accordance with section 5 of Executive Order No. 719.
McLaughlin & Associates, the firm who conducted the survey, is well-experienced in Alabama and does
not have connections to the gambling industry.

At the highest level, 67 percent of survey participants said they favor legalizing gambling, while 25 percent
said they oppose gambling.

When asked about legalizing specific types of gambling:

e 71 percent favored a statewide lottery, while 25 percent opposed a statewide lottery;
e 63 percent favored casino-style slot machines, while 32 percent opposed,;

e 61 percent favored casino-style table games, while 35 percent opposed; and

e 52 percent favored online sports betting, while 41 percent opposed.

The survey also proposed three opinions and asked respondents to choose which option most closely
corresponded with their own opinion regarding legalizing gambling:

e 51 percent of respondents said they support legalizing gambling;

e 22 percent said they personally oppose gambling but believe others should legally be allowed to
gamble; and

e 24 percent of the respondents said they opposed gambling and believe it should remain illegal for
everyone.

Survey respondents were also asked if, in general, legalized gambling improve things in Alabama, make
things worse, or have no impact:

e 54 percent of the respondents said legalized gambling would improve things in Alabama,
e 19 percent said it would make things worse, and
e 19 percent said it would have no impact.
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Religious Perspective on Gambling

Considering the prevalence of churches and other faith-based groups in Alabama and given the perceived
correlation between religious principles and moral objections to gambling, the Study Group specifically
solicited input from the religious community. Commentary and written statements from representatives
of the religious community indicate that many religions and denominations do not have an official position
on gambling, and there is certainly no consensus position on gambling from the religious community.
However, while there is no consensus opinion, many organized religions and denominations oppose
gambling. For example, the Alabama Baptist State Convention unanimously passed a 2016 resolution,
which stated in part that it, “oppose any and all attempts by the Governor and/or State Legislators to
expand any form of state-sponsored, state-sanctioned and predatory gambling in Alabama....”

CONCLUSION

Having concluded research and examination into other states, the Governor’s Study Group on Gambling
Policy recognizes the following options to be available to the Governor, the Legislature, and the People of
Alabama:

Option 1: Maintain Status Quo

Alabama could choose to maintain its status quo in regard to gambling. Under its current system, Alabama
realizes few, if any, benefits of gambling, as there is currently no system for taxing gambling revenue, nor
is the State able to designate beneficiaries of gambling proceeds. Furthermore, the current system of
segmented gambling laws and regulatory jurisdictions affords the State limited enforcement mechanisms
to oversee gambling operations, which has cost the State of Alabama considerable time and money over
the years and which will inevitably persist into the future. In addition to these detracting factors, it is
known that Alabamians do purchase lottery tickets and gamble in other states, which means dollars are
leaving Alabama’s economy that could otherwise support beneficiaries in the State.

This is a default option if no action is taken by the Legislature.

Option 2: Prohibit Gambling & Provide Enforcement

Alabama could choose to prohibit and criminalize all forms of gambling and introduce the enforcement
mechanism that it has historically not had. In doing so, the State would realize certain benefits. The State
would have a defined enforcer of gambling prohibitions, which would allow it to effectively and efficiently
enforce its restrictions on gambling. This would essentially end the time-consuming and costly litigation
in which the State has been involved over the years.

To achieve “Option 2,” the Legislature would have to statutorily repeal the pari-mutuel and fantasy sports
betting provisions from the Alabama Code, and it would have to approve a constitutional amendment —
which would then require approval by the voters of Alabama —to repeal the existing “bingo amendments.”
Legislation to enhance the State’s enforcement capabilities would also be necessary.

Option 3: Prohibit All Gambling Except Lottery

Alabama could choose to approve a lottery but prohibit all other forms of gambling. Doing so would
provide two distinct benefits to the State. It would generate revenue for beneficiaries, and it would
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provide an enforcement mechanism for all other illegal forms of gambling. It would also introduce
widespread access to gambling, which could result an increase in social costs.

To achieve this option, the Legislature would have to approve a constitutional amendment, which would
then require approval by the voters of Alabama. The constitutional amendment would repeal the existing
“bingo amendments” and authorize a lottery.

Option 4: Allow Limited Gambling

As described within this report, there are numerous gambling activities Alabama could choose to legally
permit. Alabama could choose to approve various gambling activities while prohibiting others. Any
combination of lottery, casino-style gaming, pari-mutuel wagering, and sports betting could be allowed,
while restricting others. As another limited gambling consideration, the State could permit some or all
forms of these gambling activities but limit the availability in terms of geographical locations — for
instance, the 16 counties that have already approved local constitutional amendments to permit some
forms of gambling. This option would provide the benefits of revenue and enforcement, but it would also
increase the likelihood of incurred costs associated with gambling disorders.

Constitutional amendments proposed by the Legislature and approved by a vote of the people would be
required to achieve this option. If approved by the voters, the State might then subsequently enter a
tribal-state compact regarding the operation of such gaming by a federally recognized Indian tribe.

Option 5: Full Gaming

Alabama could choose to approve all the gambling activities mentioned in this report with no limitations
on forms or locations. This option would provide the benefits of revenue and enforcement, but it would
result in the highest social costs incurred by the State.

Constitutional amendments proposed by the Legislature and approved by a vote of the people would be
required to achieve this option. If approved by the voters, the State might then subsequently enter a
tribal-state compact regarding the operation of such gaming by a federally recognized Indian tribe.
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Public Meetings
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Summary of Meetings

The Governor’s Study Group on Gambling Policy held five public meetings throughout the course of its
study. Although not required by law, notification of each meeting was posted on the Alabama Open
Meetings Act webpage (https://www.openmeetings.alabama.gov/) in an effort to provide complete
transparency to the process.

The first public meeting was conducted in-person. Due to the COVID-19 pandemic, the following four
public meetings were conducted via videoconference. Despite this challenge, every effort was made to
ensure maximum access to the meetings by allowing anyone to participate in the live videoconference
meetings. Furthermore, each videoconference meeting was recorded and posted to a YouTube channel
(https://www.youtube.com/channel/UCrzo caBwV-H2jcLe61USwg) specifically dedicated to the
Governor’s Study Group on Gambling Policy.

The Study Group achieved 100 percent participation during each public meeting, as all 12 members
participated in each of the five meetings.

Following this summary are agendas from each of the public meetings as well as the presentations
provided by each meeting’s speakers.


https://www.openmeetings.alabama.gov/
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Study Group on Gambling Policy
Agenda: First Meeting

Thursday, March 5, 2020
11:00 AM - 12:30 PM
Alabama State House

Room 825
11 South Union Street

Montgomery, Alabama 36130

D
1)
1)

V)

V)
%)

%0y

VIII)

1X)

Welcoming Remarks: Todd Strange, Chair

Roll Call: Todd Strange, Chair
Membership Introductions

Overview of Executive Order No. 719: Erika McKay, Deputy
General Counsel to the Governor

Signing of the Ethics Pledge
Discussion of Working Principles: Todd Strange, Chair

Overview of Gambling in Alabama: Will Parker, General
Counsel to the Governor

Next Steps: Todd Strange, Chair

Adjournment: Todd Strange, Chair
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Study Group on Gambling Policy
Agenda: Second Meeting

Monday, April 20, 2020
10:00 AM - 12:00 PM
https://algov.zoom.us/j/934234357

D
1))

1)

v)

V)

VD)
VI

VIII)

Welcoming Remarks: Todd Strange, Chair

Roll Call: Todd Strange, Chair

Living in Truth: How State Lotteries Worsen Opportunity, Reduce
Mobility Out of Poverty, and Deepen State Budget Problems: Les
Bernal, Stop Predatory Gambling, a national network of individuals
and partner groups with members of more than 1 million people

Commercialized Sports Betting Severely Harms Kids and Will
Radically Change the Way That Alabama Children and Families
Consume Sports: John W. Kindt, MBA, ].D., LL.M.,, S]D, Professor
Emeritus of Business and Legal Policy at the University of Illinois

Problem Gambling-The Hidden Addiction: Jack Galassini, President,
Alabama Council on Compulsive Gambling; and, Reverend Roger
Olsen, Resource Development Coordinator, Alabama Council on
Compulsive Gambling

Discussion of Subject Subcommittees: Todd Strange, Chair

Next Steps: Todd Strange, Chair

Adjournment: Todd Strange, Chair
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Study Group on Gambling Policy
Agenda: Third Meeting

Friday, May 15, 2020
10:00 AM - 12:00 PM
https://algov.zoom.us/j/94833541842

) Welcoming Remarks: Todd Strange, Chair
I1) Roll Call: Todd Strange, Chair
I1I) Tribal State Gaming Compacts: Paula Hart, Director Office of

Indian Gaming, Office of Assistant Secretary - Indian Affairs;
Troy M. Woodward Senior Policy Advisor, Office of Indian
Gaming Office of Assistant Secretary - Indian Affairs;
Morgan Oakes, Management Assistant, Office of Assistant
Secretary - Indian Affairs

V) Common Questions When Considering a State Lottery: David
Barden, CEO, New Mexico Lottery Authority

V) Next Steps: Todd Strange, Chair

VI) Adjournment: Todd Strange, Chair
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Study Group on Gambling Policy
Agenda: Fourth Meeting

Friday, June 5, 2020
9:30 AM -11:30 AM
https://algov.zoom.us/j/6555984534

)

1))

1)

V)

V)

Vi)

VI

VIII)

Welcoming Remarks: Todd Strange, Chair

Roll Call: Todd Strange, Chair

Vital Importance of Charity Bingo in Greene County: Jim
Folsom, Jr. - Former Alabama Governor; Don Wood - CPA; Dr.
Marcia Pugh - Administrator/CEO, Greene County Health
System; Charlie McAlpine - Mayor, Forkland, Alabama

Gaming in Greene County: William “Will” G. Somerville -
Shareholder, Baker Donelson (representing River’s Edge
Bingo)

Future Economic Opportunities for the State Concerning
Victoryland and the Birmingham Race Course: Lewis
Benefield - President, Victoryland and the Birmingham Race
Course

Economic Feasibility of Gaming in Alabama: Arthur
Mothershed - Vice President of Business Development, PCI
Gaming and Council Member, Poarch Band of Creek Indians
Tribal Council

Next Steps: Todd Strange, Chair

Adjournment: Todd Strange, Chair
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Study Group on Gambling Policy
Agenda: Fifth Meeting

Friday, June 26,2020
9:30 AM -11:30 AM
https://algov.zoom.us/j/6555984534

D)

1))

1)

V)

V)

VD)
%))

VIII)

Welcoming Remarks: Todd Strange, Chair

Roll Call: Todd Strange, Chair

The Lottery and Convenience Store Retailers, A Winning
Combination: Tripp Powell - Owner, Kuykendall & Powell Oil
Co., Inc; KC Kingsbury - Vice Chairman, Petroleum &
Convenience Marketers of Alabama

Sports Betting in Alabama: Background & Lessons from Other
States: Kevin Cochran - Manager of Government Affairs,
DraftKings Inc.; Stacie Stern - Government Affairs Director,
The FanDuel Group; Erica Sechrist — Senior Strategist, Orrick
Herrington and Sutcliffe

Greenetrack: Building Communities, Building Lives, Building
Futures: Luther Winn, Jr. - President & CEO, Greenetrack,
Inc.; John Bolton - Attorney

Public Comment Period
Next Steps: Todd Strange, Chair

Adjournment: Todd Strange, Chair
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Overview of Gambling in Alabama

Will Parker, General Counsel to the Governor
March 5, 2020



GAMBLING IN ALABAMA



IT.

III.

IV.

VI.

Restrictions on Gambling in Alabama law

Horse and Dog Racing

Bona-Fide Amusement Devices

Daily Fantasy Sports

Bingo Amendments

Poarch Creek Indians and Alabama law
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RESTRICTIONS ON
GAMBLING IN ALABAMA



Alabama Constitution (1901)

Article IV, Section 65

“ The legislature shall have no power to
authorize lotteries or gift enterprises for any
purposes, and shall pass laws to prohibit the
sale in this state of lottery or gift enterprise

tickets, or tickets in any scheme in the
nature of a lottery... ,,



“Section 65...was intended to provide a
broad proscription of the evils suffered by
earlier generations who, after
experiencing the effects firsthand,

found lotteries to be ‘among the most
dangerous and prolific sources of human
misery.””

Opinion Of The Justices, 795 So. 2d 630, 643 (Ala. 2001)




Elements of Lottery

Under Alabama law, a “lottery” is anything that
includes:

= a prize
= awarded by chance
= for consideration paid

Grimes v. State, 178 So. 73 (Ala. 1937)



Criminal Gambling Statutes

Ala. Code § 13A-12-20 et seq.

= Alabama has several criminal offenses related to
gambling, found in Ala. Code § 13A-12-20 et seq.

s [hese statutes provide the prohibition against lotteries
required by Art. IV, § 65



As of 1977

Fantasy
Sports

Lotteries/
Illegal
Gambling

Dog
Racing

Paper
Lottery
Games

Video
Slot Lottery
Machines Games

Social
Games




HORSE AND DOG RACING
AND ALABAMA LAW




Horse and Dog Racing

= Previously illegal under Alabama law because it
constituted gambling under Ala. Code § 13A-12-
20(4):

“A person engages in gambling if he stakes or risks something of
value upon the outcome of a contest of chance or a future contingent
event not under his control or influence...”

= [he legislature created an exception that allows
locations to create "Racing Commissions” that
oversee horse/dog racing Ala. Code § 11-65-1 et seq.

= Simulcast racing is allowed as well.

= Four counties have pari-mutuel dog/horse racing:
Greene, Jefferson, Macon and Mobile.



What is Pari-mutuel Gambling?

"A form of betting where those holding winning
tickets divide the total amount be in proportion to
their wagers, less a percentage for management,

taxes, etc.”

s Differs from fixed-odds betting because the final
payout is not determined until the pool is closed

s Examples: horse racing, greyhound dog racing,
bracket pools, sporting events

= Alabama law specifically carves out exceptions for
some, not all, pari-mutuel betting



As of 1984

Fantasy
Sports

Lotteries/
Illegal
Gambling

Paper
Lottery

Video
Slot Lottery
Machines Games

Social
Games




FIDE AMUSEMENT DEVICES

AND ALABAMA LAW

BONA-



Bona-Fide Amusement Devices

ALA. CODE § 13A-12-76

= Commonly called "Chuck-E-Cheese law” or
“Skill-based games”’

s Exempts these type of machines from being illegal
gambling devices or slot machines because:

e They are “skill-based” machines. Alabama law REQUIRES
that skill “predominates” over any chance (not the other
way around). See Ex parte Ted’s Games Ent., 893 So.2d 376 (2004)

e Winnings limited to "noncash merchandise, prizes, toys,
gift certificates or novelties, each of which has wholesale
value of not more than five dollars ($5).” 134-12-76(a)

e Some other requirements/exceptions listed in statute



As of 1986

Fantasy
Sports

Lotteries/
Illegal
Gambling

Paper
Lottery

Video
Slot Lottery
Machines Games

Bona Fide Social

Amusement Games
Machines




DAILY FANTASY SPORTS
AND ALABAMA LAW



What is Daily Fantasy Sports?

Is a game where a group of players pay money to
choose real-life professional sports athletes to be
on their “fantasy team.” Then, based on the way
each real-life athlete performs, the fantasy teams
are assigned points. The fantasy team in the league
or competition with the most points wins.

“Daily” fantasy sports allows this to occur on a
single day or short time frame and money can be
made by the winning player.



Daily Fantasy Sports

= Previously illegal under Alabama law because it
constituted gambling under Ala. Code § 13A-12-

20(4):

“A person engages in gambling if he stakes or risks something of
value upon the outcome of a contest of chance or a future
contingent event not under his control or influence...”

= [he Legislature amended Alabama law to exempt

fantasy competitions from this definition.
Ala. Code § 8-19F-8




As of 2019

Fantasy
Sports

Lotteries/
Illegal
Gambling

Paper
Lottery

Video
Slot Lottery
Machines Games

Bona Fide Social

Amusement Games
Machines




BINGO AMENDMENTS
AND ALABAMA LAW
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As of 2004
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Lotteries/
Illegal
Gambling
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Machine Seized
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What is Bingo?

= [s a “lottery” under Alabama law

= Multiple cases brought for court to interpret the
law regarding what the “"game commonly known
as bingo” was in Alabama.

= [he Amendments create a recognized, narrow
exception to the Constitutional prohibition
Barber v. Cornerstone, 42 So.3d 65 (Ala. 2010)
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“Electronic Bingo” lllegal in Alabama

Operator Arguments

= The machines play game of
bingo for player

= Connected machines are
“playing together”

= Machine matches values and
marks card

= Machine recognizes a winning
patter

= Values appear one-by-one on
screen for player

= Machines “call out” winning
bingo to network

= Cannot be slot machine, do
not insert anything to play

Supreme Court Rulings

= Bingo cannot be played by
machines

= No meaningful interaction, game
play between players

= Human player must match values
and mark card

= Human player must know pattern
as they play

= Values must be announced audibly
one-by-one for players

= Must call out to other players and
announcer

= Inserting PIN or account code is
same as inserting cash




Cornerstone Factors

Barber v. Cornerstone, 42 So.3d 65 (Ala. 2010)

Players use card(s) with spaces arranged in five
columns and five rows

Numbers/values are randomly drawn and announced
one by one

Players must pay attention and mark the bingo card

Players can fail to pay proper attention or mark the
bingo card and fail to win game

Players must recognize they have a “"bingo” from a
predetermined pattern and announce to the other
players and the announcer

The game is a group activity with multiple players
competing to win a “bingo”



‘ Today's decision is the latest, and hopefully the last, chapter in the
more than six years' worth of attempts to defy the Alabama
Constitution's ban on “lotteries.” It is the latest, and hopefully the last,
chapter in the ongoing saga of attempts to defy the clear and repeated
holdings of this Court beginning in 2009 that electronic machines like
those at issue here are not the “bingo” referenced in local bingo
amendments. It is the latest, and hopefully the last, chapter in the
failure of some local law-enforcement officials in this State to enforce
the anti-gambling laws of this State they are sworn to uphold, thereby
necessitating the exercise and performance by the attorney general of
the authority and duty vested in him by law, as the chief law-
enforcement officer of this State, to enforce the criminal laws of this
State. And finally, it is the latest, and hopefully last, instance in which it
is necessary to expend public funds to seek appellate review of the
meaning of the simple term “bingo,” which, as reviewed above, has
been declared over and over and over again by this Court. There is no
longer any room for uncertainty, nor justification for continuing
dispute, as to the meaning of that term. And certainly the need for
any further expenditure of judicial resources, including the resources of

this Court, to examine this issue is at an end. All that is left is for
law of this State to be enforced. ”

State v. $223,405.86, 203 So. 3d 816 (Ala. 2016)




* RECENT CASINOS*

. Facilities closed in past three years

. Facilities currently operating
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Native American Indian Gambling

OVERVIEW AND APPLICATION

= Native American gaming is regulated by the U.S.
Department of the Interior and in accordance
with the Indian Gaming Regulatory Act (IGRA)

s Strikes a “careful balance among federal, state,
and tribal interests” (11 Cir. 1999)

= IGRA defines three difference types of gaming:
e Class I = Social gaming for minimum prizes
e Class II = Bingo and card games allowed by state law

e Class III = Anything else (including slot machines, table
games, card games, etc.) *Requires Compact



Regulation of Indian Gambling

Class I

Class 11

Class III

Decision to allow is within the exclusive
jurisdiction of Indian tribes; no federal oversight

May conduct pursuant to a federally approved
ordinance/resolution to the extent permitted by
state law

May conduct pursuant to a federally approved
ordinance/resolution if:
1. The State permits the specific form of
class III gaming at issue AND
2. The class III gaming at issue is conducted
in conformance with a Tribal-State
Compact




Compacts

= IGRA gives tribes a statutory right to negotiate a
compact concerning a particular form of class III

gambling if the State permits that form of
gambling

= BUT, the courts have identified several legal
impediments to tribes” enforcement of that right

= Compacts may address

e Regulation of gambling on tribal lands

e State assessment for regulatory costs



Native American Indian Gambling

APPLICABLE SECTIONS OF IGRA - 25 U.S.C. § 2703

(7)(A) The term "class II gaming™ means -

(i) the game of chance commonly known as bingo
(whether or not electronic, computer, or other technologic
aids are used in connection therewith) -

(I) which is played for prizes, including monetary prizes, with
cards bearing numbers or other designations,

(II) in which the holder of the card covers such numbers
or designations when objects, similarly numbered or
designated, are drawn or electronically determined, and

(IIT) in which the game is won by the first person
covering a previously designated arrangement of
numbers or designations on such cards, including (if played
in the same location) pull-tabs, lotto, punch boards, tip jars,
instant bingo, and other games similar to bingo...



Native American Indian Gambling

APPLICABLE SECTIONS OF IGRA - 25 U.S.C. § 2703

(B) The term "class II gaming" does not include

(i) any banking card games, including baccarat, chemin de
fer, or blackjack, or

(ii) electronic or electromechanical facsimiles of any
game of chance or slot machines of any kind.



Alabama v. PCI Gaming Authority

801 F.3d 1278 (2015)

= [he State attempted to stop the Poarch Creek

Indians from operating slot machines on tribal
land in Alabama.

= The 11% Circuit held that it did not have a proper
case because the State could not seek civil
remedy against the tribe in Federal Court.



Questions?
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Living in Truth: How State Lotteries Worsen Opportunity,
Reduce Mobility Out of Poverty, and Deepen State Budget
Problems

Les Bernal, Stop Predatory Gambling
April 10, 2020
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“Living in Truth:

Lotteries Worsen Opportunity, Reduce Mobility Out of Poverty, and Deepen Budget Problems”

A Briefing on State Lotteries by Les Bernal, Stop Predatory Gambling

Exempt from truth-in-advertising laws, more than $2 billion is spent by states every year marketing messages
like this D.C. Lottery ad, which in this case is exploiting Martin Luther King's image and message to sell lottery tickets.
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Improving People's Lives with Compassion and Fairness
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Che New AJork Cimes

“When I asked one 1.G.T. artist if he ever plays, he
acted as if I had insulted him. ‘Slots are for losers,
he spat, and then, coming to his senses, begged

9

me to consider that an off-the-record comment.”

— “The Tug of the Newfangled Slot Machines,” by Gary Rivlin
New York Times Magazine, May 9, 2004
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What is the most urgent problem you are
looking to solve?

PREDATORY

‘STOP GAMBLING %

Improving People's Lives with Compassion and Fairness
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Four Truths About State Lotteries

Truth #1: State Lotteries Are a Form of Consumer Financial Fraud Causing Life-Changing
Financial Losses for Millions of Citizens

Truth #2: State Lotteries Are One of the Root Causes of the Lack of Mobility Out of Poverty
and Unfairness of Opportunity Facing Millions of American Families Today

Truth #3: Lotteries Are Blatantly Trying to Get Kids to Develop a Gambling Habit

Truth#4: “You Pay Even If You Don’t Play”: The Majority of Citizens Don’t Gamble and They
End Up Paying Higher Taxes for Less Services and Worse State Budget Problems
Over the Long Term, Footing the Bill for the Inevitable Budget Deficits State
Lotteries Leave Behind

AT [V o GARBUNG

Improving People's Lives with Compassion and Fairness



Truth #1: State Lotteries Are a Form of Consumer Financial Fraud

Causing Life-Changing Financial Losses for Millions of Citizens

Win up to $1,000,000!
FASTEST ROAD TO $1,000,000

Game Number: 1457

Start Date: 01/21/2020

To play Fastest Road to $1,000,000, scraich off ihe entire play area. “THE FASTEST ROAD TO $1,000 ,OOO”

Match any of YOUR NUMBERS to any of the WINNING NUMBERS, instantly
win PRIZE shown for that number. Get a "5X", "10X", ™&X", "20X", "50X" or
ﬁﬁm "100X", instantly win and mulftiply your PRIZE by amount shown!

A $30 Georgia Lottery instant scratch ticket

Overall odds of winning playing "FASTEST ROAD TO $1.000,000" are 1 in

252 i marketed to citizens during the severe financial

R Sssﬁs R crisis caused by the coronavirus pandemic.
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Truth #2: State Lotteries Are One of the Root Causes of the Lack of Mobility Out of Poverty

and Unfairness of Opportunity Facing Millions of American Families Today

L1k

W ke

THE

7\"/ .
RAMSEY

SHOW

The Dave Ramsey Show, hosted by personal finance expert Dave Ramsey,

is the 5" most downloaded podcast. WHY?
X OI0P
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Truth #3: Lotteries Are Blatantly Trying to Get Kids to Develop a Gambling Habit

Celebrate the holidays
with a pack of Camels.

1*,:§=§f

wWIN UP.TO$50;000!

[f INSTRUCTIONS:
63.0 n— 1) Scratch the YOUR LETTERS area
e, 2 mmHB Imals 'mlhln mm

using YOUR I.H'FERS
Lo win prize shown in
the PRIZE LEGEND.

HAT;SYMBOLY

o [ nls
FREE SPACE!

In an effort to greatly increase their market share of A 2015 Mass Lottery scratch ticket marketing
voung smokers, R.J. Reynolds initiated the now the image of “Frosty the Snowman,”
infamous Joe Camel campaign for the Camel brand in an iconie character for most children.

1088. The campaign faced almost immediate eriticism
for influencing children to smoke.

. O10P
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Improving People's Lives with Compassion and Fairness



Georgia Lottery Online Gambling Games- April 14, 2020
Notice the amount of child-like imagery. The gambling games start with a free-to-play demo and then switch to the real money game.

1“ -

qnn’ ng
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Ticket Cost : $0.50-%10.00
Ticket Cost : $0.50-$5.00 & Ticket Cost : $0.50-%5.00 Ticket Cost : $1.00-$10.00 Win up to $100,000!

Win up to $150,000! v - i g ' ;
wvin up 1o $ 1 . Win un to 850 0001 win up to $.15|:| ooa!

. WickeGretic S5 a0 J Ticket Cost : $1.00-$5.00
Ticket Cost : $1Uﬂ—$500 1 Win up to $150,000!
v i Win up to $50,000!

Ticket Cost : $1.00-$5.00 _
Win up to $60,000!

Win up to $60,000!

Ticket Cost: $2.00-%5.00 3 Ticket Cost: $0.50-%2.00
Win up to $50,000! v Win up to $10,000!

Ticket Cost: $1.00-%5.00 Ticket Cost : $1.00-$10.00
Win up to $50,000! v Win up to $100,000!



Truth #4: “You Pay Even If You Don’t Play”

The Majority of Citizens Don’t Gamble and They End Up Paying Higher Taxes

for Less Services and Worse State Budget Problems Over the Long Term,

Footing the Bill for the Inevitable Budget Deficits State Lotteries Leave Behind

THE BLINKEN REPORT
N ——

State Revenues

e Netsox A From Gambling
ROCKEFELLER
INSTITUTE Short-Term Relief, Long-Term

OF GOVERNMENT Disappointment

-

Lucy Dadayan




A Truthful Look at the Georgia Lottery

In the last fiscal year results posted (FY 2018,) Georgia citizens lost more than $1.8

billion of their personal wealth to the Georgia Lottery. That's $3480 every minute.

Over the last 20 vears (since FY 1999,) the citizens of Georgia have lost $20.4 billion of

personal wealth to the Georgia Lottery.

If this rate of gambling losses by Georgia citizens continues at its current pace without
marketing any new forms of commercialized gambling by state government, the

people of Georgia are on course to lose more than $9.2 billion of their personal

wealth over the next five years.
PREDATORY

Source: Georgia Lottery Annual Reports Fiscal Years 1999-2018 L
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Improving People's Lives with Compassion and Fairness
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BN A Truthful Look at the Georgia Lottery (continued)

Excerpts from The Atlanta Journal Constitution

“Now 20, what has HOPE accomplished?”

https://www.ajc.com/news/state--regional-govt--politics/now-what-has-hope-accomplished /7tvZcMVQGSKQ19VDOgOc3M /

Georgia’s lottery scheme hasn’t significantly increased the number of kids going to college who otherwise would
not have, studies have concluded. The percentage of Georgians with degrees would have climbed anyway, due to

job market demands and more access to loans or other aid.

Instead, the Georgia Lottery has redistributed money from poor citizens who play the lottery to high-achieving
middle-class and upper-class students. Georgia’s HOPE program overwhelmingly benefits some of the
wealthiest counties in the state, even though the poorest counties lose far more money gambling on the Georgia

Lottery which funds the scholarships.


https://www.ajc.com/news/state--regional-govt--politics/now-what-has-hope-accomplished/7tvZcMVQGSKQ19VDOgOc3M/
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B A Truthful Look at the Georgia Lottery (continued)

Excerpts from The Atlanta Fournal Constitution

“Now 20, what has HOPE accomplished?”

https://www.ajc.com/news/state--regional-govt--politics/now-what-has-hope-accomplished /7tvZcMVQGSKQ19VDOgOc3M /

» A University of Georgia study found car registrations increased in affluent counties as the number of HOPE
recipients rose, offering further support to those who call these new cars — bought by parents using money

saved on tuition — “HOPE-mobiles.”

» A University of Georgia study also looked at the HOPE scholarship’s effect on college enrollment. While HOPE
helped keep some Georgians in-state, it mainly led them to choose more expensive four-year colleges over the

less expensive two-year colleges,

» Those findings are similar to a study by Harvard’s University’s Civil Rights Project, which found that only 4

percent of the money spent on HOPE went to students who might not have gone to college otherwise.


https://www.ajc.com/news/state--regional-govt--politics/now-what-has-hope-accomplished/7tvZcMVQGSKQ19VDOgOc3M/
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“Living in Truth:

Lotteries Worsen Opportunity, Reduce Mobility Out of Poverty, and Deepen Budget Problems”

A Briefing on State Lotteries by Les Bernal, Stop Predatory Gambling

Exempt from truth-in-advertising laws, more than $2 billion is spent by states every year marketing messages
like this D.C. Lottery ad, which in this case is exploiting Martin Luther King's image and message to sell lottery tickets.

To support our efforts
or for more information,
please visit

www.StopPredatoryGambling.org

or call (202) 567-6996

PREDATORY

Y STOP GAMBLING A

Improving People's Lives with Compassion and Fairness

TO HONOR HIS DREAM,
WE MUST LIVE HIS LEGACY.



http://www.stoppredatorygambling.org/
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Commercialized Sports Betting Severely Harms Kids and Will
Radically Change the Way That Alabama Children and Families
Consume Sports

John W. Kindt, MBA, J.D., LL.M., SID, Professor Emeritus of
Business and Legal Policy at the University of lllinois
April 10, 2020
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012212018 pagg 1 80?876 ne reley House Judiciary Committee

el

House of Representatives

Judiciary Committee

Chairman Bob Goodlatte

HEARING (HEARINGS)

Post-PASPA: An Examination
of Sports Betting in America

2141 RAYBURN HOUSE OFFICE ~ SEPTEMBER
BUILDING 27
10:00 AM

2018

Subcommittee on Crime, Terrorism, Homeland Security, and Investigations
(https://judiciary.house.gov/calendar/?subcommittee-filter=subcommittee-on-crime-
terrorism-homeland-security-and-investigations) | By Direction of the Chairman

hitps:/fjudiciary-house.govihearing/posi-paspa-an-examination-of-sports-betting-in-america/ 112
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WITNESSES

Moore Communicatiosn and Public Affairs

Name Occupation

Jocelyn Executive Vice President,
John Professor

Warren

Kindt

SaraSlane  Senior Vice President of Public

Affairs
Jon Counselor
Bruning
Becky Chair
Harris

House Judiciary Committee

QOrganization Testimony

National Football
League

University of lllinois

American Gaming
Association

Coalition to Stop
Online Gambling

Nevada Gaming
Control Board

2138 Rayburn House Office Bldg
Washington, DC 20515
202.225.3951

Minority Site (https:/democrats-judiciaryhouse.gov/)

https:/fjudiciary.house.gov/hearing/post-paspa-an-examination-of-sports-betting-in-america/

Truthin
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Nos. 16-476 and 16-477

In the Supreme Court of the Enited States

CHRISTOPHER J. CHRISTIE,
GOVERNOR OF NEW JERSEY, ET AL.,
p.728
NATIONAL COLLEGIATE ATHLETIC ASSOCIATION, ET AL.

NEW JERSEY THOROUGHBRED HORSEMEN'S
ASSOCIATION, INC.,
V.
NATIONAL COLLEGIATE ATHLETIC ASSOCIATION, ET AL.

On Writ of Certiorari to the United States
Court of Appeals for the Third Circuit

BRIEF OF STOP PREDATORY GAMBLING, CENTER
FOR POPULAR DEMOCRACY, CHRISTIAN
COALITION OF AMERICA, CONCERNED WOMEN
FOR AMERICA, FAITH & FREEDOM COALITION,
ISLAMIC SOCIETY OF NORTH AMERICA, NATIONAL
ASSOCTATION OF EVANGELICALS, PUBLIC GOOD
LAW CENTER, PUBLIC HEALTH ADVOCACY
INSTITUTE, UNITED FOR A FAIR ECONOMY,
ALABAMA CITIZENS ACTION PROGRAM, LOUISIANA
BAPTIST CONVENTION, THE LUTHERAN CHURCH -
MISSOURI SYNOD, AND SEVENTEEN STATE FAMILY
POLICY COUNCILS AS AMICI CURIAE IN SUPPORT
OF RESPONDENTS

DEEPAK GUPTA

Counsel of Record
DANIEL TOWNSEND
GUPTA WESSLER PLLC
1900 L Street, NW, Suite 312
Washington, DC 20036
(202) 888-1741
deepak@guptawessler.com

Counsel for Amici Curiae
October 23, 2017
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Prof. John Warren Kindt
University of Illinois

Attachments
Before the Subcommittee on Crime, Terrorism, Homeland Security, and Investigations
U.S. House of Representatives, Committee on the Judiciary
Legislative Hearing
“Post-PASPA: An Examination of Sports Betting in America”
September 27, 2018

Page 17




Study Group on Gambling Policy
@ Page 122-of 876
-

A i idiiil OF)

IR e ek e e )

68.22.2014

HOW WASHINGTON
OPENED THE
FLOODGATES TO
ONLINE GAMBLING.
OK, WHO'S IN?

$7.99

l




~41 -

Study Group on Gambling Policy
Page 123 of 876

T

e T B

D Tussday, Januery 18, 1930

L 3. Y BT BB

Chicegt Swa-Times

NPs urge new ¢

iy BIRYAN SMri
CANE R ISHITRI

Grond siniden have been made in
vil rights Lhanks lo she Rav,
iartiey Luthes Wing Js., bt wigh-

fickets, he spid

conomic priofities

boards pf direesors. But he aleo
suid that poas communities peed

“The nmy choig

o change Lhels atiiiud . :

ol eponomic daclusion Jor minoe-
s hia dreom will remedn unfab-
dedd, spenkers said Mooday wi
vesnonies maching bis birthdoy.

“Siavery in heebind uy legal seg-

gntion is behind ws” beeouge uf

ing's wirk, the Rev. Josse Jock-

n said at 1he pinth agowal Rain-
r ML) ol

vese 50 crpitnd s in frent nf we,
“Hoemomie intivsiem L., Besd
b thing 10 fighe, Tor.”

Jackaon wlensed a stuly ghow-
T Y47 Foriwne 500 componies
wt heve ns ominoerities on iheir

“The kev (8 schicving Kings
drenny 3 “toaching bur peopte §n

nube remarks by PUSH-Exeed
Diiresqor Yalerie O Sobonon, W
gINS T e (N T L T T
fulfilled,” she said. “Were o
providing Jehildrend with the wp
porivaity o racceed,” ,
M. Tep, dosre Jachaem Wde, (10
1.1 aehivd thet the biguust theeat
e Hipg's pods §s an econoimy

Go [rom HE Totipry 10 1BE ATkl s,

Jroon_gawmbling lonts to boaer-
TR T T R

=2 e theme was echood in huy-

that Jesves many Awesiceams be
hind, Whethe: i be o fomily in
Ford Helphte oy in Appalechia.’
“We wmuel ereste an  ToOTUIRY
that han full-emplesment Jor ov-
ceeyone"dhe ald, " We must gel

peaphe (o regioter to vule . .. amd

> gven wup Jor polities] eifice. Dr

Kbng's dream wea the basls, the
seed of chongs, We'must allow that
changs o conthyus o grow.”

Gov, Ryvon snd Mayor Daley also
praised King's work st the hreal-
fust. o

“Aa Ddr. Mipp sabd U you can
bulp woroebody en yua poss along
if voes cayy eheer pomebody with a
reppd—ar—aeni-H-you-ren—s

somaane e 's 1saveliog wmong; then
yone, Bving will nol be in vain,”
Ryan said.

fk $he Buckefeller Chapel st the
Univerdty of Chivage, beynsle

.epenhes Mary Fronces Hevry, hoad

of thae U148, Civil Rights Commis-
glon, tolbed abeut her days wark-
ing vrith King and rpecwelated whel
fe might sy shwwt Vhe cwrrend
alath of civhy righis,

“Ho would speals o 1he disxpes.
spsued " she soith.

"He would be concemed 1hal
we've periing rapraplens no the hack
for eading welinee” while peaple
ang stgpling 4 fred their foin-

Fepmuanic lacivsion

5 VI,

@8




Study Group on Gambling Policy
Page 124 of 876

AS You CAN
SEE, T HAVE
| LOTSOF GReAT
PeveNuE
IDEAS...




Study Group on Gambling Policy
Page 125 of 876

Reprimied with permission from:

Robert Dorr, 40 Economisis Side
Against More Gambling, OMaHA
WORLD-HERALD, Sept. 22, 1996, at!
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OMAHA REJECTS CASINOS’ “ECONOMIC SOLUTIONS” AND INSTEAD INVESTS IN
NEW HIGH-TECH OFFICE PARK AND UNIVERSITY OF NEBRASKA CLASSROOMS—
ATTRACTING OVER $1 BILLION IN NEW RESIDENCES, BUSINESEES,
ENTERTAINMENT CENTERS, AND IRONICALLY THE UNO BUSINESS COLLEGE*

New 2010 University of Nebraska at Omaha College of Business Built Instead of a Casino
Proposed to Compete with 2 Nearby Iowa Casinos (Google Images: Public Domain)

During the mid-1990s, the Nebraska legislature was lobbied by the ailing Aksarben racetrack
which claimed it could save itself by becoming a combination racetrack-casino (or “racino”). The
racetrack’s lobbyists claimed their casino would bring home Nebraska’s gamblers and taxes, which were
allegedly being lost to nearby Iowa casinos. However, the legislature rejected these casino lobbyists’
arguments, closed the racetrack de facto, and incorporated any useful racetrack resources into a high-tech
office park with associated facilities/classrooms for the University of Nebraska at Omaha (UNO).
Thereafter, gambling lobbyists frequently returned to Nebraska, but they were repeatedly rebuffed by the
academic community—as highlighted by one instance where 40 economists headlined in the press their
rejection of the economic claims of gambling’s proponents.

Beginning in 1997, the Nebraska legislature cleared the way for First Data Resources (FDR) to
create an estimated 2,000 new jobs over 5 years while building adjacent to a new $37.4 million UNO
College of Information Sciences and Technology. By 2016 these initiatives had benefited all of Omaha by
attracting over $1 billion in new residences, businesses, entertainment centers, and ironically, the new
UNO College of Business. From a blighted racetrack area in continual decline, Nebraska’s leaders had
created an economic engine for all of Omaha—an economic multiplier worth $ billions benefiting the
consumer economy and its taxpayers from 1997, as well as into the future.

*Paraphrased with permission from: Stanford Univ. Law School, John W. Kindt, Would Re-
Criminalizing U.S. Gambling Pump-Prime the Economy and Could U.S. Gambling Facilities Be
Transformed into Educational and High-Tech Facilities?, 8 Stan. J. L., Bus. & Fin. 169-212
(2003)(footnotes deleted). See also, Robert Dorr, 40 Economists Side Against more Gambling, Omaha
World-Herald, Sept. 22, 1996, at B1; Matthew Waite, Legislature Likely to Approve Funds for UNO,
FDR, Daily Nebraskan, Jan. 1997.
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The Retailers Association

TELEPHONE: 1300 721 730
FACSIMILE: 1300 554 552

EMAIL:
info@theretailersassociation.com.au

WEBSITE:
www theretailersassociation.com.au

BRISBANE:

Suite 3, 321 Kelvin Grove Road
KELVIN GROVE QLD 4059

PO Box 105
KELVIN GROVE BC QLD 4059

MELBOURNE:

Level 27
101 Collins St
MELBOURNE VIC 3000

SYDNEY:

Level 57

MLC Centre

19-29 Martin Place
SYDNEY NSW 2000

ADELAIDE:

Level 24

Westpac House

91 King William St
ADELAIDE SA 5000

PERTH:

Level 28

AMP Tower

140 St Georges Temrace
PERTH WA 6000

ABN: 53 009 680 495
Aga} n Preaves
Consiumer Job
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MEDIA RELEASE

110 Pokies per Australian

Driscoll: “Retailers Could Cut Unemployment in Half
Without Pokies Scurge”

Monday, 18 January 2010

Scott Driscoll, National Executive Director of The Retailers
Association has called on Prime Minister Kevin Rudd to
intervene and curtail the States drunk on Pokies revenue, for the
sake of job creation, if protecting families wasn't enough.

“With Australia now in the “World’s Top 10° poker machine
countries, with a Pokie per 110 Australians, we are killing off jobs
and industry, so that our Governments can get fat on Pokies
blood money at the expense of lives and jobs,” said Mr Driscoll.

“As well as families suffering more with the growth of Pokies
numbers across Australia, the retail sector suffers dramatically
also as the Pokies plague spreads. People who can least afford to
pour their wages down the throats of Pokies, in turn reduce
spending on food, clothes and household essentials for their
families. This has been a serious retail trend since Pokies
emerged in Australia,” said Mr Driscoll.

“Most of the $10Billion that now goes into Pokies each year in
Australia used to be spent across the retail sector. It used to
support the creation of real jobs,” said Mr Driscoll.

“If we wiped out Pokies overnight and returned that same
$10Billion to where it used fo be spent we would halve the
unemployment rate in Australia tomorrow and could create
303,000 new retail jobs,” said Mr Driscoll.

For further comment call Scott Driscoll on 0413 831 045.
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GUEST COMMENTARY |

The News~Gazelle

Sunday, April 7, 2013

Illinois pensions, educatlon
are losmg out to gambling |

By JOHN KINDT

Gov. Patrick Quinn’s spring
2013 speeches repeatedly tie
together three issues facing
Tllinois, specifically the state
budget, pension funding and
gambling. Lost in the analysis
of these problems is that dur-
ing the last 22 years Illinois
technically could have col-
lected $10 billion to $53 bil-
lion from gambling interests,
according to the United States
International Gaming® Report
— probably making Illinois
pensions solvent today. States
which rejected the Illinois
gambling model 20 years ago
have little gambling today and

solid pensions — and even bud- -

get surpluses.

Compared with other states,
the new Illinois gambling
expansion bill SB1739 gives
away another $5 billion to $10
billion to gambling owners.
Furthermore, this bill par-
tially ties pension funding-and
education monies to illusory
gambling revenues, includ-
ing speculative and legally
gquestionable Internet gam-
bling activities. For example,
S5B1739 supposedly dedicates
Internet gambling fees to
funding pensions — but only
if there are any monies left
after the tax credits gifted to
gambling owners. In a similar
misrepresentation, SB1739’s
expansion of slot machines/
video gambling machines
(VGMs) will supposedly

enhance monies to educanon—casmrﬂaxes, the tax on-Cana———education:

After stigmatizing Illinois
with pension fraud on March
11, 2013, the Securities and

While vetoing two gambling
expansion bills within the last
12 months, Gov. Quinn noted
that there can be “no loopholes
for mobsters” and “Illinois
cannot gamble its way to pros-
perity.”

But if Illinois is going to
have gambling, Illinois needs

_ to collect the billions of dollars

other states have collected.
For example, Illinois casino

. licenses worth a fair market
. value of $500 million to $1 bil-

lion each are apparently given
away in the pending gam-
bling expansion bill for only
$100,000 each.

During the early 1990s,
the initial 10 Ilinois casino
licenses worth a total fair mar-
ket value of at least $5 billion
were legally given away for
$25,000 each to political insid-
ers, including one insider whe
is now in prison as part of the
Rod Blagojevich scandals.

Ironically, a chief sponsor of
current gambling expansion is
also sponsoring a bill to make
Dermanent the 67 percent state
income tax increase. Passed
during the 2011 lame-duck leg-
islative session, the 67 percent
increase in the state income
tax currently provides an addi-
tional $8 billion in annual tax
revenues. By comparison, the
current gambling bill immedi-
ately gives away $5 billion to
$10 billion in potential tax rev-
enues.

Compared to low Illinois

dian casinos has traditionally
been 100 percent — with the
casino companies receiving

local governments recelvmg S
percent, the state 25 percent,
and the owners/operators 70
percent of revenues — unlike
other savvy states, where the
government takes all or most
of the revenues. Compound-
ing these révenue problems,
another Illinois gambling bill
sponsored by Rep. Daniel
Beiser, D-Alton, includes more
tax giveaways by authorizing
thousands of additional slot
machines/VGMs into nebulous-
ly-termed “social clubs.”

Historically, Illinois has
tried to reverse this destruc-
tive fiscal course — and can
still do so. In one example in
2005, Rep. John Bradley intro-
duced a two-sentence bill,
HB1920, which eliminated
most Ilinois gambling while
increasing jobs, and with
Speaker Madigan’s support,
the bill passed 67-42. Howev-
er, HB192(0 was procedurally
derailed by Gov. Rod Blagojev-
ich’s protégés.

Gov. Quinn has repeatedly
stated that the Illinois Legisia-
ture needs to address over $90
billion in unfunded-pensions
liabilities, as well as a depleted
state budget, before consider-
ing gambling expansion. How-
ever, experts highlight that
the current Hlinois policy on
“existing gambling facilities”
should simply be “pay up-or
get out.” New gambling pro-
posals only misdirect more
funds away from pensmns and

Professor John Kindt has served
in academic capacities involving
benefits issues for public employ-

Exchange Commission will % ; only management fees. ees, including teachers. He is alse

doubtless be joined by other ~% In another comparison, the a senior editor of the United States
federal regulatory agencies 2009 Illinois Video Gaming International Gaming® Report. An
in a heightened moniforing Act authorizing another 45,000  abbreviated version of this op-ed
of Springfield’s legislative to 75,000 video gambling was originally published March 28
sleight-of-hand. machines in neighborhoods has by Crain’s Chicago Business.

9
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Academic Senate
UNIVERSITY OF ILLINOIS AT URBANA-CHAMPAIGN

RS.10.01
December 7, 2009
Approved by Senate

UNIVERSITY OF ILLINOIS
URBANA-CHAMPAIGN SENATE

Prefiled Resolution

RS.10.01 Resolution Regarding Local Governmental Units Banning Video Gam bling Machines Due to Their
Detrimental Impacts on Studenis and the General Public

Background

in July 2009 the State of illinois enacied the Video Gambling Act which will allow iliir ois fo have more video gambling/slot
machines than the State of Nevada. This legislation permits licensed facilities pourirg alcoho! to create mini-casinos
comprised of video gambling machines and including not just bars, but fruck stops, restaurants, billiard parlors, airport
lounges, bowling alleys, and other convenience locations serving alcohol. Legislation has already been infroduced io
extend further the types of facilities and the numbers of video gambling machines.

Whereas, The U.S. National Gambling Impact Study Commission, sponsored hy U.S. Senator Paul Simon, noted
that the psychological, sociological, and psychiatric communities commonly refer to sideo gambling machines as the
“crack cocaine” of creating new addicted gamblers; and

Whereas, The Chicago Tribune (7-1 2-09), the Chicago Sun-Times (5-14-09), end other lllinois news media have
editorialized and commented against the Video Gambling Act, including calling for its repeal {Chicago Tribune, 8-1 1-09);
and '

Whereas, Thirty-nine inois counties and municipalities have already enacted new ordinances banning video

gambling machines, including DuPage County by a unanimous vote and Cook Counly by a 10 to 4 vote; and

Whereas, Communities banning video gambling machines will not lose capital construction funds under the $31
billion capital consiruction bill; and

Whereas, Studies in concurrence with and subsequent to the U.S. National Gembling Impact Study Commission
have shown that student populations are particularly susceptible io addicted and prcblem gambling and are showing
double the gambling addiction rate of the older aduit population; and

Whereas, lilinois coliege communiiies, such as Carbondale, have recently banned or are poised 1o ban video
gambiing machines as problematic for siudents; and

Whereas, On November 12, 2008, the Champaign Couniy Board, Urbana City Council, and Champaign City Council
to-sponsored a policy review study session at the Beckman Institute, where these facis were presenied to the public; and

Whereas, If bans are not initiated quickly, video gambling machines will bring all the problems of gambling into our
local communities.

Be i resolved by the UIUGC Senate that

For the welfare of the student population and the general public, the UIUC Senate u-ges the Champaign County I_Es_oard,_ the
Urbana City Council, the Champaign City Council, and surrounding governmental units to enact new bans prohibiting video

gambling machines.

UIUC Senate Members:
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HL.LINOIS STUDENT SENATE
Senate Resolution (12-02-2009-02)
Video Gambling

Authors: Hanoah Ehrenbers, David Olsen
Sponsers: Nelan Drea, Greg Thompson, Max Molley, Cole Goldenberg, Peter Hughes, Brian Larsen, Robert Gregg

Background

In July 2009 the State of IHinois enacted the Video Gambling Act which will allow Hinois to t ave more video gambling/sloi machines
than the State of Nevada This legislation permits licensed facilitics pouring alcohol fo creaie niini-casinos comprised of video gambling
machines and including not just bars, but truck Stops, restaurants, billiard parlors, airport loungss, bowling alleys. and other convenience
locations serving alcohol. Legislation has already been introduced to extend further the types of facilities and the numbers of video
gambling machines.

Whereas, The U.S. National Gambling Impact Study Commission, sponsored by U.S. Senator aul Simon, noted that the psychological,
sociological. and psychiatric communities commonly refer to video gambl ng machines as the “crack cocaine™ of
creating new addicted gamblers: and

Whereas, The Chicago Tribune (7-12-09), the Chicago Sun-Times (5-14-09), and other Iinois news media have editorialized and
commented against the Video Gambling Act, including calling for its repeil {(Chicago Tribune, 9-11-09); and

Whereas, Forty-two Illinois counties and municipalities have already enacted new ordinances hanning video gambling machines, including
DuPage County by 2 unanimous voie and Cook County by a 10 to 4 vote; :ind

Whereas, Communities banning video gambling machines will not lose capital construction fuads under the $31 billion capital construction
bill; and

Whereas, Studies in concurrence with and subsequent to the U.S. National Gambling Impact Study Commission have shown that stadent
populations are particularly susceptible to addicted and problem gambling and are showing double the gambling
addiction rate of the older adult population; and

Whereas, Illinois college communities, such as Carbondals, have recently banned or are poiserl to ban video gambling machines as
problematic for students; and

Whereas, On November 12, 2009, the Champaign County Board, Urbana City Council, and Ciampaign City Couscil co-sponsored a policy
review study session at the Beckman Institute, where these facts were presented to the public; and

Whereas, If bans are not initiated quickly, video gambling machines will bring all the problems of gambling into our local communities.

Be it resolved by the [llinois Student Senate that

The Iilinois Student Senate urges the Champaign County Board, the Urbana City Ccuncil. the Champaign City Council, and
surrounding governmental units to enact new bans prohibiting video gamt ling machines.

htins://mail business.illinois.edu/ e S s 1/21/2010
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Mo John Kindt <johnwkindt@gmail.com>

FW: READ!!! NJ follow thru with ANOTHER STUPID move!! Pension fund/

Revel
2 messages

Kindt, John W <jkindt@illinois.edu> Wed, Oct 28, 2015 at 3:19 PM
To: "johnwkindt@gmail.com" <johnwkindt@gmail.com>

From: DMBerlin@aol.com [DMBerlin@acl.com]

Sent: Thursday, October 02, 2014 9:22 AM

To: dmberlin@aol.com

Subject: READ!!! NJ follow thru with ANOTHER STUPID move!! Pension fund/ Revel

http:/iwww.courierpostonline.com/story/money/business/2014/03/15/state-takes-300-million-pension-
gamble-on-revel-casino-owner/6472093/

State takes $300 million pension gamble on Revel Casino owner

Jean Mikle, @jeanmikle 4:25 p.m. EDT August 12, 2014

The struggling Revel casino in Atlantic City may be sold. AP file photo Revel Casino Hotel?s future is in
doubt ? again. AP file photo Revel, Atlantic City NJ's newest casino shown in this Oct. 17, 2012 photo,
says it is considering "strategic alternatives,"” which in this gambling resort town usually means a property is
being marketed for sale or considering a bankruptcy filing. The $2.4 billion casino-hotel just emerged from
bankruptcy court in May.(AP Photo/Wayne Parry)(Photo: Wayne Parry, AP)

Atlantic City's beleaguered Revel Casino & Hotel has lost millions from the start, but that hasn't stopped
New Jersey's pension system from placing a $300 million bet with the largest owner of the oceanfront
resort.

The state agency that oversees the multibillion-dollar employee pension funds voted late last year to invest
$300 million with Chatham Asset Management, the hedge fund that owns 28 percent in the troubled casino

property.

The investment deal is complex. Although the state plans to invest in Chatham, treasury officials say the
transfer of funds won't happen until later this year — when Chatham said it hopes to shed itself from the
faltering casino. But treasury officials told the State Investment Council that there is no firm timetable for
when Chatham will be out of Revel.

The 1,399-room Revel emerged from bankruptcy protection last year from nearly $1.5 billion in debt yet
continues to have difficulty attracting customers. It ranked ninth out of 11 casinos in revenue last month,
and is expected to be sold sometime this year for as little as $200 million to $300 million, a far cry from the
$2.4 billion it cost to build.

The 47-story Revel, touted by Gov. Chris Christie as a model for Atlantic City's rebirth, has been a
tremendous failure. It lost more than $100 million in its first year of operations.

Touted as a job creator, Revel was expected to employ 5,500 people but now has about 2,800 on staff.

Meanwhile, as Atlantic City continues to struggle to compete with casinos in Pennsylvania and New York,
the city's Atlantic Club Casino shut down in January, laying off 1,600 workers.

https://mail.google.com/mail/u/0/7ui=2&ik=beae50169a& view=pt&search=inbox&th=15... 10/28/2015
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Gov.

By JOHN KINDT

Gov. Pat Quinn is expected to veto
the 2012 gambling expansion bill,

SB 1849, because of the refusal of
the bill’s sponsors to prohibit politi-
cal and campaign contributions from -
gambling interests. By vetoing this
bill, which would create six new race-
track casinos (called “racinos”) plus
five land-based casinos, Gov. Quinn
will be confirming the tradition of
“The Untouchables.” Today, Illinois
needs “The New Untouchables” as
historically embodied by such orga-
nizations as the Chicago Crime Com-
mission established to combat Al
Capone.

Pursuant to a 2012 study by the
Institute of Government and Public
Affairs at the University of Illinois,
Chicago is the most corrupt area in
the United States. Gov. Quinn’s 2009
Illinois Reform Commission; chaired
by former federal prosecutor Pat--
rick Collins, revealed that corruption
costs I1linois taxpayers billions of
dollars per year — as UIUC Emeri-
tus Professor Stephen Kaufman has
recently highlighted.

In this historical context, Gov.
James Thompson’s administration
authorized the legal granting of the

uinn ane

10 original casino licenses for $25,000
each to political insiders, although the
total fair market value of the licenses
was $5 billion ($9.5 billion in 2012 dol-
lars). One license was granted to a
political insider recently convicted

in the Rod Blagojevich scandals. The
2012 gambling bill gives away anoth-
er $3.5 billion fo $5 billion, among
other giveaways, by charging just
$100,000 per-casino license.

Since the original 10 casino licens-
es were granted, academics at the
University of Illinois at Springfield
have spent two decades documenting
millions of dollars in legalized politi-
cal and campaign contributions made
by lobbyists to legislative supporters

_of gambling.

Disturbed by the spreadmg pOlltl—
cal corruption accompanying legal-
ized gambling, U.S. Sen. Paul Simon
sponsored the bipartisan U.S. Nation-
al Gambling Impact Study Com-
mission. Co-sponsored by U.S. Rep.
Henry Hyde and supported by virtu-
ally the entire Illinois congressional
delegation, the Final Report of the
U.S. Gambling Commission called
for a moratorium on the expansion of
any type of gambling anywhere int the
country, and the commission included

Sonday, July 28, 2012

THE NEWS-GAZETTE

‘The New Un%ouc?lable%

recommenda‘r_wns for stringent curbs
on campaign contributions (Rec. 3.5),
the re-criminalization of slots/elec-
tronic gambling machines (EGMs)
convenient fo the public (Rec. 3.6),
and continued prohibitions on creat-
ing racetrack casinos (Rec. 3.12). The

Illinois 2012 gambling expansion bill -

obviously ignores all of these recom-
mendations and adds to the national.
embarrassment of Illinois.

Today's business model for race-
tracks is to let the racing die, while
simultaneously transforming the
racetrack into a casino. For example,
the Quad-City Downs racetrack has
not run a live race since 1994, and by
giving slots to racetracks, they are
just being enabled to become slots/
EGM casinos. }

Confirming the U.S. Gambling Com-
mission, the multi-volume 2009-2012
U.S. International Gaming® Report,
produced in large part at the Uni-
versity of Illinois, concluded that by
2008 “lobbying monies and gambling
interests were the largest influences
and dominant forces in 26 state gov-
ernments” and ware dictating state
sccnomic policies ruinous to state
budgets. By comparison, the state of

Virginia rejected casinos during the

same time frame that Illinois autho-
rized its first 10 casinos, and Virginia
currently has a budget surplus, while
the Hlinois state budget is the nation’s
worst. For the strategic perspective
on Wall Street gambling, decriminal-
ized in 2000, and its delimitation as
the catalytic cause of the current eco-
nomic crisis, the news video “Finan-
cial WMDs” may still be viewed at
the website for “60 Minutes.”

If the Illinois Legislature really
needed money, it could immediately
collect at least $5 billion in casino
license fees which the casinos should
have originally paid — instead of the
mere $25,000 per license. In 2003 leg-
islative presentations in Springfield
by the Maryland Tax Education Foun-
dation, for example, the fair market
value of the Illinois casino licenses
were pegged as being worth up to
$500 million each.

Apparently, only troubled casino
licenses have a fair market value
under $500 million, as casino licenses

' are laundered by regulators from one

casino owner to the next.

In 2001 it was reported that
Nevada’s Jack Binion, the tycoon of
Horseshoe Gaming, was ruled unfit
for his $25,000 Iilinois casino license.

ame & T
i K om

Accord.mgly, Binion sold his Illinocis
casino interests for $465 million. In
2008, a $435 million offer was made
for the troubled 10th Illinois casino
license as the casino went to Des
Plaines. Dogged by improprieties,
Station Casinos seld its Missouri casi-
no interests to Ameristar Casinos fer
$488 million. As Louisiana Gov. Ed
Edwards went to jail for his partin a
casino scandal, Players International
Inc. sold its Louisiana casino inter
ests to Harrah's Entertainment for
$425 million.

If Illinois needs tax revenues, the
current casino license fees are a pot
of gold worth billions of dollars. Until
these billions are collected, authoriz-
ing racinos and new casino license
giveaways to political insiders via
SB 1849 is a non sequitur. By veto-
ing gambling expansion, Gov. Quinn

will draw faverable national attention

to Illinois as the home of “The New
Untouchables.”

John Kindt is a contributing author and
editor of the U.S. Infernaticnal Gaming®
Report. He frequently festifies befora Con-
gress and state legiclaturés as an &
regarding issues in business and lsgal
policy.

COMMENTARY




Study Group on Gambling Policy
~—— . Page 133 of 876

A i &g o= s - s
T RO SRS CICAGO AND SUBURDS, 575 ELSEWHERE oM THE WeR: PEIMSUNTIMES.COM  HOME DELIVERY: AL

~ ARR-RAR-4637 SpompTe FIMAL

(24

}

e
ez:d’_.wrmre'

o el bV 1w Ly

They say secret'tapes show

5 T AR IR

Marcello was expanding hi cmrynaﬁ =

b oz

“ventures with his brotherst he!p

Feds believe Miakair Maxce.llo ,a:hroth
Marca]lc:— (nght) —_ Wm.-kue«;i“w 3 ;

Steve Warmbir & Robert Herguth,

Feds: Mob Boss Ran Video Poker
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HINT Its not the people who are supposed to beneflt

' BY DONALD L. BARLETT AND JAMES B. STEELE

{| Donald L. Barlett & James B. Steele, Look Who's

| Cashing In At Indian Casinos, TIME, Dec. 14,2002, at [ & & V" Tk

{) 44-58 [hereinafter Who’s Cashing In}. ' | I“ s
0925
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U.S. Department of the Interior
Office of Inspector General

AUDIT REPORT

ISSUES IMPACTING IMPLEMENTATION OF THE
| INDIAN GAMING REGULATORY ACT

- REPORT NO. 94-I-113
NOVEMBER 1993

This report may not be disclosed to anyone other than
the auditee except by the Assistant Inspector General
for Administration, Office of Inspector General,

- U.S. Department of the Interior,
Washington, D.C. 20240
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E eated in the largest Sen-
i ate hearing room with a
f ® hood over his head to
: protect his identity, the witness
! identified only as “Marty” had
! some confessions to make. Not
only had he helped the mob set
up and run a high-stakes bingo
hall on an Indian reservation,
-he testified, but he had paddcd
enses:and robbed the tribe
over $600,000 a yéar.
But even Marty’s sensational
es of filling bingo balls with
lium and awarding $60,000
1S to pald shills paled in com-
parison {0 his next news flash.
Marty told members of the
Senate Select Comnmiittee on
Indian Affairs that 12 other In-
dian bingo halls also-were con-
trolled by the mob. “Qtganized
estroymg the Indian
ation,” he said il a slow,
'mechanlcal baritone, his voice
deliberately altered through
the use of a special machine.
Four years later, the leaders
f:the Indian gambling indus-
are sill smarting. Marty’s
apocalyptic visions of Mafia
domination have been proven
! wrong, they argue, adding that
Indian-owned casinos and bingo halls
are more heavily regulated than the
glitz palaces in Atlantic City and Las
Vegas. But while it’s true that the in-
dustry has grown much more sophisti-
cated and has weeded out the most ve-
nal operators, many questionable
characters remain. From dozens of in-
terviews with federal, state and local
law-enforcement officials and from doc-
uments obtained through the Freedom
of Information Act, U.S. News has
learned of a number of cases that raise
serious doubts about the integrity and
inviolability of Indian casinos.

The new buffale. Devastated by unem-
ployment, substandard housing and
schools and crippling alcoholism, many
Indians have come to see gambling as
“the new buffalo” —the first true eco-
nomic opportunity in two centuries. But
) buffalo never paid dividends like a one-
i armed bandit. In Connecticut, the
sprawling Foxwoods Casino owned by

i
‘
i
!
i
¥

the Mashantucket Pequots could con-
ceivably gross $1 billion this year and
net half that amount. On the Shakopee
Mdewakanton Dakota reservation near
Minneapolis, the Mystic Lake casino
takes in so much cash that tribal mem-
bers sometimes receive dividend checks
for up to $20,000 a person per month,
one official with the Bureau of Indian
Affairs says. And just last month near
Syracuse, N.Y.,
opened the $10 million Turning Stone
Casino, expected to rake in well over
$100 million a year.

Now that 73 tribes in 19 states offer or
will soon offer full-scale casino gam-
bling, the big boys have taken notice.
Atlantic City casino owner Donald
Trump recently sued the US. govern-
ment for allegedly giving an unfair ad-
vantage to tribes setting up casinos. And
he’s out to prove the fledgling industry is
corrupt. “A lot of the reservations are
being, at least to a certain extent, run by

the Oneida Indians:

(ambling with the mob?

Wise guys have set their sights on the booming Indian casino business

PHLIP GOULD FOR LSHENR

Big-time enterprise. The huge, new market in Indian-owned casinos is a draw for vendors.

organized crime,” says Trump. “There’s
no protection. It’s become a joke.”
Mobsters did, in fact, prey upon Indi-
an gambling during the 1980s. Besides
Marty, whose real name was Stewarl
Siegel and who managed a California
bingo hall for the Barona Indians be-
fore he died of cancer, Indian gam-
bling’s cast of characters was like some-
thing out of an Edward G. Robinson
movie. Just this spring, for example, re-
puted Chicago mob boss John “No
Nose” DiFronzo and his gambling ex-
pert. Donald “The Wizard of Odds”
Angelini, were convicted of conspiracy
and fraud in a failed attempt to take
over gambling operations at the Rincon
Reservation near San Diego in the late
’80s. The Chicagoans had hoped to
skim profits and launder mob money,
FBI wiretaps show. in 1980, California’s
Cabazon Indian tribe hired as their
poker-room manager one Rocco Zan-
gari. identified as a mobster in Senatc

30

LLS.NEWS & WORLD REPORT, AUGUST 23, 1998
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BANKRUPTCY

DEVELOPMENTS
JOURNAL

LEGALIZED GAMBLING’S DESTABILIZATION OF
U.S. FINANCIAL INSTITUTIONS AND THE
BANKING INDUSTRY: ISSUES IN BANKRUPTCY,
CREDIT, AND SOCIAL NORM PRODUCTION

John Warren Kindt
John K. Palchak

Reprinted from
Bankruptcy Developments Journal
Volume 19, No. 1
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{CER LAW REVIEW -

Walter F. George School of Law
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“The Insiders” for Gambling Lawsuits:

Are the Games “Fair” and Will Casinos and
Gambling Facilities Be Easy Targets for Blueprints
for RICO and Other Causes of Action?

John Warren Kindt
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MANAGERIAL AND DECISION ECONOMICS
Manage. Decis. Econ. 22: 17-63 (2001)
DOI: 10.1002/mde.997

The Costs of Addicted Gamblers: Should the
States Initiate Mega-Lawsuits Similar to the
Tobacco Cases?

John Warren Kindt*!

University of Illinois, Champaign, IL, USA

INTRODUCTION

In 1999, The Economist cited to the critics of
gambling activities and raised the spectre that
‘there might be a lot of money to be made by
suing the entities that knowingly get people ad-
dicted to gambling’.! This observation paralleled
the long-held conclusions among gambling addic-
tion experts such as the former executive director
of the Council on Compulsive Gambling of New
Jersey, Arnie Wexler, who highlighted the con-
cerns of the gambling interests in 1997:

‘T think the industry is sitting on its hands ner-
vously looking at what’s happening to the
cigarette industry’, said Wexler, a frequent lecturer
about compulsive [i.e., ‘pathological’] gambling.
‘The stuff that happened to the cigarette industry
is going to happen 10-20 years down the road, if
not sooner’.?

As early as 1996, the Las Vegas gambling in-
dustry had a premonition of being saddled with
mega-lawsuit problems similar to the tobacco in-
dustry, and had developed plans to counter the
educational efforts of public interest groups,? such
as the National Coalition Against Legalized Gam-
bling (NCALG), an organization similar to Moth-
ers Against Drunk Driving (MADD). In 1996, in
the heart of Las Vegas, the local paper opined a
wake-up call to the gambling industry:

Gambling and tobacco. Tobacco and gambling.

* Correspondence to: University of Illinois, Champaign, IL
61820, USA. Tel.: +1 217 3336018; fax: + 1 217 2447969.

! Professor, Univ. Ill.; A.B., William and Mary, 1972; J.D.
1976, MBA 1977, Univ. Ga.; LL.M. 1978, SID 1981, Univ.
Va.

Copyright © 2001 John Wiley & Sons, Litd.

A leader in the national fight against the spread
of legalized gambling is. .. attempting to link the
tactics of both industries in their separate battles
for public relations legitimacy.

‘It is out-and-out lying, and ... [the gambling
industry is] in denial’, said Tom Grey [executive
director of the NCALG].*

By 1997, the strategies of anti-gambling groups
combined with public interest groups were being
readily detailed in the US press.

Anti-gambling crusaders are borrowing a page
from the anti-smoking movement, trying to tar
casinos and lotteries with some of the same criti-
cisms leveled against the tobacco industry.

The critics say legalized gambling, too, depends
on addiction for profits, runs ads that glamorize
its offerings and targets minors for future
customers.’

Similarly, it became apparent where the gambling
industry was trying to focus the public’s attention
and frame the long-term strategic debate.

Gambling proponents stress their industry has
acted to keep itself out of the same dock as
tobacco, by trying to identify its addicted clientele
for treatment.

Critics say those efforts are cosmetic, and that
the $50-billion-a-year industry’s profit margin de-
pends on compulsive [i.e., ‘pathological’] gamblers
lured by marketing strategies to exploit their
addition.®

This scenario was reminiscent of several public
interest debates involving potentially harmful
products—particularly tobacco.

In this context the pro-gambling commissioners
on the 1999 National Gambling Impact Study
Commission (1999 Gambling Commission) may
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Corruption remains strong in lllinois, report shows | UIC Today

Search
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Corruption remains strong in

lllinois, report shows

April 26,2016

The tradition of corruption in lllinois remained strong last
year according to a new report published by UIC
researchers. |

The report, “2015 a Banner Year for Corruption in lllinois,
Anti-Corruption Report #9,” catalogues 27 convictions,
28 indictments, the launch of 11 corruption
investigations, and the sentencing of 30 convicted
elected officials, government employees, and private
sector individuals from the Land of Lincoin.

“No matter how you slice it, 2015 was a bad year for
public corruption in our state,” says report co-author Dick
Simpson, professor of political science.

Highlights of the report include:

* the arrest and guilty plea by former Congressman
Dennis Hastert;

* the indictment and conviction of Chicago Public
Schools CEQ Barbara Byrd-Bennett;

» the indictment of a Chicago Police officer for the
shooting murder of an unarmed teenager;

https://today.uic.edu/corruption-remains-strong-in-illinois-report-shows

Fatity

“No matter how you slice it, 2015 wasabad |
year for public corruption in our state,” says
report co-author Dick Simpson, professor of
political science.

1/3
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https://www.ilnews.org/news/state_politics/poll-shows-percent-of-chicagoans-considered-moving-
out/article_c2a765b2-6082-11e9-bdec-0f6f23ablabe.html

Poll shows 44 percent of Chicagoans considered moving out

By Cole Lauterbach | lllinois News Network Apr 16,2019

Chicago Board of Trade building.
CiEll / Shutterstock.com '

Citing the high cost of living, taxes and violence, a poll of Chicagoans 55 and older found nearly haif
had considered leaving and even more knew someone else who had thought about a move elsewhere.

The AARP poll was conducted in December and focused on the Chicago mayoral election, but included
in the survey of more than 800 likely voters over age 55 was whether they'd considered leaving the
city. Forty-four percent said they had thought about it.

AARP lllinois director Bob Gallo said the high cost of living and high taxes were the two reasons most

said they considered it.

hitps:/iwww.ilnews.org/newsistate_politics/poll-shows-percent-of-chicagoans-considered-moving-out/article_c2a765b2-6082-11e9-bdec-0f6f23abtabe.... 1/2
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» HEADLINES »

Prjn!tab}e version of
this story

Thursday, April 29, 1999
Copyright © Las Vegas Review-Journal

Gambling panel favors
new casino

ONS e
ews moratorium
SPORTS |
Nevada Golf Network A cOommission's 5-4 vote reveals profound
Betting Line divisions between pro-gaming and anti-
BUSINESS casino representatives.
Stocks

LV Stock Index
Finangcial Calculators

By Tony Bait
Donrey Washington Burean

LIFESTYLES -
e T WASHINGTON -- A federal commission
e voted 5-4 Wednesday to recommend a

NEON moratorium on new gaming, revealing a deep

T schism in the panel and prompting some members
:D:“r‘“':ug ” to openly ponder if a report on their 22-month
Eﬁi:—_ study of legalized gambling will be completed.
. The veneer of cordiality that characterized
roieen recent meetings of the National Gambling Impact

OPINION Study C_ommrssmn_ vamsht;d with the v'ote_, the

ot ﬁrs_t major ta]l_y of its members. CC-)II}H].}SSIOHGI'S
———— split along anti-casino and pro-casino lines, an

FEEDBACK underlying division that had been put aside for

IN-DEPTH most of the study period.

OBITUARIES In the vote, three commissioners with fies to
CLASSIFIEDS Nevada and an Alaskan who customarily defends
@ulo Guide Indian tribal gambling were outnumbered by the

WEATHER panel's chairman and four others. "

REAL ES_T ATE Rai.sirgg his VQiCG val‘ld pounding the table,

e~ Commissioner John Wilhelm complained the
S supSCRIBE commission had strayed from its mission to

to the examine the economic and social effects of

Tl Roview-Journal

Recent Edifions

gambling and was on its way to producing a one-
sided report.
"We are going to write a report on social

Sunday

Monday impact -- period," Wilhelm fumed. "The

Tuesday commission is trying to hide in the notion that
Wednesday since we can't say with finality what the

Thursday economic impact of gambling is, therefore let's
Friday say, ' Who knows?' "

Saturday Wilhelm, president of the Hotel Employees
Archive and Restaurant Employees International Union,

Fun Stuff

said the draft reports do not reflect testimony of
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GA.MIBLIN‘G BESEAI{GH BBIEF
NOT IN OUR BACK YARD

The gambling moguls who fully lmderstand the bavoc created by their industry, contmue to boast
of Las Vegas as-a wonderland of close family life, of good jobs, wonderful tourism, excitement

and a great life for rts res1dents Consider these documemed facts about Nevada

# 1 in suicidés:
# 1 in divorece?
-# 1 in high school dropoutss
'# 1 in women killed by men¢
# 1 in gambling addictionss
# 3 in bankruptciess
" # 3 in abortions”
# 4 in rapes -
# 4 in out of wedl()ck blrths9
#4in alcohol related deathso
“#51in crimen
' # 6 in prisoners locked up®
- #50 in voter participation:

_ (Documentation of sources are on page 2)

Prepared by Robert 7™, Bobilin, Ph.D. Chairperson, Research & Information Committes 3/99
Hawaii Coalitton Ammsi Lt:g:ahzui Gambling P.O. Box 240805, Honoluly, HI $6824 ¢-mail bobl]m@!mm.ﬂ com
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iddlctive habit: Few
adolescents are aware
hat they can.becomne

1ooked on gambling. |

3y Charles Walston
TAFF WRITER

Iu the explosmn of gamblmg
n the United States, some of the
siggest losers are Kids:
- As lotteries, casinos, Keno
rames and other forms of legal
vagering Spread across the
:ounfry, studies indicate that 7
nillion teenagers in the United
jtates  -gamble. regularly.- As.

nany as .1 million may have ag

jous gambling problem. -

_“Gambling ‘has' beeofn
weérage and expectable acuv:ty
umong - adolescents,” . said Dr.

€ an -

-::eens ‘laymg thelr 1 tufe<

foward .J.. Shaffer, director of 3

he division on addictions at Har-
rard :dical School About. 90

1ave gambled, he said.

Widespread legal gambhng is

au'ly new in Gecrg1a where the

ottery started in 1993, and the. s
irst study.of teenage betting in- -
he state will not be completed

or several months. Despite the

ack of scientific data, it is a sure

et thatany Georgia teens have.
. problem with gambling,
ihaffer said. :

A study completed for the De- )

artment of Human Resources
astyear indicated that 4.4 percent

f adults in Georgia have been.

roblem or pathological gamblers
tsome point in their lives, and 2.3
ercent currently havea problem.
xd in every state where compar-
tivée studies have been done, the
ate of problem gambling among
Iveniles has: been higher than
mong adults. .
“Kids. are at least twice as
kely to have” problems with
amb™ =" said Durand Jacobs,
e o aldent of the National
ouncil .on Problem Gambling
nd a professor of psychiatry at
oma Linda University School of
ledicine in California.
Children are more vulnerable

sercent of high school séniors . [ e

than adults because they ‘don’t
understand gambhng can:be ad-

dictive, Jacobs said. The Amerl- .

can’ Psycmatnc Association has
recognized compulsive gambling
as an addiction since 1980.
Although children younger
than 18 are not legally allowed to
play state-sponsored lotteries,

_they are affected by the mﬂhons .

of dollars in lottery advertising,
according to Jacobs and Shaffer
“It's the.first time in more

than 100 years that young people.

are growing up in a context of le-
galized gambling,” said Shaffer.
- Atlanta teens say the experts

are right: Gambling is common.

“It goes on at every school,”
said Reggie Barrow, an 18-year-
old -who graduated:.from South
Atlanta High School last year.

“They start in middle school
and stuff.”

Dee Dee and Monica Bowden

point of gambling. “The objec
to take the other person’s m
ey,” said Dee Dee, 13 i
Bill Sonenshine, acting dix
tor of the Georgia Council gn Ct

- pulsive . Gambling, has . visi

meetings of Gamblers Anonym
arid met several teenagers ther
“One boy, a graduating ser
in high school, was about read:
g0 1o jail,” said Sonenshine. ©
gambled himself, and he was ¢
making book for other studen:;
Like adult gamblérs who
in over their head; ‘some. teen:
gamblers turn to crime: Jac
said his surveys indicate that
percent of all teenage gambl
have committed crimes rang
from forgery to- prosntunon
pay. gamblmg debts. i
Augiist Sealé; who wiines
say was shotinthe headbyas

‘loser in a video game bet, is-

the only Atlanta teenager. 10
killed while gambling. A 19-5¢
old East Point man, Derico C
ningham, was- killed seve
years ago during a-holdup a

i dice game, and two juveniles

legedly killed a man at the I

- Mustrasion by WALTER CUMMING / Staff

' Where; to get help

gambling problem, here are some
places to ¢all for help:

B Georgia Gambling Helphne
800-699-7117 .
= Gamblers Anonymous, 404~
237.7281 .
¥ National Council on Problem
Gambling, 800-522-4700

" If you, knuw somaonewrtl'l a . j

live near Bankhead Highway in
west Atlanta and. sometimes
hang out at a store where grown-
ups line up to play the lottery. -

Dee Dee, who is in high school,
and Monica, who is in elementary

school, know kids who bet on ev- _
erythmg from dice to cards to a’
coin-matching game called “Géf

Like Me.” Monica said she has
even gambled herself.
They already understand the

Lake Meadows. housing pr03
over a'$2 gambling debt. *

Yet juvenile‘judges in {Lﬂa
say they have not seen much ¢

~]* dence of gambling-related crir
. and school officials seem unaw
. of gambling by students.

At South Aflanta High Scht

P smdents played dice outside -

cafeteria during lunch hour, B
row said. Teachers and admir
trators at the school “rez
didn’t know," he said.

Shaffer said most adults te

~ not to view gambling by te

agers in the same light as drug
alcohol use, but he sees m:
similarities. For most peop
such behavior will never beco
a serious problem, while oth
develop a compulsion that ¢
damage or ruin their lives.

“There is no need to assur
just because a child gambi
that they have a gambling pr
lem,” he said.- “But 1 think
should be concerned when ¢
children engage in all risk-taki
behaviors.”
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'said Dee Dee, 13.-

pulsive Gambling, has._ visited

' tmeeungs of Gamblers Anonmaus—

“and met several teenagers there,

‘One boy, a graduating senior
high school, was about ready to
) 10 jail,” said Sonenshine. “He
gambled himself, and he was also

Like adult gamblers who get

gambiers turn to crime:. Jacobs
“gaid his surveys indicate that 13
“percent of all teenage gamblers
“:Have committed crimes ranging

-"killed while gambling. A 19-y :
‘ol st Point man, Derico Cun-
 hingham, was- kﬂled several
cyears ago during a holdup at'a
- dice game, and two juveniles al-
: Iegedly killed a man at the East

"over 4 $2 gambling debt.
- Yet juvenile judges in Atlanta
they have not seen much evi-
~.dence of gambling-related crime,
“and school officials seem uhaware
of gambhng by students. .
;" At South Atlanta High School
; students played dice outside the
- cafeteria during lunch hour, Bar-
row said. Teachers and adn‘nms
‘trators at the school “really
: dldn’ know,” he said.
- Shaffer said most adults tend

not to view gambling by teen-.

‘agersin the same light as drug or
“alcohol use, but he sees many
similarities. For most people,

- Such behavior will never become.

- a serious problem, while others
deve}op a compulsmn that can

mage or ruin their lives.

%5 “ere is no need to assume,

4JUs. _.ecause. a child gambles,

“that they have a gambling prob--
lém,” he said.-“But I think we
should be corcerned when our
‘children engage inall nsk-takmg
behavzors

e

_i‘ of gambling. “The object is,
take the other person’s mop-

Bill Sonenshine, acting direc-
of the Georgia Council 6n Com-

aking book for other students.” . |

ver their head, some teenage_,

frqm forgery to- prcsntu_tmﬂ“ to

yv&as shotin the head by a sore
“loser in a video game bet, is:not.

:Lake Meadows housing project.

tures ¢ on n the line

Juveniles who gamble

problems.

Level | -
Gamble but exhibit no problem

With lottéries and other forms of legal wagering widely available, studies . -
indicate teenagers bet on everything from dice and cards to video games and
sporting events, and as many as | million may have serious gambling

Leval 2
At risk of deveiogigg a Probfern

77.9% - 83%

429 -9.9%

Levei 3

Serlious préb!em or patho!ogcai behavior

44% - 7.4%

. Addictions a Hanrand Medlca[ School.

Problem gamblers

Source: Based on nine studies of 7,700 adolescents in U.S. and Canada by the Division én

|
!

A go\remment study | ast year indicated that 4, 4 percent of Georgia's adults
" *havebeen problem or pathological gamblers at some point in theirlives, and
. 3 parcent mn‘enﬂy have a problem.

i
P

i Problem or
Nan—prﬁ_blem pathological _
- gamblers - gamblers’ i
. - 44% 63% :
: 22% 41%
26% 48%
- 43% 63%
Less than high school education .- B% 19% . ,
Income under $25,000 - 31%. 33%
: _E@_ggmhhng (mean age) 27T - 20
Bet $100 or more in a day 19%" 40%
Source: Based on survey of | 550 adults by the Georgia Departmem of Human
R&'ROUI‘CES.

GSU to study youths’ bettmg habits.-

There are no hard statistics
on teenage gambhng in Georgia,
but soon there will be.

The Department of Human
Resources recently contracted
with Georgia State Umversr"y io
survey 1,000 adolescents in the
state about their betting habits,

accordingto. Judy Byrnes, the
DHR specialist in gambling be- -

havior. The report should be
completed in a few months.

The DHR did its first gam-
bling study last year, surveying
adult betting. That study con-
cluded that “at a minimum,
17,000 Georgia adults are cur-
rently experiencing severe prab-
lems related to their involvement
in gambling.”

Every compulsive gambler

‘costs government -agencies: and
businesses between $13,000 and
$52,000 a year, according to a.
1994 economic analysis by the
University of Massachusetts. .
Based on those figures and the -
DHR study, compulsive gam- |
bling is costing between $221
million and $884 mﬂhonayearm
Georgia. . '

.The DHR smdy also i“ound
that problem gamblers were”
much more likely to be nonwhite;
male and younger than 30 than-.
those who gambled without any -
problems. Also, problem gam-
blers had started betting at a
much earlier age than other gam-
blers — 20 years, compared with
27.

— Charles Walston
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BloombergBusiness

Porn Giant Vivid Wants to Rescue Daily
Fantasy Sports

Eben Novy-Williams

novy_williams
February 19. 2016 — 9:00 AM EST

Football fans watch an NFL game at a bar.

Source: Anadolu Agency via Getty Images

B> 'Fantasy sports and naked girls have a lot in common.’

B> DraftDay will provide platform, Vivid will provide an audience

As one of the world’s largest adult film companies, Vivid Entertainment has spent 31 years selling

sexual imagery for all types and tastes. Now it’s focusing on a different kind of fantasy.

Next week, Vivid will debut daily fantasy sports games, in which customers assemble a roster based on
actual players and win or lose based on how those athletes perform in real life. Called Vivid Sports 4
Money, the site will be built and operated by DraftDay Gaming Group. The companies will share

profits.

This is a natural extension for Vivid, said company co-founder and part-owner Bill Asher. In the early
days of the Internet, pornography found a massive new market online -- and attracted the interest of

regulators. But Asher and others figured out how to navigate new regulations and keep their millions of

htine/furarmar hlanmhero com/Mmews/articles/2016-02-19/norn-ciant-vivid-wants-to-rescue-dail...  3/2/2016
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US Gambling Operators Have 90 Days to Comply With
New Rules

The Department of Justice will wait 90 days to implement a legal opinion that will affect online
gambling.

Jan. 15, 2019

FILE - In this Wednesday, Aug. 2, 2017, file photo, a game of internet slots is under way on a free-play site in
Atlantic City, N.J. A legal opinion from the U.S. Department of Justice made public Monday, Jan. 14, 2019, could
threaten the viability of online gambling that crosses state lines, such as poker. (AP Photo/Wayne Parry, File)

@ THE ASSOCIATED PRESS

- We are running a quick survey.
LAS VEGAS (AP) — THE Department of Justice will W \y0u1d you like to participate?

opinion that will affect online gambling.

{ B
! No Thanks

Start Survey
19

S

hitps://www.usnews.com/news/business/articles/2019-01~15/justice-department-opinion-could-threaten-online-gambling 144
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IS NEWS

(https:f/www.gomblingnews.com/)

ESPORTS (HTTPS://WWW.GAMBLINGNEWS,COM/NEWS/CATEGORY/ESPORTS/)  DECEMBER 31, 2018

The US Federal Trade Commission to Probe Loot Boxes

EMAIL (MAILTO:?SUBJECT=THE US FEDERAL TRADE COMMISSION TO PROBE LOOT BOXES&BODY=HTTPS://WWW.GAMBLINGNEWS.COM/NEWS/THE-US-FEDERAL-TRADE-
COMMISSION-TO-PROBE-LOOT~BOXES/)

f SHARE(https:ﬂwww.fcrcebook.comlshurerfsharer.php?u=https:}'lwww.gamblingnewacomlnewslthe—us—federcxl—truda-commission—to-probe—loot—h

W TWEET (https;ﬂtwitter.com}'intent]tweet?urlzhttps:}fww.gomblingnaws.com]neWSfthe—urfederu!—trade—-commission—to—probe—loot—

boxesl&text=The+US+FederuI+Trude+Commission+tc+Probe+Loot+Boxes)

i G+ SHARE(https:/]plus.googIe.com]shcxre?uri=hrtps:ﬁwww.gamblingnews.comlnews{the—us—federaI—trczde—commission-—to—probe—ioot—boxesf)

‘ @ P (http://pinterest.com/pin/create/button/?uri=https:/fwww.gomblingnews.com/news/the-us-federal-trade-commission-te-probe-loot-

boxes{&medio=8&description=The%20Us%20Federal%20Trade%20Commission%20to%20Probe%20Loot%20Boxes)

©  senp (whatsapp://send?text=https://www.gamblingnews.com/news/the-us-federal-trade-commission-to-probe-loot-boxes/)

i"}j SIMON DELOIT (HTTPS://WWW.GAMBLINGNEWS.COM/NEWS/AUTHOR/SIMON/)

There has been growing concern over the use of loot boxes in video games (https:;’/www.gqmblingnews_comfnews}'oIympic-future—for—esports-cmt
caveatsf) for quite a while and the issue has finally gotten the attention of the United States Federal Trade Commission. This comes in the wake of si
efforts by several other countries including the United Kingdom and Australia that have been looking into the issue very seriously for the past year o

First used in Japan in the early 2000s, loot boxes were used in video games that added extra functionadlity that allowed players to earn points to win
virtual lives or wedpons in rooms or in a treasure box. The name “loot box” was derived from the fact that there were treasure boxes to loot. They we
originally considered be extra features in video games but as time went by, the video game companies began to realize how valuable purchases ¢
From then on, the video game manufacturers began to add extra rooms, lives, prizes, equipment, and characters that could be purchased by the p
the same time, the video game and app developers began to make the loot boxes more difficult for the gumers and this is perhaps when the cor
started.

How It All Started We are using cookies to give you the best experience on our website.
You can find out more about which cookies we are using or switch them off in settings,

Accept

https:/fwww.gamblingnews.com/news/the-us-federal-trade-commission-to-probe-loot-boxes/ 1711




John W. Kindt is a Professor of Business and Legal Policy at the University of Illinois.
After receiving a B.A. in business from the College of William and Mary in 1972, Professor
Kindt earned several graduate degrees in law and business, specifically, J.D. 1976, and MBA
1971, from the University of Georgia; LL.M. 1978, and SJD 1981, from the University of
Virginia.

Professor Kindt’s research has resulted in more than 70 academic articles and studies in the
areas of antitrust law, commercial law, and environmental law. For 20 years his research has
been focused on the societal, business, and economic impacts of decriminalizing gambling
activities, particularly gambling's destabilization of international financial institutions and
criminal justice systems.

*Please note that any author or editorial financial returns generated by this collection were pre-assigned to go directly to 501(c)
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Table 2. Annual Social Costs per Pathological Gambler

MDD

FL

W1

Ly SD LA LS 1 5 Row
Politzer Exee. Thompson Thompson SD Leg. Hyan Gerstein Thompson averages
et al, Office el al. et ul, Research el al, el al, and Quinn for studies
(1981) of Gov  (1996) {1998) Council (1999)  (1999) (1999} 1994 - 1999
(%) (1994) (%) (%) 16981949 (3] (%) (8) (5)
(%) (3)
Crime
Apprehension and inereased police costs 44 71 1000 53 116 257
Adjudication (criminal and civil 1788 1234 904 27 b9 176 676
justice cosis)
Incarceration and supervision costs 2828 I522¢ 758 839 382 620 451 3065
Business and employment costs 11265
Lost productivity on job 1082 1982
Lost time and unemployment mnz 3436 5936 320 2156 2913
Hankruptey B9 118 RIS
Suicide
Iliness 0 700
Social service costs '
Therapy/treatment costs 437 114 15 196 30 83 189
Unemployment and other soc. sve. 606 an 549 6l 145 318 442
{incl. welfare and food stamps)
Government direct regulatory costs
}"arﬁ{;]y costs
Divorce, separation 111 (aH]
Abused dollars 14 354 3802 0519 240 3175 2436 3834
13586

Reprinted with permission fron: Earl 1. Grinols

& David B. Mustard, Business Frofitability

versus Social Profitability: Evaluation Industries I

with Externalities--The Case of Casines, 22
MANAGERIAL & DEC, ECon 143 (2002) (John
Wiley & Sons Lid., Pub, i
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PREDATORY
GAMBLING %

We believe in improving the lives of the American people with compassion and fairness, freeing us
from the lower standard of living, exploitation, and fraud that commercialized gambling spreads.

A NEW, BIG, BOLD IDEA

WHOSE TIME HAS COME.

Dear Friend,
The vision and plan I'm sharing with you in the pages that follow has been a long time in the making.

It’s the result of the selflessness and the grit of thousands of people in our national network, almost all
of whom are volunteers who take action because of what we believe:

« We believe everyone should have a fair opportunity to get ahead and improve their future.
» We believe every person’s life has worth and that no one is expendable.

» We believe that a good society depends on the values of honesty, concern for others, mutual trust,
self-discipline, sacrifice, and a work ethic that connects effort and reward.

« We believe no agency or entity of government should depend on predatory gambling to fund its
activities.

In 2020, we are launching a national campaign with a national strategy that will dramatically change
the course of your community and our country: The Campaign for Compassion and Fairness.

My purpose in writing is to present Stage 1 of the campaign and to ask how will you
contribute your time, talent, and treasure to help these desperately-needed, long-
overdue, social reforms move forward over the next 24 months? Please let me know. My

email is les@stoppredatorygambling.org and my phone is (202) 567-6996. Thank you.

Sihcerely,

i L Sins P

Les Bernal, National Director
Stop Predatory Gambling

100 Maryland Avenue NE, Room 310, Washington, DC 20002 - (202) 567-6996 « mail@StopPredatoryGambling.org
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Problem Gambling: The Hidden Addiction

Jack Galassini, President, Alabama Council on Compulsive
Gambling

Reverend Roger Olsen, Resource Development Coordinator,
Alabama Council on Compulsive Gambling

April 10, 2020



Jack Galassini
President

Roger Olsen

Resource Development Director



901(c)3
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THE AMERICAN PSYCHIATRIC ASSOCIATION
HAS DESIGNATED GAMBLING
AS AN ADDICTION

“HIDDEN ADDICTION?”
> Alcohol & Drugs-VISIBLE | = -
> Gambling- INVISIBLE >

L

“GAMBLING DISORDER KNOWS NO BORDER?”



THE THRILL OF THE WIN

From a simple door prize to mega

millions, for a problem gambler,
the thrill NEVER Jeaves

L



WHO GAMBLES???
VIRTUALLY EVERYONE

» Even a Kiwanis Club
» Kids start with video games -~ .

> Military cards & dice -

4

L



GAMBLING IS EVERYWHERE
IN ALABAMA:

CASINOS
CARD ROOMS
SPORTS BETTING
ONLINE GAMBLING
FANTASY SPORTS .- -
DOG TRACKS,
LOTTERY .

ANY ACTIVITY THAT INVOLVES
“CHANCE” OR “RISK?”



e ports Bettors in the Past Year for Real Money

(Asked of sports bettors only)

61% 74% 33% 29%
68% 55% 31% 31%
57% 45% 28% 28%
57% 29% 18% 34%
51% 41% 54% 25%
72% 49% 26% 38%
71% 64% 32% 38%
73% 47% 35% 31%
68% 53% 34% 28%
65% 59% 31% 19%
69% 33% 21% 34%

IPSOP Research for NCPG 2018 Sample state 500, Credibility Interval +/- 5.0%
Sample bettors only 200, Credibility Internal +/- 7.9%

ENJOY SPOR

S
DONT BEYT YOUR LIFE OR IV




CONVENIENCE TO SOURCES
INCREASES THE POTENTIAL FOR
PROBLEM GAMBLING

» 1910s- Las Vegas was KING
> 2020- Las Vegas, ONE of MANY

L



RESPONSIBLE GAMBLING

> Sets limits

> Gambles with money they-can afford
to lose -

L



COMPULSIVE GAMBLING

> Unable to set limits

> Gambles with money they"CANNOT

afford to lose - >

L

» Lies to cover up gambling activity



95% OF PEOPLE WHO GAMBLE CAN
DO IT RESPONSIBLY



PROBLEM GAMBLERS
ALREADY AT A HIGH RISK

» More likely to be: young, male, lower SES, military/veteran, substance use
& abuse, positive attitudes about gambling but low gambling literacy, heavy
frequency of gambling, play multiple game types

» Social isolation, anxiety, stress and depression are all associated with
higher rates of gambling problems

=

» Have high rates of co-occurring behavioral hea}tfaml’physi’ical disorders,
more likely to be in healthcare systerg,;housigg-iﬂsecure, incarcerated,
financial problems ” o

-
L

> Already face extensive barriers to sexvices—15% of states have NO public
funding, and average per capita spend in remainder is 37 cents. Low rate of
treatment seeking (-1%) and high levels shame & stigma



ACCORDING TO NCPG,
PROBLEM GAMBLERS COST SOCIETY
$1,500.00 TO $3, OOO OO
PER GAMBLER, PER‘ YEAR



FOR EVERY $1
SPENT ON TREATMENT,
WE SAVE $3~ .-
IN SOCIAL COSTS



ACROSS THE BOARD, MOST AFFILIATES RECEIVE
AT LEAST 1% OF THE GAMBLING REVENUES TO
PROVIDE SERVICES. IN THIS WAY, THEY ARE BEING
SOCIALLY RESPONSIBLE

» Provide trained counselors in every county in Alabama

» Make sure treatment is provided to all aesﬁite the ability
> J
to pay P p

-

» Provide public awareness about the warning signs of
Problem Gambling



NCPG PRINCIPLE HIGHLIGHTS

» The decision to gamble is an individual choice that should be made
on an informed basis.

» Problem gambling is a national public health issue that negatively
affects individuals, families, businesses and communities
throughout the country. Programs to reduce the harm from
gambling addiction have a positive impact ‘oﬂ' ingfv;duals, families,
communities and society. . ¥

» Gambling problems encompas§ more than a clinical diagnosis of a
gambling disorder. They can affect people whose gambling is just
beginning to move beyond simple recreation, those on the path to
recovery, and many points in between.



» The most ethical and effective way to address problem gambling is
through comprehensive prevention, education, treatment,
enforcement, research, and responsible gambling and recovery
programs.

» Problem gambling services must be available, accessible to all in
need and affordable.

» Governments have a responsibility to provide adequate funding for
programs to mitigate the costs of gambling addiction. >

> Gambling operators, suppliers, and regulatof"‘s play a critical role in
successfully addressing problefn gambling. ,

» Our mission can only be accomplished through the collaborative
action of a broad range of people and organizations.



THANK YOU
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Tribal State Gaming Compacts

Paula Hart, Director Office of Indian Gaming, Office of Assistant
Secretary - Indian Affairs

Troy M. Woodward Senior Policy Advisor, Office of Indian
Gaming Office of Assistant Secretary - Indian Affairs

Morgan Oakes, Management Assistant, Office of Assistant
Secretary - Indian Affairs

May 15, 2020



Office of Indian Gaming
1849 C Street, NW
MS 3543 MIB
Washington, DC 20240



Director — Paula Hart
Deputy Director — Maria Wiseman
Senior Policy Advisor — Troy Woodward
Policy Advisor — Philip Bristol
Management Analyst — Debbie DeLeon
Management Analyst — Maja Pepion
Management Assistant — Morgan Oakes

Telephone: (202) 219-4066

bia.gov/as-1a/oig
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The Office of Indian Gaming is responsible for implementing the Secretary’s
Responsibilities under the Indian Gaming Regulatory Act

Approve/Disapprove Tribal State Gaming Compacts
Approve/Disapprove Revenue Allocation Plans (Raps) Pursuant To 25 CFR 290

Land Applications For Gaming Purposes Under Section 20 of IGRA

Gaming Contracts & Collateral Agreements Pursuant To 25 USC 81

Congressional Correspondence

Technical Assistance & Guidance

Applications For Secretarial Procedures Pursuant To IGRA and Part 291
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Cabazon Band of Mission Indians v. California

The Tribes sued the State and the local county in Federal
District Court, seeking a declaratory judgment that State
gambling laws did not apply on the Tribe’s reservation and
that the County had no authority to apply its ordinances
inside the reservations

The District Court granted the Tribes’ motion for summary
judgment, holding that neither the State nor the county had
any authority to enforce its gambling laws within the
reservations

Civil Regulatory versus Criminal Prohibitory
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Seminole Tribe v. Butterworth was an action by the
Seminole Tribe for a declaratory judgment that the
Florida bingo statute did not apply to its operation of
a bingo hall on its reservation.

In Mashantucket Pequot Tribe v. Mcguigan the
Tribe sought a declaratory judgment and injunctive
relief to preclude enforcement of state statutes
pertaining to the conduct of bingo games on the
Tribe’s reservation.
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Congress enacted IGRA “to provide a statutory basis
for the operation of gaming by Indian tribes as a
means of promoting tribal economic
development, self-sufficiency, and strong

tribal governments...” (IGRA 25 U.S.C. §
2702)(emphasis added).
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In Mashantucket Pequot Tribe v. State of Connecticut the
Federal District Court in Connecticut held that IGRA permits
a tribe to conduct class III gaming if, among other
requirements, it is “located in a state that permits such
gaming for any purpose by any person, organization, or

entity.” 25 U.S.C. § 2710(d) (1) (B).

Connecticut permits “any nonprofit organization,
association or corporation [to] promote and operate games
of chance [or Las Vegas nights] to raise funds for the
purposes of such organization” subject to certain
limitations and restrictions, such as limits on the size of
wagers, character of prizes, and frequency of operation.
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If the State regulates a type of game in the State it
cannot prohibit that game in a class I1I compact.

If State permits “such gaming” for any purpose by any
person, organization, or entity, it is regulating not
prohibiting.

Even if the State regulatory provisions include some
criminal penalties, it does not transform regulating to
prohibiting.
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Tribes are the sole regulators of class I

Class I gaming means social games solely for prizes of
minimal value or traditional forms of Indian gaming
engaged in by individuals as a part of, or in connection
with, tribal ceremonies or celebrations.
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Class IT Gaming Regulated by Tribes and NIGC

O

¢ Class II gaming means - (i) the game of chance commonly known as bingo
(whether or not electronic, computer, or other technologic aids are used in
connection therewith) -

O (I) which is played for prizes, including monetary prizes, with cards bearing numbers or
other designations,

O (IT) in which the holder of the card covers such numbers or designations when objects,
similarly numbered or designated, are drawn or electronically determined, and

o (IIT) in which the game is won by the first person covering a previously designated
arrangement of numbers or desi%nations on such cards, including (if 1E)llayed in the same
location) gull—tabs, lotto, punch boards, tip jars, instant bingo, and other games similar to
bingo, an

* (ii) card games that -

o (I) are explicitly authorized by the laws of the State, or

o (IT) are not explicitly prohibited by the laws of the State and are played at any location in the
State, but only if such card games are played in conformity with those laws and regulations
(if any) of the State regarding hours or periods of operation of such card games or
limitations on wagers or pot sizes in such card games.

* The term “class II gaming” does not include
o (i) any banking card games, including baccarat, chemin de fer, or blackjack (21), or

@ l({11) celzlectronic or electromechanical facsimiles of any game of chance or slot machines of any
ind.
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Class III gaming

means all forms of gaming that are not

class I gaming or class II gaming.

Congress used nearly identical language in defining the

prerequisites to

both class II and III gaming: both are

permissible on Indian lands if located within or in a State

that permits suc

h gaming for any purpose by any person,

organization or entity.

Regulation of class III Indian gaming requires a Tribal-

State compact.
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Class III gaming activities shall be lawful on Indian lands
only if such activities are--

(A) authorized by an ordinance or resolution that--

(i) is adopted by the governing body of the Indian tribe having
jurisdiction over such lands,

(i1) meets the requirements of subsection (b), and
(ii1) is approved by the Chairman of the NIGC,

(B) located in a State that permits such gaming for any
purpose by any person, organization, or entity, and

(C) conducted in conformance with a Tribal-State
compact entered into by the Indian tribe and the State
under paragraph (3) that is in effect.
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Congress Intentionally Excluded
Certain Subjects from Compact
Negotiations

Sen. Inouye discussed the compact negotiation

process, stating, ‘““T'here 1s no intent on the
part of Congress that the compacting
methodology be used in such areas as
taxation, water rights, environmental
regulation.”
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(i) the application of the criminal and civil laws and
regulations of the Indian tribe or the State that are
directly related to, and necessary for, the licensing
and regulation of such activity;

(i1) the allocation of criminal and civil jurisdiction
between the State and the Indian tribe necessary for
the enforcement of such laws and regulations;

(ii1) the assessment by the State of such activities in
such amounts as are necessary to defray the costs of
regulating such activity;

25 U.S.C. § 2710(d)(3)(C)
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(iv) taxation by the Indian tribe of such activity in
amounts comparable to amounts assessed by the
State for comparable activities;

(v) remedies for breach of contract;

(vi) standards for the operation of such activity and
maintenance of the gaming facility, including
licensing; and

(vil) any other subjects that are directly related to the
operation of gaming activities.

25 U.S.C. § 2710(d)(3)(C)
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IGRA prohibits Tax, Fee, Charge, or other Assessment

Except for any assessments that may be agreed to under
paragraph (3)(C)(iii) of this subsection, nothing in this
section shall be interpreted as conferring upon a
State or any of its political subdivisions authority to
impose any tax, fee, charge, or other assessment
upon an Indian tribe or upon any other person or entity
authorized by an Indian tribe to engage in a class III activity.

No State may refuse to enter into the negotiations described
in paragraph (3)(A) based upon the lack of authority in such
State, or its political subdivisions, to impose such a tax, fee,
charge, or other assessment.
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The Secretary may only disapprove a proposed
Compact if:

It violates IGRA,

It violates any other provision of Federal law that does not
relate to jurisdiction over gaming on Indian lands,

It violates the trust obligation of the United States to
Indians. 25 U.S.C. § 2710 (d)(8)(B).
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A Compact’s validity begins with State law and Tribal law
processes —authority to negotiate and “enter into”
compacts

Compact should not f)rovide payments to the State
except for State regulatory costs, unless the State
provides valuable concessions to the Tribe

This is an economically valuable concession that the
Tribe might not otherwise have.

A Compact is not effective unless approved by the

Department of the Interior and published in the Federal
Register.
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If the Secretary does not approve or disapprove a
compact before the date that is 45 days after the date
on which the compact is submitted to the Secretary
for approval, the compact shall be considered to have
been approved by the Secretary, but only to the
extent the compact is consistent with the provisions
of this Act.

45 Day review period begins when the original and
all required documents are received at OIG. 25 C.F.R

2013.11.
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Address:

Office of Indian Gaming
1849 C Street, NW
MS 3543 MIB

Washington, DC 20240

» An Amendment is subject to the same review process as an original
compact

* A simple extension of the compact term is not subject to review and
approval but does require notice in the Federal Register.

» Compacts are available on our website: https://www.bia.gov/as-
1a/0ig/gaming-compacts
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What makes Alabama a suitable lottery state?

= With Mississippi starting last year, Alabama is now one of only five states without a
lottery.

" Florida, Georgia, and Tennessee have successful lotteries, indicating a regional appetite
for the games.

= Alabamans are already playing lottery games. Some travel to neighboring states,
especially when jackpots are high. This is money traveling out of state that players
would prefer to spend close to home.

" The process in Alabama ultimately gives the decision to start a lottery to the people.
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Who should be the beneficiaries of lottery revenue?

= |otteries exist in the U.S. to provide funding for good causes.

= Education is a popular beneficiary while some states contribute to senior services,
parks, the general fund, etc.

= Once running, the Lottery would regularly update the public on the funds contributed
to its beneficiaries.
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What concepts are important for enabling legislation?

" Enabling legislation sets the stage for the lottery and would be difficult to change later.
= A Lottery must be thought of as a business.

= Legislation should allow for flexibility to manage the Lottery based on industry best
practices that maximize net revenue.

" The Lottery should be able to determine optimal prize payouts, introduce new games,
and consider new technologies and innovations without strict legislative limits.
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How should a lottery be organized?

STATE-OWNED CORPORATION STATE AGENCY

= Completely self-funded = Reports to an existing agency, the

. Governor, or a commission
" Focuses on revenue generation and

behaves like a business = Little revenue-generating experience

, o within State government
= Quasi-public with Board governance

= May be more impacted by politics or

= Common with recent lottery launches administration changes
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Who sells lottery products?

" Businesses across the state would benefit from lottery sales commissions and
increased foot traffic that leads to sales of other products.

= Most retailers fit into convenience or grocery, but many other small businesses can
also apply to be licensed.
= Alabama’s population is closest in count to South Carolina and is regionally similar.

= SC 2019 population was 5,148,714 and there were approx. 3,828 lottery retailers
(source: La Fleurs 2020 Lottery Almanac).

= Alabama could expect fewer retailers early on, approximately 1 per 1,500 people or
3,300 retailers.
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What jobs are needed for a lottery?

" A lottery in Alabama should expect to hire at least 40-50 people.

= A head person (president/CEO) would oversee lottery operations and be accountable
to an appointed body, such as a board of directors.

= Staff would fill divisions such as product development, finance, sales, security,
marketing, and information technology.

" Because a lottery is a business, it is imperative that politics be left out of hiring
processes.

= When setting up a new lottery, it is also essential that the lottery head and some other
managers have lottery industry experience.
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How are retailers compensated?

= Retailers should be paid a commission for selling tickets and may also be paid a
commission for cashing winning tickets.

= Commission structure should be left flexible and not set in enabling legislation.

= Alabama’s neighbors have different commission structures.
" Florida offers a 5% selling commission and 1% cashing commission.
= Georgia and Mississippi offer a 6% selling commission but no cashing commission.

" Tennessee offers a 6.5% selling commission and only offers a 1% cashing commission
on certain games.
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What vendor Requests for Proposals will be needed?

= Several major vendor procurements will need to be made prior to starting the lottery.
Some services can be combined and provided by the same vendor.

= \Vendor RFPs include:
" Central Gaming System
= |nstant Printing Services
= Advertising Services
= Banking Services

" Internal Control System (ICS)
= Warehousing and Distribution (recommended)
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What are some procurement considerations?

= Score vendors on the value provided, which may or may not be the lowest price.
= Allow major vendor contract terms to be at least ten years or as allowed by law.

= Consider incentives for reaching growth targets.

" Lottery technologies and innovation expand every year. In the RFP, solicit pricing for all
options that are available now and set up a way to obtain new options as they become
available in the future.
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What games should be introduced and when?

= To start, introduce instant (scratch-off) games at price points no higher than S5.
" Launch approximately four new instant games monthly.

= Introduce a $10 instant game several months after start and monitor when to
introduce a $20 game after the first year.

" Introduce draw games in stages:
= Powerball first (apply to join the Multi-State Lottery Association)
" Pick 3 and Pick 4 (twice-daily drawings)
= Mega Millions
" |[n-state jackpot game
= Regional/multi-state game (ex. Lotto America) (well after first year)
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How would Alabama perform compared to other states?

= Assuming best practices are used, Alabama can expect to perform in line with other
southeastern states.

" [nstant (scratch-off) games should make up a higher percentage of sales. Large multi-
state jackpots would cause spikes in draw game sales. Daily draw games would provide
a stable amount of regular sales.

= Approximate weekly per-capita sales:
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