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MINUTES OF THE SENATE COMMITTEE ON FEDERAL AND STATE AFFAIRS.

The meeting was called to order by Chairperson Senator Lana Oleen at 11:10 a.m. on March 18, 1999 in
Room 313-S of the Capitol.

All members were present:

Committee staff present: Mary Galligan, Legislative Research Department
Russell Mills, Legislative Research Department
Theresa Kiernan, Revisors of Statutes
Judy Glasgow, Committee Secretary

Conferees appearing before the committee:
Senator Sherman Jones
Brad Smoot
Phil Ruffin, Wichita Greyhounds
Tom Ahart
Gary Guccione, National Greyhounds Assoc.
Steve Montgomery, Greyhound Kennel Owners
Katherine Simmons, City of Frontenac
Don Denney, Unified Gov. of Wyandotte Co., Kansas City,Ks
Glenn Thompson, Stand up for Kansas
Frank DeSocio, Kansas Bowling Proprietors Association
Dave Schneider, Kansas for Lift at it’s Best
Wendell Maddox, The Humane Society of the U.S.
Rebecca Rice, Kansas Clubs and Associates
Lester Lawson, Kansas Clubs and Associates
Chuck Yunker, American Legion
Jeff Rutland, Kansas Quarter Horse Racing Assoc.
Ralph Lilja, Horseman’s Protective & Benevolent Assoc.
Laura Abeyta, Prairie Band Potawatomie Nation

Others attending: See Attached List
Chairman Oleen requested clarification from staff on SB 329 regarding the sales tax portion. An amendment

has been submitted which would remove the sales tax;.this is clarified with a footnote

Chairman Oleen opened hearing on SB 329 Video lottery games;

Chairman Oleen recognized Senator Jones, who spoke as a proponent for SB 329. Senator Jones stated that
this bill would bring economic development to Kansas City, Kansas and Wyandotte County. He stated the
area has a new NASCAR race track that will open soon; it will draw between 75,000 and 85,000 people to
the area for three to four days of racing and this bill will provide these people additional activities to do after
the races. Senator Jones ask the committee to favorably consider this bill.

Chairman Oleen recognized Senator Gilstrap, a proponent for SB 329. Senator Gilstrap stated that the people
of Wyandotte County voted a nonbinding referendum vote to allow slot machines at the Woodlands race

track; the vote was 86 percent in favor, 14 percent opposed. He asked that the committee favorably consider
SB 329.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted
to the individuals appearing before the committee for editing or corrections. Page 1



CONTINUATION SHEET

MINUTES OF THE SENATE COMMITTEE ON FEDERAL AND STATE AFFAIRS, Room 313-S
Statehouse, at 11:10 a.m. on March 18, 1999.

Chairman Oleen called on Brad Smoot, representing the Kansas Racing Limited Liability Corporation, that
owns the Woodlands in Kansas City, Kansas. Mr. Smoot noted that a handout was provided for the
committee which provides financial data about the impact of SB 329 on the state of Kansas and on particular

communities in Kansas. (Attachment 1. Included in this handout was Exhibit B, an article from The Wichita

Eagle, dated March 16, 1999, from the Our View column entitled Guess What? ).
He stated that information was included making comparisons with the state of lTowa and the Missouri river

boats. Mr. Smoot discussed the amendments offered that address several concerns raised; some technical,
other relating to the constitutional or regulatory requirements of gaming legislation. And other amendments
concerned negotiated terms with parimutuel interests. He urged the committee’s favorable action on the
amended version of SB 329.

Chairman Oleen called on Glenn Thompson, Stand Up for Kansas an opponent to both SB 329 and SB 330.
Mr. Thompson stated that casinos permitted by these bills would create numerous social and economic
problems.(Attachment 2) He stated that a casino at the Wichita Greyhound Park would make casino machines
accessible to over 600,000 citizens within a 50 mile radius, in Sedgwick county and 12 other surrounding
counties. Mr. Thompson urged the committee to vote no on both SB 329 and SB 330.

Chairman Oleen recognized Frank DeSocio, Kansas Bowling Proprietors Association an opponent to SB 329
and Proponent to SB 330. Mr. DeSocio stated the race tracks do not have a monopoly on the downturn in
business.(Attachment 3) He stated that all segments of the entertainment industry in Kansas have felt the
presence of river boat gambling, and the bowling industry is no exception. Mr. DeSocio stated that the State
should not single out one group and give them additional monopoly privileges when to do so will hasten the

decline of other entertainment segments in Kansas. He urged the committee to oppose_ SB 329 and support
SB 330.

Chairman Oleen called on Dave Schneider, Kansas for Life at its Best, an opponent to_ SB 329 and SB 330.
Mr. Schneider stated the effect of these bills would move the state from being a neutral referee of the political
process to an antagonist in the battle._ (Attachment 4, included in the handout was an editorial from The

Wichita Eagle, dated January 17, 1992 by Denney Clements). Mr. Schneider stated that it would be unwise

for the state to abandon its traditional role as neutral referee concerning gambling.

Wendell E. Maddox, Jr., regional director, The Humane Society of the United States was recognized by
Chairman Oleen. Mr. Maddox spoke as an opponent to SB 329 and SB 330 because they are aimed at
propping up the failing pari-mutual dog racing industry._(Attachment 5, included in the attachment was an
October 19, 1986 article by Tim Carman from The Kansas City Star entitled Racing Opponent raises Humane
Issue: also included was a Kansas City Star Editorial dated May 1, 1986 entitled Mixed in Kansas. An
editorial from The Kansas City Times dated 10-13-86 entitled Racing’s Other Victims. A publisher’s letter

entitled Horse Racing Creates More Jobs than Dog Racing, from the March 1988 Kansas Business News.
An Editorial from October 17. 1986 The Kansas City Times. entitled Spare Kansas from Big Cigars. An

article entitled Gambling amendment Opposed from the October 10, 1986 Kansan.) Mr. Maddox urged a no
vote on SB 329 and SB 330 and stated that it is time to stop exploiting animals for the sake of profit and
greed.

Rebecca Rice addressed the committee, representing the Kansas Clubs and Associates as an opponent to SB
329 and as a proponent to SB 330. Ms. Rice stated that legislation which grants a monopoly license for most
of the gambling revenue earned by lottery retail contractors to just two individuals is bad public policy
(Attachment 6). Ms. Rice spoke in support of SB 330 on behalf of the Kansas Clubs and Associates.
(Attachment 7). Rebecca Rice stated that choosing one business owner over another for competitive
advantages inherently designed to cripple the non-state endorsed business, supports state-sponsored economic
engineering. She asked the committee to favorably consider SB 330 as a fairness issue, if gambling is to be
expanded.
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CONTINUATION SHEET

MINUTES OF THE SENATE COMMITTEE ON FEDERAL AND STATE AFFAIRS, Room 313-S
Statehouse, at 11:10 a.m. on March 18, 1999.

Chairman Oleen recognized Representative Chris Steineger as a proponent of SB 329._ Representative
Steineger stated that people like the opportunity of winning something of value by taking a chance.
(Attachment 8) He listed the many ways Kansans now have this opportunity of wining something in Kansas.

Chairman Oleen recognized Phil Ruffin, owner of Wichita Greyhound Park, a proponent of SB 329. Mr.
Ruffin stated that the racetracks in Kansas need to be allowed to improve, update and modemize their
products in order to offer the same popular attractions as their competitors. (Attachment 9) Mr. Ruffin asked
the committee to take the necessary steps to allow racing to update and compete by supporting

SB 329.

Gary Guccione, Executive Director of National Greyhound Association was recognized by Chairman Oleen.
Mr. Guccione stated that Greyhound breeders and owners of Kansas and elsewhere in the United States are
in favor of the general intent of SB 329. (Attachment 10). Mr. Guccione stated that the livelihood of many
thousands of Kansans who work in the racing industry would be seriously affected

should the Kansas tracks close.

Chairman Oleen recognized Lester Lawson, president of Kansas Clubs and Associates, an opponent to SB
329 and a proponent to SB 330. Mr. Lawson stated that SB 329 would reward the track owners excessively
at the expense of small businesses. (Attachment 11). Mr. Lawson stated that SB 330 i1s much fairer to Kansas
and all retailers. He asked that the committee give careful consideration to the two bills and recommend the
one which is fairer and which is the most beneficial for everyone.

Chairman Oleen recognized Chuck Yunker, The American Legion, as an opponent to SB 329 and SB 330.
Mr. Yunker stated that passage of SB 329 will ensure the end of bingo in even more communities where
profits are used locally to benefit local programs. (Attachment 12). Mr. Yunker stated that if Kansas allows
video gaming it should do so in a reasonable fashion which strictly limits access to machine.

Chairman Oleen recognized Jeff Rutland, representing the Kansas Quarter Horse Racing Association, as an
opponent to_ SB 329. Mr. Rutland stated that SB 329 is designed to bring casino gambling to Kansas on the
backs of the parimutuel racing industry._(Attachment 13). Mr. Rutland stated that SB 329, if passed into law
would sound the final bell for the Kansas Quarter Horse and Thoroughbred Racing Industry. He urged the
committee to vote no on SB 329.

Chairman Oleen recognized Laura Abeyta, Prairie Band Potawatomi Nation. Ms. Abeyta stated that she
appeared as neither a proponent nor an opponent to SB 329 and SB 330. (Attachment 14). Ms. Abeyta stated
that the state does receive money from the casinos. In 1998 their casino and its employees paid 6.8 million
dollars in State and Federal taxes last year. She cited other numerous economic developments in Jackson
County as a result of the casino.

Chairman Oleen recessed the meeting at 1:10 p.m and announced the meeting would reconvene at 3:00 p.m
at a location to be announced.

The meeting was reconvened at 3:00 p.m. in room 529-8 of the Statehouse, for the continued hearing on SB
329 and SB 330.

Chairman Oleen called on Thomas Ahart, Kansas City, Kansas as a proponent for SB 329. Mr, Ahart
presented a petition to the committee signed by over 350 residents of Wyandotte County supporting SB 329.
(Attachment 15) Chairman Oleen noted that the petition would be entered into the committee’s official
records. (Attachment 16). Mr. Ahart stated that SB 329 would give a much needed economic boost to
Wyandotte County and he urged the committee to give serious consideration to passage of SB 329.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted
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CONTINUATION SHEET

MINUTES OF THE SENATE COMMITTEE ON FEDERAL AND STATE AFFAIRS, Room 529-
S Statehouse, at 3:00 p.m. on March 18, 1999.

Chairman Oleen recognized Steven Montgomery, representing Kansas Greyhound Kennel Owners
Association as a proponent for SB 329. Mr. Montgomery stated that combining parimutuel racing with casino
gaming have been successful in other states. (Attachment 17). Mr. Montgomery stated that he has included
some amendments that have been proposed by the Greyhound Kennel Owners Association and that have not
been included by Mr. Smoot.

Katherine Simmons, City of Frontenac, was introduced by Chairman Oleen as a proponent of SB 329. Ms.
Simmons stated that SB 329 would mean economic development for Frontenac in the amount of 200 jobs.
She stated that Frontenac draws people from a four state location; Missouri, Oklahoma, Arkansas and Kansas
and that SB 329 would enable Frontenac to take advantage of this unique opportunity. Ms. Simmons urged
the committee to favorably consider SB 329.

Chairman Oleen called on Don Denney, Unified Government, Wyandotte County, Kansas City, Kansas, as
aproponent to SB 329. Mr. Denney stated that the Unified Government of Wyandotte County, Kansas City,
Kansas fully support SB 329 and also endorse a local-option referendum regarding electronic gaming
machines. (Attachment 18, Also attached was an article from The Kansas City Star dated February 25, 1999

Heaster, entitled Slots at The Woodlands- Make Moral and Money Sense.) Mr. Denney urged the
committee’s support of SB 329.

Chairman Oleen recognized Ralph Lilja, Horseman’s Protective and Benevolent Association as an opponent
to SB 329. Mr. Lilja stated that they cannot support the bill in its present form. (Attachment 19). Mr. Lilja
stated that SB 329 offers 21 days of racing at the Woodlands and this is not realistic; originally with the new
owner the contract had called for 55 days the first year and 65 days thereafter. The $1.5 million offered in
this bill would not begin to cover costs.

Chairman Oleen opened the hearing for questions on_SB 329 and SB 330.

Questions from the committee members were directed at the owners of the two race tracks and the economics
of racing; and that when these tracks were purchased if the new owners had knowledge of the industries
financial condition and the effects of the river boats in Missouri and the Indian Casinos in Kansas. Questions
were also raised concerning the number of days that horse races were held at The Woodlands. Mr. Smoot
stated that The Woodlands had lost approximately $600,000 last year for the 21 days of horse racing. This
would amount to $30,000 per race day. Inresponse to a question from the committee, Mr. Lilja stated that
65 days would be the number of days that most race horse owners would like to see offered. Senator Oleen
questioned if the state owned the machines who would pay the up front cost of establishing the central
computer systems, the communication infrastructure and the machines themselves. Mr. Smoot stated that in
SB 329 the track owners would assume all of the costs for startup fees.

Questions were directed to Mr. Scafe of the Racing and Gaming Commission for clarification of their
responsibilities at the race tracks. Mr. Scafe stated that the Racing and Gaming Commission would be
responsible for policing the facilities for enforcement of the state statutes, state rules and regulations and
would be on site while the games are being played.

Chairman Oleen requested that Mr. Smoot provide information to the committee concerning the 16% that the
State would receive; how this would be distributed and how much the State would receive; the costs to the
state and each agency and how these expenses would be paid.

Chairman Oleen closed the hearing on SB 329 and SB 330.

The meeting adjourned at 3:45 p.m. The next meeting of this committee will be March 22, 1999
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Presentation in Support of 1999
Senate Bill 329

Senate Federal & State Affairs Committee
March 18, 1999

en. Federal & State Affairs Comm.

S
Date: 3-/5-99
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Senate Bill 329

An ACT authorizing electronic gaming machines; relating to
the regulation thereof; creating the Kansas education
technology enhancement fund; amending K.S.A. 74-8701,
74-8702, 74-8704 and 74-8711 and K.S.A. Supp. 74-8710,

74-8718, 74-8719, 74-8723 and 74-8804 and repealing the
existing sections.




The Proposed Bill

Enables Existing Industry to Adapt to Market
Assists Agricultural Industries

Promotes Education Technology

Provides for Economic Development

Retains Kansas Dollars in Kansas
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Existing Gaming

State Lottery
Two Operating Pari-mutuel Facilities

Five Missouri Riverboats
— Under Missouri Regulation
— Estimated $100 Million Revenue from Kansans

Four Indian Casinos

— Under Federal Jurisdiction

— No Tax Revenue to State Government

/



Kansas Racetracks

Kansas Racetrack Admissions

2,000,000 Missouri
Riverboats

1,500,000

1,000,000

500,000

1993

1994

1995

—&— The Woodlands

1,400,000

1,200,816

580,827

395,294

328,659

~—{ii— Wichita Gre yhound

530,455

497,000

424,083

315,201

266,827

= Total Admissions

1,930,455

1,697,816

1,004,910

710,495

595,486

Source: Kansas Departiment of Commerce and Housing




Trends in Government Revenue Flows

Total State and Local Fees and Taxes

(From Past Woodlands Operations)

$10 -

$8

$6 -

$4 -

Millions of Dollars

$2 -

$0 -

State and Local Fees and
Taxes

Sowrce: PGAV, Inc.
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Survey of Registered Voters

55% Favored slot machines at the racetracks
78%Favored local referenda on slot machines
60% Participated in legalized gaming

35% Have visited a Missour1 Riverboat

199% Have visited a Kansas tribal casino
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Estimated Direct Statewide Impacts

$ 150.00
9.80
9.80
1.50
1.50

37.50

15.00

19.60
2.85

o 8 o2 W B 8 92 o5

1,500 New Jobs for Kansas
$ 60 Million Capital Investment in Kansas
Million Statewide Gaming Revenue
Million Education Technology Enhancement Funding
Million Economic Initiative Development Funding
Million to Kansas Municipalities
Million to Charitable Organizations
Million Annual Payroll and Benefits
Million Advertising and Marketing Campaign

Million Greyhound Purse and Purse Supplements

Million Horse Purse and Purse Supplements
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Estimated Operating Pro-Forma

Estimated Percent of Estimated

Statewide Revenue Gaming Revenue
Estimated Gaming Revenue $ 150,015,000 100.00%
State Share of Revenue 24,002,400 16.00%
Agricultural Purse and Purse Supplement 22,480,106 14.99%
Statutory Partner Income 46,482,506 30.99%
Operator Revenue 103,532,494 69.01%
Payroll and Related Exp. 37,503,750 25.00%
Marketing and Advertising 15,001,500 10.00%
Other Operating Expenses 7,500,750 5.00%
Total Operating Expenses 60,006,000 40.00%
EBITDA 43,526,494 29.01%
Interest Expense 3,500,000 2.33%
Depreciation Amortization 11,500,000 7.67%
Income Taxes @40% 12,250,598 8.17%

Net Income $ 16,275,896 10.85%




Beneficiaries of Kansas SB 329

Host Municipalities
Agricultural Interests
Education Technology Enhancement Funding

Economic Development Initiative Funding
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Amendments to SB 329

Proposed amendments are intended to address
the following issues...

e Require operators to pay purse supplements
e Address regulatory concerns
e Clanty eligible tracks

/1



Estimated Shared Revenue Flows

Statutory Government Revenue Flows 16.00% 24,002,400
Kansas Municipalities| 1.00% 1,500,150
Charitable Organizations| 1.00% 1,500,150
Regulatory Costs 1.00% 1,500,150

Education Technology Enhancement Fund|  6.50% 9,750,975 ||
Economic Development Initiative Fund|  6.50% 9,750,975
Statutory Agriculture Supplements 14.99% 22,480,106
Greyhound Purse and Purse Supplement| 13.06% 19,595,106
Horse Purse and Purse Supplement] 1.92% 2,885,000
Total Shared Revenues 30.99% 46,482,506

11
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Comparison of Revenue Flows

Percent of Casino Revenue

Statut

35.00% +

30.00%

31.32%

ory Allocation of Revenues

25.00%

20.00% -

15.00% -

10.00% -

5.00% -

30.99% '

0.00% - | VN lar
Praire Meadows 1997 Bluffs Run 1997 Kansas SB 329 Yr 1
[0 Purse and Purse Supplements 8.27% 7.64% 14.99%
Admission Taxes 1.35% 1.92% 0.00%
Gaming Taxes 21.71% 22.66% 16.00%

Source: lowa Racing and Gaming Commission

12
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Midwest Gaming Tax Rates

lllinois Riverboats

Indiana
Riverboats

lowa Riverboats

lowa Racetracks

Riverboats

Tribal Gaming

Kansas
Racetracks

Effective Tax Rate

30.46%

27.64%

19.89%

32.82%

29.46%

0.00%

30.99%

Hllinois data Calendar Year 1998 Source: lllinois Gaming Board

indiana data Calendar Year 1998 Source: Indiana Gamming Commission

lova data for FY 1998 Source: lona Racing and Gaming Commission

Missoun data Calendar Year 1998 Source: Missoun Garming Commission

Kansas estimated AGR and estimated impacls of SB 329
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Exhibits

A. Gaming Locations Map

B. Wichita Eagle Editorial 3/16/99

C. Schroth & Associates Voter Survey

D. PGAV, Inc. Estimated Economic Impacts
E. Testimony in Support of Senate Bill 329
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Exhibit A - Location Map

¥ Native American Casinos MARCH 16, 1999

*  Missouri Gaming Casinos . 2 i 0

SCALE IN MILES NORTH

B Kansas Racetrack Facilities
m Urban Consulting
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SCHROTH & ASSOCIATES

FPuBLIC OPINION RESEARCH

SURVEY OF REGISTERED VOTERS IN
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SCHROTH & ASSOCIATES

PuBLIC OPINION RESEARCH

SURVEY FACT SHEET

Number of interviews: n =400

Margin of error: +/- 4.9% for the full sample.

(The margin of error for
sub-groups will be higher)

Field dates: March 5-8, 1999
Survey type: Telephone

interview length 16:00

Universe: Random selection of

registered voters in the State
of Kansas, who self-
described themselves as
registered to vote in Kansas

1101 —307TH STREET. NW /GEORGETOWN FLACE #220/WASHINGTON, DC 20007
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3 QUESTIONNAIRE IS THE PROPERTY OF:

~HROTH & ASSOCIATES

© Copyright 1999 Schroth & Associates

PHONE NUMBER:( )

CITY:

COUNTY:

KANSAS March, 1999 Jug#

OFFICE USE ONLY:
Q. NUMBER:

CODE WARD (5-7):

VALIDATED BY:
5-7

RESPONDENT'S
NAME:

GENDER: MALE / FEMALE (CIRCLE)

INTERVIEWER'S USE:
DATE: / ___ TIME BEGUN: :

INTER. ID: TIME ENDED: :

INTERVIEWER'S SIGN:

Hello, my name is (first & last name) from S&A Research. We are conducting a poll of people's opinions toward local public
affairs and current events, and this number was selected at random. | promise you, this is a public opinion survey, and we
are not selling anything. According to the research procedure, | have to speak to the youngest (male/female) registered voter

in the household who is currently at home.

A. Just to confirm, are you currently registered to vote at

this address in Kansas?

1. Generally speaking, do you think that things in the United States today are Right direction
moving in the right direction, or do you think that things are off track and Wrong direction
moving in the wrong direction? Don'tknow ..........
2. What about here in Kansas, do you think things are moving in the right Right direction
direction today, or do you think that things are off track and moving in the Wrong direction
wrong direction? Don'tknow ..........
3. How would you rate the job Bill Clinton is doing as President -- excellent, Excellent . ...........
good, not so good, or poor? 2152, (SN
Notsogood .........
POOF a2 2 2 5 3 o &

4. How would you rate the job Bill Graves is doing as Governor -- excellent, Excellent

good, not so good, or poor?

5. As you may have heard, the Kansas legislature is currently considering a Favor ..............
new law which would legalize slot machines at Kansas horse and Oppose .............
greyhound racing tracks -- but only if the voters in those counties with Don't know/refused

Yes .........
TERMINATE--No .........

EOOT 005 2 2 5 5 » v o

racetracks approve. These machines would be operated by the Kansas
Lottery, would be restricted to people 21 years of age and older, and
would be required to pay 16% of all revenue they generate to the state.
Generally speaking, do you favor or oppose this new law legalizing slot

machines at Kansas racetracks?

BEOE waeen < = % 3 5 semm & ¢

/—/9



Ba.

10.

11.

ROTH & ASSOCIATES

Do you favor or oppose allowing the voters in those counties with
racetracks the oppartunity to vote on legalizing slot machines in their own
county?

Do you favor or oppose casino gambling on tribal reservations, which is
currently allowed in Kansas?

Have you visited a casino or participated in any other type of legal
gambling activity — like the Lottery or horse racing — during the past two
years?

Have you ever visited one of the four tribal casinos here in Kansas?

Have you ever visited one of the Missouri riverboat casinos?

JOB# JE2
Favor ......... .. ... ........ 78
OPPOBE s s wvmrn 5 8 5 6 Stves 5 4 2 21
Don'tknow/refused . .. ............ 1
Favor ............ ... ... .... . 60
Oppose ..o 33
Don't know/refused . ... ......... .. 7
YOS &5 s v oo v 5 e 5 ¥ B EEES © o 60
NG o5 5 5 soamsms 5 5 5 B9 8 5 5 x Bdhones uw o 40

NOo ..., 81

Now I'd like to read you a few statements that some people agree with while others disagree. I'd like to get your

opinion. Here's the first one -- do you agree or disagree?

Kansas is losing millions of dollars in potential state and local revenue to
riverboats in Missouri and tribal casinos here in Kansas.

AGREE DISAGREE DK/REF

The revenue from slot machines would provide much-needed new money for
public education and other impartant public services in Kansas.

Kansas has too much gambling as it is now, and the legislature shouldn’t allow
any more.

I would be more likely to support allowing slot machines at racetracks if | knew
that the revenues going to the state would be spent specifically to improve public
education in Kansas.

| would be more likely to support allowing slot machines at racetracks if | knew
they would create over 1,000 new jobs in Kansas.

Generally speaking, | am less opposed to legal gambling than | have been in the
past.

Even though | may disagree with it, gambling does provide substantial economic
benefits to local communities that allow them.

Local voters in Kansas should have the right to decide whether or not to expand
gambling in their own county.

Gambling is essentially immoral and should be illegal in Kansas.

Now that you've heard a little more information, would you say you favor or  Favor
oppose a new law allowing slot machines at racetracks in Kansas? Oppose

54 28 17
57 36 6
42 53 4
70 28 1
60 36 4
45 49 6
64 30 6
84 14 2
30 65 5
........................ 59
....................... 37
Don't know/refused ............ ... 4
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{ROTH & ASSOCIATES

Now | have just a few more questions that are for
statistical purposes only...

Gender (Do Not Ask; Just Record)
If FEMALE ASK: And are you employed outside the home?

Male . ... e 47
Female/staysathome ............................. 22
Female/works ouisidethehome ..................... 31
Could you please tell me--is your age:

18-24 5
25-34 11
35-49 30
50-B4 26
BO=T4 i s 6 o onwsosns 6 3 o vtens & 8 8w SRR L S SAEIEN ¥ 48 UG 15
TEE ¢ oo s v voaomues 5 % 5 o opren B B 8 5 DRI ¥ 5 BORESIE 4 B ¥ B a0 13
Don'tknowf/refused . ........ ... ... .. ..., -

JOB# GE 3

Politically speaking, do you consider yourself a
Democrat, as a Republican, or are you completely

independent?

Democratic ......... ... ... .. ... ... 28
Republiean .« couwwn s ¢ vvsin s o g 5 wment 6 5 5 8 50ETE . . | 45
Independent ....c.covimmm e i imrin e e o o 25
DK/refused ............ciiiii 2
May | ask your religious preference-- is it Baptist,
Catholic, Protestant but not Baptist, or Jewish?

BaphSticne « o v v oown o 5 v cuvis 5 5 6 6 wessnn b § 5 5 9SSRI 5 . . 13
CatholGie «  « smmum 2 4 ¢ wovvevn 5% ¥ SELEG 55 8 5 588 x 0 23
Protestant, but non-Baptist ... .. ... ... ... ... . . . .. 56
JEWISH it 5 0 5 058 6 9 8 V08 5 % 5 e = e o s 4 s 1
ORNETE s 55 5 & iinin 5 5 = smmimiror o o o simrme = o = 5 5 swmris o 4
Don'tknowfrefused . . ........... .. ... ... ... ... . 4
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Exhibit i

Economic Impacts of Senate Bill 329

> Inducement of $50 million in private investment at
Woodlands, Wichita and Pittsburg tracks.

> Capture $150 million annually in gaming spending
(much of this spending is now going to Missouri and
Native American casinos).

> Creates $38.7 million annually in new private sector
payroll (1,290 jobs).

> Creates $23 million annually in other operating
expenditures by track operators.

> $24 million annually to State for distribution to:

= Host cities ($1.5 million)

* Charitable organizations ($1.5 million)

= Regulatory costs ($1.5 million)

= Education Technology Enhancement Fund ($9.75
million)

= Economic Development Initiative Fund ($9.75 million)

> Additional $2.1 million annually in new revenue to local
governments (win distribution, property taxes and sales
taxes).

» $1.9 million annually in personal income taxes and
sales taxes to the State of Kansas.

B S e LS D S — — ————— —— ————————e—————eee e ———

PGAV Urban Consulting
3-16-99
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BRAD SMOOT Exhibit E

MERCANTILE BANK BUILDING ATTORNEY AT LAW 10200 STATE LINE ROAD
800 SW JACKSON, SUITE 808 SUITE 230
TOPEKA, KANSAS 66612 LEAWOOD, KANSAS 66206
(785) 233-0016 (913) 649-6836

(785) 234-3687 (fax)
Statement of Brad Smoot, Legislative Counsel
Kansas Racing, L.L.C.
to the
Senate Federal & State Affairs Committee
Regarding 1999 Senate Bill 329
March 18, 1999

Madam Chair and members of the Committee:

Kansas Racing, L.C.C.,, 1s a limited liability corporation owned by corporations of W.M.
Grace and the Empress Casinos. Our company purchased the Woodlands dog and horse track
in Wyandotte County from the bankruptcy trustee on the last day of 1998. Together, the
owners of Kansas Racing bring considerable experience in gaming and racing to a Kansas
resource much in need of your attention. On behalf of the Woodlands, we are pleased to
support the proposal to permit the Kansas Lottery to operate slot machines at certain parimutuel
sites in Kansas. We believe Kansas has a unique opportunity to invigorate the racing industry
which has suffered greatly in recent years while returning revenues, jobs, investment and taxes
to our state.

We have prepared considerable information for you and offer our assistance and
resources to aid your further deliberations. We understand that SB 329, as introduced, will not
be the final product of the 1999 Legislature. Indeed, based on hours of research, conversations
and negotiations with interested parties, we offer an amendment to address several concerns of
legislators and others regarding SB 329. Some of these changes are technical. Others relate to
the constitutional or regulatory requirements of gaming legislation. Still others concem
negotiated terms with parimutuel interests. In addition, we have gone to considerable time and
effort to develop useful financial information regarding the racing and gaming industry. Be
assured these resources will be available to you as the Committee considers this proposal.

The need for a change in public policy

Regardless of one's view of gaming, most Kansans would probably agree that current
Kansas law begs review. By constitutional amendment in 1986, Kansas voters brought the
lottery (63.9%) and parimutuel racing (59.8%) to our state. Our fellow Kansans expect state
government to operate and regulate these activities in a prudent and business-like manner.
Kansans do not expect the State to fail in these endeavors. Yet, beyond our control, other
governments have permitted competing gaming activities to thrive at the expense of the state's
constitutional charge.

In 1994, Missouri allowed the introduction of riverboat gambling. This began a
precipitous decline in attendance at the Woodlands and Wichita's Greyhound Park. In 1997,
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Statement of Brad Smoot
Regarding SB 329
Page 2

federal law permitted tribal casinos within our borders. Exhibit A. These activities have
already resulted in the loss of millions of tax revenues, hundreds of jobs and the loss of
economic development resources. Since 1993 an estimated $29.3 million in state and local tax
revenues has been lost at the Woodlands. Our best estimate is that Kansas is losing more than
$100 million in gaming revenues to the Missouri riverboats alone and millions more to tribal
casinos (amounts not available). Gambling is here. Included in my materials is a recent
editorial from the Wichita Eagle which underscores that point. Exhibit B. In the meantime, at
least one of the gaming activities authorized by the people of Kansas and the agricultural and
economic purposes it serves is dying. SB 329 gives the Legislature an opportunity to respond
to these changes and protect its assets.

The people are ready for a change in policy

We believe that the Legislature is the best barometer of public opinion. You visit with
your constituents. You know their views. For the rest of us, there are polls. The Woodlands
conducted a scientific poll to determine if the operation of electronic slot machines at
parimutuel tracks was supported by the public. It is. Included in your handout are the exact
questions asked and the results. Exhibit C. We encourage you to visit with your constituents
and compare these poll results with your own district and your own experience. We think you
will find similar support and a sense from the voters that we can no longer ignore the gaming
around us while exporting jobs, capital and revenues to other jurisdictions. We think you will
find that in 1999, Kansans are ready to reverse the failing policies of current law. We think
your fellow Kansans are ready to share in the benefits of the gaming activity which is obviously
all around us.

The economics

Gaming, like any other form of entertainment, is a business. It creates wealth. It creates
jobs. Taxes are collected from workers and businesses. Supporting business are created;
additional employees hired and more taxes raised. Those taxes are spent in Kansas for
Kansans. Contained in your handout are our projections on gaming revenues ($150m), capital
investment ($60m), payrolls ($37.5m), purse and purse supplements supplements for the
greyhound and horse industries ($22.4m) and state revenues ($24m). As you can see, SB 329
contemplates substantial private sector investment. Thus, even though the Lottery will own and
operate the gaming machines, it is the track owners; not the taxpayers, who will provide the
financing and assume the risks. As with any business, investors will expect a decent return on
their investment. That projection, too, is contained in our analysis.

Parimutuel racing and electronic slot machines together can help four different segments
of the Kansas economy. Immediately benefited are the communities where the parimutuel
tracks are located where construction jobs, gaming jobs and supplemental service jobs are
created. Agricultural interests, including kennels and stable owners, from around the state will
receive purse enhancements. School districts, colleges, universities, community colleges and
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Statement of Brad Smoot
Regarding SB 329
Page 3

libraries throughout the state will be eligible technology enhancement funds while the EDIF
will be enriched to support the economic development projects designated by the Legislature.
We hired Peckham, Guyton, Albers & Viets, a Kansas City and St. Louis based urban planning
firm, to estimate statewide impact. Their projections are included in your handout. Exhibit D.

SB 329 and Proposed amendments

SB 329 is intended to permit operation of electronic games of chance by the Kansas
Lottery at existing parimutuel locations. It is narrowly written to grant ownership and control
to the Lottery while preserving the regulatory control of the Racing and Gaming Commission
over dog and horse racing. This fundamental feature of SB 329 reflects the constitutional and
judicial interpretations of Kansas law. And while it may create some concern about having two
state agencies involved in the operation of gaming machines, it is necessary and, with some
cooperation, very workable. To carry out its functions under the bill, the Kansas Lottery is
required to contract with track owners to finance and manage the facilities where gaming
machines are operated.  In addition, SB 329 relies on another long-standing practice of
permitting voters in the affected counties to vote on permitting this activity. (As the poll
indicates, 78% favor the right to vote on this issue.) To more clearly accomplish these ends,
some amendments to SB 329 are necessary.

The first, and foremost, change addresses the issue of state revenues versus operational
revenues. In our initial proposal, we listed in detail the expenses associated with contracting
for the operation of electronic games of chance. Unfortunately, the purses and purse
supplements included in the bill's package of revenue disbursements cannot be quantified in
percentages. Our amendments move the dog and horse supplemental purses to our side of the
ledger. Agreements with the dog interests are spelled out on a points system while horse racers
are offered a flat $1.5 million supplemental purse.

Under the amendments, the State will still receive 16% of the total net gaming revenues,
forwarding 1% to the cities; 1% to the charitable licensee, maintaining adequate funds to
operate and regulate the electronic games of chance and dividing the balance between the EDIF
and education technology enhancement fund.

The 16% share to the State of Kansas combined with the supplemental revenues
provided the dogs and horse industry in Kansas, means SB 329 statutorily allocates more than
30% of the revenues, under the revenue estimates we have been using. If the revenues
estimated in the Budget Division’s fiscal note are used, that percentage increases. There will be
a great deal of attention paid to the "state's share" of the electronic gaming revenues. Lots of
numbers will be thrown around -- 20%, 24% or 29% -- revenues supposedly provided to
governments in other states. We encourage the Committee to study, in detail, the taxation,
purses, corporate structures and government ownership of similar activities in other states. We
believe you will find, as we did, that the revenue sharing proposed in SB 329 with amendments
is comparable to other jurisdictions.
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Statement of Brad Smoot
Regarding SB 329
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Other changes are intended to make it clear that the Kansas Lottery owns and operates
the gaming machines by contract with the parimutuel licensee and that the Racing and Gaming
Commission has oversight of the parimutuel location.

Finally, we have offered an amendment to clarify our intention that the race track in
Crawford County be included as a facility eligible for electronic gaming machines. We are
advised that the language of SB 329, does not make such intention clear. Although it will be
the Legislature's decision as to which tracks are to have slot machines, we support the three
locations contained in SB 329 with amendments. We now understand that the Crawford
County situation has changed somewhat regarding supplemental points and that a separate
amendment is to be offered.

Conclusion

The 1999 Kansas Legislature has only a few choices with regard to gaming within this
state. It may do nothing, allowing the tribal casinos and riverboats to draw Kansans and their
dollars away. It could go wild and permit gaming almost everywhere (without a public vote),
as is proposed in SB 330. Or it can take a modest step to permit additional, very limited, voter-
approved gaming at existing regulated racing facilities, thus enhancing the vitality of these
Kansas tourist attractions and benefiting the workers, communities, charities and agricultural
industries they support. Kansas Racing hopes you will chose the middle ground: Authorizing
the Kansas Lottery to operate electronic gaming machines at parimutuel facilities is the prudent
and business-like response to the current situation. It is the course of action most Kansans
support. We urge your favorable action on an amended version of SB 329.
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pnt Information

e Lottery Ticket Sales
 Competitive Payback Percentages

e Kansas and Iowa Purse and Purse Supplements
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Lottery Sales

Annual Lottery Ticket Sales in Millions
i
$500
Missouri ?
00 |
w |
$300 —
Riverboats
$200 =5~
$100
¥ 1990 1991 1992 1993 1994 1995 1996 1997 1998
- =¢= = lowa $168 $158 $166 $207 $206 $207 $190 $174 $174
e . MiSSOU $223 $216 $220 $256 $350 $412 $422 $440 $494
——4— Kansas $65 $70 $77 $114 $152 $177 $182 $185 $192

Source: lowa Lottery, Kansas Lottery, Missouri Loitery




Payback Percentages
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Sources: lowa Racing and Gaming Commission, Missour Coming Com—mission, Rhoae Island Lottery Comrmission

/=29



Kansas and Iowa Racing Purses

Race | Purses per
Greyhound Purse and Purse Supplements Total Purses | Cards Card
1998 Woodlands $ 2,250,000 350 | $ 6,429
Kansas SB 329 $ 19,595,106 960 | $ 20,412
1997 Bluffs Run $ 4,864,000 365|% 13,897
1998 Bluffs Run $ 8,463,000 350 $ 24,180
Horse Racing Purse and Purse Supplements
1998 Woodlands $ 1,385,000 21| $ 65,952
Kansas SB 329 $ 2,885,000 21| $ 137,381
1997 Prairie Meadows $ 10,531,000 98|$ 107,459
1998 Prairie Meadows $ 12,375,000 97 | $ 127,577

Source: lowa Racing and Gaming Commission, Bluffs Run Casino, Kansas Racing and Gaming Commission
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P.O. Box 780127 « Wichita, KS 67278 = (316) 634-2674

Testimony To Senate Federal and State Affairs Committee
on

Senate Bill 329 and Senate Bill 330

by
Glenn O. Thompson
Executive Director, Stand Up For Kansas
March 18, 1999

Introduction

Good morning Chair Oleen and other members of this committee. Thank you for this
opportunity to speak at this public hearing.

As most of you know, Stand Up For Kansas is a state-wide coalition of grassroots
citizens who believe expanding legalized gambling in Kansas would have an adverse impact on
the quality of life of individuals, families, and communities throughout the state. We urge you
to vote NO on SB 329 and SB 330.

Casinos permitted by these bills would create numerous social and economic problems,
as discussed in the appendix of my written testimony. I will not address these problems today,
because of the limited time, except for one point.

A casino at the Wichita Greyhound Park would make casino machines accessible to over
600,000 citizens within a 50 mile radius, in Sedgwick county and 12 other surrounding counties.
As explained in the appendix, over one percent of these people — 6,000 people — would become
pathological gamblers. These 6000 pathological gamblers would cost Kansas citizens at least
$54 million annually for theft, fraud, embezzlement, absenteeism, addiction recovery, increased
insurance rates, additional law enforcement, judicial and incarceration costs!

And, this cost is for only one racetrack casino! It does not include the social and
economic impact other racetrack casinos would have on Kansas citizens.

Now, I would like to focus on three key points of these bills.

1. Legalizing state owned and operated casinos is bad
government policy!

Citizens expect the state to promote the welfare of citizens, not destroy citizens and
businesses with casinos.

Sen. Federal & State Affairs Comm
Date: 2 -/y-99
Attachment: # 2 —/



These bills are a classic slippery slope created by the gambling industry. If approved,
there would be no turning back. Once started, where do you stop? Why not bail out other
industries with state owned and operated casinos? The potential for millions of dollars in profits
would drive investors, both in and out of state, to push for more and more gambling expansion. If
SB 329 passes, what will be your answer next year to the long line of investors who will want to
build tracks and casinos in their counties?

The new millionaire owners of the Wichita Greyhound Park and The Woodlands bought
racetracks, not casinos, at deep financial discounts. They knew exactly what they were buying.
If they are not satisfied with their investments, they should sell the tracks and move on.

2.0 Kansas citizens did not (intentionally) authorize the
legislature to remove the prohibition on casino

machines.

Oh, I know four of the seven lawyers on the Kansas Supreme Court ruled, in 1994, that
the term "lottery" is synonymous with the term "gambling”. But, did legislators and citizens
understand, in 1986, that they were amending the constitution to permit state owned and
operated casinos? Absolutely not! I have researched all the legislation, attorney general
opinions and newspaper articles during 1985 and 1986 on this issue. Not a single document
said anything about eliminating the prohibition on casinos and electronic gaming
machines.

In fact, the first indication the lottery amendment included casino gambling occurred in
an Attorney General opinion in 1987, three months after the state-wide referendum in 1986.

Senator Dick Bond was correct when he said, in 1992, “I honestly believe that the Kansas
voters in 1986 had no idea they were voting some kind of language into the constitution that
would permit casino gambling.” (Topeka Capital-Journal, Jan. 24, 1992)

3.0 Senate bills 329 and 330 are bad bills!

Now, let me point out several significant problems in SB 329. Senate Bill 330 contains
similar problems.

a) Senate Bill 329 contains no provision for rescinding casino contracts. Further, the bill says
contracts will be for an initial term of not less than seven years and “shall be renewable for
like periods.” Since the term "shall" is mandatory, how could the legislature rescind casino
contracts?

b) SB 329 contains few restrictions. For example, no restrictions are specified on casino
operating times, bet limit, loss limit, credit gambling, automatic teller machines, credit/debit
card machines, credit card readers on machines, advertising or free alcoholic drinks.

c) Extension of the Kansas Lottery sunset from year 2002 to 2007 should be deleted.
Continuation of the Ks. Lottery is a separate issue from legalizing state owned and operated
casinos.
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d) County referendums will be of little value. If voters disapprove a proposed racetrack
casino, another referendum can be held in two vears. Millionaire racetrack owners with
deep pockets will continue to initiate referendums every two years until they finally grind
down citizen opponents, as they have done in other states. Grassroots citizens opposing
casinos will have little chance of defeating owners, willing to spend millions on pro-casino
advertising. Further, citizens in surrounding counties won't have a voice in the referendum,
although they will reap the social and economic destruction of casino pathological gamblers.

Conclusion

In conclusion, Senate bills 329 and 330 would create numerous government, social and

economic problems. As a representative of Kansas grass roots citizens, I urge you to VOTE NO

on these two bills.



Appendix

Legalizing electronic gaming machines at parimutuel racetracks and
lottery outlets would:

1. Destroy thousands of families

What if you opened your newspaper this morning and the headlines read "Devastating
disease moving into Kansas. Six thousand families expected to be destroyed. Take immediate
action." What would you be willing to do? Needless to say, you would probably be willing to

do, and spend, whatever is necessary to save your families. This would be the situation if either
SB 329 or 330 is passed.

Pathological gamblers will bet everything of value until nothing is left. They will borrow
from family, friends, co-workers and credit unions, eventually writing bad checks until they pass
the point of bankruptcy. In desperation, as many as 60 percent will turn to crime such as theft,
fraud, embezzlement and drugs. Some will try recovery programs, but in most cases, no more
than 20 percent will recover. Suicides are four times higher in casino capitals -- Atlantic City,
Las Vegas and Reno -- than in comparably sized cities where gambling is not legal. Gambling is
a significant contributor to homelessness; 18% cite gambling as the cause. And, youth are twice
as vulnerable to addiction as adults. In Louisiana 14% of adolescents ages 18 to 21 have
gambling problems.

The proposed electronic gaming machines, with instant gratification, are the most
addictive form of gambling and are often called the “crack cocaine of gambling.” In 1993, Nova
Scotia reduced the number of these machines from 2,500 to 1,000 because of the number of
adults and children becoming addicted.

The machines would create thousands of problem and pathological gamblers. According
to a casino industry sponsored research study, over one percent of persons having access to
casinos become pathological gamblers. Some gamblers try to break their addiction through
recovery programs, but most programs have only a 20 percent success.

A casino at the Wichita Greyhound Park will make casino machines accessible to over
600,000 citizens within a 50 mile radius, in Sedgwick county and 12 other surrounding counties.
According to a casino industry study (not a study by casino opponents) over one percent of these
people — 6,000 people — will become pathological gamblers. Another 3 % to 5 % will become
problem gamblers. And, this does not include families that will be destroyed by casinos at the
other three racetracks permitted by SB 329. In Iowa pathological and problem gamblers
increased from 1.7 percent in 1989 to 5.4 percent in 1995, after casinos were legalized.

Research studies indicate a pathological gambler costs society between $9,000 and
$52,000 for theft, fraud, embezzlement, absenteeism, addiction recovery, increased insurance
rates, additional law enforcement, judicial and incarceration costs. So, these 6,000 pathological
gamblers will cost Kansas citizens at least $54 million annually! And, this is for only one




racetrack casino! It does not include the social and economic impact other racetrack casinos
would have on surrounding areas in Kansas.

Senate Bill 330 would do even more destruction by legalizing video lottery machines not
only at racetracks, but at numerous other lottery outlets, such as bars, groceries stores, and
convenience stores throughout the state. If SB 330 passes, the state should plan on at least one
percent of the 2.5 million people in Kansas, 25,000 citizens, becoming pathological gamblers.
Oregon, a state with a population about 15 percent larger than Kansas, legalized video poker
machines in bars and taverns in 1992. A 1997 study found that 3.3 percent of the state's adults —
about 78,000 people — now have a gambling problem.

If video lottery machines are legalized at lottery outlets all over the state, at least one
percent of the 2.5 million people in Kansas (25,000 people) will become pathological gamblers.
Based on a minimum cost of $9,000 per person, pathological gamblers will cost Kansas citizens
at least $225 million annually!

2. Increase Crime

Casinos, with large cash transactions, are magnets for criminals, particularly those
wanting to launder illegal drug money.

In Louisiana, Drug kingpin Troy Marks was convicted in Feb. 1999 for conspiring to
distribute powder cocaine, crack cocaine, and marijuana and laundering illegal drug money in
eight casinos.

On the Mississippi Gulf Coast crime has increased in every category, with murder,
rape, robbery and car theft at least doubling. Police say fraud and embezzlement are
increasing at a staggering rate.

In Louisiana, organized crime families have attempted to infiltrate Louisiana's video
poker industry. Twenty-four people, including members of the Marcello, Genovese and
Gambino crime families, have been sentenced on federal charges stemming from an attempt to
use front companies to siphon off video poker profits.

In Louisiana, Gus Mijalis and I attended the same high school in Shreveport. Gus was
sharp, outgoing and an "A" student. Everyone knew Gus would someday make a big name for
himself. Well, he did, but not the name most people expected. Gus is now a felon. In 1996, he
was convicted of bribery and fraud and is now serving time in a federal prison. As a close friend
of Governor Edwards, Gus got mixed up with the Louisiana casino crowd and couldn’t resist the
big money payoffs offered by the casino industry.

3. Breed government corruption.

Corruption of state officials is a growing problem in states that have legalized casinos.
Once entrenched, casino owners soon control state and local governments. High stakes casino
dollars are often too tempting for some state officials to resist. Many elected officials, hooked by
large contributions, become pawns of the casino industry. Officials that cannot be bought find
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themselves running against pro-casino candidates with large campaign funds from the casino
industry.

In Louisiana:
e Former Gov. Edwin Edwards is being tried for an alleged scheme to extort millions
of dollars from riverboat casino applicants.
e A Deputy Chief of Police accepted a $325,000 payment from a video poker
company;
e State legislators received disguised campaign contributions from video poker
operators;
In Indiana, former House Ways and Means chairman Sam Turpin was indicted on
felony bribery and perjury charges for his involvement with a riverboat casino contractor. He
now awaits trial.

Regulation is a problem, since casino owners often have tremendous leverage over
government officials. Owners start demanding concessions and never stop trying to get the rules
relaxed. Ina 1995 report, Maryland Attorney General Joseph Curran, Jr. says: “The gambling
industry has astronomical sums of money at stake in decisions regarding legalization. Once
legalized, the industry has an enormous stake in how it is regulated. This combination of casino
wealth and the regulatory power of government can lead to extraordinary influence-peddling and,
at its worst, to political corruption.”

4. Cannibalize businesses within surrounding areas

“Convenience” casinos, such as racetrack casinos, (as compared to “destination” casinos
in Las Vegas) are parasites. They create no new revenue or jobs. They simply suck money from
surrounding areas, mostly from within a 50 mile radius. Retail and entertainment businesses
suffer and are often destroyed when casinos move in.

Casinos at Kansas racetracks would pull thousands of jobs and hundreds of millions of
dollars in revenues annually from existing businesses within surrounding areas. They would
damage, and often destroy, existing retail, entertainment and service businesses. Over 80 percent
of casino revenues at the Prairie Meadows racetrack casino near Des Moines, Iowa, come from
customers living within a 50 miles radius. This is not economic development!

Casinos increase the cost of doing business as a result of increased insurance rates, lost
time for compulsive gambling recovery, theft, fraud and embezzlement. An insurance industry

study indicates fraudulent insurance claims of pathological gamblers cost the industry an average
of $65,000 per gambler.



Senate Federal and State Affairs Committee

Testimony of Frank DeSocio
Kansas Bowling Proprietors Association

Opposition to Senate Bill 329--Support for Senate Bill 330
March 18, 1999

I would like to thank the Senate Committee on Federal and State Affairs for this opportunity to

express my opposition to Senate Bill 329. My name is Frank DeSocio and I am representing the
Kansas Bowling Proprietors Association.

While much has been made of the pari-mutuel track's economic downturn due to neighboring
gaming, I want to make it clear that the tracks do not have a monopoly on this downturn in
business. All segments of the entertainment industry in Kansas have felt the presence of
riverboat gambling, and the bowling industry is no exception. Some centers in Kansas City
have reported up to a 40 percent reduction in their casual bowling. People are simply choosing
to spend their entertainment dollar in Missouri, rather than Kansas. Without the casual bowler,

league formation and tournament participation dwindles until finally the centers will be unable
to sustain themselves.

No monopoly exists with respect to contributions to the Kansas economy. There are 127
bowling centers in Kansas with over 2,600 employees. Our payrolls are in excess of 16 Million
Dollars and we pay untold millions in local property taxes and state sales tax.

And, no monopoly exists for the pari-mutuel tracks when it comes to making charitable
contributions to the community. The bowling centers across the state raise millions of dollars
for charities each year. These fund-raisers range from the nearly three-quarters of a million
dollars raised annually for Big Brothers/Big Sisters in Wichita to the $30,000 raised for El
Centro each year in Kansas City, Kansas, to the thousands of little league baseball, basketball
and football bowl-a-thons held to raise funds for uniforms and equipment. All of these activities
lighten the burden of the social agencies and the government and encourage self-sufficiency.

Since we are all part of the same contributions and all part of the same problem, we feel that all
should be part of the solution and that the Legislature should not single out one segment,
specifically two or three individual businessmen--for monopoly privileges when the tools of
competition are being handed out. Their argument that the answer to a monopoly is to give
them a monopoly--should fall on deaf ears.

We are asking that the Legislature consider granting all parts of the entertainment industry the
tool of limited gaming in the form of slots and video lottery machines to allow us to compete
with gaming in adjacent states. Such a proposal is contained in SB 330. SB 330 creates a
partnership between the retailers and the State of Kansas where the State would receive 40

percent of net revenues and the retailer would pay for the cost of the machines out of the
remaining 60 percent.

s

The State should simply not single out one group and give them additional monopoly privileges,
to do so will hasten the decline of other entertainment segments in the State of Kansas such as
the bowling industry.

We would urge you to oppose SB 329.

Sen. Federal & State Affairs Comm.
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Senate Federal and State Affairs Committee
Testimony on Senate Bills 329 & 330
March 18, 1999

Dave Schneider
President, Kansans For
Life At Its Best

Chairman Oleen and Members of the Committee,

Although I am here to speak in opposition to Senate Bills 329 and 330, I must say that I am
impressed by the shrewdness of the approach embodied in these bills. Let me explain.

In 1982 Michael Novak came out with his groundbreaking book, The Spirit of Democratic
Capitalism. The Wall Street Journal called it “The most remarkable and original treatise on the
roots of modern capitalism to be published in many years.” In the book he explains that our
system of democratic capitalism is based upon three spheres — the political, the economic, and
the moral/cultural. When the system is functioning as it should, each of these spheres influences
the others while at the same time retaining their appropriate limits.

Now the reason why the approach is clever is that it asks the state to step out of the political
sphere and (inappropriately, we would say) step into the economic sphere for the purpose of
intervening (again, inappropriately) in an ongoing dispute within the moral/cultural sphere.

As you know, there is an ongoing cultural war in this country over gambling. The present phase
of the battle primarily concerns the spread of casino gambling. And what makes this a somewhat
unusual cultural battle and ensures that it is far from over is that the side against casino gambling
runs the ideological gamut from Ralph Nader to James Dobson. It crosses the usual liberal-
conservative fault lines.

The effect of these Senate Bills would be to move the state from being a neutral referee of the
political process to an antagonist in the battle. It’s as though the gambling folks are saying to the
state, “Hey buddy, come on over here, stand in front of me, and take these bullets.” A very
shrewd move — if they can pull it off.

But we think it would be unwise for the state to abandon its role as neutral referee of the process.
For instance, imagine if part way through the KU — Kentucky game last Sunday the ref had
suddenly joined Kentucky’s side while still retaining his powers as referee. Those of us who are
KU fans would have been more than a little perturbed. But that’s what’s happening with these

proposals. And worse.

You see, by placing itself in the line of fire in this battle, the state would be subject to increasing
cynicism, lack of trust and the erosion of its moral authority. All the charges brought against

Sen. Federal & State Affairs Comm,
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casino gambling by the opposing side would then be laid at the feet of the state.

What this amounts to then, is a clever effort by the gambling folks to get the Legislature to do its
heavy lifting. There is an alternative route available to them which wouldn’t require the state to
inappropriately step outside its sphere. If our goal is, as it should be, to preserve and protect the
legitimate authority of the state, then we would probably be wise to keep the activity of the state
within its legitimate boundaries.

Finally, it should be noted that the Legislature is being asked to open the Trojan Horse. (See
attached “The 1986 Trojan Horse Amendment.”) While the Supreme Court through its 1994
ruling has certainly conferred on the Legislature the power to proceed in putting the state into the
casino business via the 1986 lottery amendment, the question before the Legislature should be
whether it is right to do so in light of the fact that the people of Kansas were not aware they were
voting to allow the state to so act.



Attachments

1. An explanation of “The 1986 Trojan Horse Amendment.”

2. A 1992 editorial by Wichita Eagle editorial writer Denney Clements. On Tuesday, March 16, 1999, the
Eagle published an editorial by Clements which makes the argument that since the state is already in the
gambling business via the lottery, it’s hypocrisy for the legislature to balk at expanding gambling by
putting the state into the casino business. Interestingly enough, the 1992 editorial provides the refutation
of the 1999 editorial. Back in 1992, Clements recognized the real differences between the lottery and
what was being proposed at the time. Then he stated:

“The now familiar forms of the lottery — games based on scratch-and-win and computer-produced
tickets — are reprehensible enough. ...And now comes Mrs. Finney championing a new, even more
destructive game.... The Legislature should recognize that an expansion of gambling would further
erode the state’s moral authority.”

So...seven years ago when Clements was opposed to gambling he could recognize that simply because
one has erred in part doesn’t demand that one should err in full. We are not sure whether to attribute his
newfound inability to understand this to his conversion to a pro-gambling position.

Here are some other interesting Denney 1992 vs. Denney 1999 comparisons:

Erosion or Evaporation?

Denney 1999: “Whatever moral authority that the state once had to discourage the something-for-nothing
mentality that fuels gambling evaporated when the first buyer lost his first dollar on a lottery ticket.”

Denney 1992: “The Legislature should recognize that an expansion of gambling would further erode the
state's moral authority.”

On Financing Education Through Gambling

Denney 1999: “Why do this? Legislators have never seen fit to use tax money to ensure that Kansas' schooling
outposts have adequate funding for computers, modems and other technology forms that have become essential
to modern education. This would help fill that void.”

Denney1992: “Surely members can find a way to pay for property-tax relief and school finance reform that
doesn’t victimize the weak and defenseless.”

On Whether The State Should Raise Revenue By Exploiting Human Weakness

Denney 1999: “Passage of SB 329 would ensure that the state derives a greater benefit from a form of human
weakness that it's been encouraging for nearly 12 years.”

Denney 1992: “Is it right for the state fo raise money by exploiting its resident's weaknesses? Now, as then,
the answer is — emphatically — no.”

-,



The 1986 Trojan Horse Amendment

Back in 1986, the people of Kansas adopted the following constitutional amendment:

Article 15. -- MISCELLANEOUS

§ 3c: State-owned and operated lottery. . Notwithstanding the provisions of section 3 of article 15 of the constitution
of the state of Kansas, the legislature may provide for a state-owned and operated lottery, except that such state-owned
lottery shall not be operated after June 30, 1990, unless authorized to be operated after such date by a concurrent
resolution approved by a majority of all of the members elected (or appointed) and qualified of each house and adopted
in the 1990 regular session of the legislature. The state shall whenever possible provide the public information on the odds
of winning a prize or prizes in a lottery game.

Before and during the campaign over this amendment, the idea that this was about anything other than approving
your average run of the mill state lottery was never mentioned. It wasn’t an issue. There was no debate about this
language being a Trojan Horse which would smuggle in casino gambling. In fact, here’s what our present Senate
President had to say looking back six years later:

"I honestly believe that the Kansas voters in 1986 had no idea they were voting some kind of language into the
constitution that would permit casino gambling.”

Sen. Dick Bond, quoted in "Senators propose ban on casino gambling", Lew Ferguson,
Topeka Capital-Journal, January 24, 1992.

Less than three weeks later the Wichita Eagle joined in:

“Though Gov. Joan Finney asserts otherwise, the people of Kansas didn’t think they were saying yes to such casino
games as poker, roulette, craps and blackjack when they approved the lottery in 1986."

“Weird,” The Wichita Eagle, February 9, 1992.

And they are both right. But in 1994, in the case of State ex rel. Stephan v. Finney, 254 Kan. 632, 867 P. 2d 1034
(1994) (Finney II), our Supreme Court ruled in a 4-3 decision that the term “lottery” in the 1986 amendment was to
be interpreted to mean all forms of gambling. As a result, when folks voted to allow the state to own and operate a
lottery, they unknowingly were also voting to allow the state to go into the casino gambling business if it so
desired. The lottery amendment was a Trojan Horse! But, because the amendment wasn’t self-executing, it still
required enabling legislation. In the opinion, Justice Lockett wrote:

"Article 15, §3¢ of the Kansas Constitution is not self-executing. Implementation of additional forms of state-owned and
operated gambling must be enacted by the legislature.”

Here’s how Justice Kay McFarland, in writing for the minority dissenting justices, explained the matter:

" even if "lotteries" and "a lottery" as used in Art 15, §3 and in Art 15, §3c, respectively, are both construed broadly,
as does the majority opinion, then casino gambling remains unlawful in Kansas. This result arises from the fact that Art
15, §3c is not self-executing. The amendment states the legislature "may provide" for a state-owned and operated lottery.
The enabling legislation is the Kansas Lottery Act, K.S.A. 74-8701 et seq. Under the Act, the State may operate only what
are true lottery games. The exceptions in the Kansas Criminal Code relative to gambling which exempt the state-owned
lottery activities are limited to the "lottery” operated under the Kansas Lottery Act. Thus, even if the Kansas
Constitution is construed to permit the legislature to authorize the State to own and operate casino gambling, the
legislature has not done so. Therefore, casino gambling is unlawful in Kansas." (Emphasis added)

Senate Bills 329 & 330 would serve as enabling legislation to open the door of the Trojan Horse.
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My name is Wendell E. Maddox. I am a native Kansan residing in Wyandotte County,
and the regional director for The Humane Society of the United States (HSUS), based in our |
regional office in Kansas City, Missouri. The HSUS is a national non-profit organization
dedicated to the prevention and elimination of cruelty to animals. The HSUS is the largest
national humane organizétion in the country, with a constituency of more than six million
persons, including over 27,000 residents in Kénsas.

We do not support the passage of Senate Bills 329 and 330 because they are aimed at
propping up the failing pari-mutuel dog racing industry. The HSUS opposes greyhound racing
because of the racing industry's surplus breeding practices, the often cruel methods by which
unwanted dogs are disposed of, and the daily conditions in which many dogs are forced to
live. Furthermore, we recognize that the industry exists solely for the entertainment and
profit of people at the expense of animals.

Between 1993 and 1997, an average of 14;500 greyhound puppies each year never made
it to the track, and were culled because they were not considered viable racers. During the same
time pegiod, an average of another 16,500 former racing greyhounds each year weren't lucky
enough to be adopted, and were either destroyed, sold to research facilities, sent to foreign
racetracks, or returned to a farm as breeding stock; we believe the vast majority of these dogs

“were destroyed. In this five-year period the industry claims to have placed an average of 15,80‘0
dogs into adoptive homes each year. Despite the media attention devoted to greyhound adoption,
these statistics show that only one-third of the average 47,000 dogs bred annually, from 1993 to

1997, were adopted; the remaining two- thirds, roughly 31,000 dogs, met with much sadder fates.

They are often disposed of by using the least expensive methods, including gunshot,

bludgeoning, abandonment and starvation.



Page 2 SB 329 & 330

I realize that these bills are related to the creation of various forms of gambling at dog ™
and horse racing facilities and not a debate about whether the).r should continue. However, we
cannot ignore the fact that the greyhound racing industry survives off of the suffering and
exploitation of greyhounds. If it cannot survive on its own merits, it should close just like any
other business that can’t turn a profit. It is not the legislatures responsibility to provide a
"bailout" by subjecting the citizens of the state to a form of regressive taxation.

In 1986 supporters of greyhound racing promised this legislature and citizens of Kansas
an economic bonanza. At that same time I appeared before this committee and stated that
there was no way the industry could produce and perform over the long-term as fhey have
promised. I not only informed this body about the cruelties inherent in dog racing, I
presented facts that showed racing revenues were declining nationwide.

Even the reputable, and typically ;‘eliablé, Midwest Research Institute predicted
Wyandotte County would realize annual revenue ranging from $4 to $5 million annually.
While Wayne Strong, of the Kansas Greyhound Racing Association, estimated State revenue
to be $16.5 million and $2 million to Wyandotte County. Others were projecting new hotels,
restaurant and, other forms of entertainment, as part of racetrack development that never

“materialized.

The most interesting and compelling article in support of pari-mutuel wagering was
written and published by Chuck Henry in the Kansas Business News March, 1988, issue
(attached). Henry’s assertion was that horse racing, not dog racing, was going to be the "real"
revenue generator. "Dog racing provides a faster return on investment for the developer.”

History tells us that attendance at dog-only tracks, in areas not considered tourist havens fades




Page 3 SB 329 & 330
over the years", Henry said. We all know that attendance at horse racing has declined so ™ ™
dramatically that it is almost non existent.

Even a Kansas City Star editorial published on October 17, 1986, urged voters to vote
against pari-mutuel in Kansas because they theorized that money would be wagered at the
track rather than spent on goods and services. It is no mystery why Wyandotte county no
longer has a viable retail shopping center. Its decline can be directly related to the infusion of
gambling opportunities in the Greater Ka.nsas City area.

As an animal protectionist and a citizen of Kansas, I urge you to Vote No on S.B.’s 329
and 330. It is time to bring industry to the state that is going to create "real" jobs and real

economic development. And, it is time to stop exploiting animals for the sake of profit and

greed.



Rebecca Rice, J.D.
Attorney at Law

P.O. Box 4842
Topeka, KS 66604

913-234-9702

TESTIMONY PRESENTED TO THE
SENATE FEDERAL AND STATE AFFAIRS COMMITTEE
re: SB 329

March 18, 1999

by: Rebecca Rice, Legislative Counsel
Kansas Clubs and Associates

Madam Chairman and members of the committee, my name is Rebecca Rice and |
appear before you today on behalf of the Kansas Clubs and Associates to express
opposition to SB 329. ;

The Kansas Clubs and Associates is an organization of private clubs and associated
businesses located primarily in the NE corner of Kansas. The proprietors of these clubs
and associated businesses are opposed to SB 329. They believe legislation which
grants a monopoly license for most of the gambling revenue earned by lottery retail
contractors to just two individuals is bad public policy. As current lottery retailers, they
believe it is unfair to punish them for being long-time, small business owners, tax-
payers, and long-time state lottery retailers by refusing them an equal opportunity to
offer the same lottery games proposed in this legislation.

Our objections:

» If you grant these seven-year exclusive licenses which are limited to current
licensees prohibiting any other racetrack/slot machine combination businesses, you
will create a monopoly monster thai future legislat ires will be powerless to control. |
base that statement on a review of the bill's fiscal note which show the conservative
figures on what a monopoly license will net each of these two men.

e ltis unfair (and we hope unconstitutional) for the state to irivolve itself in economic
engineering by treating two like businesses differently--whether it is imposing tax
rates or granting lottery licenses. There is a reason why the legislature doesn't grant
monopolies on any other service or product (except those previously deemed an
essential public service—electricity, phone service, stc.)-because you can't and you
shouldn't.

For example, you would understand implicitly that lirniting retail liquor licenses or
tobacco retail licenses to 4 people located in the 4 cormers of the state would be bad
public policy It would not discourage consumption although the 4 people who were
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wanting the licenses would be trying to persuade you that it would. Such a
monopoly for the purpose of limiting access, and therefore consumption, would
seem to make sense--except when you consider the power, both in retail sales and
in financial wealth that a monopoly license in either liquor or tobacco would grant
that individual. With such examination, it becomes obvious why this legislature
would never create monopoly licenses for those particular sin activities. Our
historical experience with alcohol tells us that limiting access does not lessen
demand, sales or consumption. It does, however, make those few providing the
product very wealthy.

So why is the only slot machine legislation that is ever considered by the Kansas
Legislature, monopoly-based legislation? The purported reason is to limit access.
Why?

If this legislature concludes the Kansas public wants access to slot machine
gambling or casino gambling, why would you assume the public wants to drive a
long way to do it? In all the legislative hearings | have attended on this subject over
the last 5 years, | don't recall any statistical data being presented, either by the
Governor's office or by any other supporter, that proves the assumption that
legalizing casinos and slot machines but limiting the number of locations controls the
number of people who gamble or the amount of money gambled. Such limitation
simply guarantees that the physical structure housing the gambling activities will be
huge to accommodate the monopoly status and guarantees the size of the
advertising budget encouraging the activity. We understand that this reasoning is
based upon an "out of sight, out of mind" theory. This legislation will encourage the
monopoly-licensees to have a very iarge advertising budget, so we shouldn't delude
ourselves into believing no one will notice that the Kansas legislature has legalized
more ways to gamble--and if in inconvenienant locations, the operators will be happy
to provide transportation.

Several new legislators have approached me this year inquiring as to why the pari-
mutuel tracks, my organization and the fraternal clubs can't get together on a
compromise. They seem to believe we have been effective in our efforts to defeat
legislation which does not include these entities. My response is that we have
anxiously awaited the opportunity to discuss any compromise with the tracks.
However, in these & years, we have never been approached for discussion about
compromise. Nevertheless, we continue to optomistically present our alternatives
every time this legislature considers legalizing additional forms of gambling.

We suspect the reason we have not been approached about a possible compromise
is that a monopoly license on slot machines is worth waiting for. In their situation. |
wouldn't compromise either. If | had a chance to have a monopoly gambling license,
| would not want to consider eliminating or diluting that monopoly unless absolutely
necessary. And, the monopoly license under this bill is for slot machines. There is
nothing to prohibit future legislatures from extending that monopoly to all gambling
activities--something certainly worth the wait.
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Certain provisions of the bill could result in an interpretation you may not intend.
Every gambling bill deserves careful reading with the emphasis on what might be
allowed or how the court might interpret any limitations contained in the legislation.
The experience of other states indicates that the terms in SB 329 will not necessarily
be given a common meaning--Missouri is our closest example of regulatory
interpretation differing from legislative intention. We offer the following examples:

1). We would suggest you define "adjacent to" for purposes of determining where
the slot machines can be placed.

2). What is the result of striking the definition at line 22 on page 2

3). Who is currently affected by the definition of parimutuel licensee at lines 34
through lines 43.

4). Be certain you don't want to require the machines to be physically located in the
parimutuel facility if the purpose of the legislation is to encourage individuals to
participate in the parimutuel races.

5). We are uncertain what the amendment at lines 23-27 on page 8 accomplish.

6). My clubs would like to be afforded the same "knowing" excuse for underage
individuals found on page 9, line 20-21. Why is the age 18 but the age to gamble at
a slot machine will be 21 (lines 38-39 on page 12).

7). New section 15 on page 12 is very interesting. It begins to show the problems
inherent in two agencies having control and operation over the same activity and
machines. Why is the racing commission involved with the machines at all?

These are only a few of our concerns with the actual content of the bill as opposed to

our strong concerns about the monopoly philosophy it promotes.

Thank you, Madam Chairman and members of the committee for allowing us to testify in
opposition to SB 329.
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by: Rebecca Rice, Legislative Counsel
Kansas Coalition for Gaming Equity

Thank you, Mr. Chairman, and members of the committee. My name is Rebecca Rice and I appear
before you today on behalf of the Kansas Coalition for Gaming Equity. We appear as opponents to SB 754.

The Kansas Coalition for Gaming Equity is formed by the Wyandotte County Private Club Owners
Association and the Kansas Amusement and Music Owners Association. The coalition is to present a united
front to the Legislature regarding the racetrack’s continual efforts to obtain a monopoly on future gambling
revenues.

The Coalition is opposed to any legislation which is designed to benefit one type of entertainment
business over another. We regret that this issue is being heard on what is hoped to be the very last day of the
session. It is my experience that individual legislators regret rushing this kind of new legislation on the last day
because they find out that the legislation was not what it was purported to be. Absent emergency or newly
obtained information, there is no need for legislation to be heard this late. This is certainly not a new issue. If
the proponents were overly confident about the chances of more ambitious legislation passing in the Senate, this
committee has no obligation to correct that error in judgment. Why the press continues to say the legislature has
not dealt with the gambling issue baffles me. As this committee is aware, the Senate carlier rejected both a
constitutional amendment to allow casino gambling and the Governor’s proposal to allow gambling in select

locations. The legislature, through the Senate, had addressed this issue by voting no in large numbers. Mr.

Chairman, although it may be uncharacteristic or inappropriate to question the process we run that risk because
we want to express our unhappiness with this situation.

We were able to see the bill as amended for the first time this morning. I will refer to Section numbers
for the purposes of this testimony as I did not have page numbers and line numbers. I was fairly certain of the
amendments that were adopted on the floor of the Senate and, in reviewing the bill this morning, it does not
appear any of my testimony needs to be altered due to those amendments.

We addressed the issue of special treatment for certain entertainment businesses with the Interim
Committee on Gaming and offered alternatives if the Legislature is determined to adopt legislation adding new
types of gambling for the exclusive benefit of a few businesses.

The alternative we presented was based upon the stated goal of the racetracks and breed groups to design
legislation to renew interest in pari-mutuel racing and return people to the tracks. At that time, the problem was
presented as being small purses. It was explained that the horses and dogs could not afford to run in and the
public was not interested in betting on races with small purses.

We argued against the monopoly slot machine legislation promoted last year. Part of that argument was
that we believed the racetracks were not promoting legislation for the maximum benefit of pari-mutuel
participants. Based upon that belief it seemed rather obvious to us that any number of other ideas could be
promoted to advance that stated goal more fairly and effectively than a gambling monopoly for racetracks.

So we offered an equity proposal that was essentially two-fold: First, it spread the slot machine option
to all entertainment business, not a single, favored group; Second, it committed a certain percentage of slot
machine revenues to be used as purse enhancements for racetracks. Under our plan, purse pools would be
created to hold the revenues for disbursement to tracks on a proportionate basis. We proposed allowing
businesses with liquor licenses to have slot machines with a limitation on the number and location. We also



suggested that the state has actual tourist attractions, like Front Street at Dodge City, which could also benefit
greatly from slot machmes and which actually might attract individuals from out of state. It was designed to
encourage the racetracks to remain primarily interested in pari-mutuel racing and encourage the creation of
increased competition at the racetracks through higher quality animals which we believe would also help to
revive interest. It was also designed to protect local mainstreet businesses in counties which voted to allow the
machines.

Interestingly, the Governor and/or the racetracks and breed groups did like some of our ideas. The
Governor’s proposal and this legislation endorses our idea of purse pools. Apparently the Governor also agreed
that Front Street should not be shut out.

We appreciated- the fact that some of our suggestions were considered by others. However, we are
extremely discouraged by this legislation. We are opposed to establishing a separate class of lottery retailers.
The point of this bill is to give a limited group of lottery retailers special financial and marketing advantages.
These advantages include giving a much more generous percentage to the track retailers, provide a higher payout
and allow different games and machines than are allowed to the newly-established second class lottery retailers,
who are numerous, but apparently unimportant.

Although proponents agreed this summer that slot machines will have a cannibalizing affect on area
businesses, there seems to be an agreement that this legislation will have no fiscal impact on the Lottery or
lottery retailers. This is based upon the assertion I think [ heard on the Senate floor although I have not seen
or heard any evidence to support this. That is hard for me to comprehend. Apparently so long as new games
and machines are introduced, the percentage retained by the Lottery is immaterial.

We request that, at the least, the same consideration be given to other lottery retailers that is given to
these retailers. Don’t start the practice of selecting certain lottery retailers for special consideration. There is
no basis for one lottery retailer to be treated any different than any other lottery retailer. Once you start down
this path, you will be asked to make exceptions every year. This only sets you up for the arguments next session
that the tracks just need a little more special treatment and you will have already given that special treatment this
year. All retailers should be allowed to operate and be treated the same under a state owned and operated
business. :

With our position stated, I would like to discuss certain parts of the bill which should be examined either
so you know exactly what they do or so the language can be amended to reflect the intentions of the drafters.
[ also want to note that if these are drafting errors rather than instruction errors, it is important to remember the
sheer volume of work given to the revisors and research staff at this time of year. We did not present these
remarks to the Senate Federal & State Affairs committee because copies of the bill were distributed at the same
time as “‘comments’ were accepted from the public attending the meeting. We did not have sufficient time to
review the bill at that hearing. We were only able to suggest the amendment be adopted to specify that racetrack
lottery games would not include slot or video lottery machines.

Mr. Chairman, [ would like to draw the committee’s attention to several sections of the bill which I have
identified as having potential problems or questions:

. Sec. 2 (g): The definition of Keno does not require that the numbers be generated and selected by the
Lottery. It simply states that a computer or other device will randomly select the winning numbers.
Although video lottery machines are specifically prohibited under current law, this new definition for
keno may allow a “keno terminal” so long as it does not accept cash or other consideration.

. Sec. 2 (k): The definition of net income speaks only to the sale of tickets and shares. I do not understand
exactly what “shares” means. This language appears to be unnecessarily limiting so [ suggest amending
the bill to simply say “all revenue from racetrack lottery games™ to ensure that the revenue is remitted
no matter what type of game is plaved.

° Sec. 2 (t): The definition of racetrack lottery retailer location is any location specified by contract with
the Lottery director. In reviewing the balance of the bill, I can not find any requirement that the
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machines only be placed in. or contiguous to, the racetrack facility nor do I find any limit on the number
of locations. You will also note it speaks to “tickets and sales™ rather than “tickets and shares™.

Under New Sec. 3 (b)(4), the bill states the contract between the Lottery and the racetrack licensee shall
state the times of operation, the locations of operation within the racetrack facility and other matters.
It is my opinion this indicates that the intention of the committee introducing the bill was to limit the
machines to the racetrack facilities. However, a careful reading shows this is not limiting language. It
simply states that if machines are in the racetrack facility, the contract has to state the location.
Additional limiting language in that section requires any such contract must be approved by the racing
commission who must determine it is in the best interests of the Kansas racing industry. That is,
perhaps, a comforting limitation. However, [ would advise against relving upon those limitations based
upon previous testimony to this committee which indicated the commission may have wildly differing
philosophies based upon who is appointed bv which governor.

Sec. 2 (bb): I am also suggesting an amendment to the current definition of “video lottery game”. You
will note the current definition is limited to video games authorized by the commission. This implies
that if the game has not been authorized by the commission it does not constitute a video lottery game.
Therefore, it is possible the racetrack game utilizing the horse or dog theme [Sec. 2 (r)]could be a video
lottery game so long as it did not play or simulate a game authorized by the commission. I believe there
are many games of chance which the Lottery has not authorized.

New Section 3(c): We strongly suggest the requirements for live racing be mandated with no exceptions
and that the phrase seeks approval be removed everywhere in that section. With all of the qualifiers
in New Section 3, it is very possible there would be no live racing at any or all of the facilities.

New Section 5: We would strongly suggest the legislature determine the percentage breakdown between
the purse enhancement and the Kansas bred fund be determined by the Legislature. This legislation
allows the Kansas racing commission to make the determination on how the funds will be apportioned.
Again, if the problem with parimutuel popularity is the small purses, we need to ensure sufficient funds
are being placed in the purse enhancements. If the problem is actually that the Kansas public is simply
not interested in parimutuel racing anymore, perhaps we should allow the free market system to operate
and not prop up an industry by artificial means.

Apparently, the different breed associations have programs to award those owners who have Kansas
bred horses and dogs. We believe the legislature should codify those programs with any necessary
modifications so that you can ensure tax dollars are being spent in the manner you intend. This money
does not belong to the associations but belongs to the state just as all other lottery revenue. We would
also suggest that sub part (b) require that the person designated by the executive director to approve
vouchers for payment be limited to either a racing commission staff member or a member of the racing
commission.

Sec. 8 (a) (7): We would suggest the lottery director be questioned as to whether the new requirement
that lottery retailers pay an application fee sufficient to pay all expenses of any background investigation
implies that all Iottery retailers must now undergo a background check and, if so, whether it will make
it more difficult to enroll lottery retailers because the profit margin for the non--racetrack lottery retailers
is so minute. This comment is based upon the assumption that the present lottery retailers are not
subject to a background check due to the types of games played, and the small amount of profit
involved.

The last issue [ want to address is the subject of the bingo machine on display in the Capitol last week.

As you are aware the Attorney General issued an opinion that those machines are legal under the bingo statutes.



The assumption was then made by some senators that they would be legal at the racetracks because SB 754
incorporates the bingo statutes for purposes of stating what tvpes of bingo can be plaved at the racetracks.
However, the Attorney General’s opinion does not address whether those machines would be legal under this
legislation. -

I do not think this legislation allows those machines to be placed at the racetracks. I believe they are
illegal by the specific prohibition of video lottery machines under the lottery statutes. I am unable to locate a
similar prohibifion under the bingo statutes. Therefore, what is not specified in the bingo statutes, and therefore
allowed according to the Attorney General, is specifically prohibited by the lottery statutes under which the bingo
games will be played.

It is important, Mr. Chairman, that my opinion be specifically entered into the record in case any court
action is taken regarding this legislation. I think we can assume some court interpretation will be required at
some point because that seems to be the tradition of gambling legislation. That is why we would again caution
the committee to be certain this legislation is very clear so you can be certain it allows only that which you think
or have been told it allows.

Thank you, Mr. Chairman, for allowing me to present this testimony.
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re: SB 330
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by: Rebecca Rice, Legislative Counsel
Kansas Clubs and Associates

Madam Chairman and members of the committee, my name is Rebecca Rice and |
appear before you today on behalf of the Kansas Clubs and Associates to express our
support of SB 330.

The Kansas Clubs and Associates is an organization of private clubs and associated
businesses located primarily in the NE corner of Kansas. The proprietors of these clubs
and associated businesses would appreciate your support of SB 330--if you determine
the public is demanding the legalization of additional forms of gambling.

In 1995, we presented to the interim committee on gambling an alternative to the slot
machine/casino gambling legislation being promoted by the pari-mutuel tracks. We had
heard during the 1995 session and then during the interim hearings that the reason
Kansas needed to legalize additional forms of gambling was to help the pari-mutuel
industry. It was about saving Kansas pari-mutuel livestock producers. It was not about
unjustly enriching the owners of the racetracks.

In response to the supporters' assertions, we presented an alternative outline which we
thought better addressed the issues the supporters siated were the reasons for needing
the legislation. | have attached both the memo we sent to the interim committee and a
copy of the outline. | have also attached the testimony presented to the House
committee in April, 1996. That testimony is provided for those Senators who weren't
here in 1996, simply to provide some background about the issues and atmosphere
which have accompanied this issue in the past. It is this 1995 alternative that has been
the basis for SB 330 and for the other proposals through the years that we have
presented as alternatives to the consistent monopoly-based legislation presented by the
racetracks and, on occasion, by Governor Graves.

After reviewing our proposed 1995 alternative, | still rezlly like that plan. The supporters
of legalizing more gambling liked certain parts of the outline. Unfortunately, they didn't
endorse the idea of allowing everyone to participate. Therefore, all future gambling
legislation included, at least, language creating some type of purse pool fund. It is my
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memory the proposed legislation occasionally would include the historical sites
language. But, it never included my clients.

SB 330 also incorporates only parts of this original 1995 outline. These parts were
omitted because we are uncertain whether the stated motivation for the monopoly-
based legislation of SB 329 remains preservation of the pari-mutuel sector of Kansas
agriculture or whether it has shifted to recovery of tax revenue which others fret is being
fost to the Indian casinos and Missouri.

It appears the new rationale for legalizing more forms of gambling is loss of tax
revenue. The poll which it was reported the supporters conducted appears to have
focused upon whether the public opinion regarding the evils of gambling has lessened.
The unsurprising poll results apparently showed that the public no longer disapproves of
gambling. If that is true--that the Kansas public no longer believes gambling is an-
immoral tax on the poor and the weak which eventually cannibalizes local business--
then perhaps the legislature is justified in legalizing new forms of gambling. More
importantly, there is absolutely no reason for the state to grant a monopoly
license to the two current owners of the pari-mutuel tracks.

If this legislature determines there is an unbearable loss of tax revenue to the Indian
casinos which must be remedied by providing adequate competition for them, the
logical and rational result is to allow the placement of video lottery machines or some
form of electronic gambling devices in those businesses which currently have state
licenses to serve alcohol, the historical/tourist sites listed in our outline from 1995,
current gambling licensees (bingo and pari-mutuel) and the State Fair.

We originally suggested the State Fair because the rationale for the legislation was
preservation of pari-mutuel agri-business. It seemed only logical that if we were saving
a sector of Kansas agriculture, we should give the State Fair, as part of that effort, an
opportunity to supplement its budget with the revenue from slot machines. In later
negotiations for amendments on the bill, we suggested the purses at the tracks be
structured to pay a much higher premium for those winners which were Kansas bred
and owned and to create a fund at the State Fair to both enhance premiums paid for all

livestock exhibited at the fair and to require enhancements for Kansas bred and owned
exhibited livestock.

If, however, the impetus behind the current effort for slot machines at the racetracks is
not preservation of the pari-mutuel sector of Kansas agriculture then you probably don't
need to emphasize agriculture in earmarking the state's share of any additional
gambling revenues. Then the assumption becomes that the impetus is enhanced tax
revenue and additional income for the racetracks. If so, placement of electronic
machines at the historical/tourist sites in addition to drinking establishments and bingo
licensees more closely achieves those objectives, as proven by the two fiscal notes.

| have never understood why Front Street in Dodge City, Old Abilene Town and
Cowtown in Wichita are never included when the legislature considers legalizing
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additional gambling. These three "real" tourist attractions with their old west themes--
places out of state travelers might actually visit--seem the most logical locations for slot
machines and other "old west" gambling games. But they are never included.

As you will note in my 1995 outline, we provided two alternative "local voting" options.
We did not include a county by county referendum in SB 330 because it seems
unnecessary if the legislature is comfortable that the public supports legalizing
additional forms of gambling. If it is important to the public or to this body that a local
vote precede the implementation of SB 330 as the aforementioned poll apparently
shows, we would have no objection to placing a county vote provision in this legislation.

A county vote option would surely appease any concerns the Governor and other
qualified supporters might have about new forms of gambling being placed in drinking
and bingo establishments. We feel certain neither the Governor nor the other qualified
supporters of new forms of gambling, support SB 329 because they wish to enrich the
two men targeted in that bill. Nor do we assume their qualified support of additional
gambling is rooted in wanting to enrich Wyandotte and Sedgwick counties to the
specific exclusion of the other 103—especially if those other 103 counties specifically
want and would vote for the new gambling. We are just as certain both the Governor
and the other qualified supporters of additional gambling will want to ensure they are not
utilizing a selective morality to justify an extremely unjust proposal.

Supporting new unlimited gambling at two primary state sites while opposing that same
form of gambling at any other location or business in the state is an irrational, illogical
selective morality that creates state-sponsored economic engineering, choosing one
business owner over another for competitive advantages inherently designed to cripple
the non-state endorsed business. The state should not and | hope does not have that
right.

For inclusion in the committee record, we want to note that the fiscal note prepared for
this bill includes a presumption by the racing commission that the commission will have
some authority over any machines placed at the racetracks. SB 330 does not include a
provision granting the commission any authority over any lottery machines. SB 330
leaves full authority for lottery machines and games with the lottery. Just as the racing
commission does not make decisions regarding a racetrack's liquor license, they would
have no authority over the lottery license operation.

Again, we are open to discussion on any compromise. We, also, want to reinforce the
fact that you are making decisions regarding a state owned and operated business
which was originally created for the purpose of increasing tax revenue based upon a
belief that Kansas people wanted to gamble. The constitutional amendment allowing for
a state.owned lottery was not adopted by the Kansas people as a mechanism to
legalize slot machines at basically two sites for the economic benefit of two individuals.

Thank you, Madam Chairman and members of the committee for allowing us to present
this legislation as an alternative to the monopoly-based legislation of SB 329.
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Alternative Slot Machine Legislation
to Benefit the Maximum Number of Kansas Citizens

I Operation of alternative slot machine legislation

A. Placement of Machines

1y

Establishments with on-premise liquor licenses

a. Licensed and regulated by Alcohol Beverage Control

b. May currently be licensed as lottery and/or bingo establishment.

¢. Hours for operation of slot machines would be the same as statutory hours for serving alcohol.

‘

Bingo Establishments
a. Currently regulated by ABC.

b.  Hours of operation of slot machines would be the same as for serving alcohol whether or not the
establishment has a liquor license.

Racetracks

a. Regulated by various agencies.

b.  Would operate under same conditions as industry has proposed in testimony as it relates to days
and times of racing.

¢.  Should include statutory provisions allowing current facilities to increase the number of days of
live racing, and provisions for issuing additional racetrack licenses as deemed feasible by the
racing commission. Denial of a track license would be reviewable by the courts for arbitrary and
capricious behavior.

d.  Prohibited from sclling alcohol at hours different from other licensees

Tourist Attractions
a. Dodge City/Front Street

(1) It has long been agreed that the saloon at Front Street was the most appropriate tourist
attraction for the placement of slot machines in Kansas. Slot machines would mean
additional color and excitement to help attract tourists to Dodge City.

b. State Fair :

(D Although perhaps not in the spirit of the original purpose of the state fair, slot machines
would seem to fit perfectly with its present emphasis. The option should at least be
retained. '

c.  Other possibilities to be considered

(1) Cowtown, Wichita

(2) Old Abilene Town

Limitations
a. Number of machines
(1) The number of machines could be limited by the amount of square footage of the facility
or by a limitation on the number per facility.
(2) The machines could be required to be in an area of the facility where minors would be
restricted,

B. Slot Machine Revenue

1.

Gross Revenue
a. A percentage payout to players sufficient to retain interest in play.
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2. Net Revenue
a. A competitive percentage would be established for the owner of the establishment where the slot
machine is located.
b. A competitive percentage for the owner/lessor of the machine
¢. The state would receive the remaining percentage °

3. Usage of State Revenues

a. A percentage of the state’s revenue remaining after operating costs would be dedicated to a
“purse and handle” pool. The revenue remaining would be placed in the general fund.
Excess would be defined by statute. ,

b.  The “purse and handle” pool would be created for the purpose of dramatically increasing
both the purses and the handle proportionately at each racetrack.

c. The purse pool would be administered by the appropriate state agency (the racing
commisson or a newly created gaming commission). Because this is state tax revenue
being used for subsidies for the horse and dog industries, a government aggency must be
responsible for appropriate disbursement and oversight.

C. Implementation

1. Constitutional Amendment
a.  Recommend a statewide vote structured similar to the “Liquor by the Drink” amendment
b. The amendment would have to be adopted on a statewide basis and the machines could only
be placed in those counties in which the majority had voted to legalize slot machines.

2. Statutory change requiring a county vote
a. Recommend a county by county vote similar to legislation adopted for legalization of
corporale swine and dairy operations.
b. One exception would be to require a county wide vote and not allow the county
commissioners to implement it if no protest.

3. Privately Owned and Operated

a.  All gamaing machines would be tied to a central computer system operated by the
approprate state agency. If percentage paid out and retained by the operator are sufficient,
there will be less concern regarding security. :

b.  The machines should be privately owned and operated to avoid the present situation of a
single contract being aawarded to a manufacturer. This will provide a greater oppportunity
to the establishment owner to determine the types of games for the establishment and will
provide a greater flexibility. ,

¢. The independent machine operator provides the greatest flexibilty to the establishment
owner by allowing a lease or sale arrangement and causes the least disruption to the present
ausement machine distribution and operation system.

II. Reasons for considering alternative slot machine legislation

A. Problems with traditional track/slot machine legislation
The breeder associations and the racetracks claim the primary problem at the racetracks is that
gamblers are going to river boat casinos in Missouri to gamble. The intention of the tracks’ slot
machine legislation is to encourage gamblers to return to the tracks to gamble and to bet on horse
and dog races while they are playing the slot machines.
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1. The proposed legislation does not guarantee an increase in purses, an increase in the number of
people placing bets on races at the tracks, and does not shift the primary center of gambling away
from the direct river boat competition in Kansas City. The net revenue is to be shared with the
state’s horse and dog breeder associations in an unknown formula to be used as the association sees
fit, limited only by the associations’ by-laws.

2. The proposed legislation prohibits any track from operating slot machines until the track has
entered into a contractual arrangement with the various breeder associations, the terms of which
have no reference in the legislation. This requirement seems to grant to an individual breeder
association or the associations collectively, the opportunity to “blackball” any track by simply not
agreeing to a contractual arrangement. The legislation does not prohibit contractual “exclusivity”
language or behavior by the associations.

3. The likely result is that the number of gamblers will not increase sufficiently to solve the perceived
problems of the Woodlands due to the types of casino operations in Missouri. The consequence
will be that in a few short years the legislature will be asked to allow more types of gaming at the
tracks, continuing the trend of shifting the emphasis from racing to gaming,

4. By severely limiting the number of outlets, the total revenues will be minimal compared to the
potential revenues from statewide implementation.

5. Most experts agree the population has a limited amount of discretionary income to spend on
entertainment. Local businesses and organizations which are social/entertainment oricnted will
suffer under a system that grants a slot machine franchise to three businesses. Local communities
and neighborhoods will suffer when local businesses and organizations are hurt financially.

B. Advantages of alternative slot machine legislation

1. Dramatically increases the revenues from slot machines
a. The director of the lottery has confirmed that placement of slot machines at a large number of
outlets dramatically increases the number of players and the revenue received.
b. The testimony from other states indicate Lottery revenue will not be adversely affected.

2. Allows tracks to remain in the primary business of running races

a. The increase in purses and handles could bring in the best animals throughout the Midwest.

b.  Thehorse and dog industries would grow dramatically in Kansas due to the financially
competitive nature of Kansas racing.

¢.  Kansas racing would be more stable than other states’ because revenues would not be as
dependent upon the whims of gamblers in a certain geographic area. For example, the Kansas
Lottery has not experienced the same loss of business as the racetracks because it is located in
all counties at as many locations as possible.

d.  The tracks would still have slot machines for financial assistance during the transition period
before the initial pool revenue was distributed and attention was refocused on racing.

¢. While the number of outlets to be policed will increase, it may decrease the size of the problems
that will necd to be policed and will also, likely, decrease the influence that a miscreant licensee
can bring to bear on the policing, licensing and legislative processes.

3. Assists local businesses and organizations
a. Local social/entertainment oriented businesses and organizations would not lose business due
to slot machines being limited to three locations.
b.  Presumably, each Kansas community would benefit by citizens “staying home” to eat out,

socialize and play slot machines, kecping entertainment dollars in local communities and
neighborhoods.
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-- MEMORANDUM --
TO: The Interim Committee on Gaming ¢
FROM: Rebecca Rice, Legislative Counsel
Wyandotte County Private Club Owners & Associates Assn,
DATE: October 13, 1995
RE: Alternative slot machine legislation

As you may recall at your last meeting, then-Chairman Moran asked me how many members were in the
Wyandotte County Private Clubs Association. I did not know the number at that time but upon checking with
the president, I was told the membership averages 45-50. There have been as many as 80 and the number varies
because dues are paid on a quarterly basis. | apologize for not knowing the answer at that time.

I'have enclosed an outline of our proposed alternative slot machine legislation designed to ensure long
term stability and growth for parimutuel racing in Kansas. At your last meeting, both the industry and the
Govemnor’s office noted the purpose for adopting any legislation allowing slot machine gambling in Kansas was
not to increase revenues for the owners of the Woodlands, but, more importantly, to "save" the Kansas dog and
horse industry by “‘saving” parimutuel racing. We believe the plan put forward by the racetracks and the breeder
associations does virtually nothing to insure the future of Kansas parimutuel racing; more, it is not designed to
ensure long-term stability and growth so that our racetracks can be considered among the best in the nation.
Clearly, granting the three racetracks an exclusive franchise on slot machines would be highly lucrative to the
owners. However, we do not believe the plan proposed by the racetracks is the best plan for Kansas or Wyandotte
County. Nor do we believe it is the best plan for the future of pari-mutuel racing.

Our proposal would allow slot machines in class A and B clubs, bingo establishments, racetracks and
at certain tourist attractions, such as Dodge City's Front Street, Wichita's Cowtown, and Old Abilene Town. A
portion of the State's huge amount of revenue generated by those slot machines would be used to create a dog and
horse purse pool. The purse pool would be divided proportionately among each racetrack. The purses at each
track for both dogs and horses would be increased dramatically and could be increased to the extent that Kansas
could compete among the largest purses in the United States. The prospects for growth of the parimutuel industry
in Kansas, if we have a mechanism to have the largest pools in the nation, would be unlimited including attracting

a higher caliber of racing animal and generating greater simulcast revenues for the broadcast of Kansas racing.
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We are asking that you consider this alternative with consideration of what is best for Kansans in all
communities. The pari-mutuel lobbyists have done an excellent job of convincing this Legislature and some local
units of government that the Kansas public will not accept slot machines anywhere but in gambling centers
located at the three racetracks. However, if we are able to rally the state’s fraternal, veteran, and club owners
behind this proposal, including entire communities which would be included rather than excluded, we believe
this proposal will be acceptable to most Kansans. Of primary importance is that the county option will allow
citizens in each county to make the decision. County boundaries are no more artificial than the boundaries
surrounding a racetrack.

As you may recall, pari-mutuel was adopted in this state for the benefit of pari-mutuel rach’lg. Most
Kansas citizens will begin to question whether granting an exclusive franchise for slot machines to racetracks will
actually benefit pari-mutuel racing or is designed to benefit the track owners. However, with all of the above
organizations working to pass a constitutional amendment to benefit all communities and pari-mutuel racing, a
constitutional amendment might pass.

We have been in contact with the state office of the American Legion and intend to share this proposal
with the other fraternal and veteran organizations as our budget and time will allow. We will concentrate on those
urban areas where the negative impact on locally owned businesses will be most dramatic. We will be addressing
this issue with newspapers which express an interest in alternative proposals in hopes of generating enough
information to encourage the Legislature to consider alternatives outside of the one proposal so urgently and
forcefully promoted by the three racetracks.
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My personal views on gaming. I personally don’t particularly enjoy gambling as a form
of entertainment, but if someone else wants it, that’s their decision.

Gaming, wagering, and taking chances for prizes, for the chance of wining something of
value is more prevalent than we think. In our State we have:

] Indian Casinos

L] State controlled lottery and parimutuel _

® bus trips to Cripple Creek, Colorado, Deadwood, South Dakota, and plane trips to
Los Vegas

® bingo games by churches and veterans organizations

3 football pools including whether or not KSU goes to and wins a bowl game

o county fair, softball, baseball, and dart toss to win stuffed animals
My niece Kisha spent $5-$7 to win a $.50 Korea teddy bear.

® Wagering on circle track stock car racing

° Saturday nite poker games

® video games, pool and pinball

° bag of lettuce with scratch off ticket inside

People like the opportunity of winning something of value by taking a chance.

(3.)  Let us compete with the Missourians.

® On equal footing and untie at least one of our hands.

L] Like Quantrill, the Missourians are ravaging our border towns.

2 I'have offered a variety of examples of wagering and chance taking

° It is beyond doubt, its not a matter of if Kansans will gamble but where and how
much or how little the State controls it. »

® Let the people decide. Those communities that want it, can have it.
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My name is Phil Ruffin, I am the owner of Wichita Greyhound
Park. I have been a resident of Kansas since early childhood.
I attended high school in Wichita and college here in Topeka
at Washburn University. It was also here in Topeka where
my career in business began. I operated a sandwich stand
just off Topeka Boulevard. Today, I am involved in a wide
variety of domestic and international business interests and
investments. The base of my operations continues to be in
Wichita.

In late 1997, I purchased Wichita Greyhound Park. I had
visited the track in the capacity of a patron and felt strongly
that potential existed. With the application of sound business
principles, innovative ideas and substantial capital
investment to upgrade the facility and services, Wichita
Greyhound Park can make a claim that is virtually unheard of
in modern day race track operations. Our 1998 handle, which
is the amount of money that is wagered at the track,
increased 22%, from $43 million to $51 million.

The result was a dramatic increase to purses for our
greyhound kennel operators, owners and breeders in thé
state. Charitable contributions increased considerably as did
parimutuel taxes paid to the state.

Despite the progress and success for all the related entities



that benefit from racing, the economic models currently in
place in this state, do not allow the track owner to generate
a positive revenue flow. With the increases in 1998, Wichita
Greyhound Park still lost significant money.

Voters overwhelmingly endorsed the creation of racing in
Kansas in 1986. Kansas had served as the state of origin for
the greyhound racing industry and its national headquarters
and Hall of Fame is located here. Allowing racing and
tremendous benefits to the state’s economy were natufal
steps. The industry raced to a promising start in 1989 and
Kansas racing was swiftly established as the nation’s best.
By the mid 1990’'s the landscape and competitive balance
changed as full scale casinos emerged. These casinos,
located here in Kansas and in neighboring states, have
quickly transformed the once new, dynamic, vibrant and
promising racing business in the state to a struggling,
decimated shell of an industry.

The racetracks in our state need to be allowed to do what
any business must do when faced with serious competition.
To survive, we must be allowed to improve, update and
modernize our product in order to offer the same popular
attractions as our competitors. The playing field is further
unleveled through the inequity of the tremendous untaxed,

unregulated revenue stream being created for our
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competitor’s coffers. With that, these businesses are able to
invest millions in marketing and promotion which we

in no way can match. This makes our position all the more
precarious.

Five other states, Delaware, Rhode Island, Iowa, West
Virginia and Louisiana have taken the progressive step of
allowing their existing, productive racing industry to
compete through the addition of gaming. In every case, the
racing industry has become totally rejuvenated and the state
has benefited with a financial windfall. There is no need to
forecast and speculate on what could possibly occur in
Kansas. Examples around the country demonstrate that the
adjustment of allowing racing to compete, has been an
overwhelming success.

There is not one single compelling argument that has any
validity against the approval of Senate Bill 329. Itis not a
gaming expansion proposal. It would simply allow existing
racing locations the ability to enhance their product and
compete. Wagering venues would not be increased.

The concern of increased social ills is erased due to the
readily accessible gaming opportunities already found in the
state. Any individual inclined to destructive personal
behavior, already has a wide variety of options present and

readily available right here in Kansas as we speak.
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I ask you today to take just a moment and look beyond the
obstruction of this being a "gambling” issue. First and
foremost, it is a simple business question. ™ Do we allow the
state’s existing gaming franchises, lottery and racing, that
were approved overwhelmingly by the citizens of Kansas, to
update their products in order to compete with entities
within our borders and on our computer screens from which
we are receiving no benefits? We are not asking to be bailed
out or subsidized. We are asking for your approval in letting
the people decide whether or not Kansas’s racing industry
will be permitted to participate in the American system of
free enterprise. We are asking if the millions in revenues the
racing industry has generated, the thousands of Kansans
reliant on racing as their livelihood, and the historic and
traditional origins of this industry in our state, warrants
consideration for its very continuance and existence?

Briefly set aside preconceived notions of gambling
perceptions and examine this with common sense and logic,
and there is only one conclusion you can reach if you are
responsibly representing your constituents. Let

this important industry in our state return to the levels of its
maximum productivity. We must take the necessary steps to
allow racing to update and compete, Please support bill 329

and you’ll be backing a winner for Kansas.
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REPORT TO THE SENATE FEDERAL AND STATE AFFAIRS COMMITTEE
By the National Greyhound Association t
Gary Guccione, Exec. Dir.
Mar. 18-19, 1999

By way of introduction, I am the secretary-treasurer and executive director of the
National Greyhound Association. The NGA is the oldest Greyhound racing organization
still in existence in North America, having been created in 1906. Since 1945, our office
has been headquartered in Abilene, Ks.

The NGA is the official registry for all racing Greyhounds on the North American
continent. Its membership is the 3,500 Greyhound owners and breeders located primarily
in the United States. NGA was closely involved with the legalization of racing in Kansas
more than a decade ago, and we were privileged to serve on the Kansas Racing
Commission’s original Advisory Committee.

We are here today to address Senate Bill 329. For some time now, we have been
negotiating with the Kansas racetracks over an equitable and fair division of proceeds
that would help resuscitate the Greyhound industry in our state. Much progress has been
made, and although there remains an unresolved issue with one track in those
negotiations, I’'m pleased to report that, at least with respect to the major provisions of
the bill, and in principle, we are in agreement. The Greyhound breeders and owners of
Kansas and elsewhere in the United States are in favor of the general intent of what
Senate Bill 329 would do---that is, to level the gaming playing field by introducing
electronic machines into the existing racing facilities in Kansas.

Kansas has traditionally been a major player in the sport of Greyhound racing. Since the
1920s up through the present it has regularly been the site of National race meets. Some
of the greatest Greyhounds in the sport’s history have been bred and raised on the plains
of Kansas, and today are enshrined in the Greyhound Hall Of Fame, which like the
NGA, is located in Abilene. Our industry today, which relies heavily on the in-state track
operations, represents a farm investment of more than $75 million. More than $18
million a year is pumped into the Kansas economy in caring for the thousands of
Greyhounds that are raised and domiciled in our state. Some 350 full-fledged farm
operations dot the map in Kansas, with hundreds of other part-time breeders factoring
into the game. Still many others operate or are employed at the kennel operations at the
licensed racetracks. (And, we have yet to mention the many other Kansas citizens who
are directly employed by the racetracks themselves.) The livelihood of many thousands of
Kansans who work in the racing industry would be seriously affected, in many cases
directly jeopardized, should the Kansas tracks close.

There is urgent need for what SB 329 offers. Decimated by the intrusion of riverboat
gaming, Indian gaming and other forms of competition that weren’t on our landscape
when the original racing legislation passed, the Greyhound tracks in Kansas, and thus the
Greyhound industry itself, are in deep trouble. It’s important to know, however, that it’s
an industry that can still be saved--and is one well worth saving.

Sen. Federal & State Affairs Comm.
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We spoke earlier of our negotiations with the racetracks. The key issues with NGA lie in
two primary areas: first, that a fair portion of machine gaming proceeds earmarked to
supplement purses (it is, after all, the animal racing license--that would give the track the
exclusive privilege to apply for gaming machines); and second, preservation of live
Greyhound racing. We have a signed agreement with two of the tracks of the three
tracks, and, by an outsider’s perspective, we are not far apart from agreement on one key
issue with the last license holder. This is no different than the tug-of-wars of a decade
ago, when tracks and breeders argued back and forth on such matters as dates, purses,
etc. Back then, the legislature heard all sides, determined what was equitable, then
spelled out the correct formula in legislation. There is no reason to believe this cannot
be resolved in exactly the same manner this time around.

My primary point today, however, is to stress to you the need for gaming machines in
our racetracks, as proposed in SB 329, if our industry is to have any hope of surviving in
our state.

Thank you.

[O-2



To: Members of the Senate Committee on Federal and State Affairs
From: Lester Lawson, president of Kansas Clubs and Associates

Madame Chairperson and committee members, thank you for allowing me to present
our reasons for opposing Senate Bill 329.

Though Kansas Clubs and Associates does not oppose legalized gambling, we do find
fault with this bill. We realize the goal of the bill is to save the race track, but this bill
would reward the track owners excessively at the expense of small businesses. Before
any bill is enacted which almost exclusively rewards the track, a study should be made
of the economic impact that gaming machines at the racetracks have upon other
businesses. We would hope to avoid the “Walmart Syndrome” where one big business
pushes out many small ones.

The racetrack owners would like you to believe they are the only ones hurting;
however, since, the Missouri casinos have opened across the river, Kansas City,
Kansas has lost two Shoneys, an International House of Pancakes, Furr’s Cafeteria,
Rickey’s Pit Barbecue, two Hardee’s, a Wendy’s, Fasone’s, Times Past, and perhaps
others.

Let’s examine how the money will be divided in SB 329.

45 percent to the gaming machine operator

25 percent to the operator

14 percent to the operator
This adds up to 84 percent after the machine payouts. It appears that all three above
amounts will go to same place since the moneys in these accounts are transferable from
one account to another. I realize that the operator must pay for the machines, but 84
percent is extremely high compared to the 5 percent the Kansas lottery now pays to the
retailer.

The remaining 16 percent is to be transferred to the state and is to be divided in the
following ways:

1 percent to the county where the track is located

1 percent to the “holder of the organization license”

1 percent to “service organizations and non-profit bingo licensees” (any service
organization? Is this 1 percent for bingo licensees an attempt to make up for a
projected loss? In our opinion licensed bingo certainly will suffer.)

$40 “per point” allotted to greyhound racing winners for use in “supplemental
payments to winners”

Sen. Federal & State Affairs Comm.
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1.5 million to be used “to supplement purses” of “live horse racing” (which seems
little for the industry we are trying to save).

Reimbursement for Lottery Commission expenses. (What if there are no remaining
funds to pay these expenses? Also, what major expenses must the Lottery Commission
cover? Who will finance the two million dollar master computer?)

And . . . the remainder to the “Kansas Education Technology Enhancement Fund”

If you compare this proposal with the present arrangement in which lottery retailers
receive a 5% commission, you can see how this proposal comes across as a sweetheart
deal for the tracks.

We also believe that if SB 329 is enacted, Kansas can expect to see a decrease in
revenue in state-wide Keno games because the proposed 80 percent minimum payback
vastly exceeds the 54 percent keno pays out in other businesses. It will not take long
for players to realize where the better results come from and to spend their gaming
dollars at the track rather than on keno, which will also hurt the current lottery
retailers.

When the racetracks can expect an 84 percent cut, they can afford to reduce prices on
food and drink in order to lure customers to the track. These cheaper prices will make
it even more difficult for restaurants and bars to retain their customers.

In short, why can’t we pass legislation that will be fair to all, not legislation designed
to benefit a few who can afford to spend the most on lobbying? The bill we favor, SB
330, is much fairer to Kansas and all retailers. This bill would permit gaming
machines in private clubs, race tracls, and drinking establishments, but, as amended,
not in CMB licensed locations. The bill would limit the number of machines to five
machines, with one additional machine allowed per thousand square feet. The
machines would have to be housed where minors under eighteen would not be
admitted. The machines could only be in use during permitted business hours, that is,
no sooner than 9 a.m. and no later than 2 a. m.

SB 330 gives the state a higher percentage of revenue, designating 40 percent to the
state and 60 percent to the retailer.

We hope you will give careful consideration to these two bills. Ask which is the fairer
and which is the most beneficial for everyone.

Thank you for listening.

gk
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CHARLES M. YUNKER, DEPARTMENT ADJUTANT
KANSAS AMERICAN LEGION

Thank you for allowing me this opportunity to present testimony in
opposition to Senate Bills 329 and 330. My name is Charles M. Yunker

and I serve as Adjutant for the Kansas American Legion.

American Legion opposition to Senate Bill 329 is simple: It only
provides for videc gaming at horse and dog tracks which is unfair to
those non profit religicus, educational, fraternal and veterans
organizations whe rely on Bingo revenues to support their local
community programs. Please remember when the horse and dog track
promoters testified before the legislature they said theirs was an
industry that would produce hundreds if not thousands of jobs and
boasted of similar impacts on local economics. It didn’t happen, at
least not on the scale purported in their testimony. These same
special interests returned with the same claims when seeking
simulcasting as the savior of their industry while others continued to
build another track knowing full well it was doomed for financial
failure. These same groups have returned almost every year saying they
will have to shut down if they do not get slot machines yet they are

still around and others have recently purchased the Kansas City track.

When horse and dog tracks first appeared in Kansas local Bingo games
were devastated. It took several years to begin a rebounding process
and thanks to Instant Bingo mény non profit Bingo games have survived
but more have failed due to competition from the casinos and river

boats. Passage of Senate Bill 329 will ensure the end of Bingo in even

Sen. Federal & State Affairs Comm.
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more communities where profits are used lccally to benefit local
programs, or in some locations Bingo is conducted solely as a community

service for the entertainment of elderly citizens.

Bmerican Legion opposition to Senate Bill 330 is not so much in
opposition as requesting several amendments if in fact Kansas is going
to permit video gaming. Overall it is felt SB 330 offers too little
profit vs expenses and far too many locations available to video

gaming.

Given the $150.00 per machine fee described on page 1, lines 29 and 30
especially when combined in consideration with provisions on page 4,
lines 18 and 19 and page 5, lines 11 through 30, it seems retailers’
margin for profit is wvery small. That is; after paying the 85-95%
payment, combined with electrical, telephone service, floor space and
labor expenses, and 40% to the Kansas Lottery it would appear little
would be left to the retailer. Also Federal tax and licensing
liability is the responsibility of the retailer since slot and/or video
gaming by non profit crganizations is viewed as “unrelated business
income” by the Federal government. Thus any non profit Bingo operator

is subject to Federal taxes and perhaps licensing.

SB 330 also would allow far too many machines in general and too many
in specific locations. That is; do we in Kansas want to send the
message to tourists “Come to the Sunflower State and gamble at our
historic tourist attractions”? Do we want video gaming at every
drinking establishment, especially those licensed to serve cereal malt

beverages (3.2% beer)?
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Page 3, lines 27 through 29, allows for 5 machines per facility plus
one additional machine for every 1000 square feet of the overall
operating premises. The key words are gverall operating premises; does
this include the square footage of parking lots? Does it include
actual race tracks, kennels, stables, etc. and other areas not
generally accessible to the general public or does it mean the area
where patrons are served and seated? We believe the language should be

clarified.

Lines 30 and 31, on page 3, state machines “shall be placed in an area
of the facility where admission to minors would be restricted”.
Perhaps the words “would be restricted” should be changed to “shall be

prohibited”.

One item that is confusing are lines 20 through 22 on page 19 which
prohibits lottery retailers from holding themselves out to the public
as gambling establishments. That provision seems to contradict the
reality of many locations SB 330 provides for placement of video
machines such as horse and dog tracks and Bingo parlors. Thus if SB
330 is approved by the legislature that provision could cause

confusion.

In closing I want to thank the Committee for permitting me this
opportunity to express the aforementioned concerns regarding Senate
Bills 329% and 330. If Kansas begins allowing video gaming it should do
so in a reasonable fashion which strictly limits access to machines and
allow retailers reasonable expectations for profits which are used

locally.
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Date: March 18, 1999

To: Senate Federal and State Affairs Committee
Re: Needed changes to SB 329

From: Jeff Rutland, representing the Kansas Quarter Horse Racing Association
Rutland Quarter Horse and Thoroughbred Ranch
Route 1, Box 41
Independence, KS 67301
(316)331-2485

Dear Chairman Oleen and Committee Members:

We, specifically the horse racing industry of the state, come before you today in a very precarious
situation. While we have worked with the Legislature in years past to allow the parimutuel industry some
much needed relief through slot machines at race tracks, today we stand opposed to Senate Bill 329,

The horse and greyhound racing and breeding industry in Kansas ranks in the top 15 in the nation as a
leader of producing top quality racing animals. We pump well over $200 million into our state’s
economy annually. We are an important industry in Kansas, a big business and an ever changing business
(as most are in today’s economic battle). We, the horse and greyhound people united with the previous
race track operators, felt that properly written legislation allowing added gaming at race tracks could
benefit the entire state. However, the language which is currently in this bill leaves many unanswered
questions and with the threats which have been made to do away with horse racing entirely at The
Woodlands, we feel that proper protection written into law for live horse racing is a must. In order for it
to help the parimutuel industry, which has been the intent of any legislation of this kind over the past few
years, there are several things which must be fixed. If this committee or the supporters of this bill wish to
correct these problems, we would be more than willing to work in a cooperative effort to help this
agriculturally related business. What we can not do is stand to the side and allow our parimutuel industry
to be used as a shell for a casino while ignoring the importance that horse racing has on this state. Even
with the proposed race track amendments that you will be presented today this bill is seriously flawed.

I have outlined in Attachment A a few concerns which the horse industry has at this time. Each and every
one of these points have been included in previous legislation which has been presented to this
legislature. They are not new or unrealistic demands. They simply give all parties involved the protection
which is deserved.

To this date, the horse people (both QH and TB) collectively have been able to meet with only one of the
race track owners on only one occasion. Many attempts to offer input have been ignored. This bill offers
a very one sided partnership which we are being asked to enter into. No cooperative effort has ever been
made to structure this proposed legislation which would benefit everyone in a fair and equitable way.

Sen. Federal & State Affairs Comr
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The real question presented this Committee today is this: what really is the purpose of this Senate
Bill 329? The way we see it, this bill even with the proposed race track amendments is sadly
designed to bring casino gambling to Kansas on the backs of the parimutuel racing industry. With
out the fair and reasonable changes we propose, this bill if passed into law will surely sound the
final bell for the Kansas Quarter Horse and Thoroughbred Racing Industry. We have a long and
proud heritage here in Kansas. We ask your understanding not to let this bill end it for us.

For these reasons we stand in opposition of SB 329 in it’s present form.

Respectfully,

Jeff Rutland

b
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The Honorable Lana Oleen, Chairperson

Senate Committee on Federal and State Affairs
State House, Room 313 S

Topeka, Kansas 66612

Dear Senator Oleen and members of the Commuittee,

Thank you for allowing me this opportunity to address you today. The Prairie
Band Potawatomi Nation appreciates the due diligence that you and the House
Committee has given to the study of Indian gaming in Northeast Kansas.

We are here today as neither proponents nor opponents of these bills. We are here
today to address some of the misinformation that we have been hearing and reading,
Namely, that the State doesn’t get anything from the casinos. That is not accurate.

Last year, our Casino and its émployees paid 6.8 million dollars in State and
Federal taxes. Our Tribal employee base has tripled, which has added another $491,982
to the State and Federal tax base. There has also been money from the various
construction projects and ancillary businesses that supply goods and services to our
enterprises.

The following excerpts are from the 1998 Annual Report of the:

Jackson County Joint Economic Development Council.

Jackson County Development Corporation.

Sen. Federal & State Affairs Com
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Jackson County Tourism Council

The mission of the Jackson County Joint Economic Development Council

J CJEDCj 1s: to create and advance a shared vision of total community
development and enrichment.

The Jackson county assessed valuation grew t(; $55,200,000 in 1998, an increase
of $2.9 million over 1997. Mort.gages filed in Jackson county reached a record of
$41,291,466 during calendar year 1998, an increase of over 28 percent and $9,000,000
over 1997 and a whopping 229 percent increase over 1991. A total of 806 mortgages
were filed. This is significant for Jackson County because as money is loaned by banks,
new wealth is created. With the rapid increase in the number of mortgages iésued, the
wealth of Jackson County citizens is increasing, further supporting economic
development. Additionally, when new homes are built, the new residents often need to
buy home furnishings, landscaping, and other items for their new home, further
increasing economic acﬁvity. Between mid-1992 and mid-1997, Jackson county
population grew by 5.0 percent, greatly outpacing the state average of 3.1 percent.

Seven new start-up enterprises opened including Fresh Start Learning Center,
Prairie Schooner RV Park, Candlelight Ridge Bed and Breakfast, Hoyt Car Wash, Jody’s
A Little of This and That Boutique, the Holton Senior Plaza Apartments, and the Edward

D. Jones office.

1998 Jackson County Economic Development Highlights

January Harrah’s Prairie Band Casino opens on the Prairie Band Potawatomi
Reservation, employing 700.

May Soldier sees the construction of the first new home in over 10 years. A
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June

October

number of residents are also improving their homes.

Netawaka continues to experience a revival with the construction and
improvement of several homes in town.

Circleville sees construction of its second home in 1998, the fastest pace
of residential building in over 15 years.

The 36-bed addition to the Jackson County Jail opens in Holton.
The facility is designed to pay for itself through agreements to lease beds
to out-of-county jails. '

~ Construction begins on the Hoyt Car Wash along K-24 highway, a sign of

increasing commercial interest in Hoyt and southern Jackson County.

Jackson County and the Prairie Band Potawatomi Tribe agree to transfer
responsibility for maintaining over 40 miles of roads on the reservation
from the county to the Tribe.

The reconstructed 158™ Road from U.S. 75 highway west seven miles to
K road and then south to near 150" Road is opened to the public.

The road was rebuilt and improved with an asphalt surface, providing a
better road for residents of the reservation and decreasing the distance
Delia residents must travel on gravel roads to reach the county seat.

Members of the Committee. There were 4 Contracts made with 4 separate and distinct

Tribal Governments. The Potawatomi Nation has done its best to honor those

agreements. We agreed to bear our share of the law enforcement and road improvement

costs. We have done this in the following ways:

Law Enforcement

The Prairie Band Potawatomi has built a Police Station.

The Tribe has four full-time-employed Tribal Police Officers.

The Tribe has donated a patrol car to the Jackson County Sheriffs Department.

The officers are trained at Kansas Law Enforcement Academy.
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The Tribe is currently working on a Cross-deputization agreement.

Jackson County Sheriff’s office had five officers (pre casino), now they have 11.

Road Maintenance

As you have seen in the Jackson County report, we have taken over responsibility
for over 40 miles of road maintenance from Jackson County. This enables
Jackson County to use their tax dollars elsewhere. We have over 10 miles of

paved roads on our reservation for the first time.

PBP Fire Department

Our fire department now has 10 firefighters.
60% of them have received Firefighter I & II training and National Certification.
The department has three people EMT-trained, with two more school now.

The fire department has two new brush trucks for grass fires, as well as a fire
truck capable of spraying 1,250 gallons per minute.

The department has a rescue truck with the jaws-of-life.
The department has an oxygen fill station and generator.

The department has high angle rescue equipment, with rope rescue training, 6-1 &
1-2.

The firefighters are also being trained for wildland fires so they can help with
national emergencies.

Thank you for allowing me this time. [’ll stand for questions.

Laura Abeyta



The existence of live horse racing must be protected to insure that the threats of it’s
termination never are allowed to happen. In the bill, there must be language which requires
that at The Woodlands, the only dual facility licensed to race both horses and greyhounds, in
order to operate any additional gaming that a minimum of 55 days of live horse racing the
first year machines are installed and 65 days each year thereafter be required, but in no
instance should the 20% requirement for live horse racing required in 74-8813 be ignored. In
addition, a day of live horse racing should consist of not less than 3 quarter horse races and 7
thoroughbred races. Opportunities to start our animals are as important as the ability to race
for good money.

Allowing any parimutuel licensee other than the non-profit organization licensee to operate
these games would take away added protection for the entire state. By designating 1% to go
to these non-profit groups at each of the race tracks, we are assured of continued funding to
bonafide Kansas charities. In addition, any contracts negotiated for the operation of gaming
should need the approval of both the Kansas Lottery Commission and the Kansas Racing
Commission. This gives added input and insurance for each of the different parts of the
racing industry.

Each licensee operating these games shall designate not less than 5% of net machine income
into a thoroughbred gaming account and not less than 3% of net machine income into a
quarter horse gaming account to be used for purse and breed enhancements and their
distribution.

In order to enhance live horse racing, it was agreed upon with previous track owners and
written into offered legislation that .5% of net machine income be designated toward capital
improvements for accommodating live horse racing and another .5% be used for promotion
of live horse racing. The placement of machines should be limited to facilities which center
around racing, not on real estate adjacent to. These things give added assurance that the
original basis of parimutuel in Kansas is not cast off and allowed to disintegrate and be
overshadowed by any form of additional gaming.

Any unclaimed prizes should be designated for breed enhancements, as would be consistent
with the existing parimutuel law.

Exceptions of certain requirements for operation of games at fair association tracks should be
included, as has been in any previous slot legislation. The fair tracks are the grass roots of the
racing industry in the state and should not be excluded.

ATTACHMENT A
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Thomas and Rita Ahart

926 North 98 Street

Kansas City, KS 66111
18 March 1999

The economic status of Wyandotte County is in serious
deciine and in desperate need of some type of rejuvenation.
The new Kansas International Speedway being built in
Western Wyandotte County shows some hope of
revitalizing the area. It will however, nesd other facilites
nearby to help keep the money in Kansas. Crowds of
75,000 are estimated for the races. Preliminary surveys
done at the Davtona Speedway, before our track was
started, showed a diversity of interests amongst the peopie
coming into the area. Some might want to shop, some
would like a bus tour of the city, or an afternoon at one of
our beautiful golf courses. Others might like to gamble. We
believe all of these interests to be reasonable, and they will
offer our visilors a chance to see, stay and to spend money
in Kansas. Missouri has already invited us to visit, spend
as much as we like, however we like. And we are doing it.
This is reality, and this is our right. We urge ali of you to
give your most serious consideration to passage of Senate
Bill #329. It is the hope of our group of citizens here today
that we might look forward to new signs of economic life in
our community. As Kansans we would like a choice as to
how and where we spend our time and money. We feel that
all of Kansas will benefit in some way if we can keep more
of our discretionary dollars at home. In particular it could
give a much needed economic boost to Wyandotte County.
Thank you for allowing us to make our presentation in our
beautitul capitol building of which we are all so proud.

A petition supporting this statement with 35" ‘sen Fegeras g siace Affirs Coin
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I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.

70 ¥o ﬁfm@ﬂﬂw@g& Ld; K Wy, blol6]
ke - seer /5?""5%% ot Liora
@% 3/4/755’7/ Roomar Of K g pr0 &

B0 VY, WS (4ysy,
i/ﬁau_neg% "'.//Z"/L'-W"’ 3537 FJaraw [CE/-CE7506 ¢

j@%f /}f;a,é&i bl 5 G yw&_ 7’;’@_%{,, 6 Crog éé{,//
S - /«/z:? /fjg

/&Zﬂ e Vj?f{:?ﬁ) 1057 5. 7%%/7\ L/ﬁ 7 iﬁ///

Faad Do)t K e b L7639

“n _K W e J h
f@g?é My Rk 770 iﬁﬁ%ﬂ b O p éjg///

flreds g 290 So/9% el pesaz
/’ﬁ%ﬂ% 2727 Z%/‘“h //é/ 4&9-”%

/COU"( /9/0(4}702’ /(c_/< 66y sl
%G"‘@M go&ﬁ_— 79306 KWANSAS Ave Kk Glarid

ﬁ}(r’{f\“ﬁﬂmﬁ TS WA Ave Kk bil/
drJ

o b8 AS Fars ot ICCIC g,y
. éjga?f)‘pﬁifuu(;[ud /KC/{ L]0 %
463/ /hwﬂz/ o Kbl d2—

/éw . Arina 58’25&&/% P . Ke «, é,é;/d_z

@%9744/ {5 D/ DUNE D s KQM_)/T'% Lol =
M%f‘é’/&"““ 25YF D 9 g Tsr , L. CpL. CErd

j@? Wi?q‘j’ N9 e f<tK gyt N
5524i45;wa4,/}’f%ikk?¢2€£€>cJ ﬁa/f67f7./éﬁti4iéLéZ(/§7L /%’(leéjf‘éggggf?igjﬁ;kg%ifi airs
= E;kﬂ~/t4k,;ﬂzxz%»{9t>4é;41/i/’ 7707 xéﬁ%,é,ﬂAé;i;fg HC L ( Atachment: # /




I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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I support Kansas Senate Bill No. 329 which would allow slot machines and video

games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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I support Kansas Senate Bill No. 329
games at the Woodlands Race Track at 9700

which would allow slot machines and video
Leavenworth Road, Kansas City, Kansas.
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1 support Kansas Senate Bill No. 329, which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Rd. Kansas City, Kansas
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I support Kansas Senate Bill No. 329 which would allow slot machines and video

ames at the Woodlands Race Track at 9700 Leavenwor th Road, Kansas City, Kansas.
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PETITION

I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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PETITION

I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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PETITION

I support Kansas Senate Bill No. 329, which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Rd. Kansas City, Kansas
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PETITION

I support Kansas Senate Bill No. 329 which would allow slot machines and video
games_at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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PETITION

I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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PETITION

I support Kansas Senate Bill No. 329 which would allow slot machines and video
aQi;at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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PETITION

I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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PETITION

I support Kansas Senate Bill No. 329 which would allow slot machines and video
games a t the Wo dl d Race Track at 9700 Leavenwor th Road, Kansas City, Kansas.
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PETITION

I support Kansas Senate Bill No. 329 which would allow slot machines an

video
gapes—-at the Woodlapds Race Track at 9700 L oad, Kansas City, Kansas.
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PETITION

I support Kansas Senate Bill No. 329 which would allow slot machines and video

games at the Woodlands Race Track at 9700 Leavenwgrth Road, Kansas City, Kansas.
Z%M 76600 fard, @ PKILY ACK 6e/ed

o A N DlJ( \C“\ o \/U/? Ll !
U&QM\JL P\CL?\P 0 QL

Xw
T o %o//,,;,

A7~ / FLp AL

i w Julo ), jol 5 NIE KK g6
/(w 3; W V4 COU";OZ 525 aamu( sHy  KCIL Lblol
.ﬂ———L\gyrwigﬂp¢,_L?=LL§?wJA_H ISl sk s L oe Q-Q_(c><\

C:isz%i;$2%£ak ~@7¢4%,Zzaé~a-—— I YN ACr 4545/6352\\/

M @M/J by —— 02 Al KR Gleo )

%%%/ /09 & el Aoy
Hom& A Gea %M\QN ] é‘é@\

Lﬁo
iﬁg 77l<L— i:bkC/\i; CC_ k;}(’fyf |
MLG w«w eV C G 10|

QE&M\_ <:§\ (5; Jé%/ }&Zéfézi——— té%étngLf
¥L‘ \&’/ !l O (4 f_,{tdjw
” <
noe o - 50 Blucf / 6/\4’/5]@{

Fark”
M%d@)m 350 2o //%/#59% 0%&%//?/3\

L JL—17

&é/u /0%90%7'4//\ \ 079?//@@Q?L

| 7K éf,ﬂ/mﬂ//w///,u 7«/ O lelelO



PETITION

I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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- PETITION

‘I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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PETITION

‘I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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 PETITION

‘T support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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 PETITION

‘I support Kansas Senate Bill No. 323 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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I support Kansas Senate Bill No. 329 i
: . which would allow slot machi i
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I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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PETITION

I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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PETITION

I support Kansas Senate Bill No. 329 which would allow slot machines and video
ames at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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PETITION

I support Kansas Senate Bill No. 329, which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Rd. Kansas City, Kansas
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PETITION

‘T support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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PETITION

‘T support Kansas Senate Bill No. 329 th.c:h would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenwor tth Road, Kansas City, Kansas
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I support Kansas Senate Bill No. 329 which would allow slot machines and video

Bowntze, Cotboisac
%FOLOU’ U—«S Qﬂ/ﬁ'
Paull Stohestheet
Deceth %PM
Eret-U [omer
Wzé/t Cownie Bre/denthal




I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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| SUPPORTKANSAS SENATEBILINO. D ALLOW SLOT
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PETITION

‘1 support Kansas Senate Bill No. 329 which would dllow slot machines and video
at fhe Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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PETITION

‘I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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I support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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| support Kansas Senate Bill No. 329 which would allow slot machines and video
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City,

KS.
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PETITION

I SAUDDOl‘t Kansas Senate Bill No. 329 which would allow slot machines and v
games at the Woodlands Race Track at 9700 Leavenworth Road, Kansas City, Kansas.
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LAW OFFICES

STEVEN C. MONTGOMERY, Chartered

MAIN OFFICE: MERIDEN OFFICE:
Mercantile Bank Tower, Suite 808 Box 228

800 SW Jackson Avenue Countryside Financial
Topeka, Kansas 66612-2220 State Bank of Meriden
785/235-2422 Meriden, Kansas 66512
785/234-3687 Facsimile 785/484-2590

Email smontecjnetworks.com

TO: Senate Federal and State Affairs Committee

FROM: Steve Montgomery, Kansas Greyhound Kennel Owners’ Association
RE: Senate Bill No. 329

DATE: March 18, 1999

Introductory Remarks

| am appearing on behalf of the Kansas Greyhound Kennel Owners’ Association, which
is comprised of greyhound kennels licensed by the Racing and Gaming Commission to
operate at Kansas racetracks. Many of our members have greyhound farms in Kansas
where greyhounds are bred and trained. Additionally, most of the Association operates
kennels around the country at numerous racetracks and, therefore, we have the unique
opportunity to observe racetrack operations in a variety of locations.

Grevhound Industry Perspective

In the abstract, the greyhound industry does not support casino-style gaming. With
parimutuel and casino gaming competing for the same entertainment dollar, only when
gaming is combined with parimutuel racing and gaming revenue is reinvested into the
agri-business industry, can we support the concept of expanded gaming. Our members
are engaged in the livestock industry and our markets are racetracks. In Kansas, this
industry so substantial that Abilene, Kansas, is generally known as the “Greyhound
Capital”; Kansas is the home of the National Greyhound Association; and the National
Greyhound Hall of Fame is located in Abilene. The combined efforts of the greyhound
and horse industries birthed the parimutuel system with the passage in 1986 of a
constitutional amendment by a “YES” vote of 59.9%.

A number of other states have combined parimutuel racing with casino gaming of
various types. Without any exception of which we are aware, these endeavors have all
been successful. Perhaps the closest example, both in terms of geography and market

Sen. Federal & State Affairs Comr
Date: 3-/¥-99
1 Attachment: # /7 —/



factors, is the lowa model, in particular the Bluffs Run greyhound facility in Council
Bluffs. The lowa experience has been good for the state of lowa as it has raised
substantial revenues for the state; it has benefited charities; provided funding for the
treatment of problem gamblers; and, importantly from the position of the KGKOA, it has
benefited the lowa greyhound agri-business industry. lowa requires a portion of
gaming revenues to be used for supplementing purses at the track. Most importantly, it
requires additional gaming revenues to be spent when lowa-bred greyhounds win
races. This system brings in the best racing animals from all over the country AND it
has resulted in the increase of lowa greyhound farms where animals are bred and
trained in order to be eligible to win the enhanced lowa-bred purses. Consequently, the
dollars from casino games don’t simply go into the owners’ pockets. In this type of
system, gaming is conducted in a secure environment and is ancilliary to parimutuel
racing; rather than being the primary focus.

1999 Senate Bill No. 329

The greyhound industry was not a contributor to the drafting of this bill and,
consequently, cannot comment on the intent of the bill. However, in any proposal to
expand gaming to racetracks, we have the following concerns:

1. When expanded gaming is bootstrapped into a racetrack, that it remain
ancilliary to parimutuel racing.

2. That the greyhound purses are appropriately supplemented from gaming
revenues.

We have offered amendments to pages 3, 8 and 11 of the bill to accomplish these
objectives:

1. At p. 8, new (D)1) and (2) would be inserted, reflecting the purse
supplements to be awarded to greyhounds.

2. At p. 11, new (h) would be inserted, requiring the opportunity to bet on all
races within the structure housing the machines.

3. Atp. 11, new (i) would be inserted, requiring that certain minimum live racing
be conducted at the track.

The Committee should be advised that since the bill was drafted, negotiations have
occurred with the holders of the track licenses and there was general recognition that
the original bill failed to adequately compensate the greyhound industry. Accordingly,
agreements have been reached with the Wichita and Kansas City tracks regarding the
increased greyhound compensation. To keep such amounts in perspective, in lowa
(which does not yet have the substantial greyhound industry that Kansas possesses),
greyhounds are paid a guaranty of $100/point and an additional $125/point for winning
lowa-whelped greyhounds. As you can see, even though Kansas is known as the

{7~ s



“Greyhound Capital”, the attached amendments would not provide the purses presently
paid in lowa.

1999: The Big Picture

Our Association has promoted similar measures in prior years. In fact, in two previous
attempts, we were the lead proponent for these proposals. However, the context for
the legislation is somewhat different this year.

“NO GAMING.”

On the one hand, we can examine where our current state policy, which | will refer to as
“NO GAMING”, has led us. We can now play virtually any casino game yards from
Kansas soil on Missouri riverboats. We can now play virtually any casino game at four
tribal casinos within the state of Kansas. We cannot obtain one tax dollar to benefit the
people of the state of Kansas. We have present in the state all of the ill consequences
of gambling. Kansans want to and do gamble. Reliable polls tell us that: 36% of
Kansans have gambled at Missouri riverboats; 19% have gambled at Kansas tribal
casinos; 60% of Kansans have gambled at a casino, the Lottery or the racetrack; and
55-59% favor “slots at the tracks.” In 1986, a remarkably similar majority of Kansans
passed parimutuel by a vote of 59.9%

“BIG GAMING.”

The introduction of SB 330 proposes to place gaming machines at basically any
location which can currently sell Lottery tickets. In addition to the proliferation of
gaming, there is a level of security at these locations which is markedly different than
proceeding on a limited basis.

“SLOTS AT THE TRACKS.”

The concept of limited expanded gaming (machines) at limited and secure sites
(racetracks), looks much different when placed in the context of the current NO
GAMING policy and the BIG GAMING proposal of SB 330. Perhaps for the first time, it
can be examined as the reasonable middle ground, which can provide our state with
something positive from the gaming world, a fact of life in present and future Kansas.

195
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SENATE BILL No. 329
By Committee on Federal and State Affairs

S X 5

AN ACT authorizing electronic gaming machines; relating to the regu-
lation thereof; creating the Kansas education technology enhancement
fund; amending K.S.A. 74-8701, 74-8702, 74-8704 and 74-8711 and
K.S.A. 1998 Supp. 74-8710, 74-8718, 74-8719, 74-8723 and 74-8804

* and repealing the existing sections.

Be it enacted by the Legislature of the State of Kansas:

Section 1. K.S.A. 74-8701 is hereby amended to read as follows: 74-
8701. (a) K.S.A. 74-8701 through 74-8721 74-8723 and sections 8 through
19, and amendments thereto, shall be known as and may be cited as the
Kansas lottery act. ‘
~ (b) If any provision of this act or the application thereof to any person
or circumstance is held invalid, the invalidity shall not affect other pro-
visions or application of the act which can be given effect without the
invalid provision or application, and to this end the provisions of this act
are severable, -

Sec. 2. K.S.A. 74-8702 is hereby amended to read as follows: 74-
8702. As used in this act, unless the context otherwise requires:

(a) “Commission” means the Kansas lottery commission.

(b) “Electronic card” means a card purchased from a lottery gaming
machine operator for use on an electronic gaming machine.

(¢) “Electronic gaming machine” means any electromechanical, elec-
trical, electronic, video or computerized device, contrivance or machine
authorized by the commission which, upon the insertion of cash, tokens
or electronic cards, is available to play, be operated or simulate the play
of, a game authorized by the commission, including but not limited to,
bingo, poker, black jack and keno and which may deliver or entitle the
player operating the machine to receive cash, tokens, merchandise or
credits that may be redeemed for cash. Electronic gaming machines may
use bill validators and may be single position reel-type, single position
single game video and single position multigame video electronic gaming,
including but not limited to, poker, black jack and slot machines. An elec-
tronic gaming machine shall not include casino table games, such as craps,
poker, black jack, roulette, keno, layout, numbers tickets, baccarat, klon-
dike table, punchboard, punch cards, faro layjout, ticket or pull tab.
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in subsection (a)(1) of K S.A. 74-8814, and amendments thereto.

(n) “Parimutuel licensee location” means a facility located on or im-
mediately adjacent to the real estate of a parimutuel licensee where live
horse racing or Hve greyhound racing has been authorized to be con-
ducted pursuant to the Kansas parimutuel racing act prior to July 1, 1999,
A parimutuel licensee location may include any of the existing structures
located on the real estate where the live horse racing or live greyhound
racing is authorized to be conducted on July 1, 1999, or any other struc-
tures that may be constructed on or immediately adjacent to such real

estate. In order to qualify as a parimutuel licensee location,-a—feetlity-

a r ehoe n is ouedszl be u o ot

least 21 days each year on which live horse racing shall be conducted.

&) (0) “Person” means any natural person, association, corporation
or parthership.

@) (p) “Prize” means any prize paid directly by the Kansas lottery
pursuant to its rules and regulations. 7

(q) “Returned ticket” means any ticket which was transferred to a
lottery retailer, which was not sold by the lottery retatler and which was
returned Yo the Kansas lottery for refund by issuance of a credit or
otherwise.

{}(r) “Share” means any intangible manifestation authorized by the
Kansas lottery to prove participation in a lottery game.

(s) “Technology provider” means any person or entity other than a
lottery gaming machine operator that designs, manufactures, installs, op-
erates, distributes or supplies an electronic gaming machine for sale, lease
or use in accordance with this act.

@de (t) “Ticket” means any tangible evidence issued by the Kansas
lottery to prove participation in a lottery game.

(u) “Token” means a metal representative of value, which is not legal
tender, redeemable for cash only by the issuing lottery gaming machine
operator at its parimutuel licensee location and issued and sold by a lot-
tery gaming machine operator for the sole purpose of playing an electronic
gaming machine. ' ‘

& (v) “Vendor” means any person who has entered into a major
procurement contract with the Kansas lottery.

{m} “Petumned teleot” means any beket whieh was trensforred to a
returned to the Kenses lottery for refund by issuanee of & eredit o
etherwise:

48 (w) “Video lottery machine” means any electronic video game
machine that, upon insertion of cash, is available to play or simulate the

N)
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supplemental purse payments to be awarded in
greyhound races as follows:

(1) at the parimutuel licensee locations in Sedgwick and
Wyandotte Counties, such amounts necessary to pay $100 per
point awarded at the location and an additional $75 per point
awarded at the location for races won by Kansas-whelped
greyhounds; and

(2) at the parimutuel licensee location in Crawford
County, such amounts necessary to pay $80 per point awarded
at the location and an additional $60 per point awarded at the
location for races won by Kansas whelped greyhounds.

2O OB M
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data processing, management fees, insurance and bonding, edvertising
and marketing, professional fees, security and surveillance costs, travel,
education, trash removal, recruiting, training and such other expenses as
are incurred in normal business operations; . :

 (2) twenty-five percent shall be paid to such lottery gaming machine
operator. to be deposited by the operator in a segregated equipment ac-
count which shall be available exclusively to such operator for purchasing

or leasing electronic goming machines and other equipment used by the -

operator to operate as o lottery gaming machine operator, funding de-
preciation or amortization of any such equipment and repaying any debt
incurred by such operator in.acquiring any such equipment;

(3) fourteen percent shall be paid to such lottery gaming machine
operatorto be deposited by the operator in a segregated facilities account
which shall be available exclusively to such operator for rental, leasehold

improvements, property taxes, insurance, assessments, maintenance, fur- .

nishings, debt service and other expenses attributable to the entire facility
utilized by such .operator to operate electronic gaming machines; and

(4) Sixteen percent shall be transferred to the staie treasury. Of such
amount: : :

(A) One percent shall be distributed to the most populous city in the
county in which the operator is located; : :

(B) one percent shall be paid to the holder of the organization license
at the parimutuel licensee location, which shall not be in addition to but
in fulfillment of any contractual obligation owed by the parimutuel li-
censee to the holder of the organization license;

(C) one percent shall be paid to such service organizations and non-
profit bingo licensees located in the county as shall be determined by the
Kansas lottery pursuant to rules and regulations adopted by the Kansas

33
34
35
36
37
38
39
40
41
42

43

lottery;

(E) on or before September 1 of each year, an aggregate, from all such
separate accounts and not from each separate account, of $1,500,000 shall
be paid to the operators of live horse racing. Such amount shall be used
by them solely to supplement purses; : : :

(F) an amount sufficient to reimburse the lottery commission for all
expenses incurred in connection with operating electronic gaming ma-

chines; and . :
(G) the balance shall be paid to the Kansas education technology en-

hancement fund.
(f) Each lottery gaming machine operator shall maintain separate op-
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(h) No electronic gaming machine shall be operated
pursuant to this act unless the structure in which the
machine is operated displays all live and simulcast
parimutuel races on video terminals and has installed
parimutuel windows for wagering on all parimutuel races.

(1) No electronic gaming machine shall be operated
pursuant to this act unless:

(1) The parimutuel licensee locations in Sedgwick
and_ Wyandotte Counties shall conduct at least 8 live
racing programs each calendar week for a number of
weelks equal to or greater than the number of weeks raced
during the 1998 calendar year, with at least 13 live races
conducted each program.

(2) During the first full calendar year in which
machines are operated, the parimutuel licensee location in
Crawford County shall conduct live racing for at least 150
days, comprised of at least 7 live racing performances each
calendar week with at least 12 live races each program.

(3) After the first full calendar year, in the event the
net .machine income received at the Crawford County
parimutuel licensee location is less than $30 million, the

minimum number of weekly live racing performances may
be reduced to 5.

© 00 =<1 U 3D =

SB 329 1

machines at the parimutuel licensee location, shall be for an initial term
of not less than seven years and shall be renewable for like periods.
- (d) The contracts authorized by this section may -include the
following: - - = o T

(1) Accounting procedures to determine the net machine income,

: unclaimed merchandise and credits. .
" (2) - The location of electronic gaming machines within the parimutuel
- licensee location and other matters relating to the operation of electronic

gaming ‘machiries. The days and hours of operation of such electronic

* gaming machines shall not be restricted. - - :

(3) Minimum requirements for an electronic gaming machine oper-

- atdr to provide qualified oversight, security and supervision of the oper-

ation of electronic gaming machines at the parimutuel licensee location,
including the use of qualified personnel with experience in applicable
technology. SR v : ‘
(¢) - No electronic gaming machine shall be operated pursuant to this
act unless the executive' director of the Kansas racing and gaming com-

- mission firstissues a certificate for such machine authorizing its use at a

specified parimutuel licensee facility. Each machine shall have the cer-
tificate' prominently displayed thereon. Any machine which does not dis-
play the certificate required by this section is contraband and a public

‘nuisance subject to confiscation by any law enforcement officer. A vio-

lation of this subsection is d severity level 8, nonperson felony. -
(f) - The Kansas lottery shall examine prototypes of electronic gaming

- machines prior to certification pursuant to this section and shall notify

the Kansas-racing and gaming commission which such types of electronic
gaiming machines are approved for use by the Kansas lottery.
(g) - Electronic gaming machines operated pursuant to this act shall:
(1) Pay out an average of not less than 80% of the amount wagered;
" (2) be linked under a central communications system to provide au-

_ diting program information as approved by the commission. The com-
" munications systems approved by the commission may not limit partici-

pation to only one electronic gaming machines manufacturer by either
the cost of implementing the necessary program modifications to com-
municate or the inability to communicate with the central communica-
tions system; - toa s © ' :

(3) be on-line and in constant communication with a central com-
‘puter located at the commission. The Kansas lottery shall obtain title to,
or a license for, the operation of, such gaming equipment as is necessary

- to implement such central communications and auditing functions.

“§ New Sec. 9. Except for persons' acting in accordance with the rules

and regulations of the Kansas lottery and the Kansas racing and gaming
commission in performing installation, maintenance ‘and repair services,
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a Jenney

Media/Public Relations Specialist Media/Public Relations
(913) 573-5544 Municipal Office Bldg.
(816) 771-5973 (pager) 701 N. 7* Street

Kansas City, KS 66101

FAX (913) 573-5540

March 18, 1999

Senator Lana Oleen, Chair
and Members of the Federal and State Affairs Committee:

Speaking on behalf of the Unified Government of Wyandotte County/Kansas City, Kansas, we fully support SB 329
pertaining to electronic gaming machines at parimutuel licensed locations such as the Woodlands Greyhound and
Horse Racing facility in Kansas City, Kansas.

We also endorse a local-option referendum regarding electronic gaming machines per SB 329. A non-binding
referendum on this issue was placed before the voters of Wyandotte County in August of 1996. An overwhelming
82 percent of the voters said they wanted gaming at the Woodlands.

For many years, the Woodlands was the top tourist attraction in the entire State of Kansas, generating hundreds of
thousands of dollars in state revenue. The opening of river boats across the river in Kansas City, MO, as you know,
has adversely affected the Woodlands with a significant loss of jobs and revenue. Our lost revenue is now going
to government coffers in Missouri. Residents of Kansas are now tourists in Missouri.

The Citizens of Wyandotte County have made a sizeable investment in the Woodlands. For that reason, they
deserve a say in how they receive a return on their investment by having the opportunity to vote on a gaming
referendum. Considering the national attention we are currently receiving on the opening of the world-class Kansas
International Speedway in the spring of 2001, we believe the Woodlands — with gaming — would further make
Kansas City, Kansas a destination point, and a leader in promoting and enhancing tourism for the State of Kansas.

We fully agree with Jerry Heaster, a columnist for the Kansas City Star, who on Feb. 25, 1999 wrote: “There is no
reasonable justification for Kansas legislators to deny local voters the right to decide whether gambling
liberalization is acceptable in their communities.” (Mr. Heaster’s column is attached) What does the State of
Kansas stand to lose by allowing a local gaming referendum? ANSWER: absolutely nothing. We firmly believe
the State of Kansas has a great deal to lose if our Citizens are not afforded the opportunity to decide this issue once
and for all at the polls.

The Unified Government of Wyandotte County/Kansas City, Kansas and its Citizens strongly urge you to support
SB 329. Thank you for your consideration.

Sincerely,

oo Iernasy—

Don Denney
‘Media/Public Relations Specialist
Unified Government of Wyandotte County/Kansas City, Kansas

Sen. Federal & State Affairs Comr
Due: 3_/9-99
Attachment: # 79—/



OPPOSED
Madam Chairmen
Senators
Guests
My name is Ralph Lilja. I am currently president of the Kansas Horseman's
Benevolent and Protective Association. I am here representing horseman
regarding S.B. 329. While we endorse the concept of slot machines at pari-
mutuel facilities we cannot endorse this bill in its' current form.

Having raced at The Woodlands since it opened, I have had the
misfortune to watch attendance and handle shrink every year until
bankruptcy. I don't think anyone will dispute the primary cause of this
decline is the riverboats located on the Missouri River. Now one of the
Missouri Riverboat owners has acquired The Woodlands, and appears to be
trying to create a situation which horse racing cannot survive in. A billion

dollar industry with thousands of incomes statewide would be destroyed if

this bill passes in its current form.

Some of points we are opposed to are:
1) Greatly reducing the position of the organization licensee. This makes it
easier to introduce gaming without live racing. Also the 1% in previous

bills for these charities has been deleted. This should be reinstated

Sen. Federal & State Affairs Comn
Date: 3-/8-99
Attachment: # /&4 -/



2) They offer only 21 days of racing. This is not a realistic number of days
to move to a new location. The 21 days we have been running were only
an agreed compromise with former management during the decline and

bankruptcy of the Woodlands.

Current Examples at other facilities in the Midwest:

e QOaklawn Park — Hotsprings Arkansas — 55 days

e Prairie Meadows Racetrack and Casino — Des Moines Iowa — 53 days
thoréughbred, 53 days mixed.

e Canterbury Downs — Minneapolis — Minimum 63 days

e Fonner Park — Grand Island, Nebraska - 45 days

e We had contracted for 55 days the 1% year and 65 days per year

thereafter.

3) One Million Five Hundred Thousand was offered to us for the 21 day
horse meet. Those dollars do not begin to cover our costs. Attached is
exhibit #1 that lists the current horse racing slot machine combinations
we are aware of. Please note that the smallest is 5.5 Million Dollars from

a facility which operates only 12 hours a day, with 300 machines.
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4) We believe that as in most other locations, a small percentage should be
allocated to promotion of live racing, and for capitol improvements at the

horse récing facility

5) The placement of machines should be limited to facilities where all live
races are displayed on video terminals and operational, manned pari-

mutuel windows are installed.

In closing I would like to thank the committee for this time and

consideration. If there are any question I would be happy to answer them.
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Exhibit #1

HORSE RACING WHERE COMBINED WITH SLOT MACHINES

A. Delaware Park (Delaware) — 40% state tax, of which about 14% to horse
purses — approximately 19 Million in 1999

B. Prairie Meadows (Iowa) — No specific percentage this contract purse
supplements for 1999 16 Million, 2000 20 Million

C. Mountaineer Park (West Virginia) — 15% to horse purses 1999 estimate
roughly 12.6 Million

D. Sunland Park (New Mexico) — 20% to horse purses, 25% to state just
started. First 10 days of operation with 300 machines 12 hours per day
allocated $ 138,500 to the purse account. Based on a 365 day handle at
this level it would apply $5,552,500.00 to purse account.
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