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As a staunch supporter of gaming, Pennsylvania Gov. Ed Rendell helped open
the door for what could become the nation's third-largest gambling market

B v ANDY

efore being elected Governor of Pennsylvania in
2001, Edward G. Rendell tried, on two separate

occasions as Mayor of Philadelphia. to convinee
the state to legalize gaming.

o I Rendell, and many other pro-gaming sup-
porters, gaming in Pennsylvania simply made sense—from
an entertainment and tourism perspective for the state’s
cities, as a way produce revenue for the state. and as a
means for saving the state’s struggling horse tracks

In his first atternpt in 1991, he visited then-Gov. Robent
Casey to, in his own words, “plead with him to support
limited expansion of riverboat gaming,

| was trying to create an image of Philadelphia as a
great destination city with history and art and culture and
restauranis—a place with so many things 1o do, including
gaming. | wanted to fill out the roster of activities for all
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potential visitors,” Rendell told Casino Jourmnal. *1 got tumed
down flat. Gov. Casey was just anti-gambling,”

Rendell's second antempt presented itself when Gov. Tom
Ridge had said he was open to gambling during his 1998
gubernatorial campaign. Once Ridge became governor,
Rendell tried again.

"We believe we might have had the votes, but at the last
second, Gov. Ridge said he wanted a statewide referendum.
We were willing to do a county referendum, but a statewide
referendum was a killer. 5o at the end, we didn't get the
support from the governor that we needed,” he said

Now it's Rendell who sits in the govermnor's chair, and on
luly 5 he signed into law House Bill 2330 and Senate Bill
100, which will allow for up to 14 casinos/racinos in the
state, with the possibility of housing up to 61,000 slot
machines.
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Rendell predicted that by 2006 or
2007, the casinos/racinos could produce
as much as $1 billion in gaming taxes
for the state,

The legislation also has also apened
doors for casino companies and slot
manufacturers alike to reap a financial
windfall, and for horse tracks to recoup
much-needed business they lost to com-
peting tracks in neighboring states that
have already added slot machines.

“Pennsylvania has the potential wo
become the third-largest slot machine
market in the country behind Nevada
and California,” said Chuck Brooke,
vice president of new market develop-
ment for Intemational Game
Technology, who added that interest in
slot manufacturers’ offerings has spiked
since Rendell took office. "It's significant
new market potential.”

A winning plan

But the path toward state acceptance of
expanded gaming was anything but easy
for Rendell and casino proponents.
Indeed, as evidenced by events described
above, opposition to increased gaming
was active and alive in the Keystone
State. How was Rendell able to over-
come the gaming naysayers?

Past failures made Rendell realize
that in order to get a gaming bill passed
in his state, it would have 1o be linked
to a simple economic proposition his
constituents could relate to and support.
After much debate, Rendell decided his
best chance lay with tying expanded
gaming directly 1o a reduction of prop-
ety taxes.

“l looked at everything at the time
and decided that property tax relief was
the one that could make it work,”
Rendell said. "I also decided, looking at
the political terrain, that the only way
we were going to get propenty tax relief
was with expanded gaming. The
Legislature had no real appetite for real
tax reform, which might have meant
cutting the property tax dramatically,
but raising the income tax. If we wanted
to get property tax reform, gaming was
the only way.”

Rendell also utilized other economic
arguments to help the bill's passage. For
instance, he often brought up the fact
that out of the state’s 12.4 million resi-
dents, one in twelve—or about 1 mil-
lion—were leaving the state to gamble,
taking with them more than $3 billion
a year.

*I think we've addressed (opponents

‘,whm [Rendell] was
campaigning, one
thing he would do is

stand in downtown Philadelphia
where the Atlantic City tour
busses would pick up players. It
was a greal place to meet a lot of
volers in one place. It also gave
him a graphic representation of
how many people were going out
of state to gamble."”
—Chuck Brooke,
vice president of new

market development, 1GT

of the gaming bill) by saying that not
having gambling in the state has not
stopped most Pennsylvanians who want
to gamble from gambling " Rendell
said, “There are casinos in Atlantic City,
thete are casinos in New York State,
there are slots at racetracks in West
Virginia and slots at racetracks in
Delaware. The point | consistently
made is that we're not stopping
Pennsylvanians from gambling at all.”

Brooke called Rendell's vision for
gaming in Pennsylvania “realistic.”

"When he was campaigning, one
thing he would do is stand in down-
town Philadelphia where the Atlantic
City tour busses would pick up players.
It was a great place to meet a lot of vot-
ers in one place. It also gave him a
graphic representation of how many
people were going out of state to
gamble,” Brooke said.

lan Jones, vice president of govern-

ment relations, Harrah's Entertainment,
served with Gov. Rendell on the
advisory committee for the Conference
of Mayors when she served as Mayor of
Las Viegas. She said he has always been
straightforward and focused about his
reasons for wanting gaming in
Pennsylvania.

“I think he's [handled the issue] with
great legislative acumen. He cam-
paigned on slots at tracks, He under-
stood that giving people reductions on
property tax is what his constituents
were looking for, so he tied the new rev-
enue from slot machines to that. He
kept focused. He didn't go all over the
place, he knew what he wanted—slots
at tracks, The slot parlors were the
result of legislative discussions and
Agreements.

"He was patient,” Jones added,
"There is no bill that happens without
starts and stops. At the end, he got what
he felt what was best for his con-
stituents.”

Building infrastructure
Uinder the bill, Pennsylvania is expected
to issue conditional or temporary
licenses to operate slots at four
existing racetracks. Among them: The
Meadows in Washington County and
Philadelphia Park, where Triple Crown
contender Smarty Jones trained. Rendell
expects those tracks to begin slot opera-
tions by early 2005.

By fall of 2005, operators are expect-
ed 1o begin applying for the remaining
10 licenses—three for casinos at new

board. They include:

memmmml

casinojournal.com @ November 2004 W Casino Journal 13

Membership drive

ennsylvania is in the process of creating a Gaming Control Board to oversee the
Penqaamion of gaming in the state. The board will consist of seven members; three

appointed by Gov. Ed Rendell, the remaining four selected by House and Senate
Democrats and Republicans. As of mid-September, six people had been selected for the

* Mary Digiacomo Colins — A trial judge from the city of Philadelphia retiring from the
bench to serve on the board (appointed by Rendell).

« Sanford Rivers ~ Pittsburgh resident who was vice president at Carnegie Melon
University. He also served for over a decade as a NFL referee (appointed by Rendell),

* Chip Marshall — CEO of Temple Medical Systems, who is staying with the company but
will have a reduced workload for approximately 18 months so he can concentrate on the
Emumcmmﬂ[appohmdbﬂhusekepublm}

Ihbermm — Agent in charge of the FBI office in Pittsburgh (appointed by Senate

'Iﬁﬁ'@f A member of the Democratic House leadership who resigned to become a
mbudmemnﬁﬁhn[apwmdwmmm}
Conaboy — A lawyer and businessman from the northeast part (Scranton) of

-Andy Holtmann

==
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racetracks, five for stand-alone slot par-
lors and two for existing resort hotels.

According to reponts in Northeastern
Pennsylvania Times-Reader, 48 percent
of the profits will go 1o licensees and 34
percent of the profits will go 1o the state
coffers. Rendell said that 11 percent of
the net will go to horsemen (owners,
trainers, breeders etc.), while 4 percent
is split between local and county gov-
ernments, and 5 percent will be set
aside for state economic development

“It's a great thing for states to do,”
Rendell said. "We believe we can pro-
duce somewhere around $1.5 billion
for economic development.”

While excitement is brewing for gam-
ing 1o get underway, Rendell said the
state’s first priority is to have sound
infrastructure in place 10 govern, regu-
late and control gaming,

The state is already at work creating a
gaming control board and six of the
seven members—Rendell had one addi-
tional appointment to make as of this
writing—are in place (see sidebar).

"The caucus leaders have appointed
good people to the board. I've used my
appointments not only for quality, but
for diversity. I think we have a good
board shaping up. The next job is to get
a good staff in place o suppon the
board,” Rendell said.

The board will use a $7.5 million
state loan to fund initial operations. That
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amount will ultimately be repaid by
casing operators, who will also pick up
the tab for the board's estimated $15
million in annual costs. Each licensee is
also required to contribute $5 million to
fund the workloads and staffing require-
ments of the board and state police.

In addition, Rendell said the state
will set aside $2.5 million annually to
fund treatment programs for compul-
sive gamblers.

"With us not having gambling before
and our people gambling in other
states, they are ineligible for treatment
programs. The West Virginia, Delaware
and New |ersey treatment programs
require those seeking treatment to be a
resident of those states,” Rendell said.
"We're taking it very seriously and we're
saying that it will actually be better for
families because they are gambling now
and if they fall prey to addiction, they've
had nowhere to go. They will now.”

Independent approach
Meanwhile, on the regulatory front,

Rendell said he would like to emulate
how the New Jersey Casino Control
Commission and Division of Gaming
Enforcement polices gaming.

"They've done a fine job of keeping
out organized crime and running a tight
ship,” he said.

But that doesn't mean he wants to
follow the New Jersey regulatory
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roadmap to a tee. For exam-
ple; right now in New lersey
state civil servants or employ-
ees can own up to 1 percent
interest ina gaming opera-
tion. Rendell issued an execu-
tive order that none of the
state’s employees could have
any ownership interest in
gaming facilities.

The gaming legislation
also offers some unique reg-
ulatory challenges, such as
the insistence that all slots be
controlled by a central sys-
tem, thereby making
Pennsylvania the largest gam-
ing market with such a
requirement, according to
1GT's Brooke.

*It's very much in the
model of West Virginia,
where a central computer will
be linked to all the machines
to provide an audit function
for the state. Other states that
follow that model—
Delaware, West Virginia, Oregon, South
Dakota—there are far fewer machines
on such a system,” he said.

The state has hired at least three
gambling consultanis to help choose
and implement the statewide system.

An open market

System issues aside, the passage of
gaming legislation is welcome news to
casino companies that already have a
vested interest in the state, Penn
National Gaming owns two tracks
there—the Penn National Racecourse
in Grantville and the Pocono Downs
racetrack near Wilkes-Barre. Harrah's
Entertainment meanwhile, just
completed a deal in which it acquired a
50 percent stake of the planned Chester
Downs racetrack along the Delaware
River in Chester.

Both companies will be looking 1o
expand gaming operations at their
respective facilities, while a host of other
gaming companies are looking at
acquiring one of the coveting licenses,

*There was a rush (of interested par
ties) almost from the time | became
governor, Rendell quipped. "Peaple
knew 1 was pro-gaming and the general
theory was that if everyone could get
their act together, with a pro-gaming
governor in place, these things would
happen.”

Continued on page 17
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states have looked 1o expanding gambling & a way o Increase state

SCONATIC Responses 1o the trend ol gamibiling

thevelopment.
mm;ﬂmﬁﬂ&n'umﬂm“&:! studies seem mmﬁ:m
inreasing toderance of gaming as an acceptable enfertainment among LS. citizens.
Thits b5 especially true when the question is presented 2 a choice between gambling expan-
sion and tax increases, At the same time, studies on the effects of gambling on comminities
and individuats continue to entourage those who oppase gambling expansion incliding Law-

The following chart comtains information on state gambling developments that have
oocurred during 2004, Both proposals for change to state gambling laws and actual changes

are included, Lake ail

legiskative proposals, the eventual enaciment of these bills is dependent

on a number of different factors and difficuht to predict. The inclusson of the Tollowing bills in
this chart is nof meant ko imply an estimate on the likelihood of thesr enactment.

Rigvinted with perméssion from Gambling Developrments i the Shafis-2004. Copynight 2004 by Mosional
Conference of Sints {sgdafures. waencl org programs oy pombslingoles . fytm.

2t two stand-alone lacilibes along the Iterstate 95 cormdar

| State 2004 Gambling Developments State 2004 Gambling Developments
ALABAMA Falfed: Constitutional amendment to repeal <late’s ban on loticries MICHIGAN Enacled: House B3 4612, increases the stale wagering lax on Detroit
and full-ledged easinas. Casinos from 16 fo 24 percent.
Failed: Electronic state’s | mtrm Falled: Video Lotiery Terminals at racetracks.
. e “ﬁ'“ ... Ballot proposal amending the state constitution 1o probibi
ALASKA 'H. ?‘Ih‘i""g“ o skt i - new forms of gambiing without voler consent.
o iy e MINNESOTA | Falfed: Allow racetrack to add casino.
CALIFORNIA Enweted: A, bill creating new state compacts with five Indian Tribes in Falled: evistng i he Haiim nimber
' California. Agresing bo pay into two state revenue streams, the tribes muhfmh:umm bl - = =
el operade an unlimibed amount of shot machines and are guaran-
gmm_ummhmm. MISSOURI mmmwmmmmmm-
Proposed: The Governar has negetiated a 1evenue sharing compace, tins beyonsd the Missourt and Missisippd rivers.
-ﬂﬁﬂh%wﬂlﬂ!mhﬁmm Among NEBRASKA | Emmohest: Bill allowing ballot measure question cn ronstitutional amend-
these compacts, the deal reached with the Lytton Band of Poma Indians menits to allow two casings in the state. The quesfion will appear as on
would allow for 2 5,000 slot machine casing in San Pabio. the November ballot as Amendment 3.
Propased: Ballol initistive that would require Indian Tribes operating Competing ballot proposal alflowsng two casings to be buil
‘casinos fo share 35 percend of their revente with the state. I any tribe in Gmaha and up to 4,900 slot and video poker machines in bars and |
refused to comply five tracks and 11 card rooms would be allowed a keno padors. Proposals will appear on the Nowember baflot as initia-
wﬂmﬂ ot machines al locations incuding suburban San tives 417, 412, 419 and 420,
8 NEW JERSEY Enacted: & bill gracdually rolfing back an existing 4.25 percent Lax on
Proposed: Ballof initistive that would requre § percent of tribal casing
vevenie be shared with the state. Limits on the kinds of games ribes complimentary benefits gven by casings to high wagering guests
can operate a5 well &5 fimits on the number of casings and slot NEW YORK Implemented: \ideo lottery machines in a1 least two racetracks.
mmmwmum Thlmwhm&d Proposed: Video lottery terminal parlcr in the proposed downtown
etendl the current 20-year gaming damd corvention center in Albary. } L
mmnnmﬂmm fir fend edu- Proposed: Eight new faciities for video lottery machines,
eation from 34 percent to 25 percent mmmmmmadmmmmﬁmmmm
DELAWARE Proposed: Two e slot casinos. Falfed: Proposal to expand the availability of the video numbers game
_ o} FRApRIN icerio pitaies o km over tidsned wihnings o e st "Quick Draw” to more restaurants and tavers by remaving food ssle
DISTRICT OF m&ﬂn\ﬁhhM&IMMhlﬁdﬂmn‘fﬂ percentage requinements in current legistation.
COLUMBIA machines on the November ballot NORTH CAROLINA| Propased: Change the regulatory dubes assaciated with video poker
FLORIDA mwmnummmmu | mrachiines from local sheriffs 1o siabe agents.
aliow twa specified counties to hold referenda on aliowing slots ot their | Propased: Ban on videa poker machines.
w““"mlw i NORTH DAKOTA | hmplemented: Saie joins Pawerball
Failed: Allow charities, religious and veteran's groups to sell lottery-shyde  OHIO | Proposed: A bill for a state: constitutional amendment thal woukd afiow
Bingo tickets. a riverboal gambling franchise in each of the cities of Cintinnati and
— e e — —— tmm
GEORGIA mmm Fafled: Bill that would pit ballol question of  constituional amend-
ILLINDIS Propesed: 3,200 slof machines added to each of the stabe's fve horse meent allowing 2,150 siden laitery machines at each of Ohia's seven race-
rscing tracks. Bars, taverns and socil servce dubi-three machines each | tracks bo vaters.
__ it Rato vino ssparsi. OKLAHOMA | Enacted: Senate Bl 553 allows electron bingo termnals af ree race-
INDIANA HMHIMMHMMIMMWW fracks,
mdiustnd:ﬂmm's_@mmmmlmm Propesed: Ballot proposal to authorize state loftery will appear on the
1OWA Enacted: Comprehentive gamsbling bill that allows the introducton of MNavember general ebection ballot as State Questions 705, the Oldahoma
w- ﬁndm&uﬂmwfmummutm | Educatica Lottery At and 06, the Education Lattery Trust Fund. '
the gamirig commissian to ssue an wnlimited number of PENNSYIVANIA | Enscled: Legislation allowing up to 61,000 slot machines st seven race-
r.mhm Thiis bl also prohibits a riverboat casing in dawntown tracks, five slots casinos and two resorts,
o |DesMoines. | Propasad: Video poker and keno madhines in bars, taverrs and restaurarts
KANSAS mw-mmhm RHODE ISLAND | Faifedt: A bill for a state-wide referendum on allowing indian Casino fos
mﬂmmmwm“mmﬂ Marragansett iribe in greater Providence area. After a legislative overnde
casms. stots at tracks, slots af fraernal organizaions and slots at offer of the Governor's veto of the bill, the state Supreme Court ruled that the
Incations such as bowing alleys and driving ranges. proposed ballot question violated the state constitution.
KENTUCKY Faifed: A bill provading for a statewide vole on & conshitutional amend- TEMNESSEE Implemented: Tennesses Lottery began operations in lanuary 2004
ment allowing expanded gambling at existing racetracks. Mmm?ﬂhmﬂmjﬂm
LOUISIANA Proposed: Relax food revenus percentage requiremeants for restaurants Enscted: Limited charitable gaming now
weanting i install video poker machines. Falled: Waming labels of gambling add#ion possibility on lott tickets
Falled: New video poker truck stops must be located within 1,000 feel and at destribution points of gambiing addiction.
of federal highway. TEXAS Farliled: Up to 40,000 video battery terminals at seven exsting tracks.
MAINE Enacted: A bl that provides for the implementation and regulation of WASHINGTON | Prapesed: A baflol proposal allowing non-indian easing gamiblng in the
shobs af racetracks. A ballot initiative allowing slots a racetracks was state will appear on the November ballot Initiative 892 would allow bowi-
passed by voters in November, 2003, This bil creates the Gambiing ing alleys, bars, taverns and mini-casings bo operate the same number of
Conirol Board and Adwisory Counal, and establishes & racing revenue dot machines as indian tribes are comently authorized—over 14,000,
MARYLAND Falled: 11500 video lattery maschines a1 four harse racing tracks, 4,000 machines af charities, restaurants, tavernd, bowding allies, tracks and card

OIS

—
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Continued from page 14

The state’s tracks saw that appor-
tunity as well and began preparing
almost immediately. In April, Robert W
Green chairman of Greenwood Racing
Inc., which owns Philadelphia Park,
told the Bucks County Courier Times the
track wanted (o begin building tempo-
rary facilities for slots that could be up
to three football fields in length.

"We see it as being part of a major
entertainment complex that would
cover a significant part of the property,
and the slot machine element would be
just one of dozens of entertainment
options,” Green said. “Restaurants, the-
aters, clubs—basically every kind of
entertainment there is.”

But that also doesn't mean
Pennsylvania is going to jump into all
forms of gambling. Rendell said he
didn't expect a recent legislative pro-
posal for video poker and keno in bars
and taverns throughout the state 10 carmv.

‘1 think we're going to go very slowly
in Pennsylvania. | think before there's
any ather expansion of gambling, peo-
ple are going 1o want to see how this
works,” he said. “Now if Delaware and
West Virginia chose 10 go 1o table
games, would that put pressure on us 1o
do the same? Probably, but we'll cross
that bridge when we get to it.”

Expanded thinking

But what about the impact gaming
would have on nearby markets that
have thrived from Pennsylvania gam-
blers? Rendell said gaming could have
impacts on tracks in Delaware and West
Virginia.

“If vou go to the Mountaineer track
in'West Virginia and you counted up the
license plates, you'd find that well over
50 percent—usually 70 to 80 percent—
of them would be from Pennsylvania,”
he said

As for Atlantic City, Rendell said he
doesn’t think slots in Pennsylvania will
affect that market much. Harrah's Jones
agrees,

“Atlantic Ciry is on the verge of
becoming a real resort destination. With
the Borgata, the reinvestment in other
properties, the reinvestment in The
Boardwalk. you're starting to see
Atlantic City transition into a gaming
destination where people want 1o come
and stay. That really allows
Pennsylvania to actively focus on the
drive-in market—people coming for the
day or a night out,” she said. "I think it

Reneell with rn'u;ruulqhhn-rl' champ Smarty Jones.

will be great for Pennsylvania and |
don't think it will have an impact on
Atlantic City. The two different miodels
of gaming work very well together

Indeed, instead of harming casinos
in other states, some believe that
Pennsylvania'’s acceprance of expanded
gaming may ultimately pressure more
states 10 adopt casino-style facilities as
well,

"Cov. Rendell is very straightforward
and honest and stuck with his policy,”
said Brooke, "Gov. (Robert) Ehdich was
the same way in Marvland and so was
Gov, [Kathleen) Sebellius in Kansas
during the 2002 gubematorial cam
paign. In fact, it was the first fime that
gaming was a definitive issue between
the two Pennsylvania candidates.
Evervone knew Rendell was for it and
that (GOP candidate Mike) Fisher was
against it

“so there's three pro-gaming candi-

think he's [handled

the issue of expanded
gaming| with great
legislative acumen. He campaigned
on slots al tracks. He understood
that giving people reductions

on property Lax is what his
constituents were looking for, so
he tied the new revenue from slot
machines to that. He kept
focused.”

id

— it Jones: wice president
of governiment relations,
Harrah's Entertainment

dates who were elected governor and
have put forth gaming bills. It's just
that two of the thrée haven't seen their
bills passed yet."

Gaming expansion and related
1ssues are also adorning the ballots of
several states this month (see char
page 16). Among them: three contro-
versial and heated competing propos
als in California—owo that could
expand Indian casinos and one that
would allow slots at card rooms; pro-
posals in Nebraska that would allow
for two casinos, and slots in bars: and a
proposal for the first commercially-
owned (non-Indian) casino in
Washington

Brooke said developments like
Pennsylvania’s passage of gaming could
place additional pressure on states like
Ohio, which is bordered on three sides
by gaming states— Pennsylvania, lllinois
and West Yirginia,

| think eventually, almost every
state in the union will have some form
of gambling " Rendell said. “And even
tually; that will mean that states will
hold their own population bases—
unless they are good convention or
tourist destinations as well, Then they
will get boosts in other ways.
Philadelphia could stand to benefit
from that, Piusburgh as well on a
smaller level, and Erie, which is just
about o build a new convention center
near the racetrack there. 1t will be very
vibrant for Ere’s coastline in terms of
economic development, and the state as
a whole."C]
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