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I. Summary of Commission Findings and Recommendations

A. Introduction and Over-Arching Finding

The over-arching finding of this Commission is that the time has come for the people to decide by referendum, as provided in Rhode Island law, whether a single destination-style casino resort should be developed in Rhode Island.  The Commission makes the following findings and recommendations with respect to the process that should be followed:

1.  A special statewide referendum should be held on November 4, 2003.

2.  The referendum should take place before choosing a specific casino development proposal.  Obviously, voter rejection would end the issue. On the other hand, approval would likely result in more proposals.

3.  A fair and open process for prospective casino developers would be needed to ensure the best agreement for Rhode Islanders. Accordingly, voter approval should lead to the establishment of an independent regulatory body to commence a competitive casino development process that will culminate with the selection of a successful casino development bidder.

4.  The successful bidder should be allowed a specified period of time to enter into a casino development agreement with a host community.
5.  The successful casino proposal must be approved by the voters of the host community before a casino license may be issued.
B. Statement of Commission Findings

This section presents the Commission’s findings that it has distilled from all the information, reports, testimony, and deliberation over the past nine months. The page numbers in [brackets] indicate from where in the text of this report the findings are drawn.

1. Economic Impact Findings

1.) Quantifying the economic development potential of expanded gambling is a complex project.  The positive economic impact of any large development is difficult to determine and predictions done before development are notoriously inaccurate. The quantification of economic costs and the task of assigning relative importance to diverse and unpredictable impacts of gambling and development on communities and individuals are also challenging. [page 25]

2.) There has been little publicly available information on the potential casino gambling market in Rhode Island; and that which exists has been compiled by gambling industry sources.  Furthermore, we have not seen any Rhode Island-specific study of, for example, a commercial casino or casinos, aside from reports prepared by or for the gambling industry. [page 39]

3.) However, a review of existing literature does point up specific conclusions and identifies issues and potential opportunities that legislators, the public, and planners should heed in considering whether or not to approve any casino development. [page 26]

4.) Accordingly, the Commission concurs with the strong conclusion of a study done by Adam Rose and Associates:  “A sufficient number of properly done studies, as well as adjustments in the findings of some flawed studies, enable … [us] to state the conclusion: a new casino, of even limited attractiveness and placed in a market that is not already saturated, will yield positive economic benefits on net to its host economy.”
 [page 25] 
5.) The Commission also concurs in Rose’s finding that, while residents are likely to substitute purchases of casino food and beverages partly at the expense of patronizing other local businesses, that impact will be offset by the increased spending of tourists who come to the area because of the existence of the casino.
 [page 28]

6.) The National Gambling Impact Study Commission found that “within the casino industry, destination resorts tend to create more and better quality jobs than other kinds of casinos,” and recommended “ … to state, local and tribal governments that … they should recognize that, especially in economically depressed communities, casino gambling has demonstrated the ability to generate economic development through the creation of quality jobs.”
 [page 36]

7.) Among the gaming tax revenue sources for Rhode Island, Video Lottery Terminals (VLTs) are clearly critical. Hence, in considering “cannibalization” of existing gaming opportunities by a potential new casino development, the only form of gaming that needs particular attention is the effect of casino gaming on the play of VLTs. The fate of traditional lottery games and keno are of far less a concern. [page 42]

2. Fiscal Impact Finding

1.) We repeat here Economic Impact Finding #6 since it also has fiscal implications: The National Gambling Impact Study Commission found that “within the casino industry, destination resorts tend to create more and better quality jobs than other kinds of casinos,” and recommended “ … to state, local and tribal governments that … they should recognize that, especially in economically depressed communities, casino gambling has demonstrated the ability to generate economic development through the creation of quality jobs.”
 [page 36]

3. Socioeconomic Impact Findings

1.) The impact of casino gambling is particularly complex because of the social costs that are unique to gambling. [page 25]

2.) Testimony before the Commission has revealed that problem gambling already exists in Rhode Island and may increase with the introduction of casino gambling.  As a result, policy makers should follow the lead of other casino jurisdictions and take measures designed to detect the extent of problem gambling, educate the public, and assure availability of resources in order to mitigate its onerous effects. [page 67]

3.) The basic policy challenge posed by legal gambling is that governments benefit from the operation and regulation of gambling activities while, at the same time, these governments have a duty to protect citizens from the negative effects of the activities from which these benefits are derived. [page 47]

4.) William R. Eadington, director of the Institute for the Study of Gambling and Commercial Gaming at the University of Nevada, Reno and a national expert in the field, said that governments’ large stake in gambling profits, “ … implies a substantial role for government in funding problem-gambling treatment, research and education initiatives.”
 [page 115]

5.) Problem gambling affects a small but significant proportion of the general population and results in a long list of individual and social dysfunctions. [page 47]

6.) Education, prevention and treatment services are needed to minimize the existing negative impacts of gambling in the State as well as possible future increases in those impacts. [page 48]

7.) The Commission concurs with the analysis presented in the national Gambling Impact and Behavior Study
 which showed that problem and pathological gamblers are significantly more likely than individuals who gamble recreationally to have suffered physical and psychological health problems, been divorced, lost a job, been on welfare, declared bankruptcy and been arrested and incarcerated. [page 51]

8.) The Commission concurs with the Australian Productivity Commission’s
 conclusion that problem gamblers were significantly more likely than non-problem gamblers to experience gambling-related depression and to contemplate suicide, to experience adverse effects on their work due to gambling and to have slightly elevated rates of bankruptcy. [page 52]

9.) The Commission offers as a cautionary finding the research sponsored by the Louisiana Gaming Control Board
 showing that gambling incurs annual state outlays for gaming regulation of approximately $50 million and measurable social costs that are extraordinarily higher. [page 53]

10.) According to a comprehensive study of gambling behavior in Montana
, contracted by the Montana Gambling Study Commission as mandated by the state legislature in 1997, increased gambling in the state, as measured by per capita video gambling machine tax revenue, was correlated with increases in six types of crime; for each additional $1 million in gambling tax revenue, about 172 more crimes could be expected to occur. [page 55]

11.) Another problem related to impact studies of legal gambling is the lag between when a new type of gambling becomes available and the development of gambling disorders in the population.  Together, these issues underscore the importance of establishing and maintaining a reliable and yet flexible system for monitoring the impacts of legal gambling in Rhode Island. [page 56]

12.) “… [S]maller, less elaborate operations are in the category of “convenience” casinos, as opposed to tourist draws, and simply re-circulate local dollars primarily from customers that are most prevalently minorities with low income.”
 [page 27]

4. Governance/Regulatory Findings

1.) The Commission concurs fully with the following strong statement of the gaming industry’s own CEO of the American Gaming Association, given at its hearing of February 26, 2003.

“The commercial casino industry believes that the heart of having a legitimate industry is to have the toughest possible regulation with law enforcement oversight. Without tough regulation and the law enforcement oversight, you have no integrity in gaming. And that's why, for example, if you ever tried to apply for a gaming license in Nevada or New Jersey or some other jurisdictions, it's worse than getting an SEC or security clearance with the government. I mean it's tough regulation and police oversight—law enforcement oversight—that provides integrity. Without it, you have nothing.”
 [page 98]

2.) Our research leads us to conclude that casino states have diverse regulatory schemes, but all have strong legislative and regulatory oversight to ensure integrity of casino operations and to maintain public confidence.  In the event Rhode Island enters the casino gambling market, a strict and comprehensive statute dealing with casino governance similar to those in other states would need to be enacted. [page 62]

3.) If the voters approve a referendum calling for moving forward with a process to accept applications to develop expanded gaming in the state, the General Assembly requires that an independent regulatory body with broad licensing and enforcement powers must be created within such a statute to provide regulatory oversight and vigilance. [page 62]
4.) A governance statute should articulate the role of local jurisdiction in the following areas: approval of location, taxation, zoning, land use and site plan approvals, utility connection fees, traffic engineering, noise control, lighting design, public safety, trash removal, and ancillary development rights. [page 67]

5.) Repeating the Socioeconomic Finding #9 enumerated above, the Commission offers as a cautionary Government/Regulatory Finding the research sponsored by the Louisiana Gaming Control Board
, which showed gambling incurs annual state outlays for gaming regulation of approximately $50 million and measurable social costs that are extraordinarily higher. [page 53]

C. Statement of Commission Recommendations

This section presents the Commission’s recommendations. The page numbers in [brackets] indicate from where in the text of this report these recommendations are drawn.
1. Economic Impact Recommendations

1.) At this time it appears that no estimates, aside from those of casino industry promoters, have been performed addressing the revenue potential of casino sites, or to capture spending from tourists and visitors that originate from further afield. If Rhode Island voters approve a referendum allowing the state to go forward with seeking casino development, such analyses should be performed as a part of any process that considers development proposals. [page 40]

2.) The Commission recommends that any potential bidder be required to sponsor research that will give a range of estimates of potential costs and benefits associated with their proposed gaming development. The following two categories of “events” or “factors” define why these ranges need to be estimated from the viewpoint of economic impacts. Though these factors cannot be answered with certainty, responses to them by would-be casino developers can provide the state with a better understanding of the range of risks surrounding the potential benefits and costs of their proposals. [page 37]:

· What number of “intra-state” facilities (racinos, etc) will be competing for the gaming dollar?

· Are neighboring states contemplating casinos and what types of new gaming development are being considered or proposed?

2. Fiscal Impact Recommendations

1.) In the event any form of destination gambling is approved, the independent regulatory body may want to consider structuring development agreements such that infrastructure costs are paid as they arise, rather than by towns and cities with funds from revenue sharing. [page 33]:
2.) Should gambling be expanded in Rhode Island, the state regulatory entity should examine allocating some of the increased tax revenue towards social services programs that address the issue of problem gambling. [page 34]:

3.) Elaborating on Economic Impact Recommendation #2, above, because of its implications for its Fiscal Impact, the Commission recommends that any potential bidder be required to sponsor research that will give a range of estimates of potential costs and benefits associated with their proposed gaming development. The following is a list of “events” or “factors” that will influence why these ranges need to be estimated, from the viewpoint of fiscal impacts. While all of the below questions cannot be answered with certainty, the answers can provide the state with a better basis to give a range of both the potential benefits and costs of any proposed casino operation [page 37]:

· What rate of taxation by the state will be proposed and how are neighboring states proposing to tax their casinos?

· What level of compensation should be given to local towns and cities that are hosting any form of expanded gaming?

· What level of compensation will the state demand to be given for the treatment of compulsive and addictive gamblers? 

3. Socioeconomic Impact Recommendations

1.) Adapting Economic Impact Recommendation #2, above, for its socioeconomic implications, the Commission recommends that any potential bidder be required to sponsor research that will give a range of estimates of potential costs and benefits associated with their proposed gaming development, considering the level of compensation to be given the state for the treatment of compulsive and addictive gamblers. [page 37]

2.) While there are currently voluntary efforts underway to treat problem gamblers, a more systematic approach is needed to ensure adequate and continued funding, greater uniformity and a comprehensive system of care. [page 48]:

3.) The Commission recommends conducting a study, of the social impacts of gambling in Rhode Island. In specifying such a study, the request for proposals will need to indicate its design as well as the types of questions that need to be answered.  While a survey would certainly be the right tool to assess current attitudes and behavior, the challenge will lie in determining the appropriate sample size and framework to address a range of impacts and potential scenarios.  Based on the review of exemplary gambling impact studies, it is recommended that any impact study carried out in Rhode Island include [page 56]:

· A general population survey with the largest possible sample (no less than 2,500) and the highest possible response rate;

· A patron (intercept) survey that includes lottery outlets, racetracks, jai alai fronton and, possibly, tribal casinos in Connecticut; and

· A survey of problem gamblers in treatment in Rhode Island.

4.) Based on the research reviewed in Chapter V of this report, the social impact study of gambling in Rhode Island should include assessments of the following factors [page 57]:

· gambling participation and expenditures

· benefits of gambling participation, including satisfaction and enjoyment, social connectedness and alleviation of boredom

· prevalence of problem and pathological gambling

· personal impacts, including physical health, depression, stress, tobacco, alcohol and drug use, and suicidality

· family impacts, including separation and divorce and domestic violence

· work and employment impacts, including lowered productivity, absenteeism, loss of job; and whether respondents are receiving welfare, housing or unemployment benefits

· financial impacts, including indebtedness and bankruptcy

· legal impacts, including arrests for gambling-related crime, court proceedings and incarceration

· help seeking for gambling and substance abuse problems

5.) Other socioeconomic recommendations include [page 58]:

· A fund for problem gambling treatment, prevention, and education should be established and maintained using monies from enforcement fines, confiscated winnings of self-excluded gamblers, a small percentage of gross revenues from pari-mutuel, charitable, and VLT operations and a percentage of the lottery’s advertising budget.  

· A problem gambling helpline should be funded and competitively awarded by any newly established gambling commission.

· Licensed gambling locations should be required to post signage regarding the availability of assistance for Rhode Islanders with gambling problems.  

· The new gambling commission should be responsible for enforcement of a state-wide self-exclusion program.  

· The minimum age to gamble should be 21 and fines collected from underage individuals and gambling facilities that permit underage individuals to gamble.

· Licensed gambling locations should be required to provide training for all employees about the warning signs of problem gambling and how to assist patrons in finding information on this issue.

· The new gambling commission should be responsible for enforcing all of the elements of licensees’ responsible gambling programs.

· Applicants for gaming operator licenses should be required to submit responsible gambling program plans with their applications.

· Funding from the new problem gambling fund should be used to establish a state-wide, comprehensive treatment program for problem gamblers, a state-wide comprehensive problem gambling prevention program, annual problem gambling training opportunities for treatment professionals, and a state-wide problem gambling public awareness campaign. 

4. Governance/Regulatory Recommendations

1.) Any governance statute should contain strict enforcement provisions for age requirements that include regulatory oversight and accountability for failing to deter and detect gambling by minors. [page 67]

2.) Repeating Economic Impact Recommendation #1 above that also applies as a Governance/Regulatory Recommendation here: At this time it appears that no estimates, aside from casino industry developers, have been performed addressing the revenue potential of casino sites, or to capture spending from tourists and visitors that originate from further afield. If Rhode Island voters approve a referendum allowing the state to go forward with seeking casino development, such analyses should be performed as a part of any process that considers development proposals. [page 40]:

3.) Repeating item #1 listed under Fiscal Impact Recommendations above, the Commission offers also as a Governance/Regulatory Recommendation that the independent regulatory body may want to consider structuring development agreements such that infrastructure costs are paid as they arise, rather than by towns and cities, with funds from revenue sharing. [page 33]

4.) Repeating item #3 listed under Fiscal Impact Recommendations, the Commission also offers as a Governance/Regulatory Recommendation that any potential bidder be required to sponsor research that will give a range of estimates of potential costs and benefits attendant their proposed gaming development. [page 37]
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II. Introduction

A. House Resolution Background and Charge to the Commission

Against a backdrop of mounting national interest in gambling, a proposed state-regulated Narragansett Indian Tribe casino in West Warwick, and requests for additional VLT machines at Lincoln Park and Newport Grand Jai Alai, five members of the House of Representatives introduced in March 2002 a resolution to create the Special House Commission to Study Gaming. 

Representatives Gordon D. Fox, Paul V. Sherlock, Kenneth Carter, Eileen S. Naughton and Myrna C. George envisioned a comprehensive study to illuminate the ``problems, challenges and opportunities associated with gaming in Rhode Island.’’

The successful resolution placed the inquiry in the hands of seven members of the House Finance Committee. Rep. Gordon D. Fox (D-Dist. 4), then the Finance Committee chairperson, and Rep. Paul V. Sherlock (D-Dist. 20), then its vice chairperson, were named co-chairs of the new commission. 

“We will investigate every possible scenario thoroughly and share every morsel of information we gather with the public,’’ Co-chair Fox pledged at the outset. He later moved up from the Finance Committee to become House Majority Leader but retained his position on the commission.

``We need to study all the pros and cons of gambling before we jump into something that might have untold consequences for our state,” said Co-Chair Sherlock, who later succeeded Representative Fox as Finance Committee chairperson.  “What effect would a full-fledged casino have on our residents? On our economy? On our wallets? These questions need to be answered fully and completely before we move on with any plans for casino gambling.”

In addition to the co-chairs, the commission is composed of four finance subcommittee chairpersons of health and human services, general government, public safety and education and a minority political party member appointed by the House Finance Committee chairperson. They are, respectively, Rep. Steven M. Costantino (D-Dist. 8), Rep. Joanne M. Giannini (D-Dist. 7), Rep. Kenneth Carter (D-Dist. 31), Rep. Paul W. Crowley (D-Dist. 75) and Rep. Carol A. Mumford (R-Dist. 41). 

The House resolution charged the commission to report back to the General Assembly by April 1, 2003 with findings and/or recommendations on at least the 13 following points
: 

 (a) What are the economic and social impacts, positive and negative, of authorizing additional gaming in the state;

(b) Whether the authorization of one (1) or more gaming facilities is desirable and beneficial to the state and, if so, what structure would maximize benefits to the state;

(c) Whether the establishment of one (1) or more commercial casinos in the state would 

cause significant social harm or any substantial economic harm to the state from lost state lottery income or other gaming revenue;

(d) Whether the economic benefits from the establishment of one (1) or more commercial casinos in the state would outweigh any potential social or economic harm, which may result;

(e) If the establishment of new gaming facilities is determined to be in the state’s best interest, whether such gaming facilities should be privately owned and operated, Indian owned and operated, or a combination of any of the foregoing;

(f) If the establishment of new gaming facilities in the state is determined to be in the 

state’s best interest, whether such gaming facilities should include VLT-machine-only gaming, coin drop slot-machine and VLT-machine-only gaming, full casino gaming, modified casino gaming, or any other form of gaming;

(g) If the establishment of new gaming facilities in the state is determined to be in the state’s best interest, whether existing gaming facilities should be allowed the same types of gaming as would be present in the new gaming facilities;

(h) If the establishment of new gaming facilities in the state is determined to be in the state’s best interest, whether the state should mandate a competitive bidding process for any gaming facility in which the state is involved;

(i) If additional legalized gaming is authorized, what additional regulatory and administrative responsibilities and duties would be required and what regulatory structure would be most appropriate;

(j) If additional legalized gaming is authorized, what is the potential share for the state in the resulting new gaming revenue;

(k) Whether the house study commission should recommend that a statewide referendum be put on the next ballot to allow the voters to determine whether gaming should be expanded in Rhode Island, and what question or questions should the voters be asked;

(l) What role should a host community play with any new gaming facility, including the degree of authority it should have over casino operations and the revenues to be obtained there from; and

(m) Whether any existing statutes regarding gaming and/or state lotteries should be introduced or amended. 

In later sections of this report, the commission addresses each of the 13 charges assigned to it as well as other issues that arose during hearings, research, and deliberations. 

B. Hearings Structure

Co-chairpersons Fox and Sherlock launched an ambitious schedule of hearings in July 2002.  

The seven-member commission was empowered to prepare for those meetings by hiring staff, gathering gambling-related materials to educate its members, researching agreements between gambling providers and state and local governments, and soliciting input on expert witnesses. 

Testimony from a recognized expert usually led off each session, but the commission also welcomed anyone who wanted to express an opinion. Interested citizens could sign up on speakers’ sheets from a half-hour before a meeting until 30 minutes after its inception and many members of the public availed themselves of the opportunity to air their viewpoints.  

The initial session took place in the Joseph T. Trainor Hearing Room in the State House basement on July 30 and was broadcast live on Capitol Television, the General Assembly’s cable television unit, as were all the State House sessions.  The commission also hosted hearings in each of the state’s five counties to afford people throughout Rhode Island a chance to comment.  All witnesses testified under oath and a secretary recorded a transcript of each meeting, with the finished copy being posted on the commission website. 

The inaugural July 30 hearing drew 10 witnesses and heralded the beginning of a wide-ranging pursuit of information that in nine months would draw scores of speakers and explore the gamut of legalized gaming pros and cons. 

As with previous studies of downsizing and redistricting, authorization was given to allow the hiring of a commission consultant to help with the preparation of the report in a timely fashion. The head of the House Policy Office, also an expert in economic analysis assimilated economic and financial data and explained various fiscal scenarios, such as the effect on Lincoln Downs and Newport Grand Jai Alai with or without a casino and what state and local shares might be if a casino was established.  

Since last July, the commission has held 23 hearings, amassed more than 1,800 pages of testimony and compiled an impressive array of studies, articles and reports dealing with gaming that may be accessed by going to the General Assembly website www.rilin.state.ri.us. 

C. Term of the Commission, Final Report Phase, and Website Reference Resources

The Commission began receiving testimony in July 2002 and completed its hearings phase in March 2003. This report is the Commission’s final phase, as stipulated in the aforementioned House Resolution.

Two months after the publication of this report, June 1, 2003, the Commission’s term will end. But its findings will continue to be available online on the Website that the commission established at its inception to keep the public fully informed of its activities.

Access the Commission’s site by navigating from Website of the Rhode Island General Assembly, www.rilin.state.ri.us, via the link on the front page labeled: “Please link here to the Special House Commission to Study Gaming Website”. There users will find complete transcripts of each hearing, associated exhibits and Power Point slide presentations, and a research bibliography of more than 150 published reports, studies and analyses related to gaming. See Chapter VIII below for an outline of resources there as of the date of this report.

D. Impact Assessment Framework

This section of the report presents the framework that structures the next three chapters: “Economic Impact Analysis”, “Fiscal Impact Analysis”, and “Socioeconomic Impact Analysis: ‘Imperatives for Responsible Gambling’”.

This framework:

· Both describes the organization of research that guided the Commission’s Professional Advisors in reporting their sections of this report

· And specifies the scope of analysis that should be applied to assess the applications of developers to establish new gaming facilities in Rhode Island.

Presented in Exhibit II-1
, the analysis framework spans the three phases of impacts for potential new gaming initiatives—economic, fiscal, and socioeconomic—presented as a schematic flow diagram describing the factors to be analyzed, the scope and methods of analysis, and how they are interrelated. The terms and relationships are described fully in the chapters that follow, which also reprise respective specific sections of this flow diagram.

EXHIBIT II-1—Impact Assessment Framework

[image: image1.wmf] 
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III. Economic Impact Analysis

A. Overview of Economic Impact Analysis of Gaming

1. Introduction

Quantifying the economic development potential of expanded gambling is a complex project.  The positive economic impact of any large development is difficult to determine and predictions done before development are notoriously inaccurate. The quantification of economic costs and the task of assigning relative importance to diverse and unpredictable impacts of gambling and development on communities and individuals are also challenging.

2. Summary of Key Research Findings
While the direct economic effects, outlined in Exhibit III-1, are complicated to determine, calculation of the indirect impacts of expanded gambling are even more difficult to determine owing to the complexity of the economic models necessary to accurately predict the substitution, recapture and multiplier effects.
   The impact of casino gambling is particularly complex, because of the social costs that are unique to gambling.  Perhaps more importantly, the expansion of casino gambling is a relatively recent phenomenon. Before 1990 casinos operated in only two jurisdictions: Atlantic City and Nevada.  By the end of the 1990s, casinos were legalized in 28 states.
  While a large number of studies have been conducted regarding expanded gambling, the methodology in many of these is questionable.

At the request of the National Gambling Impact Study Commission (NGISC), Adam Rose & Associates conducted a literature review of the economic impacts of casino gambling.  While noting the complexity of the process, Rose determined “A sufficient number of properly done studies, as well as adjustments in the findings of some flawed studies, enable me to state the conclusion: a new casino, of even limited attractiveness and placed in a market that is not already saturated, will yield positive economic benefits on net to its host economy.”
 [Emphasis in original.]

EXHIBIT III-1—Economic Impact Assessment Framework to Analyze Gaming
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It may well be that using the economic models and techniques available at present, it will be impossible to predict exactly the total economic development potential and pitfalls that various forms of expanded gambling would entail for the state of Rhode Island. However, a review of existing literature points to some conclusions and identifies issues that require the careful attention of legislators and planners in considering the establishment of a casino development. 

The type of gambling option chosen by the state, in addition to its placement will have the principal role in determining the overall economic impact of gambling. While a myriad of different forms of gambling exist within the regulatory framework, it is useful to have working definitions for the most discussed options. The NGISC Final report defines:

Destination Resorts as “those tribal or commercial casinos that offer restaurants, retail, recreation, and/or hotels in addition to a number and variety of gambling opportunities.”  

Convenience Gambling is defined as “legal stand alone slot machines, video poker, video keno, and other electronic gambling devices (EGDs)”

Many forms of gambling exist in the middle ground between destination resorts and stand-alone slot machines or electronic gambling devices.  Some lower scale riverboat casinos or racetrack casinos (Racinos) are really little more than a room full of slot machines and approximate convenience gambling.  Some racinos and riverboats are analogous to smaller land based casinos.  But as Rhode Island has found out, racinos are incredibly profitable operations.

While this report will study and debate the economic impact of different forms of gambling, the impact of convenience appears clear.   As the NGISC noted:

Proponents of convenience gambling advanced no economic benefit to either place or a person.  There are no national statistics that indicate the specific impacts of neighborhood gambling and there are few significant statewide studies.


Rose echoes this view stating “… smaller, less elaborate operations are in the category of “convenience” casinos, as opposed to tourist draws, and simply re-circulate local dollars primarily from customers that are most prevalently minorities with low income.”

B.  Potential   Economic  Effects  on State  and  Local  Jurisdictions

1 The Substitution Effect

Many gambling critics dispute the purported economic benefits of expanded gambling, stating that the economic benefits, if any, are overstated because of a failure to assess the negative impacts of gambling on existing area businesses.  

Perhaps the most widely noted example of this phenomenon is the impact on local business from the introduction of casino gambling in Atlantic City in 1978.  In testimony before the National Gambling Impact Study Commission, Joseph Faldetta, the President of the Atlantic City Restaurant and Tavern Association stated:

Atlantic City restaurants and taverns experienced staggering declines in the past 19 years of casino gambling. The 1978 directory listed 311 taverns and restaurants in Atlantic City. Nineteen years later, there are only 66 remaining, despite the promise that gambling would be good for the city's own…. Casino gambling revenue is used to subsidize beverages and entertainment operations in their hotel. We, of course, are prohibited from conducting gambling operations in our establishments and are offered no compensating privilege to be competitive.

National Opinion Research Council (NORC) study conducted at the request of the NGISC echoed some of these concerns citing “a drop-off in income from restaurants and bars, which may be losing business to the food and beverage services in casinos and hotel”.

The substitution effect depends on the percent of casino patrons who would otherwise be purchasing the goods and services in the community that is host to the casino.  If a large percent of the casino patrons live near the casino there is a higher likelihood of a negative substitution effect.  It should be noted, however, that if local casino patrons would otherwise have left their area to gamble this discretionary income, this money is “recaptured” income and is a net positive to the community.  

The composition of the gambling population depends heavily on the type of casino introduced.  On this point there appears to be a great deal of consensus—a destination resort is far more likely to attract a higher percentage of tourists than “convenience gambling.” Rose notes that the literature indicates that higher substitution levels “pertain only to ‘convenience gambling’ operations…”

While the substitution effect has the potential to negatively impact local communities following the introduction of a casino, Rose found that this concern was often overstated and noted with respect to the Atlantic City case, “ … the trend in closings was strong before casinos were approved, and it is likely that casinos had a marginal impact.  Also, the number of restaurants and bars in the larger metropolitan area has increased, which includes places where workers and other population spurred by the introduction of casinos live and where some tourists may stop enroute to purchase services.”
  

In general Rose found that the substitution effect was outweighed by the “destination effect” of increased gambling options—in other words, while residents are likely to substitute purchase of casino food and beverage for their local restaurant, that impact will be offset by the increased spending of tourists who come to the area because of the existence of the casino.

We would also note that as destination casino resorts mature, the ancillary casino components tend to also become profit centers, and not solely subsidized offerings to motivate gambling.  In Las Vegas Strip casinos, for example, revenues generated from food and beverage, hotel, entertainment and other ancillary components are now 52% of total facility revenues, surpassing that from gambling.  Most casino markets are not at this level.  Atlantic City casinos, for instance, generate 81% of revenues from gambling.
   

2 The Multiplier Effect

In order to understand the total economic impact of casinos we need to determine the indirect and induced spending that results from the introduction of new money into the economy.  This effect is commonly known as the “multiplier effect” as each dollar of new spending is multiplied as it travels through the regional economy.  In order for any such study to be accurate we first need to understand whether the money spent at a casino is “new money” in the economy and not merely substituted spending, as described above.  

The size of the multiplier created by a casino also depends upon the casino’s inputs to the economy.  Convenience gambling may have very little impact on the regional economy as it is likely to use almost no goods and services available within the region, and create few if any jobs.  Rose’s review of the existing literature on the multiplier effect found that “ … land-based casinos have higher economic impacts than riverboats or Native American casinos.  Also, healthy economic areas have larger regional impacts than do depressed ones … .”
 This conclusion is not surprising, a larger more elaborate casino is more likely to have more numerous local inputs, such as food, furniture and equipment and employees, and thus more opportunity to add dollars to the economy.  Economically depressed areas would be less likely to produce the goods and services needed by a casino and therefore less able to receive economic benefit.

The multiplier effect of any new casino, as with the substitution effect will depend on the type and placement of the casino.  Rose notes that the economic backdrop “is the same whether a casino or a new auto parts plant is placed in its midst…” Describing the number of times a dollar of initial investment moves through the local or regional economy: “There are some rules of thumb on multiplier effects:  small cities or groups of rural counties are not likely to have multipliers exceeding 1.5, medium-sized to large cities multipliers would not exceed 2.0 and very large cities or state multipliers would not exceed 2.5.”
 

The wages and benefits paid by the casino may have a large impact on the multiplier effect.  As noted elsewhere in this report, unionized casino employees are paid more and receive better benefits than typical service sector workers.  A Coopers & Lybrand survey of gambling industry employees prepared in 1997 at the request of the American Gaming Association described the purchasing patterns of gambling employees.  While union membership was not explicitly discussed in this survey, notably 90% of the employees surveyed came from large, very large or larger casinos, which are more likely to be unionized.  According to the survey roughly 17% of gambling employees had purchased a home or condominium within the past year, 29% spent money on home improvement and 43% had purchased a car.
 

In addition, gambling employees ate in dine-in restaurants three times a month; purchased fast food, take out food or delivery food four times a month and spent money at entertainment options such as movies or sporting events four times a month.  Finally, the study found that 74% of gambling workers contributed time or money to charities or community organizations within the last year.  

The community spending by gambling employees is one of the factors, which will drive the total economic impact of a casino.

3. The NORC Study on Community Impacts

The most comprehensive survey of the direct and indirect economic impacts of casinos was conducted by the National Opinion Research Center (NORC) at the request of the NGISC.  NORC created a longitudinal database of social and economic indicators and estimated gambling expenditures in a randomized national sample of 100 communities, with a population of greater than 10,000.  NORC collected crime data from the Federal Bureau of Investigation; employment earnings and income data from the Bureau of Labor Statistics (BLS); health indicators from the National Center for Health Statistics (NCHS); and number of business and non-business bankruptcies from the Administrative Office of the U.S. Courts.   

The NORC report found that casino proximity resulted in a statistically significant casino effect on per capita casino spending; on 4 of employment measures and on 7 of 16 income earning measures.  

The analysis also showed a decreased percent of the labor force that was unemployed and a marked increase in the earnings in the construction, hotel and lodging and amusement park/recreation industries.

Exhibit III-2: Impact of Casino Proximity on Economic Outcomes

	Economic Impact Area
	Percent Change

	Income Maintenance (Welfare) Payments
	-13 Percent

	Unemployment Insurance
	-17 Percent

	Other Transfer Payments
	-3 Percent

	Per Capita Construction Earnings
	+18 Percent

	Hotel and Lodging Earnings
	+44 percent

	Recreation & Amusement Industries
	+22 Percent


C. Potential Infrastructure-Related Economic Issues

Many parties have referenced the myriad ancillary infrastructure-related costs the state and its local communities will have to consider with the advent of gambling destination resorts. In particular, numerous local and state elected officials have expressed concern that cities and towns hosting gambling operations may be burdened with a disproportionate share of infrastructure and public safety costs. However, we have been presented with very little comprehensive information on these items.  It seems obvious, as with any large developments, there will be antecedent costs for road repairs, traffic mitigation, police, fire and safety, and increased demand on water, sewer and related systems.  With a potential millions of visitors per year, and thousands of newly created jobs, communities will have to adjust and allocate resources appropriately.  

To take just one example, the increased traffic endemic to any gambling development will present certain challenges for host cities and towns.  A 1998 study by the Southeastern Connecticut Council of Governments estimated average daily traffic on Route 2 near the Foxwoods casino in 1996 was 27,200, compared with 4,500 at the same location in 1980.
  The town of Ledyard’s Planning Director has stated that traffic has increased 400% on some Ledyard roads since the opening of the Foxwoods tribal casino.

In the event commercial gambling is legalized, state and local governments will have the opportunity to address these concerns, in conjunction with their planning and development bodies, through the traditional land-use development process and through legislation resolving the proportions of local “host community fees” or revenue-sharing. Given the potential size and impact of destination-style casino gambling, officials will need to be vigilant in this regard.  It would seem obvious to note these potential problems are magnified in areas where traditional development is on a smaller scale, as opposed to larger cities and towns whose infrastructure, public transportation and visitor industry is already prepared for development on this scale.  

The infrastructure-related economic impacts are one area where the difference is stark between commercial and tribal gambling.  On Indian reservations and tribal land held in federal trust, Indian tribes are exempt not only from local taxes, but also from local regulations such as zoning, building and environmental codes, creating potential costs for local governments that cannot be easily recovered.  Host cities and towns may find themselves in a position of having to stretch financial resources to deal with infrastructure issues that are essentially out of their jurisdiction, not in terms of physical location but in the ability to regulate.  

While some Indian tribes have voluntarily negotiated with local governments to address impacts from tribal casinos, and tribal-state casino compacts have also at times required tribes to negotiate revenue-sharing agreements with local communities to pay for infrastructure-related costs, the potential for conflict remains.  The example from Connecticut’s Foxwoods casino is instructive.  

The communities of Ledyard, Preston and North Stonington (total population of 25,000) surround the Mashantucket Pequot reservation in Connecticut.  These towns were not included in the original tribal-state compact discussions that led to an agreement allowing the state to tax slot machine revenues at a rate of 25%.  As a result, these local communities are minimally compensated for the increased infrastructure-related costs, while bearing the full weight of addressing the impacts.  Combined, the three towns received only $1.3 million from the state’s share of casino slot revenues in 2001.
  Given that the casinos are on reservation land, property taxes from the development have also been unavailable to compensate these communities.  Ledyard Mayor Wesley Johnson recently estimated the “property tax bill would be about $20 million if we could collect it.”
  Both Preston and Ledyard were forced to increase property taxes in 1999 to address this funding shortfall in light of the increased casino impacts.

A 1997 study in the American Planning Association’s Journal
 states:

“[Ledyard’s Planning Director] recently calculated that public safety, traffic, and legal expenses related to Foxwoods have cost the town $1.3 million in the past three years…. Traffic problems…are one of the main reasons that Ledyard has 19 full-time police officers, up from 14 five years ago, and that the town now pays fire and emergency drivers during the day, when emergency vehicle services used to be provided by volunteers.”

The study goes on to note:

“Last year, Preston received 995 calls for emergency services, up from the 200 range before the casino opened.  And in North Stonington … calls to the volunteer fire department following traffic accidents have jumped from 100 a year to 330.”

Preston First Selectman Robert Congdon recently stated 70% of the town’s services now go to non-residents.

If local impact issues are not dealt with at the outset, there is little that can be done later to minimize the negative impacts and put in place arrangements that will bring positive benefits in this regard to host communities.  We would specifically recommend local community involvement to mitigate negative impacts on the host community. In the event any form of destination gambling is pursued, the Legislature may want to consider structuring development agreements such that infrastructure costs are paid as they arise, rather than by towns and cities with funds from revenue sharing. 
D.  Potential   Economic   Costs   of   Problem   and   Pathological Gambling

Chapter V below gives a fully detailed report of these costs. For the purposes of discussing potential economic development effects, it should be noted that like other forms of addiction and pathological behaviors, problem gambling generates “hard” economic costs for states and communities as well as individuals. NORC estimated the average annual social costs as follows:

Costs that could be measured on an annualized, present-value basis (poor physical and mental health, job losses/unemployment) sum to about $1200 and $700 for each pathological and problem gambler, respectively. Other costs are infrequent (e.g., divorce, bankruptcy, arrest, incarceration), and in the absence of a very large study sample, they are more readily observed and measured on a lifetime basis (e.g., “have you ever been divorced?” vs. “have you gotten divorced in the past year?”). We estimate those “lifetime” costs (which are additive with the “annual” costs when the latter have been translated to a lifetime basis) at about $10,500 and $5,100 per pathological and problem gambler, respectively.
 

At the request of the National Gambling Impact Study Commission, the National Research Council conducted an extensive review of available literature on problem gambling. The NRC identified costs to individuals as those related to crime, loss of employment, and bankruptcy. Problem and pathological gambling is also implicated in economic costs to society as a whole, including those associated with treatment, payouts of unemployment or other public assistance benefits, law enforcement, incarceration and the like. The NRC concluded in its study that the existing research on the cost of pathological gambling is largely flawed:

In most of the impact analyses of gambling and of pathological and problem gambling, the methods used are so inadequate as to invalidate the conclusions.  Researchers in this area have struggled with the absence of systematic data that could inform their analysis and consequently have substituted assumptions for the missing data.  The assumptions adopted for the specific research were rarely examined or tested to ensure they were appropriate for the specific research being conducted.

Problem and pathological gambling presents a number of economic costs to individuals and to society at large that cannot be ignored. Unfortunately, a review of existing research indicates that it is not possible to directly quantify these costs, some of which Rhode Island and its cities and towns must surely already be paying due to the existing gambling opportunities in the State and in neighboring states. Should gambling be expanded in Rhode Island, the state regulatory entity should examine allocating some of the increased tax revenue towards social services programs that address the issue of problem gambling.

E. Job Creation at Casinos

The potential of expanded gambling to create new jobs in the State has been cited as an important positive contribution to economic development, both in economic studies and by citizens testifying before the Commission.  

In its report, the National Gambling Study Commission concluded that the casino and racing industries are the most labor-intensive forms of gambling, and that destination resort casinos create more jobs than other forms of gambling such as convenience gambling. The Commission recommended, “ … to state, local and tribal governments that … they should recognize that lotteries, Internet gambling, and non-casino electronic gambling devices do not create a concentration of good quality jobs and do not generate significant economic development.
 
This figure depends on the type of casino. However, Atlantic City’s largest casino, the Trump Taj Mahal, employs 6,067 workers in the casino (with a total of 6,133 slot machines, video poker machines and table games), 1200-room hotel and ten restaurants.
 

1. Job Quality in the Commercial Gambling Industry

The Hotel and Restaurant Employees International Union conducted job quality studies in two major casino markets, Nevada (focusing on Las Vegas) and Atlantic City, which address the quality of wages, health insurance and pension coverage in unionized resort casino jobs as compared with gambling jobs generally and with other comparable service sector jobs. In terms of wages, the study found that for Union Housekeepers in Atlantic City, real income grew by 100.4% between 1977 and 1996. During this period, real income for private, non-supervisory workers in the broad service sector grew by 10.1% in the nation and 16.0% in the state of New Jersey. Between 1989 and 1996, real income for service workers in the United States and New Jersey has declined, while real income for Atlantic City’s union Cooks and Housekeepers continued to rise.
 

In Las Vegas, a hotel-casino worker earned significantly higher wages than similar workers in the country as a whole, making $5,060 more per year than the average hotel worker in the U.S.
 

Exhibit III-3: Real Income, Atlantic City Gaming Workers & U.S. Service Sector Workers, 1996

	
	Atlantic City 

Union Cook

Real Income
	Atlantic City 

Union Housekeeper

Real Income
	United States Service Worker Real Income
	New Jersey

 Service Worker Real Income

	1977
	$10,427
	$8,565
	$15,688
	$17,659

	1979
	$21,881
	$14,725
	$15,758
	$16,865

	1989
	$20,954
	$16,038
	$18,152
	$23,333

	1996
	$22,416
	$17,163
	$17,266
	$20,481


Exhibit III-4: Real Income Growth, 1977 to 1996, Union Gambling Workers & U.S. Service Sector Workers

	
	Real Income Growth

1977 to 1996

	Atlantic City Union Cook
	115.0%

	Atlantic City Union Housekeeper
	100.4%

	United States Service Worker
	10.1%

	New Jersey Service Worker
	16.0%


2. Conclusions on Job Quality in the Gambling Industry 

As the NGISC Final Report shows, the gambling industry has the ability to make significant contributions to economic development by creating jobs with good wages and benefits, creating a standard of living for workers that allows them to support themselves and their families without relying on public assistance, state-funded health care programs and emergency medical services. The Commission found that “within the casino industry, destination resorts tend to create more and better quality jobs than other kinds of casinos,” and recommended “ … to state, local and tribal governments that … they should recognize that, especially in economically depressed communities, casino gambling has demonstrated the ability to generate economic development through the creation of quality jobs.”
 

F. Closing Comments

The purpose of this report was to address some of the difficulties researchers face as they attempt to estimate both the costs and benefits of casino gambling. It will be suggested that any potential bidder be required to sponsor research that will give a range of estimates of potential costs and benefits.

The following is a list of “events” or “factors” that will influence why these ranges need to be estimated:

1.) Is the proposed casino to be a “convenience” one or a national “destination” type of casino?

2.) What number of “intra-state” facilities (racinos, etc) will be competing for the gaming dollar?

3.) Are neighboring states contemplating casinos and what types of casinos (gaming) are being proposed?

4.) What rate of taxation by the state will be proposed and how are neighboring states proposing to tax their casinos?

5.) What level of compensation should be given to local towns and cities that are hosting any form of expanded gaming?

6.) What level of compensation will the state demand to be given for the treatment of compulsive and addictive gamblers? 
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IV. Fiscal Impact Analysis

A. Overview of Fiscal Impact Analysis of Gaming

1.  Introduction

This section of the report will outline the possible benefits and costs that casino gaming could have on Rhode Island’s gaming revenue. The first section of this report will catalogue the current contributions to revenue of each form of legalized gaming in Rhode Island. The purpose of the second section is to raise all of the issues that surround the fiscal impact that casino gambling might have on gaming fiscal contribution to the state of Rhode Island. Topics that will be address are: (1) cannibalization of existing gaming opportunities; (2) appropriate rate of taxation on any possible casino revenues; (3) the response of neighboring states to any Rhode Island initiative in the casino gaming area.  

EXHIBIT IV-1—Fiscal Impact Assessment Framework to Analyze Gaming
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2. Potential Revenue Effects of Expanded Gambling

There has been little publicly available information on the potential casino gambling market in Rhode Island, and that which exists has been compiled by gambling industry sources.  Furthermore, we have not seen any Rhode Island-specific study, for example, for a commercial casino, or casinos, aside from reports prepared by or for the gambling industry.

Exhibit IV-2 indicates the size of casino markets in other areas of the country.

EXHIBIT IV-2—2002 Estimated Revenues from Select Gambling Markets

	Market
	2002 Estimated Revenues
	Forms of Gambling

	Detroit
	$ 1,717.8 billion
	3 commercial casinos

	West Virginia
	$ 605.5 million
	4 racinos

	Connecticut
	$ 1,988.2 billion
	2 tribal casinos


From the survey data we have seen it appears that demand for gambling in Rhode Island will come primarily from residents of neighboring states who live within 200 miles of any gambling facilities. That potential market includes a total population of 21.6 million visitors.  At this time it appears that no estimates, independent of casino industry promoters, have been performed addressing the revenue potential of casino sites, or to capture spending from tourists and visitors that originate from further afield. If Rhode Island voters approve a referendum allowing the state to go forward with seeking casino development, such analyses should be performed as a part of any process that considers development proposals.
B. Fiscal Impact Issues

Exhibit IV-3 graphs Rhode Island’s gaming revenues since the inception of Video Lottery Terminals in July 1997. It is quite evident from this graph that the vast majority of gaming revenue that is flowing into the Rhode Island treasury can be attributed to the rise of Video Lottery Terminals (VLTs) located at Lincoln Downs and Newport Jai Alai.

Two things become quite apparent from a trend analysis of this data. 

Firstly, the data is surprisingly seasonal. The seasonal factors are presented in Exhibit IV-4. While there is not a wild swing in revenue, it is clear that the higher revenue months are warm weather months. This information could certainly be helpful in establishing advertising and promotional activities for any gaming activities. The equations that describe each segment are as follows: (t= time in months; t = 1, 2, … , 65)

Total Revenue

= 927, 067 t + 450,204,427

Video Terminals
= 821, 517 t +31,505,650

Lottery Revenue    =  55, 362 t + 9,755,577

 Keno Revenue 
 = 48, 147 t  +3,846,858

Exhibit IV-3: Rhode Island Gaming Revenues: 7/97 – 12/02
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Exhibit IV-4: Seasonality of Rhode Island Gaming Revenues

	July
	105.677
	January
	94.750

	August
	103.266
	February
	95.035

	September
	98.213
	March
	106.583

	October
	100.388
	April
	103.504

	November
	96.069

	May
	104.730

	December
	92.947
	June
	98.837


Secondly, during the period that was analyzed, the average increase in gaming revenue was nearly a million dollars per month. Nearly, 89% of this increase can be attributed to VLT revenue. So, clearly, the introduction of VLTs in Rhode Island has resulted in a rather profound increase in gaming revenue. It also clear that the traditional lottery and keno revenues have managed to remain steady but the significance of their contribution to overall gaming revenues has greatly diminished. 

C. Fiscal  Issues  Surrounding the Introduction of Casino Gambling in Rhode Island

From the previous analysis, the importance of VLTs as a revenue source for the state is clearly very important. Hence, as far as the cannibalization of existing gaming opportunities is a concern, the only form of gaming that needs attention is of course the effect of casino gaming on the play of VLTs.
The fate of traditional lottery games and keno is an issue that will not have long-term fiscal implications for the state. 

Currently, 51% to 57% of EGD revenues at Lincoln Downs and Newport Jai Alai are paid to the state with 1% given to the local town or city that hosts the various sites. This is one of the highest rates in the country. It is safe to say that a casino will not compensate the state at these rates. So, if Rhode Island should seek to obtain the maximum feasible benefits, while allowing a casino operator a market-rate of return in order to develop and operate a successful casino, a compromise will be needed. Again, if other neighboring states initiate casino gambling, Rhode Island will eventually have to reconsider its rate of taxation even on the VLT machines. Hence, any casino proposal must be able to show the maximum rate of revenue return to the state but also a rate that makes the state competitive with neighboring states.

So what are other states collecting on casino revenues? Exhibit IV-5 provides the present rate of taxation on commercial gambling. In addition to the direct taxes on or contributions from gambling activities, state and local government can also benefit from taxes of hotel room rentals, meals, and sales associated with a gambling venue.  In Rhode Island, meals and sales of taxable items are subject to the sales tax.  Hotel rooms are also taxed at various rates depending on the community. Hence, a casino resort would probably make a considerable contribution to the state’s depleted coffers. 

Another determinant of the fiscal benefits from expanded legalized gambling is the rate at which gaming venues’ profits are taxed in the case of commercial establishments. The eleven states that allow commercial gambling assess special taxes against the gambling proceeds of casinos and other gambling establishments.

D. Closing Comments

Any proposed casino would need to address the fundamental question of how Rhode Island can maximize gaming revenue. The current rate of growth of VLT revenue will continue for the foreseeable future; but it is doubtful whether this rate of growth will continue at the pace that was set over the past five years.

Hence, the question becomes:

· How does Rhode Island protect its existing gaming options and at the same time remain competitive with other neighboring states who also might be proposing additional gaming venues?

· Exhibit IV-6 portrays the various tax factors and tradeoffs that need consideration in analyzing the situation.

Obviously, one answer to this question is the introduction of casino gaming to the state of Rhode Island. But the casino gaming might negatively affect the “cash cow” of the VLTs so that overall revenue might decline even with the introduction of casino gaming. Hence, any casino proposal must give legislators the following scenarios:

1.) What would be the fiscal impact of a 10%, 15% or 25% decline in VLT revenues due to the introduction of casino gaming? 

2.) What rate of growth (10%, 15%) and tax rate (15%-35%) would be necessary to compensate the state for loss of VLT revenue?  

Exhibit IV-5:  State Tax Rates on Commercial Gambling, 2001 
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Amounts in millions.

 

State

 

Gaming Tax Rate

 

Casino Gaming 

Revenue

 

Gaming Tax 

Revenue

 

Effective Tax 

Rate

 

Colorado

 

Graduated tax rate with a maximum tax of 20% on 

gaming revenue

 

$631.8

 

$92.0

 

15%

 

Illinois

 

Graduated tax rate from 20% to 35% of gross gaming 

r

evenue, $2 per patron admission tax

 

$1,800.0

 

$552.2

 

31%

 

Indiana

 

20% tax on gross gaming revenue, $3 per patron 

admission tax

 

$1,800.0

 

$492.6

 

27%

 

Iowa

 

Riverboats: Graduated tax rate with a maximum tax of 

20% on gaming revenue

 

Racetrack casinos: 30% tax of

 gross gaming revenue, 

increasing 2% per year to a maximum of 36%

 

$922.9

 

$216.9

 

24%

 

Louisiana

 

Riverboat casinos: 21.5%*

 

Land

-

based casino: $50 million annual tax, increasing 

to $60 million in 2002, or 21.5% of gross gaming 

revenue, whichever is greater

 

 

*

Shreveport/Bossier City riverboat casinos: 19.5%, 

increasing to 20.5% in 2002 and 21.5% in 2003 

 

*Bally’s New Orleans riverboat casino: 18.5% to 

21.5%, depending on monthly revenues

 

$1,800.0

 

$374.8

 

21%

 

Michigan

 

18% tax on gross gaming revenue, plus a muni

cipal 

services fee of the greater of 1.25% of gaming revenue 

or $4 million annually

 

$1,000.0

 

$219.3

 

22%

 

Mississippi

 

Graduated tax rate with a maximum state tax of 8% on 

gaming revenue; up to 4% additional tax on gaming 

revenues may be imposed by local gov

ernments

 

$2,700.0

 

$322.6

 

12%

 

Missouri

 

20% tax on gross gaming revenue, $2 per patron 

admission fee per excursion, split between home dock 

community and the state

 

$1,100.0

 

$322.7

 

29%

 

Nevada

 

Graduated tax rate with a maximum tax of 6.25% on 

gross gaming re

venue

 

$9,500.0

 

$688.0

 

7%

 

New Jersey 

 

8% tax on gross gaming revenue, plus a community 

investment alternative obligation of 1.25% of gross 

gaming revenue (or an investment alternative 2.5% on 

gross gaming revenue)

 

$4,300

 

$342.4

 

8%

 

South Dakota 

 

8% tax on 

gross gaming revenue

 

$58.6

 

$4.5

 

8%

 

Shaded numbers indicate that reported revenue and/or tax amounts are inconsistent with the tax rate description.

 

Source:  American Gaming Association, “State of the States:  The AGA Survey of Casino Entertainment,” 

http:

//www.americangaming.org/survey2002/economic_impact/impact.html
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V. Socioeconomic Impact Analysis: “Imperatives for Responsible Gambling”

[NOTE: References in this section are at the end of the chapter text.]

A. Introduction and conclusions

Recent rapid growth in legal gambling in America has largely taken place in the absence of any deliberative process.  Instead, gambling policies have grown through a process of incremental and disconnected decisions, with rivalry and competition for revenues as common factors (National Gambling Impact Study Commission, 1999).  The basic policy challenge posed by legal gambling is that governments benefit from the operation and regulation of gambling activities while, at the same time, these governments have a duty to protect citizens from the negative effects of the activities from which these benefits are derived.

On the ledger's positive side is the difficult-to-quantify value of the recreation that consumers derive from gambling—that is, the fun ordinary people have playing bingo or blackjack or betting on the horses.  While there is as yet little empirical support, commentators have pointed out that there is theoretical support for the notion that gambling may provide important health benefits, such as a sense of connectedness, a change of pace, a respite from social isolation or the demands of everyday life (Korn & Shaffer, 1999).  There is some evidence that some patterns of gambling involvement may contribute to personal well-being and self-esteem (Volberg, Reitzes & Boles, 1997).  

On the other side of the ledger, there are a variety of negative externalities associated with the availability of legal, commercial gambling.  While critics cite infrastructure impacts, crime and underage gambling, the “Achilles heel” of legal gambling remains problem gambling (Eadington, 1999).  Problem gambling affects a small but significant proportion of the general population and results in a long list of individual and social dysfunctions (Volberg, 2001). 

Formulating public policy is never easy.  To construct rational public policy, decisions must be based on the expected outcomes of given actions and on accurate assessments of the benefits and costs of any given action.  The National Gambling Impact Study Commission (1999) pointed out that the rapid expansion of legalized gambling, the ephemeral nature of gambling as a subject of study, and the dearth of reliable information on the benefits or costs of legal gambling have posed particular challenges to the development of gambling public policy.  

This section of the report presents a summary of the best of the small number of gambling impact studies that have been carried out internationally and provides recommendations for conducting a socioeconomic impact study in Rhode Island.  While the studies reviewed here differ substantially in their design as well as in their results, there are several common themes that emerge from this consideration.  

First, every jurisdiction is unique and any impact study must be designed to answer, as comprehensively as possible, the questions deemed most important by the policymakers and citizens of that jurisdiction.  Second, care must be taken to examine the socioeconomic impacts of all of the different types of gambling available in a jurisdiction, rather than focusing narrowly on just the one or two types of gambling being newly considered for introduction into a community.  Third, it is impossible to fully account for all of the social benefits or costs associated with gambling since many of these impacts defy quantification.  Fourth, the relationship between gambling availability and the “incidence”
 of problem gambling is poorly understood although clinical and survey research suggest that there is a substantial lag between the introduction of a new form of gambling and the emergence of new problem gamblers in a jurisdiction.  This suggests the importance of conducting regular assessments of the impacts of legal gambling in Rhode Island, along the lines that Connecticut followed until quite recently.

Finally, there are already substantial legal opportunities for Rhode Islanders to gamble, both in- and out-of-state.  As a consequence, there are already problem and pathological gamblers among the citizens of Rhode Island.  Education, prevention and treatment services are needed to minimize the existing negative impacts of gambling in the State as well as possible future increases in those impacts.  While there are currently voluntary efforts underway, a more systematic approach is needed to ensure adequate and continued funding, greater uniformity and a comprehensive system of care.

EXHIBIT V-1—Socioeconomic Impact Assessment Framework to Analyze Gaming
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B. Summary and Critique of Exemplary Studies

In spite of rapid increases in the availability of legal gambling opportunities, few studies of the impacts of legal gambling were carried out until the 1990s.  Since 1990, impact studies of gambling have been carried out in several U.S. states and Canadian provinces, including Connecticut, Indiana, Louisiana, Montana, South Dakota, Alberta and Ontario.  National impact studies have been completed in Australia, New Zealand and the United States.  

This section of the report summarizes the key elements of the exemplary impact studies that have been conducted internationally and identifies critical features of such studies that the State of Rhode Island may wish to incorporate in its own efforts.  

1.  United States

The national Gambling Impact and Behavior Study (GIBS) was a research program initiated by the National Opinion Research Center and its partners on behalf of the National Gambling Impact Study Commission (Gerstein et al, 1999; National Gambling Impact Study Commission, 1999).  The full program of survey research, carried out between April, 1998 and March, 1999, included five separate initiatives—a nationally representative telephone survey of 2,417 adults, a national telephone survey of 534 youths aged 16 and 17, intercept interviews with 530 adult patrons of gaming facilities, a longitudinal data base (1980 to 1997) of social and economic indicators and estimated gambling revenues in a random national sample of 100 communities and case studies in 10 communities regarding the effects of large-scale casinos opening in close proximity (Gerstein et al., 1999).  Discussion here focuses on the approach taken in the adult and patron surveys to estimating the costs of problem gambling.  

The research team limited their analysis to those impacts that could be assigned an economic value and did not attempt to capture all of the impacts that might be important to an individual, family, or community.  This is because many of the human burdens of problem gambling are not readily quantifiable.  For example, the cost of legal fees in a divorce does not begin to capture all of the social and psychological pain of divorce for the partners and families directly involved.  A further limitation is that no effort was made to assess the impacts of problem gambling experienced by individuals who did not meet the established cutoff levels for problem or pathological gambling.  

The initial step in the analysis was to develop a careful statistical protocol to enable the research team to analyze the data from the adult telephone interviews and the patron survey together.
  The next step involved comparing the rates of specific adverse consequences for each of several groups identified in the combined data set.  These groups included “low risk” gamblers who did not score on any of the items in the problem gambling screen employed in the study, “problem” gamblers who scored 3 or 4 points on this screen, and “pathological” gamblers who scored 5 or more points on the screen.  

The analysis used logistic regression to identify the costs of a variety of problems experienced by problem gamblers.  To permit the attribution of costs specifically to problem and pathological gambling, adjustments were made for “predicted” or expected rates among individuals with similar characteristics but without gambling problems.  The analysis also controlled for several demographic factors, including age, gender, ethnic identity, education, region of the country and problems with alcohol or drugs.  The reason to control for these characteristics is that many of the impacts attributed to problem gambling are experienced by other people, whether or not they gamble.  For example, we know that people who gamble heavily also tend to have alcohol and drug problems.  Ignoring a person’s alcohol and drug problems might lead researchers to mistakenly attribute some impacts and their costs to problem gambling alone.  

The analysis showed that problem and pathological gamblers are significantly more likely than individuals who gamble recreationally to have suffered physical and psychological health problems, divorced, lost a job, been on welfare, declared bankruptcy and been arrested and incarcerated.  For example, problem gamblers are 107% more likely and pathological gamblers are 162% more likely than non-problem gamblers to have lost a job.  Problem gamblers are 235% more likely than non-problem gamblers to have ever received welfare benefits and 215% more likely to have ever been incarcerated.  Pathological gamblers are 180% more likely than non-problem gamblers to have received unemployment benefits and 160% more likely to have lost a job.  While pathological gamblers are less likely than problem gamblers to have ever been arrested, they are more likely to have ever been incarcerated.

When dollar figures are applied to these ratios, the national research team concluded that the costs of problem and pathological gambling are $715 and $1,200 per year, and $5,130 and $10,550 per lifetime, respectively, in the United States.  When these sums are multiplied by the estimated prevalence of problem and pathological gambling in the national survey, they translate into annual costs of about $5 billion per year, and about $40 billion on a lifetime basis.

2.  Australia

In 1998, the Australian Productivity Commission, an independent federal agency, was asked to conduct an inquiry into the social and economic impacts of Australia’s gambling industries and the effects of the different regulatory structures that surround those industries.  Over a 15-month period, the Productivity Commission (1999) undertook three major national surveys, including a survey of gambling behavior, attitudes and problems in the general population, a survey of problem gamblers in treatment, and a survey of agencies providing problem gambling counseling.  These surveys formed the bulk of the evidence from which the Commission assessed the social impacts of gambling in Australia.  

The purpose of the gambling behavior survey was to gauge public attitudes to gambling, assess participation in gambling, and estimate the prevalence of problem gambling as well as the impacts of problem gambling.  A sample of 10,600 randomly selected adults was briefly screened for their gambling participation and demographics.  All weekly gamblers, as well as 1 in 4 past-year gamblers and 1 in 2 non-gamblers (not gambled in the past year), were administered a more detailed questionnaire that included a problem gambling screen (administered only to weekly gamblers) and items assessing the personal, financial, legal and employment effects of gambling.  The sample for the full questionnaire was just under 4,000 Australian adults.  

To assess the impacts of problem gambling, regression techniques were used to determine if problem gamblers had higher or lower experience of given adverse impacts than non-problem gamblers, after controlling for personal characteristics.  Impacts included financial costs (debts and bankruptcy), effects on productivity and employment, crime (theft, court cases and incarceration), personal and family impacts (separation and divorce, depression and suicidality), and the cost of treatment for a gambling problem.  

Based on this analysis, the Productivity Commission concluded that problem gamblers were significantly more likely than non-problem gamblers to experience gambling-related depression and to contemplate suicide, to experience adverse effects on their work due to gambling and to have slightly elevated rates of bankruptcy.  Gambling-related crime was common among problem gamblers in counseling but far less frequent among problem gamblers in the general population.  Gambling losses averaged around 20% of household income for problem gamblers compared with a little over 1% for non-problem gamblers.  

In addition to estimating the costs of gambling, the Productivity Commission made a detailed assessment of the benefits of gambling.  Their conclusion was that the primary benefit of the liberalization of the gambling industries in Australia was the increased satisfaction that consumers gain from having access to legal gambling, rather than production-side benefits such as jobs or economic growth. The Commission identified substantial gross benefits of legal gambling, but found an accurate assessment of the net picture especially difficult for some gambling forms, such as gaming machines. 

The Commission noted that there was a high level of uncertainty and imprecision associated with attempts to quantify the benefits and costs of gambling.  The net outcome, derived by deducting estimated costs of problem gambling from net consumer benefits (including tax transfers), was estimated to range in aggregate from a net loss of $1.2 billion to a net benefit of $4.3 billion for 1997‑98.  The Commission identified significant differences in net outcome by gambling mode, however, with lotteries showing a clear net benefit, while gaming machines, horse race wagering and sports betting included the strong possibility of a net loss.
3.  New Zealand

The New Zealand Gaming Survey (NZGS) was a 2-year research initiative commissioned by the Department of Internal Affairs, which oversees New Zealand’s gaming legislation.  The intent of the research was to inform government policy on gaming and responses to problem gambling.  The major components of the NZGS included a comprehensive literature review, a 7-year follow-up survey with regular gamblers and problem gamblers in the community, a national prevalence survey with a sample of about 6,500 adult New Zealanders, a more qualitative follow-up survey with a sub-set of people from the national prevalence survey and two prison studies (Abbott, 2001).  

Based primarily on the national prevalence survey, the NZGS concluded that a wide range of adverse consequences and impacts are associated with problem gambling.  Financial impacts were particularly common and tended to increase with the severity of the problem.  Impacts on gamblers’ health and well-being, study and work performance, and interpersonal relationships were identified.  More serious gambling problems were associated with criminal offending and provision of health, counseling and related services for problem gamblers were found to impose additional financial costs.  The NZGS noted that while some impacts of problem gambling are immediate, others are prolonged or delayed.  

The NZGS found that problem gamblers had higher rates of alcohol consumption and regular tobacco use than non-problem gamblers as well as higher levels of stress and depression.  In contrast to problem gamblers in the general population, problem gamblers in men’s and women’s prisons had significantly higher rates of childhood conduct disorders while problem gamblers in men’s prisons had higher rates of antisocial personality disorder.  In addition to losing time from school or work due to gambling, problem gamblers were much more likely than non-problem gamblers in New Zealand to leave a job or school and to be dismissed from a job due to gambling-related absenteeism or crime.  

Problem gamblers in New Zealand were more likely than non-problem gamblers to seek help from non-specialist (i.e. non-gambling) health, mental health and social services, financed in large part from general taxation.  A significant number of problem gamblers in New Zealand reported receiving welfare benefits and housing assistance from the state.  The NZGS concluded that the financial and other costs of problem gambling were wide-ranging and had ripple effects throughout society.  However, the NZGS made no effort to quantify the magnitude of these costs as was done in the United States and Australia studies.

4.  Louisiana

In 1998, the Louisiana Gaming Control Board commissioned a study from the University of New Orleans to assess the impact of gambling on the Louisiana economy.   The research team included a range of scholars from a multitude of academic disciplines.  To answer questions about the economic and social impacts of gambling in Louisiana, the study team conducted primary research, including intercept surveys of visitors to casinos, surveys of vehicles in casino parking lots, a mail survey of Louisiana businesses, a casino employee survey, a survey of problem gamblers in treatment, and two telephone surveys of Louisiana residents—one on gambling participation and attitudes, the other on gambling participation and gambling problems.  The study team also utilized a range of secondary data sources, including income, employment and earnings data from the U.S. Census, as well as retail sales and gaming revenue data from Louisiana regulatory agencies (Ryan & Speyrer, 1999).  

The Louisiana team largely categorized the benefits of gambling as economic—new spending, new jobs, new income and new tax revenues.  The costs of gambling considered in this study included increased government spending on regulating the gambling industry, increased crime rates and related costs such as police and criminal justice system expenditures, increased personal and small business bankruptcies and related personal and government costs, increased costs to business due to employee theft, absenteeism and reduction in worker productivity, and increased social costs due to problem gambling.  

The research team used a 5-step process to estimate the social costs of problem gambling in Louisiana.  The first step calculated the average social costs per year for a person in specialist treatment in Louisiana, based on the survey of problem gamblers in treatment.  Social costs in 9 categories were assessed.  These included work productivity losses from missed or impaired work, unemployment compensation, unemployment productivity losses, bad debt, theft, civil court procedures including bankruptcy, criminal justice, welfare and treatment.  

The second step used standardized measures of gambling behavior to estimate how closely people with gambling problems in the prevalence survey resembled the treatment sample.  The third step estimated the social cost of gambling disorders for the general population survey sample using a proportionate model of social costs for community samples.  The fourth step extrapolated the prevalence study sample’s social costs to the entire adult population of Louisiana.  The final step used the results of the prevalence survey to estimate the proportion of revenues that each of 3 forms of legal gambling in Louisiana derived from people with gambling disorders.  

The research team provided two caveats in their analysis.  First, they cautioned readers that many societal costs—such as depression and family problems—are impossible to quantify although these impacts are important and should be considered in any benefit-cost analysis.  Second, they noted that there was a problem in identifying many social costs because of the amount of time that it generally takes for costs to the individual to be transformed into costs to society.  

The researchers determined that the social costs of gambling in Louisiana in 1998 included approximately $50 million in regulatory costs and $481 million in measurable social costs.  The benefits of gambling in Louisiana in 1998 included $660 million in new earnings and $447 million in new direct tax revenues.  Based on their analysis, the researchers concluded that the overall measurable benefit/cost ratio for the three most important forms of gambling in Louisiana—riverboat casinos, video poker and horse racing—was positive.  However, they cautioned that as the gambling industry in Louisiana matures, the benefits are likely to decrease while the costs increase.  

They further cautioned that the lion’s share of new spending on gambling came from Texas residents and that regional changes in the availability of gambling could have a severe impact on the overall benefit/cost ratio in Louisiana.  In light of the many regional changes that were likely to happen over time, the research team strongly urged that the benefits and costs of the gambling industry in Louisiana be monitored on a regular basis.  

5.  Montana

In 1997, the Montana Legislature passed a bill mandating a comprehensive study of the social and economic impacts of gambling in Montana.  The overall goal of the 5-member commission established to oversee this study was to obtain an accurate and comprehensive study of gambling in Montana.  The Montana Gambling Study Commission contracted with the University of Montana Bureau of Business and Economic Research and Gemini Research to carry out primary research to inform their efforts.  The research in Montana included a review of recent trends in Montana gambling legislation and industries, a telephone survey of 1,227 randomly selected Montana adults, a postal survey of 429 Montana gambling establishments, a survey of problem gamblers in treatment in Montana, and an analysis of the secondary data to examine the relationship between the availability of video gambling machines and various categories of crime (Polzin et al, 1998).

Based on this research, the Commission concluded that the majority of Montanans gamble, primarily on video poker on thousands of machines throughout the state.  Non-residents were estimated to account for less than 5% of the money wagered in Montana.  Although the overall prevalence of problem and pathological gambling in Montana was estimated to be 3.6%, problem and pathological gamblers accounted for 37% of video gambling machine revenue, 17% of lottery revenues and 13% of bingo revenues.  In 1997, gambling establishments spent a total of nearly $800 million, employed approximately 16,300 workers and paid approximately $47 million in taxes.  Cities and counties in Montana have grown to rely heavily on gambling machine tax revenues, which account for an average of 14% of cities’ funds and 2% of counties’ funds.  Increased gambling, as measured by per capita video gambling machine tax revenue, was correlated with increases in 6 types of crime; for each additional $1 million in gambling tax revenue, about 172 more crimes could be expected to occur.  

Like the New Zealand study and in contrast to the United States, Australian and Louisiana studies, the Montana impact study did not attempt to develop a precise estimate of the costs and benefits of legal gambling in that jurisdiction.  The Commission did conclude that systematic gathering and compiling of policy-relevant data on gambling was needed to enable informed decision making with regard to the regulation of gambling in Montana.

C. Evaluation framework for Gaming Facilities Proposals

1.  Socioeconomic Impact Assessment
While all of the studies described above were intended to assess the costs and benefits of gambling, they differ substantially in terms of design as well as results.  Based on our analysis of these studies, it is clear that an impact study carried out in any particular jurisdiction must address the questions deemed most important by policy makers within that jurisdiction.  The nature of the questions to be answered as well as the resources available to carry out the work will dictate, to a significant degree, the study that is carried out in Rhode Island.

There are at least two additional concerns raised by several of the commissions and research teams that carried out the impact studies described above.  First, several of the reports noted that different types of gambling are associated with different cost-benefit ratios.  It therefore seems important that any impact study carried out in Rhode Island address the costs and benefits of all the different types of gambling available to the citizens of Rhode Island.  Given the size of the state, this is likely to include some types of gambling outside Rhode Island, such as the casinos in Connecticut and racetracks in Massachusetts.

Second, several of the research teams noted that while the benefits of legal gambling are relatively easy to quantify, the costs are typically very difficult to quantify.  Another problem related to impact studies of legal gambling is the lag between when a new type of gambling becomes available and the development of gambling disorders in the population.  Together, these issues underscore the importance of establishing and maintaining a reliable and yet flexible system for monitoring the impacts of legal gambling in Rhode Island.  
2.  Socioeconomic Survey Specification and Execution

On the face of it, figuring out the impacts of the proposed introduction of one or more new types of gambling appears straightforward.  You select a random sample of people from the population, assess them using a valid questionnaire and carry out some elementary statistical analyses to generate estimates of the impacts.  In reality, for a variety of reasons, things are not so simple.  

The time-frame for gambling impact studies can range from 6 to 15 months or longer from award of contract to delivery of a final report.  To present the citizens of Rhode Island with one or more referenda based on informed policy considerations in November, 2004, it will be necessary to publish a Request For Proposals to conduct a socioeconomic impact study no later than June 2003.  An independent committee will be needed to evaluate the proposals and select a research team no later than September 2003.  Primary and secondary data collection, data analysis and report writing are not likely to be finished before March or April, 2004. 

All of the studies described in the previous section included were awarded competitively and were carried out by independent research organizations.  All of the studies featured multidisciplinary teams with expertise in survey research, sampling design and statistical analysis as well as substantive expertise in gambling issues, economics, psychology and criminology.  In several of these studies, both primary and secondary data were collected and analyzed.  Another important element in these research programs were the relatively sophisticated statistical techniques used in the analyses of both primary and secondary data.  

The Request for Proposals to conduct a study of the social impacts of gambling in Rhode Island will need to include some indication of the design and scope of the study that is envisioned as well as some indication of the types of questions that need to be answered.  While a survey would certainly be the right tool to assess current attitudes and behavior, the challenge will lie in determining the appropriate sample size and framework to address a range of impacts and potential scenarios.  Based on the review of exemplary gambling impact studies, it is recommended that any impact study carried out in Rhode Island include:

· A general population survey with the largest possible sample (no less than 2,500) and the highest possible response rate;

· A patron (intercept) survey that includes lottery outlets, racetracks, jai alai fronton and, possibly, tribal casinos in Connecticut; and

· A survey of problem gamblers in treatment in Rhode Island.

Based on the studies reviewed in Section VI.C, the social impact study of gambling in Rhode Island should include assessments of the following impacts:

· Gambling participation and expenditures

· Benefits of gambling participation, including satisfaction and enjoyment, social connectedness and alleviation of boredom

· Prevalence of problem and pathological gambling

· Personal impacts, including physical health, depression, stress, tobacco, alcohol and drug use, and suicidality

· Family impacts, including separation and divorce and domestic violence

· Work and employment impacts, including lowered productivity, absenteeism, loss of job, receiving welfare, housing and unemployment benefits

· Financial impacts, including indebtedness and bankruptcy

· Legal impacts, including arrests for gambling-related crime, court proceedings and incarceration

· Help seeking for gambling and substance abuse problems

If the objective is to obtain information representative of the entire Tri-State Region, the sample size will have to be much larger than if the objective is to obtain information representative only of Rhode Island.  Furthermore, if the objective is to assess both current and future gambling attitudes and behavior, it will be important to differentiate between questions that can be answered on the basis of a large, representative sample of the population and those that should be answered on the basis of more qualitative investigations of regular consumers of gambling.  Finally, it is important to note that some of the likely impacts of legal gambling may not be best assessed through cross-sectional surveys but rather through time-series analyses of crime and welfare data or through longitudinal panel research.  

3.  Prevention, Rehabilitation, Remedial Requirements

Regardless of whether new operations are authorized in Rhode Island, there are already substantial legal opportunities to gamble in the State as well as in nearby states and, therefore, already problem and pathological gamblers among the citizens of Rhode Island.  The State, gambling operators and other stakeholders must take immediate steps to implement education, prevention and treatment initiatives to minimize the negative impacts of gambling.  

The case of New Zealand is a useful illustration of what can be done to address problem gambling issues in a comprehensive manner.  When legal gambling in New Zealand began to expand in the mid-1980s, the New Zealand government centralized oversight of all legal gambling, with the exception of racing, in the Department of Internal Affairs. As in other jurisdictions, the gambling industries in New Zealand initially resisted the argument that problem gambling was a unique “negative externality.”  However, under pressure from the Department of Internal Affairs, the major gambling industry groups in New Zealand were persuaded to join the Committee on Problem Gambling Management (COPGM) and to contribute to the ongoing funding of problem gambling services and research.  COPGM included representatives of all of the legal gambling operators in New Zealand as well as treatment providers and community groups.  Each sector of the industry is required to make financial contributions based on a negotiated formula that originally included gross revenues, number of outlets, and level of advertising but is now based primarily on gross revenues and differences in the assessed risk of each activity.  

In 2000, the gambling operators in Rhode Island started working voluntarily to address the issue of problem gambling through development of responsible gambling programs at Lincoln Park and Newport Grand Jai Alai and by the Rhode Island Lottery.  These programs are composed of several key elements, including mandatory employee training, employee assistance, customer education, underage prevention and self-exclusion.  Based on 2 years of experience, it has become clear that changes are needed to the current, voluntary system in Rhode Island.  

Recommendations for change include:

1.) A fund for problem gambling treatment, prevention and education should be established and maintained using monies from enforcement fines, confiscated winnings of self-excluded gamblers, a small percentage of gross revenues from pari-mutuel, charitable, and VLT operations and a percentage of the lottery’s advertising budget.  

2.) A problem gambling helpline should be funded and competitively awarded by the newly established gambling commission.

3.) Licensed gambling locations should be required to post signage regarding the availability of assistance for Rhode Islanders with gambling problems.  

4.) The new gambling commission should be responsible for enforcement of a state-wide self-exclusion program.  

5.) The minimum age to gamble should be raised to 21 (from 18) and fines collected from underage individuals and gambling facilities that permit underage individuals to gamble.

6.) Licensed gambling locations should be required to provide training for all employees about the warning signs of problem gambling and how to assist patrons in finding information on this issue.

7.) The new gambling commission should be responsible for enforcing all of the elements of licensees’ responsible gambling programs.

8.) Applicants for gaming operator licenses should be required to submit responsible gambling program plans with their applications.

9.) Funding from the new problem gambling fund should be used to establish a state-wide, comprehensive treatment program for problem gamblers, a state-wide comprehensive problem gambling prevention program, annual problem gambling training opportunities for treatment professionals, and a state-wide problem gambling public awareness campaign. 
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VI. Governance/Regulatory Review

A. Introduction and Conclusions
Acting on the request of the Rhode Island Special House Commission to Study Gaming, the legal staff of the Rhode Island House of Representatives has provided this chapter on issues related to the governance of casino gambling. In preparing this report, we were guided by the specific governance-related charges to the Commission in Resolution 2002-H 7899 Substitute A as Amended.   In particular, this chapter will focus on the following charge to the Commission: 

· If additional legal gaming is authorized, what additional regulatory and administrative responsibilities would be required and what regulatory structure would be most appropriate. 

We will also address the following governance-related charges in the Resolution:

· What role should a host community play with any new gaming facility, including the degree of authority it should have over casino operations and the revenues to be obtained there from; and

· Whether any existing statutes regarding gaming and/or state lotteries should be introduced or amended.

To fulfill these charges, staff reviewed statutory and regulatory schemes of numerous states with casino gambling.   We focused on five states with state-regulated, land-based casinos: Nevada, New Jersey, Colorado, South Dakota, and Michigan.  We also reviewed the Rhode Island Constitution and Rhode Island General Laws that deal with gambling. We paid particular attention to provisions dealing with gambling expansion and provisions dealing with the regulatory structure of existing gambling.

We also considered the following studies and articles on regulating casino gambling
: The National Gambling Impact Study Commission Report; The Massachusetts Gaming Study Commission Report; States Ante Up: Regulating Lotteries and Casinos by Keon S. Chi and Drew Leatherby; Statutes and Regulations in Commercial Casino States Concerning Responsible Gaming by the American Gaming Association; State of the States: The AGA Survey of Casino Entertainment 2002; and we relied heavily on Legislating and Regulating Casino Gaming: A View From State Regulators, principally authored by Michael Belletire. His work particularly buttressed sections III and IV of this chapter.

Finally, we considered testimony at public hearings. Among those speaking were Alan Rachles, partner in a national consulting and accounting firm that has done extensive work on gaming; Dr. Robert Breen, head of the Rhode Island Council on Addictions; William R. Eadington, director of the Institute for the Study of Gambling and Commercial Gaming at the University of Nevada, and Frank Fahrenkopf Jr., president and CEO of the American Gaming Association, a national trade organization that represents commercial casinos.

Our research leads us to conclude that casino states have diverse regulatory schemes, but all have strong legislative and regulatory oversight to ensure integrity of casino operations and to maintain public confidence.  In the event Rhode Island enters the casino gambling market, a strict and comprehensive statute dealing with casino governance similar to those in other states would need to be enacted.  A State Gaming Commission with broad licensing and enforcement powers must be created within the statute to provide regulatory oversight and vigilance.  In addition to licensing and enforcement powers, there are various categories of regulation in casino governance statutes which we will highlight in this chapter and which should be considered for inclusion in a Rhode Island casino governance statute. We have included proposed casino governance legislation in the last section of this chapter.


B. Literature Research and Analysis Summary

1.  Scope of the State Gaming Commission

At the outset of developing a Rhode Island Casino Governance Statute, policy makers must decide if a newly created Rhode Island Gaming Commission will regulate only casino gambling or if there will be consolidation of some or all of the regulatory functions of existing gambling into the new Gaming Commission.  Rhode Island has various forms of legalized gambling with various regulatory structures already in place.  Two principal regulatory bodies, the Rhode Island Lottery Commission and the Department of Business Regulation, regulate three principal forms of gambling: the state lottery, pari-mutuel wagering, and video lottery terminals.  Currently, the Rhode Island Lottery Commission regulates the state lottery and video lottery terminals.  The Department of Business Regulation regulates pari-mutuel wagering. 

There are casino states that maintain various regulatory bodies for various forms of gambling. Most casino states have a separate lottery commission.  In New Jersey, casinos are regulated by the Casino Control Commission, the lottery is regulated by the Department of Treasury, and pari-mutuel gambling is regulated by the Racing Commission in the Department of Law and Public Safety.  On the other hand, there are states that have consolidated regulatory functions. South Dakota, for example, repealed its Racing Commission and consolidated its functions into its Gaming Commission.  However, South Dakota maintained its Lottery Commission to oversee its lottery and video lottery terminals.  Regardless of the ultimate jurisdiction of a Rhode Island Gaming Commission, there are different models to choose from when it comes to creating a gaming commission.

2. Creating a Commission

The Structure: Some states, such as Nevada and New Jersey, have a two-tiered regulatory structure.  In a two-tiered structure, the administrative functions, including handling investigations for licensing, collecting taxes, and enforcing gaming regulations are vested in an appointed gaming control board.  A separate appointed board, generally referred to as a gaming commission, constitutes the decision-making body on gaming policy and regulations and serves as the due process oversight body.  Other states have a single appointed gaming commission that performs all administrative and operating functions and must be further subject to review by the state judiciary.   Whether or not the administrative functions are vested in a separate gaming control board, a gaming commission needs to be established.  The following issues need to be considered:

a. The Membership:

Most states’ gaming commissions consist of five members appointed by the Governor and are subject to Senate confirmation. [See proposed legislation-Section 41-9.1-4 (b).]

b. Qualifications:  

Many states spell out professional qualifications of commission members. Colorado, for example, provides that one of the five commissioners must have at least five years law enforcement experience; one member must be an attorney with at least five years experience in regulatory law; one member must be a certified public accountant with at least five years experience; one member must have at least five years experience in management; and one member must be a registered voter not employed in a job similar to any of the other commission members.   In addition, no more than three of the five members may be from the same political party, and no member may have been convicted of a felony or a gambling related offense. [See proposed legislation-Section 41-9.1-4 (b).]

c. Term:

Most states provide for staggered terms of three to five years. Some provide for a two-term limit. [See proposed legislation-Section 41-9.1-4 (c).]

d. Compensation:

Compensation varies from state to state.  Generally part-time commissioners are paid a stipend ranging from $50 to $300 per meeting plus reimbursement for travel and other reasonable expenses incurred in the performance of their official duties.  New Jersey’s Casino Commissioners are full-time and receive a statutory annual salary of $90,000.

e. Code of Conduct:

Most casino states have a strong code of conduct for regulators. Typically, regulators must undergo extensive financial disclosure and eschew any financial relationship with regulated entities and cannot gamble in them or accept gifts from them [See proposed legislation-Section 41-9.1-5.].  Many states, such as New Jersey, also have revolving door prohibitions to prevent regulators and employees of the regulatory body from becoming employed at a regulated entity until a specified period of time has elapsed, usually one or two years.

3. Licensure 

A gaming license must be specifically designated in the casino governance statute as a revocable privilege granted by the state dependent upon the licensee’s compliance with the statute and regulations. [See proposed legislation-Section 41-9.1-18 (a).] The statute should place the burden on the applicant to prove suitability [See proposed legislation-Section 41-9.1-9 (e).] and should require some form of approval or licensure of casino owners, employees, and suppliers. (This paragraph and others in this section and in the next one on Enforcement relied extensively on Legislating and Regulating Casino Gaming: A View From State Regulators, principally authored by Michael Belletire).

a. Casino Owners and Key Persons

Regulators must be granted broad statutory authority to conduct in-depth background investigations into potential casino owners and “key persons” (generally defined as individuals by position or office who have control or influence over management or operations).  Most states prevent a convicted felon from serving as a key person.  Regulators make a finding of suitability of owners and key persons based on assessments of the character, background, personal and financial integrity, associations, and business probity.  Typically, background checks are performed by state police, revenue agents or agents of the commission. [See proposed legislation-Section 41-9.1-9.]
b. Employees

Each state requires some form of approval or licensure of casino employees.  Some states subject all casino employees to licensure, while others license only employees engaged in gaming related duties.  Licensure for rank and file employees generally consists of a standardized criminal background check that is less extensive than the background checks of key persons. [See proposed legislation-Sections 41-9.1-15 and 41-9.1-17.] In order to reduce the number of license applications, most states require that persons seeking licensure have an employment commitment from a casino. 

c. Suppliers of Gaming

Each state requires some form of approval or licensure of businesses that provide gaming devices and equipment. [See proposed legislation-Section 41-9.1-16.] Computer chips that govern payouts on electronic gaming devices receive particular attention and are tested either by an independent private sector laboratory or in-house specialists employed by the commission.       

d. Suppliers of Non-Gaming Goods and Services

Because major procurements might potentially allow an outside vendor to exert undue influence or control over a casino operation, most regulatory bodies oversee procurement decisions for purchases of things such as food and beverages, legal and consulting services, construction services, laundry services, marketing services, and everyday supplies. [See proposed legislation-Section 41-9.1-16.] The oversight process (which typically does not require licensure of the vendor) consists of periodic investigations of casino-vendor relationships, full disclosure or regulator access to all confidential relationships, and specified internal control procedures.  Some states require major expenditure decisions to be subject to the prior approval of the regulatory body. 

4. Enforcement

a. Internal Controls

Each casino must adopt and follow a rigorous and comprehensive set of internal procedural controls for the conduct of games, the movement and handling of cash and cash equivalents, and the accounting and record trail of all transactions.  State statutes generally authorize absolute access to all areas of casinos at all times, and some require on-site presence at all times. [See proposed legislation-Section 41-9.1-6 (3).] In addition, casinos are required to self-report irregularities in their internal control systems, and they are required to provide video camera surveillance at specified locations and retain the tape recordings.

b. Audits

Several states require compliance audits conducted by private sector audit firms on a quarterly basis to measure conformance to the internal control system. Most state regulatory bodies also use state agency personnel to conduct compliance audits and special or focused audits.   All states mandate that an internal audit staff retained by the casino regularly conduct on-going compliance audits and reviews. Annual financial audits conducted by certified public accountant firms are also required. [See proposed legislation-Section 41-9.1-6 (15).]

c. Penalties

A range of penalties, from reprimands and fines to license suspensions (on individuals or operations) and revocations, exist in all casino jurisdictions.  Penalties are typically applied to specific internal control violations and statutory or rule violations.  Fines are typically significant: Illinois penalizes up to a day’s total receipts for each violation, and Missouri penalizes up to three times a day’s total receipts. [See proposed legislation-Section 41-9.1-18 (c).]

5. Tax Structure and Revenue Distribution 

Casino jurisdictions impose various taxes and fees on casinos and designate the revenue for various specified purposes.  Generally, the tax structure includes a certain percentage of adjusted gross revenues and in addition may include the following fees/taxes: an annual municipal service fee, an annual assessment for regulatory costs, a flat fee for various licenses, a flat fee based on the number of table games and slot machines, and a casino entertainment tax on food and beverages. [See proposed legislation-Section 41-9.1-12.]

Michigan, for example, has an 18% tax on adjusted gross revenues, plus an annual municipal service fee equal to the greater of 1.25% of adjusted gross revenues or $4 million. The host city may also impose a local tax at the rate of 9.9% of the adjusted gross receipts.  There is also an annual assessment for regulatory costs to be shared by Michigan’s three casinos equal to $25 million plus an annual adjustment for inflation.  Nevada and Colorado have a graduated tax rate plus an additional tax based on the number of table games and slot machines.  Nevada also has a 10% casino entertainment tax for food and beverages.  New Jersey has a minimum fee of $200,000 for an initial one-year license and a $100,000 minimum fee for every two-year renewal.  In addition to various license fees and an annual $500 tax on each slot machine, New Jersey casinos (which are limited to Atlantic City) must pay two different taxes.  Each casino must contribute 8% of adjusted gross revenue to the Casino Revenue Fund that supports regulation and other state purposes.  In addition, each casino must pay either an additional tax of 2.5% of casino gross revenues or purchase bonds from or make investments in projects approved by the Casino Reinvestment Development Authority in an amount equal to 1.25% of adjusted gross revenues to assist urban redevelopment in the state.

The effective tax rate of casino jurisdictions varies greatly and is dependent largely on the number of licenses available.  Jurisdictions with many licensed casinos tend to have lower effective rates. The effective tax rates of selected jurisdictions are as follows:  Colorado 15%; Illinois 31%; Indiana 27%; Iowa 24%; Louisiana 21%; Michigan 22%; Mississippi 12%; Missouri 29%; Nevada 7%; New Jersey 8%; and South Dakota 8%.  

Jurisdictions also distribute revenues generated from casino taxes and fees differently.  Typically, a host community will get a specified amount and the remainder will be earmarked for deposit in the state general fund and various state programs. [See proposed legislation-Sections 41-9.1-12. and 41-9.1-13.] In South Dakota, for example, the host city receives $6,800,000 annually and $100,000 annually goes to the state historic preservation grant and loan fund.  The remaining funds are distributed as follows: 70% to the state general fund; 10% to municipalities in the host county based on population, except for the host city; 10% to school districts located in the host county based on the number of students; and 10% to the host city for historic preservation.  In Colorado, 50% of the revenue is deposited in the state general fund, 28% in the state historical fund, 12% is distributed to the host counties in proportion to the gaming revenues generated in each county, and 10% goes to the host cities in proportion to the gaming revenues generated in each city. In Michigan, 55 % goes to the host city and must be used for street patrol officers, economic development programs, public safety programs, youth development programs, tax relief, capital improvements, road improvements, and other programs designed to contribute to the improvement of the quality of life in the city.  The remaining 45% is deposited in the state school aid fund to provide additional funds for K-12 classroom education.

6. Host Community Authority 

A properly drafted casino governance statute must balance state regulatory authority with host community authority.  Although a gaming commission must have the power to supercede local jurisdiction with respect to most casino governance issues, there are many legitimate local concerns that should be addressed by the host community.

The governance statute should articulate the role of local jurisdiction in the following areas: approval of location, taxation, zoning, land use and site plan approvals, utility connection fees, traffic engineering, noise control, lighting design, public safety, trash removal, and ancillary development rights. [See proposed legislation-Section 41-9.1-10 (b).]

7. Problem Gambling

Many casino jurisdictions acknowledge problem gambling and seek to offset its impact through statutory and regulatory policies that range from awareness policies to funding requirements.  Illinois, Missouri, and Nevada have adopted regulatory requirements that require casinos to post and distribute information on the availability of help, promulgate training and procedures for employees related to awareness, and adopt self-exclusion provisions that include removal from casino mailing lists and credit access.

At least four states have explicit statutory language that fund problem gambling.  In

Iowa, a small percentage of gross gaming receipts is earmarked for problem gambling.  In New Jersey, fines are earmarked for private sector service organizations to treat problem gamblers.  In Indiana, ten cents of each admission fee goes to the state mental health agency to conduct studies on problem gambling and finance an 800 number helpline.  Michigan has an annual assessment for regulatory costs of which $2 million goes in a compulsive gaming prevention fund.

Testimony before the Commission has revealed that problem gambling already exists in Rhode Island and may increase with the introduction of casino gambling.  As a result, policy makers should follow the lead of other casino jurisdictions and take measures designed to detect the extent of problem gambling, educate the public, and assure availability of resources. [See proposed legislation-Sections 41-9.1-9 (a)(11) and 41-9.1-15.]

An issue that is related to problem gambling is that of underage gambling. The current practice of most casino jurisdictions is to restrict legal gambling to those 21 and older.  Because some research suggests that young people are especially susceptible to developing gambling problems, Rhode Island should consider restricting casino gambling, as well as other legal gambling, to those 21 and older.  The governance statute should contain strict enforcement provisions for age requirements that include regulatory oversight and accountability for failing to deter and detect gambling by minors. [See proposed legislation-Section 41-9.1-22 (3)(a).] In Michigan, for example, a person, or an affiliate of a person, is guilty of a misdemeanor for making a wager or permitting a wager by a person under 21. 

C. Existing Rhode Island Law
Expansion of gambling in Rhode Island is governed by Article VI, Section 22 of the Rhode Island Constitution and Rhode Island General Law 41-9-4.  Article VI, Section 22 provides that no act expanding the types of gambling which are permitted within the state or any city or town, or that expands the municipalities in which a particular form of gambling is authorized, shall take effect until it has been approved by the voters of the state and the host municipality.  Rhode Island General Law 41-9-4 requires approval by the voters of the state and the host municipality at the same general election before a gambling facility shall be established.

There are key differences in these two provisions, which could affect the process by which a casino proposal comes into existence.  The constitutional provision requires a statewide and local election, but it does not require the votes to take place at a general election, and it does not require the statewide and local election to take place at the same time.  The statutory provision, on the other hand, does require the votes to take place at a general election and at the same time.  Therefore, under current law, a casino proposal would have to be approved by state and local voters at the same general election.  However, because the requirement that the votes take place at the same general election is statutory, and not constitutional, the legislature could change the statute and allow for special elections and state and local elections that take place at different times.

Legislators should also be aware that in the event a casino does come into existence, there would no longer be a constitutional requirement of a referendum for an additional casino in the same city or town.  This is because an additional casino in the same city or town would not be expanding the types of gambling permitted in the state or expanding the municipalities in which a particular form of gaming is authorized.  Rhode Island General Law 41-9-4 may require a referendum for an additional casino in the same city or town, but it is unclear that it applies to each and every gambling facility established.  Even if the statute does apply to each and every gambling facility, it could, of course, be amended or repealed by a future legislative act. 

D. Proposed Legislation
STATE  OF  RHODE  ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2003

A N   A C T

RELATING TO SPORTS, RACING, AND ATHLETICS -- ESTABLISHMENT AND EXTENSION OF GAMBLING ACTIVITIES AND OTHER FACILITIES

It is enacted by the General Assembly as follows:
SECTION 1. Section 41-9-1 of the General Laws in Chapter 41-9 entitled "Establishment and Extension of Gambling Activities and Other Facilities" is hereby amended to read as follows:.

41-9-1. "Gambling" and "gambling facilities" defined. -- As used in this chapter, the term "gambling" shall include but not be limited to horseracing, dog racing, and jai alai, and casino gambling.; however, casino gaming shall be governed by the provisions of chapter 9.1 of title 41. The term "gambling facility" as used in this chapter means a building or enclosure in which any gambling activity including but not limited to the foregoing is played or conducted. The term "gambling facility" shall also include any building, enclosure or other improvement designed, constructed, or used in connection with an overall plan or project involving the establishment of any gambling activity; provided, however, that this sentence shall not apply to any gambling facility licensed prior to [July 3, 1998].

SECTION 2. Title 41 of the General Laws entitled  "Sports, Racing, and Athletics" is hereby amended by adding thereto the following chapter:

CHAPTER 9.1
THE RHODE ISLAND GAMING CONTROL AND REVENUE ACT
41-9.1-1. Title. – This chapter shall be known as the “Rhode Island Gaming Control and Revenue Act.”
41-9.1-2. Legislative findings. – The general assembly makes the following findings:
(1) In accord with Article 6, Section 22 of the Rhode Island Constitution, only the people of the State of Rhode Island can determine whether the state should pursue casino gaming as a source of revenue;

(2) The people should be able to make this determination in a manner that is consistent with the Rhode Island Constitution and in a manner that cannot be unduly influenced by any one specific proposal;

(3) The people should be able to exercise  their right and their elected representatives should be able to implement the people’s determination based upon clear and objective criteria;

(4) Potential casino enterprise licensees should be provided with clear and objective criteria;

(5) If the people so exercise their discretion to realize revenues from casino gaming, those revenues should be maximized through the development of a destination-style casino resort that will endure future competition; 

(6) Casino states have diverse regulatory schemes, but all have strong legislative and regulatory oversight to ensure integrity of casino operations and to maintain public confidence;

 (7) Commercial casino gaming needs the toughest possible regulation with law enforcement oversight;

(8) There are socio-economic costs that expanded gaming may impose on communities and the state;

(9) Problem gambling already exists in Rhode Island and may increase with the introduction of casino gambling;

(10) The state of Rhode Island should follow the lead of other casino jurisdictions and take measures designed to detect the extent of problem gambling, educate the public, and assure availability of resources for treatment.

41-9.1-3. Definitions. – As used in this chapter, the following terms are defined as follows:

(1) “Adjusted gross receipts” means the gross receipts less winnings paid to wagerers.

(2) “Affiliate” means a person who, directly or indirectly, through one (1) or more intermediaries, controls, is controlled by, or is under common control with; is in a partnership (general or limited) or joint venture relationship with; or is a co-shareholder of a corporation, a co-member of a limited liability company, or co-partner in a limited liability partnership with a person who holds or applies for a casino enterprise license under this chapter.

(3) “Affiliated company” means any form of business organization which controls, is controlled by or is under common control with; is in a partnership (general or limited) or joint venture relationship with; or is a co-shareholder of a corporation, a co-member of a limited liability company, or co-partner in a limited liability partnership with a person who holds or applies for a casino enterprise license under this chapter.

(4) “Agent” means any person who is employed by any agency of the state, other than the board, the state police, or attorney general, who is assigned to perform full-time services on behalf of or for the benefit of the board regardless of the title or position held by that person.

(5) “Applicant” means any person who applies for a license or for registration under this chapter. The term applicant as it may appear in this chapter shall include an affiliate, affiliated company, officer, director, or managerial employee of the applicant, or a person who holds greater than a one percent (1%) direct or indirect pecuniary interest in the applicant. As used in this chapter, the terms “affiliate” and “affiliated company” do not include a partnership (general or limited), a joint venture relationship, a co-shareholder of a corporation, a co-member of a limited liability company, or a co-partner in a limited  liability partnership that has less than a one percent (1%) direct interest in the applicant and is not involved in the casino or casino enterprise application as defined in rules promulgated by the board.

(6) “Board” means the Rhode Island Gaming Control Board.

(7) “Casino” means a building in which gaming is conducted.

(8) “Casino enterprise  means the buildings, facilities, or rooms functionally or physically connected to a casino including, but not limited to, any bar, restaurant, hotel, cocktail lounge, retail establishment, or arena or any other facility located in a municipality under the control of a casino enterprise licensee or affiliated company.

(9) “Certified development agreement” means a development agreement that has been certified by a municipality and submitted to the Rhode Island Gaming Control Board.

(10) “Chairperson” means the chairperson of the board.

(11) “Company” means a sole proprietorship, corporation, partnership (general or limited), limited liability partnership, limited liability company, trust, association, joint stock company, joint venture, tribal corporation or other form of business organization.

(12) “Compensation” means any money, thing of value, or financial benefit conferred on or received by a person in return for services rendered, or to be rendered, whether by that person or another.

(13) “Conflict of interest” means a situation in which the private interest of a member, employee, or agent of the board may influence the judgment of the member, employee, or agent in the performance of his or her public duty under this chapter. A conflict of interest includes, but is not limited to, the following:

(i) Any conduct that would lead a reasonable person, knowing all of the circumstances, to conclude that the member, employee, or agent of the board is biased against or in favor of an applicant.

(ii) Acceptance of any form of compensation, other than from the board, for any services rendered as part of or related to the official duties of the member, employee, or agent for the board.

(iii) Participation in any business being transacted with or before the board in which the member, employee, or agent of the board or his or her parent, spouse, or child has a financial interest.

(iv) Use of the position, title, or any related authority of the member, employee, or agent of the board in a manner designed for personal gain or benefit.

(v) Demonstration, through work or other action in the performance of the official duties of the member, employee, or agent of the board, of any preferential attitude or treatment of any person.

(14) “Control” means having a greater than fifteen percent (15%) direct or indirect pecuniary interest in the casino gaming operation with respect to which the license is sought.

(15) “Development agreement” means a written agreement between a municipality and a person naming the person as the designated developer of a casino in the municipality and covering certain subjects including, but not limited to: approval by the municipality of the location of the casino; zoning, land use and site plan requirements; utility connection fees; infrastructure improvements; reimbursement for predevelopment and infrastructure costs, traffic engineering, and other transportation costs; noise control, lighting design and screening; public safety; trash removal; plans for completion of destination attractions either within or outside the casino facility; and ancillary development rights and preferences to residents of the municipality in hiring employees and retaining the services of suppliers and vendors.

(16) “ Disciplinary action” is an action by the board suspending or revoking a license, fining, excluding, reprimanding, or otherwise penalizing a person for violating this chapter or rules promulgated by the board.

(17) “Financial interest” or “financially interested” means any interest in investments, awarding of contracts, grants, loans, purchases, leases, sales, or similar matters under consideration or consummated by the board. A member, employee, or agent of the board will be considered to have a financial interest in a matter under consideration if any of the following circumstances exist:

(i) He or she owns a one percent (1%) or greater direct or indirect pecuniary interest in any party to the matter under consideration or consummated by the board; or

(ii) He or she is employed by or is an independent contractor for a party to the matter under consideration or consummated by the board.

(18) “Gambling game” means any game played with cards, dice, equipment or a machine, including any mechanical, electromechanical or electronic device which shall include computers and cashless wagering systems, for money, credit, or any representative of value; including, but not limited to, faro, monte, roulette, keno, bingo, fan tan, twenty-one, blackjack, seven and a half, klondike, craps, poker, chuck a luck, Chinese chuck a luck (dai shu), wheel of fortune, chemin de fer, baccarat, pai gow, beat the banker, panguingui,  slot machine, any banking or percentage game, or any other game or device approved by the board, but does not include games played with cards in private homes or residences in which no person makes money for operating the game.

(19) “Gambling operation” means the conduct of authorized gambling games in a casino.

(20) “Gaming” means to deal, operate, carry on, conduct, maintain or expose or offer for play any gambling  game or gambling operation.

(21) “Gross receipts” means the total of all sums including valid or invalid checks, currency, tokens, coupons, vouchers, or instruments of monetary value whether collected or uncollected, received by a casino enterprise licensee from gaming, including all entry fees assessed for tournaments or other contests, less a deduction for uncollectible gaming receivables not to exceed the uncollectible amounts owed as a result of wagers placed at or through a gambling game or four percent (4%) of the total gross receipts; whichever is less. The licensee shall not receive the deduction unless the licensee provides written proof to the state treasurer of the uncollected gaming receivable and has complied with all rules promulgated by the board regarding the issuance of credit and the collection of amounts due under a credit extension.

(22) “Investigative hearing” means any hearing conducted by the board or its authorized representative to investigate and gather information or evidence regarding pending license applications, applicants, licensees, or alleged or apparent violations of this chapter or the rules promulgated by the board.

(23) “Junket enterprise” means any person other than a casino enterprise licensee or applicant who employees or otherwise engages in the procurement or referral of persons who may participate in a junket to a casino enterprise licensed under this chapter or casino enterprise whether or not those activities occur within the state.

(24) “Managerial employee” means a person who by virtue of the level of their remuneration or otherwise holds a management, supervisory, or policy-making position with any authorized licensee pursuant to this chapter, vendor, or the board.

(25) “Member” means a board member appointed to the Rhode Island Gaming Control Board.

(26) “Municipality” means any city or town within the state.

(27) “Person” means an individual, corporation, limited liability company, association, partnership (general or limited), limited liability partnership, trust, entity, or other legal entity.

(28) “Successful Bidder” means a person or applicant whose bid is the highest responsible qualified bid for a casino enterprise license, as set forth in this chapter.

(29) “Supplier” means a person whom the board has identified under rules promulgated by the board as requiring a license to provide casino enterprise licensees or casino enterprises with goods or services regarding the realty, construction, maintenance, or business of a proposed or existing casino, casino enterprise, or related facility on a regular or continuing basis; including, but not limited to, junket enterprises, security businesses, manufacturers, distributors, persons who service gaming devices or equipment, garbage haulers, maintenance companies, transportation providers, food purveyors, and construction companies.

(30) “Vendor” means a person who supplies any goods or services to a casino enterprise licensee or supplier licensee.

(31) “Wagerer” means a person who plays a gambling game authorized under this chapter.

(32) “Winnings” means the total cash value of all property or sums including currency, tokens, or instruments of monetary value paid to wagerers as a direct result of wagers placed at or through a gambling game.
41-9.1-4. Creation of gaming control board -- Composition -- Appointment. – (a) There is hereby created The Rhode Island gaming control board; a separate and independent agency of the state within the executive branch. The board shall have the powers and duties specified within this chapter and all other powers necessary and proper to fully and effectively execute and administer the provisions of this chapter for the purpose of licensing, regulating, and enforcing the system of casino gambling.

(b) The board shall initially consist of five (5) members,  one (1) who shall have at least five (5) years investigative law enforcement experience, one (1) who shall be an attorney with at least five (5) years experience in regulatory law, one (1) who shall be a certified public accountant with at least five (5) years experience, one (1) who shall have at least five (5) years experience in management, and one (1) with expertise in the area of problem gambling; all to be appointed by the governor, with the advice and consent of the senate, one (1) of whom shall be designated by the governor to be chairperson. The members shall be appointed by the governor forthwith after the approval of this act by a majority of the electors of the state of Rhode Island as provided in section 3 hereof, and shall serve as interim members until receiving the advice and consent of the senate. Each member shall be a resident of this state.

(c) All members of the board shall be appointed for a period of three (3) years. A member’s term shall expire on December 31st of the last year of the member’s term. In the event of a vacancy on the board, the governor shall appoint in like manner a successor to fill the unexpired term.

(d) Each member of the board shall be reimbursed for all actual and necessary expenses and disbursements incurred in the execution of official duties.

(e) A person who is not of good moral character or who has been indicted or charged with, convicted of, pled guilty or nolo contendere to, or forfeited bail concerning a felony or a misdemeanor involving gambling, theft, dishonesty, or fraud under the laws of this state, any other state, or the United States or a local ordinance in any state involving gambling, dishonesty, theft, or fraud that substantially corresponds to a misdemeanor in that state, shall not be appointed or remain as a member of the board.

(f) Any member of the board may be removed by the governor for neglect of duty, misfeasance, malfeasance, nonfeasance, or any other just cause.

(g) The board shall appoint an executive director of the board to serve a five (5) year term. After the initial appointment of an executive director, any subsequent appointment of the executive director shall require the approval of the senate by a record roll call vote. The terms of employment of the executive director; including, without limitation, the salary of the executive director, shall be determined by the board. The executive director shall perform any and all duties that the board shall assign to him or her. The executive director shall be reimbursed for all actual and necessary expenses incurred by him or her in discharge of his or her official duties. The executive director shall keep records of all proceedings of the board and shall preserve all records, books, documents, and other papers belonging to the board or entrusted to its care. The executive director shall devote his or her full time to the duties of the office and shall not hold any other office or employment. A vacancy in the position of executive director shall be filled as provided within this subsection for a new five (5) year term.

(h) The board shall employ such personnel as may be necessary to carry out the functions of the board.

41-9.1-5. Member, employee, or agent of board – Conduct generally. – (1) By January 31st of each year, each member of the board shall prepare and file with the office of the board, a board disclosure form in which the member does all of the following:

(a) Affirms that the member or the member’s spouse, parent, child, or child’s spouse is not a member of the board of directors, or financially interested in, or employed by a licensee or applicant.

(b) Affirms that the member continues to meet any other criteria for board membership under this chapter or the rules promulgated by the board.

(c) Discloses any legal or beneficial interests in any real property that is or that may be directly or indirectly involved with gaming or gaming operations authorized by this chapter.

(d) Discloses any other information as may be required to ensure that the integrity of the board and its work is maintained.

(2)  By January 31st of each year, each employee of the board shall prepare and file with the office of the board an employee disclosure form in which the employee does all of the following:

(a) Affirms the absence of financial interests prohibited by this chapter.

(b) Discloses any legal or beneficial interests in any real property that is or that may be directly or indirectly involved with gaming or gaming operations authorized by this chapter.

(c) Discloses whether the employee or the employee’s spouse, parent, child, or child’s spouse is financially interested in or employed by a supplier licensee or an applicant for a supplier’s license under this chapter.

(d) Discloses such other matters as may be required to ensure that the integrity of the board and its work is maintained.

(3) A member, employee, or agent of the board who becomes aware that the member, employee, or agent of the board or his or her spouse, parent, or child is a member of the board of directors, or financially interested in, or employed by a licensee or an applicant shall immediately provide detailed written notice thereon to the chairperson.

(4) A member, employee, or agent of the board who has been indicted, charged with, convicted of, pled guilty or nolo contendere to, or forfeited bail concerning a misdemeanor or felony involving gambling, dishonesty, theft, or fraud in this state or any state or of the United States shall immediately provide detailed written notice of the conviction or charge to the chairperson.

(5) Any member, employee, or agent of the board who is negotiating for, or acquires by any means, any interest in any person who is a licensee or an applicant, or any person affiliated with such a person, shall immediately provide written notice of the details of the interest to the chairperson. The member, employee, or agent of the board shall not act on behalf of the board with respect to that person.

(6) A member, employee, or agent of the board may not enter into any negotiations for employment with any person or affiliate of any person who is a licensee or an applicant, and shall immediately provide written notice of the details of any such negotiations or discussions to the chairperson. The member, employee, or agent of the board shall not take any action on behalf of the board with respect to that person.

(7) Any member, employee, or agent of the board who receives an invitation, written or oral, to initiate a discussion concerning employment or the possibility of employment with a person or affiliate of a person who is a licensee or an applicant shall immediately report that he or she received the invitation to the chairperson. The member, employee, or agent of the board shall not take action on behalf of the board with respect to the person.

(8) A licensee or applicant shall not knowingly initiate a negotiation for or discussion of employment with a member, employee, or agent of the board. A licensee or applicant who initiates a negotiation or discussion about employment shall immediately provide written notice of the details of the negotiation or discussion to the chairperson as soon as he or she becomes aware that the negotiation or discussion has been initiated with a member, employee, or agent of the board.

(9) A member, employee, or agent of the board, or former member, employee, or agent of the board, shall not disseminate or otherwise disclose any material or information in the possession of the board that the board considers confidential unless specifically authorized to do so by the chairperson of the board.

(10) A member, employee, or agent of the board or a parent, spouse, sibling, spouse of a sibling, child, or spouse of a child of a member, employee, or agent of the board may not accept any gift, gratuity, compensation, travel, lodging, or anything of value, directly or indirectly, from any licensee or any applicant or affiliate or representative of an applicant or licensee, unless the acceptance conforms to a written policy or directive that is issued by the chairperson or the board. Any member, employee, or agent of the board who is offered or receives any gift, gratuity, compensation, travel, lodging, or anything of value, directly or indirectly, from any licensee or any applicant or affiliate or representative of an applicant or licensee shall immediately provide written notification of the details to the chairperson.

(11) A licensee or applicant, or affiliate or representative of an applicant or licensee, may not, directly or indirectly, give or offer to give any gift, gratuity, compensation, travel, lodging, or anything of value to any member, employee, or agent of the board which the member, employee, or agent of the board is prohibited from accepting under subsection (10).

(12) A member, employee, or agent of the board shall not engage in any conduct that constitutes a conflict of interest, and shall immediately advise the chairperson in writing of the details of any incident or circumstances that would present the existence of a conflict of interest with respect to the performance of the board-related work or duty of the member, employee, or agent of the board.

(13) A member, employee, or agent of the board who is approached and offered a bribe shall immediately provide written account of the details of the incident to the chairperson and to a law enforcement officer of a law enforcement agency having jurisdiction.

(14) A member, employee, or agent of the board shall disclose his or her past involvement with any casino interest in the past five (5) years and shall not engage in political activity or politically related activity during the duration of his or her appointment or employment.

(15) A former member, employee, or agent of the board may appear before the board as a fact witness about matters or actions handled by the member, employee, or agent during  his or her tenure as a member, employee, or agent of the board. The member, employee, or agent of the board shall not receive compensation for such an appearance other than a standard witness fee for reimbursement for travel expenses as established by statute or court rule.

(16) A licensee or applicant or any affiliate or representative of an applicant or licensee shall not engage in ex parte communications with a member of the board. A member of the board shall not engage in any ex parte communications with a licensee or an applicant or with any affiliate or representative of an applicant or licensee.

(17) Any board member, licensee, or applicant or affiliate or representative of a board member, licensee, or applicant who receives any ex parte communications in violation of subsection (16), or who is aware of an attempted communication in violation of subsection (16), shall immediately report the details of the communication or attempted communication in writing to the chairperson.

(18) Any member of the board who receives an ex parte communication which attempts to influence the member’s official action shall disclose the source and content of the communication to the chairperson. The chairperson may investigate or initiate an investigation of the matter with the assistance of the attorney general and state police to determine if the communication violates subsection (16) or subsection (17) or other state law. The disclosure under this section and the investigation shall remain confidential. Following an investigation, the chairperson shall advise the governor or the board, or both, of the results of the investigation and may recommend action as the chairperson considers appropriate.

(19) A new or current employee or agent of the board shall obtain written permission from the executive director before continuing outside employment held at the time the employee begins to work for the board. Permission shall be denied, or permission previously granted will be revoked, if the nature of the work is considered to or does create a possible conflict of interest or otherwise interferes with the duties of the employee or agent for the board.

(20) An employee or agent of the board granted permission for outside employment shall not conduct any business or perform any activities, including solicitation, related to outside employment on premises used by the board or during the employee’s working hours for the board.

(21) Whenever the chairperson, as an employee of the board, is required to file disclosure forms or report in writing the details of any incident or circumstance pursuant to this section, he or she shall make such filings or written reports to the board.

(22) The chairperson shall report any action he or she has taken or contemplates taking under this section with respect to an employee or agent or former employee or former agent to the board at the next meeting of the board. The board may direct the executive director to take additional or different action.

(23) Except as follows, no member, employee, or agent of the board may participate in or wager on any gambling game conducted by any licensee or applicant or any affiliate of an applicant or licensee in Rhode Island or in any other jurisdiction:

(a) A member, employee, or agent of the board may participate in and wager on a gambling game conducted by a licensee under this chapter, to the extent authorized by the chairperson or board as part of the person’s surveillance, security, or other official duties for the board.

(b) A member, employee, or agent of the board shall advise the chairperson at least twenty-four (24) hours in advance if he or she plans to be present in a casino in this state or in another jurisdiction operated by a licensee or applicant, or affiliate of a licensee or an applicant, outside the scope of his or her official duties for the board.

(24) Violation of this section by a licensee or applicant, or affiliate or representative of a licensee or applicant, may result in denial of the application of licensure or revocation or suspension or license or other disciplinary action by the board.

(25) Violation of this section by a member of the board may result in disqualification or constitute cause for removal pursuant to the provisions of this chapter or other disciplinary action as determined by the board.

(26) A violation of this section by an employee or agent of the board will not result in termination of employment if the board determines that the conduct involved does not violate the purpose of this chapter. However, employment will be terminated as follows:

(i) If, after being offered employment or beginning employment with the board, the employee or agent intentionally acquires a financial interest in a licensee or an applicant, or affiliate or representative of a licensee or applicant, employment with the board shall be terminated.

(ii) If a financial interest in a licensee or an applicant, or affiliate or representative of a licensee or applicant, is acquired by an employee or agent that has been offered employment with the board, an employee of the board, or the employee’s or agent’s spouse, parent, or child, through no intentional action of the employee or agent, the individual shall have up to thirty (30) days to divest or terminate the financial interest. Employment may be terminated if the interest has not been divested after thirty (30) days.

(iii) Employment shall be terminated if the employee or agent is a spouse, parent, child, or spouse of a child of a board member.

(27) Violation of this section does not create a civil cause of action.

(28) As used in this section:

(i) “Outside employment” includes, but is not limited to, the following:

(A) Operation of a proprietorship.

(B) Participation in a partnership or group business enterprise.

(C) Performance as a director or corporate officer of any for-profit corporation or banking or credit institution.

(ii) “Political activity” or “politically related activity” includes all of the following:

(A) Using his or her official authority or influence for the purpose of interfering with or affecting the result of an election.

(B) Knowingly soliciting, accepting, or receiving a political contribution from any person.

(C) Running for the nomination or as a candidate for election to a partisan political office.

(D)_ Knowingly soliciting or discouraging the participation in any political activity of any person who is either of the following:

(1) Applying for any compensation, grant, contract, ruling, license, permit, or certificate pending before the board.

(2) The subject of or a participant in an ongoing audit, investigation, or enforcement action being carried out by the board.

41-9.1-6.  Rhode Island Gaming Board – Jurisdiction – Powers. - - (a) The board shall have jurisdiction over and shall supervise all gambling operations governed by this chapter. The board shall have all powers necessary and proper to fully and effectively execute this chapter; including, but not limited to, the authority to do all of the following:

(1) Investigate applicants and determine the eligibility of applicants for licenses or registration and to grant licenses to applicants in accordance with this chapter and the rules promulgated under this chapter. 

(2) Have jurisdiction over and supervise casino gambling operations authorized by this chapter and all persons in casinos where gambling operations are conducted under this chapter.

(3) Enter, to the extent permissible under the Constitutions of the State of Rhode Island and of the United States of America, through its investigators, agents, auditors, and the state police at any time, without a warrant and without notice to the licensee, the premises, offices, casinos, casino enterprises, facilities, or other places of business of a casino enterprise licensee or casino supplier licensee, where evidence of the compliance or noncompliance with this chapter or the rules promulgated by the board is likely to be found, for the following purposes:

(i) To inspect and examine all premises wherein casino gaming or the business of gaming or the business of a supplier is conducted, or where any records of the activities are prepared.

(ii) To inspect, examine, audit, impound, seize, or assume physical control of, or summarily remove from the premises all books, ledgers, documents, writings, photocopies, correspondence, records, videotapes, including electronically stored records, money receptacles, other containers and their contents, equipment in which the records are stored, or other gaming related equipment and supplies on or around the premises, including counting rooms.

(iii) To inspect the person, and inspect, examine, and seize personal effects present in a casino facility licensed under this chapter, of any holder of a license or registration issued pursuant to this chapter while that person is present in a licensed casino facility.  

(iv) To investigate and deter alleged violations of this chapter or the rules promulgated by the board.

(4) Investigate alleged violations of this chapter or rules promulgated by the board and to take appropriate disciplinary action against a licensee or any other person or holder of an occupational license for a violation, or institute appropriate legal action for enforcement, or both.  

(5) Adopt standards for the licensing of all persons pursuant to this chapter, as well as for electronic or mechanical gambling games, and to establish fees for the license.

(6) Adopt appropriate standards for all casino gaming facilities and equipment.

(7) Require that all records of casino and supplier licensees, including financial or other statements, be kept on the premises of the casino enterprise licensee or supplier licensee in the manner prescribed by the board. 

(8) Require that each casino enterprise licensee involved in the ownership or management of gambling operations submit to the board an annual balance sheet, profit and loss statement, and a list of stockholders or persons having a one percent (1%) or greater beneficial interest in the gambling activities of each licensee in addition to any other information the board considers necessary in order to effectively administer this chapter,  all rules promulgated by the board, and orders and final decisions made under this chapter.

(9) Prescribe a form to be used by any licensee involved in the ownership or management of gambling operations as an application for employment for prospective employees.

(10) Revoke or suspend licenses, impose fines and penalties as the board considers necessary and in compliance with this chapter and applicable laws of the state regarding administrative procedures, and review and decide applications for the renewal of licenses.

(11) In addition to a disassociated person, eject or exclude or authorize the ejection or exclusion of a person from a casino if the person violates the provisions of this chapter, rules promulgated by the board, or final orders of the board or when the board determines that the person’s conduct or reputation is such that his or her presence within the casino gambling facilities may compromise the honesty and integrity of the gambling operations or interfere  with the orderly conduct of the gambling operations. However, the propriety of the ejection or exclusion is subject to a subsequent hearing by the board.

(12) Suspend, revoke, or restrict licenses and require the removal of a licensee or an employee of a licensee for a violation of this chapter or a rule promulgated by the board or for engaging in a fraudulent practice, and impose civil penalties pursuant to the provisions of this chapter.

(13) Disqualify a person in accordance with the applicable provisions of this chapter.  

(14) In addition to the authority provided under subsection (12), revoke or suspend a casino enterprise license or impose any other disciplinary action for any of the following reasons:

(i) The casino enterprise licensee has violated the provisions of chapter 2 of title 3 or rules promulgated pursuant to this chapter. 

(ii) At any time the licensee no longer meets the eligibility requirements or suitability determination by the board for a casino enterprise license under this chapter.

(iii) The failure to revoke or suspend the license would undermine the public’s confidence in the Rhode Island gaming industry.

(15) Conduct periodic compliance or special or focused audits of casinos authorized under this chapter. Said audits may be conducted by state agency personnel or private sector audit firms and shall be in addition to annual financial audits conducted by certified public accountant firms.

(16) Establish minimum levels of insurance to be maintained by licensees. 

(17) Delegate the execution of any of its powers under this chapter for the purpose of administering and enforcing this chapter and the rules promulgated by the board. This subdivision does not apply to the granting of casino enterprise licenses under this chapter. 

(18) Perform a background check, at the vendor’s expense, of any vendor using the same standards that the board uses in determining whether to grant a supplier’s license. 

(19) Review the business practices of a casino enterprise licensee including, but not limited to, the price and quality of goods and services offered to patrons and take disciplinary action as the board considers appropriate to prevent practices that undermine the public’s confidence in the Rhode Island gaming industry.

(20) Review a licensee if that licensee is under review or is otherwise subject to discipline by a regulatory body in any other jurisdiction for a violation of a gambling law or regulation in that jurisdiction. 

(21) Take any other action as may be reasonable or appropriate to enforce this chapter and rules promulgated by the board.

(b) The board may seek and shall receive the cooperation and assistance of the department of state police and department of attorney general in conducting background investigations of applicants and in fulfilling its responsibilities under this chapter. 

(c) The board shall establish, issue and promulgate rules and regulations pertaining to any or all matters within the board’s jurisdiction, in accordance with the provisions of the state administrative procedures act, chapter 35 of title 42.    

41-9.1-7. Appropriation - Reimbursement. - -  There is appropriated for the fiscal year 2004 a sum sufficient to fund the operations of the board. This appropriation shall be reimbursed by the casino enterprise licensee licensed under this chapter. The amount owing from such licensee shall be paid to the state treasurer and deposited into the general fund no later then the first (1st) day on which such casino opens for operation. Operations of the board during subsequent fiscal years shall be funded by the fees paid by licensees and suppliers pursuant to the provisions of this chapter.   
41-9.1-8. Casino gaming authorized. - -  (a) Casino gaming is authorized at a single gambling facility in the state of Rhode Island to the extent that it is conducted in accordance with this chapter.

(b)  This chapter does not apply to any of the following:

(1) The pari-mutuel system of wagering used or intended to be used in connection with race meetings as authorized under chapters 3.1 and 4 of title 41.

(2) Lottery games authorized under chapters 61 and 61.2 of title 42; including, without limitation, video lottery terminals located at Newport Grand Jai Alai and Lincoln Greyhound Park.

(3) Bingo.

(4) The pari-mutuel system of wagering used or intended to be used in connection with jai alai as authorized under chapter 7 of title 41.

 (5) Recreational card playing, bowling, redemption games, and occasional promotional activities.

(c) Any other law that is inconsistent with this chapter does not apply to casino gaming as provided for by this chapter. 

(d) This chapter and rules promulgated by the board shall apply to all persons who are licensed or who otherwise participate in gaming under this chapter.

41-9.1-9. Application for license – Competitive sealed bidding and public auction  of award of license. - - (a) Within sixty (60) days after the approval of this act by a majority of the electors of the State of Rhode Island as provided in Section 3 hereof, a person may apply to the board for a casino enterprise license to conduct a casino gambling operation as provided in this act. The application shall be made under oath on forms provided by the board. The Board will consider, in ranking or evaluating competing applications, the responsiveness, thoroughness, and appropriateness of an applicant’s coverage of the following dimensions of impacts of their proposed development: the quantification of the economic development potential of expanded gambling, including predictions of the positive and negative economic impacts of the proposed development; and the quantification of economic costs and benefits that have diverse impacts on governmental jurisdictions, communities, and individuals. The application  shall contain information as prescribed by the board, including, but not limited to, all of the following:

 (1) The identity of every person having a greater than one percent (1%) direct or indirect pecuniary interest in the applicant with respect to which the license is sought. If the disclosed entity is a trust, the application shall disclose the names, addresses, birth dates and social security numbers of the beneficiaries; if a corporation, the names, addresses, birth dates and social security numbers of all stockholders and directors; if a partnership, the names addresses, birth dates and social security numbers of all partners, both general and limited; if a limited liability company, the names, addresses, birth dates and social security numbers of all members.

(2) An identification of any business, including, if applicable, the state of incorporation or registration, in which an applicant or an applicant’s spouse, parent, or child has an equity interest of more than five percent (5%). If an applicant is a corporation, partnership, or other business entity, the applicant shall identify any other corporation, partnership, or other business entity in which it has an equity interest of five percent (5%) or more; including, if applicable, the state of incorporation or registration. An applicant can comply with this subdivision by filing a copy of the applicant’s registration with the securities exchange commission if the registration contains the information required by this subsection.

(3) Whether an applicant has been indicted, charged, arrested, convicted, pleaded guilty or nolo contendere, forfeited bail concerning, or has had expunged any criminal offense under the laws of any jurisdiction, either felony or misdemeanor, not including traffic violations, regardless of whether the offense has been expunged, pardoned, or reversed on appeal or otherwise, including the date, the name and location of the court, arresting agency and prosecuting agency, the case caption, the docket number, the offense, the disposition, and the location and length of incarceration.

(4) Whether an applicant has ever applied for or has been granted any license or certificate issued by a licensing authority within this state or any other jurisdiction  that  has been denied, restricted, suspended, revoked, or not renewed, and a statement describing the facts and circumstances concerning the application, denial, restriction, suspension, revocation, or nonrenewal, including the licensing authority, the date each action was taken, and the reason for each action.   

(5) Whether an applicant has ever filed or has had filed against it a civil or administrative action or proceeding in bankruptcy or has ever been involved in any formal process to adjust, defer, suspend, or otherwise work out the payment of any debt including the date of filing, the name and location of the court, the case caption, the docket number, and the disposition.

(6) Whether an applicant has filed, or been served with, a complaint or other notice filed with any public body, regarding the delinquency in the payment of, or a dispute over the filings concerning the payment of  any tax required under federal, state, or local law, including the amount, type of tax, the taxing agency, and time periods involved.

(7) A statement listing the names and titles of all public officials or officers of any unit of government, and the spouses, parents, and children of those public officials or officers who, directly or indirectly, own any financial interest in, have any beneficial interest in, are the creditors of or hold any debt instrument issued by, or hold or have any interest in any contractual or service relationship with an applicant. As used in this subsection, the terms “public official” and “officer” do not include a person who would have to be listed solely because of his or her state or federal military service.

(8) Whether an applicant or the spouse, parent, child, or spouse of a child of an applicant has made, directly or indirectly, any political contribution, or any loans, donations, or other payments to any candidate or officeholder elected in this state or to a committee established under Rhode Island law, within five (5) years from the date of the filing of the application, including the identity of the board member, candidate, or officeholder, the date, the amount, and the method of payment.

(9) The name and business telephone number of any attorney, counsel, lobbyist agent, or any other person representing an applicant in matters before the board.

(10)  A description of any proposed or approved casino gaming operation and related casino enterprises, including the economic benefit to the community and the state, estimates of impacts on existing gaming activities in the state or prospective gaming activities  likely to be proposed in neighboring states, the direct and indirect fiscal impacts on tax receipts and outlays related to the application as they affect state and local jurisdictions, socio-economic impacts to be expected from the proposed gaming activities and proposals for mitigation, anticipated or actual number of employees, a statement from an applicant regarding compliance with federal and state affirmative action guidelines, projected or actual admission, projected or actual gross receipts, and scientific market research.

(11) Each applicant is required to provide information that will give a range of estimates of potential costs and benefits of their proposed development, to include:

(i) The number of “intra-state” facilities that will be competing for the gaming dollar.

(ii) Likely gambling expansion in neighboring states.

(iii) The proposed rate of taxation on gaming by the state and how this rate compares with existing or potential tax policy on gaming in neighboring states.

(iv) The level of compensation to be given to municipalities that are hosting the proposed expanded gaming activity.

(v) The level or rate of compensation to the state to fund the establishment of compulsive and addictive gambling treatment.

 (vi) The impact of the applicant’s proposed development on existing video lottery terminals (VLT) revenue to the state, both during the initial phase when the gaming establishment is first opened and annually during its first five (5) years of operation.

(vii) Prevalence of problem and pathological gambling including: personal impacts, family impacts, work and employment impacts, financial impacts, and legal impacts.

(12) Financial information in the manner and form prescribed by the board.

(b) Information provided on the application shall be used as a basis for a thorough background investigation which the board shall conduct on each applicant. A false or incomplete application is cause for denial of a license by the board.

(c) Applicants shall consent in writing to being subject to the inspections, searches, and seizures provided for in this chapter and to disclosure to the board and its agents of otherwise confidential records, including tax records held by any federal, state, or local agency, or credit bureau or financial institution, while applying for or holding a license under this chapter.     

(d) A nonrefundable application fee of fifty thousand dollars ($50,000) shall be paid at the time of filing to defray the costs associated with the background investigation conducted by the board.  If the costs of the investigation exceed fifty thousand dollars ($50,000), the applicant shall pay the additional amount to the board.

(e) After completion of its investigation as to an applicant's fitness and qualifications to apply for a casino enterprise license, the board shall notify each such applicant, in writing, whether such application has met the preliminary qualifications to bid for such license.  The board may preliminarily qualify any applicant to bid for a casino enterprise license who applies for a license, who pays the required nonrefundable application fee, and who the board determines is eligible and suitable to receive a casino enterprise license under this chapter and the rules promulgated by the board.  It is the burden of the applicant to establish by clear and convincing evidence its suitability as to character; reputation; integrity; business probity, experience, and ability; financial ability and responsibility; and other criteria as may be considered appropriate by the board.  The criteria considered appropriate by the board shall not be arbitrary, capricious, or contradictory to the expressed provisions of this chapter.  The board shall complete its preliminary review of each applicant's qualifications within one hundred twenty (120) days after the approval of this  act by the electors of the state as provided in Section 3 hereof.

(f) If in the review of a submitted application the board identifies a deficiency that would require denial, the board shall notify the applicant in writing of the deficiency.  The board shall provide the applicant a reasonable opportunity to correct the deficiency, but the board shall not be required to extend the one hundred twenty (120) day preliminary qualification period.

(g) The process for the issuance of an authorized license shall be by competitive sealed bidding followed by a public auction.  Within ten (10) days after the expiration of the preliminary qualification period, the board shall submit invitations to bid, on forms established by the board, to all qualified applicants.  The invitation to bid shall state the date for submission of the bid, not to exceed thirty (30) days after the close of the preliminary qualification period, and shall specify the information required by the board in connection with the bid; including, but not limited to the dollar amount of the applicant's bid.  Bids shall be opened publicly at the time and place designated in the invitation for bids.  Each bid, together with the name of the bidder, shall be recorded and an abstract made available for public inspection.  Subsequent to the awarding of the bid, all documents pertinent to the awarding of the bid shall be made available and open to public inspection and retained in the bid file.

(h) The successful bidder shall be the qualified, responsive, and responsible bidder whose bid is the highest bid price at a public auction conducted by the board or by its designee at a date designated by the board which is not later than ten (10) days after the date on which the sealed bids are opened.  Bid terms shall include, but not be limited to, a proposed licensee fee, a proposed revenue sharing formula relative to adjusted gross receipts from gaming, provisions to safeguard the state from a reduction in revenues generated by existing gaming revenues, and reimbursement to the state to maintain an appropriate  presence at any casino gaming facility.  The applicants who submitted the three (3) highest sealed responsible bids shall have the option to participate in the public auction.  The board shall notify the three (3) highest responsible bidders with reasonable promptness by written notice.  The opening bid at the public auction shall be no less than the amount of the highest responsible sealed bid.

(i) Bidders shall provide bid surety.  The correction or withdrawal of bids may be allowed only to the extent permitted by regulations issued by the board.

41-9.1-10. Exclusive right of successful bidder to secure development agreement – Payment of rights negotiation fee. – (a) Upon determination of the successful bid at the public auction, the successful bidder shall pay a nonrefundable fee equal to five percent (5%) of its bid for the exclusive right to secure, for a period of one hundred eighty (180) days after the date of the auction (the "exclusive rights negotiation period"), a development agreement with a municipality, as defined in this chapter.

(b) During the exclusive rights negotiation period, the successful bidder shall have the exclusive right to enter into a development agreement with the municipality in which the casino enterprise will be located.  In connection with such development agreement, the successful bidder shall obtain approval by the municipality of the location of the casino; a payment in lieu of property taxes or similar tax stabilization agreement; zoning, land use and site plan approvals; agreements as to utility connection fees and infrastructure improvements, reimbursement for predevelopment and infrastructure costs, traffic engineering, and other transportation costs; noise control, lighting design and screening, and public safety; trash removal; approval of plans for completion of destination attractions either within or outside the casino facility; and ancillary development rights. 

(c) The successful bidder must ultimately demonstrate to the host community and the board that it has obtained site control in relation to a casino enterprise site that will allow for development of a destination-style casino enterprise upon which all of the facets of a casino enterprise, as that term is defined in this chapter, can be developed, including casino, entertainment, hotel, retail and recreation venues.  Accordingly, the selected site shall demonstrate the following location criteria:

(1) The area will be adequate in size to accommodate all such facets of a casino enterprise, including necessary infrastructure and parking;

(2) Frontage on an interstate highway to allow all such facets of the casino enterprise to be located on an interstate highway and to provide for ingress and egress solely from an interstate highway; and

(3) Existing utility infrastructure to support such development.

(d) Immediately upon obtaining the certified development agreement with a municipality, the successful bidder shall submit to the board any certified development agreements and documents, certifications, resolutions, and letters of support from the governing body that represents the municipality in which the applicant proposes to operate a casino.  The board shall thereafter review the certified, development agreement; including, without limitation, all conclusions and findings of fact made by the municipality to confirm that it complies with and satisfies all applicable provisions of this chapter and any rules and regulations promulgated hereunder; specifically including, but not limited to, provisions pertaining to the adequacy of the proposed site and ingress and egress therefrom. In the event of any deficiency in the development agreement, the board shall afford the successful bidder a reasonable opportunity to cure such deficiency.

(e) In the event that the successful bidder is unable, within one hundred eighty (180) days after receipt of notice of its successful bid, to secure an appropriate certified development agreement as confirmed  by the board, the successful bidder's exclusive negotiation rights shall expire and lapse, and the board shall, at its election, (1) require the submission of new applications and/or bids as provided within this chapter, or (2) notify the next highest qualified bidder of its right to proceed with exclusive development agreement negotiation rights, as set forth in this section.

(f) The board may extend the exclusive rights negotiation period of a successful bidder at the board's sole discretion upon the written request of the successful bidder for one (1) period not to exceed sixty (60) days.

(g) In the event that a successful bidder is unable, within three (3) years after award of the initial exclusive negotiation rights, to secure an appropriate development agreement, as confirmed by the board, then this chapter shall cease to have effect, shall become null and void, and the board shall dissolve, unless the provisions of this chapter are extended by the general assembly on such terms as are acceptable to the general assembly.

41-9.1-11. Local referendum election. – (a) Upon the timely submission to the board of an appropriate certified development agreement, approval of the proposed gambling facility shall be submitted to the electors of the municipality for their approval or rejection at a special local referendum, as required by article 6, section 22 of the Rhode Island Constitution, such special local referendum to take place within ninety (90) days after submission of the appropriate certified development agreement.  The results of such special local referendum shall be certified forthwith to the board by the local board of canvassers of the municipality voting thereon.

(b) In the event that the municipality shall approve the proposed gambling facility at such special local referendum, the board shall issue the casino enterprise license to the successful bidder upon payment of the outstanding balance of the successful bid.  Such bid amount shall be deposited into the general funds of the state.

(c) In the event that the municipality shall not approve the proposed gambling facility at such special local referendum, the board shall notify the successful bidder that it shall have an additional one hundred eighty (180) day exclusive rights negotiation period to secure a development agreement with another municipality.

(d) No license shall issue under this chapter until the proposed gambling facility has been approved by a special local referendum.

(e) Any casino enterprise license issued pursuant to this chapter shall be valid for a period of one (1) year.  The licensee may apply for renewal of the license no later than ninety (90) days prior to the expiration of the existing license.  Any such application for renewal shall be accompanied by any and all information required by the board pursuant to the rules and regulations promulgated by the board and a renewal fee in the amount of one million dollars ($1,000,000).  The renewal fee shall be paid to the board and used to fund the operations of the board.  A casino enterprise licensee may only transfer the licenses upon approval by the board.  In the event that the majority of voters approve by special referendum the issuance of a casino enterprise, the State of Rhode Island shall issue no further casino enterprise licenses.

41-9.1-12. Wagering tax – Casino enterprise tax and rates – Payments to municipality. – (a) A wagering tax shall be imposed on the adjusted gross receipts received by the casino enterprise licensee from gaming authorized under this chapter at the rate set forth by the successful casino enterprise licensee bid, but in no event less than a rate of forty percent (40%) of adjusted gross receipts received from gaming.  The state shall pay to the municipality in which the casino is located, seven and one-half percent (7.5%) of the wagering tax amounts collected by the state.

(b) All other sales and transactions taking place within the casino enterprise that are otherwise subject to taxation under the laws of this state shall be subject to an eight (8%) percent casino enterprise tax.

(c) There shall be no state tax incentives given nor any employer tax credits allowed to a casino enterprise licensee.

41-9.1-13. Use of gaming and casino enterprise revenue. – (a) Except as specifically provided under this section, the wagering tax, casino enterprise tax, plus all other fees, fines, and charges imposed by the state, shall be deposited into a restricted  account of the State of Rhode Island. The taxes shall be remitted daily by the holder of the casino enterprise license to the general treasurer by an electronic wire transfer of funds.  The state shall remit the host municipality's portion of a wagering tax on a month basis by the method chosen by the general treasure of the state.

(b) Revenues generated by the wagering and casino enterprise taxes shall then be utilized to fund the board's enforcement of this chapter.  All remaining revenues shall be deposited in the general fund of the state.

41-9.1-14. Board oversight of construction of facility. – (a) Upon  the issuance of a license as provided in this chapter, the board shall oversee the construction of the proposed gambling facility to insure that such construction complies with all applicable provisions of this chapter, any regulations promulgated thereunder, and applicable state and local law, as well as with all provisions of the development agreement.

(b) No gambling facility licensed under this chapter shall open for operation until final approval of the board and all appropriate state agencies has first been obtained.

41-9.1-15. Promulgation of operational rules and regulations. – Upon the licensing of a gambling facility under the provisions of this chapter, the board shall have authority to issue such regulations as it deems appropriate pertaining to the operation and management of the facility, the hiring of employees thereof, the establishment of compulsive gambling treatment programs, the conduct of gaming, electronic funds transfer terminals, audits, annual reports, prohibited conduct, and such other matters as the board shall determine.

41-9.1-16. Supplier's licenses. – (a) The board may issue a supplier's license to a person who applies for a license and pays a nonrefundable application fee set by the board, if the board determines that the applicant is eligible and suitable for a supplier's license and the applicant pays a five thousand dollar ($5,000) annual license fee.  It is the burden of the applicant to establish by clear and convincing evidence its suitability as to integrity, moral character, and reputation; personal and business probity; financial ability and experience; responsibility; and other criteria considered appropriate by the board.  All applications shall be made under oath.

(b) A person who holds a supplier's license is authorized to sell or lease, and to contract to sell or lease, equipment and supplies to the gambling facility licensee involved in the ownership or management of gambling operations.

(c) Gambling supplies and equipment shall not be distributed unless supplies and equipment conform to standards adopted in rules promulgated by the board.

(d) An applicant is ineligible to receive a supplier's licenses if any of the following circumstances exist:

(1) The applicant has been convicted of a felony under the laws of this state, any  other state, or the United States.

(2) The applicant has been convicted of a misdemeanor involving gambling, theft, fraud, or dishonesty in any state or local ordinance in any state involving gambling, dishonesty, theft, or fraud that substantially corresponds to a misdemeanor in that state.

(3) The applicant has submitted an application for license under this chapter which contains false information.

(4) The applicant is a member of the board.

(5) The applicant owns more than a ten percent (10%) ownership interest in any entity holding a casino enterprise license issued under this chapter.

(6) The board concludes that the applicant lacks the requisite suitability as to integrity, moral character, and reputation; personal and business probity; financial ability and experience; and responsibility.

(7) The applicant fails to meet other criteria considered appropriate by the board. The criteria considered appropriate by the board shall not be arbitrary, capricious, or contradictory to the expressed provisions of this chapter.

(e) In determining whether to grant a supplier's license to an applicant, the board shall consider all of the following:

(1) The applicant's past and present compliance with casino licensing requirements of this state or any other jurisdiction pertaining to casino gaming or any other regulated activities.

(2) The integrity, moral character, and reputation; personal and business probity; financial ability and experience; and responsibility of the applicant or an affiliate of the applicant.

(3) Whether the applicant has been indicted, charged, arrested, convicted, pleaded guilty or nolo contendere, forfeited bail concerning, or had expunged any criminal offense under the laws of any jurisdiction, either felony or misdemeanor, not including traffic violations, regardless of whether the offense has been expunged, pardoned, or reversed on appeal or otherwise.

(4) Whether the applicant has filed, or has had filed against it, a proceeding for bankruptcy or has ever been involved in any formal process to adjust, defer, suspend, or otherwise work out the payment of any debt.  

(5) Whether the applicant has been served with a complaint or other notice filed with any public body regarding a payment of any tax required under federal, state or local law that has been delinquent for one (1) or more years.

(6) Whether the applicant has a history of noncompliance with the casino licensing requirements of any jurisdiction.

(7) Whether the applicant has a history of noncompliance with any regulatory requirements in this state or any other jurisdiction.

(8) Whether at the time of application the applicant is a defendant in litigation involving its business practices.

(9) Whether awarding a license to an applicant would undermine the public's confidence in casino gambling in Rhode Island.

(10) Whether the applicant meets other standards for the issuance of a supplier's license that the board may promulgate by rule.  The rules promulgated under this subsection shall not be arbitrary, capricious or contradictory to the expressed provisions of this chapter.

(f) Any person, including a junket enterprise, that supplies equipment, devices, supplies or services to a licensed casino shall first obtain a supplier's license.  A supplier shall furnish to the board a list of all equipment, devices and supplies offered for sale or lease to casino enterprise licensees licensed under this chapter.

(g) A supplier shall keep books and records of its business activities with a casino operator, including its furnishing of equipment, inventory, devices, supplies and services to gambling operations separate and distinct from any other business that the supplier might operate.  A supplier shall file a quarterly return with the board listing all sales, leases and services.  A supplier shall permanently affix its name to all its equipment, devices and supplies for gambling operations.  Any supplier's equipment, devices or supplies that are used by any person in an unauthorized gambling operation shall be forfeited to the state.

(h) A casino enterprise licensee who owns its own equipment, devices and supplies is not required to obtain a supplier's license.

(i) Any gambling equipment, devices and supplies provided by any licensed supplier may be either repaired in the casino or removed from the casino to a licensed area.

(j) A license shall be issued for a one (1) year period.  All licenses are renewable annually upon payment of the license fee and the transmittal to the board of an annual report to include information required under rules promulgated by the board.

(k) All applicants and licensees shall consent to inspections, searches and seizures provided for in this chapter and to the disclosure to the board and its agents of confidential records, including tax records, held by any federal, state or local agency, credit bureau, or financial institution and to provide handwriting exemplars, photographs, fingerprints and information as authorized in this chapter and in rules promulgated by the board.

(l) Applicants and licensees shall be under a continuing duty to provide information requested by the board and to cooperate in any investigation, inquiry or hearing conducted by the board.

(m) Failure to provide information requested by the board to assist in any investigation, inquiry or hearing of the board, or failure to comply with the provisions of this chapter or rules promulgated by the board, may result in denial, suspension or upon reasonable notice, revocation of a license.

(n) All fees paid pursuant to this section shall be paid to the board and used by the board for operating expenses.
41-9.1-17. Background check on prospective employee. – Subject to the laws of this state, prior to hiring a prospective employee, the holder of a casino enterprise license shall conduct a nationwide background check with fingerprints of the prospective employee to determine whether the prospective employee has had any criminal convictions or has any pending criminal charges at the time he or she submits an application for employment.
41-9.1-18. License as revocable privilege – Rights, limitations and prohibitions – Revocation and suspension – Penalties for violation. – (a) A license issued under this chapter is a revocable privilege granted by the state dependent upon the licensee's compliance with this chapter and rules promulgated hereunder and is not a property right.  Granting a license under this chapter does not create or vest any right, title, franchise or other property interest.  Such license is exclusive to the licensee, and a licensee or any other person shall apply for and receive the board's approval before a license is transferred, sold or purchased, or before a voting trust agreement or other similar agreement is established with respect to the license.  A licensee or any other person shall not lease, pledge, or borrow, or loan money against a license.  The attempted transfer, sale or other conveyance of an interest in a license without prior board approval is grounds for suspension or revocation of the license, or other sanctions considered appropriate by the board. In the event of a transfer, sale or other conveyance of a license ordered by a court of competent jurisdiction in connection with a bankruptcy, receivership or other like proceeding, the board shall have the right to approve any proposed transferee pursuant to the requirements of this chapter.

(b) The board may upon its own motion, and shall, upon the verified complaint, in writing, of any person initiating a cause under this chapter, ascertain the facts and, if warranted, hold a hearing for the nonrenewal, suspension or revocation of a license.  The board shall have the power to suspend or revoke a license or place a licensee on probation where the license has been obtained by false representation, or by fraudulent act or conduct, or where a licensee violates any of the provisions of this chapter.

(c) In addition to the nonrenewal, revocation or suspension of a license, the board is authorized to levy an administrative penalty not exceeding the greater of: (1) five hundred thousand dollars ($500,000) or (2) two hundred percent (200%) of the amount unreported or underreported for any violation of the reporting requirements of this chapter and/or the rules and regulations promulgated by the board.  For violations of the chapter and/or the rules promulgated by the board other than reporting requirements, the board may levy administrative penalties of up to five thousand dollars ($5,000) against individuals and up to ten thousand dollars ($10,000) or an amount equal to the daily gross receipts on the date of the violation, whichever is greater, against casino enterprise licensees for each such violation.

(d)(1) Except as provided in subsection (e) below, before refusing to renew, suspending or revoking a license on its own motion, the board shall notify the licensee of its intended action and the grounds for the action.  The licensee may, within twenty (20) days, file with the board, in triplicate, a request for a hearing stating his or her answer to the grounds specified in the notification.  The board shall consider the answer and set a date for a hearing, notifying the licensee of the date at least twenty (20) days prior to the hearing date.

(2) Before refusing to renew, suspending or revoking an existing license upon the verified written complaint of any person stating a violation of this chapter, the board shall, in writing, notify the licensee of its receipt of the complaint, enclosing a copy of the complaint.  The licensee shall, within twenty (20) days, file with the department, in quadruplicate, his or her answer to the complainant or complainants.

(3) The board shall transmit a copy of the answer to the complainant or complainants with the scheduled date, time and place for  hearing at least twenty (20) days prior to the hearing date.

(4) All notices and answers required or authorized to be made or filed under this section may be served or filed personally, or by certified mail to the last known business address of the addressee.  If served personally, the time runs from the date of service; if by registered mail, from the postmarked date of the letter enclosing the document.

(5) Hearings are subject to chapter 46 of title 42, entitled “open meetings”, and the licensee has an opportunity to be heard in person or by counsel.  The board shall render a decision on any application or complaint within sixty (60) days after the final hearing in the matter and shall immediately notify the parties to the proceedings, in writing, of its ruling, order or decision.  In the event the matter contained in the complaint has been filed or made part of a case pending in any court of this state, the board may then withhold its decision until the court action has been concluded.  Hearings are held in accordance with rules promulgated by the board in conformity with state and federal law.

(e) The board may suspend a casino enterprise license, without notice or hearing, upon a determination that the safety or health of patrons or employees is jeopardized by continuing a casino's operation.  If the board suspends a license under this subsection without notice or hearing, a prompt post-suspension hearing shall be held in accordance with subsection (d) to determine if the suspension should remain in effect.  The suspension may remain in effect until the board determines that the cause for suspension has been abated.  The board may revoke the casino enterprise license upon a determination that the owner has not made satisfactory progress toward abating the hazard.

(f)(1) The board is authorized and empowered to issue subpoenas for the attendance of witnesses and the production of records or documents.  The process issued by the board may extend to all parts of the state, and the process may be served by any person designated by the board.  The person serving that process shall receive any compensation that is allowed by the board, not to exceed the fee prescribed by law for similar services.  All witnesses subpoenaed who appear in any proceedings before the board shall receive the same fees and mileage allowances allowed by law, and all those fees and allowances are taxed as part of the costs of the proceedings.

(2) Where, in any proceeding before the board, any witness fails or refuses to attend upon subpoena issued by the board, or refuses to testify, or refuses to produce any records or documents the production of which is called for by the subpoena, the attendance of the witness and the giving of his or her testimony and the production of the documents and records shall be enforced by any court of competent jurisdiction of this state in the same manner as are enforced  the attendance, testimony of witnesses and production of records in civil cases in the courts of this state.

(g) The procedures of the administrative procedures act, chapter 35 or title 42, and all amendments and modifications to that act and the rules adopted pursuant to the act, apply to and govern all proceedings for the judicial review of final administrative decisions of the board. Any party aggrieved by a final administrative decision of the board may seek review of that decision in the superior court of the county of his or her residence, if a natural person, or the county in which the aggrieved party maintains a place of business, if other than a natural person.

(h) Any person aggrieved has the right of appeal from any adverse ruling, order or decision of the board to a court of competent jurisdiction in the county where the hearing was held within thirty (30) days from the service of notice of the action of the board upon the parties to the hearing.

(i) Notice of appeal is filed in the office of the clerk of the court, which shall issue a writ of certiorari directed to the board, commanding it, within fifteen (15) days after service of the writ, to certify to the court its entire record in the matter in which the appeal has been taken.  The appeal shall be heard, in due course, by the court, which shall review the record and, after a hearing on the matter, make its determination of the cause.

(j) A final administrative decision of the board shall not become effective until time for appeal has expired.  If an appeal is taken, it shall not act as a stay of decision unless the court so directs.

(k) Any person taking an appeal shall post a bond in the amount of fifty thousand dollars ($50,000) for the payment of any costs, fees and expenses which may be assessed against him or her.

(l) In the event of a suspension or revocation of a license, the board may take such action as is necessary to continue the daily operation of the casino until the reinstatement of the license, in the case of a suspension, or the approval of a replacement licensee in accordance with the approval process contained in this chapter in the case of a revocation.

(m) In addition to violations to this chapter by a licensee, upon the termination of a development agreement between a casino enterprise licensee and the municipality in which the casino is located, the board, upon the request of the municipality, may revoke the licensee's casino enterprise license.

41-9.1-19. Bond – Posting – Cancellation – Limitation. --  Before a casino license is issued, the licensee shall post a bond in the sum of one million dollars ($1,000,000) to the state. The bond shall be used to guarantee that the licensee faithfully makes the payments, keeps his or her books and records, makes reports, and conducts his or her casino gaming in conformity with this chapter and the rules promulgated by the board. The bond shall not be canceled by a surety on less than thirty (30) days’ notice in writing to the board. If a bond is canceled and the licensee fails to file a new bond with the board in the required amount on or before the effective date of cancellation, the licensee’s license shall be revoked. The total and aggregate liability of the surety on the bond is limited to the amount specified in the bond.

41-9.1-20. Conduct subject to civil penalty. --  In addition to other penalties provided for under this chapter, a person who conducts a gambling operation without first obtaining a license to do so, or a licensee who continues to conduct gambling games after revocation of the licensee’s license, or any licensee who conducts or allows to be conducted any unauthorized gambling games in a casino in which the licensee is authorized to conduct its gambling operation, is subject to a civil penalty equal to the amount of gross receipts derived from wagering on the gambling games, whether unauthorized or authorized, conducted on that day as well as confiscation and forfeiture of all gambling game equipment used in the conduct of unauthorized gambling games.

41-9.1-21. Property subject to seizure, confiscation, destruction, or forfeiture. – Any equipment, gambling device, money, apparatus, material of gaming, proceeds, substituted proceeds, or real or personal property used, obtained, or received in violation of this chapter shall be subject to seizure, confiscation, destruction, or forfeiture.

41-9.1-22. Prohibited conduct – Violation as felony – Violation as misdemeanor – Penalties – Presumption – Venue. – (1) A person is guilty of a felony punishable by imprisonment for not more than ten (10) years or a fine of not more than one hundred thousand dollars ($100,000), or both, and shall be barred from receiving or maintaining a license for doing any of the following:

(a) Conducting a gambling operation where wagering is used or to be used without a license issued by the board.

(b) Conducting a gambling operation where wagering is permitted other than in the manner specified pursuant to the provisions of this chapter.

(c) Knowingly making a false statement on an application for any license provided in this chapter or a written document provided under oath in support of a proposal for a development agreement.

(d) Knowingly providing false testimony to the board or its authorized representative while under oath.

(e) Willfully failing to report, pay, or truthfully account for any license fee or tax imposed by this chapter or willfully attempt in any way to evade or defeat the license fee, tax, or payment. A person convicted under this section shall also be subject to a penalty of three (3) times the amount of the licensee fee or tax not paid.

(2) A person commits a felony punishable by imprisonment for not more than ten (10) years or a fine of not more than one hundred thousand dollars ($100,000) or both, and, in addition, shall be barred for life from a gambling operation under the jurisdiction of the board if the person does any of the following:

(a) Offers, promises, or gives anything of value or benefit to a person who is connected with a licensee or affiliated company; including, but not limited to, an officer or employee of a casino licensee or holder of an occupational license pursuant to an agreement or arrangement or with the intent that the offer, promise, or thing of value or benefit will influence the actions of the person to whom the offer, promise, or gift was made in order to affect or attempt to affect the outcome of a gambling game, or to influence official action of a member of the board.

(b) Solicits or knowingly accepts or receives a promise of anything of value or benefit while the person is employed by or connected with a licensee; including, but not limited to, an officer or employee of a casino licensee or holder of an occupational license, pursuant to an understanding or arrangement or with the intent that the promise or thing of value or benefit will influence the actions of the person to affect or attempt to affect the outcome of a gambling game.

(c) Offers, promises, or gives anything of value or benefit to a member, employee, or agent of the board or an official of any state or local agency or governmental body with the intent that the offer, promise, or thing of value or benefit will influence the official action of the person to whom the offer, promise, or gift was made pertaining to a city development agreement, or administrating, licensing, regulating, or enforcing this chapter.

(d) Solicits or knowingly accepts or receives a promise of anything of value or benefit while the person is a member, employee, or agent of the board, or an official of any state or local agency or governmental body, pursuant to an understanding or arrangement or with the intent that the promise or thing of value or benefit will influence the official action of the member, employee, or agent of the board or official of the state or municipality pertaining to a municipal development agreement, or enforcing this act.

(e) Except as otherwise provided by the board, uses or possesses with the intent to use a device to assist in doing any of the following:

(i) Projecting the outcome of a gambling game.

(ii) Keeping track of the cards played in a gambling game.

(iii) Analyzing the probability of the occurrence of an event relating to a gambling game.

(iv) Analyzing the strategy for playing or betting to be used in a gambling game.

(f) Cheats at a gambling game.

(g) Manufactures, sells, or distributes cards, chips, dice, a game, or a device that is intended to be used to violate this chapter.

(h) Alters or misrepresents the outcome of a gambling game on which wagers have been made after the outcome is determined but before it is revealed to the players.

(i)_Places a bet after acquiring knowledge, not available to all players, of the outcome of the gambling game that is the subject of the bet or to aid a person in acquiring the knowledge for the purpose of placing a bet contingent on that outcome.

(j) Claims, collects, takes, or attempts to claim, collect, or take money or anything of value in or from the gambling games, with intent to defraud, without having made a water contingent on winning a gambling game, or claims, collects, or takes an amount of money or thing of value of greater value than the amount won.

(k) Uses counterfeit chips or tokens in a gambling game.

(l) Possesses a key or device designed for the purpose of opening, entering, or affecting the operation of a gambling game, drop box, or an electronic or mechanical device connected with the gambling game or for removing coins, tokens, chips, or other contents of a gambling game. This section does not apply to a gambling licensee or employee of a gambling licensee acting in furtherance of the employee’s employment.

(3) A person, or an affiliate of a person, is guilty of a misdemeanor punishable by imprisonment for not more than one (1) year  or a ten thousand dollar ($10,000) fine, or both, for doing any of the following:

(a) Knowingly making a wager if the person is under twenty-one (21) years of age or permitting a person under twenty-one (21) years to make a wager.

(b) Willfully failing to appear before or provide an item to the board at the time and place specified in a subpoena or summons issued by the board or executive director.

(c) Willfully refusing, without just cause, to testify or provide items in answer to a subpoena, subpoena duces tecum or summons issued by the board or executive director.

(d) Conducting or permitting a person who is not licensed pursuant to this chapter to conduct activities required to be licensed under the casino, occupational, and suppliers licensee provisions in this chapter or in rules promulgated by the board.

(e) Leasing, pledging, borrowing, or loaning money against a casino, supplier, or occupational license.

(4) The possession of more than one (1) of the devices described in subsection (2)(e) permits a rebuttable presumption that the possessor intended to use the devices for cheating.

41-9.1-23. Sale of alcoholic beverages. – Alcoholic beverages shall only be sold or distributed in a casino pursuant to chapter 2 of title 3.               
SECTION 3.  Special Referendum Election. Pursuant to the terms of Article 6, Section 22 of the Rhode Island Constitution  and Section 17-5-1.1, the General Assembly hereby submits to all of the electors of the state, at a special referendum election to take place on November 4, 2003, the question of whether to approve the issuance of a casino enterprise license, in accordance with the provisions of this act, for the establishment and operation of a single casino gambling facility within the State of  Rhode Island. In the event that the majority of said electors shall approve said question, then the licensing, local approval, and operation of said casino enterprise shall be in accordance with the provisions of this act.

SECTION 4. Effective Date. This Section and Section 3 of this act shall take effect upon passage. The remaining sections of the act shall take effect upon certification by the secretary of state that a majority of the qualified electors voting in the special statewide referendum election have voted in the affirmative to approve the referendum authorized under Section 3, provided, however, that no casino gambling license may issue, nor may any expansion of the permitted types of gambling in the state occur, until the majority of those electors voting in the municipality in which the proposed gambling would be allowed, have approved the proposed gambling facility.

EXPLANATION
BY THE LEGISLATIVE COUNCIL
OF

A N   A C T

RELATING TO SPORTS, RACING, AND ATHLETICS -- ESTABLISHMENT AND EXTENSION OF GAMBLING ACTIVITIES AND OTHER FACILITIES

This act would establish, pursuant to voter referendum, casino gambling within the state of Rhode Island, and would provide the mechanism for licensing, regulating, and enforcing this enterprise.

Sections 3 and 4 of this act would take effect upon passage. The remainder of the act would take effect upon the approval of the voters at a special statewide referendum election to be held on November 4, 2003.
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VII. Summary Report of Hearings by Subject

A. Governance and Regulatory Testimony

1.  Salient Points

Governance and regulatory issues probably evoked as much agreement among speakers as any other topic before the commission. Speakers generally concluded that a governance body should be: 

· Independent and powerful.

· Financed by revenue from gaming. 

· Equipped to address problem gambling issues. 

· Clearly defined. 

2.  Testimony Highlights

Witnesses testifying about additional regulatory and administrative needs if a full casino were allowed in the state favored a strong regulatory agency, broad-based, independent and financed by revenues from gaming.  Speakers also cautioned that any problem gambling issues must be addressed.

Alan Rachles, partner in Crowe Chizek, a national consulting and accounting firm, urged stringent licensing requirements for owner/operators and regulation to ensure the propriety of suppliers and casino employees.  (His Jan. 22 testimony begins on page 8 on the Commission’s website: www.rilin.state.ri.us.)

Enabling legislation should create a regulatory body and stipulate the number of members and duties, he said.  He recommended parameters be set on minimum legal age, permissible games, wagering amounts and types (cash, cashless, credit cards or a combination), operating hours and calendar. 

Areas immediately affected should be represented on such a commission, he said, but a statewide presence is also desirable.  Indiana, which has had hardly any scandal with its riverboat casinos, requires one commissioner to be from law enforcement, another a CPA and a third an attorney, he said, and most states balance political party affiliation.  Legislation should define the appointing power for the commission, Mr. Rachles said, whether it be the governor, the legislature or a combination.  He also recommended “ … setting up a procedure for commission staff and how they're going to be funded.’’ 

He offered this profile of a gaming industry watchdog: 

``The regulatory body should be conducting the licensing itself, the renewal process, investigating applicants and the applicant's licensees for suitability, investigating alleged rule violations, administering and enforcement disciplinary actions, collecting reimbursement by licensees of all administrative or enforcement costs and then putting out an annual report every year.’’

He urged adoption of high standards and said that most casinos welcome them because it excludes questionable vendors or workers and takes a lot of pressure off the casino.  In Indiana, he said, the commission held hearings, listened to vendors, casinos and the public, promulgated regulations, gave the public a chance to comment on them, then ratified its rules. 

Dr. Robert Breen, a licensed clinical psychologist, head of the Rhode Island Council on Addictions and clinical director of the Rhode Island Gambling Treatment Program at Rhode Island Hospital’s Department of Outpatient Psychiatry, advocated several preconditions before any expansion of gaming is allowed.  (His Oct. 2 comments are available on www.rilin.state.ri.us, beginning on page 4.)

He called for a professional, full-time regulatory office with carte blanche to inspect all procedures and complaints and unilateral authority to levy fines or suspend a casino license for repeated offenses.  

He proposed a card system to gain entry that would allow the tracking of any player’s losses and playing time, and professional mental health liaisons on the premises to approach gamblers who regularly play for hours at a time and make numerous trips to the cash machine.  He would mandate that responsible gambling software be added to VLTs to warn players about the amounts they might be losing and the time spent gambling.  He would also bar gaming employees from gambling, severely limit cash machine access and check cashing and mandate an open door policy for state or federally funded research on site. 

A Responsible Gambling program should be a condition of licensure, said Keith Whyte, executive director of the National Council on Problem Gambling, and public statistics should be maintained and periodically reviewed.  (The full text of his comments at the Sept. 24 meeting is available on the commission website www.rilin.state.ri.us and begins at page 4.)

``We believe that a public/private partnership, the Rhode Island Council, other non-profit advocates can work well with government in developing standards and regulation,’’ he said. 

William R. Eadington, director of the Institute for the Study of Gambling and Commercial Gaming at the University of Nevada, Reno told commissioners that Illinois and Louisiana have had problems with their legislation but there are numerous instances in which gaming industries are well accepted in the community, provide good jobs and are good corporate citizens. Government should pay particular heed to problem gambling in addressing any expansion, he said. 

(A full account of his testimony is available on the commission website www.rilin.state.ri.us and begins on page 2 of the transcript of the Feb. 12 hearing.)

Edward J. Slattery of Lincoln recommended abolishing the current Lottery Commission and putting administrative functions under the Department of Business Regulation or possibly the Treasurer’s Office.  (His comments are available on www.rilin.state.ri.us, beginning on Page 3 of the Jan. 22 hearing.) 

He is a former member of the Lottery Commission, he said, and its members do a good job, but the body has outlived its usefulness and there is no need for such additional layers of bureaucracy.

Former Gov. Bruce Sundlun recounted how in 1990 he realized that Rhode Island had no skill on regulating a casino, so he called his friend Bob Miller, then governor of Nevada, who sent three top Nevada regulators to Rhode Island for up to a month. They wrote a proposed casino regulatory act, Sundlun said, that was reviewed by his counsel, counsel for the Narragansett Indian Tribe and the superintendent of the Rhode Island State Police and filed in the Legislative Research Department.  He suggested some notice be given to that proposed statute, which, he said, rightfully gave the state police control in the areas of security and crime.  (His comments are available on www.rilin.state.ri.us, beginning on Page 30 of the Jan. 27 hearing transcript). 

In written testimony, Dan Bucci, CEO of Lincoln Park and Diane S. Hurley, general manager of Newport Grand Jai Alai, said that the issue cannot be decided solely by a Yes/No referendum (R.I. Constitution, Art. VI, Sec. 22). (Their comments, submitted March 7, are available on www.rilin.state.ri.us).

``The state of Rhode Island must define a comprehensive regulatory structure, operating framework and submission process prior to a referendum,’’ they said.  Lincoln Park and Newport Grand Jai Alai believe that no single group should be allowed an exclusive claim to a casino, nor should the state subsidize or finance any form of commercial casino.’’ 

In February 26 comments that are available on www.rilin.state.ri.us, beginning on page 19, Frank Fahrenkopf Jr., president and CEO of the American Gaming Association, a Washington D.C. national trade organization that represents commercial casinos, told the commission:  

``The commercial casino industry believes that the heart of having a legitimate industry is to have the toughest possible regulation with law enforcement oversight. Without tough regulation and the law enforcement oversight, you have no integrity in gaming. And that's why, for example, if you ever tried to apply for a gaming license in Nevada or New Jersey or some other jurisdictions, it's worse than getting an SEC or security clearance with the government. I mean it's tough regulation and police oversight, law enforcement oversight that provides integrity. Without it, you have nothing.’’

B. Economic Impact Testimony

1.  Salient Points

Over the course of two dozen hearings, numerous points, both pro and con, emerged about the economic and social impacts of legalized gaming. Among them were assertions that it: 

· Provides good jobs and a steady revenue stream for states. 

· Drains surrounding small businesses and disrupts peaceful communities. 

· Serves as a catalyst for rejuvenating downtrodden areas and helps neighboring businesses.  

· Shrinks affordable housing opportunities and the labor pool for other enterprises.   

· Offers the Narragansett Indian Tribe economic self-sufficiency and self-determination. 

· Preys on the poor.

· Improves job prospects for those without a college degree. 

· Can have the same kind of negative impacts on 12-13-14 year olds as alcohol and smoking.

2.  Testimony Highlights

Some depicted legalized gambling as an economic engine that offers good jobs, transforms downtrodden areas, lures tourists, fills state coffers with vital revenue and is fun to boot.

Others portrayed it as an unwelcome intruder that buffets small businesses, disrupts community life, increases crime, endangers problem gamblers and slips out of town with local funds.

Those two disparate profiles emerged over the last nine months in testimony before the Special House Commission to Study Gaming.

``Legalized and regulated casino gaming is a proven job creator, a catalyst for economic rejuvenation and a dependable source of public revenue that does not depend on asking the taxpayers for hand-outs in the form of inducements, tax abatements and major infrastructure improvements,’’ said Jan Jones, senior vice president in charge of government relations for Harrah’s.  (The Dec. 3 testimony of the former two-term mayor of Las Vegas, Nev. is available at www.rilin.state.ri.us and begins on page 6.) 

Harrah’s, which is listed in the Fortune 500, is a partner with the Narragansett Indian Tribe in a proposed casino in West Warwick.  In numerous areas in which the company operates around the country, Jones said, Harrah’s has changed the face of a community in positive ways. 

The National Gambling Impact Study report issued to Congress and the President in 1999 reaffirmed that communities close to casinos generally experience less unemployment and welfare dependence and enjoy higher per capita income, Ms. Jones said, and showed casino gaming to be an especially powerful force for improvement in economically depressed communities. 

``Tunica, Miss., which was one of the poorest counties in America with an unemployment rate of 20 percent, is now a thriving economic area where unemployment is generally below four percent,’’ she said.  The Ak-Chin Indian Reservation outside of Phoenix, Ariz. has benefited greatly from its casino, she said.  Downtown Shreveport, La., once shunned, now entertains millions of visitors, she asserted, and Joliet, Ill. officials credit Harrah’s riverboat gaming with revitalizing a crippled downtown.

While critics say gaming failed to improve the face of Atlantic City, she argued that the New Jersey legislature decided that most of the gaming revenues, nearly $400 million, would go to offset costs of prescription drugs for seniors and that has made a huge difference in the state. 

Rather than draining local businesses, she said, gaming actually increases their receipts by attracting new people who are looking for an entertainment experience not limited to a casino. 

Las Vegas, its former mayor said, has become the number one resort destination and the number one convention city in the country and half the revenues generated on the Las Vegas Strip come from restaurants, shopping centers and entertainment opportunities other than gambling. 

Dr. Gary Loveman, a former Harvard Business School professor who is now CEO of Harrah's, envisioned for the commission this 2005 scenario: Lincoln and Newport are operating with their requested expanded number of machines, a casino with 3,500 machines opens in West Warwick and Rhode Island garners about $300 million dollars in tax revenues.  By 2007, he said, that would grow to $350 million. 

The proposed casino site bears very little risk of failure, he said, because the population density surrounding it is one of the heaviest in North America.  (Available at www.rilin.state.ri.us, his Dec. 3 remarks begin formally on page 68 but are also sometimes interspersed with those of Ms. Jones above.) 

A typical Harrah's customer, he said, is over 50 years of age, visits a casino near home several times a year and loses perhaps $28 a visit.  ``This is not a business consisting of tuxedoed men and gowned ladies in gloves who gather in a Monte Carlo-like environment with enormous resources at stake,’’ he said. 

In early March, Harrah’s submitted to the commission an extensive review of potential gaming scenarios, particularly in neighboring Massachusetts, which might allow one or two full scale casinos plus slot machines at four racetracks.  Even with increased machines at the current Lincoln and Newport venues, the study said, Rhode Island would lose tax revenue to a Massachusetts with that expanded gaming profile.  

But, the study said, Rhode Island could increase its annual tax revenue by $70 million with expansion at Lincoln and Newport plus a destination casino in West Warwick.  The gaming industry company said that it based its estimates on its experience in similar markets, the environment in Rhode Island, where an estimated 33 percent of adults pursuing gaming, and on the likelihood that a destination casino could help the Ocean State recapture much of the estimated $170 million and $500 million spent by Rhode Islanders and Massachusetts residents, respectively, at the Connecticut casinos in 2001. 

Sheldon G. Adelson, chairman of the board of Las Vegas Sands, Inc., the parent company of the Venetian Resort-Hotel-Casino in Las Vegas, told the commission about his $1.5 billion ``bells and whistles’’ operation.  It has about 10,000 employees and features the world’s largest ballroom, a spa/health club, a mall, a convention center, a reproduction of Venice’s Grand Canal and the Guggenheim, Las Vegas Museum.  (His Jan. 15 testimony begins on Page 5 on the commission website www.rilin.state.ri.us.)

He suggested that about a $1 billion should be invested in a casino in this area and said that whichever state, Massachusetts or Rhode Island, legalizes casino gaming first will win the game. 

Alan Rachles, a partner with Crowe Chizek, a consulting and accounting firm, predicted that a mature West Warwick casino could provide the state with $171 million in tax revenue a year. 

His firm, the eighth largest in its specialty in the country, performs annual audits of Illinois casinos, works in the gaming field in several states and does economic and fiscal impact studies. 

(His complete testimony is available on the commission website www.rilin.state.ri.us and begins on page 9 of the Jan. 22 transcript of the hearing.)

Because of Rhode Island’s size, a casino would have a substantial impact on surrounding communities, Sen. Michael Lenihan of East Greenwich said, and legislation to mitigate effects on the host community must also include neighboring areas.  (His anti-casino comments and those of three speakers who followed him on Jan. 27 are indexed by name on the commission website www.rilin.state.ri.us.) 

Westerly Police Chief Stephen Baker said that his community, about 20 minutes from Foxwoods and a half hour from the Mohegan Sun, has become more of a 24-hour town since Foxwoods opened. 

``We have traffic throughout the night, and there's been a definite increase in the population’’ he said.  Much of that can be attributed to employees who have moved into town and work at one of the two casinos, he said, and some of them have been arrested for domestic situations. 

Nearby Stonington and North Stonington, Conn. have been heavily impacted, he said. Former two-lane roads have become four-lane highways, the chief said, and his department is often called to assist Stonington with traffic stops and in other situations.

``Although we're 20 to 30 minutes away,’’ he said, ``our services are required and I think, in some cases, overextended without any compensation by the casinos.’’

Two local councilmen also expressed misgivings. 

South Kingstown Town Councilman Jim O’Neil worried about a casino stripping away disposable dollars and Arthur Barton, president of the East Greenwich Town Council, said that a casino would undermine his town’s investment in reviving its Main Street. 

``I work actually in Norwich, Conn., close to two major casinos, and I'm not viscerally opposed to casinos,’’ Barton said.  ``But I don't see over there any benefit for the small businesses, the neighbor businesses, of having major casinos there, because their volume is too big for local businesses to provide the kinds of goods and services that you would typically find in the communities that neighbor Norwich or West Warwick.  Compounding this is a drain on the employment base. The absorption of workers by the casinos drains available talent for other businesses.  All of this, again particularly looking at my Town of East Greenwich, would have a devastating affect on the businesses that help support our community.’’ 

On the other hand, Diane Hurley of Newport Grand Jai Alai told the commission that her business maintains a payroll of $6,500,000, with most benefiting residents of Newport County.

(Her Feb. 3 testimony begins on page 26 on the commission website www.rilin.state.ri.us.)  

By statute, she said, the City of Newport gets 1 percent of the VLT share, or $647,364 in the 2000 calendar year.  With new machines in the facility she estimated that would reach $838,000 by 2004. 

Other benefits, she said, include more than $220,000 in wages to police and fire details and property taxes of $210,000 and $26,000 in taxes on jai alai proceeds to the city.  She placed the overall economic impact at $7,606,000 and said that her business employs 150 to 200 people year round.

Dr. William R. Eadington, director of the Institute for the Study of Gambling and Commercial Gaming at the University of Nevada, Reno said that if Rhode Island does expand gambling, it should look to multi-dimensional models that have made Las Vegas and the Connecticut casinos such attractions.  More than half of the revenue at most of the new Las Vegas mega casinos comes from non-gaming expenditures, he said.

``And if you are going to move in the direction of expanding casino style gaming in the state,’’ Dr. Eadington said, ``I believe that the kinds of multidimensional developments that are occurring in Las Vegas, and for that matter in many of the other more attractive gaming markets I mentioned earlier, are models that would be desirable to replicate in this state.’’ 

Those developments, which typically invest in hotels, retail, entertainment options and outdoor recreation, are less vulnerable to competition, he said, and much easier to sustain for the long term.  Attracting visitors from out of state can have substantial economic impact for an area, he said.  (A full account of his testimony is available on the commission website www.rilin.state.ri.us and begins on page 2 of the transcript of the Feb. 12 hearing.)

Studies exploring possible links between casinos and crime are clearly inconclusive, Dr. Eadington said.  You could argue that excessive gambling can lead to check fraud, theft and other criminal activities, he said, but others could counter that casinos lower unemployment, increase economic well-being and thereby reduce the propensity of people to engage in economically motivated criminal activity. 

Customers coming for a casino experience most likely will stay within a casino complex, Dr. Eadington said, and that caused considerable disappointment among older businesses in Moline, Ill., Davenport, Iowa and Biloxi, Miss., which expected casino visitors to bring widespread economic benefits. 

``I think the only way that they can have an economic boon is if they can improve the quality of their offerings so it's attractive to locals whose incomes may go up because they have better jobs and better economic resources.’’ Continuing, he said, “ … and perhaps to tourists, because they offer something outside of the casino environment that is attractive and good value for their money.  What I think it does is it puts businesses on notice that they're in a more competitive marketplace, but they still may have some hardship as part of that by-product, yes.’’ 

Jean Barry, executive director of Westerly Area Rest Meals, W.A.R.M., Inc., a 19-bed homeless shelter, soup kitchen and transitional housing facility, said that while casinos create jobs, they shrink the availability of affordable housing.  Because of the nearby casinos, rents have skyrocketed in Westerly, she said, and homeless individuals are searching longer for safe, affordable housing.  (Her Jan. 27 comments are available on the commission website www.rilin.state.ri.us and begin on page 28.)

Paulla Dove Jennings, a member of the Narragansett Indian tribal council, told the commission that for her people the casino proposal is not about money.  ``It's about survival,’’ she said.  ``It's about economic development.  It's about homes.  It's about schools.  It's about education.  It's about health.’’  (Her Aug. 20 remarks are available on the commission website www.rilin.state.ri.us and begin on page 122).

Also available on that date, beginning on page 128, is the testimony of Ernest Stevens Jr., chairman of the National Indian Gaming Association.  Throughout the country, he said, casinos are bringing self-sufficiency to Native Americans, providing them with vital schools, hospitals, roads, water, sewers and community centers.  Tribes contribute substantial tax revenues, he said, and support local charities. 

Chief Sachem Matthew Thomas told the commission that the proposed West Warwick casino would employ 2000 people and give members of his Narragansett Indian Tribe economic self-sufficiency and self-determination.  (His Jan. 27 remarks begin on page 77 on the www.rilin.state.ri.us website).

The Narragansett Indians are the only federally recognized tribe in the United States that was involuntarily stripped of its rights under the Federal Indian Gaming Regulatory Act of 1988, he said, and forced to go through the state process as any other developer must.  The state has embraced a short-term solution of adding VLT machines at Lincoln and Newport, he said, while hindering the long-term preservation of tax revenue offered by the Narragansett Indian Tribe’s partnership with Harrah’s. 

``While it is not under your control to grant the people of Rhode Island the right to vote on our proposal,’’ Chief Sachem Thomas said, ``we believe the Commission can make the recommendation to allow our proposal onto the ballot.  Let the people decide if they want to build a facility that will keep our dollars from flowing over the state lines to Connecticut.  Let the people decide if they want a facility that employs 2000 people.  Let the people decide if they want a long-term solution to preserve gaming tax revenue in Rhode Island.’’ 

Also on Jan. 27, former legislator Rodney Driver testified that gambling preys on the poor.  A study a few years ago by the Boston Globe showed that the bulk of the lottery sales were in the poorest communities, he said, and his own research and a recent Hartford Courant study showed the same thing in Rhode Island and Connecticut.  (His Jan. 27 remarks begin on page 92 on the www.rilin.state.ri.us website).

Jodie Ann Hughes, a former Foxwoods employee, said negative stories about casino employees were overblown and that most are just normal people.  The casino, she said, offers jobs to people like herself who lack college degrees but need employment.  (Her Jan. 27 comments begin on page 97 on the www.rilin.state.ri.us website.  Six pages later on page 104 the remarks of the following speaker begin.)

Michael Cerullo, a psychotherapist who works with children told the commission that over the past couple of years he has done at least a dozen in-depth evaluations of children having difficulty and found that gambling was implicated, directly or indirectly, in each.  Nothing in the risk-taking that gambling is about positively supports a kid’s future life, he said.

David Kenic of CasiNO 2000, a West Warwick group opposing the proposed casino in that town, said that a casino vacuums money out of the local economy and often exports it to distant investors.  Warwick, East Greenwich and Coventry will suffer with a West Warwick casino, he said, and he suggested that residents within, say, a two-mile circumference around a planned casino be allowed to vote on it.  (His comments at the Aug. 6 meeting begin on page 37 on the www.rilin.state.ri.us website)

He also said that West Warwick, the recipient of millions of extra dollars because of its distressed community status, might lose that if a casino locates there.  If the revenues to the town don’t equal that extra state aid, he said, West Warwick residents might actually face rising taxes with a new casino.

Another West Warwick resident expressed concerns at a subsequent hearing. (The testimony of David Blain, a town businessman and a spokesman for the Rhode Island Hospitality and Tourism Association begins on page 41 of the March 3 hearing, available on the commission website www.rilin.state.ri.us.)

``Casinos don't necessarily stimulate demand for entertainment,’’ Blain asserted. ``They replace something else.  A hundred dollars slipped in a slot machine is a hundred dollars that would be spent on dining out or at a movie.  In short, gambling is a zero sum game.  Money spent on slot machines is money not spent on other forms of entertainment.’’

He cited studies that he said showed that local businesses suffer as casinos drain discretionary dollars from the local economy.  Casinos do not create new jobs, he said, but rather compete with existing business for a labor force depleted by their presence.

Albert Ross of East Greenwich told the commission that a casino would decrease the residential property value in West Warwick, Warwick, East Greenwich, West Greenwich and Coventry, thus diminishing the tax base needed to support schools, while requiring those communities to spend more for police and infrastructure. (His testimony begins on page 60 of the Mar. 3 hearing, on the commission website www.rilin.state.ri.us).

Mrs. Evelyn Carroll, the mother of seven, a teacher or principal for 35 years and a member since 1980 of Newport-ers Concerned About Casino Gambling, advocated raising the age for entering gambling establishments in the state from 18 to 21. She told the commission that the National Gambling Impact Study Commission in June 1999 said that teenagers could develop gambling problems so severe that they'd be classified as a mental illness requiring treatment.  (Her complete testimony is available at www.rilin.state.ri.us, beginning on page 16 of the Feb. 3 hearing.)

She quoted Dr. Howard Shaffer of Harvard Medical School Division on Addictions, as warning:  ```When it comes to gambling, we have the state promulgating, promoting, and advertising an addiction, an addictive behavior, as if it were a patriotic activity.’’’

C. Fiscal Impact Testimony

1.  Salient Points

Here are some salient points made by witnesses about the fiscal impact of expanded gaming: 

· Rhode Islanders gamble hundreds of millions a year in the Connecticut casinos. 

· Casino proponents say that it could co-exist with Lincoln Park and Newport Grand Jai Alai and significantly enrich the state tax coffers. 

· Lincoln Park CEO Dan Bucci says that a casino would decimate his facility and result in less revenue overall for the state. 

2.  Testimony Highlights

There may be nickel slot machines, but when it comes to casino gaming nobody talks small change. 

Some witnesses told the Special House Commission to Study Gaming that hundreds of millions of dollars leave the state annually for Connecticut casinos.

Dr. Clyde Barrow, director of the Center for Policy Analysis at UMASS Dartmouth, summarized a 1999 study that indicated Rhode Islanders were spending $225 million a year in Connecticut casinos and Massachusetts residents $620 million.  Extrapolating from that, he said, in 2002 $1.2 billion would be available to be captured or recaptured from those two sources.   (His testimony begins on Page 49 of July 30 hearing on the www.rilin.state.ri.us website.)

It’s reasonable to conclude, he said, that a destination resort facility in Rhode Island could achieve gaming revenues in the vicinity of $650 million to $850 million a year, comparable to Mohegan Sun.  He gave that broad a range because of the fluid situation that currently exists, with the Bay State looking into casino gaming and a third Native American tribe possibly eyeing another casino operation in Connecticut. 
If a Rhode Island casino opened first and captured the market from Worcester, Mass. and to the east, he said, the Ocean State might garner an additional $51 to $77 million a year in tax revenue. 

Alan Rachles partner with Crowe Chizek, a national accounting and consulting firm, projected gross revenue of  $685 million annually in a mature West Warwick casino. At a 25 percent tax rate, he said, that would produce $171 million a year for the state.  (His Jan. 22 testimony begins on page 8 on the commission’s website: www.rilin.state.ri.us.)

But there was disagreement over what scenario would allow the state to realize higher revenues. 

Dr. Gary Loveman, CEO of Harrah's, said that with Lincoln and Newport achieving the expansion that they have requested and with a new casino with 3,500 machines open in West Warwick the state would get about $350 million in tax revenue by 2007.  (Available at www.rilin.state.ri.us, those Dec. 3 remarks begin on page 68.) 

With added machines and coin drop capacity, Lincoln Park could churn an additional $100 million into the state coffers, Dan Bucci, Lincoln Park CEO, said. But opening a casino in West Warwick, he said, would decimate his operation and leave the state with less revenue overall than if it had not established a casino.  (His comments begin on page 4 of the Aug. 20 testimony on the www.rilin.state.ri.us website.)

``West Warwick is 20 minutes from anywhere in Rhode Island,’’ he said.  ``Just close your eyes and take that behemoth Foxwoods and plant it in West Warwick and tell me what your options would be... put an Indian casino in West Warwick and then watch people go by us like a freight train by a hobo.  Why on earth would you go to a $30 million racetrack when you can go to a $500 million casino?’’

If Massachusetts is able to get a full-fledged casino in Southeastern Massachusetts, casino-supporter Rep. Tim Williamson of West Warwick said, Rhode Island would be unable to replace the revenue that it will lose from Lincoln Park.   (His Nov. 19 comments begin on page 13 on the www.rilin.state.ri.us website).  A West Warwick casino would create 2000 new Rhode Island jobs and generate a few hundred million dollars a year in new tax revenues in the state, he said.  

The most recent figures show that Foxwoods takes in ``about a billion 460-some-odd million dollars,’’ Former Gov. Bruce Sundlun said that records indicate that one-third of that revenue is created by charges made on credit cards with a Rhode Island address. ``It's about $400-some-odd million that Rhode Islanders are taking out of their pocket and going to Connecticut and paying to Connecticut,’’ he said.  (His Jan. 27 remarks are available on the www.rilin.state.ri.us website, beginning on page 30.) 

Frank Fahrenkopf Jr., president and CEO of the American Gaming Association of Washington, D.C., a national trade organization that represents commercial casinos, said that in 2001 commercial casino companies paid 3.6 billion dollars in taxes to state and local government.  ``That doesn't include taxes like real estate and other normal taxes that are paid by all businesses.  Nor does it include the billions of dollars in taxes paid by our employees.  (His Feb. 26 testimony begins on page 19 on the www.rilin.state.ri.us website).

In addition to oral testimony, the commission also received written testimony from sources unable to attend hearings in person because of scheduling conflicts or the cancellation of one meeting due to the West Warwick nightclub fire tragedy.

In early March, Harrah’s submitted an extensive review of potential gaming scenarios that paid particular heed to neighboring Massachusetts, which might allow one or two full scale casinos plus slot machines at four racetracks.  Even with increased machines at the current Lincoln and Newport venues, the study said, Rhode Island would lose tax revenue to a Massachusetts with that gaming profile.  

But, the study said, Rhode Island could increase its annual tax revenue by $70 million with expansion at Lincoln and Newport, plus a destination casino in West Warwick.  The gaming industry company said that it based its estimates on a number of factors, including its experience in similar markets, the environment in Rhode Island, where an estimated 33 percent of adults pursue gaming, and on the likelihood that a destination casino could help the Ocean State recapture much of the estimated $170 million and $500 million spent by Rhode Islanders and Massachusetts residents, respectively, at the Connecticut casinos in 2001. 

In a written report, Dan Bucci, CEO of Lincoln Park, and Diane S. Hurley, general manager of Newport Grand Jai Alai, branded Harrah’s analysis a ``seriously flawed business model’’ that foresees Newport and Lincoln flourishing only 20 to 30 minutes away from a West Warwick casino but floundering against more distant Massachusetts competition. They have consistently achieved double digit growth over the last 10 years, they said, but a casino could cut their revenue by up to 60 percent. Even a 40 percent decline would cost the state about $60 million, they said. The casino would be taxed at a much lower rate than the racinos, the pair said, and would need $3.5 billion, roughly equal to Foxwoods and Mohegan Sun combined, to offset the losses from the racinos.

Harrah’s is lobbying for a gaming foothold in Massachusetts, they said, while giving Rhode Island projections based on no Massachusetts competition or with reduced rates because of it. The executives also said that the Narragansett Indian Tribe would be a very limited partner in the West Warwick casino and most of the money would go to Harrah’s.     

Rhode Island received $157 million from their businesses in calendar year 2002 and $703 over the last 10 years, Mr. Bucci and Ms. Hurley said, with none of the ``real or perceived quality of life issues so often associated with casino development.’’ 

D. Socioeconomic Impact Testimony

1.  Salient Points

Here are some points that emerged from testimony on problem gambling, which one study defines as behavior that compromises, disrupts or damages personal, family or vocational pursuits:

· Gambling has become the number one leisure time activity for Americans, who spend $50.9 billion a year on it.

· Gaming is the third leading source of revenue for several states, including Rhode Island.

· Critics say states have garnered vast tax revenues from gaming while devoting precious little to dealing with problems accompanying it. 

· The overwhelming majority of people can gamble without serious problems.

· Some gamblers, though, may spend themselves into bankruptcy or prison, destroy their health, career and family life, and in some cases take their own life.

· The American Psychiatric Association recognizes pathological gambling as a psychiatric disorder.

· Teenagers are vulnerable to problem gambling and prevention programs should begin early.

· Prevention, education, treatment, enforcement and research are all needed to combat problem gambling. 

· Strict controls must be instituted before any further expansion of gambling is allowed.

· A percentage of gambling revenues should be dedicated to coping with problem gambling.

· Experts disagree on whether increased legalization of gaming helps create more problem gamblers. 

· States must recognize their responsibility for activities they sponsor, endorse and promote. 

· All gaming facility employees should be able to assist problem gamblers in getting help. 

2.  Testimony Highlights

Most Americans rate gambling a harmless diversion, a night on the town courting lady luck. 

But a small fraction writhes in the clutches of the next bet, endangering jobs and family.  Many experts peg the number of problem gamblers at from one to four percent, but because addiction causes such upheaval, the issue commanded considerable attention at hearings of the Special House Commission to Study Gaming. 

At the inaugural July 30 session, Dr. Thomas E. Broffman, president of the Rhode Island Council on Problem Gambling, (RICPG) depicted a legalized gambling boom throughout the nation and mounting concern about the impact such expanded opportunities have on people susceptible to gambling problems.

(A full account of Dr. Broffman's testimony is available on the Commission's website: www.rilin.state.ri.us, beginning on page 89 of the July 30 hearing text.)

Eight states had lotteries in 1973, he said, and only Nevada permitted casinos.  By 1999 gambling had almost blanketed the country.  Now 37 states have lotteries, 28 have casinos, and 22 feature off track betting, Dr. Broffman said, and only Utah, Tennessee and Hawaii lack legal gambling.

Only 2.5 percent of gamblers account for 15 percent of all gambling, Dr. Broffman said.  The RICPG council president said that research into problems associated with the activity has failed to keep pace: 15 states have publicly funded problem gambling treatment and only 16 have completed problem gambling prevalence studies. 

The 1999 National Gambling Impact Study Commission recommended that states enact a gambling privilege tax with its revenues earmarked for gambling education and treatment programs; a toll free number for problem gambling assistance and/or posting of warning labels about the risks and odds of gambling; and state regulation of gambling within each of their borders.

A week later, Dr. Marvin Steinberg, executive director of the Connecticut Council on Problem Gambling, co-author of Responsible Gambling Resource Guide and a trained clinician, told the commission that the South Oaks Gambling Screen, a widely used tool for determining gambling problems, showed that in his area high school problem gambling is a concern.  ((His full testimony is available on the commission's website: www.rilin.state.ri.us and begins on Pg. 5 of the transcript of the Aug. 6 meeting.) 

His council made numerous recommendations and called for an evaluation of their effectiveness:

1. Conduct state sponsored studies every five years of the prevalence of problem gambling for adults and youths. Conduct a problem gambling intercept study at gambling facilities. Use nationally recognized researchers and authorize and fund a commission to implement the studies' recommendations. 

2. Establish an adequately funded help line operation with highly trained staff. 

3. Expand and adequately fund specialized treatment for problem gamblers and families. 

4. Fund the Rhode Island Council on Problem Gambling prevention programs. 

5. Establish a stable source of funding for treatment, prevention and research by allocating a percentage of all state revenue from legalized gambling. 

On Aug. 14, Dr. Rachel A.Volberg of Gemini Research Ltd., Northampton, Mass., a sociologist who has been studying gambling since 1986, told the commission that problem gambling has been recognized as a psychiatric disorder and the American Psychiatric Association defined it as continuous or periodic loss of control over gambling, progression in frequency, amounts, preoccupation, obtaining money to gamble, and continuation of gambling despite adverse consequences.  (The commission's www.rilin.state.ri.us website contains the full text of her Aug. 14 comments, beginning on Page 27.) 

She sketched a range of troubles that can accompany problem gambling: 

It may manifest itself in stress-related illnesses, depression and anxiety, tobacco, alcohol and drug dependence and suicidal tendencies.  On family and personal levels, the impact can appear in physical and emotional abuse, neglect, separation and divorce and in children more likely to be depressed and suicidal.  Problem gamblers can lose productivity on the job, exhibit impaired judgment and abuse leave time.  Some become involved in theft and embezzlement and lose their job. 

Basic resources, such as mortgage payments and money for groceries, become diverted to gambling.  Debt and credit card abuse mount.  Some go bankrupt and some run into legal problems such as passing bad checks, forgery, fraud, tax evasion, burglary and selling stolen goods. 

Addressing the problem requires public education, prevention, outreach and crisis counseling, she said, plus training, treatment, monitoring and research. 

Rev. Richard A. McGowan, S.J.—Associate Professor of the Carroll School of Management, Boston College and Research Associate at Harvard University Medical, Division on Addictions—told the commission of gambling's long standing in this country.  Every building in Harvard Yard at the famed Ivy League college was built through a lottery, he said, and private lotteries began as early as 1607. 

(A full account of Professor McGowan's testimony is available on the Commission's website: www.rilin.state.ri.us. His comments begin on page 4 of the Aug. 27 hearing text.)  

Professor McGowan noted the way that the term gambling has been replaced by ``gaming.''  Even in the early days of constructing Harvard Yard, he said, the long gambling odds of buying a lottery ticket were downplayed and the emphasis was placed instead on the good cause involved.  When horse racing and pari-mutuel betting predominated, he said, the ``sport of horse racing'' was accentuated, not the gambling.  He noted that even the legislation creating this commission refers to gaming, not gambling.   

When asked by Rep. Gordon D.  Fox about the effect expanding gaming in Rhode Island could have on problem gambling, Father McGowan said: 

``I think the more available you make it, the bigger the addiction problem is going to be.''

Keith Whyte, executive director of the National Council on Problem Gambling, told the commission on Sept. 24 that efforts to prevent problem gambling should begin in elementary school. (His full testimony is available by accessing www.rilin.state.ri.us and begins on page 4.) 

With gambling so prevalent and with studies showing that 30 percent of adolescents (ages 12 -17) have bought a lottery ticket in the past year, he advocated that prevention programs begin by fifth grade.

Gambling often precedes the onset of other risky behavior such as smoking, drugs, alcohol and sex, he said, and may be a “gateway” behavior. 

``So if you're not doing that in the elementary schools,'' he said of prevention, ``you're too late,'' 

Education should emphasize problem gambling is a real disorder, Mr. Whyte said, helplines must be promoted and treatment should span brief intervention and outpatient to residential and inpatient care. 

Overall, Mr. Whyte said, states are making $65 billion on gambling and spending only $19 million and government, industry and the public are failing to seriously address this issue. 

His catchword for approaching problem gambling is PETER: prevention, education, treatment, enforcement and research. 

He advocated screening for problem gambling in mental health and substance abuse programs.  Up to half of gamblers have or have had a substance abuse problem, he said, and 30 percent of substance abusers currently have or previously had a gambling disorder.  He also recommended certification of health care providers.  A family doctor, clergy, mental health providers and social workers properly educated about the signs and symptoms of gambling problems could uncover people in need of treatment, he said. 

The Southern Medical Journal said that the prevalence of gambling disorders rises as accessibility to gambling increases, Albert Ross of East Greenwich said, and a gambling facility roughly doubles the prevalence of problem and pathological gamblers within 50 miles.  Pathological gambling is higher among the young, the less educated and the poor, he said. (His testimony begins on page 60 of the Mar. 3 hearing, on the commission website www.rilin.state.ri.us). 

Kathleen Scanlan, executive director of the Massachusetts Council on Compulsive Gambling, said that adolescents have two to three times higher a rate of gambling problems than adults have and that a survey conducted by her council gives evidence that high school and college administrators are not prepared to address this. 

``More is unknown than known about problem gambling,'' she told the commission on Oct. 8.  (Her testimony _available on www.rilin.state.ri.us _begins on Page 3 of that night's transcript.) 

As the Lottery increased its products, she said, the council saw an increase in scratch ticket players, in Keno players.  As Foxwoods and Mohegan Sun grew, calls from casino gamblers rose to 30 percent of the helpline volume, she said, with nearly half of them describing problems with slot machines.  

While a great many derive fun and excitement from gambling, she said, a few find it a disaster. 

Her council seeks development of responsible public policy that acknowledges a commonwealth's responsibility for activities that it sponsors, endorses and promotes, covers every form of gambling _ because none is risk free _ and provides research, education, prevention, early intervention and treatment. 

Dr. Robert Breen, a licensed clinical psychologist and director of the Rhode Island Gambling Treatment Program at Rhode Island Hospital's department of psychiatry, lambasted the current education and prevention initiatives in Rhode Island.  (A complete account of his Oct. 2 testimony begins on page 4 of the commission website:  www.rilin.state.ri.us.)

The public awareness program sponsored by funding from the Lottery Commission amounts to promotion of a toll free number for problem gambling treatment, he said.  He labeled enforcement to protect problem gamblers _ and by extension their families and employers _ as poor and research as practically nil. 

He recommended a moratorium on any gambling expansions or additions until:

*
A professional, full time independent regulatory office is funded, appointed and empowered with carte blanche to inspect all procedures, complaints, and to levy significant fines or suspension of operating license for repeated offenses.  

*
The institution of player tracking requiring patrons to be registered at a facility and swipe a card to gain entry. This will allow tracking of any player's time spent gambling and losses.   

*
Professional Mental Health Liaison on the premises to engage

possible problem gamblers   

*
Responsible Gambling software added to existing VLTs.

*
No gambling by employees, including every Rhode Island Lottery vendor. 

*
Mandatory open door policy for state or federally funded research conducted on site. 

*
Severe limitations are placed on cash machine access and check cashing. 

*
The results of the above programs are implemented and results have been evaluated.

``Maximizing revenues in business or in government is okay, but not at any cost,'' Dr. Breen said.  ``What is the dollar cost of... breaking up a family, having to work well past retirement age, or losing one's values?  Please consider the recommendations I've made and act with restraint and wisdom.'' 

Dr. Henry R. Lesieur, vice president of the Rhode Island Council on Problem Gambling, president of the Institute for Problem Gambling and a clinician at the Rhode Island Hospital Rhode Island Gambling Treatment Program with Dr. Breen, said that 180 problem gamblers in that program averaged $33,000 in outstanding debts and $34,000 in assets sold.  

(His full Oct. 15 testimony is available at www.rilin.state.ri.us and begins on Page 57.)

Even so, he said, economists cannot easily measure the true cost of problem gambling; the pain of a child deprived of a gift because a parent squandered the money on gambling or the despair of a problem gambler who closes his eyes and takes his hands off the steering wheel after another night of gambling. 

He said that studies of problem gamblers in the United States, Germany and Norway found depression, intestinal disorders, cardiovascular problems, high blood pressure, migraines, other stress-related disorders, allergies, respiratory problems, oral dental disease and nerve sensory system disorders. 

``We need to have a physician basically start screening individuals for gambling problems when they go in to the doctor,'' he said, ``particularly when they go into the hospital.'' 

Problem gamblers average more than three hours a day gambling, he said, compared to about 35 minutes for low frequency gamblers. 

He would emphasize public and player education programs, prohibit facilities from using inducements and complimentary services to attract customers, would train lottery, pari-mutuel and VLT staff to deal with problem gamblers, promote responsible advertising and accurate information on odds, restrict ATM use in facilities, pay winnings by checks that cannot be cashed in house, display dollar amounts instead of credits on machines, install self monitoring software, have self-exclusion through a regulatory agency and initiate player tracking cards. 

Information on problem gambling must reach suicide hotlines, mental health professionals, educators, courts, banks, finance companies and utilities, Dr. Lesieur said.  Training institutes should be set up for Employee Assistance Program professionals, criminal justice system personnel, alcohol/drug counselors, educators, school counselors, people in colleges and high schools, and credit, casino and race track personnel, he said.  He advocated a systematic assessment of current substance abusers. 

While many speakers warned that increased gaming opportunities accelerate gambling problems, some disputed that viewpoint and downplayed the incidence of pathological gambling. 

``There's very little evidence that pathological gambling or compulsive gambling is a significant problem in this country,'' Dr. Lance deHaven-Smith, professor of public administration and policy at Florida State University, told the commission.  ``There's certainly no evidence that it's increased and taken off because of the legalization of gambling.''  The former executive director of the National Public Sector Gaming Study Commission, which evaluated state and federal policy on gambling, was invited by the town of West Warwick to appear before the commission.  (His testimony begins on Page 21 of the account of the Jan. 29 hearing on the commission website www.rilin.state.ri.us.)  Legalization, he said, has evidently reduced illegal gambling while not causing a significant increase in routine gambling. 

The National Opinion Research Center concluded that the percentage of Americans who gamble each year has remained virtually stable, he said, and the moderation evidenced in drinking habits after the repeal of Prohibition is apparently occurring with the legalization of gambling. 

In its studies, the National Opinion Research Center included questions that allowed it to check whether behavior related to gambling might actually be related to something else, Dr. Smith said. NORC found, he said, that between 32 and 40 percent of those judged pathological gamblers evidenced manic symptoms _ they were really ill from another mental imbalance unrelated to gambling.

Rep. Timothy Williamson D-West Warwick, who advocates locating a casino in his town, said that problem gambling troubles very few people and that with the revenues realized from a new casino, the state could devote significant sums to dealing with the problem and become a national leader in the field.  

(His Nov. 19 testimony can be found on www.rilin.state.ri.us and begins at page 7.) 

Jan Jones, former two-term mayor of Las Vegas and now senior vice president in charge of government relations for Harrah's, discounted links between expanded gaming opportunities and increased problem gambling.  (Her Dec. 3 testimony is available at www.rilin.state.ri.us and begins on page 6.) 

Harrah's, which is listed in the Fortune 500, is a partner with the Narragansett Indian Tribe in the proposed casino in West Warwick. 

A 1997 study prepared for the state of Connecticut, she said, concluded that probably pathological gambling rates might have actually fallen in the state during the period in which Foxwoods has operated.   

``Many other states show the same nonaffect,'' she said.  

Harrah's has taken a leadership role in dealing with people who gamble irresponsibly, she said, and was the first to provide funding for the National Center for Responsible Gaming, which funds the 1-800 hot lines.  Harrah's customers may voluntarily restrict or exclude themselves from casinos. 

Compulsive gambling needs to be discussed, she said, but it is inappropriate and inaccurate to define the industry by that issue.  No solid basis exists, she said, for concluding that wider legalization of gambling--which has reduced illegal gambling--has caused an increase in pathological gambling. 

Chris Armentano, director of Problem Gambling Services for the State of Connecticut's Department of Mental Health and Addiction Services, said that in 1993, the year Foxwoods opened, his program saw about 50 clients.  By fiscal '02 they had about 560 clients, a figure that, he said, probably would increase markedly if money were available for significant advertising.

(His testimony is available at www.rilin.state.ri.us and begins on page 70 of the Jan. 22 hearing.) 

``Typically, with a public health problem, if you see increases that are 5 percent or even lower, this is seen as a significant public health concern,'' Theodore Nikolla of the Citizens Task Force on Addictions in New London County, Conn. said.  ``Here we've seen increases of 400 percent in the amount of people seeking treatment...  And, by the way, less than 10 percent of all problem gamblers seek help.  So we really see the tip of the iceberg.''   (His testimony appears on www.rilin.state.ri.us and begins on page 25 of the Nov. 19 hearing.)

William R. Eadington, director of the Institute for the Study of Gambling and Commercial Gaming at the University of Nevada, Reno and a national expert in the field, said that governments' large stake in gambling profits ``implies a substantial role for government in funding problem-gambling treatment, research and education initiatives.''  

(A full account of his testimony is available on the commission website www.rilin.state.ri.us and begins on page 2 of the transcript of the Feb. 12 hearing.)  Regrettably, he said, many jurisdictions authorize gambling, capture hundreds of millions of dollars, and then wash their hands of responsibility for negative or adverse effects associated with gambling. 

With the expansion of legalized gaming, more industry and regulatory bodies are addressing problems, he said, and scientific understanding of problem gambling is increasing.  Rhode Islanders already have a wide variety of gambling choices within the state and nearby, he said, and so, to the extent that there is problem gambling, it’s already here.  Responding to a question of whether expansion would foster more, he said: 

``My suspicion is probably not, not from the empirical studies I've seen in the other jurisdictions, not from the experience that has occurred in other jurisdictions that have indeed added to their gaming offerings, casino style gaming offerings.''

Jonathan B. Taylor, a Senior Consultant at Lexecon Inc., a Research Fellow at the Harvard Project on American Indian Economic Development and a Senior Policy Scholar at the Udall Center for Studies in Public Policy, University of Arizona, sent the commission a positive report on casino gaming on March 7.  

Studies indicate that pathological gambling has remained steady at about 1 percent over nearly a quarter century, Mr. Taylor said, despite a 1600 percent increase in the availability of gaming.  The National Commission on Gambling Impact Study examined 32 indicators of socioeconomic health in 100 casino areas over 16 years, he said, and found substantial gains in casino communities and nearby. 

Despite federal legislation that eliminated the Narragansett Indian Tribe from provisions of the Indian Gaming Regulation Act, he said, it might be a good idea for the state to pursue such a compact because it could ensure that desirable programs such as those devoted to problem gambling consistently get needed funds.  In addition, he said, IGRA brings a strong regulatory structure that involves the National Indian Gaming Commission, the FBI and the Departments of Justice and the Interior.

.
VIII. Outline of Commission Public Website Resources

A. Introduction

This Chapter gives an outline of what users may find on the Commission’s official Website as of the date of this report.

Users may access the Commission’s site by navigating from the Website of the Rhode Island General Assembly, www.rilin.state.ri.us, via the link on the front page labeled: “Please link here to the Special House Commission to Study Gaming Website”. There users will find complete transcripts of each hearing, associated exhibits and Power Point slide presentations, and a research bibliography of more than 150 published reports, studies and analyses related to gaming.

This Website will remain available to users throughout the coming months of discussion and debate.

B. Outline of Web Site Resources

1. Website Welcome

	Welcome to the Web site for the Rhode Island Special House Commission to Study Gaming. Here you will find out what the commission is working on, member information, meeting schedules, written testimony, e-mail addresses, and links to what other states are doing in regards to gaming issues. It is our goal during this process to have a fully informed legislature and a fully informed public. Please feel free to submit any suggestions or questions to us that you may have regarding the commission and its work.
Rep. Gordon D. Fox, co-chair
Rep. Paul Sherlock, co-chair



2. Gaming Study Commission Process

	The purpose of said commission shall be to conduct a comprehensive study on the desirability of further gaming, including full commercial gaming.  The commission shall investigate the testimony and gather evidence concerning the positive and negative aspects of further gaming.  The commission shall consider potential locations of gaming facilities, several sharing arrangements, casino partnership arrangements and all other issues related to further gaming in Rhode Island 
Process:
1. Solicit from all interested parties—pro and con—names of potential witnesses having expertise on gaming issues (use previous witness lists from 2000 hearing), materials left with Finance Committee then and now to develop an expert witness list. 

2. Purchase or download public reports on gambling for distribution to commission members for review. 

3. Employ a commission consultant (similar to what was done with downsizing and redistricting).  Consultant should have some knowledge of gaming and writing skills so that the report will be developed as each issue is addressed with only conclusions to be drafted as commission winds down to a finish. 

4. Have the availability of our legislative staff economist and chief financial advisor to assimilate and make sense out of economic and financial data to develop various fiscal scenarios (what will happen to Lincoln Downs. and Newport Jai Alai with or without establishment of a new casino); what state and local shares should be, given the range of experience in other states and localities, etc. 

5. Establish a web site to document commission activities, publish written and oral witness testimony, references on other gambling reports, meeting notices, etc. 

6. All hearings will be televised and all witnesses must submit written testimony.  Actual testimony beyond written word will be recorded for documentation and placed on the web site. All testimony will be taken under oath and individuals will be sworn in before they submit testimony before the committee. 

7. The commission will follow the resolution and address each topic fully.  When topics are interrelated or bundled in hearings, it will be noted. 
8. The schedule will take into account the commission resolution and the commission members' schedules, but proceed in a timely and orderly manner.  There are thirteen charges (topics and an allotment of two weeks per topics is not unreasonable). Except in emergencies, schedule adjustments will be subject to advance notification to the public. 


C. Website Index of Testimony and Documents by Date

This section of the Website contains the transcripts of witness testimony and the exhibits, reports or visual aids they made available in electronic form. It also includes written testimony and associated exhibits/reports that were submitted to the Commission after the last hearing date of March 3, 2003.

Note that if you have accessed this report directly from the Website, the underscored items are hyperlinked to the site and can be “clicked on” directly for quick access to the documents.

1.  Transcripts of Oral Testimony and Associated Exhibits/Reports

	· Testimony July 30, 2002 
· RICPG Budget (Excel Spreadsheet) 

· RICPG Hearing Testimony (PowerPoint Presentation)

· Testimony August 6, 2002 
· RI Presentation - Marvin Steinberg (PowerPoint Presentation)

· Testimony August 14, 2002 
· Testimony August 20, 2002 

· Gubernatorial Candidate Testimony: 

· Myrth York 

· Sheldon Whitehouse 

· Jim Bennett 

· Tonya Fuller-Balletta 

· Jonathan Taylor - SOCIAL AND ECONOMIC ANALYSIS OF TRIBAL GOVERNMENT GAMING IN OKLAHOMA 

· National Indian Gaming Association 

· Lincoln Park 

· Request for 1,300 Video Lottery Terminals 

· Presentation Before the Special House Commission to Study Gaming. 

· Statistic Boards 

· Rachel A. Volberg, PhD - Problem Gambling and Its Impacts. (PowerPoint Presentation) 

· Testimony August 27, 2002 

· Richard A. McGowan,S.J. - What’s in a Name: From Gambling to Gaming. (Word Document) 

· Testimony September 17, 2002 

· Gary Ciminero - ASSESSING IMPACTS OF EXPANDED GAMING IN RHODE ISLAND: FRAMEWORK FOR ANALYSIS. (PowerPoint Presentation) 

· Gary Ciminero - Exhibits To Accompany Presentation. (Word Document) 

· Testimony September 24, 2002 

· Keith Whyte - Problem Gambling and Public Policy. (PowerPoint Presentation) 

· Testimony October 2, 2002 

· Kathleen Scanlan - Rhode Island Special House Commission to Study Gaming Testimony. (Word Document) 

· Robert Breen - Problem Gambling in Rhode Island: Who, What, Where and How Much? Recommendations. (Word Document) 

· Robert Breen - Problem Gambling in Rhode Island: Who, What, Where and How Much? (PowerPoint Presentation) 

· Testimony October 8, 2002 

· Testimony October 15, 2002 

· Diane Hurley - The Dynamic Business of Gaming. (PowerPoint Presentation) 

· Henry Lesieur - Pathological and Problem Gambling: Costs and Social Policy. (PowerPoint Presentation) 

· Testimony November 19, 2002 

· Testimony of Representative Timothy Williamson, D-West Warwick. (Word Document) 

· Rep Williamson's 11/19 Testimony. (Word Document) 

· Testimony December 3, 2002 

· Testimony January 8, 2003 

· Testimony January 15, 2003 

· Testimony January 22, 2003 

· Special House Commission to Study Gaming. 

· ILLINOIS GAMING BOARD - Monthly Riverboat Casino Report 

· Testimony January 27, 2003 

· Testimony January 29, 2003 

· The Impacts of Legalized Gaming: Issues, Evidence, and Implications . (PowerPoint Presentation) 

· Testimony February 3, 2003 

· Testimony February 5, 2003 

· Testimony February 10, 2003 

· Testimony February 12, 2003 

· William R. Eadington, Ph.D. - FUNDAMENTAL ISSUES CONFRONTING RHODE ISLAND IN DETERMINING POLICY TOWARD PERMITTED GAMING (PowerPoint Presentation) 

· Testimony February 26, 2003 

· Suggested reading - GAMING (Word Document) 

· Statement of Frank J. Fahrenkopf, Jr. (Word Document) 

· Testimony March 3, 2003 

· Testimony March 10, 2003:  www.rilin.state.ri.us/gen_assembly/gaming/031003.htm

2.  Written Testimony and Associated Exhibits/Reports

Written Testimony: Below are reports and presentations submitted as written testimony. Some of these items were originally scheduled to be presented at the March 5 meeting of the commission, which was cancelled because of the tragic fire in West Warwick. Others were submitted in lieu of testimony whose witnesses were prevented from appearing in person because of other scheduling conflicts. By agreement with the commission, the below witnesses agree that these documents and related exhibits are offered as testimony.  

· Statement of Jonathan B. Taylor, March 7, 2003  (Word Document) 

· Daniel Bucci, Lincoln Park and Diane s. Hurley, Newport Grand Jai Alai, March 7, 2003 (Adobe Acrobat Document) 

· "Rhode Island Gaming Potential", written testimony of Harrah's Entertainment, March 10, 2003 (PowerPoint Presentation) 

· "

 HYPERLINK "http://www.rilin.state.ri.us/gen_assembly/gaming/whiteversion.doc" Capturing the Benefits of Casino Gaming: An Economic Development Initiative for Rhode Island", written testimony of Harrah's Entertainment, Inc to the Rhode Island Special House Commission to Study Gaming, March 14, 2003
 (Word Document) 

· "The Economic Impact of the Proposed Destination Casino in West Warwick, Rhode Island", prepared my Andrew J. Moody, Ph.D., for Harrah's Entertainment, Inc., March 2003
(Word Document) 


D. Website Index of Research Reports and Links

The document references here, numbering some 160 separate items in total, are sequenced by time when they were put up on the Commission’s Website within each of the three below sections. 

The underscored items are hyperlinked to the referenced website or directly to the file containing the cited report.
1.  Section I: General Studies and Information on Gaming 

 
Item 1: GAMBLING IN AMERICA (News Release-The Gallup Organization).



http://www.gallup.com/
Item 2: GBC (Greater Baltimore Committee) Report on Gaming: Executive



Summary, February 1997.  http://www.gbc.org/reports/gaming.htm
Item 3: 
Washington State Gambling Commission. STATE UPDATE (Excerpts from Newspapers), 1999.  http://www.wsgc.wa.gov
Item 4:
National Governors Association.  LOBBY ISSUES, 2001 Annual Meeting.  http://www.NGA.org
Item 5: 
N.I.G.A. Resource and Library Center.

http://www.indiangaming.org/library/resources/index_pub.htm
Item 6: 
National Conference of State Legislatures. STATE-TRIBAL

RELATIONS: GAMING, 2000. http://www.ncsl.org/programs/esnr/gaming.htm
Item 7: State Legislative Report.  STATES AND INDIAN GAMING

REGULATORY ACT, August, 1992. 

http://www.ncsl.org/plwebcgi/fastweb.exe?getdoc+legisnet+briefs+268+11++%28indian%2
Item 8: FINAL REPORT OF THE PUBLIC SECTOR GAMING STUDY COMMISSION.

National Council of Legislators from Gaming States, February 2000. http://www.fsu.edu/~iog/psgcs.html
Item 9:
GAMBLING IMPACT AND BEHAVIOR STUDY.  Report to the National Gambling Impact Study Commission.  National Opinion Research Center at the University of Chicago, April 1999. http://www.norc.uchicago.edu
Item 10:
AMERICAN INDIAN GAMING POLICY AND ITS SOCIO-ECONOMIC EFFECTS.  A Report to the National Gambling Impact Study Commission.


http://www.indiangaming.org/library/resources/index_pub.htm (Reference Number: 1004)

Item 11:
GAMBLING IN CALIFORNIA.  Roger Dunstan.  California Research Bureau.  Sacramento: California Research Bureau, January 1997. http://www.library.ca.gov/CRB/97/03/crb97003.html
Item 12:
GAMBLING EXPANSION IN PENNSYLVANIA.  Pennsylvania Council of Churches.  http://www.pachurches.org/html/gamblingexpansion.html
Item 13:
FROM A NATION OF PRODUCERS, TO A NATION OF GAMBLERS.  An Analysis of the “Commission on Gambling” Report.  23 June 1999.


http://www.truthinmedia.org/Bulletins99/tim99-6-1.html
Item 14: 
CITIZENLINK: A WEB SITE OF FOCUS ON THE FAMILY.


http://www.family.org/cforum
GAMBLING IN THE HEARTLAND

a) GAMBLING IN LOUISIANA: AN HISTORIC MISTAKE

b) ALL THAT GLITTERS…

c) MISSISSIPPI CASINOS: MIRACLE OR MIRAGE?

d)  A SAMPLING OF THE EFFECTS OF CASINOS ON ATLANTIC CITY

e) YOU BET YOUR LIFE

f) GAMBLING’S IMPACT ON FAMILIES

g) GAMBLING AND CRIME

h) GAMBLING AND ORGANIZED CRIME

i) GAMBLING AND POLITICAL CORRUPTION

j) REFERENDA SPENDING BY THE GAMBLING INDUSTRY
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STUDIES: CASION GAMBLING’S EFFECT ON COMMUNITIES MIXED.  David Strow.  The Las Vegas SUN.
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http://text.kids.nsw.gov.au/news/lawspolicies/20010620_gambling.html
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  Memorandum: GAMING PROPOSALS.  Rep. Daniel Bosley.  State of Massachusetts House of Representatives.  28 April 1997.
http://www.mma.org/news/news_files/state_budget_news/budget_news_files/casino.txt
Item 50: 
Business Profile: HOME GAMBLING NETWORK.  http://www.homegamblingnetwork.com  
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Item 9: 
Executive Summaries of National Institute of Justice Grants:

a. Casino Gambling and Bankruptcy in New U.S. Casino Jurisdictions.
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UNIVERSITY OF NEW ORLEANS-COLLEGE OF BUSINESS




(Selected studies):
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http://www.cba.uiuc.edu/grinols/Scribblings/Profitability-9DEC00.pdf
Item 21:  
WILL CLINTON STACK GAMBLING COMMISSION?

Conservative Current.  Don Feder.  March 17, 1997. 
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Item 24: 
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Item 2:
STATE GOVERNMENT INVOLVEMENT, Testimony to the National Gambling Impact Study Commission. Ed. Looney http://www.800gambler.org/testimony_elooney.htm
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STATE FUNDED GAMBLING TREATMENT PROGRAMS.  ThinkTank, June 2000.  Massachusetts Council on Compulsive Gambling.


http://www.hms.harvard.edu/doa/html/TTweb.pdf
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Item 19:
ADOLESCENT GAMBLING IN OREGON.  A Report to the Oregon Gambling Addiction Treatment Foundation.  Carlson, Matthew J., and Moore, Thomas L.  December, 1998. http://www.gamblingaddiction.org
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Item 24:
RE-READ THE GAZETTE-JOURNAL OCTOBER, 1996 SPECIAL REPORT ON PROBLEM GAMBLING.  Reno-Gazetter Journal. http://www.rgj.com/news/stories/html/2002/06/13/16802.php
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http://www.purdue.edu/UNS/html4ever/970228.Braunlich.gambling.html
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Item 41:
GAMBLING HELP-LINE USE GROWS.  Press-Gazette Madison bureau.  John Dipko.  March 3, 2002.
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Item 48:
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Item 58:
FATHER KILLS THREE CHILDREN, WIFE, THEN HIMSELF OVER DEBT.  November 22, 2000.
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http://abcnews.go.com/sections/us/DailyNews/gambling001121.html
Item 60:
KIDDIE KASINOS.  Training the next generation of gamblers.  Chuck Gardner.


http://www.nevadaindex.com/7arcades.htm
Item 61:
GAMBLING PROBLEMS.  HealthLINK. 


http://healthlink.mcw.edu/content/printer-friendly/article_printer_friendly?923004684
Item 62:
SENIORS AND GAMBLING. Chris Woolston. 

http://www2.vhihealthe.com/article/primer/100192293;$EKXEHBIAACSU2CTY
Item 63:
PATHOLOGIC GAMBLING.  American Family Physician.  Brian K. Unwin, Mark K. Davis, and Jason B. De Leeuw.  February 1, 2000. 


http://www.aafp.org/afp/20000201/741.html
Item 64:
WOMEN & GAMBLING “the stages”.  Peardonville House Women & Problem Gambling. 


http://www.cobra-net.com/peardonvillegamb/stages.htm
Item 65:
PROBLEM GAMBLING’S EFFECTS ON ADOLESCENTS.  Addictions and More. 


http://www.addictions.net/adolesce.htm
Item 66:
MAJOR GAMING FIRMS HAVE PLEDGED $7 MILLION TO FUND DISORDERED GAMBLING RESEARCH.  May 5, 1999.


http://www.hotel-online.com/Neo/News/PressReleases1999_2nd/May99_Geref.html
Item 67:
A ROLE FOR SOCIAL WORKERS IN PROBLEM GAMBLING.  Consumer Rights Journal.  September – October 1998.  Vol.2 No. 6.


http://home.vicnet.au/~fcrc/crj/2_6a.htm
Item 68:
AN INTRODUCTION TO COMPULSIVE GAMBLING.  Drkoop.com. 


http://mc.drkoop.com/wellness/mental_health/compulsive_gambling/page_373_979.asp
Item 69:
GAMBLING.  The University Counseling Center, University of Southern Mississippi. 


http://www-dept.usm.edu/~counslng/Gambling.htm
Item 70:
“GAMBLER ADMITS THEFT LIE”.  Press Council News.  Julia Nelson.


http://www.presscouncil.org.au/pcsite/public/aug98/gambler.html
Item 71:
THE FACTS ABOUT GAMBLING. 


http://www.sec.lia.net/forum/gambling.html
Item 72:
GAMBLING ADDICTION


http://www.wisbar.org/bar/gambling.html
Item 73:
HOW KIDS GET HOOKED ON GAMBLING.  Amanda H.  September 1998. 


http://www.wannabet.org/sept_1998/featurearticlesept.html  

Item 74:
TOXICOLOGY TEACHINGS:  Substance Use and Pathological Gambling.  Vol. 7 Number 31 – July 31, 2002.


http://www.thewager.org
Item 75:
CONTROLLING THE GAMBLING URGE.  Self-banning:  Casinos often deny problem gamblers one of the few options open to them.  Janice Podsada.  August 26, 2001. http://www.heraldnet.com/stories/01/8/26/14188543.cfm  

Item 76:
THE RESULTS OF A NATIONAL THINK TANK ON STATE-FUNDED GAMBLING TREATMENT PROGRAMS: A MASSACHUSETTS INITIATIVE.  Massachusetts Council on Compulsive Gambling, Massachusetts Department of Public Health, Harvard Medical School Division on Addictions.  March 2001.  http://www.hms.harvard.edu/doa/html/TTweb.pdf
Item 77:
GAMBLING.  Risks-Forum Digest.  22 March 1994. http://dlis.gseis.ucla.edu/people.pagre/risks/gambling.html 
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�See Chapter VIII below, “Outline of Commission Public Website Resources,” for information on how to access this information that is available on the Website of the Rhode Island General Assembly: � HYPERLINK "http://www.rilin.state.ri.us" ��www.rilin.state.ri.us�.  


� Adam Rose and Associates The Regional Impacts of Casino Gambling: Assessment of the Literature and Establishment of a Research Agenda, p. 31. [Emphasis in original.]


� Rose pp 17-18


�National Gaming Impact Study Commission Report, June 18, 1998.


� NGISCR, op. cit.


�From Commission oral testimony of Frank Fahrenkopf, Jr., President and CEO of the American Gaming Association., given February 26, 2003..


� Gerstein, D. R., R. A. Volberg, M. T. Toce, H. Harwood et al.  1999.  Gambling Impact and Behavior Study: Report to the National Gambling Impact Study Commission.  Chicago, IL: National Opinion Research Center at the University of Chicago.


� Productivity Commission.  1999.  Australia’s Gambling Industries, Report No. 10.  Canberra: AusInfo.


�Ryan, T. P. & J. F. Speyrer.  1999.  Gambling in Louisiana: A Benefit/Cost Analysis.  Report to the Louisiana Gaming Control Board. 


� Polzin, P. E., J. Baldridge, D. Doyle, J. T. Sylvester, R. A. Volberg & W. L. Moore.  1998.  “Final Report to the Montana Gambling Study Commission.”  In The 1998 Montana Gambling Study: A Report to the Governor and the 56th Legislature by the Gambling Study Commission.  Helena, MT: Montana Legislative Services Division.  


� Rose p. 7


� From Commission oral testimony of Frank Fahrenkopf, Jr., President and CEO of the American Gaming Association., given February 26, 2003.


�Ryan, T. P. & J. F. Speyrer.  1999.  Gambling in Louisiana: A Benefit/Cost Analysis.  Report to the Louisiana Gaming Control Board. 


� Rhode Island State General Assembly, “House Resolution Creating a Special House Commission to Study Gaming”, 2002 –H 7899 Substitute A, as Amended. [� HYPERLINK "http://www.rilin.state.ri.us/BillText/BillText02/Housetext02/H7899Aaa.htm" ��www.rilin.state.ri.us/BillText/BillText02/Housetext02/H7899Aaa.htm�]


� From the presentation of Gary Ciminero before the Commission on September 17, 2003, “Assessing Impacts of Expanded Gaming in Rhode Island: Framework for Analysis.” 


� Adam Rose and Associates The Regional Impacts of Casino Gambling: Assessment of the Literature and Establishment of a Research Agenda, pp. 9-11 for an excellent review of the various methodological approaches used in these studies.


� National Gambling Impact Study Commission: Final Report p. 2-6


� Rose, p. 31


� NGISC Final Report 7-1, 7-4


� NGISC Final Report 7-10


� Rose p. 7


� Testimony of Jospeh Faldetta to the National Gambling Impact Stud Commission, Atlantic City, N.J. (January 22, 1998)


� Rose p. i


� Rose p. 30


� Rose pp 17-18


� Morgan Stanley, Equity Research, “Monthly Gambling Handbook,” February 19, 2002.


� Rose pp. 16


� Rose p. 19


� Gambling Industry Employee Impact Survey Prepared for American Gambling Association (Coopers & Lybrand LLP, 1997)


� Gambling Impact and Behavior Study Report to the National Gambling Impact Study Commission  (National Opinion Research Center at the University of Chicago, April 1999, pp. 65-72)


�  New York Times, “Traffic?  What Traffic?  State may improve road to casino, but towns balk,” Julie Miller, August 1, 1999.


�  Boston Globe, “Casinos seen as mixed blessing in Conn.,” Paul Kandarian, July 12, 1998.


�  Quincy Patriot Ledger, “Gambling on Casinos,” Christopher Walker, November 25, 2002.


�  Quincy Patriot Ledger, “Conn. Official warns Plymouth about casinos; Ledyard Mayor urges new group to start fighting immediately,” Tamara Rice, September 20, 2002.


�  American Planning Association Journal, “In the Clutch of Casinos: Nearby towns are refusing to cry ‘Uncle’,” by Kathleen McCormick, June 1997.


�  Associated Press, “Study credits tribes with economic development, but towns demur,” Natasha Gural, November 28, 2000.


� National Opinion Research Council, “Gambling Impact and Behavior Study: A Report to the National Gambling Impact Study Commission,” April 1, 1999.


� National Research Council, Committee on Problem and Pathological Gambling, “Pathological Gambling: A Critical Review,” 1999.


� National Gambling Impact Study Commission Report, June 18, 1998.


� New Jersey Casino Control Commission, Jefferies & Co., Hotel Employees and Restaurant Employees Union Local 54. 


�HERE trust funds; comparative data from Economic Policy Institute merged Outgoing Rotation Group of the Current Population Survey for 1993-1997. Income figures are in constant 1996 dollars.


�HERE trust funds; comparative data provided by the Economic Policy Institute, EPI analysis of merged Outgoing Rotation Group of the Current Population Survey for 1993-1997. Income is in constant 1997 dollars.


� HERE Local 54; Economic Policy Institute analysis of March Current Population Survey.


� HERE Local 54; Economic Policy Institute analysis of March Current Population Survey


� NGISC Final Report, June 18, 1998.





� “Prevalence” refers to the number of individuals with a particular disorder in the population at any given point in time.  “Incidence” refers to the rate at which new cases of a particular disorder arise during a given period of time. 


� Connecticut may be the only state that, in the 1970s, mandated that impact studies of legal gambling be conducted every five years.   In written testimony to the Rhode Island Commission, Jonathan Taylor notes that Connecticut has reneged on this pledge to conduct periodic surveys in the face of severe budgetary constraints.  


� Several individuals appearing before the Rhode Island Commission have questioned the approach taken by the NORC research team in combining the Random-Digit-Dial (RDD) survey and patron survey data.  The technique used in this approach (dual-frame sampling) is somewhat complex but is neither unfamiliar nor dubious in the eyes of survey researchers.  Dual-frame sampling was pioneered by the U.S. Bureau of the Census and the methods for combining such data have been well described in a substantial research literature by Census statisticians and others (Biemer, 1984; Kennickell & Woodburn, 1997; Skinner & Rao, 1996).


� See Chapter VIII below, “Outline of Research Reports and Links”, for a listing of all Commission documents and hyperlinks to the reports cited here.
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Amounts in millions.


		State

		Gaming Tax Rate

		Casino Gaming Revenue

		Gaming Tax Revenue

		Effective Tax Rate



		Colorado

		Graduated tax rate with a maximum tax of 20% on gaming revenue

		$631.8

		$92.0

		15%



		Illinois

		Graduated tax rate from 20% to 35% of gross gaming revenue, $2 per patron admission tax

		$1,800.0

		$552.2

		31%



		Indiana

		20% tax on gross gaming revenue, $3 per patron admission tax

		$1,800.0

		$492.6

		27%



		Iowa

		Riverboats: Graduated tax rate with a maximum tax of 20% on gaming revenue
Racetrack casinos: 30% tax of gross gaming revenue, increasing 2% per year to a maximum of 36%

		$922.9

		$216.9

		24%



		Louisiana

		Riverboat casinos: 21.5%*
Land-based casino: $50 million annual tax, increasing to $60 million in 2002, or 21.5% of gross gaming revenue, whichever is greater

*Shreveport/Bossier City riverboat casinos: 19.5%, increasing to 20.5% in 2002 and 21.5% in 2003 
*Bally’s New Orleans riverboat casino: 18.5% to 21.5%, depending on monthly revenues

		$1,800.0

		$374.8

		21%



		Michigan

		18% tax on gross gaming revenue, plus a municipal services fee of the greater of 1.25% of gaming revenue or $4 million annually

		$1,000.0

		$219.3

		22%



		Mississippi

		Graduated tax rate with a maximum state tax of 8% on gaming revenue; up to 4% additional tax on gaming revenues may be imposed by local governments

		$2,700.0

		$322.6

		12%



		Missouri

		20% tax on gross gaming revenue, $2 per patron admission fee per excursion, split between home dock community and the state

		$1,100.0

		$322.7

		29%



		Nevada

		Graduated tax rate with a maximum tax of 6.25% on gross gaming revenue

		$9,500.0

		$688.0

		7%



		New Jersey 

		8% tax on gross gaming revenue, plus a community investment alternative obligation of 1.25% of gross gaming revenue (or an investment alternative 2.5% on gross gaming revenue)

		$4,300

		$342.4

		8%



		South Dakota 

		8% tax on gross gaming revenue

		$58.6

		$4.5

		8%





Shaded numbers indicate that reported revenue and/or tax amounts are inconsistent with the tax rate description.


Source:  American Gaming Association, “State of the States:  The AGA Survey of Casino Entertainment,” http://www.americangaming.org/survey2002/economic_impact/impact.html
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