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PRCCEEDINGS
CHAIRMAN MORIN: The hearing will be in order.

This is the third public hearing of the Commission

on the Review of the National Poiicy Toward Gambling. It is

the fourth public hearing. We have had pricr hearings; a hearifg

from those interested in state .otteries; we have had testimony
here from ti.. Department of Justice and from the Internal
Revernue Service,

We are very pleased to welcome here today the
Federal Burea; of Inveétigation, who will be represented by
Mr. William V. Cleveland, the Assistant Director in charge of
the Special Investigative Division. He has with him Mr.
Staffeld and Mr. Kelly. I would like especially to welcome
you here, Mr. Cleveland, and to thank you most sincerely both fgr
myself and the whole staff. We never could be here without
your help.

' I understand that you have a prepared statement,
after which you will be subjected to guestioning by members of
the Commission. I don't know whether any of the Congressional
members will be here. If they are, they will take precedence,

| MR; CLEVELAND: ‘Thank you, Mr. Chairman.
: I have Mr.‘Stéffeld with me this mérning because he
has devoted 20 years'to organized crime and is an expert in

the field. John Xelly has also'ﬁevoted a great many years to

organized crime, so I hope between the two of us we will ke
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able to answer your questions.

Mr. Chairman, my name is William V. Cleveland, and I
am an Assist;nt Dire;tor in charge of the Special Investigative
Division, Federal Bureau of Investigation;

Because our experience over the years has shown that
professional gambling forms %he backbone of organized crime in
this country, we appreciate the opportunity to appear béfore
you today and present testimony regarding this often misunder-
stood field.

To begin with, by way of background, let me explain
that the FBI has not always had jurisdiction over gambling
violations., As a matter of fact, we had no jurisdiction what-

soever, to speak of, prior to September, 1961, when Congress

"enacted three statutcs banning interstate transportation in aid

of racketeering, interstate trasportation of wagering :
parzphernalia, and intergtate transmission of wagering infor-
mation, Prior to that time, most gambling investigations in the
Ikd;ed States were limited to the local, county, or state levels.,
The problems stemming from such a situation were
multiple. When a large~scale ring operated across state ==~
and sometimes international ——‘bounaaiiés, local agencies wére
unabie_to exexcise comptehensive coverage of anyﬁhing outsi§¢
thair owh immediate areas; In‘dther fnstances} some depart-
meﬁts had neither the experienced personnel ﬂorjthe laboratory

facilities to handle complex gambling investigations. And in
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othex cases, honecst, competent officers in one community found
their efforts thwarted by dishonest or incompetent associates
in another state or community.

Legislative Studies

Faced with these circumstances, various Condressiona
groups have conducted organized ocrime hearings during the past
quarter ¢f a century, includiﬁg the two Senate bodies known
popularly as the Kefauver Committee and the McClellan Comnittee
In addition, the President's Comnission of Law Enforcement and
Administration of Justice was convened and published a 1967
study captioned "Task Force Report: Organized Crime."”

' The findings of thesevdiverse groups were most
iﬁformative and enlightening (ragging as they did from labor
racketeering and narcotics trafficking to hoodlum infiltration
0f legitimate business}, but the one common strain running
through most of them was that gambling bankrolled the rest of
the underworld's empire and that legislative, judicial, and
police corruptggn ware an almost inevitable consequence of
allowing illegal gambling to oéerate unchecked for any length
of time, |

In fact, the Special Senate Committes to Investigate
Organized Crime in Interstate Commercé announced as far back as
1951 thatlthe “ﬁost shocking revelations™ it had uncovered dealt
with the "extent of official corruption and connivance in faci1"

itating and promoting organized crime." After citing two

.
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those aimed at thefts from interstate shipments, interstate

specific instances in which local bookmakers were.paying off
corrupt police officers —-- at the ratevﬁf 5155,000 a month in
one city and more than $83,000 a month in another =- the
Committee concluded that law enforcement itself had "broken
down™" 15 marny of the communities visited.

Ten years later, after the Senate Permanent
Subcommittec on Investigations heard a witness estimate that
approximately $750,000,000 was being spent annually by Ameriéan
gantilers to pay off dishonest police officials, Congress gave
the F3I ivs first major jurisdictiog in the organized crime
field with the previously mentioned statutes..

Early Efforts

Before that, our efforts in this area had been re-
stricted to random instances when underworld figures violated

some specific statute over which we had jurisdiction, such as

transportation of stolen property, and the like. 1In 1943, for
example, we shatteréd the entire top leadership of the Syndicatq
structure'in Chicago for attempting to extort large sum of money
from the motion picture ir :: Sry. But these vere isol;ted cases,
involving individual subjects, an& did not lend themselves to k
a éocrdinated,}cahiinuﬁﬁg caﬁpaigﬁ to eradicate the evii of
6rganized crime as a whole. ‘

Forturately, tﬁe recent legislation has déne‘ﬁtch ta

remedy this situation. To date, FBI investigations under the
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three 19l laws have resulted in more than 1,800 copvictions
and som= $2,900,000 in fines. Among those sentenced to prison
were such national S;ndicate lcaders of Raymond Patriarca, of
New England; Samuel Rizzo DeCavalcante, of Elizabeth,; lew Jersey
John Philip Cerone, of‘Chicago: and Anthony Giardano, of
8t. Louis, p.us a number of their ranking alides and lieutenants.
Subsequent Congressional hearings determined, howevey
that the laws liwiting Federal efforts to interstate violations
left a big void regarding large-scale local gamhling rinc. which
city, county, ‘or state autho;ities were unwilling, or upable, to
prosecute. As a result, Congress enacted the Organized Crime
Cont;ol Act of ;970,‘Title VII of thch cutlaws locél gahbling
'opérations meeting certain minimum specifications., The same
title also gives the FBI jurisdiction over any bribery of city,
county, or state officials (Including prosecutors, judges, or
pdlice officers) by persons whose activities fall within the
purview of the statute. To date, our investigations under the
Organized Crime Control Act have resulted in over 1,600 convic-

tions, some $1,660,000 in fines, and confiscations of cash,

property, weapons, and wagering pataphernalia valued at approx~-
imately $10,80G,900. |
See Exhibit No. 1, captioned "Gambiing
Convictions in FBI Cases ..." for an
analysis of prosecutive efforts under

the 196L and 1970 statutes.
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Government's arsenal. As regards majer gambling rings, it is

0f the laws enacted by Congress since 1961, one »f
the most valuable in the fight against organized crime has been
Title TII of the Omnibus Crime Control and Safe Streets Act of
1868, which provides for the uze of weurt-approved electronic
surveillances in the investigation of certain specified viola~
tions.

Because organized crime is hoth national and inter-
national in scope, employs thousand of individuals in its
operations, utilizes the latest in electronic communicaticns
systems, and has a long-standing reputation for killing or
intimidating live witnesses to its activities, electreonic

surveillances arxe an absrlutely essential weapon in the

doubtful that they could s=tay in business a week without
extensive telephonic connections regarding thelr line data end
laycff operations. This is precisely the Achilles' heel that
Title III is aimed ac,

Since their first use in 1969, court-approved
elegttonic survelllances in FBI cases have led :to some 3,000
arrests in the gambling field, over 1,200 convictions, and the
confiscation of cash, property, weapons, wag2ring parapherﬁaiia,
and contraband valued at more than $7,006,000. In fact, of the
approximately 2,700 organized crire sﬁbjects in variov~ stages
éfiprosccuﬁion as of April 1, 1974, nearly 1,700 Qere arrested

as a result of information developed by installations made undeﬁ
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the precvisions cf Title III., Hoodlum figures arrested, indicﬁec,
or convicted since 1969 on electronic surveillance information
include some of ;he biggest names in the organized underworld,
as evidenced by the case involving Samuel Rizzo DeCavalcante,
a top Syndicate leadef in the Elizabeth, New Jersey, area.

See Exhibit No. 2, captioned
"Samuel beCavalcante Case"

Despite the effectiveness of these installations,
the FBI is well aware of their sensitive nature and uses them
strictly within the framework laid down by Congress in the
dmnibus Crime Contrscl and Safe Streets Act of 1968. The legal
and procedural steps taken by the FBI to institute Title IXI
c;verage are detsiled in an exhibit vie are herewith presenting
to the Commi. son for its information.

See Exhibit No. 3, captioned
"Chronology of Title III Electronic
Surveillance Investigation."”

At the request of the Commission, we have conducted
a survey of all field offices with respect to the number and
type of rFederal gambling investigations initiated by the ¥BI
during the period January 1, 1966, througb December .31, 1973.

This survey disclosed ihat a total of 5,650 cases
(involving 9,213 individuals) were investigated by Bureau
2genis, with 742 being closed for failure to meet the elemcﬁts

of the statutes. Of the remainder, prosecution was declined in
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4,132 cases by Strike Force ur United States Attorneys, 52
cases were no-billed by Federal Grand Jhries, and 724 resulted
in indictments.

With fespect to this survey, I would like to call to
your attention the fact that even the cases closed, declined,
or no-billed were not complete losses, since 1,978 of them
were referred to local authorities for prosecutive consideratio

Breaking down the cases wherein indictments occurred
We note that 270 stemmed from court-approved electronic surveil
lances and that 454 did not. Furthermore, the 27 ‘Title IIX
cases involved 3,323 subjects, as contrasted with 2,227 in
non-Title ITI cases. On the other hand, convictions in
non-Title III cases have exceeded Title III convictions 1,337
to 1,210 during the period of thé study because a number of
the latter cases were being held in abeyance pending a Supreme
Court decision regarding the issue of authorization signatures
on Title III applications,

0f the total number of cases where indictments were
returned, the major type of gambling was found to be sports
bookmaking (333 out of 724 cases), with horse bookmaking in
second place (221 <~ases). The latter figure, however, repre-
sents a partial duplication of the first figure since a number
of the operations raided handled both sports and horse‘book~
making. Numbers rings accounted for 187 of the cases, and
casino-type gémbiing totaled 110, Falling in the niscellaneous

category, with 14 cases, were such activities as punchboards,
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10
tip sheets, and shell games. As regards casino-type operations
it is interesting to note that our offices.repoxt the nation-
wide pressure 6n these establishments has just about completely
driven them undérground, and that there is practically no.open,
illegal casino gambling in the United States at the present
time. This includes such formerly nctorious locations as
those in Hot Springs, Arkansds, and the Newport—-Covington area
in northern Kentucky.

Scope of the Problem

On the whole, major gambling investigations are
extremely complex in nature. They consume time, manpower, and
material resources in almost unprecedented quantities. They
are difficult to prove., They reguire e#pértise in the nuances
of the trade. And the legal maneuvers encountered in a singlel
case -- spearheaded by the highest priced defense talent
available -~ may drag on literally for months and years.

Typical of the etfort required in onc of these
investigations was the 1967 conviction of international gambliny
figure Gilbert Lee Beckley and two of his associates in the
United States District Court at Miami for violating the
Interstate Transportation in Aid of Racketeering Statute. All
three were scentenced to substantial prison terms, with Beciley
recéiving a total of ten years. ‘Before thése'convictions could
be recorded, however, or the case even taken to trial, it had

been necessary for our Agents to analyze thousand of tclephone

g
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palls from all over thg coﬁntry and parts of Canada Gealing wit
the dissemination of line data by Beckley and other Ieading
handicappers,
See Exhibit No. 4, captioned "National
Gambling Communications Network"
The following year, John Roselli, a notorious
Syndicaée racketeer on the west coas.. was convicted énd sen-
tenced to prison after.the longest Federal criminal trial in
Los Angeles history. Subsequently, investigation conducted in
the Roselli gambling case led to the 1972 conviction of:
Anthony Giardano, ranking Sjndicate leader in the St. Louis,
Missouri, area, aﬁd two "captains" from the Detroit area,
See Exhibit No. 5, captioned
"John Roselli Case”
Even more recently, our New York office has advised

that one of its current investigations has entailed the use of

20 Agents for an entire year. Unfortunately, the litiaation
in this matter has not been fully resolved yet, so we are unabld
to say what the end resulets in thst case will be.

Dissemination Program

Needleés to say,,hot every gambling inyestigation
leads to prosecution in.Féderal court., Many do not.even qualify
undér the Federal statutes, or else do ndt fali within fhe |
jurisdiction of the FBI. To ihsﬁrc éhat information thus

developed réalizes its full potential, however, the Bureau nas
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instituted a fieldvide dissemination pregram aimed at forwérding
such data to thg appropriate agency as rapidly as possible. .

The résult‘has been that, during the past six vears,
other federalystaté, and local law enforcement agencies have
utilized information obtained from the FBI to make some 20,000
gambling arrests and confiscate over $9,000,000 worth of cash,
property, weapons, and wageriég paraphernalia.

See Exhibits Nos. 6 and 7, captioneqg
"Number of Gambling Arrest ..."
and "Value of Cash, Property,Veapong
and Wagering Paraphernalia Confis-
cated,.."

In addition, Federal gaunmbling investigationes by our
agents have uncovered tax violations utilized by the Internal
Pevenue Service during the past year to confiscate, or asscss
liens against, $14,861,000 worth of property in the states of
Consecticut, Florida, Georgia, Massachusetts, Michigan, and

Washingt~-n.

Quastion cf Evaluation

Cne difficﬁlty law enforcement has encountered in thg
fight against organized crime is that of determining the amount
of progress being made.

Simply counting convictions is not an adequate cri-
terion of prosccutive success, inasmuch as some subjects go to

prison for as much as ten years whereas others manage to get

-
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off with a light fine and are almost immediately back out or
the streets again. Furthermore, some hoodlums arc organiza--
tionally much rore iﬁportant than others, and their incarcera-
tion hurts the underworlad considerably more than does the
elimination cf less important underlings.

Likewise, any attempt to use the "handle" concept as
a measuring device quickly runs into two stumbling blocks:
(1) few sources anywhare can be found to agree on what the
"handle" f{or amount of money wagered during a given period)
actually is, and (Z) it does not assess the overall threaz a
rFarticular mob f‘gﬁre and his followers pose to society at

large.

-

As an indication of the prcblems involved in trving
to determine what the national "handle"™ amounts to, the 1967
President's Commission on Law Enforcement and Administration of
Justice said that it had encountered estimates varying frem as
low as $7,000,000,000 a year to as high as $50,000,000,000 a
year and concluded "There is no accurate way of ascertaining

organized crime's gross reveneue from gambling in the United

-

States."
| | Obviously, then, the question arises as to how you
can employ the "handle" as a yardstick, if you cannot even de-
termine what it is. |

By the same token, it would appear to have a minimunm

. ". A.. '
uscfulness, even if it were provably correct, since a hoodlum's
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"go for the roots of the gambling tree, rather than the indivi-

‘dual branches. And we %think this approach is a highly effectivyg

14

position is governed by'magy factors other than the sizc‘of'his
gambling activities. The head of a syndicate group controlling
vast ioansharkin§ opéiaticns along the New York City waterfront
international narcotics smuggling rings, powerful labor unions
cépable of crippling wideépread areas of the community, and a
vicious gang of professional killers sworn to carry out his
every command is certainly muéh more of a threat than the book-
making activities of a street~corner independent from a Midwest
manuf;cturing towvmn, whose annual "handle"‘may exceed by several
million that 6f the New Yorker's relatively low=key numbers
operation.

Intelligence is the Key

FBI experience in the organized crime‘field hag eh
conclusively that the only true means of evaluating accomplish-
ments is to develop an intelligence system aimed at identifying
the major underworld ieaders, the scope of their actiyities,
their spheres of influence, and theirxr $ource of income £o0 tﬁat
a realistic guide can be established ts determine both the
short~range and long-range goals being achieved.

As a result, we have targeted our investigations to

one.
In addition to the steadily rising conviction rate

of ke anbling figures, we currently have in varicus stages
-,

e b i areirs 8EC . W) R 8 AR YR WELIKKA

el

o ;.

C v e

B

PN




W~ 34

Fami
-

10

11

12

i3

14

15

16

17

18

19

20

3

e,

tederal Reporters,

22
23
24

fnc:

25

"as previously mentioned, havé already exceeded the $1G,000,000

15
of prosecution morc‘than 2,500 organized crime subjects on
gambling or related charges (such as loensharking, perjury, or
contempt) . Particulaily rard hit have been the upper echelons
of the Syndicate in Wew York City, New England, Philadelphia,
Buffalo, Chicago, Cleveland, Detroit, St. Louis, Denver, and
Los Angeles.,

Because of this inéensified pressure, the underworld
leadexrship is being badly diluted, and rebellious young mobster:
at the bottom of the organization -- not to mentidn merkers of
rival gangs ~- are asserting their independe:nceand vefusing to
obey orders unguestioningly as they did in the past.

At the same time, we are also hitting the big crimi-
n;l groups in the pocketbook, where it hurts almrst as moch as
going to prison. .

Confiscations under the Orgsznized Crime Control aAct,

mark; nationwide raids during one recent three-month perind
broke up gambling rings estimated to have been handling over

$1,200,000,000 a year in wagers; at least two major bookmakers

{one in New England and one in the South) have indicated to their

asseciates that Federal prosecétive efforts were driving themn
into other lines of endeavor;‘and two nationél Syndicate figuréﬂ;
have £led thé‘coﬁntry because of theyin&estigative "heaﬁ“ being
brought to bear oﬁ ihem.’ |

penands for Legalization
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When Congress orcered the creation of this Commissio&
in the Organized Crime écntrollnct of 1970, one of the responsi+
bilities it gave you was thet of making recommendations regard-
ing the possibility of legalizing gambling.

Unfortunately, this is a topic which normally genexr-
ates more heat than light and I do not want to give the impres-
sicn in answering your questions that the FBI is injecting
itself into matters of a strictly legislative nature.

Certain segments of the press and the public have
dedicated themselves to a campaign aimed at relaxing, if not
totally eliminating, all restrictions on gambling. They main-
tain that it is a criminal violation which injures no ore and

-

brings pleasure to many. “hev

v

llege that it premotes grafx
and corruption because it gives pclice a means of demanding
extortion from the players as well as the operators. AaAnd they
conclude that betting with a nusbers operator or bookmaker is
no more morally objectionable than wagering on a state loﬁﬁcry
or driving out to the nearect track and patronizing the pari-
mutuel windows.

As an investigative agency of the Federal Government
the FBI is not in a éosition to pags 3judgment on the moral
aspects of gambling. Nor do we intend to inject curselves inzo
the pro's and cen's of the revenue benefits wnich would pur;
portedly accrue to the state and Federal governmcnté from the

taxation of legalized gambling. We do think, however, that a
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*lw = 36 1|| closer look should be taken at the “"victimless crime" label
2l which has been hung on gambling by those elements secking to.
- 3| promote a change in its status. ;
~ f
4 The people who say that no one is hurt by these

el

51 activities and that the offenses are not crimes at all but are
6| merely social transgressions overlook four important factors:

7 (1) Gambling and violence go hand-in-glove. Hood- i;

gl lums operating numbers or bookmaking rings generally protect

9y their monopolies by savage acts of terrorism against those cp-

A 1 ks 4 e e A

10} posing tham, either directly or indirectly. Furthermore, this

11§ brutality stems from the underworld's all-consuming greed and

v g it~

12|l desire to eliminate competition, and any attempt at legalizing

-

43

Nt R bR A Y b St oA 5 b i iy A

A 13} its activitics would merely lead tc greater violence as the

14| profit margins began to rise.

15 See Exhibite Nos. 8 and 9 for two photo-
?6‘ graphs of the devastation wrought by the i
17 November 23, 1562, bcmbing nurder of g
18 Youngstown, Ohio, hoodlum Charley Cavallaro g
19 and his ll-year-old son.. Also seriously %
20 - injured in‘the,bombing, which represcntéd $
21 , mbfe than ; decade of figﬁting for contrbi,
%i" 22 ' ' ‘ ‘of‘gémbling and other rackets in the

'23 _ -‘_ Youngstown atea, Was andthcr of;CdVallato's
2l - ’ sons;

zp-Federol Reperters, lnc.
25
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See Lxhibit No. 10 for a photograph of
‘material seized during an FBI raid on a
major Midwest gambling ring's headquarters.
The qutaposition of weapons and wagering
bacaphcrnaiia should partially refute the
allegaticns of those who would have the
public believe iih.% gambling is a “"victim-
lese" offense which hurts no one.

(2} Ganmbling saps the financial resourcrs of the

Nation to deal with social problems by concealing vast sums of

money from taxation. It also drains the family budgets of

those least able to affrid anything beyond the bare necessities

of life,

(3) Gambling spawns a whole generation of other
crimes. MNot only does it drive hard-pressed victims to heocd-
lum loansharks -- who regularly use threats, bzatings, and
murdérs as tools of their trade ~- but it also leads +o reb-
beries, burglaries, and other criimes by victims indebted to the
underworld.

(4) . Jumbling creates a coxps of silent victims
caught in the dual fear that assisting law enfcrcemenﬁwwill cut
them off from the services they so desperately crave as wcl;
23 marking them for gangliand retaliation.

Whenever I hear people talk akbout gambling being a

"victimless crime,” I think of one highly publicized case we
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w ~38 1} had in New York City a couple of years ago where a middle-aged
2}l bartender robbed 20 banks in less than three months' time in

. 3§l order to pay off a steadily mounting series of Syndicate gambl-

e

4] ing debts he had incurred. . Or of a bandit shot to death in 1964
5| while trying to rob a bank and buy his way out from under an |
6| accumulation of ocutrageously high gambling bills. If these

71 were “wvictimless crines," I would'like to hear someone explain
g|l that to these men's wives.

91 Jelp ox Hurt the Underyorld?

10 _ As the Ccmnissicn is undoubtedly aware, there era twg
11|l schools of thought regardiay ths effect of legalized gambling
12§ on mob-controlled operatisns. One offers the not unlikely

-~

13} proposition that housewives and other previous nongamblexs,

e

14 || caught up in the exciiement of playing state lotteries, may be-
15t come addiéted.and start patronizing the hard-core nuﬁbcrs and
16 boékmaking busiresses conducted by the Syndicatc and their

17 I assccliates. The other viewpoint maintains that state lotteries
18§ actually unéermine the criminal clement by competing with them

191 and taking valuable customers away from them,

20 : In preparation for this appearance we surveyed our

21 field offives povering the eight states which now conduct legal

221 ‘Lotteries and asked them what effect their investigations and

£
£
(qév

S e

23] their informants had noted on illicit gambling as a result of .

241l the creation of the lotteries,
Federol Reporters, lac. . - ) :
: 254  without exception, the ofifices covering Connecticut,
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Maryland, Massachusetts, Michigan, New Hampshire, New Jersey,

New York, and Pennsylvania reported no discernible effect what-

- soever. As most of then piinted out, lotterics are not ghared

to compete with the underworld's numbers rac et which is con-

' qucted dailly, offcrs credit, rays better odés, is nontaxable,

and allows the gambler to select the pavticular digits on
wnich he wirhez to place his wager.

Interestingly, the press reported last year that
New York City was considering a plan that would take the batile
right to the enemy's frent. The Off-Track Betting Corporation
{0TB) ammounced in Fehrﬁary, i973, that it wanted to launch ‘
a nunmbers operation of ivs own, identical in concept to the
Syndicate's but offering better odds. Instuad of paying off
at the rate of 600-to-l or 500-to-1l, as the criminal element

dz2es, OTB proposged reimbursing winners at the rate of 750-to-1.

s

If noihing else, such a system would offer the
public two options which might lure beitors away f£rom the under-
world; presumably it would be honest (something +hat can rare}y
be said of the illegal operators), and the higher oﬁds mean
that a legzitimate player would realize a greuter take-hcme
payoff gﬁter taxes than an illicit player wguld withoutktaxes.
éee Exhibits lo=z. 11, 12; arnd 13 £¢
technical descriptions of how a
typical booﬁmakcr and a typical

numbers operator werk,

rt




P

edosel Reporters,

10

n

12

16

17

18

-e
i

20
21
22
23
24

et

25

21

To date, nothing has been done . to implement the

OB recommendations in New York City, possibly because of the

problems of deciding just which form such legalization sha.ld

take.

Basically, there are four alternatives available:

(1) outright abolition of all antigambling restrictions, (2)

licensing of private individuals and business concerns (as done
now in the State of Nevada), (3) licensing of guasi-public
hodies (such as OTD in New York), and (4) assunption of all
gawbling functions bf the government fitself.

Taherent Prohlems

Since the first of these four options would obvicusly
m;an a cutthroat warfare and ultimate domination by the undenr-
world, most proponents of legalizahion linit their advececy
to one of tho other three possibilities. Even so, the gques-
tions cf corruption, indirect crimes, and expertice should be
taken into considerstion.

As the Chalrman of this Cozmission, Hr. Horin,
pointed out last July in an address before &the National
Cbnfcrenca on Puklic Gamblihg, de~-criminalization of gambling
will not ond payoffs to dishonest police or other pubiic cfifi-
qials, desgpite what‘idealists gay to.the contrary.

Kor wiil it end the ncedAfor losing gamblers to
cormit :obbcries, urglarias, or embezzlements, or to borrow

froa heodliun loansharks in oxder to make up théir £inancial
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country's single largest industry. In many cases it has ac-

B Uy AR

22

shortages.

Also, as Mr. List, Attorney General frém the State
of Nevada, pointed out to the National Conference on Public
Gambling, few states have either the expe?tise or the manpower
bpfadequately control casino gambling without going through
a difficult adjustment period.

Public Reaction

Admittedly the problem of gambling in the United

States is a serious one. Its total annual gross makes it the

guired an aura of glamor and daring. Pecple used %o betting in
the comfort of their homes with friends and relatives fail to
comprahend tht evils and viclencer attending professicnal, or-
ganized gambling as practiced by the Rmerican underworld. And
even the judiciary -- dally listening to trials of wurderers .
and other vicious criminals -~ tend to think of gambling viola5“
tiong (regardless of the size or other factors) as harmless
type offenses.

If this Ccmmission successfuly man%ées to inform
people everywhere regarding the true nature of gambling it will
have more than served its purp;se.

Lately we have seen a tendency of some judges to
hand down substantial sentences oZ five and ten years in Syndi-
cate'gambling trials, and we think this is an encouraqing tiend«
It shows a growing public awareness of the dangers posed to

society by the organized underworld.
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Ve in the FEI. certainly wish you everr success

=L &

in your endeavers, and I iope that this presentation today '

dbw

will be of some assistance to you in ycur effcxt
Thank you.
CHAIRMAL MORIN:  Thanlk vou very much, !, Clavelani,
Incidentally, by a strange coincidcence, Senator
anncn happen3 te ke chalrman cf the Committee whose roon
this is normally. I hapgen te bhe sitting in his seat, I think

4

the only thing I can ¢

qguestioning peried.
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EEVATOR CANNON : -X-Fell., thanlt vou, Xr. Chairman.

. Mr. Cleveland, that is a very intercsting statement
you hava presented here. I v ould 1ike to call your attenticn
tc a few parts of it and question vou a little further,

On page 7 you‘said that, "Even the cases closned,
declined, or no-billed wérc not camplets lcssaes since 1978 of
hem werce referred to lozal authorities for prosecutive
consideration.”

Do y&u have zny results on those cases that were
referred to leocal authorities?

MR, CLEVELMID: 2~cauvse the other agencies ¢o not

alwvays kecp us apprisad of the prosacutive action they take wit!

the infeormation we furnish thenm, our records are nck cemplete

in this respect. Some of the accomplisihments dcaling with

arzres ts and confiscations, however, are gscet forth as Exhiibitsg
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6 and 7 of my testinony. .
Many of thesc instances stem from caces ovened bv.

the FBI but latexz referred to local aut.orities when it
becams agparent thiat no federal law had been violated or the

United States Attorney did not believe federal prosccution was

PR N

warranted.

SENATOR CANHON: So that you do cooperate fully

with the local authorities on particular cases even thnsugh they
may not involve viclations of the 1970 Act?

MR, CLEVELAND: Right. Yes, vir.

SDNATOR CINNON: On page 1l.vou refer to, "20,000

gambling arrests and confiscate over $9,000,009 worth of cacsh,

-

preperty, vieapens, and wagering paragphernalial”
What type of property and wagering paraphernalia

have vou confiscated therc and have ysu been able to make a

disposition of these items to reduce them to cash?
MR, LVELAND: This would include a lot of technical
equipment: telephones, adding machines, office eguipment,

autonobiles, and the like. All of these items are turned

13
over to a United States ilarshal, who is charged with disposing

.

of then after the governwment's prosecutive interests have bheen

completed,

-

SENATOR CAMNMOM: So, 1f they are using an automcbhbila

in the transportation of illegal ganing equipment, then that

is a coafiscated item and that can be turned over to the Marshal

A AL L NI S AT, Bt O bttt skt riasboom .
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for dispogal?

MR. STAFFZLD: We also have the privilege of
confiscating property unde: certain circumstances, but there
has bgen rather a reluctance to take that kind of a challenge.

SEXATOR CANCH: In other words, Lf vou find that
a location is being used, an apartment is being used or a
house is beina used, then you can confiscate that property?

MR, STATFLLD: Technically wa can.

SLUATOR Criil0lN:  Have you caken any actions under
that provisioﬁ of the law?

MR. STAFFELD: Wo, sir. The Department of Justice

nas asked that we not bacome involved. There have heen soane

L

instances when a federal judge has deciéed that this shnul
be done because of the g:avity of the case, It has keen vory
seldomn,

SENATOR JANNOUW: Yéu indliezated in vour statenant
or vou said that as a result of efforts of the federal govern-—
rant under tho 1970 2Act, you have driven a nuber of these
neople to other endeavors and two nationall Syndizate figures
have fled the country.

tho are those figures?

1R. CLLVELAND: One is Sam Giancana in Chicago,
and the other one is Santo Trafficante in Tampa.

SENATOR CANWOH:  Axa thoy still out of the counixy

and ave warranis outstanding on then? .

TR s Ll B ot i
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HR. STAFFELD: There are no warrents ocutstanding,
Gil Beckley, who was menticned in Mr, Cleveland's testimony,
disappeared subsequent to his conviction, and of course, the
warrant is still qutstanding for his arrest,

EHATOR CAITIGH: ‘I see. He was never actually in
custedy. He was convicted and then disappeared, is that it?

MR, STAYXIELD:  Ves.

ECUATOR CANIOI: 2&re there any outstanding warrants
en any of these people outside the country now and is “ore
any effort ongoing to extradite them.

MR STAFFORD: ot to my knewledge. Do you feel
that the efizct or the fafivence of crganized crime has
increased or decreassed over the past few vears now as a result
of the activities or in connection with the activities underx
the 1976 Act ox 1961 Act?

HR. STAFFORD: Well, we do know that of *he leaders

of this organized crime element involved in gambling cperations)

many of them have been jailed or have for one reasca or
ancther gctten out of the business.

How, is crganized gambling bigger today then it
was yesterday or ten years ago?

Offnand, this is & difficult judgment co make, but

.
-

I think we can gafely gay that, had it not been chacked, it

would be o lot higger than it is todav. f{Hth the spotligat

turned on.the problem after the Appalachian meeting of 1557,

Sl S e
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the full force of publig outrage and Congressional legislaticn
was brought to bear on corrsption and gambling operations, and
I think that had this npt nappened, the situation would be
rnuch worse now than it is.

SDUATOR CANION: Do you think that the prosecution

of these gambling cffensas is tho most effective means of

controlling organized crime?

]
"

HR. STAFFORD: I think cextainly it is an

important cna. Is it the most important? I think it prebakly

SENATOR CAMNNON: Naw, <o you believe that vou have
aéequate tools in-this axea under the 1961 and 1970 Act or do
you think you ougat ot have nore tools than Congress has
given you at the preosent time?

IR. STAPFORD: FThai we have now has been quite
effective and we certainly hzave not seen any need for additional
leg’ s3lation, and we have nct asked for it. .

SENATOR CANMNON: Ve have heard a lot of statements
that the proceéds from illegal gambling supports organized
crime.

Do you have precise and specific e#idence to support
that, and if so, givebus sorc examples of the types,

MR, STAFLORD: WGll,’we know that séme-gambling

operations support major svndicate gangs. They have no other

moans of income.. It all comes from their varicus gambling

T e R ARG
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activities, so certainly it does support the organized crime
effort as a whole.

Ve have, of course, a man from Pittsburgh who has

testified with respect to the size of his operation and the

fact that he emploved 2,0b0 individuals in this Xingd of an
oparation. éo it certeinly is the sourca of income for
crganized czime 1ltself,

' SENATOR CAMNON: Vell, were those 2,000 people
engaged in crganized crime activities or in the illegal
garbling alon;?

MR, STAFFORD: I would say they are part of the
same thing. They are organized crime and their function in
organized criame is the perpetuation of this gambling.

SERATOR CATNCH: In your statement vou indicate that
therc is practically no illegal casino opera-ions in the
United States tcday.

liow did you use tools under the '6l or '70 Ahct
to cleose down Covington, Kentucky, for example,and some of the
other places that have been closed thét were notoriously open
ovey the years?

MR, STAFFORD: Well, of courge, these arc operations
that vou cén canctrate through uﬁdétcovcr operators, . We had
gome undercover operabtoers who werce able‘to p2netrate and get
into the actual casino eoperations and alsc penetrate sonc

corruption aspects that were ongoing. It was through these :

v s
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investigation~, employing on-the-body recording dovices to
pick up pertinent convorsations, that we were able to penetrate
and close up thoée casino operations.

SESATOR CANNOM: Do you have a fcel for vhether the
legalizing of t&e lotteries that have become more prevalent

recently now has tended Lo lessen the feeling of the daagars
of gambling, that is, £from th; standpoint of crganized cripe®
MR. STAFFORD: Ve have no indication that this is
cutting into organized cxime's profits.
Is that ﬁhat‘you mean?

SIMATOR CANION:  that I was really directing that

toward is the attitude of the gencral public and the attitudce

-

of the ceurts tovard gaming as & result of the fzact that

lotteries have started now to become quite prevalent from a

-

legalized staandpzsint, and your off-track betting is

nroliferating and so on.

1R, STATFORD: tall, I think probably inscfar as
the public in general is concerned, I can think of prchebly
one apprcpriate example, I'n familiar with scme officesz in
the State of HMaryland ~- business offices -- and the secretaric
in them naver knew‘what a lott;ry ticket was, probably ncvet
bet on the numbers or did aﬁything_in that vein before, But
now that yod can b@y lottexy tickétj in the beauty parler,

barbershop, and meat market, thesze cmployees can carticipate

undexr familiar surroundings and thus acquixe an introduction
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SLUATOR CRUNON:  But as £far as the lo“teries shom-

salves ar2 conaarned, wou sa7 in your statemenst that they

had no apnreciable c"cct cn th2 illegal type of activities?

nt

AR, STAFFORD: I can't say that it decreases “he
illegal ef ;cts of it,

SENATOR CANN0l:  Irem what vou say thers, T <aink
there is a reasonakle inferanée that it nmight actually Zncre.:
it because of getting a broader 3egrzant of the public avvare
of how it's played and what's.going on.

MR, STAFFORD: ‘There have heen some suxzvays =—- T

donn't know how authentic or conclusive they axe, »ut therec

have been some suggesctions that this may be the nase., T den't

-

-

Rnow how substantially it can be established.

SEXATOR CioilOW:  vhat, to you, is the most pervasive
proizlen todav for Zederal law enforcement in the fiéld of
illegal gambling?

NN, STAFFORD: Vell, I think that it's still the
problen of enforcement, and full enforcement from all levels
of nolice and other law cnforccnent agancies,. X think we just
have to put th prcssﬁre on i£ constantly,

SENATOR CANNOUI: bo'zou think it's possible to
elinminate iilegal garbling from the country?

R, STAFSORD: Yo, sir, I &o not. think that

IS

wagering, vith the interest people have in it and thn fact &has

they have a little extra ronay, reosbules in therxe a’"avs Leiny

o e
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a gambling market of some kingd.

SZNXTOR CRNON:  You s3aid in vour statement that Fou
had on one case -- and it hasa's bcen~concluded vet -- tirantyr
agents tied up on an investigation for a period of a year,

Is this kind of an eZlort of rosources, both {a the
money and perscanel, justified in the proklems that would be
elininated by possible

rosecution in ~ case of that type?

-

NR. CLEVELAND: Ue think it's fully justified,
Senator. The resulis, think, will have a very good effect on
the particular endeavoy invelved, which was bleeding sczicty of
millions and millions of dallars through gambling and corrustion

v

. The facﬁ that ve were able to break that case, I
think, will have a great oZfect on that particuldr cndeavor
throughout the arca gerved Ly tha g&nbling operation.

Do you agree with that?

NP, STAFFORD: Yes.

SEJATOR CANNON: Yoo talked about this Cavallero caso

in Youngstown, OChio, and have some exhibits kere of the daringe

done.,
Were there over any arrests and convictionsz in thas
casa?

Mo, STRTFOND: No, sir, there were no arrests, but
tecause of the intensive invesktigative pressure broagat on this
matter by local, state, and fedaral nfficials, the string of

Dormwings vihich liad Leen 2laguing ¥Youngstown for ten years was

1
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av 3 ! brought to an abrupt end. ,

2 SEAATOR CARINOU:  Vere you directly fnvolved in the
: 3 invcstigétions in an astemgt to -- . '
i 4 1R, STATIORS: o, sir,

s STUIATOR CA0il: Why not? Didn't vyou have the

6 avthority wndsz the '6l Net?

7 1w, STIFIOND: There wasn't any direct involvement

Bl as far as our garmbkling cperations vere concerncd here. Shis

?ll was an internal strife in the various underworld factions of

10| foungstowm at ‘the time, but inscfar as the murder or tie

1 rombing, as I recall, we dian't invéstigate it, '

121 SILIATOR CANNON:  You referred to the Roselli cuze
¥ [ N
. 121l in your exhibits here.
. 14 Has that case been completely disposed 0f? Jad I'n

151 talking now aboub the Friars® Club case that was in b

16 2o much. .
17 Mn, STAFPORD: I think it has. It has been concluded]
18 STUATOR CANNON: And Roselli, was he convicted in

121l the Friars' Club case, or was that a different case?

20 MR, STAUFOPD: Friarz! Club,
21 , | SKNATOR ChWON: Friars' Club; and you say that he.

LA

22 a3 AL Capone's protege and an old-tinz Syadicate member.

23 Was he involved in cne of the so-called "fanily
244 oparations'?
derol Reporters, Inc, ' ‘
s 25 IR. STAFMORD: Allegedly. Insofar as we can determings
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T was supvosed te ke a weabk coast représentative for the
Chicago organiration. ‘ ‘ .
SENATOR CALION: (fr. Chairman, I don't want to use
up all of your tine here.
CHAIIVINT IORT: Ho. Nur nractice ig in deferenca
to the rellcall bells here to let the Congressional nerkers

question first. So I will call on Congressman Carney of Ohic

IR, CAFHEY: T will defer my questions at this time,

CHAIRAL MORIG:  Well, before I pass on te other
membors, L think Senator Gurnev hes submitted some cuestions.
I don't know whether he is going to be here personilly, bué I
t?inkkit ﬁould probﬁbly he more ofderly if we wattad, If he
docﬁn't‘appcar, L will read zome of thenm, and then I have sone
of ry own.

‘v, Coleman is tho prosecubing attorney frenm
Honmouth County, New Jexsoy, and I ar sure he has had some
contact with gsome of your friends owver on that side of the
rivoxr. So you're next, Jim.

HR. OOLEMASN:  Thank you, Mr. Chairman.

ttx, Cleveland, I have Qno or two guestionz. On
page 20, you have stated there were four alternatives availalle
One i3 an outright aboliticn of all anti-gambling restrictions,
and.l an certain that the ¥ederal Dureau of Invastigation is

not f£or that.

MR, CLEVELAID: That Ll riaht, sir.
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2, Certvi: v oxher throe, of couvis, deal with

wito shoull run ft: the -unte, private, or by the qovernmant,
&
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tor Cannon ralsed =~ the

two possible alincts of letteries, where you hawe sald that oy

have no informatien that the cradit will be {ilegal Lo presgnt

dandliing scld f£rom all thez eight states that have lorteries; 1:)

that correct? '
JIR, CLEVILAND: - The survey we made vaz from our

£icld offlces covering those arcas indicut

Do
(52
by
=
or
e
T
o
)
Da
o
o
I 4

Eeen nade to give uz that bhroakdoim,
MP, COLEIAM: »rnd that other possibilizy that vou

suggest about people compulsively having gotten on the track,

so to speak, going to other gamblers; I assure there are no
statistics on that cithar? ' -

N2, CLEVELXID: o, sir.

MR, COLE!IM:  Thank you, lr. Chi-irman,

CHATIIVAN MONIN: Alsc on our Commission L3 the
prosecuting attorney £rom Stark County, Chio, who is llr. Dovd.
e have law enforcerent peopls on the Comnission, o3 you know,

Mr. €Claveland,
1. CLEVELN Yos, sir.

IR, DOWD:  I'm particularly intervested in that
pa*t nf your statement that deals with tha scepe of the
problem.

on vage 9, in »articular, the complex nature of

L N
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i av 6  ganbling cases, both from an enforcement and a wrosecuticn
: 2 o . . - :
by standpoint; and in the context of how do we make a rore
) YE 1 .
¢ v 3 . .
. I comprehensive enforcement effort against the problem cof
L 'i:‘ ‘v" 4 .
; garbling, I senie Srom your tezstimony that vou feel that yvouy
- -"" '6", .
PO Y.
L& . -
4 ] effort would be certainly complemented by moxra effective
'ﬁ H 6 local cffort +han is cresently taking place in nmany areas of
* 3 7|l the country.
i b § 8
o : Is that a fair summary of vour judgment, that th
R . -
= 13 overall enforcement effcri would certainly be better, given
g .
R ,E 101l 3 rore effective local effoxt? )
o "
- ;? MR, CLEVELAND: fThere is no question abeut that,
i . ‘ '
;? , 12 ¥x, Dowd. I thiak that we have to have an cffort on the part
SN
W g o d 13 L 34 + ¥
RS of all local authorities if we are to have any success a*™ all,
. ."g‘ ]4
{ and where there is not tha%t full effort, then it's a question
: 15
i of the huge amount of manpower devoted to a problem to try to
“ v
taf Wllget it in hand. ’
§ .
i 17
e MR. DOWD:  Accepting that the enforcement problem
—- . .
o §ﬁ 18 as you describe it 15 complex, and accepting the proposition
de
1. ¢?“' . Y
—f I9.that even anmong rembars of the Federal Judiciary vou have
gt i g
. £ 20 |
A é% .judges who look upon ganbling as of a minoxr nature, do vou
. %}’ i -
- %? 2l i nave any recommendations to the Comnission on how we might, in
"5 . g T
- g" a7
T BN 22§ some way, help stimulate a nore corprcechonsive local effert,
T 23 recignining that vou have the problems of priorities at the
- A 24 local level, you have the problems with the judges probably
: * Ace-Federal Reporters, Inc, : -
. 25 compoundad in th2 sense of looking upon gambling offenses as
P S ug
. L _ e el

e



av 7 )

N

10

11

12

13

15

14

17

18

19

22
23
24

Ace-Federal Reporters, Inc.
&
25

37

minor and unwilling for onz veason or another to visualize it
in the context that you do in this very comprehensive renort?

Is thqre sorme way that we can help stimulats a rore

effective local effort?

MR, CLIDVULRND: I would think i+

Py

20ils down to a

public relations preblem., I think 12 this Cormissioa is able

to inform the gencral public of some of the dangers of organized

crimz and organized gambling, it would go far toward geotting

tie problem to the pecople. I think most people don't realize

the seriousness of the problem.
MR. DPOUD: I think that predably includes people

in enforcement.

MR. CLUVELRID: Yes, sir, I thinl sc.

IR. DOUD: You have a difficult time -- the TBI
have a difficult time in visualizing hew the evils of illcgal
gambling that you have cat;gorizcd are going to bhe elinipated
by more lcgalization?

| MR, CLEVELAND: Ve have not seen yvet where therc

has been too much decrease in illiclit gambling in those axuas

where they have legalized gambling.

)

ness af illegal gambling, easy credit, no taxaticn; Those

N *)

two stand ou:i in xy mind.
Even if the government were to assume in some 2road.

way all ganbling in the sense that they would atterpt neot to-

MR. DOVE: Well, you have talked about the attractivep

i L A R N R e B R
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franchise it but simply to assurme the entire gambling opezstion,
7ould that still leave omen the illegal gamzling markes in the

there night be easy credit that the government would

pe S

sensc that

not extead, and also the taxation problem?

MR, STAFFORD: I can't visualize all gamhling

beconing legal, so I have a difficult time looking at the other

side of it. If vou have thz same farllities in legal gamdling

as you have in illegal gambling -- I don't know what that would

be -- but that is something that I can's visua ize, so I

hardly know how to answer the question.

MR, DMD: The reason I asked this second line of

questicns following up the enforcenent questions, is that vour

o

response to a more effective lecal enforcement eoxfort i

public relations, and when I talk about the problen of

gard
I constantly get feedback to me by peonle tha* I coasider o be
responsiltle and the peoplie I consider to be well-educated, the
answer is vo legalize it, '

the countzovy

I think we have developed a

that legalize gambling and vou get rid £ the evils

of ililegal gambling, and I acceve your ansver of public
ielations as away to gét to the leocal enfercament problen,
but I'm not ccrtain tha; we would be persuasive begause wo
have developcd, over a period of vears,
legalized gambling will cuve all the cvils’cﬁ 1llegal garbling.

R, STAFFORD: I thing the paceoxle that are sawing’

£




My

10

1

12

£

- 13

14

15

16

17

18

a

' 26
21
23
24

\ce-Federol Reporters, Inc.

25

" oxly

39

"legalize it" are the people who are prebably not gamblers,

xcept on a Sakburday -aftcrnoon golf match., They aren't fariliar

vith the needs of the garbler or the wants, They are not

familiar with booking a horsc or Betting a number, and so

therefore, the answer to them is sinmply togalize it, Bus if

they themselves were bitten by the wagering bug, I think they

would recognli-z that they would still want to bet everv Qay

instead of once a weelk,

They might not have a ¢ood line of cre4it at the

bank, and they would be requested to go to a shylock (or hcodlum

loan shark) to get funds to pay off the bookmaker. Thaiz i

channel where they are going to get inteo the illegal side of
wagering and illegal credit transactions, both of which are arecas
where representatives of organized crime excel,

M. POWD: Just one norae area I would like to pursus,

e

.

I detected in one of your answers that somc of thesa investigati;

v

B

that were not purgued wexre turnced over to —— at least the
information | ken to local aunthorities where the judgment wyas

made that the attitude of a rfaderal judge, who vould inevitably

hear the case, was zuch that yvou consider it nonsroductive,
’ 1) .

s

If that is your response, that therxe really wosn't

Y

a determinaticn, that there was no offense committed, but that

simply it was net sroductive to procted with ik,

Y, CLEVEZLIZD: YNo., 'There was zan offense commitied

in a casa that had bson establishad.  But

[rN
)

the £inal analysis,

s

o e s e

S e s

[9)
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1l it would be more appronriate to effect presecution in lcecal
av 10 .
2| court and it was turned over to lscal autheorities for handling,
3 HR, DOWD: You had a good case, but it was a waste
P . 4}l of time as far as going --
5 IR, CLEVELANND: It was a gocd case, no question.
6l »s a matter ol Zact, we had to utilize Title III Electronic
71 Surveillances, which reguire a tremendous amount of manpover
8|l to establish the case; but in the final analysis it was not
9l triad in Zederal court, so it was turned over to the local
10l suthorities,
11 HR. DOWD: I might say in response to that explanatich
12l that L think local enforecimenk occasionally 1s downgraded in
E 13) Lt5 effort when they hawve reached the sarme conclusion thet
141it's a waste of their time and resources to concentrate on a
15 || §ardling figurz because they are goin 1§ to meet the same result
16}iwvith the court and find they have vasted a great deal of time
17 jand effcrt for a minimal sentence, if “hey can oven obtain a
16 i conviction.

) 19 MR. CLEVELAND: That is possibly true, kecause there
‘- 20 i3 nc question but what investigations do burn up a tremendous
I 21 || amount of manpower, ‘ '

RS v . : 2

[ 2% IO, DOWD: Thank you.

boX s ,

) . ‘

t 23 CHAIRAN I!ORD: Dr. Allen has just arrived from
; 24 [[having apparently spent an hour locating the hearing rocm.

i Ace-Federal Reporters, Inc,

; 25 : fould you like to get vour breakh, Dr, ~llen?
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DR. ALLZY: Please, Mr, Chajlrman. :

CHAIRIIAN HORIN: Let me take over for a ninute,

s e
gy oS
.

I may.

Uhat impresses me somewhat is the concern eiprcsscd

by the Cowﬂlsaloncra, ard I anm sure, by fourselves, by Senator

Gurney in hiis questioning, and that is, is it really coing us

any good for vou to devote twenty agents to lenothy investigatio!

.

ust o prosecvte one senior crime figure, when as soon as Jou

Put hin away another one pops up in his place and the cporaticn

keeps on goinq?
- First of all, yon mern%ioned tha: the conviction _—

:I'g not sure whichi cne it was -- but one of the convictions
Iobtaincd, oxr that you hoped to obtain, was going to have a
great effect on the availability of illegal gambling to
organized crinme.

ﬁow will that be if none of then has appazently
se far? What eZfect will it have? |

NMR. SYTATFELD:  Well, it would be absolute disruption.
Mo know in some areas where we hazve sentinued to remove by
prosecqtion the genisr man or the senicr elenents of the

organization, that it has gottenito a roint nov wvhere to sten
up and take the leadership role iz cenly waving a flag and asiking

for a foderal investigation.

This is cextainly digruptive Lo the wunderworld ar-"

it certainly isn't helping the continuded operation cf +the B

R 3 g R A0
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gambling organization. So instead of béing in a great Lig

network, they'rz probably breaking off into segments,vneithef
one of which requires.the strength eif criminal ability as the
larger organization which preceeded it,

Tﬁat's the onlf thing we can suggeszt.

CHATIRIAN MORIN: Are vou saying they acguire the
strength in the ficld of gambling or in other illegal garblin.?

NR., STAFTELD: Right‘across the board, gambling
as well as othei illegal activities.

CHAIRIAN ﬁanﬂ: Ycu have been very candid, and
as a matter of fact, other witnesses agree with you that there
really isn't any hope of stamping out illegal gartling in the
United States. Otiher witnesses, as a macter of fact, have said
that the best we can do is hope to control it.

I think, also, that it is generally agreed by wour
Bureau and by the Department of Justice and others, that these
vast ganbling activities could not Le éarried on without
several things, the first being a highly sophisticated
communications network; second, a corrupt police Zoxce,
locally corruptvpolice and other cfficials.

Am Ivccrrect in sayiné»that vithout -« I mean, in
othexr words, ideally if we had local police forces with -~ T
52y this in all sincerity -~ with the integrity of yoﬁr ovn

Bureau, that this operation could not exist?

1R, STAFTELD: I think it i3 unfair to speak broadly

I T, e ia (R

_— 5 o i b e A s e ey

NN L B AR,

P

o e -

T

2t

s i mnin)



av 13

10

n

13
14
15
16
Y,
18
19
20
21
[: 22
23
24

-Federe! Reporters, Inc,

25

43

of corruption in law enforsement. There is some exczllent worik

being done by police across the land. You rentioned the
importance of the gamblers' communications systems. A bootie
can sit in an apartment and accept wagers for guite a while,
Iis success may last for a year or two vears, until all of
a sudden somebody noticces the nmattern of traffic of nesSsengars
or what have you.

They then decide that this pattern may indicate
tha existence of o gambling operation and they move in. During
the pericd of time the oporation was in effect, I wculdn't want
to gay that the lack cf investigative activity was due to
carruption on the part of law enforcement. It just had not been

found.

During that period it can become extremely large
and have communications over the country teclepheonicelly.
CHATIRIAN MNMORIN: It seems to me £airly obviocus that
you cauldn't coaduct a numbers operation or a sugcessful sports
betting operation without the local police knowing about ik
and doing something about it if they have the desire to de so.
IR. CLEVELAND: Hr. Chairman, I think it is a well

recognized £act that in connectien with investigations of

>

narcotics and gambling, lecal law enforcement throuchout the

country has more probleas with intugrity fhan in any cther
arcas of local enforcement,

SENATOR CANNON: That raises a question in ny mind..

B

B gt SR
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You have already discussed the twenty igents that
were on one case for a year and still the case is not completed.

Wouldﬁ't that same efecrt in the field of narcofics
be more productive than this type of activity?

MR, CLEVELAND: I think both areas are very

—ice

important because, adnittedly, the finauces for organized crin
come mainly from thoss two sodrces; namely, narcotics and
gambling. 2nd that's wherc they get their fuads to Lranch out
to othex crimes, many of which become vicious crimes. Those
two also are the types of crimes wicre the craving for narcotics
and the craving by theose heoked on garmbling drive sore pzonle
inte committirg other crimes to finance these addrctions.

It's gotting there. )

HR, STAFFELD: Ve do not have any jurisdictica in
narcotics matters. With r. gard to the narcotics problem,
however, it's the desire of Cengress and the Attornay General
that the ciforts of the FBI be of assistance in these investi-
gations becauze they feel that it is important. We do very
actively assist in collecting and disseminating information
to local and Federal law enforcement agehcies whenever we run
across narcotics information ?f any kind.

SCIATOR CANMON: Do you just pass it on? You say
you don't have any jurisdiction.

DR CLEVZLAMD: That's right.

SENSD0R CANNON:  Aad in response to my quostiening,

T

¥ e
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you salad éhat you didn't think you neceded any additional tools?
YR, CLEVLLAND: Mo, sir, The Drug Snforccnant
A&minist:ation is the cone desidgnated to handle all narcotiﬁ:
rmatters.  They are also a part of the Departrment of Jusiice.
They hnéé their own status to cnforce. Ve assist them in every

way posaible,

¥R, COLEMI: For ry information, zan't youvmake

7P, CLEVELAND: Of course we can make a narcotics
arrest if Lt'3s in connection with some casc we are handling
vhere 1t ties in, but that 43 the primary durlsdiction of
the Drug Enforcenent Administrati;n.

CHATRMRN IDRIN:  Getiing back wo this mattex.of

cormunication, vour staterent irmpresses me: "It's dourtful

,.‘.

~

thew A business a voeek withoub extensive teleghonic

'
-

caa stay
connection regarding their line data and layoff operations.”
Doez the teleplione company rnow when they are
éutting in these installations -- what they are going to be
used for?
1. STAFFELD: Well, not a bootlegging service.
I don't think nacegsariiy that the telephone company wrulda
know that a particular vhone ié being usqd for gaﬁbling purp‘sc:
they can acquire national lincs and just like bigybusinass;
it .can go from a business house, it can go irap‘anﬂdpattﬁcnt.u‘
Buk I don't think that the telszphone company itself weuld .
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normally Xnow wvhat the nature of the kusiness is wiless it

was in some way monitorod to see the nature of the traf€i

as-zZxc

on the phone.
: CHAIRIAY IDRIN: Well, when vou then, by the usse
of your wirataps, knov that an installaticn is being used by

an organized gambling opecration, uhy don't vou have the phone

company rip -t the installaticen?

STAXFELD:

v
oy

We can do that after we acqguire the

aevidenez under thao giatetes.

CHAIR'IAN IDRIN: Do you have the pover to do that?

MR, STAPFLLD: Yes, sir,
- CHAZIDINY YORIN:

Do you feel that the telephone

companies are cooperating with vou?

MR, STAYFELD: Absclutoly,

to their custoners, too, but they certainly wouldnft condone

illeqzl activity on thelr facilities

3.

CIATRYMAN MORIN: Ve are getting used to some

nind-boggling Zigures hore: the $7 billion minimum, currently,

5]

that you have said are your cstimates ranging from

$7 billien

to $50 billion of profit f£rom illegal gambling going into

organized crine, and on2 of the nore mind-boggling

.a'l

numhers hard

is the $750 million used to corrupt public officials and the

e

The Organized

a
that

have forcotten the section -- isn't the one that givas

They have a respensibilik
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‘cnforcement at all levels is hcing'upgraded. We have .a better

caliber of cfficer. We have a bestier circumstance of par and

47

you the authority toigo in and cnforce?

P, STAFFELD: Section 1511,

CHAIRIIAM NMORIN: Lave you usad that frecusntly?

It strikes me if you're going to get to the rook of
the proElem, maybe that cection would be cne of the most
powerful weapons.

Is that an act of 19707

MR. STAFFELD: Yes.

CHAIIGLN MORIN: Let me put it ansther way. It
seens to me that you may not have had really a fair trial of
that scction., I mean, it's only three or four yYears old. -

MD. STAFFELD: . Well, it's had a falr amount of usé;
It ceortainly is somcthing thab, vhen cnacted} I'm surc
evaeryboldy inbthe field of law enforcement was cognizant of
wiat it meant, and 1t nay have been a significant detoerrzant;
wo don't knewr, but we have used it..

CHAIEH:% HORIN:  The thing that i3 sort of digmayiﬁg
is thag with all of these deterrents, that the problenm seems
to bg Lrowing. Perh&ps it's grewing at a slower rate thanvit
would otheruliss.

R, STAPFELD: ¥o, sir, I don't think that ‘.'

corruption is grewing, I think that for one thing, law

benefits Zor these officers, and I thinl in many inc.znces




s

48
v 18 1 ther can now handie the resnonsibilitios without aoving somn
2l outside income,
. 3! A5 a result, I certainly fecl and I hepe there is
e
) 4{ less of an inclination toward corruption.
[ CHAIRMAN MORIII: Could we rove oa to the dee cirminallA
6} zation or the leyalization $ssuc?
7 In reviewing the testimeny -re have heard here,
8ll apparently cven a legalized caxbling operation competing against
9| an Lllegal gorbling operatien sufrevs competi tivaly Zron “uo
10} things, presunably.
11 Onec is that the fllegal one will grant easy credit.
P 12} Secendly, X take some izsve with your staternecat here in which
E * . -
e 13} ¥ou sald they are nentaxeble. I quess thiey are taxable, buc
14 | nokedy pays Cha tax on them,
15 Lot's take sports, to be more snecifice, and it's
16j| @ little easicr to discuss rather than the numlers or horse
17 f beoking. £ a glven state were to lagalize sports gasdling,
3
18 that is, that the £ 7hall cards are btainuble frem the local
. ‘- .
19l grocery store, and vwho is licensed to 5231 it, and it is run
20 much a3 the state lottorias are; aund nurmber two, sgupposing
21 i the Inkornal Raveaua Cods were amended to exerpt from taxabion
€ , , , ? . —
Moo 22y winnings from legalized gambliang operaticns; and &hirdly, the
23 state had pasase:d atatubtes naking garbling debis enfoer-aezble in
24 courts; would that add &n the illcgal sports garbling
+
Federol Reporters, Inz.
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r19 1 operations?

That is « hard one to answer. That'e a lot oI i L.

- .

ro )
w

e
4,

FUFTLD: I would kind of tend to bolicve thas

it would not. I fan't think that illecgal side of things is

¥

5 geing to take advantage of scmgo legal channel ko g3 against :§%
et

6l sore so-called client wiho has not ~:id the bill, ‘jé

7 CHAIIILNY "OPD: Lot me argue wwith o & N’ﬁ
IR ORI " g dAth vou., 11 %

8l can gat the credit fron Y, corncr grecery sbtorae, why would T

Pilwant to go and gamblo on credlt illegallv and _sk the uie of

04 tvose rather strenuous enforcement technidues. that are used?

n 2. STAFFELD: If you can acquire the credit --

2y CHAIRWN MORI: In other words, if I ~an get a

13

football card from my corner grocery store on credit, knewing

A PR . « Y :
Mitnat 4 T don't pay him the only tiing he can do is sue me or

15 go to small clainms court or someti.ng, and it's going to be tax

Vol gree L€ X win, Wiy would I run the risk of deing 1% through

V71 a bookie and having ny lcgs broken?

: R IR, STAFFELD: 7This 1s one particular narrew set

19

lof the sports wagar. I guess you are talking about the weehand

20} zo0tball play?

21 © CHAIRIW MORIH: You toll me that it is 62% of all
< o2 gambling. The Departmeni of Jusiloe does; somsbody dees.
2 NP, STAFFELD: It's the majority. #Well, that's

24jirire; that could probably ho accomplished. Dut how about the.
dezal Reponery, lnc ‘

23l 2012w thak wants to bet on avery 2av's baseball gams or sonc
) Zelle: , _ X _
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S 1 i other aspect, and T don't know whether the corner grocer, under
R av 20 ' o
21 @ legalized circumstance, would be zbie to handle it tha- way
i R 3| and still put out the ‘credit card.
k) P * .
o ? '
b
, 4 CHAIRIIAY IIORIN: UWhy is that? DBecause of %he gkill
.'é
! 5 neagdnag?
e T 6 MRX. STRPTELD: I think there has to be a real
e : 7 | knowledge. After all, they have a back office and they have

gil 2 front offlce and they have accountants that ara handling all

. - oll of these things., It is big business. I don't think that corned
"y oo 10l grocer could handle it.
\ ¢
C h 1 CHAIRMAN MORIN: Mot cven by itself?
i ‘s Y
i P : .
A I : 12 MR, STAFFELD: You still have to have hooks and
T C oG .
IS
T, . t o -~
- TP £ 13}l records., That beccwes a big business then,
. o
. 14 CHAIRMAN IORIN: I am impresscd by the fact that the
N
_4 R 15}l soccexr pools for example, in England, handle scmething like
SR ' - 161 14 million bettors a week, and that is all handled in one
e \ i 17 )l centralized computerized operation. But that is one of the
1 "‘"";"'? .
- 2 18 || issues that the Commission is going to have to tangle with in thk
&
- .-,‘7.‘.." «i . .
5 * s = . . .
- } P 19 jf next yeax, This is, is it pvossible =~ and if s0, under what
N t 20 It circumstances -~ to legalize a gambling operation which can
PRIt
. ':":§ g -
. g 21 {{ successfully corpete with organized crime's gambling operstcion
e - R
s 3 ;g'w © goliwithout being taken over.

23 : Dr. Allen, X will turn it over to you because I know

24} that you are rasted, =

Ace-bederot Reporters, inc.
: 25 DR, JLLEN: Yhank you, r. Chairman.

T g R . .
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Do eithnxr cne of

te ask =~- you have a statcmoert

here

saps the financial rebources of the natiocn to deal witrs

prxeblems by cencuming vast sums

Vhat social proliloms

do you arrive at that conclusion?

Weli, I think

example would be the fact that many pecople who can‘t af

a dcllar for groceries are putting it into

stance, and after they put the Ffirst dollar
put anothcr Qollaxr in to trv to recover the

becomes endless. This is noney

the gentlemen kno

do you refer to per sa,

51

<, I weould lik

that says, "Garbling

social

L

of meney from taxation.®

and hew

that probably a good

foxrd

a wagering circun-

in, they try to

dollar they lost,

that is taken ous

o% a family need aad going into a criminal channel.

DR; ALLEN Thaen you do not rmean to irply that the
laék of tax funds from individuals was causing the federal
government per se to ba derclict in their dutyutoward social
preblems?

MR, STAFTELD: No.

DR. ALLEN: Wouldan't it follow that if there is no

roney that they are getting =Ir
federally funded prcgrans,

social depriva

ol taxes that could be put into
that we are per s5e enhancing the

tion continuving?

nn.ksTArrzg ¢ T don't know -~
DR. ALLEU: You are speaking of individuals per ra,
If you add all of that roney un toyether, and it d 'Eocome ko
e X e s
; \\ . ~- ~.\"~._ iy

Ly
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the federal government is incoma tax, then this neans that

there is5 less money for the federal goverament to put inte

soclal programs, am I rigit, to correct social vroblems?

How is 1t your reference is primarily to the
individual family buégat as oppos2d to the ovarall sozial
programs that the government is suppeoscd to be respensible for?

NR. STAFTLLD: Let me see 17 this weuld answer the
question: In coanection with our garmbling investigations,
after or simultancously when we compleote our investigation

)}
&

and the arrestg arze made ard we acquire all the kcois an

[

records of the gambling operation, the Internal Revenus Szrvic

- e

Q

has the Qrivilcge of'examining those Lbooks and recoxds angd
pursuing this man for taxes unvajid. So we are atrerpting

to recover vhacr has been lostk previously by the garblers' use
of this roney without taxation,

Iz that what yec o have in mine, Doctor?

DR, ALLEN: ot exactly. I'n trying‘to determine
from you whether or not -- vou have a $750 billion a Year
busiress and the tax on thut business, say, would be éomeahere
in thckneighborhood of $60 million. That is $60 million
worth of social programs that we have to do without as leng asz
gambling is illegal? o .

MR. CLEVILAUD: That's one wavy to look at it.

DR, ALLEN: © Is that what yon'rg éayin;?

LR, CLEVELAND: That's one way to look a% it,
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Because you're being deprived of the tax dollars, and whether

it's for the suvcial programs you have in mind or wvhethar it's

2

r

the taxes to build reads, the government is being deprived of

. that moncy,

DR. ALLEN: ¥Would the legalization ¢f garkiling

i j : eradicate thakt preblem?

iR, CLEVSLMID: I don't think so, because up to
now we haven't Iound any cases that legalized gambling has cut
into illegal gambling., It's s5till going on.

10 ' DR, ALLEN: The next gurestion has to do with the

3

" confiscation of mwoney. Uhat happens to the money that yvou

N
12 confiscate?
13 MR, CLIVILAND: It goés hack to the Treasury.
14 DR. ALLEYN: I have nevaer seen wiere in print.
15 I mz2an, it has never been establishizcd -- I have never sean
1) anywiere in print vhere it goes and vhat it gees for.

17 _ MR, ELMFPELD:  YWell, it's of course like all the

- : . 18 property, the automcbiles and whatever, it ultimately becomes

Wi cha property of the U.S. Govermment.

20 DR, ALLEHN: I have a couple of questions on vire-

21

Y

tapping which you said is essential to your operation.

- 3
: : g H - . > . .
¢ St L 22 In respect to that, how usceful has wiratapping baen
- : 3 in obtaining garbling convictiens relative to the fact that
.- : 241 there is a great dicparity in sentencing by judges for gambling
Ace Fedreol Reperters, Inc. . . ]
. 2 of fenses as opposed to narcotic offcnses?
.Q;Q\\ >
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MR, CLEVELRHD: I don't think wae can answer that
av 24 .
2|l insofar as narcotics convictions are concerned, because we have
‘ 3}} no statistics on that since that has not been cur jurisdiction.
> "4l 8¢ X don't have any comparison for you, Dr. Allen.
5 DR. ARLLIM: Well- is it more expensive to wiretap
6| for numbers betting orhorse racing or is it again the same
7 overall cost across the board, or in what way does it differ,
gil Lf it dces differ at all?
9 IR, STACFLLD: I think there are studies made by
10]| the ARdministrative Ofiice of the Courts in vhich there has
11| been a cost figure establishied for all use of the Title IXIT
12|| “echniqua. I do not knew that there has been any breakéom --
é‘ 13 c;rtainly there hasn't baen by ug -~ as to whether it ic more
14{ or less costly to put a man in jail for narzcotics cperation
153 than Lt iz in gambling operztions. But there may be a figure
161l in the Department of Justice for that.
. k 17 ‘ DR. ALLEd: Well, I believe somevhere in the
18l testimony it was stated that the arrests and convictions for
19/l gambling offcnses have follen off considerably in the last
201l several ycars, and that under those circursitances, there are
21|l certain aspects of gambling activity that awra currently eing
§w1 22l considered by many states across £he country as costing nere
231 to enforce the laws against them than the activity itself
54 would garhor in the way of, sav, disrugtion of community
- Ace-Federol Reportars, Inc. .
251 service or disrupt*on of cormmmnity well-keing rer se, For
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-we have had 35,000 nurbers arrests last yYear. 5,000 poenle

wasted, and an awful lot of ron2y spent for purpeses that

e 0 e g e ST B s+ e e i s wp s T e e S e e a2 U T B B L il phae el e T

55

example, nurmbers. oo

In Philadclphia, where I corme from, for exarnle,
canz to trxial, and of the 5,002, 747 vere convicted. That's
an awful lot of manpower wasted, an aw?ul lot of trial time
apparently weren't served.

And we are weadering whether if Philadelphia and
Pennsylvania per se legalized the numbers, which was tho orimafy
scurce of arxests, cur manvpower figures and costs for that

35,000 aleone which I think ran somewhere in the neighborhood

of $2-1/2 nillion -~ this is money which could be used better
in other services.

IR, STAFFELD: Vhether it would be better?

I doa't think we could really make a guess here,
but it is 5till part cf the enforcement cffort,

I thaink in cur owa figures here we had, as I recall,
sonething like 5,400 cases out of which scmething like one-£ifgl
of them resulted in geiny to courﬁ. So in law enforceroent
there is always a -- you don't get a one-for-one situation;
you don't open a casc and see that through to convicticn all
the time., |

Sonctimes ycu can't establisY the violation anQ 
as z conseguence, tiiere is only a percentage of céses to gét

in te¢ the. courts. Grn@ted, that is a cost from which therxe is.

SRR A
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no benefit, but I think tha% is part of lawr enforcerent

DR. ALLEN: Well, speaking £rom a humanistic neint

of view, supposing y;u had a €6 year cld wvidow on social
sccutity whose husband perhaps was a laborer -~ didn't malke
much money while he was paring social seccurity -- she may
be existing on a minimal fee, and sic 'decicdes that it is uo he
benefit fyrom a financial Seint of view to, say, write

nubers and she writes maybe a book thzt is about $42 or $45
She is arresgsted for numbers and has to go through

21l this haraszrond.

Now, we are gpeaking from a humani

A}
pa
p
Q
4o}
Q
e
o’
r
Q
rn

view and not a law enforcement point of view,

MR, CLEVELAND: Dr, Allen, in the first place; néne

W

of the ¥BI's arrests sre aimed at the little old lady at the
candy store nor are they aimed at the Mom and ¥op operatisni.

We try to aim cuxr investigations at the top leaders of

‘organized crime and the top leaders of syndicates, so as to

agproach the problam from the top, not from the botton.

DR, ALLEM: Suppo;e I were a syadicate operator an
I found out that vou veren't going‘to Eothcr the Mom and Pep
pooplé‘~- that's the way our syndicate would be organized,
with the loms and Pops -~ and I would have no niddle ecizlon

in there if T thought I could gebt away from it from thas

staandgoint,

PR SRR
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Hom and Pop operations is one I think is interesting bacause

"a couwle of dollarsz to tide them over, and they are taking

57
bother with 4{hem? ' .

!R. CLEVELEND: We don': have aﬁy interest what--

.

soever in disturbing the ilen and Pop operaticns. e figuys
that is a local enforccment problem altogether. As a matter
of fact, the 1970 statute is aimed at 5 or more peozle corbined

in an operation that has so much ta%e and has been in business

for so long.s WNone of those fit the !'em and Pop dperations,
DR. ALLEN: Then 1if the Mom and Pop operation i3

to k2 the local law enforcement aconcics' problem, and it

o

becones a drailn on the resources of the local law enforcement

agency, so that the state then comes and decides “hat the

o and Pop operaticns cost us moxc roney than tiey actually

-

nakie in our estimaticon, you know, fzcxm a ncarsighicd point cf

view, well, say, 1£ the gtato then Gocldes to legaliza the
operation; thcen aze you prohidited fvom your activities?
MR, STAFFELD: Tho federal government would still

have lavs on the books which certalnly would supersede tue

laws that veu are talking about.  ¥Your questicn ahout the

there's no guestion arout it, there are a lot of pecple who

.

supplement their income through, as you say, a necd for

a little ackion, so to speak,

It's nobt unusual for these people Lo start out

a vers gsmall scale, nut bocause they are available -= thes
on & vexyy gl 1 J g !
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are on she coxner; thcy are in a contral area -- it could
well be that their action becormes guite heavy, and up to ¢his

tize they are onarat < a
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suddan they have a volume of maybe $1,000 a day., Saictndy
is going to walk into that candy store and say, “iHalf of vou
is me, henceforth all of vour actlion comes to ne.”

They aze all of a sudden swallowed up into an
organized crinc gperation, and they then take directions.
I non and Pop don't want to go along witly the ovganizaticn
that cores iﬁ, sometines tieir stnre is burned, their logs
are brchen, or there is da.age to property. It becomes a
tough law enforcemert proklen,

i: Thatt you,

CHATIRW oI e aluays make the ztaff wait.

antil thac last,

Yos, oxeuse me, lNr. Colaman,

T
"N
{p]

MR, COLIIAN: One ares which I thisk I would 1
to ask vou zbout: You say i New Jerscy\is now currently on
the ballot in-Moverber the auesticn of cagine gardling.

Aszuming thet it passes and there is soma sort oE
casino garbliing whiéh may ox may not ke limited, and then as
in the lottery, oth r‘states,foilcw, would you cnvisien;
your penple, that this night cause some problém for tie fodora

enforcerent 1€, say, cight or ten states also juwd into

casino ganbling?.
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MIR. STAFFELD: . Uader the Federal Gambling Statutes,
the actior, in nany instances nmust be a violaticn of staktc lavs

before we can acjuire jurisdiction.

HR. COLLNI:  I'm talking about making it leual.

Would you feel that, sav, cazine gambling would pese anr federal

problem?

.

But if it did come to pass and were proZitable,
cther states might say, "Lei's uc take a whack at it, also.™

1R, CLEVILAID: Otﬁcr staZes will certainliy he
watching it very carefully to sce how it comes out.
¥R, COLENIAN: Would it be fair to saj vou oppose it’
i IIR. CLEVELAND: I think it is not fair to say ono
way orxr tho other. iowever, you can't start a casino with
people from the Church. They wouldn't know how to run it.

CHAINNRN MORIN: vhy don't you go hire a bunch of
guys from Las Vegas? Maybe ve will have a dealer draft,

I think Hs. larshall i3 going to inguire cn behalf
of the 3taff this mocning.

1S, xAESﬁALL: Thank you, Mr. Chalrnan,

v, Clewveland,- baforc I begin, both !ir, Bitciio and
I, on behalf of the aff, would li ;e to commoend you énd compli-

=ont the Burecau Zor the cxcellent qeality of the data which

rou gathexcd for us,

Cur staff is in the process cf-analyzing it novy,

and we are very appreclative of the work that you have done Zour
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us.
NS, UARSHALL:  As you know, siy, on llay 15 we

recelved tostimony from !'r, Deszin and !ir. Joyce of the

Departmont of Juatice, and during the course of their testirmon

they stated that in thelr ocinicn the local law enforecemasns

«

effnrt with respect to gorbling would be aided if the state:s
wnuld ixplemeat at least throe tools, those tools being

electronic gurveillence legislation comparable to ous Title 117

¥

on a fodaral level, a series of spocial Grand Juries, and
parhapgs also a special prosecutor.

Would the Burecau ke in agreament with that? Do

Y

you Rave a positdon on that?

MR, CLUVELAND: I think there is no guostion buk
wiab that's true. Twenty-two cf the states. and the District

of Colus:ia already hova enabling legislatien for clectronic
surveillance, and T think that figure will increasc an
vill undouwbtedly be vary valuable,

MS. I'ARSHALL:  You wreuld then takoe a pesition thas

these are necessary bteols in the £ight against illegal

T A T IR T T SO AR
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gambling?

MR. CLEVELAND: Very necessary..’

?

»

MS. KpRSHﬁLL: Would you4alsc be in favor of legis-~
lation that would in some way insure the integrity of the local
law enforcement, for cxanple, something comparabie to the
1511 statute? |

MR. STAFFELD: Wefl, I think pvobably -= I would
expect that there is legislation on just akbout every local juri
diction which would now take care of it. As I say, L3511 is
certainly a deterrent on a federal level. If therc isn'‘t any-
thing iike that on a local level, I think there shoulé be.

| Ms.‘MARSHALE: What would be your posiﬁion. si®,
;;th respect to mandatorvy minimum sentences for recidivists
in gawbling cases, particularly on the federal level?

‘MR. STRFFELD: Well, I think that is probably onc
of our problems, is that there ars an awful lot of people being
arrested; who don't spend much time away from their families,
and as a conséquence, are back on thé strecet réadykto do busi-
ness the next da%. If there was a little bit more iﬁconvcnienc

to them -- after all, I think the underworld feelg that they

can pay m@ncy ahy time, but jail time is sbméthing that they

‘cannot cope with.

| MS. MARSHALL: back to the Department of Justice
testimony, they stated that as a rasult of the recent intensi-

$ & 5 » ‘ . e e e o B e B A b B o e M
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reach two percent of the illegal garbling market. Do you agreny

with that figure?

MR. STAFFELD: I don't think we have an idea as to
the pércentage.

KS. MARSHALL: Mr, Clevaland, are there certain gec-
graphic regions or locaiiﬁies that the Bureau considers to have
a more serious 1lllegal gambling problem than others?

MR, CLEVELANLD: Yes. I think the more serious
localities are in the malor cities, although that doesn't al-~
ways necessarily follow.

MS, MARSHALL: By “"major cities,” you are referring
©o the Northeast and Micwest?

i ‘ MR. CLEVELAED: All major cities through the country

MR, STAFFELD: Any industrial area {5 certainly a
crime arca.

MS. MARSHALL: Do you foel that increased prblicity

is desirable in attempting to aeter bettora f£rom illegal gamb-

MR, STAPFELD: Well, I think it may on accasioﬁ have
an effect, but I think in yeafg gone by it wasn't unusueal and
it prcbahly got to be rather a satisfying plece of notoriety
when scmébbdy was‘takcn.out of a =~ well, soma of tho old
speakeasies. I don'ﬁ really know how muzh effect that has on

gambling now. Tt probably Qoesn't have anv. It dcpends on thoe

individual., I£ he is cmbarrassed, he is nct going to go back.
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- 3 1 IS. MALSHALL: On page 19 of your statement ybu sald
2} that lotteries hava no discernible effect on Lllegal gambling.
3fi Do you feel that that is the case regarding off-track betting
4i in New York City?

5 MR, STAFTELD: I think that the local authorities

¢y have made some ¥i=d of a survey and announced figures which

7 suggest that it has not had ;ny effect on illegael wagers,

8 ns. ﬁARSHRiL: In the area of pari-mutuel hetting,

91 particularly pa.i-mutuel vacing, does the Burcau concidar that
10} this ig an area that is in need of wore federal contrels, or do
114 you take the position thav their policies are adequace?

12 MR. STALYELD: 1 don't think that we nave had any

13 ozecasion to £ind a problem generally 1u that area, and I don't

T

14: think we¢ have hsd any reason to suggeat & need. There have bee
151 some probklems in soens single horce raciné cases, but it is not
16}l general, I don't think.

17y _ M5, MARSHALL:  lot enough to justify incroased fod-

18 eral controls?

19 MR, STAFFELD: Not to my knowleige.
204 ~ M§, MARSHALL: Mr. Chairman, that's all I hawe.

21} Thank you.

22 CHATRMAN MORIN: Both Senator Curney and Senator

23] Cannon khave the same questicn hera. I wiil ask it for the
24y record.

ederol Reaostery, Inc. . o

- 254 Has there heen any indication that orgenlz.d crine
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blw -~ 4 1|l or rvacketeers hav: penetratces state-operated lotteries? Was
i .. .
- 2| *bis a fear whea New Hampshire started its lottery in 10642
3 HR. STAFFELD: Of course, New Hampshirn was the firs
|
st 4{ lottery and it was an interesting thing. We were watching it
si| to see what would happen. Mr. Powers, a former agent, was the
6|l guiding light on it, and had certainly an interest that there
7l be no underworld intrusicn., We found none, no intcrest or no
gll attempt on the part of orgarizoed crime to enter into that lot-
¢| tery ox any other state cperation.
10 CHAIRMAN MORIN: That seers to be their experience.
1 Mr. Coleman, Dr. Allen?
12 Again, let me thank you most sincerely, not only for
-
b 13|l coming here and being so helpful, but in helping the staff.
14l I'm very, very appreciative. Tne hearing will be adjourncd.
151 We will reccavene here at 2:00 p.m. for testimony from the
16l Federal Ccmmunicati-us Commission and follewing that, frog the
17 United States Postal Service. If there are any members of the
k 18 public who wish to ke represented in the transcript as being
& 19|l present, you should see the Secretary of the Commission at the
¢ 20|l door.
4.
: 2 (Whereupon, at 12:00 noon, the hearing was adicurned
i;,* : s
23
. 24
. Ace-Federal Revedters, Inc,
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AFTERI;OON SESSION

h 2 (2:00 p.m.)
. 3 CHAIRMAN MNORIN: Will the hearing please come to
’ 41| oxder.
Sx 5 This is the f£ifth in a series of public hezarings
o 6} being conducted by the Commission on the Review of the National
- 71l Policy Toward Gambling. The first four meetings wera occupied
— 8| in recaiving testimony from various persons who were interesced
— 9l in state lotterics. Our secornd hearing involved testimany of
10 || members of thé Department of Justice followed by testimony fron
\ 1 j the Internal Revenue Service.
.\\
—_ 12} The fourth public hearing which was held this rorn-
o : b -~
. r f . 3 Iy r
- . ! 13} ing elicited testimony from the ¥BI,and we ars pleased this
- 14j} afternoon to have represcntatives from the Federal Cemmunicatiornh
‘ 15|l Cemmission with us, whon I would like to +hank Ffor being here.
) 16| ¥r. Ashton Hardy, the Geassral Counsel of the Federal Communjica-
T 17 || tions Commission, will lead the panel from that agency.
! 18 He is accempanied by Mr. Hilburt Slosberg and Mr.
e, 19l William Ray, who is Chief of Complaints and Compliance Division
e 20l of the FCC.
21 Thank you, zentlemen, and pleasc proceed.
S < .22 MR. HARDY: Mr. Chairman and Commissioners: I am
T 23|l pleased to have the opportunikty to appear before you today to
PN 24 tostify with respecht to the Federal Cormmunications Commissieon's
. Ace-Faderol Reporters, Inc. : ;
25l expoerience in two areas: concerning lotteries and the 3
s e i i ok i s e N o A 0 e s o
N ; ha -~ e —— ~. s
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broadcasting of informaticn concerning horse races;
Accompanying me today are hssociite General Counsal
Hilburt Slosberg, who is to ry left, whe has been extensively
invelved in the development of Commission policy in these two
arcas, and Mr. William B. Ray, who, aé Chief of the Complaints
and Compliance Divisien of the Comaission's Broadcast Burecau, 3¢

in close contact with the day-~to-cay problems in these areas.

Mr. Ray is to my right. L

Since I am new to these guestions -~ having béen with
the Commission only two months -~ I am delighted to have the
assistance of such experienced staff members as M-, Slesberg
and Mr. Ray. I have a brief stéﬁement, after wiish the tﬁree
o% us will be‘pleased to answer anv cuestions ycu may have.

The Federal Communications Commission's rcsponsibil-
ities in connection with the broadcast of lottery informaticn
derive from Section 1304 of the United States Criminal Cede,
formerly Section 316 of the Communications Act of 1934, This
section prohibits the broadcast of'“...any advertisement of or
information concerning any lottery, gift enterprise, or similaf
scherme oifering prizes dependent in whole or in paxrt upon lot
or chance...™ For violation of Section 1304,’the Ccmmission is
spccifiéally authorized by the Cormmunications Acﬁ to revoke a
license, issue a ceasc éna‘desisﬁ‘order; 0Y assess a monetary
fP:feiture. The Comnission's affi mative obligaticn under

Section 1304 was enunciated by the Supreme Court in a 1954

e X g e g
PRy | O g A AR
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T “blw . g 1}l decision in which the Court stated, and. I quote:
. 2 "...We have no doubt that the Commission, concurrentdy
- ' 3|l with the Department of Justice, has power to enforce Scction 1344
. . .
e 41 Incdeed, the Commission would be remiss in its duties if ig
' 51 £ailed, in the excrcise of its licensing authority, to aid in
6| implementing the statute, either by genecral rule or by ingdivi-
. 7|l dual decisions." 1In view of this concurrent responsibility,
—— 8l Commission action in this area is regularly coordinated wich
- 9 the Department of Justice.
S ' 10 "Until approximately ten years age, the Cormission's
T 114l involvement in enforcement was limited primarily to scattered '
T 12} instances of product promotions, generally involving some type
-~ L 13)| of contest or merchandise "give-away." Aas indicated in infor- -
. 141 mation previously supplied to you, since the Commission was
A 15}] granted authority in 1961 to assess monetary forfeitures for
- : 16| violations of Section 1304, there have been 42 instances in
171l which forfeiture action has been initiated, =
18 All of these actions involved product promotions
L , 191l contests or similar types of nonstate lotteries. In addition,
et -’51 ’ -
\l‘_m . . .
=3 _ 201 I would point out, thore is presently pending a license renewal
D '>21 “proceeding in which issues were specified for hearing involving
o S 22|l alleged broadcast of lottery informatioca that might be of aid
RN 23)l to illegal gambling on "numbers" games. v SRR N
S ke ’ 24 ' However, since the middle sixties, the Comnission
Ace-Federai Reporters, ‘Inc.if
‘251l has been increasingly drawvnm into the problems created by the
*s‘; N " -
:\’.\ :\,“
— N RIS .
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conflict tetween the growing number of states that have begun
conducting state~spgnscl gd lotteriey to raise revenue andg the
pfohibitions of Section 1304. State lottery Commission hav
complained of the anomalous situation created when a state is
opcratiAg 2 legislated lottéry and desires to utilize the broad-
cast media to publicize the lottery while Section 1304, and: I
guote, "gubstantially limits the use ¢f the broadcast media to
bring the lottery to the attention of the state's citizens

The Commissicn has adhered to the view that the quesy
tion of the propriety of promoting lotteries on broadcast media
is a legislative policy determination properly resolved by
Congress and has consistently taken the position cthat it has no

-

alternative but to apply the requiremenitg of Section 1304 until
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Tiic pngition was reaffirmed in a recent letter to
thie Chairman of the Housa.Juaiciary Comenitiee in response to hiJ

request for the Cexmissien's views on H.R., 6668 and other pend-

-

ing legislation. These.bills would amend Title 18 of the United
States Code to pcrmié the transportation, mailing and broad-
casting of acvo%tﬁ#ements and othgr information relative to
lawful state lciteries. Although the Commission took no posi-
tion on the méfitn\of these bills, it did‘note that the Depart-
ment of Justice 5...gcnerall§ favored enactrment of H.R. 6668 as

promoting the policy decisions of these states which nave de-

termined to conduct lotteries,; while pretecting the public
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policy of still ocher states which have rejected the lotteries.
The Commission stated it would defer to this judgment of the
Department.

However, the Commission noted that since broadcast
signals, as a technological matter, cannot be confined to poli-
tical boundaries, any of the va-ious exemptions in the bills
would result in the broadcast.of state lottery information into
states which do not conduct lotteries. OFf course, breader
exemptions woulé result in wider dissemination.

The Commission recommended certain technical amend-
ments to any legislation which might be adopted in order to
avold the potential problem of conflicting interp:etationskin
t;e limiced number of caseg where stations are lic2nsed to two
locations in different states,

The Commission's present approach to the broadcast

of lottery information, with particular reference to state

lotteries, is primarily based on ¢the Commission's Supplemental

Declaratory Ruling, adopted in 1970 pursuant to a decision

of the United States Court of Appeals for the Sgcond.circuit.
The court in that case held that Section 1384 only

prohibits the broadcast of lottery information tﬁat "directly

promotes" a lottery. That Ruling and subsequent Cemmission

action in this area have relied on this "direttiy proroting®

standard.

liowever, in January of this year, the United States

o e
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Court of Appeals for the Third Circuit reversed u 1971 Cornmissid:

ruling which cencluded that the announ:emené of the winning
number in a state lot£cry, evea though in the formbof a news
report, constituted a direct promotiou of the lottery and was
prohibited by Secticn 1304. The court held that anews broad-
casts are protected by the First Amendment and thus are exespt
from the prohibition of the statute. According to the court':
interpretation, Scction 1304 should be construed to arply only
"...to the prowmction of lattegies for which thu licensce re-
ceives compensation..." and perhaps also to “...some uncompen~
sated promotional anncuncenments outside the context of ﬁroad-

c

o

st journalism which might be found by the FCC‘to ke promo-
tional and not news..." :

The Commissign and the 00pa£tment of Justice peti-~
t.ioned the Suprems Court to review the Third Circuit's d=zcision,
and the Court rgcently agreed to hear the case. The orimary
basis, of the petition was thevconflict between the Third
Circuit's decision and the "directly promoting® séandard pre-
viously established by the Séconé Circuit, The Comnission felt
1t was imperative that the Supfome Court review the case in
order tc resclve the conflicting interpretations of the #tatute
to establish uniforn quidcliﬁgs £or the Cemnigsion and iﬁs
licensees to follow.

. The petition to the Supreme Court was also founded

i

on the Conmission's and the Justice Department's belief that

PRI
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thé Third Circult decision has errcneously dcclared.a portion
of Section 1304 unconstitutianal as violative of the First
rmendment.

I turn my attention now to the other area of gamb-
ling=-related information -~ the b:dadcast of the infourmation
concerning horsse races.

The Comnission has the stavutory mandate to license
breadcast stations to oparate in the public interest. £ is thdy
Commission's kbelicf, supported by cxvressions of Congressional
ccacern, that it ic noet in che public interest fdr iicenseas
to broadecasthorse racing information which would aid illegsl
gamling.

In 1961, Cengress ¢nactcd Scction 1084 of the
Criminal Code to provide penalties for the use of wire communi-
cations facilities for the tranrsmission of wagering informaticn.
Radio and televiﬁion wcre.omittcd from the gtatute based an
the. specific determination that the Commission already had
adequate authority to deal with broadcast stations which‘pro-
gram in a manner that ai&s‘illegal gémbling. In the House
report on the Bill; which became Section 1024, the Cornmittee
stated: o

fThe bill does not incliude within its‘pro-
visicas radio and television stqtions.“The Attorney
General is of ﬁbe opinion,‘and th; chéral

Comnunications Commission agrees, that the

o .g..uqmém;“wf‘:&&;uﬁxﬂ E
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Commission has adequate avtherity under exist-—

ing law to prevent the transnissjon of gambling

information over the radio and television facil-

ities, It 1s eviden: that this powef to act tc

ravoke a statioh's lizense when the gstation is

not operated in the public interest (47 U,.s.C.

'312) is preventing misuge of tho=e means of

comunications. X4/"

In 1964, in furtherance of the this goal, %he

Comaiission adopted a Policy Statement concerning the broadcast
of horse racing information. The objective of that statement wad
the curtailment of the wie of broadcast facilities to dissemi-
nate information which might be of substantisl use to iliegal
gambling. Examples of broadcasts which werc of voncern to the

commission included:

(1) Tue kroadcasting of a full program of races from

a racetrack, simultancously with the running of the race;

{2) Dbrcadcasting detailsd changes in prerace infor-
mation, such as post positions, jockeys, prcbably odds and
scratches, prior to the race;

(3). brozdcasting of "OLE" times és saoon as this in-

formatien is available or shertly thercafter;

14/ 1. Rept. 9€7, 87th Cong., lst Sess. at 2.
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(4) broa@castiné race results and prices paid on i
race before the next race has been run atvthe sanme track on the
same day, and

(5} broadcasts of horse race information spcnsoted
by publishers of “scratch 'sheets" or othe. publications dis-
seninating detailed horse racing information by touts, or other
persong whose activities may result in aiding illegal gamblers

or bkooknakers. 15/

The Comicsion stressed that its concern was primarily

with those licensees who may regularly engage in these types of
programming -- and not where there are only iscolated or sporadid

instances of guch broaldcistz=.

-

‘In additicn, the Commissicn recegnized the establisndad

role of horse racing in many states and emphasized that it did
not intend to inhibit the brozdcast of races, or of f£full inform-
mation abkour races which are of widespread interest té the
general public. ) .

In 1973, the Commissian reaffirred this position in
a ruling pursuant to a request from New York's Off-iracking
Betting Corperation. The Commissicon held that, while the 1954
Policy Statement forbids any advertising of horse racing that
might directly aid or encouraaes lllegal gambling, itvwould per-

%

mit advertising which only induces people to follow a state's

15/ 36 ECC 1571, 1574 (1964).
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legalized betting course, such as New York's off~track betting
operation which has tha avowed purpose of suppressiosn of illegal
ganbling. 16/
It has bcqn ﬁhc{ComxiQsicn's exparience that lic-

ensees Have cermplied with the Qtandasds set out in tihe Policy

tatement. In fact, as L indicated in a recent lettur to your
Lrecutive Director, the Commission has not been required to
inltiate adninistracive sanctions against any of its licensces
in this arca. However. I micht point out, there is presently
pending a license rencwval hoaring in which possinle viclanion
of these policies wasgs inciuded among the issves apecifiecd for
hearing. 17/

i In swwmary, than, ladies and gentleman, so far as
the broadcast of lottery information is concernsd, the
Commission firds itsclf operating in a mixed environment cof
gtatutory obligaticns and judicial uncertainty. It has ro al-
tcrnapive but to apply the preohibitions ¢f Section 1304 of
the Criminal Code, whether or nct the lottery is now considor-
ing legislation which would liberalize present restrictions on
brﬁadcas& of information about state~opeorated lotterics.

In addition, the Cormission huas asked the Supreme

Court to resolve the conflicring judicial inkerpretations of

16/ 41 FPCC 24 172 (1973).
17/

Cosmopolitan Proadea: ‘poraktion WHBI(PM), liew York) |
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- 1f 1} the statute. Thus, the Comuission's involvement in this drea
2 jicould undexgo substaqtial change in the near future depending
3jlen the outcomz of tiw pending legislation and the Supreme
4iCourt decision.

5 . A By contrast, the enforcement picture in broadcast
6jjof horse racing information is much more settled. Sincae adop~
7liticn of the Commission's Policy Statement in 1964, broadcast

81 licensecs, for thé mest part, have complied with the standards.
¢ that were set out there. We will, of course, continue %o

10 serutinize carefully, through license renewal proceedings and
11jjin other ways, thcse occasional reports of horse racing or otﬂq:
12{itroadcasts that might be of aid to illegal gambling.

{ & .

13 This cenclﬁéa: ﬁy prepared statement. Mr. szosberg,

. 14 {fne. Ray, and I will now be glad to answer any quosiions you may

15 jhavea,
16 {Completa statemant of Mr. Hardy feollows.)
17 CHAIRYAN MORIN: X don't think I gpotted any of the

18 jistate lottery Commissionorxs here today. They arc very interasted
19 lin this entire subjcct. I tave it the peosition of the
20 jCommiasion on Suction 1204 is that you really doen't have any

21 j[discretion. It says any lottery and it isn't distinguishing

i 22 lbetwecn legal and not legal lotteries.
23 o MR. BARDY: That iz correct,
24 CHAIRIAN HORIM: I suppcese that is relatively unas=

decol Reporters, Inc, . . : )
B Z5igailable at the prescnt time. T know there is a letter in here.
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Lw - 15 1 and I'nm sorzry I haven't read i4 to completion. Do you have a
2} position on that?
3 MR, HARDY: We really don't sponsor it or feel one
4l way or the other. ¥e would iike to hava some clarification
5} in arder that we might rotify our licensees. We will live with
6‘ whatever the Congress decidoes to de fn that area.
7 CHAIRVAN MORIN: We will start our questioning with
81 Mr. Pavid Dowd, who is the Presccuting Attorney for S o,
?l County, Ohio, and enygaged in law enforcexment of a2 diiferon
10} scrt. )
H MR, DCUWD: X begin with this question: LL Sccetion
121 1304 is aimed to écrmit the bxoéécasting of loteery informa~-
4 -
' 13“ tion, wiat la‘guago would you suggest to rasolve the puchlers
141 of the location and of how to contuin breadcast signals within
. 154 a partizular statea?
$6 PR, IGEDY: D0 you want to answer that?
17 FR. SLOSBERG: Tha Conmissgion hHas already suggestaed
181 to the House Commmittee certain language to cover bru fcw‘in-
194 stances where stations are assigned'to two courunitles in two
20£ ifferent states. Bevond that, the legislaticn &g yhich the
2‘; Commission addressed itself in brief would authorize a broad-
{4 2248 & ,t station assigned to a commun‘ty whlch conducted legal
23Y jotteries or in which a state lottery was legal could broad-
243 cast information concerning that loctery.
1-foderal Reporters, Ie<.] :
2Sf Thoy could zilao broadeast anndunuoments cﬁ‘a iottoery
it
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in an adjoining state if it vas leqgal in the state.

2 We bave the unusual situstion where the State of ¢
3% new Jérscy has a.state lottery and realisticaliy they have no
. major broadcast stations located within the state. There ara
5 several UHF stations. Channel 13 is an educationzl station

6l which is asaigned to Mew Jersey. Basically, the northern part
7]l of the State of lew Jersew geés telovisisn service pavt from

8l Now York stations and the southern part from Philadelphia

¢4 gtations.

10 Tne language covers that. It would not permit --

i tha languags of the bLll would not parmit a broadcast station
12§ agsigned to & comnunity in which a state lottery was not legal
"34 to broadcast eay information concerning a lottery. &his Wag
14} another poasitility {in teras éf nitﬁaticns that could arisa.
15 In Migoourd andg Iliirois, Illinois has a lettery
16 whicﬁ iz not yet in gporation. Part of Xllinois gots television

174 garvice froa St. Louis. The Cemmitice has drafted iangudge in

185 ¢his bill, H.R. 6668 which would cover the first two of those

194 situations. We suggested additional languace simply to covew L
208 the Gual assignne 1 4 situatzon xna*e a station is llcensed t i
214 communitios in two adjoining states. t
B . B
. : » , > .
o 22 MR. DOYD: ilas tha FCC begw made awzre or discovered 8
234 any viclations as of new by any of the radio sts ioﬁs concerning

i

245 stato lotteries or any apparent violatiorns as of noe?
pdeaed Repnrters, Joi

25 MR. BAEDY: Iir. Ray may be able to answer that frem
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the Complaints and Compliance Division.

MR. RAY: ] cAn recall no viclations that have come
to ogur attention., There may have been one or two minor cnce-
time matters that we did not fecl would justify sanctions by
the Cormission. Th@re haven’t been any substantial violatiors
that we Xnow of at all. We have had many inguiries from states
where there are legalized lotteriec »< to what types of broad-
cast waterials they could carry and still be uithin.the

‘s interpretation -of 1304.

Cormuission

MR. DOWD;: “hanl you, That's all I have, Mr.
Chalrman.

CHATIRMAN MORIMW: On my left and ycur right is Mr.
James Coleman, Prosscuting sulorneyr {rom Monmouth County, New
Jeraey.

MR. CORLENMMN:  Thion' -emg,

Mr., Slesberg, I was reviing in the paper scme rnow-
ledge of thn Yew Jevger hroadeasting case., L cefer to an art-
icle akout the buprvoune Jourt vreview. Wot enlr youx organiza-—
tion hut the Vew Juerrey Lobterys has Jlled an appeal,

Ave th. the s~ 0. Sase=?

MR. SLOZBRERG:  Ye have i rathar uilique sitwasior in
Camtlssien procedures., The Corsission’s ‘nltuni ruling in whe
Bew Jersey case was in recponse to an foguiry by f£he braid-

» ~ QA PIeS . v S 5y g 2 . PR T b - et . -
cagtoers, Tha Commnasszion LsZusd iNs yuring, L5 vigw: hre

> s ~ R h T - v ~ ey oy e e ¥ oo
station. The How Jorsey State Tobbtaory votivigneo £
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reconsideration as interested- parties and the Conmigsion has
been very flexible in according intcréstcd parties the right to
petition for rcconsideration even though they may not have
been in the initial proceeding.

The decision thét was appealed or the ruling that wad
aprealed to the Third Circuit was tha Commiésion ruling on
reconsideration and the appeal to the Third Circuit was obtained
by the state lottexy people.

IR COLEMAN

a0

The MNew Jersey Cape Broadcastirg nade
ar. application apd submitted it in the nature of the announcinz
+he winpning number.

MR. SLOSBERG: Yes,

Iy -

Mi. COLTMAN: You denied their application based,
I assume, on the decisicn given by the Sccond Circuit? -

ssion policy,

I

MR ﬁARDY: And Comm

MR. COLEMEM: Going baack to what you presented to us
today, we are reading, gentlemen, £rom your prepéred statement
Section 1304 prohibiting the broadcast of any advertising or any
informztion concerning lotteries., I would assume that the
second Circuit decision was the result of an argument by you or
your counsel saying that the znnouncement of a lottery number
was in vioiatian. Is that corrcct?

MR. SLOSBERG: HNot ¢uite. What happened was the

Wew York questions werse ralsed concerning the £lexibility or

ET B N ST I
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announceiment concerning the Hew York State lottery. The
Cormission issuved a declaratory ruling giving guidance oa a
nunber of abstract guesitioas that were raised with the
Commission.

The Coxnission's ruling or advice was appecaled Lo
Second Circuit,

2. COLEMAN: What was the Commission's advice at
that time? At that time there had been no interpretation of
ﬁhir Section, had there?

Mnl SLOSEERG: This was the New York case, right?

MR. HARDY: Actually, I believe what occw.red was
th t the Commiscsion had made a respoase to one of the questions
and I pelieve that therc were 10 or 1l qucétlonsbpresentcdﬁ

Tha Commission stated that it would not be put in thg

. s

position of ansvwering in advanze the 10 or 11 guestions. That ‘
declaration by the Commission was appealed to the Second
Circuit. The Second Circuit concluded that any infermation
dircctly promoting a lotilery would e proscribed by the
statute and then remanded the material back to the Commission
For a specific respoiise to each of the 10 questions that were
presented -- ld‘or 1) questions that were presented.

As & result cf that ruling by the Secgond Circuii, thd
Comrission then issued the declaratory statement which has bLeen

the frundaticn of the Commdssion's position ever since on all

af those itrwms.




nDlw - 20 }

10

N

12

13

14

15

16

24

Lie-Federal Reporters, Inc

25

81

Ol BMAN . 3 : sl .
PR, COLLMAN: Vas it the Comuission's argument that

the announcemert of a winning lottery numbe; was in viclatioh
of the statute?

MR. HARDY: Yes, it was. That was not appealed
thereafter.

MR. COLEi’AN: I understand that. Now you're faced
with a court decision which flies right in the face of that.

MR. HARDY: That is correct, sir.
MR. COLDMNAI: VDo fou think teday that the merc
announcement of the winning lottery number is in fact promotion
of the lottery?

MR. HARDY: 1It's not proper, I don't “hink, sir, for

=

us to answaer that. That would be’ a Commission determination.
e might make -- as Staff members we might make certain remarks
to the Commission with regard to that. Until such time as the
Supreme Court decides that Third Circuit case, I really dea't
believe it would be proper for us to attempt to state what the
Comnmisgion's position would be on that.

MR. COLEMAN: fou are already arguing in court,
arcn't you? ‘

ME. HARDY: We are arguing in‘court that the broad-
cast of_the winning lettery number is notva hoi news item, but
is in violation of the statute.  We will argue that position
in court. |

MR. COLEMAN: Gentlicmon, in your statenent you say




&~

oo
x%]

“lw - 21 1 that you feel that yourshould attempt to regulate any informati-fa
2 that may be used to further an illegal lottery being disseminatdl
i 3 through the communities, is that right? ‘
4 MR. SLOSBERG: Broald .:st. Operations of broadcast
S| stations in the pﬁblic interest would cxclude broadcasting of
6|l informaticn that would. aid illegal gambling. .
7 0. COLEMAN: ¥hat about th=2 announcement of the
8 winning horse in a race?
? MR. SLOSBERG: I can't say.
10 MR; HARDY: That does not apply to horse racing in-
VW zormation.
12, . MR, CCLEMAN: Ve have heard tecstimony here at some
13 length that the numbars, for instance, the winning numbers made
14 on the basis of the handie at su;h and such a racctrack at tﬁe
15 area. That is, disseninate any time a radio station wants o
160 give it.
17 MR. SLOSDERG: Perhaps to put your quesiison in a
’ 18 little more accurate perspective, ‘I can say this. In 1963 the
19 Commission on advice of the Department of Justice initiated an ;
20 “inquiry into the hrcadcasting of horse racing information. The %
3
21} commission established a special committee under the chairman- %
é\ 22 ship of Co&missioner Rolkexrt E. Lae. %
23 that committee conferred with state racing commis- j
AufququdﬂLi:. sioners throughout the country. z
k .25 As a result of these discussions, t.é Comnission
G st et et s Ao ML i £ U b bt Lo )
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dlw -~ 22 1 ji determined that it would not be proper to adopt preceise rulings
24 as to what wou;d and what would not ccnstitute anncuncements. or
3 information which would aid illegal gambling. It therefore

44 issued what it called a policy staéement with respect to the

5| broadcast of horse racing information and it set out its pri-

-

6| mary objectives and that is that broadcast stations should not

71| broadcast information which ié fact did aid illegal gambling.

8 It set forth in that statement some examples of

?ll what it considered to be improper information, imprepar broad-

10}l cast i;formation, These examples had been dravn from various

1} discussion with state racing commissions around th: country.

12| The Commission put that ouk as guidance to its liensees.

-

13 The Commission has had little or nec proeblem with

14§ that qeneral policy statement until such time as the 0ff-~Track

15§ etting Cor@oratidn in New'Yoxk raiscd som2 additional guestiong,
16 As Mr. Haxdy's statement pointed out, obr activities

§ 17|t in this area are undertaken in coorxdination with the Department
18 )] of Justice.

19 The statement and rulings %hat the Commissicn has

20l issued over a number sf years have not departed from the views

21§ generally expressed by the Department of Justice. ‘

i ‘ 22 o - I cannot -=- none of us here -- can tell you.whéthar
231 the Ccrmission wouldfin any given instance find that the brcad-

. 24|l cast of this kind of information or that kind of inforﬁation
Aze-Fesdferal prm:!r!. ing.
25{1-in any case which may arise in the fué;;e,‘wculd or weuld net
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contravene the policy statcment. These.questlons are presented

to the Comnission when they arise.

MR, COLEIWAN: BAgain, sir, would you be able to tell
ne, 1304, the languvage which prohibits the advertisement of
information which is being decided by the courts, was that

which an eye toward a legal or illegal lotterics?

.
b Y

MR, SLOSBCAG: The Second Circuit Court of Appeals
and this was the major ruling of the Commission in thas éase
initially was that 1304 applied to state-conducted lotteries as
well as to illegal lotteries. The Second Circuit was quite
emphacic in saying that this was correct,

Congress had cvidenceq that clear inteation in meny
o;her collateral legisletion forbidding, for example, federally
insured savings and loan associations from selling lottery
tickets through their windows.

That was the thrust of the initial ruling, so that
it was ﬁairly clear that it did apply to state lotteries. The
language of tho statute talked about the broadcast of any
information concerning a lottery. The courts have said this
really doesn't mean that. It means infermation directly pro-
moting a lottery, not simply cénccrning it.

.Under tﬁe guidance sect férth by the Seccond Circuit,

it seemed clear that the breoadeast of a winning number at the

time,and as a major announcement to the ticket holders, dircchly

promotad the lottery within the neaning of the Second Circuit

'

I A
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Court decision. The Third Circuit decision, as we read it, did
not dispute that. IF said even 1f it directly promoted a
lottery, if it constituted news, if it were a hot news iteom,
it was beyond the reach of 1304.

MR. COLEMANM: And‘the First hmendment?

MR. SLOSBERG: Yes, sir. and theréin was the direct
conflict that we saw.

MR. COLEMAN: The real confiict is whether it vio-
lates the First amendment &nd whether it is constitutional?

MR. SLOSBERG: Yes. The Comwissicn's positicn is
that it was not tolerable for the Comnission to say that in tﬁe

Third Circuit area in Pennsylvania and New Jersey and Delaware,
-

o

thiz is what 1304 means, but kn New York, Conuackicut and the

(O]

Second Circuit‘aréa, it means something else and Lord knows
vhat 1t meons in the rest of the country.

MR. COLEMAN: Just cone more question, if I may, IMr.
Chairman.

Agsuming there is a substantial First Amendrent quesH
tion and your organization -- the Comnission has said that the
ﬁere anfdouncement of a wirning lotZery number wouvld not 2id an
illegal lottery -~ 1f you can answer this: ’ncw,‘is there any
valid reascn forASuch a prchibition?

MR. SLCSBRERG: The Comﬁission has expréésed ne view
as ﬁo tﬁe désirability o= the,continuancé, repeal or mgdifica-

tion of 13C4. The Commission is simply seeking to apply the -

B S St S R R E e S o B2 gt 3 s e i b
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bw - 24 1|l statute in whichever way it 1s interproated by the courts,and it
2| has said time and tire again that we have no alternative
s . q MR. COLEMAN: There are two decisions now? .
“ ' 4 MR. HARDY: Hopefully we will have one.
| 5 MR. COLEMAN: The ona you chose was the first c¢nre,
' 61l right? You are appealing the second one?
7 MR. HARDY: In the second case, the Cemmission issund
8|l its declaratory statement. In that statement it took t.c posi~
ol tion tha® the broadeast of the winning lottery number was pro-
1ol scribed by 1304,
11 Now, the Thixd Circuit Court of Appeals' opinion
7 121 £lies in the face of the CcmmissioS's decision on that special |
‘ f 13( p;Lnt. Therefora, we are in the position of having to repre-
14}l sent the Commisslion and take the Commission's position forward
- 15|l to the Supreme Court. That's our rcason why we arce in the
' 16 li supreme Court with that ruling.
17 MR, SLOSBERG: I suggest, Mr. Ceoleman, we have no
’ 18 §| other way of resclving that question.
19 MR. COLEMAN-. You could call iﬁ a day and forget it.
) 200 I woqldn't say there is no way yvou could resolve it,
: 21 HR. NARDY: T don't believe we could tell the people
: {;s 22| of the Sccond Circuit that the position of Second Clrcuit Court
. 23 of Appeals. is wtoég. I don't think the Cormiission would have
2411 that right under Law.
t:c-fcde\’o! Reparters, Inc. ' o
b 25 MR, CO{eIW: 0 The lottery people of the Second
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Circuit wouldn't be mad at you, would they?

MR. HAPhxz The lottery people wouldn't, but I
think the Sccond Cirewit Court of Appeals would be. ‘

The Department of Justice would have to state our
policy,‘

MR. COLEMAN: Lottery pcople are obviocusly very in-
tercsted in this}

MR. HARDY: -Yes, they are.

CHAIFRIMAN MORIA: Seégicn 1304 as it would be gmcnded
together with'youx suggested chande would make it lawful to
broadcast lottery information fromla state where the lottéry

wag legal and by a station licensed in that state. Is that

correcc?

MR. HARDY: That is correct.

CHAIRESN MORIN:  Doz2s that includa Prométibns al-
together?

MR, SLOSBERG: Anything, There would be ne limita-
tion, .

CHAIRMAM MORIN: Regardless of the range of the
station?

MR. UARDY: Well, we have ne way of telling a statien

on a barder, feor instance, that i cannot broadcast although

it's in the same state where it is legal for a staticn in the
riddle of the state, for instance, that does not =~ where it's

sigral does not crogs the stati line that it is permitied to -
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‘broadcast. It would be a totally impossible situation to put
the Commission in. .

CHATFO™AN MORIN: I agree with you. I waated to
have on the record where we stocd tecday with that amendment,

This is perhaps not:a fair question to ask of you from the rCC

standpoint, but since there is a prohibition of the transmissio

interstate -~ by means of interstate commorce gambling para-
phernalia, would the same rules apply to transferuing the
gambling informztion gy mail?

MR, SLOSBLRG: n~re you talking about 10847 1034

permits that,

CIUATRIAN MORJIW: Tha transportation of lottery

MR, SLOSBERG:. 10084 excepts froim the prohibition
against the interstate transportation of gambling informavien
excepts Zrom that prohibition, where gambling is ,legal to
anoiher state where gambling fs legal.

CHAIRMAN FORIN: I'm talking about 1953, not 1084,
;'m soryy. Tnalt is carrying or sending through intérstate
foreign commarce ey paraghernalia or devices.

MR. HARDY: 1 don't believe that we have studied

that biii. IT'nm not sure that it would fall within the jurise-

diction cf the FCC.
CHAIRNMAN MORINM: I'm sur~ l& woulldn'é.

MR. HARDY: We would be & litkle relucktant to trow

ey ,.vl,.'-‘ .:-.$:2»,_ A g S ST TR i
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lw - 27 i and answer something like that for the Cemmission. We are here
2} as representatives of the Cemmission. I would not want to take

3 a pesition for tha Commission on that without having some view,

~r

4 cu;arm';w NORTH: . I wouldn't ask you to.

5 | 4 MR. RAY: : Scenate 3524, Moo Chairmén, would anrend

6l 1301, 02, 03, and 04 and cmong the amendments of 1301, 2 and 3
7}l shall no% apply to the transportaiton or mailing of tickets or
81l othex materials concerning a lottery vhich is lawful in the

? || state invwhich it ig conducted. t axempts completely £ronm the |
10 provisions of 1304 broadcost stations within tha state whore

i it is a state operatcd lattery.

12 CHATREAR MOEIL: Shank you.
-
4 13 Senxtor Cannien?

14 SENATOR CAUNON: Thank you, Mr. Chairmen. I mis.ed
15’ the discussion up to row. I sorry. I will pass now. :é
16 CHAIIIAL IORIN: Doctor Allen is an orthopedlc suc- é
17§ gaon aun' a city councllwoman fron Philadeiphia.A 5
18 DR. RLLEN: X don't krnow a thing akout the Fec. é
19 ICEAIRXAR MORIN: Wall, we'll sco. : | ' ;
20 , DR, ALLIN: Whai amouns of resources and mangower of ;v

21y your Comuissicn have been devoted to the assurance of compliancd .

»
B AR

o

LR

224 of'your licenseos of the govermmenkal roegulations?

23 4. MR, HARDY: Ue dan't have any Commission recozds whigh -

. 24§ yeuld tell us “he answer to that guestion. Yo handle the gues-
FFudecs) Reporters, Inc. ; : ’ . ; i . )
25} tions that come Srom cur llcenswes on a caye~by—-case bigis

p—rer

e, e ek
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vary closely with the General Coursal's office.

We rgsponﬂ to those questions on an ad—ﬁoc cagoe-by-
casc‘basis. Vie don't hLiave any}recofds which disclose o ugs
precisely how much time i1s spent in hardling tha limited aues-
tiona that come regarding>thc broadcast of lottexy indormation.

DR, ALLEH: Is the enforcenent phase the rosponsibi-

lity of the Department of Justice?

¥R HARDY: %hzat falls within tho Department of
Justica. Ve work in conjunccion with the Department of Justice
when our licecnsaes coma up 25¢ renewal or we feel it is approp-
riate to impuce aAforfeﬂtutc upon a licensce tor-viglation.

The actual endorcement of 1404 lles with the deparsnont ¢

e )

Juztice.

HRe RAY: Pevhaps T should add that as you gaid fn

your statement, Mr. Hardy, the Commission is empowered under
£

the Communications &ct, however, to revora o license for the
violation of 1304, or to Impuss z monetaﬁy £ine of up to
$10,000,

We have iritiated 42 rorfeltures, A number of noare
ing actions on a??eugﬁaivcf licens2s included issues about tha
Sroadcazt,cf‘laﬁtcrics. Therc hzve been a couple ot céacs"
which inéluﬁﬁﬂ‘tha’broaécésé of infdrmézioé #bcut hcése fﬁtiné

vhich wight be of subsoibantial assigtance o illegal ganbling..

In that songe we enfprce it, bubt nst the criminal parts of it,

AR Y e

e L

PR




e 29 1y Ao far as the amount of time, an jf2, "éxdy ?@??ﬂ

: X o
2§ have a division of 53 people. We erg roquired to daenj ¥ii: L
L

3 complaints of the public on all brozdcast sublecte, tg’g?ﬂ?7: a;
41l gate Lhdee ¢conmplaines which may indizate an aceusl Vié?ﬁﬁx;;f‘ :
5§ write xecords to the Commission and recormendations al s ;%f i?
6}t should be done about 4t. I might just mention in ﬁasﬁ?&g.%tixgg_
7| in fiscal '73, 16,322 co:n..vints that wo roceived ap sty ””ké
8!l matters, 51 concerncd aileged broadeast of lottary iﬂfwxyw;;?“ 3
¢i ox advortiscmcnts. The total in thig £iold {8 xﬂﬁhev "agl,,  %

10 compared to some of thc other subjects we gat complalpits ﬁgf'? é

H Since we do rot ninitor stations, we rely GEQ %;Nm ;

’ e

12] pluints Lrom the publie oz ﬁrcmvlscaz law enforvenant ARG L

;
t - S ,f{.m g '
13§ I we get a conwlalnt wo try to do@g;ﬂine whm e %ﬁﬁi o,

. 144 broadcasting inferuaﬁiow of assistence to illogal ﬂh4&3”4v~ %w‘?
154 geadl with lcecal 1aw gnforoanent offié inls. %
V6 DR, RLLEN: ¥het in a2 herse race nroaﬁéaﬂﬁ %2%%;~«~
V7| stitute a hzlp “o illcga&zgambiihg?
16 ) MR. RAY: fTo civp the results aﬁd ﬁhahﬂutﬁﬁé Jg¥ﬁfw;
191 of one raca bﬂ‘o:a tne n3xt race at that ﬁrackriﬁ ﬁa #@wnw*é‘ ‘
208 pecasso then the per -50n that had the bm‘:’wii:h the bogi o m ;
2?; fi:sﬁ race w-l& Ynow mheﬁbaz L haz iosL or hG 8 gab §*“"%¥Lé
: 22 to bet on thL secona ona. E 7  §§ ‘
23 fi3 vf' '}} R, HARDY S da wauld hava a Leiaphona awaiiﬁ@ﬁéﬁ e
‘23 Qake'hié ts cn 3 rac”»byn*uce basiﬁ._ ; ; o
 deval Repoeters, Ing, I . BN R
: 7.251 _ HR, ,-f: Also, dekailed -nﬁo;qﬂtggn ahgu¥ §%§;3 
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scratches, say at noon of the day of the race. The people going
to the track to bet leg&lly don't need that. They will get it
when they get to the track.

It's only the people that are going to bet thrcugh
a bookie who really want that information, this late pre-race

information.
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CEATIAN HORIN: Yéu Qon‘t consider the broadcasting
of the words "they're off" to be a news bféadcast? '

MR. RAY: Tot as I remember them when I used to be
a yound man in Chicago: 1 remeﬁbe: going to a bookie joint
once. i : ;

DR. ALLEW: Rglative to the revocation of licenses,
do these occur bufore the Dep;rtment of Justice enforces thea
crininal aspucts of the statute?

HR., RAY: W%e don't wait until the Departmant of
Justice institutes a criminal prosecution. Ve do get their
opinion as to whather this would hold up on appeal. If you
revoke the station, most times they will aﬁpeal it. If it

-

is 2 ferfeciture and they refuse to pay it, the Department of
Justice has tco go into local District Court. We have to have
them with us before we proceed.

MR. SLOSBERG: Should the Department recommend crimiQ
nal prosecution, the Commission would withhold administraﬁive
sanctions until the Department has cleared that up.

| DR. ALLELN: Oﬁe final guestion relative to the
state‘of M%chigan which is so close to,Canéda. In your
opinion, doéé that give the State of.Michigan's 1otte;y an
uﬁfair>advantage ovér my home state of Pennsylvania?

MR. SLOSBERG: The director of that lottery would
say yes.

HR, HARDY: He feels it has heen instrumental in
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U cam % 1|l making that locttery successful.
2 DR, ALLEN: What does your Commission intend teo do
) 3il about that, if anything? ‘
i\. Ji
4 MR. HARDY: If the legislation is passed, the brecad-

54 cast of'legal state lottery information, then it is pernissikle

6)l and all of our licensees will ke so notified.

7 DR. ALLEN: If the legislation is not passed, what
‘8|| steps could be taken to make sure that Canada does not get the
9 information from Michigan?

10 MR'. SLOSBERG: We deal constantly with Canada con-

i 11{i cerning broadcast relations on both sides of the border. te éo

; 12 not'always see ey& to eye., Canadian relations at the present

{f~ 12 é;me, for example, call for the delz2tion of programs picked up

14] in Canada and directed over cable systems. We regularly engage

15)| in discussions with them directly and through the State Depart-

:
. 16|l ment.

4 17 _ We would have no basis for suggesting to them that
5 . ;

: . 18| their broadcast stations should not carry certain kKinds of

19| programs. That is basically their concern.

5 , 20 k DR. ALLEN: Specifically, thén, if the statute were

I : 21} to pass, couid‘it be written éo that it pertainé directly to

s {bf 22 | public brdadcast or to cable and if it pertained £5 ceble, wouls
23 it afford Syrdicate activities a greater range of activity hy

O : k 2451 virtve of the fact that cable is a little bit more =- vhich
Ace:Federa! Reporters, Inc. : :
251l doesn't have access to it, in other words. DPrimarily in the
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L afford the illegal element a more efificaciouz end?

0 O
‘ i
- : a5
cam 3 1}l areas where the folks woulid be more likely to het hecause thay
2|l have the wherewithal to'do the betting, would cable tclevizion
f 3| broadcast of lotteries, et cetera, afford the illegal element
- 4|l of gambling a greater degree of activity in your opinion?
. 5 MR. IARDY.: Vell, if the statute is amended to male
6(| it permissibkble to kroadcast lottery information, it will ob-
- 71l viously receive such wide dessemination through the over—tha-
8|l air broadcasts, that calle Qbuld only be adding %o that. You
91 understand that cabple picks wp broadcast signals and then
: 10| disscminates the iﬁformation into areas where there ig no hroad;
¢ 11§ cast reception or into arcas where it mav be received better
|
12} over a cable system.
, .
( 13 I xeally believe that if£ the statute is amendad that
14§ it will permit both broadcast and cable dissemination of lotteryf
151 information.
: 16 DR. ALLEN: I'm thinking of the way cable is utilized
E 17 ;n some areas of the east coast for the promotion of wornographije
g 58 movies‘which certainly aré not shown on regular broadcast
. 19| channels,
? 20 MR, ﬁARDY:. The Commission is weli aware of that.
%, 21 MR. SLOSBERG: I haven't heard it descrited in those
vf {;_ . ‘, 22| terms.
i és DR, RLLEN: If as a lcgislator I wrote the statute 5d
5 243 that it was,éébligab;c’only~to c§bl§,‘then'I'mwé§ki?;gawﬁﬁlé,igf .
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cam 4 1 MR. HARDY: I would not think so.
2 CHAIRMAN MOﬁIN: The histo%y of this Commissi&n ié
- 3 th&t Dr. Allen's last final single question elicited wore in-
{ : ,
e 44 formation than the rest of the Commission put together.
S HR. RITCHUIE: I would like to thank ycu for vour
64 cocperation on behalf of the Staff. They have been very cooper
7l tive.
8 I would like to turn away from lotteries for a
9|l moment to the subject of those policies affecting horse racing,
10§} On page 8, you state that in 1964, the Commission adopted a
1|l "policy, the object of which was to curtail the use of broadcast
12} facilities to disseminats information which might be of subk-
( 13 ;tantial use to illegal gambling and thercafter you provide
14 scnme very nelpful examples to the Commission.
15 Yo then siwte that in 1973, vou made certain con-
16 cessions because New ¥ork City Off-Track Bekting Corporation's
17 e%farts waere dimed at the sane obiective,
18 | Could you tell ocur Commissien what concessions or
19| what changes you made regarding OPB in Hew York City from the
204 policy as‘stated in four statement?
21 IR, COLLIAN: Page 10 is where they discuss that.
f* ‘22 Is that what you're referring to?
23 ' MR. RITCHIE: Yes.
24 MR.OBEARSY:  Mr.o zitchie, wo Fave a copy ol the nress
Avs-Federal Reporlant, Ine. : B : ; E :
: 25 releass ad That weuld suflice to vaospord to that guestion, to

8 i 3%
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cam .5 V|| tell you what the Comnission's poli;y has keen since 1973. Hek
24 have the rele,ge that oranated from the Coﬁmission at that tircl
3 MR, R;TCHfD: think you have already suprlied that
' 4| to us. The point I wish to make is that when an activity was
Sl aimad at the same illegal activity which the Cormission's nolic:
6l was directed toward, it secms that you are willing to make cer-
7| tain concessions about utilizing broadcast facilities to b:»»
8| mote that activity. ‘ V
9 +#% that or is that not a true statemant?
10 MR, SLOSEERG: Vell, I would phrase it a little '
11 differently, Mr. Ritchie. The Comnission objective with respect
12} to the broadcast of horse racing information is simply that it
{ ‘-13 w;u d k2 contrary tc the public interest for a broadcast licenscla
14}l to breadcast information which would be of aid or assistancte to
150 illegal gambling. That is the general objective. It is Fased
16{ upon the public interest standard in the comnunications. statutel
17 The Off-Track Betting Corporation raised certain
18 |l questions as to what thay could, might or might not do. The
19} Commission kept that,in terms of the same objective; would this '
. 20 information, the brbaécast of this information, aid or he of
21 aésistance to illegal gamblihg? Where the Commissionkdatermincd
{’ 22 that it would not be, it had no objcctioa to such broadcasts,
',23 Where itiwould, the Commission -- the Commission was qf thc
24 lopinion that it would aig illegal garbIing, tha Commissidn in- T
Ace-Fadaral Reporters, inc . ) : o :
29lidicated that it would be barred by the ‘64 policy.
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MR. RITCHIE: Thr purpose of my question is that thi
Cormnission haé received a great amount of testimony from the
Federal Bureau of Investigation which reflects that -- most
pervasive illegal activities concern -- I vonder if the Commis-
sion has ever considercd curtailing broadcast facilities as it
relates to sporting events beocause that lends itself to en-
couraging an illegal activity.

MR. HARDY: You mean to eliminate ail sports
vpragramming? i

MR. RITCEIE: I'm saying, has the Commission ever
cénsidered the propositicn that they ray be encéuraging an
illegal activity hy Brcad:asting very widely sporting events
u;on which illegal bookmaking occurs?

MR. CLOGBERG: I'm cuite certain that were the
Departrent of Justice to raige the question with the Federal
Conununications Commission, the Commission would giva it very
serious consideration. The sco-called horse racing volicy state-
rent, stens from just such an inguiry and concern by the
Department of Justice in the figld upon the passage of 1084,
Title 18 in 1961, - |

HR.~HRRDY: ‘Do’you nean whether ox not the Commissiorn

has ever considered whether it is allowing broadcast of football

games, baschall gares and other sporting even%s to aid in il-

legal gambling?

IHR. RITCHIE: Yes.

3

it R
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MR. BARDY: I don't believe the Commission has even
taken that into consideration to determine whether it is
proper for their licensces to broadcaét ball games and other
srorts cntertainment events.

ilR. RITCHIE: Vould you agree in line with the
Comnmission's 1964 policy statement regarding horce racing; that
if thir Cormission should £ind that horse bookmaking is less of
a prablem than sports bookﬁuking, that it might well recommend
the Commission consider a reassessrent of that policyr. tHould
that be proper?

HMR. SLOSBERG: It would be appropriate and it would
have great weigpt if it sere joined in by the Department of
Justicec. : |

MR. RITCHIE: That concludes my questions. Thank
you.

CHATIIVIAN MORI: T don't think that we shculd lecave
that record quite open that way, I can sce that being trapped
into the foilcwing headlins, "Federal Communications Commission
considers banning televising of proﬁessional'fodtball -

IR. HARDY:> We Gould nét‘want to leave that impres— 
sion. That would have to rest with Congress. If Congress dcf

cided it was against the national policy in regard to policy

~toward gambling to prohibit the hrondcast of all sportirg

ts, I think thai that would have to be a Congressional

determination. I do not helieve the Commission wculd undertale

e s - o

i et bt g e
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cam 8 1}} such a drastic step. . %
. 2 CHAIRMAN MCRIN: I'm certain you'te not even consi- %
. 3|l dering it. ' :
-
i = 4 MR. BARDY: 1Mo, sir. 3
! 5 ' CilAIRMAN MORIN: Mr. Cannon? ;
é HR. CANNOM: Iow do you :ecoﬁcile the fact that you
7]l permit the tclevising of horse races in which one can sece who |
g|l won the race as distinguished from the fact that you can't go ?

o
-

SRR

9|l ahcad with the announceronts concerning the racing information?
10 MR, SICGBILRG: The Department of Justice has advised
11]| the Commission over a period of vecrs of its views in this areca
124 and what it considered to be of nmaterial assistance to illegal
. - i
1318 gambhline, :
14 The policy statement therefore clearly sets forth
151 that there is no objection to the broadcast of feature racey

16l generally and thut our cbjection is limited to certain kinds of L

17| information, which the Commission @id not @reanm up on its own.

TR

s

T 18 The Comaission makes no claim to any expertisc in i

19 this area as to what aids or abets illcéal gambling or what
20|} does not. It consults with the Department of Justice on a
N réﬁular basis and its views and the views reflected in its
. {m ‘ 22{ documents reflect the views of the Dapartrent of Justice.

23 fIR. CANNON: They epecificaliy have sald it's all

race itaels,

ot

[¢]

24t Tight to 'go ahead and broadcast the picturse of th
- Ade-Federal Repocters, incf” o : : .
25} but you can't broadcast the information concerning who won the
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HR. SLOSBERG: There are only certein restrictions.
Senator, and these concern pre-xading information, actually.
The principal thrust of this is against broadcast of track
conditibns, post positions, jockevs' weights, shortly bhefore
a race which will aid peoplcywho arce going to bet through a
bookie - parimutuel information broadcast before the next race
at that track is run because it could aid illegal gombling.

There is no prohibition aqainst televising an actual
race itself.’ Our investigators also talk to the local Unitced
Stétes Attorney, the local Prosecuting Attoﬁney, the police
cofficials of the state that is involved.

2

MR. CANNROU: It seems to me that thay have scme
artificial constraints there that are not realistic in . this
day and age.

Thank you.

cu,{mm MORIN: Thank you, Mr. Hardy and gentlemen
Zor coming. ¥You have been very helpful.

MR, HARDY: Thank you again.

-kCHAIRMAN MORIN: The hearing will stand adjoﬁrned
fér five minute.. We will ihenvhearifrom the United Statesr
Po#tal Service.

(ﬁeccss.)

CEATRMAN MORIH: The hearing will please come to

order. .

Y
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This is the sixth in a series of public hearip-g

¥

conductcd by the Commission on the Review of the lational -

Polizy Toward Carbling. 1In the first five hearings, we heard

testimony from ihe pers sted in the state lottery

- .

operation in the United States, from the Depariment of Justice,

from the Internal Revenue Service, frem the FBI and just pro-

ceding this hearing, from the Federal Communications Comrissio)

This afternoon we will hear testirony from represend

tatives of the United States DPostal Snrvicv, vwno will kz roepre-

sented by Mx. John D, Tarpey, who iz the Assisztant Chief

Inspector for Crime Investications of the U. 5. Postal Service,
tlould you Ildentify your colluacueJ for the repowcer, pliease.

e

* L4 o - - -
NRLOTARDEY:  On ony right, Assistant Gerngral Counsel,

George P. Davis and on my left, John Ventrisca, Attorney with

tho General Counasel's Office of the U, S. rPostal Sorvice.

My formal statement was vreviously submit:zod to the

Comnission for the record sand it was rather historical ard

In the interest of saving time, I would sujgcest to

the Chairman that I would paraphrase the early part of the

statement and go into wore Jetail at the end of the statenens,

prcifleally the status of the lottery law at this tire.

%)

r, Your entire statermant

will go into the record as suimitted.

{(The corplete staternnt follows.)
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MR. TARPLEY: Thank you,

The prescnt lottery statute wasz brought alout for
the most part by the adverse effect that the Louisiana Lottory
had on the public in general and on the Postal Service in
particdlar.

The Postmaster Goneral at that time kecare concernesd
with the lottery which was a gquasi-legal lotteryv and which za-
sulted in much corruntion in the State of Louisniaan and great
profits to tha cperators of the lotterw,

Thr malls ware used rather axtensively in proroting

.

the lottery to all states. In many instances, postmasters and
others were agents of thoe lotiery, sold lottery tickots and

»

remitbed receipt to the Ilottery oporctors by mall,

The first really effcctive postal lottery law was
passed in 1890. ‘his made it a violation of the law to zend
through &' =all), anything connected with a lottery. It put
gome teeth in the previosus laws by providing lmprisonrent of

[

rne statuto.

"
r

one year and a fine of $500 for ecach violation ©
The effect of the antl-lottery law was irrediate
and rather draswatic. In the £irst ton days ¢f September, 1890,
just bafore passage of the act; the Kew Orleans post ofifice
deliverad over 10,090 letters to the Louisiapa lotiory, Af-

ter the act had heepn passed, only 400 letters were delivererd.

with the amount of remistances in the nature of .oncy orders




TR

Ace-Federal Reporters,

-

10

n

12

o]

1

15

16

17

18

19

20

21

22

23

24

Inc.

25

b

104

being delivered to the lottery in the arount of akout $1,700
prior to the passage of the law and immediately aZter thab, le

~
~

than half that amougt.

The Postal Inspaction Scrvice as the law enforceront
agency of the Postal Service was called ugon to enforce the
law. We have been at it ever since.

Ve were able to put out of business the Louisiana

.

Lottery. Then after that, a number of independent oprerators
starvted to {ill in the void and acgain operate lottery schenes
of various sorts and we, through enforcement of the lottery

statute, were able to act against thess people and get the

situation under control,

Thereafter, the biggest problem we had in %he areca
£ lotteries has been foreign-based lotteries. In those

instances, we have, through the anti-lotterv law and also,

through cnforcerent of the stop-order provisions, or mail-stopi

i
provisions of the administrative statute, Title 39, United

States Code 2005, were able to deal, we think, very effectively
with the operators of foreign-based lotteries.

To bring the present concern in*o focus, Qe are
presently enforxcing, for the most part, Title 18 UEC, Eection
1302, which is the postal lottery statute., It is a crininal
law, a felony, which prohibits the mailing of a certain pro-
scribed material in connection with the cperation of a lottcry;

The statwite is rather specific in that it reguires
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that the matter involved Le connected with the lottery and that
the mailing of the proscribed material is in violation of the
statute. '

I think I should wmention alsc at this point, %hat
the inspection service, for the most part, uscs 1302 in many
cases in connectiun with the investigation of complaints of
violations of the lottery statutes by fraternal organizations,
reliygious organizations, and so forth. By bringing provisicns
or the lottery statute to the attention of the organization, we
are able to gét voluntary compliance.

"

In connection with the foreign-based lotterv opera-

' tions, we are able to effectively deal with them through the

L

issuance of the mail-stop order under Title 39 USC, Section 2075

With the reccnt'introduction of the so-called leqal
state lotteries, we have not changed our position with respect
to enforcing the law. ‘We have investigated violations af
Section 1302 brought to our attention and we have presented the
facts to the United States Attorney for considerat%on of pcs=-
sible prosccution. |

'We have maintained liaison with the Department of
Justice in connection with the opcrations of the state Idtteries
"o have been in touch with the directors of the state lottepieé,
and talked with them about the operation of the lotteries.

In 1965, Postal Inspection Service investi,ated 383

it
(£

cases of alleged use of the mails by lotteries. ' 347 promotions
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were Zliscontinued, 14 perscns were arrested, 11 individuals
were convicted. In 1974, through March 30, tbefe were 173
investigations, 321 prdmotions discontinued, ® arrest and 1
conviction.

In the years betveen, lottery investigations de-
creased gradually, but there have never been less than 200
investigations in any vear. The relationship between the
increase in the legal lcttéry operations and the gradual de-
creasc in illegal lottery investigations during this period is
oqu conjectural.

Some of theze iﬁvcstigations weré of-éperations of
the so-called "legal lotceries." We have ¢onsistently consulte:
Q;th the Department of Justice on the natter of prosecution for
use of thr mails by these legal lotteries.

We have twice formally presented cases to United

tates Attorneys ~- orce in Michigan and onte in Massachusetts
-~ both in 1973. %he United States Attornev in ichigan de-~
clired to prosecute; the'United States Attorrey in Massachusett:
has not yét indicated his iﬁtention to prosecute oxr not to
prosecute. |

We ‘have, moteover, on two cccasions, ﬁade infprmal

presentations to United States Attorneys -- once in New Fampshin

L

nd once in Pennsylvania; both advised us of their intent not
to prosecute.

In Octoker, 1773, the Departrant of Justice requested

4
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167
the Postal Inspecticn écrvice to provide pesitive information
about the use of the mails by state-operated lotteries. I
directed that #he appropriate operating official of each.state~
operated lottery be ccntacted by a Postal Inspector, asked if
he was éware of the restraints on the use of the nails by
lzclteries imposed by Section 1302 of Title 1o of the United
S5i~tes Code. and asked what, if any, effort was made to avoid
vieloiion of the statute.

In everv instance but one, our irquiries indicated
to us that there was some use of the mails in the lottery operad
tion. In the usual case, the-operating official disavowed any
intent to violate the stutute, but interpreted it in a manner to
g;rmit somé use of the mails in the lotterv operation.

For our own iniormation, we caused mail coun“s to bhe
made of the mail received bv the headquarters of three state-
ope#ated lotteries in a two-day period in March of this year.,
Cnly first class and air mail was counted and, as forbidden by

law, none of the mail could ~- or was -- opened to ascertain its

In the case of one lottery, however, because speciall
prepared maiier envelopes were‘used in applying'for season éubf
scriQtien tickeis, and a pre-addréssed standafd envelope usced in
claiming pfizes, we were able to identify 903 subscription te~
quests fér subscription tickeﬁs aﬁd;2,755 claims fé: prizaes won;

ln'the other two lotteries, 238 letters and 804 lotte;

<3
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cam 16 1| respectiv:ly, were received. Of the 804 letters counted in the
. 21l case of the one lottery, 70 percent bore out~of;state postmarke}
31 from just about every state in the United States.
\:f 4 Thank you for your time and atf:tention.
5 CHAIRMAN "MORIN: Thank you very much for conming.
: 6 . It ie a very interesting story. I am at a loss as
7|l to what questions to ask other than i'here there appear tc be
81 clear violations cf the statute which have been brought to the :
!
9|l attention of the United States Attorneys who refused to prose- E
10{| cute, what conclusions éo you draw? §
N MR. TARPLRY: W2 feel that we have fulfiiled our |
12}l responsibility in‘invesfigating and reporting to the United
. .
g 13}l States Attorneys of facts as wur investigation has developed
14} then.
13 We fecl basically that. we have cdone our job in this
16|} xrespect., 1e recoygnize that this is é very sensitive area for
17 % United States Atroraeys. As you know, they are located in the
i 18 | states where the lotteries are in operation. It is politicallyv
% 19l seasitive,
” 20 ’ T think, also, the fact has to be considered that
211 this is in their state a legal lottery passed and approved by
(hj 22l the legislature of the stabe. These are problems that the
% 23 United States Attorney has to face.
r 24 I don't think that they afe probleﬁs that I can
‘ Ace-Federal Reporters,. Inc.
i 25 iprovide a solution to.
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CHAIRMAN HORIN: No. I'm sure of that. I didn't
mean to imply that you.weren't doing vour job; "I'm sure that
you're doing your job.

Would vou clarify for me the incoming mail. In othef
words,‘the subscription requests for tickets and prizés won,
that deas not wviolate any statute. ‘

MR, TARPEY: We think they do if they are in connec-
tion with a lottery.

I think that they are covered as mailincg proscribed
by the statute, Sectioh 1362,

IMR. DAVIS: The statute, the first part of the
statute, pronibits £from ths mails any letter, package, postal
éard, or &ircular concerning any lettery, et cetera. This, I
think, proscribes frcn the mails the incoming reguests to put~
chasa the tickets as well as the outgoing ticket sent in ro-
sponse. Any letter, package,.postal card, or circuler concern-
irg any lottery.

CHAIRUAN MORIL: Therefore, if I'm in Massachusatts

me.that I ﬁave won, I‘cannot lawfully write and ask for paymeht
hcr can payrent be sent to me?
| MR, DAVIS: llo.
CEAIRMAN MORIN: Have you taken a position thch

MR, RITCRHRIES Thé:e ara two tvpes of legislatien:

iw

7
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cam 18 1§ pendinrg according to the information of the Staff: onc was in-
2{ troduced by Scnator Cotton, and !ir. Findlcy from Xllinois, woulf
[ 3 'very well repeaL.thoée provisions of 1302 presently being ewx-
S
4] cused. ;
5 There is a second type of bill which would allow
6f intrastate mailing and that is B, R. 6668,
; 7 CHAIRMAW MORIN: ﬁés the Senate taken any positin=
% 8| on those bills?
é 9 HX. DAVIE: The Postal Service comment on every lot-
E 10| tery bill that has ﬁeen introduced to date has been to take no
] : ,
i 11| position whatscever on this rerality or the policy question
§ 12}l involved of whether or not the public interest is against the ,
P * .
f ) 13| use of the mails by lotteries. -
é 14 Our interest has been primarily one of trying to scc
é 15| that whatever bﬂll might be enacted cdoes not contain any provi-
16| sions directing the Postal EService to perform obligations it
17| could not perform or obligatiens that wpuld. be very costly. to
‘ . 18 perform,
19 | _ The cost of such obligations would have to go into
20! our rate basc and would have to be paid by purchasers of rostagt
21} stamps.
(;? : ey v | ' A bhill that would_dircct tﬁc Postal Sexvice not to
23 écdapt,;transpo:t, or deliver anv lottery material is a Bill
, 24} that we could not say in geod conscience that we could enforce.
Ace-Federol Reporters, Inc. s ) .
251 You put any lottery material you wish in a plain white envelope
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tions we have made. They are aware of our position in the en-

and our letter carriers will never know it is there.
CHAIRMAI lORIli: You do take the position that intra-
state mailing viclates the statute? '
MR. DAVIS: That is guite clear, yes.
CIATRMAN IORIN:  Did I understand? Have there heen
any crininal refcrences at all having to éo with state lcetteric:
MR. TARPEY: We have made two formal presentations td
United States Attorneys for criminal prosecution and in both

caszs prosecution was d

<
[¢]
[
}.!-
3
Q
feh
L2

CEAIRMALN MORIN: I'm sorry. I was thinking abeout
reference to the Justice Department itself.

HR. TARPEY: In every instance that we meke the for-

! o4

4 ~4 - v - A
mal pregentaticon to the United States Attorney, we previde a

copv of that to the Justid; Department herec in Washington.
Recently, wekhave met with the Justice Department
and we have exchanged views. Ve met recently with state offi-
cials of state lotteries together with the Justice Departrent,
| We have had a sort of a round-table discussion of

the problem. The Justice Department is aware of the investiga-

forcement of the law. I would'likekto think ﬁhat rost state

officials are also aware of oui pésition. |
CUHAYLRMAN MORIN: Commissione; Do$d is the Ptqsécutin{

Attorney Eronm Stark‘County, Ohia,va state which is interéstcd 3

in its lottery problem. I turn the guestioning over to him. |

i8]
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cam 20 i MR. DOWD: Mr. Chairman, it seems to me that tho
21 presentation has really answered whatever guestions I have.
3 As I underseand it, and correct me if I'm wrong, tc

4 have a statute that imposes upon Postal Service at least some

5l enforcement obligations, but the Justice Department

[N

g apparenyly
6} taking a position that simply has stopped any prosecution as iy
7l wmight relate to a statg—operated lottery so there isvno prose-
8] cution of this law as of now, even though there are apparent
9l constant daily violations?
10 IMR. TARPLEY: There have not keen any prosecutions ag
1 yet of sﬁate-dpérated lotteriés, but the mattcf is still, I%m
12j] sure, under consideration by the Justice Departrent as to pos-
}3“ ;ible prosecution, .
14 MR, DCWD: If I took that long to determine mathters
15y in my jufisdiction, I would ke out of office the next time
16 ’around. An obvious viclaticn, which is a comment, not a ques-
17{f tion.
’ 18 CEAIRMAN MORIN: Mr. Coleman is alsq a onsecutﬁng

19§ Attorney, from Monmouth County, New Jersey.

20 HR. COLEMAN: Does this lawv apply to newspapers? :

21 k MR, TARPEY: Yes, the law does apply to newspapers. L

‘ . : i
( 22| In connection with the publishing of results and so forth. It i

23 does apply to newspapers,

. 24 : MR, COLEMAN:  Isa't the law broken every cay In the
kee-Federal Reportess, Inc. X
' 25} mails by mailing of newspapers with Jottery results in than?

I OO Yo
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interpretation of law would say thaet it violates --

‘tion. 1If it is te go cut of state, they will truck it rather
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MR, TARPEY: Ve will follow a policy, both the
Postal Service and the Justice Dcpartmen&, that in conncctidn
with lotteries and newspaper items, anything that is newsworthy
is a news item. |

e have not taken any strong position with ;aspect
to prosécuting nawspapers for printing newsworthy items or
rmatters that ﬁhe public sﬁould Xnow about.

I think that the ~= I don't know what lottery result
you are referring to, but I expect you probably mean the lotter
tate lotteky results,

MR, CCLEMAN: Winning number, whatever it might bé,
on sgome page of the local paper. People‘move awvay and a lot of

13

the lew Yerk papers 2r2 mailed oub, interstate as well as intro

£

te. That would be a cleaxr violation hy giving out lottery
information, wouldn't it?
Isn'% that a fact?

MR, TARPEY: Yes, I would say that that particular

MR, DAVIS: any newspapers follow a practice of

having two editions, one of which will contain lottery informan

than use the mails. The other.edition they will feel free to
use the mails with,
We have run into a nunber of cases where this has

happened on the part of newspapers who are zealous in sceing

-
§
£ .
4
1
*
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that they do not digress from the rather clear mandate of the
statute. .

The statute prohibits any publication of any Xind
containing any advertisement of anf lottery cor containing any
list of the prizes drawn or awarded by means of such lottery
whether said list contains any part or all of such prizes.

MR. COLEMAN: I understand ycu're not the legisla-

tive-waling body, but do you see anything wrong in sending a

nevspaper from Asbury Park, ilew Jersey or Miari or Philadelphing

that has last weel’s lottery number in it?

Are you promoting the lottery?

MR. TARPEY: No. I don't feel that as a Postal In-

'

spectoxr and a representative of the Pogtal Sexvice that the
mattér of morality, whether it is ceod or kad is sorething we
should comment on.
MR, COLEMAN: As I understand, apparently there was
a scandal in the ILouisiana ILottery. There was something bad
alout it. The thing wasn't being run right; wasn't that‘it?
One of the purposes of the act was to curb th;t

being done with the assistance of the United States rails, isn

_that corxact?

HR. TARPEY: Yes.

MR, COLEMAN: ¢ don't have that problem tolav, at

"~

least to ry knowledge. The testirony we heard here this ror-

ning from tha FBI, I den't know what problem theore is.

MDA i i . M mons

1t
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am 23 1 MR, TARPEY: I would only say that a§ long as the ?
2| statos run the lottcriés and run them‘wcll, there probabkly won'g ‘;
_ 3 be thét chance that they would be corrupt. That 1s under the ‘
Qf' 4 presentvlaw. that wouid kappen if the law were changed and the
" 5| states ware given carte blanche to conmpete with one another --
6l who knows what would happen. ;f
7 1R, COLEMAN: Your testimony is very candid.testin
8 mony. You said one of your brother federal agencies refused ¢ ]
9 pxoscéute whon you have given %hem information. f
10 YR, TARPLDY: Fas declined to prosecute rather than  §
N} refused. f
12 MP. COLEMAN: Declined? ;
{: 13 ’ BR. TARPEY: In two specific cases, ' ';
14 HR. COLEMAN: Mr. Chairman, that iz what we are here '
15§ to find out; whether the laws are aschaic and vhether thev are )
16§ being enforced or not. I understand you're not geing to bring u
171 a prosecutgon over gcnding the Daily News £reom lew ?ork to |
18l Pernsylvania.
o ¥R, TARPEY: T dan’t think so.
20 > , L MR, COLR"%I‘ b ve no fnrthor quastaons. ‘,' 1 A'~’ ",E
214 ‘7 -'W‘ IIPHA} It‘ poctor u’LQﬂ iv one of our Conrv
fv 22 sibneré; Sho is a nemhcr of the City Council és‘well as being
| 7 an‘orthopédic surgeon., o
240 . DR. ALLE 5.«,Khat;s the “allcv of vour“departﬁcnt‘ 
ce-Federnt R?pwlﬂh'lﬂt PR : s S .
23 toward the foro;qn lOLLCchS lino the Iris h ?weeﬁstakes or
1
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mine that it is

2

whatever that gama is thew have down at Puycrto Rico?

-

MR. TARPEY: Ovur poliecy with raspect to the Irish
Sweepstakes and the.Wesn Indian “weenstakes -~ the prohlen ig
that there the violators of the statutes for the most part are
in foreign councries and we cannot presecute under the statutn.,

We hava regularly followed the policy of trving to
cut off f£rom thom the fruits of their lottery scheme and denv
then the remittarce frown pauplo.

Ve do that under Section 3005. We ask the Goneral
Counsel's Officu to obtain a mail~stop order in which we 1ist

the nwie of the egent to whom the vemittances are to Le sent,

¥
e

[

sublish £vis in our npastal bulletin and we send i

*

to all our post offices and we direct the nost office people atl

Ps

ports of embarkebion for overseas that ralis addressced to thesa

or

agencles of the Yotteries e retuvned stamped "Lottery Matorialg

Fraudolent.™ And then we feoel vwo are doing what we can to pre-
tect the public fron the forelign lotteries.

DR. ALLLN: Co you intercept these lottery tickobs

B

or conflse cate the monoey?

HR. TARPLY:  Goll, in the majority of cases, the

Custams Sorvice -- with vhen we work very closely -~ they bring
to our attentioa latiery raterial that thew intercest being

brought into the ceuntry. Under their border search authoricy

thoy have the right fo look at this mail, and when thoy deter-
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of the rames of the agents and we proceed with the ntop ordorsy,

That is how we are apvrised, for the mast nart, of
the nares of the agents of the lottery. , >

DR, ALLEN: Are you, then, saying that you do nok
intercept any lottery tickets anc/or confiscate  any noney?

MR, TARPEY: In somo instances, lottery material
comes to our attention in cther ways. In those instances, we
have a precedure that we follow where ¢ o Lo cours and ch-
tain 4 scarch and sedaure warrant o selze and confiscute tha
mxterial, :

In some dnztinces lottary beoks, for exannle. Thay

are rather bulky and in a light envelope. Thoy tear vp in our
éatvetliﬂg machines and postal enployres hecore auware 0of the
£act that they are lotteries.

In many instancos, these lotvery tickets are sepnt Lo
poanle who have Lot ashed for them. They arve unsoliclibed and
some people kocors offoended by raeceiving them. And they bring
then to our attention,

DR. ALLEN: X£ wou do conflscato any noaoy, wvhat
bappens to 1t?

MR, TARPLY: Vo don't conflsasnte any nonew at ail,
What wo do, we stop the mall from going out ¢f the eosurtry asd
we roturn 1t wo tha sender intact without oponing it

DR. ALLENX: Urat happens to the sonder?

e is in wiolation of &he otatube too, isn't he?
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person who sent money on the grounds that he may

118

Doesn't it c¢over that?

MR. TARPEY: I would say that the scnder is in

.

technical violation of the law in that he is making a railing

that is in violation of 1302. Buk, we feel thut our enforcemeon

of the law should be direccted to those people who are proZiting
by the lottery, rather :than those pecople who mav be considered

to be victims of the lolteries. We consider the sender of
lottery funds a vichtim,

DR. ALLEN: las the Department ever been sued by a

have bcen a
winner?

iR. TARPEY: Yot that I know cf. .
CHATIRMU MORIH:A tir. Ritchie?

MR. RITCHIE: Thank ycu,

I take it in your discussions with directors ¢f the

state lotteries, you have brought o their attention the obviou

results of the mail coverage oi- their subscription or ticket

claims; is that ccerect?
MR, TARPEY: e haven't had any mail coverage,
HR. RITCHIE: Your review or the mails received, the

survey of the materials you received which reflected some in

~- 1in onc lottexy, 70 percent of the 804 letters hearing out-
of-state postnarks.

JIRL. TARPLY: Y dontt know that that was discussed

the state officials.
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HR. RITCHIE: My problem is in terms of the impact
of ‘those types of statistics upﬁn the ohligations ;f the Postal
Service.  Have you éivcn any thought to the amount of additiann
manpower and rescurces it would reguire the Postal Service to
employ to cnforce 1304 against thc state-operated lokteries if
you chose to go fthrouch confiscations, prosccution, et cetera.

1%, TARPEY: ‘No, we really haven't considcred that.

MR, RITCHIE: Have you officially derived what you
believe to bz Congress' intent regarding Soction 13042 Is it
to eliminate-lotteries, be they legal or illegal state operatio

#iR. TARPEY:  I'm not familiayr with that statute.

MR. DAVIS: T thipk the legislative history -- it's
1202, I believe.

MR. RITCHIE: I'm sure, 1302,

MR, DAVIS: At the time the Congress enacted the
statute, it was intended to denw use of the mails to a siate~
operated lottery that was lawful within that state. The lash
34 years, the Congress has had presented to it, T dcoun't know

how many bills, that would change that result.

It hasn't chosen to change it. You might argue from

that with, I think, moderate validity, that that cxpresses a
Congrcssidnal intent not to change the law. Ve have the law
still on the books. -

MR, RITCHIL: If 1302 was designed and intended to

eliminate lotteries, then can you give this Conmission the

B L e e ]
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statistical utilization of the Postal Service resources to
accemplish that intent?
MR. DAVIS: T don't think it was designed to elimi-

nate lotteries. I think it was designad to deny the mails to

the promotion of lotteries. As to how many postal personnel

are used in enforcing this, I can't say.

It is not -~ the enforcement of the lottery statute
is not the soul or indeed, isn't the primary function of any
single postal employee. Postal employees devote their time to
thilis statute'and they devote éheir time to many other ‘things.

In my office, we devote a moderate amount of time to the enforc

ment of the statute.

S

y-4

MR. RITCHIﬁ: Tould you view your enforcement affort
as more an advisory capacity to ths state operations as opposed
to an enforcement capacity at this point?

MR. TARPEY: No. We are investigating with the view
of determining fucts for prosecution, if that is considered
appropriate by the United States Attorney.

MR, RITCHIE: I have no further questions,

CHAIRMAN MORIN: HMr., Coleman?

MR. COLEMAN: What sort of time or percentage of
work ¢o yeu spend on this? It would appear not tpibc -~ it
would be a minimal amount?
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cam 29 V|| directly with our efforts in the lottery field. Ve do have
2|| statistics which ws maintain’of work hours and caseload. e
) 3 have it brokép down into a broader group. All cur lottery vosk
i 41 is included witﬁ tae fraud cases. This includes all of the
5| violations of 3005 and thae 1302,
. 6 Wle use a total of about 15 percernt of our manpowar
7 for thosec.
8 Now, in the area of F. cases, ¥raud cases, we inves-
9 tigate in excess of 11,000 cases a year and we investigate
é 101 about 200 lottery cases, uvwier Section 1302. On that hasis, it
§ 11l is about 2 percent of 15 perzent, which would ke a minimal
é 12 amount of cffort and time‘on our part.
? { 13 ‘ MR, COLEMAM: Thanlk you.
14 CEAIRMAY MORIN: I get a picture hore of a statute
15 that was passced to cure an 311 which is not present in state
; 16)] lotteries. I don't see that there is any great urgcacy felt
; 17 én the part of the Justice Department to enforce it. I think
5
é 18 we‘sympathizc with the posiition of the Posital Service.
é 19 Thank you very much for coming.
M .
; 20 MR. TARPEY: Thank you.
r 21 CIAIRNAN MORIN: The hearing will stand adjournea.
i .
;’ ( 221 7The next hearing of the Commission is con July 24th.
: 23 {(Wherevpon, at 4:C0 o;clock‘p.m., the hearing w;s
; 24y adjourned to reconveng on July 24th, 1974.)
{ AcesFederol Reporters, Inc. »
' ' 25 . T
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STATEMENT - » )
OF ‘
ASS.3TANT CUIEF INSPIECTOR JOHN D. TARPEY
UNIIED STAILS POSTAL INSPECTION SERVICE
; BEFORE
COMMISSION ON THE REVIEW OF THE
NATIONAL POLICY  TOWARD GAMBLING

" June 26, 1974
I am grateful for the invitation to appecar today before this
Commission and I welcome the oppertunity te review with you the
experience of the Postal Inspection Service in enforcing the

postal laws concerning the transmittal in the mails of lottexy

' materials and information.

In 1745, at Philadelphia,'Benjamin Franklin, at the time

Assistant Pee«i..aster General in the Britich colonial postal

‘
* -

systom, and .- ter to be named the first Postmaster General of

the United States, sponsored a lottery!

o

Mr. Franklin, the nature of whose dutics is so closecly identified
with some of the duties of the Postal Inspection Scrvice of today

as to earn | {. ‘the place of the First Postal Inspector, of couxrse

did nothing ..-tegal. In lending his support to this effort to

raise funds to fortify the city against a feared French assault,

his aclion h. ! the approval of the governor and of tihe

<

Philadelphia Csuncil, = It was, {urtherrere, consistent with the

-
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nmanner ih which funds for legitimate and praiscworthy puipo&es
were raised at the tine-'- including the construction of sume of

our oldest and most prestigious colleges and universities.

From the arxival of the first English settlers in America - some
of whose scttlements were financed by lotterics in England - to

the time of the American Revolution there were xcportedly 158

.

lotteries conducted under license in the several colunies -

"lcga}" lotteries. There weye probably as many more conducted
on a smallier, local scale without benefit of liccnse.

P
lottexries were by most people considered }cgitinate and
respectable, and public works - bxidges, roads, streccts, public

buildings, and churches - were financed by lottexies. :

Lotteries proliferated after the American Revolution, as our
young rwepublic Qrew and expanded and had‘necd to finance public
scrvices and facilities. From 1790 to the Civil Wazr, 1 have
xead, 47 colleges, 300 other Echools, and 200 church-aroups wexe
the beneficiaries of lotterics, as well as many municipal, civic

and fraternal bodics.

We have no records of the perxiod to xefer to, but I an cextain
that the United States mails wexe uscd to transpori lottery
information and materials for many -~ 3if not all - thesc lotterices.

e

-l

-
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. . By 1840, however, the attitude toward lotterics was changing.
They had been outlhpcd in Englend in 1826. In the United States,

.- more and more, pcrcép;ivc citizcns were troubled at seecing hou

s ) ; lotteries promoted gambling, with its attendant evils, and we:e

encouraged to use their voices and their influence .in opposition

to them., 1In 1840, 12 of 1ihe then 26 states had laws against

lotteries, with the trend xunring against lotteries in many of

’ .

the other states.

N In 1842 Congress banned lottery ticket sales in the District of
. Columbia, possibly the first Federal Govermment action in
: restriction of lotterics, although in 1827 the first federal act
b dealing wiyh lotteries had foxbade pcstméstexs from acting as

.

agents for the sale of lottexy tickets,

.

»
.

; By thckhime 1he Civil War began, only three states had not bannied

R cawere ..

lotteries. In 18G5 the 29th Congress failed to pass legislation

: ' implementing 2 suggestion thatl the Postmaster-General deny usce of

“aze

-the mails to lotteries. On July 27, 1808, however, the 40th
: : Congress enactdd legislation declaxing:

..

"That it shall not be lawful to‘dcposit in a post office,
) ‘ ‘ ‘to be sent by nail, any le:teis ox circulars conccrn&ng
e ; ' lotteries, so-called gift concerts, ,or other sipilax
cntcxpxiSQS»qffering prizes of ahy kind on any protest

whatever.? : . .

. w3~

M
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Mr, Farnéworth, the louse minager of the bill, in reporting it
out, noted that the llouse conferces had stricken a Scnate
amendment authorizing postnasters to remove from the mails tnd
forward to the Dead Letter Offiéc icttcrs ox circulars su ._cted

of containing lottery material. It was considered unwise to

give postmasters this extraordinary power to be excrcised upon

On June 8, 1872 Congress made it”illegal to mail letters or
circulars concerning "illegal' lotteries. On July 12, 1876,
Just four y~-.s later, the word "illegal® wa§ removed from the
statute, and the law was madr applicable to all lotteries,
incfhding the so-called "legal” lotterics - those, that is, not

prohibited by state laws.
At this tlime the largest lottery operation in the United States
was the Jouisiana Lottery. Chaztered by the State of Louisiana
in 1868 for a period of twenty-five years, from July 1, 1869, iz

was widely believed at the time that the chartexr had been

i
¢!

obtained by bribery and corruption. With 12 drawings a year,

was cstimated that the annual incone of the lottery was

&

approximately $23 million; with net profits somewhere between

and $10 million, ’ .

"
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No wonddr, then, that wheon tdime cwme for renewal of the lottery

»

chaxrtex, the lottery company made to the Louisiana legislatuxe

tan offer it couldn't refusc," It was proposcd that the lottory
would pay, during the life of the proposcd contract, $21 million °*
at the rate of $1,250,000 peor year - $350,000 of it for the

public schools of the state, $350,000 for levee construciion and

maintenance, $80,C00 to the state hospitals, $40,000 for the

‘state insanc asylums, $25,000 for the dcaf, dumb and blind, $5,000

for thz state Soldicrs! Home, $50,000 toward pensions for disabled

. - .

Confederate veterans, $100,000 to the city of Mew Orleans fox
drainage and sanitary purposes, and $250,000 to the general fund

of the state., The governor vetoed the chart¢r renewal

legislation, but it became law over his veto,

‘On September 19, 1890 Congress passced the Anti-Lottery Act,

.

barring all lottery materials from the mails; prohibiting th-
'sending of checks, drafis and moncy orders for purchases of
tickets, and prohibiting the mailing orX letters containing lottexry
advextisencents. Violatién of the law was punishabic not ornly by a
$500 fine, as in the 1876 law, but by imprisonment for a yoar,

.

The lzw now had teeth in it.

Two and a half{ months before passage of the Anti-Lotiery Act,
the Lrustration of the Postal Sexvice had been expressed by

5-
~5..

O

o v
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Postlmasticxr General Wanamsker in a June 28, 1890 lctter to the
President of the United States. Summing up, Mr. Wananaker
said: . .

"With all the admitted cvils within and without the Postal

Departiaent, resulting from this nefarious traffic, I i as

ihe head of this Department, powerless to act. It is

indeced a hpmiliating position, subjeccting me to the

1
suspicion of law abiding citizens that your Postmaster

Genexal is ignerant of, indifferent to, or wilfully

evading the law when he is without authority undew
existing statutes to exclude this matter from the mails,
It is even morxe humiliating to contenmplate that the catire
» Post Office Department 1s, in point of fact, the principal
agent of the lLopuisiana State Lottery Cempony, and that

covery extension of the postal systen spreads the hurtful

power and influence of that company.™

The effect of the Anti-Lottery Law was imnediate and draatic.

In the first ten days of September 1890 ~ just before passage of
the Act on Septenber 12th - the New Crleans post cifice deliverod
30,000 letters to the Louiéiana Lottery; in tcn;days in July 1801,
the lotterv received 534, In the ten gaﬁs in Scptenber, 8,46;
registered lettcgs were received; in Juixf dl. In Scptenber
ﬁﬁney oxrders to the anount of $1,0695,98 ahd poﬁtal noies inothoe
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mnount of $8,275,80 were paid t¢’ the Lottony acent;  In July the

. . 5

5 - * p
paynents were $93.00 and $209.18. ) . ;
The Postal Inspection Sexvice wasted no %ine in enforcing the : E
law. JXmmediately ofter its passage Chiced Postal Inspector E. E

G, Rathbone had dispatched Pestal Inspeciosr William T. Sullivan
of the St. Louis Pivision to New Orleuns to supervise enforcorent
there, On Rovember 1st the Austin, Texas, Division of the *

Inwpection Service was activated ond within the month the

nowly-appointed  Inspeetor in Charge, Geozge Co Moaynaxd, visited

-
.
. .

» 2 > - . 3 . x
Rew Oxleans, now within his jurisdiction, ilo personalily cbsoerve : ;
cifoxconent operxations there, hoztily afterwuards he moved his ]
headquartexs from Austin to New Oxleans., . o]

A -

. Postal Inspector Sullivan made the £irst arzest Jor violation of
ithe Anti-Lottiery Statule on Noverber 5, 1890, bui prosccution wis
declined by the United States Attorney.

-

That same month a Postal Inspecior &t llousion, Taxss, had reacaad

the point in hig investigation of the local agent of the lotticxy

-

where he felt he had sufficilent evidence sor prosccition - only ' B

to have the evidlence destroyad by the Assistant Posinaster at

Austin., The Assistint Postmaster was disnisscod for insuberdinazlicon, g
. tha PPostal JInspecior staxied all aver again, ond in February L2l 3
. . . i
‘ R . : ty . 1
1he lottiery acont was indiected, subscquentily pleading guiliy. .
-7- § ;
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Vigorous enlsxcement of the statutle continued, From the date

of dits passi ¢, Septomsber 19, 1620, to the end of the fiscal

~5,y

‘year, Junc I, 1891, there were 152 arrests by Postal Inspectors

75 dndictmenis and 50 convictions, From July 1, 1891 to

v

Octoberxr 22, 1091, a peried of just over three months, there were
49 arrests, 578 indiciments and 3 convictions. The relatively

small number of convictions within this peslod is due, I am sure,

-

to the normal time lag between indictment and trial and conviction.

In his Annunm Report to the President of the United States,
Postmaster Genexral Winoaaker, on Dcccmbcx 5, 1892, said: "Thexe

is little doubt that, so £fax as the mails are concexrned, the
+
business of the Lottery companies has practically ceased, though

.

resort is Wl of course, to private carxxiers.”

L3

Statistics U=ar this ous, In 1892 ihe Inspection Scrvicc received
for investigriion as possible violations of Scction 3S.w of ihe
Rovised Staiutes, which the Anti-lLottery Act of 1800 had becone, =
and froum which is derived our current Scction 1202 of Title 18 oX
 >the Unlth ::,c9 Code, -~ a total of ?:Clgascs."In 1892, 3% Ir ~4J 

ordcra were issucd p:az biting the dciiuc:y of mail natter o0

ccrta;n adolv SO0 f'ah;cn 13 wexe dlzccted at Lnutcvy o%e- :;n“s.

i
In l893; 3lﬁu, the Irs; ion Sorvice c10~~d J4 cases bagcd u;

Ry .
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cormplaints against lotiecxy operators, We do not know the total

nunber of complaints recrived,

Sg‘

T
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R
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The next year, 1894, the nuaber of Jraud exders fzzucd increased
to 223, dirccted against 187 schames, many of thei against ;
K
so-calleod "bond investing conpanics; ¥ a cwnouflage contzived by :
clever opcrét&:* to disguise a léttc:y, This laroe inezease in :
Lfroud oxders was the rosult of the coring into existence of : %

hundreds of snall lotuiexies secking to £ill the void left wher

. §
) the Louisiana Ldttery ceased usc of the mails in 1892, é
) 2 '

The Postmaster Genezal, ip his report to the President this year,
2 . ) 4 3
1804, noted ibkat thoeze nad also Deen an influx dnte the United

States of Jottozry material from lotteries opevated abrond, chicily

.

in fuxope, Mexico and Central America. With other nations of thoe
world holding a more tolerant vicw of letterias than that of the
United States and Great Britian, there was litile cooperation in

.

_any attempt 1o Keep lotiery material out of the international

S G O s R

siadls entering the United States.

»

To the oxient that it was able undey the law, the Ingpection

Scrvice onforesd the law against foreign lotieries, and not

without somo succoss. In April 162L Posial Inzpectors at Hl faso, ;
: E
* A . . 3
Towas, had arrosted ibie Preasdent of the Juaresz, Nexico, Lotloxy x
. - E . 5 i
. s FUE [N
N “ A
: i
L
' ' !
’ . 4
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Company, v 1ch was flocding the United States mails with lottexy
saterials, vhen he very umslsely cressed the border to maix, in
El Paso, hi, lottery circulaxs to addressees in the United States.
He wasz txyi%g to save the diffcerence beiveen the five ¢cont perx
item Mexicas internativ 11 rate and the three cont United States
domestic rate.

. .
Subscequently a sceond officor of the Juares lottery wes arxested,
A total of 550 indicusenis was returned asaitsot o Jottery
company and i£5 officers, but praosccutien dragged on until
February 1892, That month Undted States supranme Couzt cecialans
in 1w test cases, sustaining the anti-lottery lows, followed by
the collﬁ'a &1 the Lauisiata bottery, councd the defendants to

*

pload guily, .

in 3693, alsa, thare passed in iho Senate, but falled of passage

15 the Houze, an atlcspl to have the Anti-Latiery Act oL 1890

o
e
&
Py
i
t
$hd
L]
”

extomded to poriit the Po Zenozad to issue ondirs to

return o the sondesg all Sirst class neil under seall addressod
16 Iotteory ¢ opanigolh. Thcn, as now, of cource, £irssd class nslil
-~ . )

3

culd net be cponed withoat & waxvant.

»

-

In 1096 the tont Office Depryizent fgaued, 193 fraud ozdens,
forbidding the delivery of sall matter and paysont of moeney

»

Sexders to parsics aad carporations found to Lo gpoerd ey

w2

lotiery

10~
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or fraudulent schemes through the mails. 41 of the fraud orvders
were against the so-called bond invesiment companies, 16 against
avowed lOttOIiCS‘and 10 against’mi§ccllancous operations held to
be, in fact, lottexies. This same ycar the Postmaster-General
reporxted:

"The headquartexrs of all orxr nearly all of the avowed

lottery concerns has been removed to JIoreign shores,

and while the Post Office Establishment cf the United

States refuses te carry mail addressed to them, it is

'thought much mail matter sent by them reaches the

addressces in this country through the mails, which

the Dopaxrtment p}actically has no power to prevent,

and that e¥press companies,. notwithstanding the

stringent provisions of the Act of March 2, 1895 (28

Stat L, 963) carxy correspondence and laxge sums of

nmonecy from oux pecople. to thein.

“This Department has no power or jurisdiction -to
enforce that part of the act above cited which
prohibits intcxnatiOﬁal mail and interstate carriers
: from tfansporting lottery matiexr frat. forc?gn
countrices into this country, ox Lxom onc State to
anothex, and uniﬁss the exccution of the law lte nade

mandatory on some Department or oifice its provisions

. -)1-
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will be of little avail in the sﬁpprcssicn ol the

lottery trafiic.?
Mexico and Honduras werc the favorite locations of foreign
lotteries aimed at the United States at this time. The Louisiana
l.ottexy tricd operating from Honduras fox some f{ow years after

abandonment of .its operation in Loulsiana.

In 1897 the Post Officc Department issucd 244 fraud oxders, 24 of
them against ggnd investing schemes, 27 against miscellancous
lotterids. In 1898, 62 fraud oxders werc issucd, only 5 againsg
lottexries, In 1899 the PPost Office Law Departmont isstved 336
original opinions on lottexry schemes of various kinds, with 99

.

Lfraud orders issued, but only 9 asainst lotteries.

In 1900, 84 fraud oxdexs wvere issuecd, There were 26 against
foreign lotteries, none against domestic lotteries. The next
year, 1901, saw 15 fraud orders issued against foreign lotteries,
but only 4 aéainst domestic lotilexies, and the Posimaster-Generalts
Annmual Report had this comment:

.

%, ... 3t scems propexr to state that the enforcenent

of the law concerning lottexies and frauds has boen
so faithfully and vigorously conducted that thexe is
no onger within the limits of the United States a

. .‘12_ .
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regularly oxganized or chartered lottery doing

business through the mails. .

¢« o
.

" . « « There may be, and doubtless are, sonc
concexns that transact limited business Ly the
aid of messengers, but it can be positively stated

that they do not use the mails, unless it is 1o a

limited extont undey sealed comunnications, which

~there is no possible means o lawfully detecting,

cxcept by the merest aceidents.®

&

Our statistical recnorting fox much of the pcriod‘from the turn
of the century until the time we began computerxizing ~ar xczoxrds
is incomplete with respect to lottery: information, which
frequently was included with information about fraudulent non-~
Jottexy schemes using the mails.  The records do, however,
reflect a steady increase in the numéer of {raud oxders dirccied
against foreign lotteries and a fairly constant, much lesser
‘nuaber of fraud ordexs against domestic lottericas.
In the carly 1930's - and continuing to some oxtént to the
presant - the United States was Llooded with lottery material
and tickets from the Irish Swecpstales, as well as a smaller
amount of matciial Irori Cubian, Mexican aéd other Caribbean

.

lotteries.  Miliicns of Ixrish Sweepstukes tickels were

I

=13~
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confiscated ento.ing the Cnited £iates, and Lraud orders were

issucd against f. reign addressees as soon as they were identisied
as xeceiving agents for remittances from the United States.

. .

In 1932, fox exw:wple, a lottery promotion began -which usad a Ligh

powered radio station on the Mexican border to broadcast lottexry

'announccmcnts daily. Listeners in the Unii~-d States were
solicited to mail their money to persons identified in the radio
broidcasts, ?hc Post Office Pepartment, of coursc, issued a
fraud orxder ageinst cach name as it was announced, and, althouch
the names weére changed freqguently, remittances estimated as

amounting to thousands of dollars wexre prevented from reaching
the lottery operators, several of whom were subsequently arxested,

convicted and i~s f.ioned.

-

The New Hampshirs Lotlery in 1964, and the seven state lotteries

which have followad, have not changed the position of the
Thnspection Service with respect to the enforcement of the laws

agailnst use of the_mails by lotteries.

-
* Tt e

- L e N N
) - .
WU 2 .l._) .
& .S

In 1965 the Pustal Inspection Scrvice investigated 283 cases of

S e

allceged use of th~ mails by lotteries. 3247 promotions were

discontinued, ld persons weXe arrcstgd,;li individuals were

convicted.,  In 1974, through March 20, thoere were 173

investigationg, 32. promotions dizcon:inuvﬂ, Y arzest and L

-14-
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conviction. 1In the years between, lottery investigations
decreasced gradually, but there have ncover bécn lcsé than 200
investigations in any year. The relationship between the
increase in the legal loctery operations and the gradual decrease

in illecgal Yotlinxry investigations during this pexiod is only

~conjectural.,

Some of these investigations werxe of operaticns of the so-called
Mlegal lotteries.! We hiave consistently consulticd with the
Depaxtment of Justice on the matter of prosccution for use of

the 1ails by these legal lotteries. We have twice formally
presented cases 1o United States Attorneys - once in Michigan and
oncé in Massachusetts - both in 1973. 7The Unitied States Attorncy
in Michigan declined prosccution; the United States Attorney in

Massachusetts has not yet indicated his intention to prosccute

ox nhol to prosccute. .

vie have, moreover, on two occasions, nade infornal presentations
to United States Attorneys - once in New Hampehire and once in
Pennsylvania; both advised us of their intent not to prosecute.

»
.

In October 1973, the Department of Justice requesied the Postal
Inspection Service to provide positive information about the use
of the mails by State-operxated lottleries. I dirxected that the

~15-

.
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appropriite operating official of each State-operated lottexry be
contacfcd by a Pos%al Inspectox, asked if he was aware of the
restraints on the usb of the mails by lotteries impesed Ly
Section 1302 of Title 18 of ‘the United States Code, an; asked
what, if any, effort was nade to avoid violation of the Statutc.
In cveory instance but 6ne, our inquiries indicated to us that
there was some use of the mails ig the lottery operation. In
the usual casc the operating official di;avowcd any intent to
violate the Stﬁtutc, but interprected it in a manner to permit
sone usc' of the maile in the lottery operation,

-
For our own information we causcd mail counts to be mase of tho

mail-received by the headquuarters of three State-operated-
lotteries in a lwo-~day period in"March of this year., Only first

class and a2irx mail was counted and, as Jforbidden Ly law, none of
3 ¥

the mail could - or was - opened to ascertain its content. In

the case of one lottery, however, because specially prepared

mailer cnvelopes were used in applying for scason subscription
tickets, and a pre-addressed. standard envelope used in claining
prizes, we were able to identify 903 subscriptionh requests for

subscripticen tickets and 2,755 clains JYor prizes won. -

- =16~
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In the ot.er two lotteries, 238 letters and 804 letters,
respectin ly, were reccived., Of the 004 leiters gounted in the
casc of it.» one lottexry 70 peor cent bore out-of-state postmarks,

- Lxom just about cvexry State in the United States.

Thank you fox your time and attentiont!

-

-)Tw
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Mro Chajrman, my nmne is Willimna V. Clu\'cl:;nd, anad T P
am an Assigiant Dirvector in charge of tha Spreinl Investisntive ~~.~:':w:.:.
TFedaral Burenn of n\cstw'\hon.

Beeauge cur expzrionee over {he yeors s shewn thai
profensiondl gmliling forms tae baciibone of organized crime in this
'c'o\mh‘y, we anpr éc e the oprerteniiy to appaar Lefore you today nid
present lestimony regm. ob g tais cliien misundorsicod field, .

- Lo Beginavitly, bytway of huchiground, 12t me explain that
{he 1B has not always hnd jarisdiciion over gembling g viointions, Asa -
watic s of fact, we had no jurisdiedion whitsoaver, to ) ak of, pric: o
Soptembior, 10061, o' o T ouress coacled throe sialules banaing inizremie
ir‘.ru::’r stien in ,\i of JLhicteerian, nfcrsiate transporiation of ".'.':-\x.'.::.':;:::
paraphivrnalin, and inloretnte transmission of wagdring informaticn,
Prior {o ikt {ime, mosi gimbling invesligaticns in the Uniled Slato s wers
limited to the Iloc:’.l, county, or sinle levels |

Thz.neob o;wq stemming from such sitmiian were nudvinln,

b . Tte .. :
When o largr o0 T.0 w3 . araledneress sinte--nnd :Zimeii:::c fnerniiiiniie-

o N TR e e

. .
- Y : X e LN gy e 1 we 2 - & 2
bouwdaries, foeal nganeivs were vnabie W oxercize comprohensive orneri il

. Al E R
eyt T toyie pasef o Tl TE o i e S { -t aron h g e "‘Qiq" ) Sarna
of ‘:n_.gh.l.-_“ ouisida {hoir ovn anmedinio areas. Inotazr msianens, fooe
B . * . .
) T : iyn ta S gms e . 33 Ts A en § msers
deparline: 1{5 it (hy exroriznesg porocenel nor (G2 anboestony
. -
.
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facililies lo handle complex g?::mbling; wastizations. And ia oihior cRses,

honest, compe olent officers in one commun ity fowsd their efforts thwo:

~

'.
s

by dishonest or incompetent associa{c: in '11*0 her stale or conmmuily.,

Ieogislative Sludics

Faced with these circumsiances, various Cengressicnal :
groups have conducted organized erine hearings during the past quarier
of a century, including the two Conale bodies knowa popularly as the -

Wefauver Commilice and the ZicClelian Commiuee. In addilion, {he

President's Commission on Law Enforcement and Administration of Justies

was copvened and pulblis 2. ¢ o 1957 study captioned nTan\‘ Yorce Nerort:
Organized Crime, " : | ’

The findings of ihdse diverse groups werce most informative

and enlighlening (ranging as they did from 1nbor rackeleering and naresiics

{rafficking to hoodhwn infiliratien of le"xt.::::’.h busi:xc.,.,), put Lhe one

comimest stroin running throuzh mest of them was that gnmbling 1::1'11.:‘u3f-¢.

>

the rest of the undorworld's cipire and "Lt iegislative, judicial, and

O
u2

potice corruptizn were an almest inevilable censequence of allowing 2

-

gambling Lo op tc unch nc!:.:d Eu ...w Ic‘.ﬁxh of hme.

' Infact, e Ssocind (.": snnte) Conumiitee to Wvestinate Orannined

“Crime in Infersinte Commerce announced 25 i back as 19051 that {ha

s oz § s % ke e e n
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"most shocliing revelations' i had wncoveresd danlt ».’J"h the "extent ¢of :
b officinl corruption and ceantvancee i facililaling and promoting orponized
crime. ' Afler citing bwo enzeifin ins%ancc;ﬁ Hwhich local bhookimalioes
1
were payiag off corrupt police officers--al the ride of $132,000 o moenih 4
in onz eity and more than $£3, 000 a month i anothor--ike Commitic “
concluded that Iaw enforcement itself hosd "broken dovwn" in many of {ho
connmunitics visited, . . §
i
Tcn years later, affer {he Sanale Pormancnt Subcomiiizze 1
on Inves ,fo,,.hm Leard o wilness estimale tind approxfmalely §750,0030, 27
;
was being spont annually by American guimblore lo ;:.".;} off dichonest uolice ;
- H
’ cfficinls, Cougress {;:t\'é ihe PRI its fivst major jurisciction in the ;
organized crime field with the previously mentiened sintuios, ‘
Barly Ffiorte :
Before {hat, “our efforts in this nrea had baen restricted o
ra‘:::iom ingiances waen vaderworld {imures violaled some speclfic zintvfe ,
: i
) over which we had jurisdiction, such os hose 2imed ut ihoils from inler-
. stale shipmenls, iatersiate Lransporioticn of sia’im preserty, andailz Jis. i
In 18435, for c.:amp!o,v ve shattered the cn iire top .-.u‘cl{shi') cx (855 i
. Sy .dn,'uc si:‘:z:&f rg in Chicngo for attomplinglo C...O“' Lrge sume of *
money from (ke metion piclure industry.  Bat these were icolate ¢ eazzs.
* ¢ B \;
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volving individeal subjecis, and ¢id not lend thomeoelves to a coardinnied,
continuing campuign lo eradicaie the evil of orgmized erime as a wheln,

TForlwately, the receni Jegisiation has done miwceh fo ren.cdy

this sitvation, To date, I3 wvectizdions widar the three 1601 assy

LS

¢

have resulled inmore thon 1,800 convictions and some §2, 003,000 % fies

Among these sentenced (o prison were such nativanl Syndienfe leadeys as

Raymond Palriarea, of Wew Ehgland; Samuzl Itizzo DeCavaleante, of

Elizabeth, New Jersey; Julny Dhilip Corene, of Chicago; and Antheny

Giardano, of S, Louls, plus a numbor of their ranliisg ajdas and liovionness,

Subseauent Cangresszicnal hearines dzlermined, however, 1o
£ Y
the Jaws liwiting Fecdoral efforts to inlersiate violations Jofl a big vold

-

rogarding laroe-scale Yoeal gambling rings which cily, county, o sieie

authorilies were wvwilling, or unable, {o prosccule. Asa rasull, Cinooors
enacled the Orgnnized Crime Zontrel Act of 1270, Tite VI of which

¥ . ¢ ! . PN, DICP SRR
outlaws loucal gunbling oxzrations mecling cerininmindman gpzeif,mnuisss,
The sanie title also gives the FBI jurisdiclion over any brivery of cily,

. wi PR 1. I%9s . fare Juleac sl
counly, or sizafe officials ( including prococulers, julges, or pelive ©
-, - o'y IECRI RS - 1] eielf? s 3. % 4 y X
by pargens whose aclivitiys 2l within e purviaw of the stalele. 0o i,

our investizmiions under the Orgmized Crime Conirol Act have resviud

. < ; S
SRS Y 5 3 SO

1 - gy -
d conzizeniioen v

fn over 1,600 cenvictions, sone §3, 680,600 In {ines, on
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cach, property, weapons, ond wagering parapherasba vidusd ot ounvronie o

malely $10, £00, 000,

Soe Exhibil No. 1, capiionad 'C‘““‘)] ng
Conviclions in TH1 Coses. o " fer at
antlysis of prosocutive effor £,, undar

. the 1061 and 1970 clalules,

Of the Tnws endcled by Cougross sinee 1061, onz of (e mes!

valunble int it aﬂnin t organized ceribve has Leen Tille 1T of thz
. Omufbus Crime Coniiol and Sife Sireuts ut of 1968, yideh provides Ly g
the vse of courl-approved clcclromc. urvaeillinces in {he favestimtion of
certe.n epzeilled ‘ u‘.ntién. S
. Because org.mi,cvd erima s both sticnal and lnternationtd
tancs cozm, c:in;vlo;,'s. housands of individunls inals 0;::1‘; ions, wutilize
the lafest i clectrinic conunenications sysioms, and kasn Icng-si:::z::f.:;;

repualntion for kidiing or nlimidating Live wilneeges lo s o 'i"it"»

elcctronic swmiveillances are o absoluls 1y eszen tinl weapon inthe : i

. Gc\'w;mc- 'sarsenal. As reg,m‘zi major gt :ng: rings, it is cc,:: il
. ' t!mt ‘%:f:'f ccu*d s{ng;' in by s s o weel vilhoul ex en:;m: iole ;:Ezc:::c cei-

Ilﬂ(‘iie*‘x‘“ O ':!::&g Loir li.;e iate and Yaveff og::a:zh...ns., This {s provisoly

tha Ac'x“‘* s ix i thnt Tilie T is aimedal,
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surveilkmens in T)u enges have Yed to soma 3,000 arvesis in tha comidin
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ficld, over 1,200 conviclions, and the confiscaliza of eagh, proporly,

weapsng, wagering paeaphernaliy, ond eecarnband volesd at more (.

&7,000,600C. Ta fact, of tha apprenimalely 2,700 crgmnined erbue sutfocts

I various slages of proscculivn a5 of April 1, 1974, nearly 1,700 were
arrested ns aresull of Wiformntica develerza by Installntions mada ey
{he provisions of Title 1L }!ogw:imm fimures arrested, indicfed, or

convieted sihee 1269 o eleclvonis surveillance infoarmalion ncluds cone

of the bizy

~0~

esl name the orpondzed wnderworkd, as evidancod Ly the
cane volvieg Sammuel Rio DeCovaleanie, o lop Synciende foddder §a the

Btisabethy Hlew Jorsey, area, . :
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Daspite the eficctivencres of thoge Inzialialicus, tha ¥il is

well aware of their gensilive
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presenting to the Commission {0 iy informnadioa,
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Al the rcq&.wi of the Comunission, we have conducied o

gurvey of all {izld olitces wilh vesuiet fo the numbor and tepe of Feara

grumbliag Investizntions Laltinted by the FDI Curing the poricd Jomerry

19GG, through Deceomber 31, Aﬁw.

13
*

This survey dis Glﬁ"a':' g ihnl e tolol of 5,650 cnros (Invedeiag

0, 213 individunisy wore breeslipnlod by Durong Seonts, with 742 beion

A o u.“‘,
"

closad for miltre (o moel the cleweeis of e stotules, Of G romntingdes

AR AL e

ese oy Lan 4 XY D . 4 .. g bl
proscoution was declined fy 4, 137 cases by Sivihe Foreeo or Cailed Dlnlog
*
Altneneyz, 83 cages wore no-bilied by Federid Grand Juries, oad 703
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resulticd in ndictimonts,
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With respaet to {bls surady, bro s sn.; thal Dwould e o

cadl Lo your atlention are thate (1} it foreenin
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of the Comsission, danot
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the cases closed, Cagiined, or no-hillew word not cumpleie logses, ginc:

1 %18 of thom v:*:z-é reforred (o loonl nuthorilize for prorvculive cenridnsiiiin,

Dronhine dovrn tho casos *"E:ﬁrm Gichnonix mcrnt.. e
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that 454 did nel.  Furtherrore, the 240 'Lille JII cases fnvolved 2, 523

- u, !

subjecls, as coatrasted with 2,227 in nea- l“ le Il cases, On the oibor

hand, ceaviclions in non-Title I cases have exceedad Title I conviclions
1,337 to 1,210 during the poricd of the study )“c > anumbeyr of the

latter cases were baing hield in abzyance pending a Supreme Court
ccc sion rcg?lcmw the issue of avihorization si-zriwres on Tifle 117 .
applications. .

Of the'total number of cnr;'\.s‘ where mdiclonts wore refurned,
{he major type of cambiing wag fo wd {o be sports bookmaking (837 cut of
724 cases), with horse bookmaking in secona place (221 eases). Tha
latter figure, however, represouis a partinl duplicaiion of the firsl figvre
sin.ce a number of the operalions raided tandled both sporic and horse
booiumaking, MNumbers rings accounted for 107 of t

.
W@ casges, and casino-

typ2 pumbling tolaled 118, Falling in {he miscelluncous entegory, wiih

o-.u
v

.

14 cases, were such aciivitics as punchbonrds, tip cheels, 2wl s
As rvegards casino- Lype '\m""hc“s it is interesting to note Lt our oifices
report the naticnwicde progsure on those csiablishrmen is has s just about

complelely drivern hzm wderground, and that there is practically o anin.

ilegal cazino sambling in the Uniled Slales ot the pregent time. This

fncludes cuch fermorly notovicu lecniions ag

«

LR} b4 e
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JAvkiansnas, and the Noviport-Covingien aren jn nerthorn ieniuceny,

.
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Scope of the Trodblem

sre

O the whole, major gambling invesligalions are extremely
complex in nidure. They consume *.i'mc, nanpa*.er, and malerial |
rescurces in almost unprcccuomcd c;.u:mtmes. They are difiicult {o
prove.  They require experiige in the nuances of the trad des And the lognd

maneuvers encountered in 4 single case--sp2arheadad by the highost
priced aclense {alent available--may c irag on lilerally for months and

yeass,

Typical of the cifort required in one of these nvestigatic:
was the 1987 convirtion of internelional g ﬂ)lmf* {figure Gilberl Lee
. .

Beckley and two of his asgocinwes in the United Steles District Court ot

S s s im0 ¢

Miami for violating the Infersiate Transporiction in Aid of Rac! clf' oring

Statute,  All {hree were sentenced 1o subsinnliad prison termms, with

Beckley receiving o {oial of ten yoors, Befare those cenviclions cotld b2
2 o

it had been nocozsary :

recordad, however, or {1"‘ case even {ahion to {xin],

for our Acents {o analyuze thousands of leiophone calls 1"<:...1 all ovar ihn :

S 3 ! :

comﬂry and parts of Canada dealing with {ha disgominalion of line éala
s )

by Deckley and other leading .1'“\(."3: npere, ' .

-
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UNalienn) Gambdling Comnuuicalions .
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The following year, Join Roselli, & nolorious Syndicule

rackefeer on the west coast, was convieled and senienced to prisen nfior

the longest Federal criminal {rinl in Los Angeles history.  Subsccucnily,

il

mvesligntion conducled n the Nozeill gunbling cnse 12d to the 1472
conviction of Anthony Giardano, 1‘:1::‘\mf; Syndicate leacer n the . Louis,
IMissouri, arca, and two "caplains' from the Rziroit area,

Sec Ruxhibit No, 5, captioned
"Jo}m Roselii Case™

-

LLven moré rceently, our.‘Iov.' York office, has advised that
ong of its current gambling i:‘.‘.'e::lia:.‘aiioivs has entailed the vuse of 20
Agents for an entive vear. Unfortunately, the litigation in this mailer
has not T:-ccx{ 51111;;' esolved yet, sowe are wmble to sny what the en.:}

resulls in‘that case il be.

pu

Dissemination Program

Needless lo say, not every gxmbling investizntion leads lo

prosecution in Fedzral court. St ny qu not oven qualily wndor tho Fedora

frs meegem

T
Bl To zere

. 3 \.
Al

slatutes, or cloc do ot [n1] within the jurisd

that information tiws doveloped realizes its full polentinl, however,

Burcau has institnted @ fieldwida disgeminnlion program aimed at fer-
warding such daiafo ha aparaprinis agonTy ap orapidly os poasivlo

-

- 30 -



o et St e e yamn s s

R R T PSR

The resull has been that, during H 2 past six years, ofloyr

IFecderal, sintz, and Jocnl 1?’..’ nforcen 1crt agencies have utilized

information ohinined from ihe FBI to make some 20,000 cambling nrrost
and confiscile over §8, 000,000 worth of cash, property, weapons, and

wagering paraphernalia,

See Io: hmx No. § and 7, captioned

"Numbzcr of Gambling ..1“'""15 WL ’
and "Valve of Cash, Propariv, Weatons,
and Wagering Paraphernalin Confiscenr d .o

In adaition, Federal gambline invesdgations by our Agents
have uncovared {ax violations viiiized Ly tiwe Dilernal Revenue Service
during {he past year {o conlisedde, or ass:éss liens again 31*.—, £61,CC0
werfh of property in the Stales of Cennceciicul, Florida, G:or:‘-

Massachucelis, ilich 1L...n, ‘.nc‘ Wwashin wton,

Question of Xvalualicn

One difficulty law enforcement has encowniered in the izt

-0

against oreanized erime is that of delermining the amount of pr Ogress

bzing mada, S ’

-

Simply counting ceaviclions is net pn at!cqu:xln exiterion of

Sea e ad

) pro seculive success, innsmuch ns some subjacis go lo px‘ison for ng muih

“

T | , :
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as ten years whcro:\s,c-ihors m'm'-",c 10 cel off with a 11”‘\t {fino oid ore
albmost imn cdnlf-ly ek oxt on the streets agein, Turibermore, some

hoodlums are orsanijzatiennlly much move importint o others, and

their incarceraticn hurts the wdorwoerld congic ul..bl*' mevre than does

the climination of less important vaderlings.

Likewise, any attompt to use the "handle™ concept as a
measuring dovice quickly runs into ’*-'o stumbling blocks: (1) TFew
gources anywhere can bz found to agree en what the

of money wagered during @ given poriod) actunlly is, and (2) 1 doos)

assess {he overall U*roat a particuiar mob ficure and'his followers po

»
to socicty at large,

-

As an indication of the

vhat {he nationol "handle™ amounts {o, the
on Law Enforecemaanl and “éministralizn of Justice said thal it had

s o2

encounlered estis ntos \“11"'3:1'“1’ ‘om

as high as $€50, 000,000, 600 a year and concludod 1

Y Sen

A-i\—

way of ascerinining organized er

‘ {the Uniled States, "
bvioucly, thon, the question arises as {o how yOu ¢

chat g,

) the “h ndle " as a yardstick if you cannol gven daterming ¥

‘ o | - 12 -~

"handle™ {or amou

0L

as lnw as $7,000,050,000 a yeor

s
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s oress revenu2 from gambling &
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LD‘

the 1867 Presidoal's Commizaicn

1 "Thare is no accurnic
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probioims involved in irying {o dolormin
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L the same token, il would appear to kave a minimum
usefulness, e nif it were provably correct, since a hoodlvm's positio:

is governed by many facters other thon the size of his gambling aciiviiizs,

“The head of a Syndicate grovp controlling vast Ieansharking opeyatizis

along the New "or City \..teru onl, internationnl narcolics smugmling
rings, pvowerful labur wions capable of erippling widespread areas of
the comamunily, and a vicizus gang o professional killers sworn {o caryy

owt his every command is ccrt vindy imueh more of & threat than the

3

boolunaking activities of a siree! cl-cornay ndepanaent from a I\Im,.cst

manufncivrmyg {own, whose annunl "hindle ' may exceed by several mitliz:
. 1 3
{hat of the New Yorhker's relatively low-key numbers oz -'mc,n.

.
i,

ntellieence is the Xey

'3I experience in ihe organized crime ficld has shown

conclusively ihal the only true means of evalualing accomplishmenis is

to davelop an 1...0}11:cncc svelem aimed ot idontifving {he major uider
vorld leaders ihe scope of their activitizs, their spheres of inflvsnze,

T
Tew

R . T
wido can o esinblicling

(i

and their s L s cf income so thal o realisiic

lo determing woin tl:: “h"’"i-—""n‘“c and lo""w"\ nce coals befng ac

> B A w8 5 e
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Asan l!lt e l...\c targeted our Investirmiions to go fon
the roots of the “.J’M" tree, ratlor than tho individual branehnes, Ao
we think this:'.p'n'o:xch is a~]us:11., eficetive one,

In additica o the slendily rising conviclion rate of ey
gunbling figures, we currently have iy various singes of prosccution
more than 2,500 orgnized crime subjects on gumbling or related chnrges
(such as loanshn r;\mf;, parjury, or contcz‘npt). Particularly hard Lil lavs

»zen the upper cehelons of the S \'nr“c..‘c in New York City, MNew Eneinnd,
-
Philadeiphin, Bufialo, Chictgo, Cleveland, Dairoit, Sk Louis, Danver

and Los Angeles,

v . Beeauwr~ of this inlensifind pressure, the vndecoworld Jecder-

ship is being b. oo Cawmed, and rd:?d cus yowag mobslers at the bollem

-

of the ormuization--not Lo mention membeors of rival ginzs--are ascerting
theiv mdepandende and refusing lo obey orczars vnauestioningly ag {hzw <12

in the past,

Al the same Ume, we ore also hitling the big eriminal ooouns
in the pochic!” . .- -here it nris ahmost ng much as going to priscn,

Cosfiscnticns vndar tho Oremnized Crivve Canirol Act, o3
< ?
previously menlic "od have already cxceedad e $10, 600, G009 manin

(& vt vy et T owis B T L N e by smyed apYes [T DL
nationyticde raids & oring ong recent throemaenth poriod bhrelwe up gamitling

1‘m"<' cetimaled to have boen handling over 51,200,883, 070 a yedy -onzirs

[N

f T PP T
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at least two major boolimale ers (one in 3\'0\“. Enrland and ene in the Souih) Q
have indicated o their associzntes thal Yederal prozeculive cfforts woin
driving them i}xto ot!zcrA lines of endeavoer; :..1(1 Lo nndional Syndicale i }
figaves have [led the cCu:*.iry becavse of the inv ‘; .{r "haat" Loing ;
}

brought {o bzar on them, : ' ,
Demrnds for Legsalization | ' ) o i
When Co*xg“"ss ordered {he croaiién of this Commissicn *

the O"'-" ized Crime Control Act of 1970, cue of (e responsibililiag it .
gave you was thot of making recommaendations regnrding the possibility ’ ’ ’

o a

of lum lizing gaumb) ing.
Unforumalcly, this is a tepic which nermally ceneratos naova
heat than light and I do nol veant {o give (ke impression iy answering your

quostiens thiot (ke FBI is Injocling ite2lf inio matlers of a siricily

Jegislative nalure,

S4Y 8 .o Yo L 3 :
blic have dzaiealzd C

: . Cexlain segmoents of the press and Um puil

themeelves to a campaion aimed ot relaxing, if nol sowlly oliminnting,

a.ll res z‘ct. 1§ on gambling,. They madstain that it is & eriminal visialjen i
\"mch 1::3m~’-s no one and bv;,ws pleasure 1o many.  They :*llé_. that it ,
,pr motes grah _.".n:l corrup ’ cn b c‘,i“‘c it gives po I ¢ means of donnnding 5
cxtorlion from Lhe pinyers as well o s 2::,0;)3::3&01‘5. And ey cc:‘:c!"::ﬁ; ;
-15 - cerid #
- . T
i
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that betbing wilth a numbiors 01"1"«'1 cr boalimakeris no inore morndly
objectionable than wagering en a stele letlery or driving oul lo the nuerves!

tracit and paireaining the parimuivel windows, ‘

3

As aninvestigntive agoney of U'.c Yaderal Government, tio

ave

I’ is not in o position {o pnss 'uclc":“"‘zt e {82 moral aerzels of mutgh ahet
- t [$%

At

Mor do we inlend fo njoct curselves into the pro's and coa's of {he rovenys

benelits which would purpomcclly dcerue to the slato and Federal
govermments [rom the Lacntion of )" Hzed ghmbling, We do think, Lowevin,

{that a closer loch should Lo Lw“.czu L the "eiclimless erime™ Iabzl visich

'.t

N
s

. has been huag on grabiing by these clements secking to promole a chu
jn its elatus. .
The prople who say (hat no one iz hurl by {hage atelivitics and
that the offences are not erimes at all Lul are meorely socinl {rans .'..' t55i0nE
overlook four Lmport at factors: . i

v

{1} CGambling and viclence g0 3::11"’~ n-glove, Hoodlums

el SRUUR SR, ey . evryenytee syvepnhad 1% et le :
operaling numbars or bochumaking rings gonerally uretoct their moneuclin: ;
. 1
- I ¥ & - ;SAAy e [ - e ;e o 7. .1!.. i

by snvaqge acls of lorrorisim agTinst hese arposing thom, eilher airoclly

or diveeily. Furthormere, ihis brulnlily stoms frem e underweorid’s
all-consuming greed and dasive {o eliminafe eornpeiition, and any nilsmys

- H . - 3 . Al .
g veouid m«:m‘ wlond so eronier vicionce oy w2

"
"7

-
P
-7

e
v

al legatizing i

p:.o‘it margins bogan lo rise.

(N
-
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See nibils oo 3 and 9 for o
photooravhs 2 asiciinn wrought
Ly the d ow:::i.‘:':' 28, 1962, boambing
murcer of Yewnainen, Chio. hoodlum
Char 10:’ C.A..‘.;‘. woand Bils 1l-yoar-old
’ s00. Algo serivus!y injured in {ho
boinbing, which ropresemed more tizn
a doceade of fivhineg for ecmco! of gr‘.z:..;i::w
voand olher yachels niha ‘mz.msalozvn area
ves another of Civallaro's sous.,

See Exhibil No. 10 for o photorranh of
malerial goized duriag an FRIraid on
a major Miiovest camanting s '1:;‘*' hond-
Coquarters,  Tie juxinposilion of weapens
P, and wagering paraphsraniia sno:;!d
partially refuie (b allecntions of those
. who would hhavz the peblie Lzlieve {hat
gambling is o "wictimlcss™ ofience which
' A hurls no one

»
.

.

e s

(») Gumblinm saps the finnneinl resources of {he Nation 13 O

sy td il . . -, IZE B . P PR LTS e
with soeinl y.o obloms by cencealing wnel gunas of money from {axniion,

- .-'-n.

It 2lso C‘mm:. {he Tamily budgels of {hose leact able (o afford anyiii;

»
+

.. beyond the baye necegsities ef Mfe. . . .0 L0 oL L.

. . (3Y Gombling epowns a whole generalion of ether erimcs.

- -~ ';‘

‘Rot only deas »odr hmdﬂwcs sod v

. ».«

. "y e . N s e Iaavie . \
reotl 'xlﬁ, use threats, boalings, and murders as {eols of { cir {rndn--

- . .

bt it also Joads Lo revbories, burgleies, ana other erimes b" viellas

indzbiod {o tho wnderworld, S

oY or lin 1 59 e »
tinis to zo:,uh.m loan shariis~aulr

A A R St L s 5 TR AR T

1

IE

Yot B vl

Te R




3 peo e 7 1
ST TR L S e SV e e S et e g e

. - . AL ek vt s e %

: g e ey o eam

: N T et v e am € e o

- s At ot o ity 1 g i .

(4) GamWing crentes i corps of silent viclims enunhi §n ihe

aual fear {hat assist 13 inw cnforccmcnt S et them off from the ropvices

A L RS

: they so dasporately crave as well as morkine hem for musand ¥

-

Whepever 1 heoy poenlo @l abhout grustling being o "victinlors

wete l,, ”

crime, "I think of one highly .JL(.SM(‘. cace we hnd i RXew Yoult Cily «

couple of years fgo where amaiddle-ngad bavlendor rolibod ?\Y( ames In -

less than three months' Ume iy ordzr to pry off o slendily msounliee Lorios

dabis he hnd bievrreds Cr of & bandil shot to dLLin

Syndien {c cimbling

. in 19065 while trying Lo rob a banl and buy bis way oul fresvwsder an
b
accwmnulation of owirageeesly hieh cxmbling bitls, I those wore "viziimloss 3
1Y [TPR . 3
‘ crimc.,, T wounld Yiie o hear semoone eoplniy {hat to thess men's wives, 3
3
elp or Durt the Underverld ? ;
: 3
As the Commissicn is undoubtediy wware, thore aye (o ;
.
. . . E
schouols of theveht recarding tha cffect of leglized sumbling onmgh-~ 3
(:osttmlmclo srrations,  One offers the nol walitely proposition that )
chousevrives and olbzr previous non-Rmblers, cauelhl up in tho encifonmand
of plaving siale lolleries, mny bacome addiciod and siavt potronizing {2 ‘gﬂ
hard-core numbers and bocimnling busizerses condusled by oo Sawdiniis g
) ' and their dsezeinics,  Thy elher viewpsint nmisining thal slite letiorics R
: Cactually vndormine (he orimiand Aeaent Iy comiotiog with thom ond woliiny
\.*z}:u‘.‘i.xg u';:i::::a.":; away o tionn, :




e

FATRT TR T Al

“in concepf to the Syndicale's but offering botler odds,  Instend e[ paving

.o ! N . - .
B : A L - & X Py H x v femFlpvie sneisgee
S sysiom 'v.tos,;m off t% g}.ﬁs ic two s;,gic.:s :hwh 3okl },: y I us:“., TWEAY
3 ' % & we ,' 4 « ’a‘ ik
from the xzz::cz“.‘:cc'fc*' zrz‘s::-:::mhi}' it ”e'“d r*»*!:e::ssi sonaihingiad e

T Y T AT S Ty,

In prepavation for (his apprarance we swrveved owr i)

re.7 ot o

3 %
4 -~>¢~ ‘!1v~ R

ofhees covering the cight stitles which now conduct Jopal lofioxd

tham what effeet their nvesiizations und (heir informants had neled oa

Nlieit pambiing ag a resull of the ereation of (he lotterias,
WWithout exceplion, the offices covering Cu:mccticut, aarylung,
Mossace' oo {z:, .._’rmmn, New Hamypshive, New Jercoy, New Yook,

and Pennsyivania reported no'discesnible eficet Winlsonver., As most

c

of them ‘3‘33..\..(& oul, lelleries are pot genred o compnie with thy vadar-

vorla's moembers racke! which is conduel d me ¥, oiltrs eredif, mys

beller oilds, s nen-{axable, and allows the gambler o soloel the prrvticuins
dign:} on which be wishes fo ploce his wager, T

erestingly, the pre..., reporied Iast yoar that NewYorl: Gty

vas consiterimng a plan thal sroutd $ake the bat : 3::i to the enomy M

..,

front, ‘Tha Ci Troch Deliing Corporaijen {OPB) nunouacad In Ielassary,

.

1973, that $wanied {o Muneh o nufmbars opzration of Hs o, fcaniioal
. , -~

[

off at H.c viie ol 500-lo-1, as ihe cri::*.\;::tf clz}mﬁni Geos Cuu prencasd

1cirh‘:r.‘;in'f vi inners 5 2t 11~ raic of 15 8-;0 1. If nothing clse, such

L3

r:*.rr:ly o sad of e '4&\.1! oporators), and tha i f!"w U?(fz; ::‘“’.L A noo

-
A Y
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crimids~-tend to think of "'11;%,]' e 'xoL..mnf‘ (10""1(‘1:53 of Lhz ¢ f_
or other foclors) as h;zr :.310:;.‘; lype oifenses

If this Comnmission successiully manages to inform paonic
cverywheve regarding the true nature of gambiing it will have more thon
scrved its purpose, .

Lately we have seen o tondoney of some judges to hand C;:r:.'n‘

subsianlitl seutences of five and {rn-vears in Syndicale gambling {rinle

and voe le-l: his is un uncom‘.ﬂ.ging trend., U shews o growing public
awareness of the dangors posed to s .i ty Ly the erganized um.? world,

We in the "D cevizinly wish you e;'es.‘3' suceess in youwr

enclenvors, and I hope that this presentntion leduy will be of some sesisinnes

to you in your cfforts,

Thank you.
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SUMMARY OF TESTIMOIY OF MR, WILLIAM V..CLEVELAND
ASSISTANT DIRECTOR OF THE SPECIAL IHVESTIGATION
DIVISION, FEDERAL EUREAU OF INVESTIGATION

FBI jurisdiction in gaﬁb]ing cases began in 1961 when Congress enacted
three statutes banning interstate transportation in aid of racketeering,
interstate transportation of wagering paraphernalia and interstéée trans-
mission of wager{ng information.

The findings of several legislative and executive studies had concluded
tiat gambling bankrolls the rest of the underworld's empire and that
legislative, judicial and police corruption is an inevitable consequence
of unchecked gambling operations.

To date, FBI investigations under the three 1961 laws have resulted
in ﬁore than 1,800'convictions and some $2,900,000 in fines. It is
difficult to say that enforcement of these laws has .checked the growth
of organized gambling, but the Bureau feels thét the situation would be
much worse if the} had not been implemented. Prior to 1961, most gambling
investigations were conducted by state and lecal law enforcement agencies
which did not possess the experienced personnel nor the facilities to handle
complex gambling investigations. A

The jurisdiction of the Bureau was further expanded by the Organized
Crime Control Act of 1970 to include intrastate violations which Tocal
authorities could or would not prosecute. Title VIIT of this act outlaws
local gambling operations meeting certain minimqm specifications and grants
the FBI jurisdiction over bribery of state and local officials, when said
bribe?y is connected with an illegal gambling business. This act has
resulted in over 1,600 corvictions, $1;600,000 in fines, and confiscations

valued in excess of $10,800,000.

.
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The most effective weapon ip Healing with organized gambling is
Title 111 of the Omnibus Crime Contro? and-Safe St}eets Act of 1968, which
provided for the use of court-approved electronic surveillance in the
fnvestigation of specific violations.  Syndicated gambling rings could not
exist without extensive telephonic connactions, therefore, Title III
surveillance has.proven to be invaluable in combating organized crime in
this area.

Court Approved electronic surveil]abces in FBI cases have led to

some 3,000 arests, over 1,000 convictions, and confiscations valued at

" more than $7 million.

During a period from Jznuary 1, 1966 through December 31, 1973, the

Bureau investigated 5,650 gambling cases (including 9,213 individuals)
with 724 resulting in indictments, and 1,978 being referred to local
authorities. ' ' | «

v Sports bookmaking was found to be the most extensive type of ganbling
opcration with horse bookmaking in second position., These two types of
opérations made up over three quarters of the 724 indictments with numbers
rings, casino-type gambling and miscellaneous operations accounting for
the remainder.

~ There is no accurate way of ascertaining the amount of progress being
made in the fight against organized gambiing. The number of convictions
is an inadequate indication due to the disparity of sentencing practicés
and the inability to convict the higher echelan racketeers. An accurate
estimate of the "handle® is impossible to determine and is no indication -
of the mob's overall threat to society at large. _

FBK.experiénce has shown that the only way toveva1uate their accomp-‘
lishments is to deve]op‘an inteli%gence system which identif?es the under-

world leadersr the scope of their activities, spheres of influence and



sources of income, so that short and long range effectuveness can be
measured. The Bureau targets their investigations towards the top of the
gambling cperations and not at the “tiom and Pop" type enterprises. This
has resulted in a rising rate of convictions of key gambling figures which
- has the effect of diluting underwcrld leadership and imparing its morale.

| It i the beliéf-of the FBI, however, that it is impossible to comﬁ]ete]y
eradicate orgaﬂlz 2d gambling.

The FBI does not attempt ts pass juégement on the moral aspects of
gambling, the pros and cons of revenue benefits to the state governments
from the taxation of legalized gambling, but they do not believe is a
crime.

"yictimless" Gambling and violence are often inseparable, as

competition is never tolerated. Gambling conceals vast amounts of money
" from taxation and family budgets. It }ead$ to more serious crime: i.e;
lean sharking, robSery and burglary. Siient victims of gamblirng fear that
assisting law enforcement will mark them for gangland retaliation.

The FBI has found no discernible rise of féli in the rate of gambling
in those states which have instituted legal 1ottefies. There is no evidence
" that the underworld has infiltrated any of the state lotteries, however,

the Bureau feels that the legalization of gambling would not cure ail the

§11 effects of illegal gamb]ing.k States could not offer credit, exempt
winnings from taxation, or handle the volume of day to day betting with
. the samevefficiency and expertise as organized crime does now. The spread
g h ' of crime as a re;uit from gambling losses would also not be affected by
the decriminalization of gambling. ' - i

1t is, therefore, the positién of the FBI that more public awareness of

the true s1tuat1oﬂ of ganbllng wou]d help a great deal in f1ght1ng the

_growth of ambling and its subsequent 1nfluences

B IS SO R
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SUMMARY OF TESTIONY OF MR. OOH: D. TARPEY,
ASSISTANT CHIEF INSPECTOR FOR CRIME ILVESTIGATION
URITED STATES POSTAL SERVICE

Use of the mails by lotteries was first prohibited by Congress in
1868. In 1872 Congress rade it illegal to mail letiers or circulars
concerning illegal lotteries. The law was made appliceble to all
Jotteries in 1876 when the word "illegal" was romoved from the
statute. The Anti-Lottery Aict of 1890 barred all lottery materials
from the mails, prohibited the sending of checks and money orders
for the purchase of tickets, and promibited the mailing of letters
containing lottery advartisements. Violations were made purishable
by imprisonment as well as fines, as provided by the 1876 law. The
1890 Act was immediateiv enforced and effectively put the corrupt
Louisiana State Lottery out of business.

The Postal Inspection Service, as the law enforcement agency of
the U. S. Postal Service, has been enforcing this law, Title 18,
U. S. Code 1302, ever since. Section 1302 makes it a felony to mail
proscibed material in connzction with the operalion of a lottery.
Foreign based lotleries such as the Irish Suespstakes are checked by
the stop-order and mail stop provisiors of adninistrative statute,
Titie 39, U, S. Code 3,005.

Since 1965 there have never been less than 200 lottery investigaticns
in any year. The reiaticnship between the increase in the number of
legal lottery cperations and the gradual decrease in illegal lottery
ivestigations during this period is only conjectural.

A 1973 irvestigation of state lotteries by the Postal Inspection
Service found thet in all but one instance Section 1302 of Title 13
has been violated. Lottery officials disavowed any intent to violate
the statute, but interpreted it in a2 manner to pewrinit scme use of the
mails in the lotitery operation. HMail counts were made at the head-
gquarters of three state operated lotteries in {larch 1674, 1In one
state 70 percent of the mail received bore out-of-state postmarks
from almost every state in the country.
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Violations of the lottery statute by 1esgal lotteries have been
investigzted by the Postal Inspection Service and the facts
presented to United States Attorneys in those states for consideration
of possxbln prosecution. Prosccution was aeclinad in 1973 in
Michigen, hew Hempshire, anc Pennsylvania. The United State. Attorney
in LaSS:ChWS“tLJ has not yet indicated his intention to prosecute or
not to prosecute.

Hany newspapers whose circulation crosses state lines print
lottery advertising and list winning numbers in clear violation of
Section 1302. It is the policy of some newspapers, houever, to
publish seporate editions without this drformation for those who sub-
scribe by mail. lone of those haiis payers which do not make this

rov151on aS  been prosecuted, and no such action is being considered

y the Department of Justice. ’

Under current laws the operation of the state controlled lotteries,

is free frem corruption and presest no serious probles to the .
Postal Service. They seek only to direct the enforcement of the 1aw
against those who are profiting by @ lottery and not those who ar
technically violating the law by using the mzils as subscribers, the
victins of a ]OLLLPV The Postal Inspection Service investigalss
11,000 fraud cases & year of which only 200, or less than 2 percent
deal with lotteries. Only if thoss state 1otteryg1aws are changed,
the lecal lotteries,
and the states wore given carte blanche to compote with one another

would there be any.cause for concern by the Postal Service.

’
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SUMMARY OF TESTIMONY CF MR. ASHTCH HARDY,
GEHERAL COUNLSEL - FEDERAL CONSUNICATICHS CCiUAISSION

.

The Federal Communications Commission's responsibilities in
connecticn with the broadcast of lottery infermation are derived
f1rom Section 1304 of Title 18, United States Criminal Code. This
statute prohibits the broadcasting of any edvertisement or information
concerning lottewries, gift enterprises, or similar schemes offering
prizes dependent on lol or chance. The Commission is authorized to
revoke iicenses, issue cease and desist orders, or assess monetary
fines up to $10,000 for violations of this section by broadcast
stations.  The power of enforcement:is under the jurisdiction of the
Department of Justice, with waich the Commission regularly coordinates
its actions in this area.

Until ‘tie middle sixties, F.C.C. involvament with violations of
1304 was iinited Lo scatlered instances of product promotions
involving contests, or merchandise “aive aways". Since the inception
of the llew Hampshire Leltery in 1965, however, the Commission has
increasingly been drawn into problems created by the conflict Letween
tie operation of state lotteries urd the provisions of 1304, The
Commissicn acdheres to the view thyt the question of the propricty of
promoting lotteries on broadcast zedia is a legisiative policy
determinaticn properly reserved ‘o Congress and, therefore, it has
no alternative but to apply the lew in vhichever way it is inter-
preted by the courts until it is amended or gualified.

The House Judiciary. Committee 15 studying H.R. 6668 and other
similar bills that would parmit the transportition, mailing and
broadcasting of lottery information and advertisements. The F.C.C,
has taken no positicn on these biils but would defer to the judge-
ment of the Deparv.aont of Justice, which generally favors enactment
of H.R. 6668.

The legislation to which the Commission is eddressing itself
vould zutharize & breoadcast station in a community in a state in
which a state lottery is lezal to annoupce information coucerning
that lottery and the results of othier state controlled lotieries if
it wished to do so. ' It would continue to prohibit a broadcast station
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located in a state which does not operate a lottery to broadcast any
lettery information. - Stations whose signals cross a state line

into @ state where there was no legal lottery would not be prohibited
from broadcasting such information as it would be unfair tc that
station and impossible to enforce. The F.C.C, could not at the

time of the hearing take a pusition as to the future legality of
broadcasting this type of information across state lines. Those
provisions of H.R. 6668 would be in conflict with Title 18,

Section 1034 of the U. S. Code, which forbids the interstate trans-
mission of wagering information with the exception being the
broadcasting of this information frem a state in which a lottery

is legal into another state that operates a lottery.

The Commission's present approach to the broadcast of lottery
jnformation is primarily based on the Copmission's Supplermental
Declaratory Ruling, adopted in 1964 pursuant to a docision by the
Second Circuit touru of Appeals. That decision held that Section 1305
only prohibits the broadcasting of lottery information that "directly
promotes” a lottery,

I 8 1971 ruling, the Commission ruled that the broadcasting of
a wining numbsr in a state lottery, even if in the form of a news
report, constituted a direct promotion of a Tottery which would be in
direct violation of 1394. This ruling, however, was reverscd by the
Third Circuit Court of Appeals in 1974. The court ruled that news
broadcasts vore protected by the First Azendment and thus were
exempted from the prohibitions of the statute. The Third Circuit
decision did not dispute the “directly promoting" aspect ot the
agecision of the Second Circuit, but ruled that cven if a newscast
directly promoted a lottery, if it constituted neus and not merz
advertisement it was beyond the reach of 1304,

The Commission and the Department of Justice petitioned the
Supreme Court to review the Third Circuit's decision, and the Court

has accepted Certiorari in the case. Tha primary basis of the petition.

was to rect1 W the contlict between the Third Circuit's decision and
the "d1rectly promoting” standard previously established by the
Second Circuit. This would establish uniform guidelinas for the F.C.C.

-~ and its licensees to follow. The Commission and the Departnent of

Justice believed that the Third Circuit's decicion had er:onnously
geclared a portzon of 1304 URCOUSLILut1OWd1
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Until the Supreme Court rules on the Third Circuit decision,
the Ceamission felt it would be improper to cdecide whether the
broadcasting of a winning lottery number was in fact a promotion
of leaal lotleries. They will, however, argue in court that such
announcerents are not "hot news® items, but are in violation of the
statute, .

The Commission could net recall any serious violation of 1304
by its Yicensees, They have received many inquiries from the
stations located in lottery states as to what types of broadcast
materials thay could carry and still be within the Commission's
interpretation ¢ ” 1304,

In the public interest, the F.C.C. and its Y{censces are
regulating any infermation that could be uscd to further illegal
Totteries end cambling in their cermunities. This includes the bread-
casting of. horse race informaiion which in fact does aid illegal
gambling. The Conmissien had 1ittle or no froblem with that general
policy establishad in 1964, until the 0ff-Track Betting Cornoration of”
Hew York raised sorz additicral auestions as to what could or could
not be donc.  The Cormission determined that whcre such inforcation
vould not be of assistence to illeoel gambling it had no objections
to such broadcasts. Ahere it would aid this type of activity,
broadcasting such information would be barred by the 1964 polic..

- The Complaints and Compliance Divigjon of the F.C.C. handles

each case brought Lo its attention Ly the public as they coue in.

There are no records to indicate the zmount of resources and manpover
devoted by the Cormission to insure cenpliance with governmont

regulations by the licensees. In {iscal 1973 anly 51 coupleints out

of a total of 16,322 concerned allegad broadcasting of lotcery inforpation.

The Commission would only consider the question of bemaing all

. sports broadcasting i this question was preseni-2 to them by the

Department of Justice. The F.C.C. has never considered this possibitity
and has no plans to do so. IFf Conaress determines that such broade
casts encouraqe iliecal gawbling activity and moved for its Orohibition

~only then would the Comission’s policy on this question be changed,
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