NATIONAL COUNCIL OF LEGISLATORS FROM GAMING STATES

COMMITTEE ON CASINOS

SAN DIEGO, CALIFORNIA
FRIDAY, JANUARY 6, 2006
DRAFT MINUTES

The Committee on Casinos of the National Council of Legislators from Gaming States (NCLGS) met at the Hilton San Diego Resort in Mission Bay, California, on Friday, January 6, 2006, at 11:15 a.m.  
Assem. Tom Harman from California, Chair of the Committee, presided.

Other members of the Committee present were:


Rep. Kevin Ryan, CT


Rep. Helene Keeley, DE


Rep. Becky Hutchins, KS

Rep. John Evans, PA

Rep. Chris Sainato, PA

Rep. Tim Solobay, PA

Other legislators present were:


Rep. Debbie Hudson, DE


Rep. Vincent Lofink, DE


Rep. Bill Oberle, DE


Rep. Pam Thornburg, DE


Rep. John Viola, DE


Sen. Steven Geller, FL


Sen. Pete Brungardt, KS


Rep. Joe Atkins, MN


Rep. Sondra Erickson, MN


Rep. Bobby Moak, MS


Sen. Richard Lerblance, OK

Others present were:


Susan Nolan, Nolan Associates, NCLGS Executive Director
MINUTES

The Committee voted unanimously to accept, as submitted, the minutes of its June 3, 2005, meeting in New Orleans, Louisiana.

GULF COAST CASINO GAMING POST HURRICAN KATRINA
Beverly Martin, Executive Director of the Mississippi Casino Operators Association (MCOA), by way of background, said that Mississippi legalized dockside gambling in 1992 and that at the time of the storm had 13 working casinos, including the Hard Rock, which had opened 3 days prior to the storm.  She said that the casinos provided 17,000 direct and another 50,000 indirect jobs.  She said that the casinos contributed $455 million to state, county and municipal coffers; of which $209 million went to education, $41 million to social welfare programs and $17 million for hospital/medical.   She said the remaining is contributed to the general fund for various uses.  She said that casinos attracted 5,000 visitors per day per casino.  Ms. Martin said that in the city of Biloxi alone, casinos accounted 35 percent of tax base revenue.  She said that because of casinos, Biloxi has a Gulfport-Biloxi International Airport with jet service from four major carriers.
Ms. Martin reported that all 13 gulf coast casinos suffered extensive damage, but three have now reopened and have put about 3,000 people back to work.  She said that the Imperial Palace Casino, in the more protected back-bay, was the first to open on December 22 with 1,000 hotel rooms and three restaurants.  She said the Isle of Capri Biloxi opened on December 26 with 550 of their 740 hotel rooms utilized.  She said that the Palace Casino opened on New Years Eve with 236 of its hotel rooms open. She added that the hotel rooms are all running 100 percent occupancy.
Ms. Martin said that the casinos contributed to lowering Louisiana’s 26 percent unemployment resulting from Katrina, and that their restaurants and facilities offered needed diversions from the effects of Katrina.

Ms. Martin said that the Copa Casino, the smallest casino without a hotel, has now purchased Harrah’s Grand Casino in Gulfport and will rebuild advantageously.
Ms. Martin said that normalcy is returning, out-of-state visitors are coming back, schools are starting back up, air services are rebounding, roads are being rebuilt and Mardi Gras celebrations will resume.
With the passage of legislation to allow onshore gambling during a special session of the Mississippi legislature, Ms. Martin said, casinos are committed to rebuilding bigger and better.  She said casinos can now build onshore within 800 feet from water’s edge.  She said that this should make a great difference, because it costs three times a much to build on water as it does on land. She said that the MCOA is optimistic that casinos will rebuild three times the facility on land and bigger and better amenities.  

Ms. Martin said that two more casino developers that are interested in the area, which will translate to more needed jobs.  She said that for most of the battle-scarred survivors of Katrina, today is better than yesterday, and tomorrow will be better than today. 
In response to a question from Rep. Hutchins regarding onshore casinos and imminent domain, Ms. Martin said that the State of Mississippi has promised not to apply imminent domain to any type of casino development.  She said, however, that a lot of the beachfront property and homeowners have pooled their resources to offer these tracts to developers.  She said that she had heard that a lot of the property might go to condo developers.  She said that the legislature will take up the issue to ensure that that doesn’t happen.
In response to a question from Rep. Sainato, Ms. Martin clarified that the casinos must be built within the 800 feet from shore, but amenities such as restaurants and hotels may be built outside that demarcation.  She added that the width of the casino must be within the width of the property outside the limits (across I90, the highway), i.e., within the “footprint” of the property.
In response to a question from Rep. Oberle, Ms. Martin said that the state did not offer any assistance. 

 In response to a question from Rep. Oberle, Ms. Martin said that she has heard that it would take three to five years for Mississippi to recover and get its infrastructure put back in line.  She said that Biloxi Mayor Holloway reported that at present one million cubic yards of debris had been removed, which would fill three football fields 45 stories high.  She said that this amounted to one-quarter of the existing debris, and that three-quarters remains to be removed.
Reverend Tom Grey of the National Coalition Against Legalized Gambling said casinos came into the Gulf to generate income after Hurricane Camille.  He said the casinos promised economic development to places like the gulf coast at present, Indian reservations in Gary, Indiana, and rural farmland under crisis in Iowa.  He said that post Katrina areas will show what economic development casinos will create, and what other businesses will flourish.  He said that these areas will become test cases for the casino’s promise of economic development.
Ms. Martin responded that it is hard to compare the two hurricanes, as Camille was a much smaller event.

Rep. Moak, Chair of the Mississippi House of Representatives gaming committee, clarified that Camille was in 1969, and that the Mississippi legislature did not legalize casino gambling until 1990, and a casino didn’t open until 1992.   He said that the reason that state kept taxes at the rate it did was because Mississippi followed the Nevada market, had an open and competitive market, and did not sell off licenses.   He said that Mississippi has been a test case since 1992.  He said that the casino industry generates more tax revenue than any other segment of the state’s economy.  He said that Harrah’s is the number one employer in the state. He said that tourism is the number one revenue generator for the state, that the casino makes up a big part of that, and that the state depends upon casinos for not only the direct jobs, but the massive amount of indirect jobs.
Louisiana Attorney General Charles Foti explained to NCLGS legislators that Katrina came into Louisiana and Mississippi like a weapon of mass destruction, decimating all in its path.  He said that first, Louisiana experienced Katrina, the hurricane; then the levees flooded; and Rita hit a month later.  He said that this has necessitated total rebuilding of affected areas.  He said that all gaming establishments, ranging from “mom and pop” restaurants with video poker to full blown casinos, took significant hits.  He said that within a very short time after Katrina, riverboat casinos owned by Isle of Capri and Harrah’s started generating revenue.  He noted that, ironically, gaming revenue in November 2005 was higher than the prior year—184 million as compared to 167 million in 2004.  General Foti said that construction, FEMA and aid workers contributed to this phenomenon.  
General Foti said that Louisiana, by way of a special legislative session, allowed damaged racetracks such as Fairgrounds in New Orleans to run races in Shreveport and to allow purses from slots in a racetrack in Lake Charles to move to the other tracks, in order for part of the purses to go to the horsemen and trainers.  He said that a constitutional amendment in the spirit of economic compromise allowed the Fairgrounds to add more video poker machines.

General Foti said that Harrah’s in New Orleans would reopen in February 2006.  He said the state legislature and gaming board worked with Harrah’s to facilitate a temporary short term process to allow the casino to move forward.  
General Foti said that a good partnership exists in Louisiana between the attorney general’s office, the state police, the legislature, the gaming board, and the casino owners and operators.  He said this will help put the economic development engine back in place.  He said that a massive effort is being made to move forward and to better protect the state and serve the wishes of the state’s people.

Sen. Geller thanked General Foti for his presence at the NCLGS meeting.  He also thanked Sue McNabb of the Attorney General Foti’s office for her contribution to NCLGS meetings.  He said that on Sunday, January 8, NCLGS would ratify associate memberships for groups such as attorneys general and enforcement associations.  
In response to a question from Sen. Geller regarding casino industry contributions to the rebuilding of the ravaged communities, General Foti said that Harrah’s kept its employees on payroll post Katrina until mid-November in an attempt to bring them back, has worked with Mississippi to attempt to place workers in other state, has held job fairs, and has been active in senior programs like “meals on wheels.”  He noted that the casino industry could do more, as Harrah’s derives much capital from the host community and compulsive gambling is a byproduct.
INTERNET GAMING RELATED ISSUES

Frank Catania from Catania Consulting, representing the Internet Gaming Council (IGC), referred to a New York Times article “Wall Street Bets on Gambling on the Web,” regarding investment companies such as Goldman Sacks, Merrill Lynch and Fidelity holding millions of dollars in shares in online casino gaming companies that are now publicly traded in the London Stock Exchange.   He said some of these online gaming companies are located in Costa Rica, Gibraltar, etc., and that no American tax dollars are paid in the U.S. regarding internet gaming.  
Mr. Catania said that U.S. Rep. Robert Goodlatte (VA), a long-time opponent of internet gambling, was quoted in this article as saying that internet gaming was very bad, that Congress ought to investigate it, and that perhaps the investment companies are knowingly supporting and promoting illegal activity.  Mr. Catania said that he was sure that this was not the case.

Mr. Catania surmised that opponents of internet gaming might want prohibition rather than regulation because they are opposed to all gambling and there is no regulatory structure for internet gambling in the U.S.  He said opponent’s arguments regarding internet gambling include (1) there’s no control for under-aged gamblers; (2) it’s a haven for compulsive gambling; and (4) it’s a way for terrorists to finance their terrorist activities.
Mr. Catania said that U.S. prohibition of internet gambling will not stop it in the U.S., much like the Volstead Act, the alcohol prohibition act passed by Congress in 1919, did not stop the consumption of alcohol.  He said that alcohol prohibition was not only a failure, but it actually created and fostered organized crime and its profits.
Mr. Catania said that the U.S. must realize that the internet is global and not confined to a country’s boundaries.  He said that it is virtually impossible to stop the flow of internet data from one country to another.  He said that the internet needs to be regulated and controlled internationally and not nationally, as is the U.S. current policy.  He said that the vast majority of countries realize the need to regulate internet gambling and are beginning to adopt regulations for licensing online gambling operators and to put in tax structures to receive revenue from the industry.  Mr. Catania said that recently in 2005, the U.K. passed a gambling reform bill.  He proposed that by 2006 or 2007, internet companies will be operating from the U.K. and would not be precluded from accepting U.S. dollars.  
Mr. Catania said that internet technology is advancing at lightning-fast speed and that 
responsible online gambling sites and operators had the ability to exclude underage gamblers.  He alluded to a 60 Minutes segment which showed the benefits of regulating internet gaming sites, i.e., the exclusion of under-aged players.  He said that if licensed and regulated operators have access to identification data such as driver licenses and credit cards, they can police players.  He said that prohibiting credit cards is counteractive.

Mr. Catania said that a compulsive gambler will always find a way to gamble even without casinos, such as engaging in sports events, lotteries, and card games.  He said that licensed internet gambling sites could some time in the future provide programs to help compulsive gambling.  He said operators could provide players an opportunity to set limits on playing times or bet amounts.
Mr. Catania said that the IGC recently commissioned NFC Global, an internationally recognized group with extensive background in gaming and law enforcement, to do a white paper on money laundering, which concluded that internet gaming is no more or less susceptible to money laundering than any other form of internet commerce.  Mr. Catania said that the answer is not prohibition, the answer is regulation, and that is a state’s rights issue.
Sen. Geller asked Mr. Catania if he was aware of NCLGS position on internet gaming and informed him that NCLGS would be holding a hearing at its next meeting on the issue.  Mr. Catania said that 13 states had met this past December in Indiana to discuss whether they should be regulating internet.  Sen. Geller said that NCLGS chose to oppose internet gaming because (1) the states need to have the absolute right to determine what type of gambling is legal in their jurisdiction and that internet gambling would prohibit that; and (2) internet gambling does not provide a level playing field for state-regulated gambling.
CASINO TAX RATES

Sen. Geller said that Florida recently passed legislation dealing with slot machines at pari-mutuels, which has been characterized as being “set up to fail.”  He said that the voters went around the Governor, who opposes slots, and passed by referendum a bill to authorize slot machines at pari-mutuels in two counties if the residents voted in a separate referendum to have them.  He said that the residents of his county did so, and passed a law requiring a 50 percent tax rate to the state, an additional five percent cost of regulation to the state, an additional three or four percent to local government, and purses on top of that, which equates to from 65 to 68 percent of gross revenue going to taxes and purses.  Sen. Geller said that the state’s office of demographic economic research said that the optimum tax rate that would generate the most income was about 30 percent.

Sen. Geller said that a lot of promises were made relating to the amount of money to be made, jobs to be held, economic development, and nice facilities to occur, but that this could not happen in such a scenario.  He paraphrased Gene Christiansen, who had said at a previous NCLGS meeting that a state at a ten percent tax rate can make money and will end up with a Bellagio; at 35 percent a state can still make money and end up with a Hyatt or Hilton; at a 70 percent tax rate, a state will end up with slot machines at convenience stores.  Sen. Geller said concluded that the tax rate determines the quality of the gaming venue in a state.  He said that passing a bill that is doomed to failure does not do what the voters have instructed legislators to do.
Reverend Grey said that gambling was brought in by saying taxes, more taxes, and the promise of a painless revenue stream.  He said that in reality legislatures gave the licenses away, i.e., Illinois granted licenses for $5,000, and privileged licenses, that would make millions of dollars, for $35,000.  He said now gambling states are auctioning off licenses for from $300 to $500 million—therefore the relative worth has gone up.  He said that at a 38 percent tax rate, what the Grand Victoria Casino Elgin in Illinois pays, a casino still makes 20 percent profit.  He said that grocery stores only make one and one-half percent.  Reverend Grey said that a very clear look needs to be taken at the amount of profit derived casinos derive from gambling compared to the amount reinvested in the community, which supposedly is the reason for allowing gaming in the first place.  He said that legislators are doing a disservice to their constituents if they do not provide the promised revenue stream to their states. 
Sen. Geller said that starting off at 67 percent of gross on “dollar one,” not on a sliding scale, is circumventing the taxpayer’s will.  Rev. Grey said that the casinos will still come in with hopes of lowering the tax rate.
ADJOURNMENT


There being no further business, the meeting adjourned at 12:30 pm.  
k:/nclgs/8000746
PAGE  
- 7 -

