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PRO C E E DIN G S -----------
CHAIRMAN NORIN: The hearing will be in order. 

This is the third public hearing of the Commission 

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

the fourth public hearing. He have had prior hearings; a hearig 

from those interested in state ~otteries; we have had testimor.y 

here from t:··. Departme:.t of Justice and from the Internal 

Reve:-.ue Service. 

We are very pleased to \'Jelcome here today the 

Federal Bureau of Investigation, who will be represented by 

Hr. "'illiam V • Cleveland, the Assistant Director in charge of 

the Special Investigative Division. He has with him Hr. 

Staffeld and }tt. Kelly. I would like especially to welcome 

you here, l'ir. Cleveland, and to thank you most sincerely both f r 

myself and the whole staff. \'le never could be here without 

your help. 

I understand that you have a prepared statemel'lt, 

after which you will be subjected to questioning by members of 

the Coxr.nU.ssion. 1 don't kno\o/ Iflhether any of the Congressional 

members will be here. If the~' are I they will take precedence. 

MR. CLEVELAND: Thank you, }~. Chairman. 

I have Hr. Staffeld \.;i th me this morning because he 

has devoted 20 years to organized crime and is an e~~ert in 

the field. John Kelly has also ~evo·ted a great many years to 

organized crime, so ! hope be tween the t\oiO of us we will be 

... , 
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able to answer your questions. 

2 Hr. Chairman, my name is \'lilliam V. Clevelar.d, and I 

3' am an Assistant. Director in charge of the Special Investigative 

4 Division, Federal Bureau of Investigation. 

5 Because our experience over the years has shown that 

6 professional gambling forms -the bad~bone of organized crime in 

7 this co un try, 'tIe appreciate the opportuni ty to appear be fore 

8 you today and present testimony regarding this often misunder-

9 stoorL field. 

10 To begin with, by \-lay of background, let me explain 

11 that the FBI has not always had jurisdiction over gambling 

12\ ·,iolations. As a matter of fact:, we had no jurisdiction what-

13\ soever, to speak of, prior to September, 19~1, when Congress 

14 enacted three statutes banning interstate transportation in aid 

15 of racketeering, interstate trasportation. of wagering: 

16\ paraphernalia, and interstate transmission of wagering infor-

17! mation. Prior to th~t time, most gambling investigations in the 

18 lliUted States were limited to the local, co~~ty, or state levels. 

19 The problems stemming from such a situation were 

20 multiple. When a large-scale ring operated across state --

21 and sometimes international -- boundaries, local agencies were 

22 unable to exercise comprehensive coverage of c;nythil1g outside 

23 their own i~~ediate area$. In other ;nstances, some depart-

ment~ had neither the experienced personnel nor the laboratory 24\ 
.Fed~,ol Reporters, loc. 

25 faciliti0S to handle complex gambling investigations. And in 

i • 
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other- cases, honr:~~tt competent officers in one community found 

2 their efforts th\o1arted bi dishonest or incompetent associates 

3 in another state or ~ommunity. 

41 Legislative Studies 

5 Faced with these circumstances, various Congressiona 

6 groups have condu:::ted organized .::rim~~ hearings d\!ring the past 

7 quarter cf a century f including the two Senate bodies known 

8 popularly as the Kefauver Co~ittee and the McClellan Committee 

9 In addition, the President's Commission of Law Enforr.ement and 

10 I Administration of Justice was convened and published a 1967 

11 study captioned "Task Force Report: Organized C:cirne. II 

The findings of these diverse groups \·:ere most 

informatl.ve and enlightening (ranging as they did from labor 

14 racketeering and narcotics trafficking to hoodlum infiltration 

15 of legitimate business), but the one common strain runn.ing 

16 through most of them was that gar-IDling bankrolled the rest of 

17 the ~derwbrld's empire and that leg~slative, judicial, and 

18 police corruption were an almost inevitable consequence of 

19 allowing illegal gambling to operate unchecked for any length 

20 of time. 

21 In fact, the Special senate Co~~ttee to Investigate 

'~l 22 O~ganized Crime in Inte.cstate Conur.erce announcGd as far back as 
~' 

23 1951 that the "most shocking revelations" it hao, uncov~red dealt 

24 Iwith the "extent of official corruption and connivance in fa:::il-
.~ttJefl:)1 Rcpo!len. I,\(. • It 

25 itating and promoting organized cr~me. After citing two 

'. ;., .. ,'. " 
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4 specific instances in which local bookmakers were.pay~~g off 

2 
corrupt police officers -- at the rate of $152,000 a month in 

3 
one city and more than $83,000 a month in another -- the 

4 
Committee concluded that law enforcement itself had "broken 

5 
down" in mar:y of the communities visited. 

6 
Ten yca~s later, after the Senate Permanent 

7 
Subcommitt~c on Inve~tigations heard a witness estimate that 

a 
approxima.tely $750, 000, 000 was being spent annually b~r American 

9 
gamhlers to payoff dishonest police officials, Congress gave 

10 . 
th'a F"3I ies first major jurisdiction in the organized crime 

11 
field with the previously mentioned statutes ... 

Early Efforts 

Before that, our efforts in this area had been re-
I. 

stricted to random instances when underworld figures violated 

15 
some specific statute over which we had jurisdiction, such as 

16 those aimed at th~fts from interstate shipments, interstate 

17 trans.?ortation of stolen property, and the like. In 1943, for 

18 e>:ample, we shattered the entire top 1eader3hip of the Syndicat 

19 structure in Chicago for attempting to extort large sum of 

20 
from the motion picture ir. '. ';ry. But these \-/ere isolated case., 

21 involving individual subjects, and did not lend themselves to 

221 
23 

a coordinated, continuing campaign to eradicate the evil of 

organized crime as a whole. 

' .• FMler:>llleport",,- Irlc.. 

24 Fortu"..-.ately, the recent legislation has done much to 

2S remedy this situation. To date, FBI investigc:..tions under the 
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three 1961 laws have resulted in more than 1,800 convictions 

2 and some $ 2 ,90b I 000 in fines. J\1:\ong those sentenced to prison 

3 were such national Syndicate lc aG.:rs of Raymond Patriilrca,. of 

4 New England; Samuel Rizzo DeCavalcante, of Elizabeth, Hew Jersey; 

5 John Philip Ct::rone, of Chicago; and lmthony Giardano /I of 

6· St. Louis, p_us a number of their ranking aides and lieutc:nants. 

7 Subsequent Congressional hearings determined, howeve 

8 that the la'is l~ 'uting Fede.ral efforts to interstate violations 

9 left a big void regarding large-scale local gambling ring. \"hich 

10 city, county, 'or state authorities wer~ umdlling, OI' unable, t 

11 prosecute. As a resul t, Congress enacted the Organi Zl\~d Crime 

12! Cont~ol l~ct of 1970, Title VII of which outlaws loca.L gamb1ii~'rJ 
13 operations meeting certain rninireum speci fications. The S:.'ime 

14 title also gives ~1e FBI jurisdiction over any bribery of city, 

15 county, or state officials (Including prosecutors, judges I or 

16 police officers) by person~ whose activities fall within the 

17 purview of the st;:;ttute. To date, our inve~+-.igations under the 

18 Organized Crime Control Act have resulted in over 1,600 convic-

19 tions, some $1 , 600.000 in fines, and confiscations of cash, 

20 property, weapons, and wagering paraphernalia valued at approx-

21 irnately $10,800 ,000. 

22 Se~ Exhibit No.1, captioned "Gambling 

convictions in FBI Cases ..... " for an 

24 analysis of prosecutive efforts unc;::r 

the 1961 and 1970 statutes. - ~. 

-. ,. 

,~1 j~.~ .. : " ~ . ,., 
i:s.· :' 
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Of the laws enacted by Cong~ess since 1961, one ~f 
:( 

I' the most valuable in th~ fight against organized crir.lc has been 

:\ ~II Ti~h! tII of the Omni:,us Crime Control ar~d Safe Streets Act of 

41 
! 1968, ~hich provides for the UEC of ccurt-approved electronic 

5 
surveillances in the investi~ation of certain specified viola-

6 tions. 

7 Because organized crime i5 hoth national and int.er-

8 national in scope, emplo}'s thousand of individuals in its 

9, 

i operations, utilizes the late3t in electronic communicaticns 

101 systems, and has a long-ntanding reputation for killing or 
111 

intimidating l.i.ve witnesse3 to its activities I electronic 

12 surveillances are ~n absr!utely essentia~ weapon in the 
I 

l3 'I,) Governm-_nt's "rcena'." d' -\..1' , . t ' ~ u v ~ ~S regar s maJor galau 1ng r1ngs, ~ ~s 

14 

17 

18 

19 

20 

21 

doubttu:. that they could st;ay in business a \>leei-; withol.l.t 

extensi vc telephonic connectiO!lS regarding their line d{.ca and 

layoff operations. This is precisely the Achillp.s· heel thnt 

Title l.Il is aimed at. 

Since their first use i~ 1969, court-approved 

electronic surveillances in FBI cases have led ~o some 3,0::'0 

arrest:; in the gambling field, over 1,200 convict:ionn, and the 

confiscation of cash, property, weapons, wagering parapharndiia 

22 I and contraband valued at more than $7,000,000. In fact, of the 

23 approximately 2,700 organized crirc.e subjects in variot.'· ::;tages 

24 
~I R~rfcn.. Ir"-,I 

25 I 

of prosecution as cf April 1, 1974, cearly 1,700 were 

as a result of information developed by installations 

arrested I 
made un::lei 

. II 

I 

.' 
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2

1 'I the i?rcvisions cf Title III. 

or convicted since 1969 on electronic surveillance informatipn 

Hoodlum figures arrested, indicte , 

I 
3 include some of the bigg~st names in the organized underworl~; 

41 as evidenced by the case involving Samuel Rizzo DeC.v,leante, 

S a top Syndicate leader in the Elizabeth, New Jersey, area. 

See Exhibit No.2, captioned 

7 "Samuel DeCavalcante Case" 

61 
9 the FBI is well aware of their sensitive nature and uses them 

Despite the e£fec~iveness of these installations, 

10 

111 
strictly within the framework laid down by Congress in the 

Omnibus Crime Control and Safe Streets Act of 1968. The legal 

12 and procedural steps taken by the FBI to institute: Title III 

13 coverage are qeti".iled in an exhib.it v'e are herewith presenting 

14 to the Camm:.., ~.on. for its inforrnation. 

15 See Exhibit No.3, captioned 

16 "Chronology of Title III Electronic 

17 Surveillance Investigation." 

18 At the request of the Commission, \-:e have conducted 

19 a survey of all field offices with respect to the nlli~er and 

20 type of r'ederal gambling investigations initiated by the :eBr 

21 during the period January 1, 1966, through December 31, 1973. 

22 This survey disclosed that a total of 5,650 cases 

23\ (involving 9,213 individuals) were investigated by Bureau 

24 ]>..Jeni:.s, , .. ith 742 being closed for failure to meet the elements 
Ace-r Mleroll:epl)rt~". Inc. 

25 of the statutes. Of the remainder, prosecut5.on , .. as declined in 
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13 

14 

15 

16 

17 

18 

19 

20 

24 
A:e.ftd,,,ol Reporters, 'nc. 

25 

9 

4,132 cases by Strike Force vC United States Attorneys, 52 

cases were no-billed by Federal Grana Juries, and 724 resulted 

in indictments. 

Wi th respect to this survey, I \'lOuld like to call to 

your attention t~e fact that even the cases closed, declined, 

or no-billed were not complete losses, since 1,978' of them 

werp referred to local authorities for prosecutive consideratio • 

Breaking down the cases ~herein indictments occu~reJ 

we note that 270 f.temmed from court-approved electronic surveil 

lances and that 454 did not. Furthermore, the 270 Title III 

cases involved 3,323 subjects, as contrasted with 2,227 in 

non-Title III cases. On the other hand, convictions in 

non-Title III cases have exceeded Title III con':ictions 1,337 

to 1,210 during the period of the 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. 

Of the total number of cases v,here 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 r·ases). The latter figure, hov/ever, repre~ 

sents a partial duplication of the first figure since a number 

both sports and horse book­

for 187 of the cases, ~nd J 
casino-type gambling totaled 110. Falling in the niscellaneou_ 

of the operations raided handled 

making. N~bers rings accounted 

category, with 14 cases, ""ere such activitIes as punchboards. 

• ~. , It' ..... ..".' 
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tip sheets, and shell games. A.s regar~s casino-type operatio~l I 

it is interesting to note that OUT offices. report the nation-

wide pressure on the::;~ establishments has just about cOr.1pletel)-

driven them underground, atld that there is practically nO'o.open, 

illegal casino gambling in the United States at the present 

time. This includes such formerly notorious locations as 

those in Hot Springs, Arkansas, and the Newport-Covi.ngton area 

in northern Kentucky. 

Scope of the Problem 

On the whole, major gambl~ng investigations are 

e:,tremely complex in nature. They consume time, manpower, and 

material resources in almost unprecedented quantities. They 

are difficult to prove. They reg'lire expertise in the nuances 

of the trade. And the legal maneuvers enCOtmtered in a singl~J 

case -- spearheaded by the highest priced defense talent 

available -- may drag on literally for months and years. 

Typical of the effort required in one of these 

investigations \'las the 1967 conviction of international gambli g 

figure Gilbert Lee Beckley and t\o[o of his associates in the 

United States District Court at Miami for violating the 

Interstate Transportation in ~..id of Racketeering Statute. All_ 

three were sentenced to substantial prison terms, with Beckley 

re:::cid vi7.lg a total of ten years. Before these' convictions coul 

be rec.orded, however I or the case even taken to trial, it had 

been necessary for our Agents to. analyze thousand of telephone 
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11 

ca115 from allover the country and parts of Canada dealing wit 

the disseminati0~ of line data by Beckley and other leading 

handicappers. 

4 
See Exhibit No.4, captioned "National 

5 
Gambling Communications Net\~'ork" 

6 
The following year, John Roselli, a notorious 

7 
Syndicate racketeer on the west coas~ .• was convicted and sen-

8 
tenced to prison after.the longest Federal criminal trial in 

9 
Los Angeles history. Subsequently, investigation conducted in 

10 
the Roselli gambling case led to the 1972 conviction of, 

11 
I Anthony Giardano, ranking Synd~cate leader in toe St. Louis, 

12 
His souri, area, and t'.'lO "(;aptains \I from the Detroit area. 

13 
See Exhibit No.5, captioned 

14 
"John Roselli Case" 

15 
Even ffiore recently, our New York office has advised 

16 I that one of its current investigations has ent~i1erl the use of 

17 20 Agents for an entire year. Unfortunately, the litioation 
18 

in this matter hC'.s not been fully resolved yet, so we ar\~ unabl 

19 I to say \lIhat the end results in that case will b\~. 
20 

pisserr~nation Program 

21 
Needless to say, not every gambling investigation 

n leads to prosecution in Federal court. Hany do not even qualif 
23 I 

under the Federal st~tutes, or else do not fall within the 

24 
.:.ce.Federal Repcrlers. In~. 

jurisdiction of the FBI. To insure that inform:ltion thus 

developed. realizes .:i.ts full potential, hm.,revcr, the Bureau has 
25 

l 
;1 

'. 
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hi - 31 instituted a field\;~de dissemination pr0gram aimed at forwardin 

... . 

A ~ 
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2 zuch data to the appropriate agency as rapidly as possible. . 

3 The resultOhas been that, during the past six years, 

4 other federal,state, and lecal law enforcement agencies have 

5 

6 

7 

8 

9 

10' 

13 

utilized information obtained from the FBI to make So~e 20,000 

gambling arrests and confiscate over $9,000,000 worth of cash, 

property, weapons, and wageringo paraphernalia. 

See Exhibits Nos. 6 and 7, captione1 

"Nmnner of Gambling ll.rrest ••• " 

a.nd "Value of Cash, Prop~rt:{, \Oleaponi' 

and \-Tagering Paraphernrllia Confis- , 

cated •• ~ It 

14 I agents have uncovered tax violations utilized by the Internal 

\51 Revenue Service during the past yesr to confiscate, or assess 

16 liens against, $14,861;000 ~ ... orth of property in the states of 

17 Con~3cticut, Florida, Georgia, Massachusetts, Michigan, and 

18 Hashiilgt-cn. 

19 

20 

211 
22 

fight against organized crime is that of determinir.g the aroount 

of progress being made. 

23 simply counting cl)!1.victions is not an ,.dequate cri-

tcrion of prosecutive success, inasmuch as so~e subjects go to 241 
c(" "ed~",l Repcrl~fi, loco 

. 25 
. I prison for as much as ten years ,.;hereas others manage to get 
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L\v - 32 1 off with a light fin8 and are almost immediately back out ot'. 

r"". ., 
.~ 

~, ... ,. 

I 
2 the st:reets again. Furthermore., somL~ hoodlums .1re orgal)iza" 

3 tiona11y much It.ore i!nportant than others, and their incart:cra-

4 tion hurts the undeL~'orld considerably more than docs the 

~ elimination of less important underlings. 

6 Like:.;ise, any attc::mpt to use the "handle" concept as 

7 a measuring oevice quickly runs into t:\W stumbling blocks: 

(1) few SO'.lrc~s a!1ywh'1re can be found to agree on \>"hat the 8 

9
1 

10 

11 

12\ 
I, 

13
1 

141 

151 
16, 

171 

"handle." {or a'nount of money \vagcrcd during a givc::n period) 

actually is, and (2) it does not assess the overall thr~~~ a 

particular mob figure and his followers pose to society at 

large. 

As an indicat.ion of the prcblems involved in tr'.!ing 

to determine ,.;hat the national "handle" amounts to, the. 1967 

President IS Com:71ission on Lah' Enforcel:'.ent and Adminis tra ticn of 

Justice said th~t it had encountered estimates varjing from as 

low as $7,000,000,000 a year to as high as $50,000,000,000 a 

18 year and concluded "There is no accurate way of ascertaining 

19 organized crime's gross reveneue from gambling ~n the United 

20 Stutes. n 

21 Obviously, then, tha question arises as· to how you 

22 ! 
23 

can employ the "hruidle" as a yardstick, if you cannot eVel) ec-

I 
24 By the same token, it .... ·ould appear to have a miniraum 

Ace.Federal Reporters. I~c. 

25 usefulness, even if it were provably correct, since a hood 1 U;Tl., s 

1 
I 
! 
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h .. - 33 position is gov8cned by meny fa~tord other than the size of his 

2 garnbling activities. The head of a syndicate group controlling 

3 vast loansharkin~ op~~~ticns along the New York City waterfront 

4 intGrna'.::ional narcotics sr.lUggling rings, pO\\'erful labor Wiions 

5 capable of crippling widcspr€'ad areas of the cOlr.:nu::lity, and a 

6 vicious gang of professional killers sworn to carry out his 

7 every command is ce.ctainly rauch more of it thrGat than the book-

8 making activities of a street.-corner indepsno.nnt frol:"! a Hid\o:est 

9 manufacturing to\·m, whose annuul "handle" may exceed by several 

10 I 
11 . 

million that of the Ne\~ Yorker '5 :r.elatively low-key numbers 

operation 0 

12 '*, Intelligence is t~e~ 
:J 

>. 
13 \" FBI e:-{peric"lce in the org3.nizea c!'ir::e f:'eld. h.?:J sho .. : 

14 conclusively that the only true means Cif evaluating accompli5h-

15 ment.s is to develop an intt=lligenco system air:\ed at identifying 

16 the major underworld leaders, the scope of their activities, 

17 their spheres of influence, and their source of inco~e so that 

18 a realistic guide can be established to determine both the 

19 short-range and long-range goals being achieved. 

20 As a result, ~ ... e have targeted our investigations to 

go for the roots of the gambling tree, rather than the indivi-
",,". 

/;i ~ ~ 

'~!/' dual branches. And vIe think this approach is a highly effectiv 

one. 

In addition to the steadily rising conviction rate 
~;e·f~-d~rol !l4pOrl~rs. Inc. 

25 of key gamblir.g figures, ~.;c currently have i'1 varicus st.:-.ges 



~ - 3~ of prosecution morc than 2,500 ol~~nizcd crime zubjccts on 

l " , 

I " , 

,p 
~ . 
Ii,"", 

2 g~mbling or rel~te<l ch.lrges (such as loc.nsharking, perjury, or 

3 contempt). Part~culn~ly hard hit have been the upper echelons 

4 of the Syndicate in NC;'l Yorl~ City, New England, Philadelphia, 

51 Buffalo, Chicn.go, CleYcland, Detroit, S::.. Louis, Denver, and 

61 Los Angeles. 

7 Because of this intensifieci pressure, the under:';oLld 

8 leadership i.:; being bzdly diluted, and rebellious young rr.obste.:·1 

9 at the bottom of the organization -- not to ~ention rr.er.ilicrs of 

10 rival gangs -- are asserting their independe:1Ceand ~efusing to 

11 obey orders unquestioningly as they did in the past. 

At the sane time, we are also hitting the big crirni-

nul grou;?s in the pocketbook I t .... here it hurts al:n .... st as ~uch as 

14 going to prison. 

15 Confiscations under the Organized Crine CO:1trol Act, 

16 as previously mentioned, have already exceeded the $10,OOO,OO~ 

17 mark;' natiom ... ide raids during one recent three-month period 

18 broke up gambling rings estioatcd to have been handling over 

19 $1,200,000,000 a year 5 .. n ",'agers; at least tHO major book.~akers 

20 (one in Ne, ... England and one in the South) have indicated to the'r 

21 associates that Federal prosecutive efforts were driving them 

22 into other lines of endeavori and two national Syndicate figure. 

23 have fled the country because of the inv~stigati\,·e "h~at" being 

24 brought to bear on them. 
;td~rul R"jA>ri.:n. Inc, 

25 ~~fcr L~galization 

I 
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"~., ~ 35 ~'i'hen Congrc$.is ere:ered the creation of this COl':\!:\issio 

2 in the Organized crime Centrol Act of 1970, eneof the responsi 

3 biliti~s it gave you w~s th~t of making r.eco~~e~dations rega~d-

4 ing the possibility of legalizing garabling. 

5 Unfortunately, this is a topic which normally gener-

6 atr~s mOl:C heat than light and I do not want to give the ir.tpres-

7 sien in answering yoar questions that e)e FBI is injecting 

itself into matters of a r,tr.ictly legislative nature. 

Certain segment3 of the press and the public have 

10 dedicated themselves t.o a canpaign aimed at l:ela:dng; if not 

11 totally eliminating, all J:estl:ictions on galllhling. They r.1ain-

12 tain that it is a crimi:1.r.l violation which injures no one and 

13 bring:;: pleasure to In::l:lY. '::"hcy allege t!:at it prc!n::)t".es graf': 

14 and cOl"ruption because it:. glves pclil::e a means of de;nanding 

15 extortion from the l?lay~rs as well as the operators. A.~d they 

16 conclude that betting with a n~~bers opera':or or booY~~ker is 

17 no more morally objectlon3.ble than Hagering Of. a state lotter.! 

1B or driving out to the neareEt. tracK and patronizing the pari-

19 mutuul windows. 

20 As an invest 19ative agency of the Federal Go·"err:.JT.~nt 

21 the FBI is not, in a position to pass judgreellt on the mor<ll 
•• 
~~;., 22 aspects of g1:4"bling. Nor do W';! inter.d to inject c~selves into 

23 the pro's and ccn I s of the revenue benefits ... :hich would pur-

24 portedly accru£! to the state ancI I:'t:..:ier<ll goveInr:lCnts frot:l the 
te·Fcx:lerol Repor'er~. Inc. 

25 taxation of legalized gal:lb).ing. '":e do thbk,· ho·..,ever, th~t a 

' .... ,.. .. ~ ~'. . .. './ .. ' ....... :,~ 
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closer look should be takeh at the "victimless crime" laLel 

2 \.,rhich has been hung on gar.'.hling by those clements seeking to. 

3 promote a change .in its st<3.tus. 

4 The people who say that no one is hurt by these 

5' activities and th~t the offenses are not crimes at all but are 

6 merely social transgrj~ssions overlook four important factor5: 

7 (1) Gambling and violence go hand-in-glove~ Hcoc"-

8 l~~s operating numbers or boo~aking rings generally p~otect 

91 their monopolies by savage acts of tcrroris!:l against thosl3 01'-

10 I posing them, either directly or indirectly. Furthe]:Ii.or~ I this 

11 brutality stems from the underworld's all-cons~~ing greed and 

121 desire to eliminate competition, and any attempt ,l.t lega1izi:'lg 

13 its activities 'Woui.d r.,erely lead t.o greater violence o:s tl.c 

14 profit margins began to rise. 

15 See Exhibits Nos. 8 and 9 for b:o pho to-

16 graphs of the devastation wrought by tho 

17 November 23, 1562, bombing murder of 

18 YoungstO\'ffi, Ohio, hoodlum Chal.~le~· Cavallaro 

19 

20 

21 I 
22[ 

, 231 

and his 11~year-old son. Also seriously 

injured in the bombing, \.;hich represented 

more than a decade of fighting for control 

of ga.":lbli ng and other rackets in the 

Youngstc\-m nrea, was another of C.:wallnro· 5 

"'od,,"".,.,.,", ~~.I 
. . 25 1 

sons. 

I 
II .. ~ .~ .. 

lJ , . 
. ! 

i 
l , 
> , . 

J I , . . ; 

I I 
i! 

1 

j 
j 
j 
1 
i 
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See ~xhibit ~o. 10 for a photogreph of 

2 
material seized d~ring an FBI raid on a 

m~joJ: Hidwest gar:-Ibling ring t s headquarters. 

The juxtaposition of weapons and wagering 

5 
pa,~phornalia should partially refutc the 

6 
a11clJ~ticns of those ""ho '·:auld ha.ve the 

7 
public believe i;;' •• ': gambling is a "victir.'l-

8 lesg" off~nse which h!~ts no ona. 

9 
(:;) Gar:tbl.ing saps the financial resourc,":$ 0:' the 

10 
Nation to deal \o1i th soel a2 problems by concealing vast SUInS of 

11 money frolli t(l.)~ation. It [lIse drains the fa."Uily budgets of 

12 those least able to afft.:"l.·d anything beyond the bare necessities 

13 of life. 

14 (3) Gambling spa-..rns a "'hole generation of other 

15 crimes. Not or.ly does it dl:'iv<e h3.rd-pressed victirJs to hcod-

16 lurn loansharks -- ,.".ho reg\'.la:cl;,' Use threats, P3atings, and 

17 murders as tools of their trade -- but it also leads to rcb-

18 beries, burglaries, and othor cri.ues by victil4s indebted to the 

19 under.vorld. 

20 (4) . (\:l.'ilbling creates a corps of silent victi:ns 

21 caught in the ui!ul fear that a!lsisting law €,;lt~~cement··.dl1 c~t 

them off iro:n the services they so despcru.tel~· crave as \,'011 

23 -'13 markir.g thcr.l for ganglu.nd retaliation. 

24 "lhcnever I hC.:lr people t.::l}~ about gar:ilili~g being a 
-e-fecl~101 Rep()rI~n. Inc, 

25 "victir.tles!l crime," I think of O:'Le highly pUblici:;::cd casc \.Je 
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w -38 1 had in NeN York City a couple of years ago ",here a l:liddle-ilgcd 

2 bartender robbed 20 banks in less ~~an three monthb' time in 

3 1 order to payoff a ste~dily mounting series of Syndicate 9,umbl-' 

4 ing debto he had incurred. , Or of a bandit shot to death in 196 

5 \-,'hi1e trying b") rob a bank artd buy his '<layout from under an 

6 aCClli~ulation of outr~geously high qa~bling bills. If thesc 

7 were "victimle!3s crblcs," I would like to hear someone explain 

8 dlat to these men ',$ Hi1r1ils. 

10 As the CC:.'..-:tisslcn :!os undoubtedly a",'are, the::oe ere b: 

11 schools of thought regllrcH~g the effect of legalized grunbling 

12 on mob-controlled operat~~ns. One offers the nct unli~ely 

13 I proposition that hO\lse,:.;iv~s ~d other previous nc-ngat\'\bl'?:':'s I 

14 caught '-'P in the exci~eT:1cnt of playing state lotteries, rea~" be-

15 come addicted, ana s'/:art patronizir.g the hard-core numbers und 

boclkrnaki!'l.g bu::;inesses conducted hy the Syndicate and their 16 , 

17 aS3cciatc9. The other vie\.~oinc maintains ~hat state lott~rius 

.~ . 

18 actually undernine the ~~imindl ~lement by co~poting with them 

191 and taking valuable customers a\'1ay trom them. 

20 I In preparation for this appearanc~ we surveyed our 

21 I field offices !-!overing the eight st"ates; which no~" conduct legal 
r,.,. 

t.y :: II 

241 
ft>dl!rol R~porfer', 1M:.. 

25 1 

tlleir informants had noted Oil illicit gambling as a result of . 

lotteries and asked them "lhat effect:. their ilw~stigationsand 

tho creati.on o!: the lott'3ries. 

l .. ithout exception, the of:fices covering Connecticut, 

f",'; •.• ~<lCtlt' •. ' ",.?,' ',' 
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i - 39 Marylnnd, Massnchnsetts, Michigan, New Hanpsh{re, ~ew Jersey, 

2 New York, and Pennsylvania reported ~o discernibla effect what-

3 . soever. As most of thc~ p~inted out, lotteries nrc not g~arcd 

'" to compete with the llndc:tworld IS n'W...'1'.bc::;s rac~et which is con-

5 ducted daily, offers credit, rays better odds, is nontaxable, 

6 and allows the gambler to select the pa-:ticular digits on 

7 which he ,,,riRhe=- to place his wager. 

8 Interestingly, the press reput'ted last l'ear that 

9 Hew York City .<lns considering a plan that ~·:ould take the battle 

10 right to the enemy's frcf,t. The Off-Track Bettior;, Corporation 

11 (OTB) al'll1ounced in Februa:.-y, 1973, that 1 t '-lanted to launch 

12 a nW:lbers operati,.:m of h:s mm, identical in concept to the . ... 
13 I Syndicate's but offering bt!tte;,: odds. I;&s:':va.:i of paying off 

14 at the rate of 600-to-l or SOO-to-l, as the criminal el~~ent 

15 d-::es, OTa rl1:opos·~l.:l reir.:bursing winners llt the rntG of 750-to-1. 

16 If nc~~ing el~e, such a system would offer the 

17 public '.;.\>JO options • .... hlch t:light lure bettors iJway from the under 

18 world; pre~umably it would be honest (somet~i~;~hat c~n rarely 

19 be said of the illegal operators), and the higher odds mean 

20 that a le1itimate player \,'ould realize a gre"ter take-heme 

21 payoff after. ta:-.es than an illicit player would without. tAxas. 

22 See Exhibit.s Nos. 11, 12., ar.d 13 f r 

23 technical descriptions of how a 

24 t~~ic~l booy~akor and a typical 
.. F~~rQt Rq>Ort~rt. Illc. 

25 numbers operator ~ork. 
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To da t.c, ;'lothl~g bas bc€.:n· dona. to implcI~cnt the 

2 orR recoll'Jllendations in NOH York City, possibly ba=~use of the 

31 problez;ts of dp-ciding just ',;h:Lch forM such legalL:<ltioo sh~,.IQ 

4 I take. 

5 

f 
6 1 

7 

8 
I 

,: I 
I 

111 

12\ 
" 

Basic~lly, there arc four alternativos avai13blc: 

(1) outright aboll tion of al.1 il:1tig.::.r.blillg rC"stl:ictio!"',s, (2) 

licc:1sing of privatc individuals and business concerns (as done 

no''': in the SLate of ~;cv.:.c1a), (3) liconsing of qurlsi-public 

bodics (nuch itS O'l'D in N(M Yor};), and (<1) nssll.."':'ption 0: ull 

g41!nbling functions by th.;: go·/crn;:.cnt itself. 

J~hcrant Pro~lams 

Since the fir3t of these four options would obvicusl' 

13 1 mAan n cutthroat~ t'Ji~rf;;r'" and ultim;\te dOMinatio!) by the :,mt'!l.;r.-

'~f4,1 ,,'orld, rno!;t p::oponcnt!l of legalization limit their advoCilCr 

151/ 
II 

16

1 

171 
18

1 
'0 I. 

20 

21 

to one of tho other three p05nibilit~os. Even so, tho qucs-

tion3 cf corruption, indirect crL~c5, and expertise should be 

As th-~ Chairrr'.an of this CO:OJ:tission, 1·!r. Horin, 

point":!d out: last July in un arldrcss before the ~:ationnl 

Confn:cnce on ?ul:;lic Gw.1bling, dc-crin.!.nallc:atioll of gar..bling 

will not and payoffs to dishonest police or other pt:.blic offi-

22 I eiala, despite whrn: idealists say to. the cont=.:u:y. 

231 Nor will it end tho nc~d for losing ga~blers to 
I 

. 24" cOr.':.lit robbc.ries, b'.1rglarif'>s, or cnbczzl~er.ts, 0:: to hor.t:o·,~ 
No,cllt~pcrtf'f1.; k.<:.11 . 

25 I fro::l hoodllL";\ loansh<l.rks i.n order to make up their financl<:tl 

.I 
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shortages. 

Also, as Mr. List, Attorney General from the State 

of Nevada, point~d out to the National Conference on Public 

4 Gambling, few states have either the! expertise or the manpower 

5 t·p adequately ::::on trol casino gambl ing yo'! thOllt go~ng through 

6 I a' difficult adjus~~ent period. 

7 Public Reaction 

8 Admittedly the ,problem of 

9 States is a sc::ious one. Its total 

10 I' country's Single largest industry. 

11 quired an am: a oi glrunor and oaring. 

gambling in the Ur-.ited 

annual gross makes it the 

In nany cases it has ac-

People us~d '':'0 betting 

12 the comfort of their hon-,es \-:1 th friends and relat::.ves fail to 

coraprehcne tr.::: e· .. i15 2.nd ~riolence. attending profc:ssional, or-

1n 

13

1 14 ganized gambling as practiced by the ~nerican underworld. ~~d 

L<; even the judici<:ry -- daily listening to trials of murderers. 

16 and other vicious criminals -- tend to think of gambling viola":: 

\7 ! tiO~S (regardless 

'8 type offense~. 
I 

of the size or other factors) as harmless 

19 If this Ccrnmission successfuly manages to i!1form 

20 people everyy.'here regarding th~ true nature of gambling i t ~Jill 

have more than served its purpose. 

Lately we have seen a tendency of some judges to 

23 hand dOh"n substa:1tial sentences oE five and ten years in Syndi-

241 cate gar.'.bli:-.g trials, and we think this is an encouraging crend 
:':~ fNNUI Reporlen. Inc '\' 

25 It sho .... 's a grm;ing public ;r .... a,reneSA of the dangers posC'd to 

society b~{ the org,mizen undcch"o:cld. 

' ....... "~:.--,,,, .. ---- -... 
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<tV 31 
He in tho Fn~,cor::ni:11y you ev-?r',/ n I1~CeS5 

2 
in your ond,:!u.vors, nnJ I ~lO.i?(.:l th;:tt t:.is prc;:;e:1'.:.:ltion today' 

will be of sone oS9istance to you in your ef!c=ts. 
, I 4 

Thank YOIl. 

5 

6 
Incid~:1tal1y, by il. strar.gc coi::.cit2cncc, Sen3.tor 

7 
Cannon hai?p:,',,;; to be ch~irm"n cf the CCI!".!"\ittee \'.'hose roo!;') 

8 
this is normnlly. I h~ppen to be sitting in his seat. I t.1.in!: 

9 
the only thing r can GO in. r.;:!!:l"iblltion is ci:f.er hi:.t ~.e =i1::3t 

q~!stioning period. 

8m~A1'OR CJI.:'i:',O:·j: Hell: thanl~ you, :!r. Chairmo:1. 

Hr. C1cvelanu, t:"at is a very interosting statemGnt 
13 

you hav~ prensnted here. r woul~ li~~ to c31l your attention 
14 

to a fe'.{ parts of it und question you a little further. 
15 

On page 7 you said that, dEvon the cases closed, 
16 

dt',clined, or no-billed w!re not co:nplett:! los:=;c:~ since l~J7S of 

17 
them ,.,..erc r.::ferrcd to 10:::-a1 a ut.i1ori ti~3 for prosecutive 

18 
consideration." 

19 
Do you h;,.ve any results on tho:;e cascs that ~\'cre 

20 
referred to lecal c.utho!.'ities? 

21 
HR. CLBVEL'0iD: ~<!cat:se the other agencics GO not 

I __ t, 

"--:. .. ;. 

22 
al~'lays };ecp us apprised 0= the pr()sccutil.'c action t::ey t.J.i:e \·:it: 

23 
the infor!:lation we fu;-nis!'l t!1cr1, our r0corcs arc net ccr..:,11etc 

24 
:"r~.Federo( Reporters. Inc. ill i.his rc:s!?ect. ~on(! of the .:1ccor.i::li!>l1l'~ents dcalin'1 ~;i til 

25 
arr'.::!st':l a:1d ceonfiscations, !~(Y'JCvcr t il.re Got forth a3 E:"::'li.bi ts 
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av32 6 and 7 0-: r:ly testinon:.r. 

2 Han~!, of t~ese in:3tance::> st.cra froPl cacc:s o!,Jened by, 

3 the FEI but late:: re£c:::-reC:. to local aut.:.o:::-i tics "':hE::1 1. t 

4 becarr.~. afparent ~~u.t no fec;·::ral la'·! had been violated or t:1'::: 

united Sttltcs l.ttornc~t did not believe feder'll pro~ecution \'/a3 

\~a:::-rantec.1. 

SE!E\l?OR CA:mO:i: So that yo~ do cooperate fully 

'1ith the local (l'.!thorities on pal:t~cular cases even th::>ugh they 

may not involve violations of the 1970 I,ct? 

!E~. CLEVELll1-:D: Right. Yes, !::ir. 

11 "20 ,000 

12 ganbl:I.ng arrests and confiscate over .$9,000,00 1) ~/orth of cash, .... 
. \ 
I.i -" 

"i!lat tYLJe of !,Jroperty a!'lu '.'I'2.gering paraphernillia 

have you confiscated there and have T:;u been able to IT.ake a 

16 disposition o~ these itc::1s to reduce then to cash? 

17 r-T.. CLr:;VEL]\~m: Tl1i.:.; ,·:ould include a lot of tec..'1nic.:: 

18 equipment: telephones, addi:1g machines, office equipment, 

19 auto::lobiles, and the like. nIl of these item::> are turned. 

20 over to a United States :!arshal, ,."ho is charged ~d.t..~ dis:?o::;ing 

of them after t.1.e govermr.cnt's prosecutive i:1terests h.:lve been 
If'''' 

,..,~ '., 

'" ~ .... completed. 

SE:iNroR C]',~l:-1O:~: So, if the~' are using an autor:1cbil'~~ 

in the transport<ltion of illcg.:ll ga::ling equipr::ent, then t!1.J.t 
Ace·F""I",ol RcpOl1en, Inc. 

25 is a CO:lfiscateu item nnd that C.:ln be turned over to th9 :·jars!13.. 

. 
j 

I 
I 
! 
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av 33 for disposal? 

2 
1·!R. STAFPi::LD: '·le ulso have the privilc(]c 0:: 

3 
conf:i.scnting property uncc:::- cert.:lin cirCl.:.r:'5ta!1t:c;;, but t~1C!~C 

4 
hus been rather a reluctance to ta~.~e t.\...at t .• ·~nc'l., of a ck :-,1' cnc"> . _.... .h - ;I'" 

5 

6 
a locat.ion is being used, an apartr.lcnt is being used or a 

house is bc~.::?, us c::::l , thep you can confiscn.te t!lat IJropcrty: 

m~. ST~Fr;LD ~ Technically \<!C! can. 

9 
S!..::~]I:l'OR Cj~;i'W:~: Have you cakcn uny act.ions un~cr 

10 
that. provision of the la'd? 

11 

/ 

No, sir. 'rhe L\1partmcnt 0:: Justj c.; HR. STAFFELD: 

12 I 
I :-tas ask.;d that ",'e not bdco~e involved. 'l'here have bee.'1 sor;:c 

13 
instances t:hen a federal judge hu.3 decic.ccl that this ~:ll)uld 

14 
be done because of the gl:nvit;{ of the case. It 1'1a:3 been V'Jr'! 

15 
seldo!!l. 

16 
SF':'~i\'rOj>. ":i\NHO:.r: You ind~cated in your state!'lc.nt:. 

17 
or you caid tliC!t as a n.'5u1t of ~f=orts of the federal gavern-

18 rrent u.T'lder tho 1970 Act, l'oU have driven a nUJ"1ber of these 

19 
:;>eople to other cr.deavors and t\,·o national Synd:!...:ata figures 

20 
have fled t.."-e coulIt:r.y. 

21 
'-7110 are those figures? 

22 

23 
a'ld the other one is Santo Trafficat1ta in 'b'a:;\:?a. 

24 
Ace·FeJerolll"portul, Inc. 

25 
a..'1d are i·:arra..''''d:s outnt::.n~1.ing on then? 

... < ~ .i:1o~ .. "'.' i: .... ,:. 
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.::tv 34 !1n. STA1:'FELD: There are no \':clrrents outsti.lIlding. 

2 Gil Beckl~~{, who t-:.::t5 rnent.ioncd in !.1r. Cleveland':; t,=c;ti~ony, 

:l disappeared subsequent to his conviction, and of course, the 

4 warrant is still ou~standing for ~is arrest. 

5 SEi.L~TIJ~ CAlj;":O;~: I see. He \Vas never actually in 

6 custody. He ' .. las convicted and then disappearE:d, is that it? 

7 !·m. STAl:TELD; Yes. 

8 S~:TATOR C.i\N:-W~:; JU:(.l there any outstanding \\'arrm~ts 

on any 0·£ these people outsE'o t.~e cou. ... try nO\v ar.d is t1 . ..::.rc 

any offort ongo~ng to extradite them. 

11 :·la, ST.l.FFORD: r~ot to my kno~ .. ledge. Do you feel 

12 thJ.t the ef'fGr.:t or the .~.ilflt~ence of organized crime h~ 

13 increa';;ed. or dcc't"e~sF!d ov€:.c the past .Ee~ ... years nO'.·' asa rcr;ult 

14 of the activities or in con •• cci:.ion t'1it.-;" t.'lC activities under 

15 the H'70 Act Or 1961 ;"ct', 

16 1m. STA2FOP.D:H~ll, ~.,e do kno~: that of ~he lenders 
I 

17 of t..".is org.::mized crime alcr-Ient involved in ga.'"!'.bling opcr2.ticmg 

18 miln=t of thc.--a have beon jailed or have for one reaSC:l or 

19 ancther gctten out of the business. 

20 110',-1, is o!:S::lnized gnmbling bigger today th.z.r. it 

21 'vas yasterday or ten years <logo? 

22 Offhand, t,~is i5 ;;. di~£icult juugme.!1t '\:0 r.-.2.ke, but 

23 I think wo coln aafely sa'] that, had it not: beon ch:.:cked l it 

24\ 
A:.t·federol Rtporten, l(\c'l 

25 turned on. t!H~ Froblel;,! af'tar the I'PtJ.:llac:l.:Lan r:le8~ing of 1 J 57, 

Hould 00 \::. lot bigger tl\un it is today. .·ii th the spotlig;lt 
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a" , ... 
\ ....,.1 1 I t.'1c full. force 0:: public outrage und Congressional lcgisla'..:icn 

2 
\H.:.S broush.t to bear on corr'.:.;?tion and ganbling o.:?er~tions, ~.!1d 

3 I t.."link that had this not h<3ppcncd, the situation ,,:ould be 
" .. 

4 much \'lOrse no\., t11<111 it is. 

5 Sr;~!ATOR CNmm~: Do you think that. the pTosecutio:1 

6 of these gc:rolir..g C£f~ll~QS is t.i.o FoIO::;t effective means of 

7 controlling org:mizcd crime? 

8 HR. S~AFFORD: r t.hink cert<lin1y it is :m 

9 ir.~portn..'1t ana. Is i .. t the .. ost impor'':dnt? I think it 2~ob~11 

10 is. 

11 
SENATOR Cl~mON: NCl'\.r, do you believe that yqu hcwe 

.' . 1 

12 adequ3te tools in this a:cn under ~1e 1961 and 1970 Act or 00 
~1 

\, , 13 you think you ouc;llt ot have m()r~ tools tha..'1 Congress has 

14 (Jiven. you ... t the ~rcsent tinlo? 

15 i1.'1. ::,rAF?OnD: tihat He have nCM hz.s been quite 

16 effcctiv~ and we; certainly h~ve not seen any nced for additiona 

17 leg:· .:;lation, and "le have nc·t asl~ad for it. 

18 SE;~ATOR C;Un'iON: He have heard a lot of statCl':1cnts 

19 that the proceeds from illegn.l g~ling supports organized 

20 

21 Do you hav9 precise and specific evicence to support 

22 that, and if so, 9i ve us sorr.c exam;?lc:j of the 'types. 

23 r1R. STAFTOPJ): t·Jall, ~·:e }:noh' that some gCJ:":':'li:;g 

Ace-Federal Reporters, loc. 
opeLatio~s support najor s~ndicate gGngs. They ha"Je no ot!lcr 24 

25 rr.~ans of incm:;e.. It. illl CO:7leti fron tht:ir ,,.a:ti:::!~s gar.'2>ling 
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·'.' 36 activities, GO certainl::' it docs support the organized crinc 
2 

effort as a "'holo. 
3 

"iG have, of cou::-se, a fI'lilU ::rol.l Pittsbur,)h ·.·:ho hat; 

testified \·,i th res?ect to the size of his operation and the 
5 

fact that !1e er:!;,:>lo:ted 2, 000 individuals in this :~ind o~ an 
6 

o[)cratiol". So it cert2.inly is the source ot incor::e for 
i 7 

organized c=~~e itself. 

8 
SE:~ATO? C~!!IO~~; "7e1l, \'Jore those 2,000 people 

9 
eng.::gc1 in cr~~'1.ized cr:.me "cti vi tics or in the illegal 

10 
gD.rrbling alone'" 

11 
HR. STAFFORD; r \\Totlld say they are part of the 

12 
, 3cp;10 thing. The:y are organized crime and their ftL"lction in 

j 

' .. 13 
organized crLilc is the perpetuation 0:: this gambling. 

14 
SEl;l~O? C1\lr.~O:.J: In Yol.:r stateTi:8nt you indic6tc that 

15 
there is practically no illeglll casino o;?erc:':ions in 'che 

16 
United Statez tcday. 

17 
lio-.. l c'.lid you use tools under the 161 or • 70 l>.ct 

13 
to close dm-m Covington, l~cntuckYI for e~:(l!:,;ple,and some of t!.G 

19 
other places that have been closed that ~'lCrc notoriously open 

20 
ovor the yoars? 

21 
rill. ST~.FFOHD: Hell, of course, these arc operations 

·22 
that you can j?(lnctratE: t;h:::~ugh tl.!1c1ercovcr: o;?erators. t'je :1a<1 

23 
some undercover operators ~.;ho w~rc able to p'.;mct.ratc al'ld get 

24 
:".Fedcrol Reporters, Inc. into the actual casino oper."ltions i'mu alsc. penetrate sone 

25 
corruption asrccts tJ1at Here onCJoing. It ~'ias throug!l t."'0se 

'! 
~. 
I 
;1., 

L 
t· 
I: . 
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av 37 investig.:ltionr., en~)loying on-thc-body rccorcing d·.!'!icoz to 

2 

3 and close up tho$e casino oper3tions. 

4 SE!;;SOR CA.:~:\O~'l: Do ~loU have a ':et;l for \1~et~cr tho 

5 legalizing of tl1.::! lot.t.eries that !'lave bQcor.lc r'!orc prevalent 

6 recently no'" ha3 t.ended to le:::;sen t!1e feeling of the d:l..ig~r~ 

7 of garnblinC}, that i3, fronl the standpoint of orga:1ized cr1 ... ,,,? 
8 HR. ST;'.PFORD: He have no indict-tion that thill i.s 

9 cutting into org.mi::cd c~ir;H:! 's profits. 

10 Is thnt ~':l~at you me<:4'1.? 

11 

" 
12 to' .. , .. rd is the attitude of t:h~ gene.ral ;?ublic and the attitudc 

j 

'" 13 ..... of the ccm:t3 to'iurd g<:..;;;ing as a ·re3ult of t.'1~ f.:.ct. t:.<\7. 

14 lotteries have started nOi'; to bet::o:ne quite pt:cv<llent fron a 

15 lcg<llize~ st~~dpoint, ~'1.C your off-track be.tting is 

16 proliferating and :::;0 on. 

17 Ill. STAF1:~On.o: \';cll, I think pro;'a!..lly 1n5c':;1.1: ilS 

18 the public in general is concerned, I ca.'1 think 0': prcba1:>l~' 

19 one appropriate example. I l!'l i.:l::ri.liar \.;i t.," sone offices in 

20 the state of Harl1a.'1d -- busincs!3 of.:ice3 -- and t.~e secrct'l.ric; 

21 in the.l!1 never kne~: \·:hat a lotter.! ticket \'las, ?ro~ably never 
". 
~ :, 221 bet em the nunbers or did anything i!1. that vei!1. be=orc. nut \;;"''',..-. 

23 J noi'1 that you cnn buy lotte.'!:"} tid:et::J in tbe beauty p.:lrlor, 

241 b.:lrbcrz!1op, and ... cat ma~ket, those. c~ployccs Ca!l particip.::.tc 
... F..da<ll R"f'orters, Int. 

25 under f~Jili ar su~ro\!l1dings a::r.1 th us acquire a..'1. in troductio;;. 
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to this type 0:: gar.JJling. 

Evcntuclll~!, hO~"I?Verr thcy outg::o':,' this si:::pli::icd 

ver3ion and ~" .. nnt sor::cthing !!'lore frequent or :norc sop;'listic.:ltcc1. 

Docs this lead thcn into the illegal category? I don I t t:no..l. 

,,; 

.. l 
':1 

/ 



I 

/ 

3.V 1 

, 
'''' 

31 

1 

2 sl1lves ar~ conr.eX"n~dr :z'ou s~'.! 1:1 your :::;tntcr.-:!nt. that t!le:r haVe 

3 had no uPDreciablc effect en the illeg~l type of ~ctivitias? 

-4 
I can It sa:r t!lnt it decre.:\ses ':hc 

.' 
5 illeg;~l e f5~ct!j of it. 

6 

7 thcrc is U re~:::;onn.tle infer~nc~ that it night actu3.11:z' :':1<,;;::-,"".':'1 

8 it bec.:n13e of gecting a broader '3cgI:'.:!nt 0:': t:1.e public .l~:are 

10

91 of ho\'1 it's !?la~'ed ~:11 \·:hat's going on. 

'm. f:,'r.:'\'!'''":'EORD: 'l'hc~e have bec:;. ~C')Me su~v;.!ys -- I 

11 doa I t kno~: hm: ."luthe:1ti .. ; or cOl1clusive t11ey are, ::'ut there 

13 I 
14 II 

15 . 
16

1 

17 

I C.C:l't 

m:::':~.70R C;~mO:l: Uhat, to you, is t.~c most ?e:cva5ive 

proble, tod.J.Y :or :c1cral l~i; c:\::o:cc~r.,e:lt in the field ~}f 

illegal y~ling? 

18 problen of enforcc!":ent, i'l.!ld full enforcement frOil all leyels 

l-? o!: !,?olice and other la,,1 cnforcc'!"'.cnt " .... ]"'!ncies. I thin!t He. jUg t 

20 hn'''o to put t:1C pressure on it con" tantly. 

21 SE:-l;'\l'Ol'! CA:~J~iO:l : Do you t!1ink it's possible to 

221 elir:tinate illegnl g~T:'l)lil'\g from the C01l..'1 t !:'...'? 

23 HR. S 7;":'::0 r.ih ~:o , sir, I ..10 r!ot. I t:'link t:'at 

24 ·,w.gcr.ing, ui t,'1 t!\C int.crcGt. poo:)10 hc.·.r~ in it :mel t!::'! fact th:l"; 
At.".hd~fOI J(cp<>rl .. ". '"c. 

25 the:l ;1<.WC a li!:. tle ox tr... rr-no:l, r"~s ill tG i:'l there. ah'ol:!'3 ~ci:1'l 

I ! . 
I 

j 

\ 
\ 

" 
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av 2 .:l. garXJli:lg r.ur}:et of sonc l:i:l.d. 

2 
You said in your st.J.te~ent that you 

" 

3 . 
hacl on one case -- and it :'asn I t been cO:1cluded yet 

age:1ts tied up)n an·invcstig;>.tion for .:l. period of a ye~r. 

5 
Is thi:3 J:inn of 0.:1 e':':ort 0= r.J::;ources, bo';:~ i:l. the 

6 ~one:.r o?!'ld pcrs:::.:me}, j usti=ied in the proclc:;::; that Houlc1 bE 

7 oliniaatec1 by :)ossibl~ :;>J:":')r;ccution ill '" case of that typa? 

8 
HR. CLE'BLAlW: Ue '.:hink it'~ fully justified, 

9 
senator. The results, I t1li"t, \dll have il vcr'.! good e=::ect 0:1 

10 
the particular endeav.-:n:' invr:lv(!d, l:!.ic."l "'.?o3 !:>leec1ing :~c:::.i.(-ty of 

11 

12 
Til~ ':ilCt thnt: \'0 ,·.'ere able to br~ak t!1at case, I 

13 th~l'lk, ,·;:':tl ha'm a grcA.t c':f.cct on th:lt particull\!." endeavor 

15 Do you agree ,d th t;lat? 

16 !!P.. S'£AFFOf!D: Ye::; ~ 

17 SE:.~.II.·EOR C.l\.:·:::O:J: YOLl talked about t.'1is Cav-'illero c,:u;c 

18 in YOUr:.<j5to;.;n, Ollio, and h'1ve some c:,.:hi!:lit::; ::'ere of. the c!an:t-;c 

19 done. 

20 
\tjere there over :l:1y arrests and c0!wictionz in th:l~ 

21 IcasG? 
.(...,to, 

'f' .:~ 22 " ... !~t,. 3T~.rFO;'.D: ~\O, sir, there ~lerc no arrests, but 

, 23 1 bec3.u::;e of the intensive in'lcsti(Ji1ti'le j?r€:ssurc brouC;:1t on t~is 

24

1

T.1at.:tcr by local, sta';c, and fcdar'\! f)£ficial.1, t:H? <;;tring o~ 
.r~er~1 Rep<>rttrJ, In<. 

25 i!;"o~ir.<;3 \';:lic:1 :l.J.d !:;cen ~lc:guinc; Yc)t.:n!]s to',m fl)r ten. :r'C.:l:::'s \..:a5 

I 
II 
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1 I In:oug! .• t to a:1 abrupt end. 

3 invostigatio~s in ~n ~~t~M~t to --

4 1m. s'r,wron..:: :.0, <>ir. 

5 

7 1:'0. STl'':::TOr.D; Tll'~r~ H:\S:1 't any c1i;::t!ct ill'lolvcr:lc:ot 

8 a!3 far as our ·;:u .. j)lin~ o!?cratio:1s UG~e concerned here. ?!1is 

9 was a.'1. i:>.tern<ll strifo in the various uncl'H."'.·!orlc! factions 0: 

11 

121 
I, 

1 .. 1 

1:1 
151 

l:'.o::iliing, a~ I recall, \;e dic!n It.: investigate it. 

.. 
in your c-;:xhi!.>i ts here. 

16 <;0 r.1uch. 

17 ! think it ha~. It has been concludc" 

18 

19 tho Friars' Club C:l.se, or ~:as t.ltat a different caso? 

20 I 

21 I sr.:'~.'.i'on cp;mO~i: Friars' Club; i\!ld you s<'>.1 that he 

HR. ST;\I'FOP.D: Friar!! t Club. 

22 ~la'} At 

23 t,'<lS he in~rolvct: in one of the sn-cp.llcd Qfa;:)il~' 

24 
de<ol RL'porlct1. It>(. 

25 L'\11eg~d17 • Insof.:u" as \:0 C(l;n <io.!tcm.ir-·:) 

',-",,> .• ,' 

f 
I 

t 
.~ 

I 
I 

f), 

~ 

~ 
.~ 
~~t 

~~ 
w·~ 
t .~ ". .,.:::~ 

\ 
" 

~'il 

:" 
'. 

~' 

J. 
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2 
~\icago org~n~~3tion. 

3 
Sr::L\'.:'D!'. C.\;::::>:l: :lr. Cho.irr .. 1.t), I doa It 'dnnt to usc 

41 u~ all of your tine herc. 

5 

6 

71 
to tho rcllcall bellr, ;lcre to let t!'lC Con-;l:cssional r.1Jr..!::e::'3 

question £ir!3t. So I Hill c::..1.1 on Congre!3!3~an C,'\rney or O~!<": 

8 HR. CAF~-ir:Y: I ~"ill defer. Trrj questionn at this timl). 

9 

10 
me1l".bor~~, 'r t!1in~" Scno.tor GU1:ney hilS subnittcc1 nome r!uC!stions. 

11 I don I t kno':1 \'::1cthcr he i!l goi:1() to be here pcrso;'. \111, but I 

12 

13 d.oc~m· t apl?~~r I .I. ',:ill read 5011'0 'of thel'1, <.lnu then r have so:.\! 

:;l.-. Colcn,'1.n is tho prr.::;;cc\.:ting attorney frcM 

16 

17 contact with qo~e o~ ~our ~riDnd5 over on that side of ~le 

18 rivor. So you're next, Jim. 

19 

20 
!~. Cleveland, I have ono 0: blo question~. On 

21 pugQ 20, yO\1 h<tvf3 stntC'd there , ... ere four alternative,> available> 
I 

22 

unu I am certa.i,n t~at the ::cclly:al UU!:CZlU of Inve<;tiqatio:1 is 

not ~or that. 

,,' 1 
~ 
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10 

11 

12 

13

1 14, 

15 I 

16 

17 

lS 
I 

19 

20 

21 

22 

23 

241 
1cl ltfiY.:t"", ,,,<. I 

?5. 
i 

3S 

t\\·o posDililc c::f.:)c~s c~ J (;!:tcr: 03, v:ill2rc :tOU i1i\".'<! <;<1iO th.l!: :'O\j 
h~v~ no inEorr:<:ltic:1 t:·I:l.t t:1C (;r·::<.1i t ,.:ill J;c i:r.lc~'-ll to ~'rcr;c:.t 

tlHlt correct? 

field 0: ':lcc~ covering t!lO::iC .!rc~s i!'ldic~d::cd t!.nt i t h .. ~(; not;. 

HR. COLE!L··.,!·l: Z'1<ln% you, II ..... 
.~ . Cil • \. rr.:l:l.n • 

"ro~ccut.ing nctorna,:r frol':l Stark County, O!iio, vho in :~r. DeY.d. 

\'=<:1 ha'la 10.''': enforceMent peoi'le on the COr.-:1!.ssion, n!l ~'ou knlj,,,, r 

Hr. Clcvo~:t.nd. 

HR. D:JH!): I'n ?cil.:~icularly iaturestcd in that 

vrobl~. 

On pago 9, in ~nrt:icular, t~c cOD~lcx na~u~c of 
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36 

I gar:'.bling caBc:;, Gct~ frolTl .:\n c:1forcer::cnt nne a :?rosecutic:1 

sta11d?oint; and in th~ contc>~t. of ;10'" do .·.·c !1'lai:e a liore 

COlllprchensive en[orce.;)ent f:ffort ag:dnst t~lC problcr:l cf 

effort \.;oulc1 be certainly cOr:1:?lenentcd b:.' a l'::0:::! effective 

the countrj. 

Is t!lat a fai:: sWTl..-:la!:".l of ~our juc1gr:lc:1t, that t~e 

overall enforcement c::fcrt \·!ot~lc1 cert.:dnly be bc~ter, given 

a narc effective local effort? 

!'Ht, CLEVEL.:~W: rL'nere is no quc<;tion abO'lt: that, 

12 •••• Do"d II ~.-~. (,. I thi!'lk that \.;e have to have an effort on the pa~t 

13
1 of illl local 

14 

~ut!'.oritie3 if '.le arc to helve any succe~.J a'~. all, 

and w;lerc there 15 not tha~ full effort, t~en it's a qU8stio~ 

15 
of the huge aI'!'.ount. of r.tunpo~·,·er devoted to a proble!!'L to tr'.l to 

16 get it in hand. 

17 :·In. OOilD: Accepting t.~ilt the enforcel7lent problem 

18 I a!J you c!c!3cribe it i::; cOMr;lcx, and accepting the proposition 

19 ; t!lat oven a. .. ong T.:'!el:ili~rs of t!lC !'ec1eral Juc25.ciarj you have 
I 

20 : judges \,':10 look upon ga-:l~ling at;; 0 t a minor nature, do ::'ou 
I 

21 have any rccorr:menci!tions to the COIT'J"'Ii'ision on how He ~ig~t, i:1 

22 some \1ay, help stiMulate a norc cO}"'l~rehen5i 'Ie local a£.fcrt. 

23 ree :>gni::ing t!1at you have the p.r..)olcT.:'!s 0:: priori ties at t.he 

24 . local lc\'el, ~'OU have t;w problcns \d th the j ullgc:J probu~ly 
I.' ... ·fedt"fol R ... porters. 'I\c.i. 

25 compound''l.d in t.."~ sense of lookins; UPO;L g<1.!:'.bling o:fenscs as 

'-... -\ 
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1 I :r.inor nne: lU1','lillin.; for 0:13 X'p.ason or a!1ot:'er to visuali~e it 

2 in the context t:1at you co in thi:> very cor.~rehensive rc;)ort? 

3 

4 effective local effort? 

5 nR. CLr:V''':L!:':'W: I \·:oulrJ t:-,ink i l; boi 1s dO'.m to a 

6 1 ~ublic rel3.tion:3 ·~rcble~.I. .,1; ;;- I think if tl)is CO=--:'1iszion is able 

711 to inforM 

B I' cd".a .. ~d 
the general public: of 80,,10 0'£ t.'1c da.'1gers of org:I !1S <:e4 
o2:g<lni, zcu garablir.g, it Hould go far to;.;ard gcttir.g 

91 the problem to the people. I t.hink most peo:?le don't rcnli;::-e 

1011 tl1e seriousncs3 of t:h8 proble::7I. 

11 II !·m. DOiiD: I t~inl;; t..~at pn ~abl:.:' includ05 people 

12 in enforcement. 

13
1 

141 

r·m. CLr.\C;r.J.r:.:w: Ye';;, gir, I thih:~ so. 

1m. DonD: You have a difficult time -- t!1c rBI 

15 have a t1if£icult tine in visualizing ho'.! the evils of illegal 

16 ,gam!:lling that you ha.ve cut:.cgo:dzea are going. to b0 elininatcd 

17 I by I!'.ore legalization? 

hus been too rnuc!1 decredse .in illicit c;a;'1bEng in those arU\1S 

""hero they have leguli;:cd gru:'bling. 

21 !-m. oo,f;:':: i'iell, you have t3.lkeu iUout t.'!ote attractive 

22 nesr; of illeg.':1.1 g~.bling, easy credit, no ta:<il.tion.; Thoso 

23 t· .... o stand aU;;. in rr:'j mind. 

241 Even if t:le govcrn.ne:lt were to as:::;u."e in s('r'l~ ';.)ro:ld 
:",".fr.j~'nl R~Ofl.rs. In(. 

25 'v;:.ly all gn!'wling int-he sense thut til"y Hould attCi;?t not to 

. ..... ,. 
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I fr.:tl1cllisc it but simply to ~3:;ur.le t.\'1C e:1t:.ire gar:'.lJ1ing op:;.:: 'tion, 

2 \':ould that c;t:U:L le<lvc o,?on t~!e illeg11l gamlJling n~rJ:ct in t~c 

3 sense that t!1cru nig:~t be easy crec:it that the Sovcrr.m~nt \;oulc1 

4 not exte:1d, and also the t:.lxnt.ion prol.>lcnl'? 

5 

6 becoming legal, 50 I have a di==icult ti;uo 1001:ing at t!1.e ot:1Cr 

7 sic!~ of it. If you have tha :iamc fd~:'~ities in leg:!l g~Jr';:-ling 

911~e -- but that .is sQl::othin':1 t:1.at I C,c.:.>l't vis\.!'11ize, so I 

10' h.:trdly kno\;' ho:,,' to arlSv.'er tha question. 

11 z.lRr lYIHD: The .reason I asked this scco::d line of 

12 qu~st:i.or:s follo~,;ing up t1--l.."' onforcer:tcmt 'lucstions I is that your 

13 response to a more ef£e.:tive local enf'jL"cenc:1t e=~ort. is 

14 public relations, and ~..:hen r talk cbout tllC problen 0= c;u.rbli":'lC], 

15 I r const.:l.:ltly get f~ec1buck to rr.a b:,' peo,?le t!1a-:: I consider ~o be 

16 1 rC3p.3nS1~lc and the ;,>00;>1e I con3ider to be ".,ll-edccated, the 

171 anSHcr is \:0 legalize it. 

18 I think \ole have dcvelopC!d a truism in the co'.!:1t~.! 

19 1 that legalize gunbling a:1c you get:r'ic.1 of all 0= the evils 

20 lof illegal gil!:-bling, a."1d I ~ccr:w'c y,~)ur (1nSt>e~ of ;?u.blic 

21 I relations <l!;.j a -way to g~t to th~ local c:1fOrCS1;1c.l1t problem, 

22 but Ilra not certain th;'lt h .. a 'Y;ould ;'0 1~r5u~3sive because ~.'c 

that 2~1 have dcveloFcd, ove:!: a ;.:>sriorl of years, t!10 rnis}:'clief 

2411cgalizcd gu:ililing uill cure all tll~ evils 0'; illegal 
k,e·F"';/e.al Repone", 1M:, 

ga;~ling. 

25 1m. STAFFORD: 

··'2'w::..,.,,_. '!.;,."'.,:;, 

-, 
" 
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"lcgc::li:w it" are t!1C peoDle ~·.'!1o ar'? pro!;ubly not g~r"blcr:" 

2 
except on a Saturday ·~ftcrnoon golf match. 'rhe:! arcn 't :i'.rili.w 

3\ \lith the needs of the; garr.blcr or t~1.e \·!~nt3. They arc not. 

41 familia;;: Hith booking a horse or betting a nu::-.ber, and so 
51 

I therefore, the; a:';s'::cr to thl"'"1 is si::1?ly :(!g<:.lize it. S'.1':. i= 

: I they theFscl '1es \-lcr~ bitLen by toe \·,a~ering bug, r thin;, they 

,:nulc1 recogn':' ".'J that they '.,·ould :3ti11 ~:ant to bet eve.!:'! aa:! 

8 
instead o~ once a \.Teek. 

9 
'.rhey might not have a sood lin~ of cr-c':4it at t:.e 

10 
bank, and they ..... ould be requested to go ::0 a shylock (or ~oo~l~1.!7. 

11 
loan nhark.) to get funds to :?a:r of:: the bookr;lak.cr. 'r:'liz is a 

12 
:t ·.::!~annel '·:hcr.~ th.ey are going to get int.o the illegal side of 

13INagCrln,;r .:U1U illegal cn~rli. t tran'3actions I bot:1 af \\'hic~ ar'; 

14 If I ",here representatives of o:cgani~cd crime e):co1. 

15 ( 
Just one !':1CIl:C .::rrea I · .. :ould l:'k~ to ;?UrsuD. 

16 I I detected in on(~ 0= your CL"1SHer:; t.'1ilt 50r:c 0:: t.'1':sc invt:1Gtig~t5. 'n~ 

17 tl:at ~·;ere not pursued ~:er..l turned over to -- at least t.'1e 

18 
inforr.lation . ken to loc:~l e.uthoritJ.es , ... here t:lejudw.ent \·:as 

1Q .. 
Imace 

20 
hear 

that "';1\0 attitude of a federa.l judge, ' ... ;'0 "'ould inc.vitx)ly 

th~ ct:'!Je, ~·:.:lS ~uch th"t you consider it non~roductive. 

21 
If tha.t J.3 your response, that th.ere really \,'<:!!311' 1: 

22\ ." t . ..' . l t " c·· - 1'0 o .. ':;:en.""'_ com:~;tt·"'r ... ~, ~ut t.· ... ,"t a ue ~rn1na~~on, ~~a.. ~~cr ~a~. _. _ _ ~.~ 

23 IsiI:l;?ly it \DS n.-:-'; :?roduc::i":~ to ~roccl;!d ·.·:ith it. 

24 I 
Icc·Federal R"por~c". If'c'.

l . 25 I. L"l ~ GO!:::7! thd~ !lad been os t::blis!'\cd. But 1.:1 t:lo. ::inal ;::m:.:ll::,·si~ ~ 

(;:r-,Ev~r ... ;'::D : offense co~c~ttcC 'i'!1cre \.,as an 

I 
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it wo~ld be cora appro~riate to effect p=esecution i~ lecal 

2 court and it \';as turned o\·er to 10cu1 tluthcrit.ies for har:.dlinc;. 

3 11R. DOH;): You had il. good case, but it h'as a \',":lste 

4 of tirr.c as far as going --

5 !1R. CLr;VEL.1'~m: It \.:as a goed cU5e, no question. 

6 !~ a matter of :=act, Vle hac to utl1ize Title III Electro:1ic 

71 Surveill<Ul.ces, ~·:hich req!.lil'c a tror.!endous amount of ~3r:.pO"'ler 
81 to establish the case; but in the final anal.:z::;is it ':la::; not 

9 tried in ::cc1eral court, so it ~!as turned over to the 1ec",1 

i 0 v.uthor:. ties. 

11 I night say in response to that· explanatic 

12 t.."1at ;r t.'1in.};. local e •• .torc:'::icnt occasion?lly is dO\'o'ngrac.ed in 

13
1 

its C!ffort ~·:hen th~y hD.·:e reac~ed the ~.:l.-:-.C cO:1clusio~ thi:~ 

141 it's a H;!l::;te of their t5.:;-.e atld resources to cor.centrate on a 

lsi, g<U!'.bl.i.ng figur~ bcc.:lUse thoy ore goi~g to n:.1et the S<l.";\e rc~ult 

16 r ;:ith the court and ':ind they have \;astecl a grc.::.t deal of tir,le 

171 and effort. for a rrini:nal sentc;}ce, i~ ~hcy ca.'1 oven o!)tai:. a 

lsI convic,;:ion. 

1? H:l. CLEVBL.:\:1D: '!'nnt is possi:':-l:r tru~ I l::ecausc there 

20 5.9 no question but ..... nat inve~~i<;ations co b~.n:n up a t;:er.lc:.dou9 

21 ar.:ount of raanpC!:-rer. 

22 

23 Clii\IP..:L";;'; I :()l~r:'1 : D1:'. .l\llcn has jus t. arrived fran 

, 24 !I haviny 
; Ate-Fc.J.,al Reporters, 'nc" 
. 25 t'i~uld you like to get yeur breath, Dr. ; .. llen? 

, 
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DR. i\.LLr::l: Plear.;e, Hr. Chairmnn. 

2 
CllAIl"'..!.lI ... '-: l!oru:~: Let n:e tat:c over for il r.1inl1tc, 

3 I TOay. 

4 
Hhat i:npresse$ r..c £Jome· .... h at 5.13 t!1C concern e:.:;?rcsscd 

5 by the Com.,-nissioncr"" and I a!:1 !3urc, b:! joursclves, by Sen::ttor 

6 Gurney in his que!Jtioning, ana that is, is it reall:! eo~ng us 

7 a'11 gooe fo;: o;ou t.o dcvoto t\o}(mty agents to len~d;:1J inv'2'stig<J.'do oS 

8 just 1'.0 prosec\'te: one senior crime figu1."c, I\'hcn as soon as 1'011 

10 keC'.;?s on goin~? 

11 
First of all, YCtl mer,/~ioned that t1te conviction __ 

12 ,I'm not sure ,·:hici1 one it \laS -- but one. of the convictions Ii ~ 
13 obtained, or thClt you 11.op(:cl to obtain, \·:::l.5 I',;~ing to have a 

14 a"t"cal: c.££ect on the availability of illegal ga::6ling to 

1510rganizcd crinc. 

\6 

17 ~o far? 

18 

HOt·, Hill that be if none of then ht'ts appa1."cmtly 

h"!lat c::fcct \-;i11 it have? 

llR. STIU'FELD: Hell, it ... !Oule be ahsolute disn~?tivn. 

19 't'le knot-.' in Sorrte a!:"c,l3 ~"here H€ h.;:.ve continued to re~ove by 

20 ?r05ecut:'on the :Jeni"r ~::l.'1 or the scnier clencnts of the 
. 

21 rganization, th~t it ha~ gotten :to a point nOH \o:here \.:0 step 

22 up and t.ake the loac1er.:;hip role i::; cnly .. ;avi:Lg a flag and ()s;~ing 

23 for a lederal investigati.on. 

24 
Ac~oFcderol Reporters. Inc. 

This is certainl:.' dis-:C"upt.i\.-c to the \Liecn:or'.d aT"-

cert:.ainly isn't helping t':le continued operation of the 



...;;'--

av 12 

-
42 

ga~bling organization. So instead of being in a greet big 

2 neb .... ork I they' r:::! prohai)ly breaking off into segments I neit~ler 

3 one of which requires the strength of cri:..:".nal ability as the 

4 larger organization "lhich preceeded it. 

5 That IS the on 1:' thing ',-.'e can suUg(>~:t. 

6 Cm\Ip.:1.:\'~ r'~ORI;~: Are you saying the:! acquire t..'1e 

7 strength in t..'1e field of gar..bling or in other illegal gnr.bliL'.!; 

8 HR. STl!.ITELD: Right· across the board, gar.Jb:.ing 

9 us w~ll as otl:er illegal acti vi ties. 

Cl11\In;L~~ i10RIN: Ycu have been vcr'} cand5.d, a..'1d 

11 as Do matj::.er of f.lct, other \'litn!2sses agree ,dt!l yO'..1 that there 

12 reall'} isn't any hope of sta.:l!?ing out illegal gal"'uling in the 

13 UnitecJ States. Oi;i1er Hitnes<;es, as a mac.ter of fact, have said 

the best ~Je C2...'1 do i~ hope to control it. 

I th.in}:, aleo, that it is generally agreed by your 

16 .Q.ureau and by the Department of Justice anu others, t..\-'at these 

17 vas t ganbling acti vi tics could not be carried on t.fi th 0U t 

18 fseveral things, the first being a highly sophisticated 

19 comrnunicCltions network; second, a corrupt police 'force, 

201 locally 

21 I 

corrupt police and otner cfficials. 

lUn I correct in '3aying that \1i th.out -- I mCCL'1, in 

22 other \-lords, ideall:! if \,'0 h<:\d 10CLl.l police forces .. dth -- I 

23 !3o..y thi3 in <l11 sincerity -- ~·:it.'<1 the integrity of your mr;1 

24 Bureau, that. this opc:::ation could not <"xist? 
l,ct·feJ ... r::J1 RepOr\9U. Inc. 

25 IlR. STIIPI'ELD: I t!1ink it is unfair to speak ~ro.:\d.l:r 
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of corru~tio:l in lil·.·, cnror:::el'lcnt. There is sonc cxcello:)';:; \'m:::;~ 

being done by police clcr05~ the land. You r:'.entio:)crl the 

ir:-.;>ortance of the' g;:u:'blcrs' cO~";lunications systt:!r.s. 

can. 5it in UTl. ilj?artncnt .:.~d accept. \·:agers for quite a ,.:::·lile. 

I:i5 success ma;{ la::!t for il 7cnror b·:o ~/cu.r':, u:1til n11 0: 

a sudden sor:lebody r:.oti'::03 the .;?utter:1 0= traffic of me:ssen<],::!rs 

or ·::hut. h.:lve you. 

They ~~en decide that this pattern may in~ic~te 

9 tho e>:ist.ence of :! g~:bling oj?eration c:.nd thoy move in. D.1ring 

10 
tho period of tine the oj?l~ration ,,'ClS in effect, I Hc~ldn' t V!a..t 

11 I to say tIl'at the l.:lcJ: cf inve!3tigativo activit:: 

12 . 
carrupb.on on the ;>art of la\.l enforcement. It 

Has due to 

j· .• :;t h£ld not been 

13 fou:1d. 

During that period it can beCOMe oxtrer.:.:11y large 

.:md have co::-:,unicat.ions over the country telephcnici.' lJ.~'. 

16 
CW\IP':l.:\':~ :lOP.I~~: It see:ms to I:1e fairly obvio'...::; that 

17 :l'Ou couldn I t cO:lduct a nu.'Olbers operation or a successful sport::> 

18 betting operation without the local ,Dolice knO\-:ing .:l.bout it. 

19 and doing so;;,othing about: it if the:! have the desire to do so. 

20 
1m. CLEVELtu'iD: Hr. Chairr.:an, I t,:.ink it is a \"Jell 

21 recognized fact that in connection ,dth investigut.ior.s 0= 
22 n:l.rcotics tind gal'ililing I leoal lau eniorccr.,cnt. throt:<;;;lOut the 

23 1' cou. .. try has ~-:>re pro!Jlc .. ~s \·:ith int~grit:! t:,'H.:t i!1. any othe:: 

2~ 
urca~ of loc~l cnfor~c~ent. 

·.Fedcrc:! R<>porlen. In<:. 

25 
SE~AT(lR Ct\:-::lO:I: That raises a qttcstion in .f1'.! mi:al. 

! 

J 
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2 were on o~e cnse for a year nnd still ~le case i3 not com?lotcd. 

3 \'10uldn I t tliat "am<;! c:; ::ort in the field 0 f n::.rcotic5 

4 be morc productive t.t);)'Il this type 0:: activity? 

5 .n:l. CL3VEL."':\D: I ti1.in}~ both iireaG ;).re very 

6 ir;;porta.nt because, aCni ttcdly, t~e finances for orgn:1izcd crir::o 

7 corne m;).inly from those t~o sources; n~~ely, narcoticG ~~d 

B ga.-:'.bling. l.nd that '5 ",hero they got their fU:1c1s to br<"l:\ch out 

9 to other crimes, l'l\un;r of ~· .. hich becone vicious crimes. ThoGO 

10
1 t;'10 also are tho types o~ Cril1l02 \·::"ore the craving [or flt:1r:::otic.'; 

11 :lnd the craving }:.'{ thoso hooked on gar.bling d..dve :;or.c p-eo:,:>lc 

12 into co~~tti~g other crimes to finance t.~o$e aGc~ctions. 

13 It's c;:ro t tin!], there. 

14 HR. S'l'AFFELD: \'le do not have an'] jurisdictio.~ in 

15 ! narcoticn matters. i'iith. 1:. go.rd to tile narcotic!} problc~, 

16 I however, it's the desire of Congress and t!1e 1\.ttornQ:/ Gc;:.eral 

17 that the efforts of t!tc FnI be ot assistance in t1).cs~ inve5ti-

18 gatio.'l3 because they feel t:-tat it is ir:lportar.t. He do vor.'.! 

19 actively assist in collecting il:ld disser:-.i:1atihg info!T.::ltion 

20 to local and Fcdcr<l..l la\/ G:lfo~cor.:ent agencies ;·:hcncver ~ .... e run 

21 across narcotics in:ol:nc."\tion (,·f any kind. 

5r::I;~'l'0:1 c~mo~:: Do ::'ou just pass it. on? You '.J:l'j 

221 
23.1 you 

r 
",-,"' ... , ",M~' ~,~,11 

don't. have <L'1.~' j t:risc:i ction. 

25

1 

II 

! " 

~ J 

, ; 

1 
I 
1 , 

" , -~ ... 
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you said that yO\1 c1i(~;l' t t',in:~ you ~cc(1eu c\:1y adc1itio~al tooL; '? 

2 :Jt. CLEVr:Li'>':W: !lo, sir. The Drug S:1forccnent 

3 A:'::nini~tration is the ono rlcsigaated to ha:1:Hc all nerco':.!-:-;; 

4 J.\at4;:cr~. They arc also a P.J!'t of the DC?3=tr.cnt of Justicc. 

5 I They h"vc their O','n stat".l!3 to cmforcc. ":0 a~si5t thc=:i in evc.!'".' 

7 !/'~. COLE!tl.:~: For r.tj in forr:ation, ::un' t you nake 

B a nar~otics arrest? 

9 HP.. CLEVEL.:;.:;n: 0: courso He ca. ... n,:)j.:e a nilrcotic::; 

10 arrcst if it I S in connc:.t:.ioi1 ',-;i th some case \-:0 arc hnncUi;nC] 

1\ y:hc 1"0 i:. t tos in I but t!\at i ~ tho prirna!"j :; u:::-isr.:!.icticn of 

12 I cho Drug r:n forcof'\ent ;\c:.rr.lnistration. 
f 

1'l I 
~ I 

1411 

I 

cm·.Ip,:,:,;,,:. l:~)jn;;: G::t.tin<j OdC.\: ::'0 this matter 0: 

cC;.':f\'.lnication, yOl1r stnto;:ant il'i!,resses :n~: "It's coU:,t:ul 

15 I 
I 

16, c:mncction r.cg:l!.:ding t~lcir line data and layof= operations." 

171 
I 

18 putting in thcno installutions -- Hhilt thcy arc going to be 

19 used for? 

20 1:"'1. S'r1\f'FBLD~ \';011, not a bO':lt10gging service. 

21 I don't thin% nec""3saril~ that thf3 telephone coo.:?a.'1:/ 'v""'\11d 
.. -t_, 22 kno\l that a pa:cticul<tr ~honc is being used f.or gar.'.!>ling pu!'?O~C • 

23 They c.m acquiro nation:ll 1i:1<.''3 .:md just lU:e big busin~5s, 

24 I it ·cnn go fron a business hallS\), it. canso ::rof,\ a.'"'l. _ <,partrrcnt. 
r·f..J""ol R ~p<lrl~t1. '"c. 

25 nut. I don't think t..'1at the tcL~l?honc conr.?any itself ',-:culd 

l 
1 

1 
1 

t 

j 

I 
l 
i 
t 
1 
i 
! 
! 

1 
.) 
j 

1 
1 
1 

1 
" 
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10 
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12 
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i3 

14 

15 

16 

17 

18 

19 

20 

21 

22\ 
23 

24 

46 

HilS in sone \'1a1 rr.onito~·~d to sec tho l1i"\\:Ure of t!1e tr~:::ic 

on the phone. 

of your , ... in~ta.?s, kno· ... t:,at nn ;i.;utalla':icn is being used '.:::'} 

ru1 organized ga!:~ling o:,cration, ~:!"l1 con' t you huV0 t."c i?honc 

!!!' •• ST:\.FFE:'D: lie ca:1 do t!-'tl.t alter we ac'}uire t~e 

cvi<.lcncG under tlio r.tatt.:tcs. 

Cl!l~Ir':!i"':1 !!'J1',ri: Do :::'ou have the pm"er to do tha.t? 

:m. S'!'AFFr:LD: Yes, sir. 

co;n~:-anic.'.) arc coo;:>crating \d tho you? 

1·m. S'tlJ.'FELD: l\bsolutcly. They have a rcsr>cn:::;ibili:'.1 

to thoir CU!'ltol'lCrS, too, but thc~' ccrttin1:r ~'louldnit co~co::~ 

illc3cl activity o~ the~r facilitie5. 

to ~50 billion 0= pr?':i t fro ... illi~gal g.:u:'..bli:lg ~oi:lg into 

org'::':'li?cd cri .. r.!c" and on~ 0= the nora mir.d-boggling nu.."';'".!:lcrs hun. 

is the $750 l'illion usee! t:o co:=::u:?t j?ublic a'::icials and t!lC 

pOlica. 

'.Lhe 0.rgani.:::cc! C::i;.:c Control l~ct, I belie .... e -- ! 

havc =orgot!:en t."e scctiOl'" -- i~:1' t t~1nt the one tha:' gi Vo!; 
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:tou the autil.orit:l to go in and enforce? 

!~. STnF~~LD: Section 1511. 

3 

4 It strikes me i1: you're goiol] to get to t.i.a root of 

5 the problcm, maybe t:.(l t :;~ction Hould bu ene of the 1::05 t 

6 pOl{crful VlCn;?Ons. 

1 Is that ~n act 0: 19101 

HR. ST.i\F!='ELD: Ycs. 

seEms to me that you T:l:ly not have h;'lu really 11 :ilir tri(ll of 

11 that section. I mean, it's only ~1rce or fo~ years old. 

12 
I, 

13\ 
141 
151 

!tn. S'i1\.FFELD: Hall, it's hnd a filir ~ount of U:lO. 

evcrybo:!1' in the fielJ (.f la\-1 onforccr.!er.t ua.:3 cogni2ant: of 

16 \':0 don't knUrl, but ~-:e havo used it. 

17 CHAIr,It\!1 nORI;~: Th~ thing tl\(lt i~ Gort of dic;m:yin 

18 is that \.,i t..'1 all of these deterrents, that the problon :leoms 

to be. ~":,,o~ling. Perhaps it's grot.{ing at a slc.;..;er rata than it 

21 1m. STAFFELD: 1'0, sir, I con't think t.~at 

22 corruption is growing. I thInk ~~at for one thing, l~~ 

23 cnforcement at nll lovcl!:! is hcing ·u;?gra<.'!cd. l'lG have ,a better 

24 c.1.1ibcr of c!:'ficer. :'ie hav':) a l:~tt.o.:::- .::"rcu.",<i!;anca c': P<l.:! and 
(!-. Fj'(j!!tol R~<)nC"\" I!IC. 

25 Ii bcncf.i.ts ::01: theso officers, nnd I thin~: in f.'I<U1y in::- .r.nce.s 

I 
I 

\: 

/ 
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2 o~tside i~corr.o. 

3, ]I.n a rcsu::.t, I certainly ':001 and ! 

411058 of Zln i!'lclinntion to·".:lrc cOJ:n.~ption. 
I 

cl 
"I 

! 
6' issuo? 

10 

hcpe t'\urc 

7 In rcvic\ting the testi;;:o~ ... ·re have hoanl here, 

10 thinfj:l, prcs\li'"!:\J)ly. 

1l 0110 is t!lat tlv! !.lleg.a1 o~c \.;il1 g::ant C-:l:3Y creel:" t. 

12 SCCO:lrll)', I t..:t}~e ~OI:!a l::.;cc \-!~J:h :tour ;:;tatcr."('nt. !1.crc in t1hich I .. 
1311 you Gilid they al;'O nont.):·:<...hlc. :r guess t::cy e.ro ta;':~lc, b~~\:. 
1': I! no!;:"c::r Pill'S t:'l') til>: 0:1 t~hc~. 
15 I Lct'~ t~~c ~~or~~, to be ~ore ~~ccific, ~r.d it'~ 

I 161 :.l li~tlo c1l3ior to disCU93 rather t~:lr. t:\O nu::-~cr3 Qr hors~ 

17 bcol~ing. 1,£ ~ gi vcn !j t~ttc \\'0::') Lo lcg~:"i::o :;:?o::ts g:.I::;: .. ll~g, 

• 
18 II t.'lat is, tha.t t!-tc ft· ··:':'"ll~ .. carel. .. nret.~tain:lbl~ frcn ti-.c loc.:ll 

1911 groccr~' stor.:!, .:md ~ .. :to i; licQ!1scd to !>oJ 1 it, a~tl it is .run 

21 the I!~f;crnal p~\t'3i1U(S Coce ~:ore ~.::r.dcd to ~y'~f:\?t fron tax'lt.l"n 

2211 w inni" go fro:; lcgdhcd 9 .... "'.!:> U;,g 01'0 r ~ ticn" a"c! to, ~ rc1:l. the 

' 311 state had I)<::S!Jc(l ntntut:c:; nil~ing (Fu-..blinc; c·~:::t1; en:or-::i?!al.:lc in 

241 court.:;; ·w\l.td. l~ilt. add try tho illcg<ll :-r:0~'':,; g~r..blintJ 
·fcsf~ro' R~'lu'" 1(1(. i 

25, 

4"'~'1':~'P\""''"'-~' • I 
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. 
a lot 0: "1:" 

:m. S'r.7lTr:LD: I uould "-1nd 0= tCl~d to bolieve t:'.lt 

4 it \·:ould not. ! ('.on It think t'!-.at illegal nlde 0 f things in 

5 

so-c~lloQ client ~\O has not -~id t:.c bill. 

If 1 

8: can g'lt. the cre~H.t:. ::::0:'1 ru corner grecc!"!, stot'c, \·:!j1 \,'()uld I 
1 
I 

9 ; • .. ,~rd:. 1;0 '10 und g.:l:nbl,) on crecll t i 111)<;:1.11:- ar.d _..1k t;w U::ie: of 

to I t..'lo:;c r.:lthf~r :;cronuou~ enforccMent techniquos th.:l'::. ;!rc u~e~? 
l\ 

!l:~. ST;:.!'Fr;LD: If :loU c:m aCl!uiro the credIt --

12 Clj.i\r!'.:~·:,:~ :·:oru:·t; In other \'foraS, if :r r:n."\ get a 

., 
~ . ~ 

13 I :oottJ<lll card from :tr'} corner grocer} :% tore on c!:'l2!uit, knl7..:ing 

1.411 th.'l.t if I (lon'!: p.:..y luta tho on11 ~1incr 1'1.0 c"~:t do i:; ;.\!c l~'l or 

15 \' go to s:::nll clJ.i::'l5 court or SO:.lct:;. n9 I and it I!} goin,] to bc tax 

/' 
16 I free if I ,,· .. in I ..... !'1jr ~~·ould ! run the ri!l}: 0:: doin~ it;. t..~rc!.lg!l 

! 171 a boo}~io and hav!.ng r ... 'l lcg<J hro);cn? 

18 I 1m. S'rAFFE:..D: ~J.·hi5 is one p~rticulClr narrC'fl set 

19\IOf the sports -: ... <1913::. 

20 II football play? 

21 II 

I guess you arc talking a!:Iout t..~o \;'cebmd 

CH.:"\IP'; l~l 

22\ ~,J, .... :)lihfJ. '1'1":.0 

23\: 
JI 

t'io11, 

24\i!i::e; t.:'1<lt coulJ ~)rob«bly ho ncCO~li~!lCd. nut hO";,' about t.:'1C 
d~a! l!r,><)rj¢,." k>t.!' 

. 25 I fcllc~" t..~~t "'a11,ts to bct on averj r.!:lY' s bns\:to.:lll 9..l7..o or sor.:a 

I .. 
,. 
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so 
I other a:J!,cct, and r do:.' t kno·.l \:~lether t.h!; 

21 a lcgali::ed circu..\l::;tilnc~, ' .... ould be ab::'~; to 

co=ner grocer, under 

ha:l(Ue it thn'.: \'.'\l~ 

3 and st.ill put out tn.!; 'crecH';: card. 

CBAIP~!.~~ :~O!~I;~: ~.:;"y is that"? Because of the sk.ill 

6 I·m. STI.;Pi:ELD: I think t:'erc hns to be ;:" rcul 

I 
7 ' l:"''1oHledge. J'\fter 3.11, they ha've a baci~ office and the:{ h;lVC 

.1 f~ont office dnd they hnve accou:.tants t!'l.at arc h:mrlling u:"::" 

of these thing~. It 1::; big'business. I don't think t.:l'l.<lt co::-nr:.: ... 

grocer could handle it. 

11 (;lU\.IP~!A~~ !-:ORI~: !lot even by i tsclf? 

12 l-m~ ST7tFPLLD: You st5.11 have to have ;,ocks Lilld 

13 records. Thnt becc:nes a big busiry.css then. 

CIL:\IR!u~~ HORni: I am impressed by the fact that t.~e 

lS soccer pools for eXa!nplc, in England, handle scmething lib~ 

16114 million bettors a Vle(;:k, .:me! th.::lt is all hMdled jn one 

17'!centrulizcd com?utcrizcd operation. But that is one of ~~e 
lsi issue·s that the COl':'.rni!jsion is going to have to tangle \.;i t:'l. in t!1_ 

19 1 ne;-:t year_ This is, is it possible and if so, under ~-lhat 
20 I. cb:cun5b:t!lCCS -- to lC~.J.lize u gx:'bling operation \,hic!1 <';.1:1 

21 succe5!.>fully cOT.:pete wi th org.:l~izcd cri=~ t s gc:u:.bh.ng cpcru,tio!1 

22 \..ri thout being ta.'<.en over. 

23 Dr. !\llcn, I ~:ill turn it:. over to i'OU bl;!cause r knew 

24 th« t you are rt;S teO:: 
;;'c~~cdcrol R"port'~ I"c. 

25 .. ~ 
-~ . Chair.::.:t.."'l • 
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nv 21 1 Do ei t!1nr O:1C 0;: the gC'n tle;'H;m kno":, I \:ould like 
I 

2 I to ask -- you 1':.a\'8 a statc!::.:lrt here that ~ays, "Gar'61ing 

3 saps tho finnnciul resources of the nation to deal tdt:,. social 

problems by con~uming vast SU.:n.3 of fficno:.l f,:::o::l taxation." 

":hat social prol.'loIns do you refer to per s;;, a'1d hO' .... 

do you arrive ~t th~t conclusion? 

:'~r.. STAFfELD: Hell, I think thnt P:::'Ob.lbly il good 

ex.:u;\,?le ,:ould be the fact thut r.I.:lr.y pco?le \,'ho C.l:1· t afford 

a della:.: for groceries arc putting it into a \~ug~ri.n!J circun-

10 sl:.:moe, c::..'1d after they put t~'lO first dollar In, t...1.e:! t.r! to 

11 put unoth':!r dollar in to try to recover the dollar they lost, 

12 .:md it just becomes endless. ~his is money t.~at is tuk.::n out 

13 of'1 fal':iily need a .• d going into a crir.'lnal chann01. 

141 
15 !t 

DR. ALL:c.:~~: Then you do not l:;Ciln to ir.'l'ly t.~':it the 

!..:lci: of tux ':unCis :~ora individuals "las cuu::;ing the federal 

I 
16 governl~cnt: p6r 51:! to be derelict:. in their duty to'v/.:lrd :3oci.:ll 

17 :,:>robleras? 

18 H!l. S'!'l...i?FELD: No. 

19 DR. ALLI::~-!: t\foulc'b' tit folIo; ... that if there is no 

20 nD:'luy that they are gt'!t~ing =~or:\ taxes that could be put into, 

21 fccJerali:{ fU11ucd prcgr\:.l.~, that \to are per ~G enhancing the 

'-. 2:£ I 
I 

p033ib i1ity of sociill c:.c~=ivation c011tinuing? 

23 I 

'2J Ac~Feder,,1 Reporlcrs, Inc.' 

25 

! 111. STl\P!-'ELf).; I don't knO'.I --

DR. ALr.B:I: You ilre ~pa.:Jd_~g of individuals per ~e. 

If 'lo'J. add ;lll of t;lo,t r:ioncy u:? t:.ogot:~er I .:md it ciCC~:11 t' (;0::\.) t 

\ 
I . 

... ~, 

'-, 
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av 22 

( 

2 

3 

4 

5 

6 

7 

... 

ther.e :'_3 less t::oney fedoral govorn~ent 

S2 

f. ,- '­
...... :.1, ... 

lIo· .. : it. it ~"':)ur :::efcronce I:, r;>rir.l<l:.-l.l.::' to t~c 

ind!viCunl facily budget as o~~os~d to ~le ovcr~ll ~o~!~l 

prograns that t:·lC govcrr .. -;-.ont is sup:;-cscc.1 to be res:)c::~i:':le ~c::? 

1m. STlI..PI'L:'D: Let r.'IC sec .:..: this \·.'culd ':_'1"·':0>. e,c: 
81 
9

1 

que::;tion: In co:mectioll ui th our ga"":lbling invc::;tigatic:ls I 

a£t~;::, or 5i:~tult.:t:lCousl:! Hhen ','e cO~21cte our investigation 
10 

aacl ~:hc arrests arc Dado ''ir.u ' .. .'0 acquire all the bcoi:s and 

l.·ccords of the g::u:,.bling o~~crat:Lonr the Inter:1nl '{evenu!:! S~rvicc 
12 

nC4S the J.?rivile']/! of cXl:..".:J.n ing those books and rccOl:cs i'\ nd 
13 

pursu.i.ng t.'1is 17Inll for t<lxes '..1nrnd.d. So h·e arc att:ef"l?ting 

to recover "~la:: has becn lost rX"cvious1y b:,' the g~;-blc:r:>' '.l-::e 
15 

of this !'".O:1cy \:1 thout taxnti on. 

16 
Is that ~\·hGlt '.Ie . ,'.,:l.VG in mine, Doctor? 

17 
Dn. l\LLEH: t10t cxnctly. 1'1:\ tl:ying to c.etclT.'.ine 

18
1 fro::l you \'lhother or not you have a $750 billio;) a ~'ear 

191~:n!Sin.ess ~1d tllc tax on t.!Ui.t bU:;illC!'}S, sn'], \\'oulc. be s:?111~,::1cre 
20 

in thc neighborhood of $60 7:''::'11ion. T~lat i::; $.60 <:lillian 

21 
':mrth of social progra:r.s that HC ha\"c to do \Jit~out a5 1011g u3 

22 
gambling is illegal? 

23 
!':?. CLE~.':::L..\!m: That':; one \;'u".! to loa!: r.:.t it. 

241 
Ace-Federal R~porlers. Inc. 

25 
l~l.. CLl:\'ELA:W: That's o~c Vl;.J.".l to lock ~t it. 

\ 
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6 

7 

81 

9' I 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23
1 

24 I 

At' :ed .. r~1 i!~pc:1ltn. ;;"1 
. II 
.' ~ 

S3 

it's for the social progrn'!x3 you h~vc in mind or \'lhet!17!r it"s 

the tilxes to bui:Lu roacl!J, the govcrn:r.cnt is being dc~ri ved of 

that lnonr.:y. 

DR. il..LLE:1: 

erac.ic.:1.te th.:lt preble::1? 

I don't t~ink AO, because up to 

nO\'1 He hnvel1 r t found any cases that leg<llizecl garn!Jlinr; hJ.3 cut 

into illegal ga::t)linc:;r. It's still soing on. 

Dn. 2'~LE~:: The next q\.!.cstion ha::; to do '.lith t...'te 

confiscution 0:: lr.oncy. t:'h .. t happens to the money th.at you 

c.0nfiscute'? 

It gor::s buc;';' to tl1e Trea.sur'.{. 

DR. l".LLr::·j: :: have never seen 'f;i"le!:"c ::'n print. 

I mean., it h.:ls never been c3!.:abli:::hcd -- ! ha'..;c never seen 

an1~·:hcre in prin t ~·;herc it goes and ,·:hut it goes for. 

Hn.s'.r::'::'FELD: r':ell , it'!j 0= cournc like all t.he 

pro?~rty, t.'1c autor..cbiles ~d "lhatevor, it ultj mately ~cco;::cs 

th::: p'rope:rty of the u.s. Govur:u::ent. 

D!1. •• l'\.LLE::: I huvc a c01.1ple of questions on uire-

tapping ,·:hich :lOU said is essential t.o :x·o'.lr c?cration. 

ill o!Jtaini!1g gX""..bling co:wicticns rclo.ti vc to 1:..'10 f<let. thn.t 

there i3 .:\ g!.·e;:o.t w~parity in :::c:.te:.cing oy judges for gor:lblin; 

offenses as o~pOG~d to narcotic offenses? 

, .......... 
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av 2·t 
2 insofar as narcotics c~~victio~s nrc concerccd, becau~e \:c have 

3 no statistics on that since that has not been CUr juris~iGtion. 

4 [)c! don t t hnvc. ?.'1'] cO:.1~parison for you, Dr •• \llen. 

DR. loLLi:N: T'lcll- is it Duro e:-:pcnsivc to ;-:ire!.:.:!? 

6 for nur.iliurs betting o~ ho:;::so racing or::"5 it n,]o.in the S;:':;.o 

7 overall cost across the boarc. 1 or in ,\'hat .;ilY does it cl££~r, 

8 if it Cc~s differ.at all? 

9 m~. S'l'Ar'P[;LD: ! think therl; arc stuc.ies muc.o by 

11 bcen a cost fig\\r~ estcl,l.:S:led for all usc 0= the Ti tlc III 

12 tcchniquo. I do not. Jr.r.c'o/ that t."1e::e has been a::y br~akdo~m 

13 cortninl~l ther~ ha~,n' t b.::en ~y us -- as to '·l:"'.ct!le~ .i t i::: nora 

14 or loss costly to put a Man in jail for na=cotics cperatiQn 

15 'I than it i~t in ga17lhling o!?cr.::.tions. TIut therc !:'.~y be a figure II 
16 in the Pcpartment of Ju~tice for that. 

17 DR. ALLP":l: \'~ell, I believe sor::e:" .... here in t~e 

testimony l.t Has stated that ths arrests and convictions for 

gru:61ing o£;.:cns~s have fullen oi:f considcrabJ.:.r in the last 

20 

21 certain. aspects ofgarnbling activity that Cl:-:·~ currently ::,cing 

t, 
<~ 22 con::::idercd by r::an:1 stiltcs across t..~f~ country i:!'i costing nerc 

23 to enforce the 1tl\;5 against t~cn t!1::\n the ilctivit~· itscl~ 

~"·FtOerol ReporlerJ. Io>('j 

25 I 

". . II 
For 
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av 2S 

2 In Philnc1e:lp:'iu, Hhere I cone fro::!, for eXar.:?le, 

4 can'3 to trial, and of the 5,Oa~, 747 ,:crc cO!wictec. T!-.at'"3 

5 a.:'1 m·:ful lot of m:;tn?O\;cr \-l.:\!3tcd, ~n a· ... '::ul lot of trial ti::;~ 

7 app.:lrentl~' ···"ren't serveel. 

8 l'J1d \'le arc "':c-ndering \'lhcther if Philadelphia a.."'ld 

( 

35, 000 alo!1c Hhich I thin}; ran someHhere in t;-.e ncighborhoo1 

scurce of ar::~st~ r our i:H.lr);?o· .. ;cr £igurc-ls Llnd costs for t:.at 1°1 
11 

121 

13 Ii 
I 

of $2-1/2 oilJion t::'is is n:one~' \·:hich could be used better 

:i.n other services. 

141 :;.:{. B'l'JI..FFELD: \':hethcr it ~"ould be better? 

15 I don' '; t:1inJ~ ~.;E" ~ould re.211y i.'.a}~e a guess hc.re, 

16 but it is ntill part cf the en':orce:nent effort. 

17 I thin}~ in cur aim ::igur".:!s here we had, as I recall, 

18 1 sO:.lcthing liJ:e 5,400 ca:;cs out of ··!hich sC!:lething like one-fiEt: 

19 of thcm result~d in goir;g to COllrt. So i!1 law enforcercnt 

" 
20 there is ahrays a -- you don· t get a one-::or-onc situation; 

21 you don't open a caso ~"'ld sec ~~at through to convic~ion all 

221 

231 
- 241/ A,p.-hd~rol Report'"'"_ In<..1 

25 11 
I 

SOl~lctiil1es you can' t ~stabli!3h t.~e violation anu 

the ti~o. 

as c... couscqucnc(:, tilcrc is onl~{ ~ porcentu'1e of ca5es to get 

in to the courtG. Gri\~ted,. tnr').t is a cost fran .\·:!1ich there is. 

I 
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no b-=:ncfit, but :r think t!1at is part of 1.:3.".,. e:1fOrc;::r::03I~L. 

2 DR. ALLEi~: ':011, speaking fran a hUlII.:mist.ic :)oint. 

. 3 of ViC~l, sU.Qposing you had a GG year old ~Jiuo·.\· on soc.:5..:!l . 

\ . .1 
4 5cc'Urity \'l~ose hu:.ba."'ld perhaps \135 a lal.'0rcr -- dicln It r.a):e 

5 i.\uch money \'lhilo he \ ... a5 i.)aying social sccuri t:.' --

6 be existing on a miniMal fcc, and s~~'dcciees that it is ~o har 

7 benefit fror.\ a fina!1cial ~oint of vie\..r to, say, \.;r1te 

8 nur.ili<2rs an::1 nho ';ri tOg maybe il Duo}: th:..t is about $'~') or $!.5 

9 
a ,,;cek. She is .'lrref3tcc for nurr.bers and has to go thro'J.'i1 

10 all thin haras&~~nt. 

NOH, ,.~<? are ::;~ecldng from a humanis tic pain t of 

'lie .. ·, and not a lat.·, en£orect".c;mt point of ViCN. 

( 
13 K.T\. CLZVELi\ND: Dr. '~llen, in ~e firs'.: place, nene 

14 of the :!;'DI' S ilrrasts (:Ire aimed at the little old lac'; ilt the 
~ . 

15 enna;: store nor are th<2:Y ained at the J·:on and }?op op.:l.rc1ti. 0:13. 

16 "la try to aim eu:: investigations at the top lc.:tders of 

17 org.:lnizcd crir.:e and the top leaders of sY:ldic.:ltcs I so as to 

18 ai?proae:l. the ?robla"!l from the to~, not fron t:tc batten. 

19 DR •. ALJ .. El~: SU~i?ose I Here a syndicate opc:::a::or .:l.'1d 

20 I found out;. that you ucran tt going to bother the gom nnd PC? 

21 poople -- t.~at 's the \-:a1 our :;yneieatc t.;oulc1 be organizc!G., 

f: 
, 22 ,,-1.th the I·~ns and Pops -- a.'1d I would h<l.Vp. no niddlc cc ".::! 10:1 

23 in t.~erc. if I thought I could gl.'lt a~·~:)..'.! fro;:\ it fran t..~<l.= 

24 
A<e·F¢d .... oll!~porte',. IIIC, 

25 So V!l:Ll.t could you do to I:'.e if you I ro not ']:;i:1'] to 
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av 27 bother \<Ji t.h t.hc>-"-:\l 

2 !~. CI.EVEL):,)iD: Ne dor. t:: have nIl:' interest \-:h:\t.- , 

Soever in dist.ur?ir.g 'the ::C~ <1!1d Pop operations. ',';e fig::.r~ 

4 t~l<1t it; a 10c<11 enzorcc;:1cnt problen altoget.~cr. As a !:\:ltter 

5 of £\l-:!t, the J.970 ::;tatute is ail:\~d at 5 or :::orc peo;?lc co;,,:::"inc'~ 

6 in an ol?G:;:-ation that hc.s so much t.:l:~e .:md hilS been i!1 busines!:> 

7 for so long.. Nonc of tho~c fit the !!cm ane! ?op operation!?. 

8 

9 to b·~ the lo:;al 10.\': ert!orcc ... cnt ..l~cncic:.; t problE;.::t, and it 

10 become3 n drain on the rC:Jourccs 0:; the 10cn1 1..l\,1 Bnforcc:::cnt 

111 ilgency, so L~at the Stilt6 then co.r;:,"~ and decid.?s '~hat t:10 

12 ~:.o ... and ?oi? op"3raticns cost us r,10rc rr.oncy than t: .. ey actuall~{ 

( 
13 

14 vic!'"" \'1<311, 53.1, i': the ~tato t,hc;n clecides -;;'0 lcgo.lizc th.o 

lS opc.r..lt:ion r then .:lrc :lOu J?~·ohibitoe. £J."or:: your a:::tivities'? 

16 l·m. STAFFELD: 'l'h~ :::~deral govcru.I~~nt \·:ould still 

\7 hLl,V3 lo.·.l~ on tl~e books '·:hic~ ccrtaJ.nly ,.ould. supersede t.ac 

18 la.~·13 that yeu .:I.2,"e talking about. Your ~uc5tion ahout ~te 

19 1101:1 aile f'op opc.r(.'.':.ions is one I thin1: is intel-'os ~in~ baCd'..lSO 

20 t~cre ':; no qucstio~ ~out it, there are a lot of peofllc ,·;ho 

21 sU;?i?lcment thl,:~ir incume throug.'l, as you sa":!, .:l neeel for 

22 a cou:,lc of c.ollnr::l to tide them ove::::, and they are ttl..\::ing .... 
" 

23 a little ac';ion, so to spea}~. 

24 It'n not UllUSUill for these peo?l~ ~o start out 
",,,.Ftl'derlll Rvporlcn. '0':. 

25! on a ve:r:';! s;n<:-.ll 30.:\10, but because thr.::r arc u'luil..lble 

. ., 
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av 23 ar~ on tho co~~cr i t:1C:r ;"\n~ in il caner'll area -- it could 

suodon they havo a volLU:l\;: of r:w,ybo $1,000 a d.:l:zr • SOli.C;';OCy 

5 

6 is ~C\, henceforth all of 'l0u= uction CO~~3 to nv." 

:1' 
,i 

8 I! orgltnizec1 crino operation, an(~ they thun til~-:C dircction3o 

91 Ii !~on il:1c1 ?o~ uontt \l.:ll~l:. to go ;..lor-.J \:it:~ the o::.::g;~ni~:lt!.o:1 
10 . 

t:1ilt COl:;C~ in, .:c;;o.ctir.:us ~.uir~t!')rc i!3 bu,=:,cu, t:lcir l~gs 

It beCOMes a 

~n til t:H~ las t. 

y.;!~, U;-tCll!.lO mo, 1!r:. Coler:lan. 

tn .:-.s}-; you ilhout: You say L. 210' .. : Joroo'.! io nO'.l C'llrrc:'ltl? on 

t.1.e ballot in ·~io\"of\.bcr t!lC ,!cc!!ticn or casino gar--bling. 

21 c.\~ino g<.\T".bling Hhi.c.~ 1Mi.:! or :nil:: .not be limited, and tr.cn as 

22 in t!lt.l lottor'.1, o{::ter state:; rolle., \:ould :;0-': c:wisicn, 

23 

, 141 
.1 

Ic~F..d"'rt\l RC?Oft\'n. 111<'1' 
25 

I casino gal::bling?, 

II 

fl 
II , 
-I ,1 

1 
I 
; 

; 
, , 

, I 



21 
I the actio!". in r:ln!1y in.?ttl:iCC'3 Must be 

31 
a violaticn o! state l~, 

before we c~n ac~ui:c jU=~5diction. 

4 
1m. CO!.~·L\::: I' r. tC\lJ~ing about r:1~ld.ng it legal. 

problm<1? 

Dut if it did cona to !?a!;!j and ~':cre proH t.:t!)lc, 

other states r..ight say, "Let's U1: take a \·;hack at it, a1::;0." 

10 \·/utching it very c~!.·efully to sec ho\.,. it comes out. 

11 i·m. COLE:l.,:1,;':: \':ould it be fair to say ~'ou o:?posa it? 

121 .. 
13

1

1\o/{.l,Y or tho other. HC'::ever, yOll c',mlt ztaz:t a eusino ... :it!1 

14 i?cople from the Church. They ~·:oulc!n· t knOji hO'.>/ to run it. 

lIR. CT.2VEL}\.!'lD: ! think it is not ftll' to say one 

15 

16 guys from r.ns Vegas? !!ilybc lie \ii11 ha'IC Cl dealer dra':!:. 

r think Hs. Harsh all is going to il~quirc cn be!';.:t:'£ 

of the ,stat!' this t.:orning. 

19 

20 Hr. Cle'.'ela:.d,' before I begin, both !~. !'.itc!1ia and 

21 I I, on behalf 'of the St.aff, ..... ould In~c to com.."":icnd you ru~c. co~~li-

(.l 22 r..c:.t:. the Durcnu :0:- the a:-:ccllc:'1:: '1U(llit~r 0:: t!lC oat.l. \\hi~h. 

23 

24 

.".f"~'I''''.~' ;~·I and '10 arc 

Our steff !,!:l in t!~c procc!>s cf·.:l:iil.lyzing it nCl'.'i , 

II 
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( 

2 

3 

6 

7 

8 

9\ 

10 

11 

12 

13 

14 

15 

16 

17 

lS 

19 

20 

21 

22 
I 

23 

24 
r.c .... f"O«nl R~.'. ItIC, 

25 

II 

60 ' .. 1 ... 1 
us. 

115. :li\Hsrii'J:..L: ,\:3 :ro'J. }:nm:, si1.', on :::1:1 15 \,'0 

received ta:;ti~o:1j' fro~ ::.r, Dc;in ant! Joyce of the 

eHorc, ";it.~ rc:;;?cct to go.!\'hling t:oll.lc1 be aided if the stat\..!= 

~",,,,uld ir.:plcmc.'lt ill:: least t."1.r.::e tool~ t tho:;e tool:3 bcir..; 

on u t!::ccral level, a. zerios of specinl G::-a.'10 Jurie.1, nnti 

parhap:; 0.130 0. :JPCCio.l prosecutor. 

1'10uld the Bureau 1;0 in <lg::e~rent ~ ... itl1 that: Do 

:.m. C; .. l.:Vr:LX.:D: 1 t:'ink thnro is no qucotion b'.:.~ 

of Colu:;:;:'ia ",lreaci:! 11.,'::) enabling legislatic.'1. for o!cctr:)"lc 

sur.vcill,:\!~ce, 11l1d r ':.~in;:. thn.t !lg~ra \-:ill incre<ltic il~d it 

ns. !~'\P.sH.i"'.!..L: You '<:ould t~cn t<:i;o a po.:titio!l t..~J.':. 

those ll:C nccc!'ls~l.Y tools in the Hght agai;",3t illag~J_ 

"",',> 0 .. -,,4 -.;......# ~.'''' .••.. ~ _.> 
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61 

1 I gar.-.bling? 

21 V(!ry necessary. 

3 HS. l~l\.RSHl\r.L: \-:ould you alse be in favor of legis-

4 lation that would in some way insure the integrity of the local 

law enforcement, for cxanple, something comparable to the 

1511 statute? 

7 HR. STAE'FELD: \\'e11, I think p~ob.:tbly -- I 'Vlould 

8 expect tllat there is legislation on just about evc~y local juri--

9 diction 'V.'hich '';Quld nOH taka- care of it. As I say, 1511 is 

)0 certainly a deterrent on a fod~ral level. If there isn't any-

11 thing like that on a local l.eve:l, ! think t:hare should be. 

13 with respect to mandntory minirriU1<l sen.tence!:> for recirlivist.8 

14 in ga"ltbling cases, particularly on the federal level? 

. l-tR. S'l'll.f'FELD: \-:e1.t, I think that is probaplj' one: 

16 of our problens, is that the:ce ar'!! ar. m~ful lot of people bG.in~ 

17 arrested; who don!t spend r:luch time il.\\'ay from their fa::1ilios, 

18 

19 1 

20/1 
II 

2! I! 

and as a conscquencer are b;;lCk on the street :ready to do busi-

ness the ne..~t day. If t...r.;cre \o{as a Ii ttle bit more inconvC!lianc' 

to them -- after all, ! thin~ tho underworld toclc that ~~cy 

can pay ~Ol\('\y any time, but jai:' time is .!lotnet .. hing t.hat they 

22 . cannot cope ,ofith. 

23 HS. MARSH.1\LL: Lack to the Oepart.":lcnt. of Justica 

" '", ., 
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rea~h two percent of the illegal gar.bling markut. Do yeu agre~· 

2 with that figur~? 

HR. STAPFEi.n: I don't think we have an idell as to 

the percentage. 

1-:5. ;·:t"\RSHALL: Clcv~land, are there certain gec-

graphic regions or locali ties that the nure.:tu considers to ha\'e 

7 a more serious illegal ga~bling problem than others? 

8 HR. CLEVEL/\t:D: Yeu. I think the more serious 

91 localities e.re in the major .:itict1, althol;gh that cocsn't \11-

10 ways n~ccssarily follow. 

HS. !>~\R5RALT .. : By "r.lajor c:'ties," J'c~'! are reicrri:19 

12 \:0 tha Northeast and H.tc'.wfJt? 

13 

19\ 
20 

21 I 
221 
23 11 

II 

r·~R. CT..EVEIJMID: 1-.11 m:tjor c1 tins th::-ough t'.h£.l co\!n.tr~=-

rm. s·rr.Fl:"ELf): i.~n~' industrial c'lred is certainly ~ .. 

cr w.e. area. 

HS. Hi\RSIL\.LL: Do you feel that increased p)~li~ity 

is desirable in at:trunpting to Clet.er. bettor!.' !ro!'l\ illegal g.lzili-

H.R. STAFFELD: iiell, I think it may on occ.lsion h.we 

an effect, but! think in yeara gona by it wnan't ~.usual and 

it probahly g?t to ba l:nt.hcr a 5E.tisfying piece o! notoriety 

when somobody was bkcn out of a -- 'I.>.'ell, tho o.ld 

speakenoies. I don' t reillly kno\-l ho·~ l~\:.::h effect th.,t haG on 

gal':'.bling now. It probably doosn't 2411 
F«I(ro' R~IXW'.n. In< ! 

individual. If he is c;:,barra!;secl, he i:; nct goin::; to go bac~;. 25

1 

II 
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- 3 On paga 19 of your st~tc~cnt you said 

that lotteries have no d~5ccrniblc effect on illcg~l g~~bling. 

Do you feel tr.at that is the case regarding of~-track bcttin!j 

No\-/' YorJ:. C,i. ty? 

HR. S'fAITEI.n: I think that the local <l'..lthoritics 

have made aome }.-i --:d of a survey .lod annou:-:ccd f::'guren "'hich 

suggest that it has not had ~ily effect on illegal W<l.gors. 

lIS. !-l~;'RSIIJ;r,L: In the area of pdri-mutuel buttihg, 

particulnrly P:l~!.-:;\Utucl .l.'ilCi:-.g, docs the D~reau co::cicic;: th:'\t 

this in an area that is in need of cord federal controls, or'do 

}'OU telko the posit.ion thn~ their policies nra aC(llIu<lCo? 

HR. S'!'J\!.i;"ELD: 1 dontt think that we nave h<ld any 

occa:.ion to ·f!' •• d a problo::\ <jcmcra,lly i:l I don t t 

think \of 0 have ht"u .:-my ron!;O:i to suggcnt a ne~d. 

aome prcblo:ns in singl~ ho~cc r~cing caG~~, but it is :-:01; 

geLlcral, ! don f t think. 

1·$ • l:ot e.nough to jU!Jt.i{~l incr..!;,\sl'!{l £0..1-

Hl eral controls? 

19 

20 II-
I 

21 

22 

23\ 

24' 
duo! !<('ilOlI.... ",e"\1 

25

1
1 

/I 

HR. STAFFELD: No t to l!'.y }mo~'lcdgc. 

Thank you. 

Can~on havel tho S.:t~c qUCtlt:1.cn' hera. ! will <lnJ: it; for the 

record. 

I 
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or raek~teers hav~ penctrat~~ state-operated lotteries? Was 

2 +:his a fl1ar y,'hC'n 1:ew Hampshire started its lott~ry in 1%4? 

3 ~lR. STI1.E'FELD: Of course, t'e· .... l!aI1;~shir~ · .... as the firs 

4 lot tary and it \yUS an in te res ting thing. \'Ie were watching it 

51 to see what .... ·ould hC}ppen. Hr. PO"lers, a former agent, Y,'on the 

6 gUiding light on it, a~d had certainly an interest t~at there 

7 be no underworld intrusion. We !ound none, no intorest or no 

att~mpt on the pa~t of organiL~d crime to enter into that lot-

tery or any other state cpdri",tion. 

10 '~llAlru,!i\N t'~GR.IN·: Tha t seer-'<i to be the ir exper i (mee. 

11 Hr. Coleman I Dr. All(;!n'l 

12 Again, let Me ~rya~k you most sincs~e11' not only for 

13 coming here and being so ;-,e!.pful, but in helpint;r the staff. 

I'm very, very appreciatIve. Tne hearing t.:ill be adjoUl:no::d. 

!';e will recc:wene hr:rc <it 2:00 p.m. fol.- testimony from t~p. 

}'ederal CO!'\in'lunieati '.1;:3 COl'iT.d.s!3ion and following that., frel:'. the 

United States Postal Serv.'.ce . there are any, member s of t.he 

18 public '~'ho 'v:ish to be represented in -chc tra.nseript as being 

19 present, you should see the Sec::~tary of the COITJ':lission at the 

20 door. 

(~~thereupon, t!t 12:00 noon, the he:tring ,,'as acjocrncd ) 
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AFTCfti:OON SESSIO~l 

(2:00 P.::'.) 

4 order. 

5 This is the fifth in a series of public hearings 

6 It bcir,g conClucted by the Co;.-;n2.ssior. on thl:: Rovie .. .,. of the t;atio:~.1l 

71 Policy Tow.:lrd Gambling. The first four meetings .... 'ere occ\!pied 

8! in rec~iving testimony from various pe~90ns who were interesceJ 

9 in ~tate locLcrics. Our seeoed hea:ing involved testi~o~y of 

10 members of th'~ Dcpartrr,ent of Justice follo· ... ·cd by tcsti!':lony fro:;; 

11 tho Internal Revenue Service. 

12 'I 'i'he fourr.h pu:;'lic hearing which was held this I::orn'-
I, _ 

13 ! in,} el:i.citl?'j tc:;timony f>;'cn the !:3!/at~c. ",lO tire plc:lccd this 

141 i.l tternoon to h .. lii?: l:'epre5Gntati\r~s from the Federal Cor.::-.e.niclltior. ~ 
151 Cer..mission \d th us, who:n I • .... ould like to 'thank for being here. 

I 

16 }:r. 1\shton Hardy. t.~1C Ge.\~ral. Counsel of the Federal CO:"'::'I"..ln5.ca-

17 tions COI':';nission, 'dill lead the p.:mel fro!!1 that agency. 

18 He in acccr::panied by Hr. Hilburt Slosbcrg and ::.r. 

19 ~';illiam Ray I ..... ho is Chie:: of Co:nplaintH ~nd Compliance Division 

20 0 f the I:·CC. 

21 7hank you, ~e!1tleman, and please proceed. 

22, :·!R. IlARDY: !.!.r. Chairman and CO::'J':lissioners: I am 

23 plan-sed to helve the opportunity to appear before ~'ou today to 

24 testi.fy \dth respccl: to the Federal CO::.::lunications CO:7.:nission· 5 

:'ce·Yedero! Reporter" Inc.\ 

25 1 e;,pur icnce in t'.·:o arn.:l.s: concerning lotteries ilnr,l the 

I 
II 

', ...... '. ' -,: ... ,," 

-..( 
J 



-' -_....-.-. 
". "'-"-" 

./ 
.' 

\ 

•. f. 

-. 

~--

"-'_ ... 
" -' ---, - -, : 

----.. . - . -
" .. , 

0, 

\ !, 

~ --.:. . 
" ----

' ............ ;!, 

-. 

-- ." 

-" . 
. ~. 
~- .. - .... -

" .. 

.~. 

"4. __ ... 

~." ... 
.. --.--' 

,-. . .... _--

.... . 

( 

. I 66 

broadcasting of infor~aticn concerning horse races • 

2 

3 Hilbu.::-t Slosberg I \,'hd is -::0 r..y left, who h.:lS bc£'n extensivclJ' 

.{ involved in the cicvclop:::ent of Com:nission policy in t:'esc t~,·o 

.5 areas! i;lnd Hr. Hi.lliam B~ Ra~·, .... ·ho, as Chief of the Cor::plaints 

6 and CO::lpliance Division of the COlT'';:lission I s Broc.dcast Bureau t it 
. 

7 in close contact with the day-to-day pr~blerns in these areas. 

S ~tr. Ray is to my right. 

9 Since ! am ne~" to these questions -- having been wi t:h 

\0 the CO;~'! ... nission only two months r am delighted to have the 

11 assistance of zuch e>:perienced staff members as l-!r. Slosbcrg 

'121 and gr. Ray. I have a brief statement, aite::: w:1i.:h th~ three 

13 I of us \';i1l be plea.3ed to c:ms\·:er a.ny ~uestions yeu .may have. 

14 The Federal Communications Co~~ission's rcsponsibil-

15 i ties in connection wi th the broa'dcast of lottery infor:n~ tic;'l 

16 derive from Section 1304 of the United States Crjmin~l Cede, 

17 formerly Section 316 of the Corr.nunications Act of 1934. This 

18 section prohibits the bro~dcast of ..... any ach'ertisereent of or 

19 1 information concerning an~' lottery, gift entorprise, or sir.lilar 

20 I schc~e offering ~rizes dependent in whole or in pa~t upon lot 

21 or chance ••• " For violation of Section 1304 , the Ccrr:niss':'on is 

22 specifically authorized by the Cor.~unications Act to revoke 3 

23 license, issue a cease ar.d desi~t order, or assess a rnoncta~~ 

24 fo:::feiture. The CO;7.;";\issio:.'s affir.n.:ltivc obligation ur:.dcr 
"t ... r ~~fDI R~PQrtc,~ in<. 

25 Section 1304 H~l-S enunciated by the Suprt'"!:ne Court in a 195': 

."-" ,." .. , ••• ~ • ..., .... ~ •.• "" "~--'" ~ .", .. , .... ~ ........ 'f ~ 

-.... -

" 
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blw - 6 dncision in \"hich the Court stated, and. I quote: 

It ••• \':~ have !10 doubt: that tha Commission I concurr:ent J' 

3 with the Department df Ju~tice, has power to enforce Suction l3~ 4 

4 II~c.eed, the COl11.':1ission would be remiss in its duties if it. 

5 failed, in the exercise of its licensing authority, to aid in 

6 inplencnting the stittute, eithel" by general rule or by indivi-

7 dual decisions." In view of this concurrent responsibility, 

8 CO:l!.l1ission action in this area is regularly coo::dinatea wi-ch 

" 

9 the Depart~ent of Justice. 

10 'Until approximately ten years ago, th~ Co:r~ission's 

11 im'olvi~mcnt in enforcement \-lns limited prit.larily to scattered 

12 instances Or product promotions, generally invol"lng some type 

f .' , 13 of contes!: or merchanr.ise "give-rt~.,\'tyo It As indicated in in for-

14 mation previo\l,sly supplied to ~'ou, since the cormnission • ... ·as 

15 granted authority in 1961 to (lSSCSS monetary forfeitures for 

16 violations of Section 1304, there have been 42 instances in 

17 'Io.'hich forfeiture action has been initiated. 

is All of th~se actions involved product promotions 

19 contests or similar types of nons1:ate lotteries. In adJition , 

20 I ~ould point out, thore is presently pending a license renewal 

21 I 
.. 221 i 

proceeding in t ... hich issues ~.'cre specified for hearing involving 

alleged broadcnst of lottery information thnt might be of aid 

23 to illegal gart'.bling on nm.:t;ilier~" games. 

24 HO\·,'ever I since the middle si:.;tic$, the Ca:r .. ":iission 
;"cc,tecl."oi RcporlC~. In<:. 

'25 has been inc:.::easingly dl:a\>m into the problc!ns created by the 

'" . ~ (. , 
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bhl - 7 conflict i:A;!.tween the grO'.ving nu.."nbel- of stat.:.es thil.t. have begun 

2 I conducting state-sponsored lotterie~ to raise revenue and the 

3 1 prohibitions o£Scction 1304. State lottery Co~~ission h~vc 

4 complaJ.ned of the ano:nalous situation created when a state is 

5 operating.:l legislated lottzr~/ and desires to utilize the brond 

6 cast media to publicize the lotto}ry ,,·hi.l:::! Section 1304, and I 

7 quote, "9ub9tantially limits the use of the broadcast media to 

8 

9 

10 

11 

bring th(? lottery to the attention of the state's citizer..s." I 
The COI:'.missiern has adher~d to the view that the '1U051' 

t5.on of the proprir;ty of prorr.oting lottel:ies on broadcast !>\cd~a t 

is a lcgislativ~ ~olicy determination properly resolved by 

Congress and has consist'..:;!ntly tnken the position 'Chat it has no 

alternative but to appli' the requi.ce%::nl:s of Se~tion 130.t until 

it is amended or qualified. 

'rhis p0Gition \:<15 reaftil7.'.cd in .:t rccen t letter to 

tho Chairman of ·ch~ 1!OU.::h~ Ju.Hciary Corr.:ni ttea in l:'~SpOnSB to hi 

request:. for the C(;:~ ... "':\issicn's viC'. ... s on n.R. 6668 und other pcnd-

18 1ng legislation_ 'I'hese bills ·,.:ould aliicnd Title .1S of the Unite '-~ 

19 States Code to p(;!I:l:1it the transpcrtation, l:iailing and broad-

20 ca3ting of advcrt:i.sco€'nts and o~hcr iniol-rr.at.ion relative to 

21 la:llful state lc~teries. Although the Corr.nL;sion took no p05i-

22 tion on the MCJ.it~ of these bil13, it did ~otc that the Depart-

23 ment of Justice " ••• generally fftvorcd enactMent of n.R. 6668 as 

24 promoting the 201i(':y decisions of those stat-os .. · .. hieh have de-
~c ... ·Fcd,,'ul Rcpo'l~n. Inc. 

25 tcrmined to (;cn;.hv:;t 10tt!!ric5, while protecti:1,] the p1.~blic 

~<.:~.""-'-"';'-'''';'~~~~-....4.i~+-,~")~,...:..c .. -.t~h.~~~~.u.:.~~~~.w:~~,,,,~~~::t""';~'''''ap";;.jj'-ai.t':'''ft:t·'''J:'''.-''·:':;~~ti~~i 
...... < •• _ • _ ..... _,_ • 1'...... , .. - -- --'-"-- --- -- .-.-----.~----.,-. -- .•• ----~ .... _,:::"--~'-- ... ,._, .. _.-" .~ - -

""--.............. , .. ~. ~:.- .. -~~ ... -.---.-~-.-. ..... ! _ .......... . 
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· ::lw - 8 policy of still ocher st~tcs which have rejccted the lotteries If 

2 The COmr:lission stated it ..... ould defer to this judg;r:ent of the 

3 Department. 

4 However, the COr::1Tlission noted that since broilGcast 

5 signals, as a technological matter, cannot be confined to poli-

6 tical boundaries, any of the va~ious excffiptions in the bills 

7 would result in the broadcast of state lottery information into 

states whiCh do not conduct 1otter::'es. Of course, brc('\der 

e>~emptions \~'ould result in wider dissenination. 

10 The Cc.m,nission rec::omi:lended certain technical ar.1cnd-

11 m~nts to any lcgisl.:\tion ~·;hich might be adopted in order to 

12 <1void the potential problem of conflict.ing inte:CF::et<'ltions in 

,. 13 the lir.1ited ml!";)'~r of c<'-ses ",her'? station~ arc Ii. ~ns(>d to t"fO 

14 locations in different states. 

15 The Commission's prC5ent approach to the broadc<1st 

16 of lottery information, \'lith particulal" reference to state 

17 lotteries, is primarily based on the CO!':4'nission' s Sup?10!:11~~tal 

18 Dec1arator~ Ruling, adopted in 1970 pursuant to a decision 

19 of the United States Court of Appeals for the Second.Circuit. 

20 The c.:>urt in that case held that Section 13011 only 

21 prohibits tho broadcast 0= lotter:::, information that "c.irectly 

22 promotes II a lottery. That Hull nq and subsequent corr.mission 

23 action in this area have relied 0:1 t!1is "directly protloting" 

24 standard. 
Act·Federal R~,'eu. lroc. 

25 Iio.~ever, in January of this year, the U:1itcc. States 
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Court of Appeals for the 'l:hirfi Circuit reversed 1.1 1971 CO,,-"":lissi.n 

2i ruling which ccncludcd that the announ=C~2nt of the winni~g . 

3 number in a stnte lottery, i::ve."I though in the ::orm of a nC","s 

4 report, constituted a direct promotion of the lottery und , .. as 

5 prohibited by Section 1304. The court held that n~ws broad-

6
1 

east$ are protected by t.hc Fir!.t Amendment ilnd trous arc e>:e::-pt 

7 from the prohihi tion of the statute. According to the COUl: t':: 

8J interpretation, Section 1304 should be construed to aFply only 

91 " ••• to the prOl .. O tion of L")tterics for which ch.J Ij censce re-

10 eeives compensation ••• " and perhaps also to " ••• so~e unco~pen-

11 sated pro:notional announce:nents outside the conte>.:t of broad-

12 cast journalism which might be:. found br the FCC to be prO:T1O-

13 tiona~ and not nO',"'8 ••• " 

14 The C~~ission and the Department of Justice peti-

15 I tioned the Supreme Court to review the Third Circuit's d~cision, , 

161 and the Court recently agreed to hear the C3.se. The !?l:imaz:y 

17 basi~ of the petition was the conflict between the Third 

la~ Circu~t's decision and the ffdirectly promoting" standard pre-

19 1 viously established by the Secon~ Circuit. The Comnis!3ion felt 

20 I it was inlperative that the Suprome Court review the C;lSC in 

21 
I 

order to resolve tho conflicting interpretations of the s~atute 

2.2 to I3stClblish unifo!:"l:L guidclir.o:!os for tho Cc:.'.::\iGsion and its 

23 licensees to follow. ,. 
2~! '1'he petition to the SUl?rer.il~ Court was .llso founded 

~:'!.Fed.,of Report.". Inc .• 

. 25 1 on the Cor.:;~ission's .::on..:! the Juatice Dcpart.."'1c.ll.t's belief th.:l..t 

II 

, ' 
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:::lw - 10 the Third Circuit decinion r.as crrcneou51y declared .J. portion 

i 

" , 
\"." 

2 of Section 1304 unconstit'ltLm~l en violative of the First: 

3 ]\.r~endr.\ent. 

4 I tu::-n ;r.y attcnt.ion nm.,. to the other area of ga.-r.b-

Slling-related infort.·I~·tion -- the broadcast of the infCJr.:1ation 
I 

6 concerning horse races. 

7 The COmr.liGsion has the otcit~tory mandate to license 

8 broadcast stations to oparate 1n the public 1nterCGt. It is th 

9 Co:nmission I s b~licf, sappm.-tE:d by cx~ressions of Congr';:)ssior.al 

10 CC:1eern, that it i!; nut in chc public intcre~t for licensces 

11 to br.oadcasthorse racing 5.nformlltion , ... hic::h would aid illegal 

12 gamU.ng. 

13 In 1961, Cc~gre;G c~~ctcd Section lOB4 o~ the 

14 , criJon.nal Code to provide penaltie~ for the use cf \>Jil:C cO:::'wr:luni-

15 I cations facilities for tho trar..mission o~ wagering info~~tion 
'161, R.:ldio and television .. ,·ere owi ttod from the statute b.'l.sed en 

171 the. specific determination that the Cot';lr.lissio:l already hue 

18 J\dr.!qua.tc authority to deal ,d.th broadcast stations \o,°hich pro-

19 gram 1 n a f;:anne.r that aids ill~gal ga;abling. In the House 
I 

20 Report on the Dill, which become Section lOi!4, the Cor..nittee 

21 sta tE!d: 

22 "The bill does nct include \.:ithin its pro-

23 vinicns J:acio and tele\ri::;ion st<;ltions. The Attorney 

General is of the opinion, and the Federal 

Co;n.":lunications COii4'nission agrees, that thll 

" 
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Cvrr~."ission hus n.dequatc <It:.thcrity under cxist~ 

ing 1m'l to prevent. the transrli$sj on of. gal:\bl ing 

inforr::ation over. the ra(:io and tele'JisiO!l fa"cil-

it.ies. It 19 eviden~ that this power to act tc 

revoke a statioh'd 1i~cnsc when the station iD 

6 not operated in the public i!1.tcrest (';7 U.S.C. 

7 312) is pr~venting mi~usc of th~qe moans of 

8 comtmicd tions. 14/" 

9 In 1964, in furtherance o~ the this goal, the 

10 Conl!llinsion ac!opted '1 Policy St.atcnent concerning t.he brO<lci-:;.J.5t. 

111 of horse rncing iniorm<ltir)n. The objective of t.hat statC'ment ',"m' 

12 . tho cllrt.t!ilment vi the 

13 1.: .. i.fore.tiaa which 

14 I g.:unbl ing. ExampJ es of 

15 "I com.-nission. inclwed: 

ute ot broadcact facilities to dissemi-

might be of substantial ~se tu 111cg~l 

b;.oadcasts which \\'crc or \~onccrn to the 

16\ ( 1) '.rim troe.dcasting of a full pro:;riltr. of rnCC5 fro:J 

17 a l"ncctrack, sir.ml tancously Hi th the r"J.nnir.g of the r.\CC; 

18 {2) brcadcastir.g dctail~j changes in prcracc in [or-

19 I mation, such as post pvsi t~ons, jockeys I proba.bly odds and I 

20 scratches, prior to t!1.c race; 

21 (3). bro3dcasting of "off" times as 900n as this in-

22 fo~ation is avai1nblc or shortly thereafter 1 

23 

24 I 

.-Fwe,ol P."po.lers, Inc, 

25 H/ II. Rept. %7, 87th Cong., 1st St;!;3S. at. 2. 

..jj 
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(ol) broadctlstillCj race rcsults and prices paid 011 ,), 
1 I 
2 race before the next race has been run at the same track on tho 

3 same day, and 

4 (5) broadcasts of horse r~ce information sponsored 

5 by pub~ishers of U~cratchshccts« or othe. publications dis-

6 ser.tinating detuilocl. horse racing inforr:mtiOl1 by touts, or ol:hllr 

7 persons \.,.1105e activ.i. ".:iC5 may rosul t in aiding illegal 'Jc;.r;:blers 

8 or bookmakers. §' 

9 The Co~~ic$io~ 3t~csscd that its concern was pri~3ri~y 

10 wil:11 those liconsct:s \, .. ho milY :::egul.:!rly er.gage !.n these typos of 

11 pJ:ogramming -- and not .... :hl.!rp. there arc only isulated or sporadi 

12 instances of such broacc:.st2. 

13 

14 role of horse racing in r;1i:my 5 tatcs and cmpt.asizcd that it cUd 

1511 not intend to inhibit the bro~dcast of races ~ or of full inform 

1611 mation a!;.our races ,.,.hich are of Hidesprcad int~rest to the 

171 general public. 

18 In 1973, the CI,>Tw.lssion reaffirf:)cd this positior. in 

, '\ 

! 
; 1 

I 
, j 
, ~ 

. ! 

~ i 
, , 
, , 

19 a ruling pursua~t to a requestfro~ New York's Off-Tracking 
I ;; 

: ~ 
20 I Betting Corporation. The Con'w-ni!3sicn held that, While the 1964 1: 

i 211' Polic~' Statenant forbius any adver:t;ising of horse ra9ing that. ~ 

I ~ 
221 might directlj:' aid or encoura~T~ Illegal g.":!.mbling, it. would per- I 
23 1 mit cdvertisinq which only induces people to follow a sta to • s J 

A<t',F".:!erol Reporters,' 221n45~ I,ll 1 t:;5 / 'll,' 

~ 36 FCC 1571, 1574 (1964). 1 

,,-:-~.----''':..= -"'"~ = ..... "'."'~"""'=.;;,~ .. ~ 
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legHlizcd betting cour,;e, stlch as N'.:!w YorJ~ I s off-track bf!t:t:i::g 

opcr;ltion vhich ha.s th~1 .:\'Jo\Oleci purpoHc of !;upprc5sio:l 0:: illcC]tl 

gunbling. 1Y 
4 It h,iS bCC1~ t~hc .Cor{' .. ~.:issic!1' s c:-:p~ricnce that lic-

51 enseeo hZ1VC ccr:.J?lied \;ith too ::;tim{~nrds Get out in the Policy 
I 

61 statemcnt. In fact, an 1 indicated in a reccnt lettur to your 
I 

71 l::<ecutivc Dirocco):' I t.he Co:tl.":,,,issi.:m hns not been requirc": to 

I 
8 i initiate ac1T:\ini<Jt::ad\."e sanctions against any of it::> licensees 
I 

9: in this arO<l. IIo ... ·ever." 1 miqht point out t there i.s pr(''.)crlt.ly 

10' pending a licen •• r •• au.l h.aring in which po •• iule viola'ion 

11 of these policic~ ":a9 i~'lc~lJd(:d nmol1g the iS3t1C5 3pcci=i(~d for 

12 h ... -:.aring. W 

13 

141 
lS Ii 
16

1 
17\1 
18 

191 
I 
i 

20 !I 

21 

22 

J.n ~:m:;)j.'.m:YI th~m, :l.::tdics ~nli gent:l£',-.nn, so far (1~ 

the broadcast of lott~ry :lnfol:ma.tlon is concc.n •• :d, tho 

COirlmission finds itself opcr'"lt:ing in a mixed cl ... viron~cnt:; of 

stntt1tory obligations and jud~c:ial UJ1Certai!1ty. It has r.o ;:-:1-

tcrnntive but to apply tb~ prohibitions or. Section 1304 of 

the Criminal COOG, \·:hctl:er or net. the lottery is now cotLsicnr-

ing lc<]islatiolL -,.;hich ,·:auld' lib~r.:ll izo. present restrictionr,: on 

bromlc~st of i~for1tation ~bout s{:..:tte-opcr~l;('d lotteries. 

In ,addition, the COl:.::>isnion has a~ked the Suprc:;e 

Com:t to rCfiolve the conflicting judicial interpretations of 

" , 

.. ! 
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t.h!3 statute. 'rhus, t:hc COl::.-nission IS involvc:nont in thi$ arc.). 

2 co\,tld undergo zubotantial change in tha near future depending 

3 on the c:mCCOll\?: of tllO pcnd:'r.g lcginln tion and tho Supramc' 

4 Court decision. 

5 By contrast, the enforcement picture in broadc~st 

6 of horse racing info::!:'tation iG much more settlt;d. Sinco ~dop-

7 tio~ of tho Commission's Policy Statement in 196~, broadcast 

8 licansec3t for the most part, have complied with the standards. 

9\1 t l.s t were ne t out tho rc • ',., a will. of cour sa. c~n tin,," to 

10 I !':Icrutini::c carc':ull:l, tl:::vug:t licanue rcne ... :n.l proceedings ann 

11 in other ways,· thc .. a oc.:asional repurts of horse racing or otho_ 

121~roadcnsts that mighc be of aia to illegal 9~~blinq. 
13 

14 {·tr .. Ray, 11M ! .. .,rill nOi-! b~ glad to an::lwcr ~ny quostions you may 
I 

15 have. 

16 (Com!?l~t(~ statement of }D..". Hardy fellows.) 

171 CH1~IP2·~·\H :"£)R!n: I don't think I t;pottcd n~y of the 

lSI/state lottery Co~iusiono~s here today. Tr.ey nro very intorostc 

19 in this entire subject. I t~%e it tho position of the 

21 discretion. It &ays nny lottery and it. isn't dist:ingui~lti:\g 

22 bct~{ecn legal and [lot le:gal lotteri'.!s. 

231 . I 
I 

24 I 
de<ol R¢f'ottl!'", lne. 

25 1 'l"bl'" at "h'" p"" .... .,cnt .. I_C T_ ,t-now tlt"'_T"c is a lc.ttcr . i na~ ,. -- ....... . ........ ,. • • .1.4... '" ... 

I suppcso th."lt. unas-
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lv - IS anc Ilf,'\ sorry I !1avc:1' t rC:ld :H. to conplction. Do )'OU }1ilV(! i\ 

p03ition on that? 

Wily or the other. h'c .... ·ould iii;c to hav!.l sO::-.C cl.:lrificD.tioll 

in orJe~c that VIC r::ight r.otify (.>Ur liccnseco. t·:c ... :i11 livo ' ... ·ith 

·7 r.Bl~rr<!'A~ !·~ORI~i: Ue \o,'i11 start our quos tioning v:i th 

1·:1:. David Do ..... 'd, who is the Prcsecuting Actor.nay io.t S··lh.·~ 

County, Ohio, notl cng.-.gc,1 il'l la'-1 en=:orcr.!:r.ent ot <l di:'::crcn'.: 

sc:rt •. 

}m. DCi:D: I bo']in \.:1th thi:.; question: if Section 

1304 is aitlOd to !Jen.lit th€: bro~dca5t:i.ng of lottuty in[o}.;;:a-

c.f the loc3tiofl and of h·y .... to c.ontain hroadcast: signal!; .. :ithin 

a pnrt:.:ular st.ltn? 

16 g.:1. i:'\FDY: (\0 you want: to ans~er that? 

1-:.:\. SLOSOERG: 

to the House COl.::ni ttcc c~rta;'n languagt' to cover ti' ~ fow in-

stances where s'.:.ations ore <lssigned to f:: ..... <j co;.'C'.unitics in t ... :o 

different stato~. !J.o~·ond thilt, thr.: lct]inlnt:io:l to ·.:h1ch tho .l 

CO:;~i5giOIl addressed itso~f in bricf 'Jollld 'Hlthori~e a broad-

cast. st.:\tion assisnud to a cOr.:r.luni t)' ~-:hlch cc..n:':uct!!d legal 
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I 
1 I in an adjoining :Jtatc if it \J:l~ lC<].:tl in the 8t~tl". 
I 

He have tho unusu<ll situntion whote the Stlta of . 211 
3~ t:ow Jersey has a.state lottery and roalistic~111 they have no 

• i Innjor bro,dc.st ot.t101lS loc;;':cd within the ctr.to. Thero .ro 

S Ii sevora 1 UHF s ta tiona. 
" 

Ch3nnel 13 is an educatiunal ~t3tion 

6\1 which is aS3igncd to t:m .. Jo.rsov. Bas ic.:t.lly, the n:Jrthcrn part 
I -

71 of tho Statu of l:o.w Jer5\?'~ gets tclovizi)n servicu pal:t fro:":. 

8 r No.", Yorx stations and tho southern Pfjz't from Philadelphia 

9 t ot<l tions. 

10\ The language covers that. It would not pcr~it --

11 tho languugn of ~~c bill ~ould not ~erpit n broadcast sta~ion 

121 assigned to a cc:wr.unity in which a state lottc:y I,'as not lC(]ill I • 
. :3 I: "..f • f' . 1 ' hi II to rJrOCl. .... cdst. t:ny .l.h ·ornatl.on (';o%l~ernl.n9' a cttul':Y. .I.' __ 9 W~9 

14! anot.her pO:l:Jizility in f:eres of nituntions that could arise. 

If. f:.i::!!olJri and Illinois, Illinois hns a lot.ta~;{ 1511 

I! 
16 1 .. ~1tich is not yet in operation. Part of Illinois gat.~ tclevisio 

I 
17 'I sor\"ica fror.l St • .Louin. The C~-r.ittcu h'1S cr,lftcd :"D.n9UJ~;O in 

18,1 this bill, Ii .R. 66G8 t~hi!.!h woula cover thtt t:ir!;t t· ... o of those 

191\ situations. vIe suggcGted addit:.io~1al lan9ua~e sir..pJ,{ to cc ... c-: II . 
20 II tho dult1.. D.s£dgn.':l~nt 5ituatlon , .. hora a st.."ltion is lice:lsod to 

21lj C~~U"iti05 in th'O adjoining !;t.ltes" 

22 I !m. no:;ro: Has tho FCC' been t::ade a~~I:"Q or di:.;t:o·:crcd 

23 I! any violclt.iorls as ot now by any of the racl.to st;>o':ions cQnco~nin: 
il 
Ij 

24 If stato lottcrio5. or any .:lPI?<lrcnt violntior:.:; as of l!"j"l( 
~~.;:4 ;;~;>!)'IH"" k"'l( 

2Sh HR. W\PJ)Y: to ~ns~cr chat frc~ r::w.'l 00 able 

I II 
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the Compl.lints and COr:".pliance Division. 

2 1-~. !V"\Y: J Can l:.·ecall no violations that have co:-::c 

to our attention. Thor~ may hnve been one or two minor c~c-

time muttcrs that WE: did not feel ..... ould just.ify sanctiol~s by 

the CO!l~nission. 'l'hc;re havC!!1' t been any substnnt.ial viola tior.s 

th:lt ,,,0 kno\" of at: all. He hav~ had ;~any inquirics f:-or;' st.:ltC5 

\.,.here there nrc. lcg::lizc.d lottc.riee ,-q to "'hut types of broad-

cast l"t'ii tcrials thE:<:l could I::nrry and still be. \.Ii thin the 

9 I COi.;:lission I s int.erp>:cl:ation oc:f 1304. 

E' HR. 001';1); 1J'J1nn!: you. Tho. tis all I have, Hr. 
!, 

~ 1 il C:.iJ..:!.rmJ.n. 

1211 ellAIRW\H ,l01;!>,:, un my 10 = t "ntl ye,"" right is 11>: • 

13
1
, J;;i\1\US Co.lr:!man, P:"OGt!cutinq ;;''-:'';.1:cn(~:· [!:OH i·;'.no 

.. ,\1outh County, l~e~v l! 
'I 

14 l. .)" er!;(',y • 
I 

15 l l·m. CCLcl::<1:: '.1:1.:1.:' 'f'·O'~. 

16' 

I 
17 ) 

~i 
I 

18 " 

19 r 
20 

21 

~cfcr to nn art-
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1 reconsideration u.s i:"\b~restcd· purties <.lnd the C0:1J:\i5S.ior~ has 

2
' 

been vel'y flc:dble in ~ccording interested parties tl:e right to 

3 petition for rcconsidQrati~n even though th~y may not hav~ 

4 been in the initial p~ocecding. 
I 

51 The decision that was appeal~d or the rulicg that 

61 nppealed to the Third Circui t \-1.:iS tha Co:r.::~ission ruling On 
I 

:1 
rccol\sidcra+-\'on und the appeal to the Third Circuit Was obtaine 

cy the state lottery people. 

9 nIL COLr:!·~~":-I: The Ne\1 Jcr;:;ey Cape Broadcastir'g nade 

10 I aX'. applicatio:l and sub:';'\itted it in thu nature of the announcin:: 

i : II 
1211 

I 
" 

13 I 

Yes. 

~ .... 
I'U\. yo~ d~ni~d thei~ &pplicaLion based, 

14 I ~ssume, on the decision given by the SC~Qnd Circuit? . 

15 Hi:\.. IUd:'!)Y: And Cor.J:lission policy. 

16 HR. CO!:E!·~~;.N: Going b.:1c:,,: to what, you pr,::!scntcd to Us 

17 today, we a:::-e 4'eadir.g, gentle;r.en, from your prepared sta':c::;cnt 

18 section 1304 prohibiting the broadcast of any advertising or anj 

19

1 

inform;: tion con{!~rning lotte::::ics. I would asstU!'.c that the 

20 I Second Circuit decision t ... as the result of an argul"~nt by you or 

2111 your counsel saying that the ;'l1nouncer::ent of a lottery nl.-'lmber 

22. was in violation. Is tp.at correct? 

23 HR. SLO~BERG: No t qui to. Hha t hapl ... clned 'o,"as the 

York qucstio~s t,'Jer~ rais.:.!d con;:crning the fle>:ibill ty or 

scope within which they cou ~.d c').ccept <lnd put on an 

" -.7'"'''' 

~ .. , 

'-
' .... ~ . ., ... 

.~ 

\ 
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annO\.lnccm~nt concerntng thc lim·: York Stntc lottery. The 

2 corr.missio!1 issued a declaratory ruling giving guidnnce 0.'1. (\ 

3 nucher of abstract questio~s ~lat were raised with the 

4 

51 
COI1'.:nission. 

The Co~~i8siQ~'s ruling or advice was appealed to 

6 Secon,: Circuit. 

7 ;.::->, COLB~1J'\H: \';hat was t:he Co::t.llission's advice at 

B I that tilne1 At tl-...at time there had bE:en no interpretation of 
, 

9 this Section, had there? 

10 z-m. SLOB8ERG: This was the 1lew York cnse, righ t1 

11 HR. HAI'J)Y: l>.ctually, I believe \"hn t OCC\1.'. red was 

12 th L the Cotnmis£ion hnd made a rcspo:1se to one of the qU85tions 
\, 

13 ~md I belie"'e th:::.t there were 10 or 11 qt:estl.ons pres<::ntcd~ 

14 The CO:'U',1is5ion stated that it \\·ot:.ld not be put i.n thlJ 
1 ~ I 
J"\ pOfJition of Gns·"ic.l:ing .tn aCvi.m::o the 10 or 11 qu,;:,stions. That i 

16
1 

d(.'lclaration by the CornJ:1ission ",.).s appealed to th~ Second 

17( Circuit. Tho Second ci=cuit concluJed that any information 

18 directly prof,\oting il lottery ~·:ould La proscribed by the 

19 '\ st.:\tute and then rmnandcd the materiul back to the Cor.;~issio:1 
20 for a specific rcspO~H;e to eac::h of the 10 questions that h'crc 

::1 AS ,:;. re.sul t of thi! t, !:t',li:1g by the Second Ci:::-cui t t l:i",' 

prc:JentC?d -- 10 01:' 11 questions th.at ,,,ere presented. 

231 
\ 

241 
,\(c 1'.-.:1;:101 Rcpt.II&n, l"c.l· 

2511 
the f.· .. und·:1.ticn of Lne i..:or. .• ,\i:;sl\)n I s position ever since on all 

f) f i.:hose i tr'ms. 

I 
- -'""'- .. 

.;. ... ,-.. ~.~=.~ ....... 
..._ .. _._ i , 

. , 

.• .---r 
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HR. COLl.:HJ\N: .Fa5 it the Comnlission's argu:nent that 

2 
the announcomcr:t of a ',dl1l;ing lottery number ",as in v:.clation 

3 of the statute? 

4 
~IR. HARDY: Yes, it was. That tvas not appealed 

51 thereafter. 

6

1 

1m. COLE! :,.q,!; : 

71 

I understand that. 1'10\ ... you I re faced 

with a court decision '''hieh flies right in the face of that. 

8 
NR. HAPJ)Y: That is correct, sir. 

9 
HR. COLl:~lluj: Do you think todny that the mere 

101 
announcement of the ,,,inning lottery number is in fa.:::t pronotion 

11 
of the lottery? 

12 
HR. HAHDY: It's not proper, I doni t ';}link, sir, for 

13 us to anS\'lCr that. Tha t ,"ould be' a COIi'~t;\iss:!.on deter.:lination. 

14 
I He might make -- ns Staff mCffibers ' ... 0 might make certail, re!':larkD 

15
1 to the co:nmission t'o'ith regard. to thnt. Until such time as the 

,16 I Supreme Court decides that Third Circuit case, I really dcn't 

17 believe it ,.,oul.d be proper for us to attempt to :::;t:ate what. the 

arguing in court, 

18\'cotilrlliSSiOn'l; poslt:!.on t ... ould be on that. 

19 ., N.I~. COLEH.t"L"I: You are alrcaJy 

"0 
.. jl aren't you? 

21 I HR. HARDY: He arc arguing in court that the broad-

22 cast of the \-;inning lottery m:..";\ber is riot a hot n€:"'-s ite~, but 

23 is in violation of the statuto. We \,,111 argue that position 

24 in court. 

25 HR. COLE!·t.,\~i: G~nt10mC!n, in your stat:::I,1t:'nt l'oU sa}' 

. ' ... 
·n'·)?'4'.Jr.~·\.l."·:tl·-tt· .. a·:~~~U0!4c.,:;:'~,,tL-" ,,·}tj,·~~~'IM~~~~(r"""Hi'4&»~r,;.Q;fiiii#'.WH'"C'~~";;.iJ -' ' '.~~/ 7~Al' ...... .... -. 

'::.:. 

" .. 

-_ ........ 

_ .. -.' 
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that: you feel that you sho',}ld at.tempt to regulate any info::-r:;ilti~:1 ,.-

2 that may be usee to further an illegal lottery being dissc::lin.:!b .. ;1 

3 through the cO;:-ll:Iun:'ties, i3 that right? 

4 
~m. SLOSBERG: nroa~ ~st. Operations of broadcast 

51 stations in the p·J.blic i::1tcrest: ,·:ould c~:cluje bro.:!.d\-::asti:~g 0= . " 

6 1 
ini:orr..atio:l that ,·:ould ilid illegal gumbling. 

7 ;.:::. COLEH1\..'l: "iha t abOl.lt tt,.,~ announcemnn t of the 

8 winning horse in a race? 

9 l·m. SLOSBERG: I cen I t say. 

10 HR. HAnDY: 'I'hat does not apply to horse racing in-

11 f.orma ti"oll • 

; 
He have heard tc~timony here at 50::-.13 12 I 

" 
HR. COr,E~·!Z\N: .. 

" 
13 length that t:!lC munbf1rs, 

14 on the basis or the hundl~ at such and such it racetrack'at the 

15 area • Tha t is, disSCT'lill.:..te any time <1 radio st;ltion \,'ants to 

16 give :i.t. 

17 1m. sr~OSnERG: Per1i::.p!'; to put your qUt:::;tll):~ jn a 

18 little rl(;rC accuratc pc~:spective, I can say this. In 1963 the 

19 COIT'J:1ission on ~dvice of the D<?!partmcnt of JIlSt::"(;C ini tia ccd an 

" 
20 inquiry into the broacicasting of horse raciPog inforr.-;;1tio;1. The 

: .-::---

21 t::oIl'mission established a spccia.l committee ur.der the chairrr.3:1-

ship of COIl'T.1issioner Rot-crt E. TJ(;e. 

That cotlr.littec confcrl:t.?!d ,,:ith state racing c04'.:r<is-

Ace·Fedorol Reporter!. Inc. 

24 sionors throughc·at the country. 

25 An a rcsult 9f these discus~ions, the. Cor:;r:issic;-;. 
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1\ determined th<1t it \-:ould not be proper" to udopt prcc.i.se ruling!> 

II 211 as to \'lhut would ~"'nd \']hut would not ccnscit'ute an.ncunccr::ents. or 

31 information \~'hich would. <lid illegul ganbling. It therefore 

41 issued what it called a policy statement with respect to th~ 
5 " broadcast of horse racing information and it set out its pri-

6 lb' .' ~ \. . th b d . h ld mary 0 Jecc1vcs ana tllat 15 'at roa caut stat10ns s .ou not 

7 broadcast inforrr.ation ,·:hich in fact did aid illegal gaIi1bling. 

8 It set forth in that statement some examples of 

9~ what it considered to be improper information, i~prcp~r broad-

10 \1 cast i::formation. 'I'hese exmnples had been drat'ln frcJm \.-arious 

1'1 dis~us!3ion \-lith state racing cOn':nissions around th.:: COU!1try. 

12 The COIT.t1ission put that out as guidance to its li ;el'l.secs. 

13 

14 

15 

16 

The Co;:wi!:;Gio:l has h.::.c. Ii ttlc or no prcblem ~'/i th J 
that ~<.i;neral policy statement until such time as the Off-Tr'"l~k 

Betting Corporation in New York raised some additional qucst1on •. 

As Hr. Hardy's statel11(?nt pointed out, our activities 

17 in this area. arc ur.dcrtaken in coO)':dination with the Dcpa=tr:lcnt 

18 of Justice~ 

19 The statemcnt and rulings that the Corrmissioll hil~ 

20 1 

21 

issued over a nu:r,ber of years have not departed from the vie.,.,,;' 

generally e:<pressed by the Department of Justice. 

22 I ccumot none of us here -_. can tell you whether 

23 the Ccrrmission. ',lould ,in any 9i .... ~n instance find that the brca.d-

24 cnst of this kil~d of i:;formation or thnt ldnd of infornution 
~c·f<",~c(n' R~rpor~t:r'. In::. 

25 I in any case \,'hich r:1ay ;.1r15e in the future, Hcald Qt" ,,'ould not 
~" 

--- ---~. 
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1 cont).~uvene the pol:'cy s·tatcmcnt. '.rhose .questions are pr~scntcd 

21 to the Com;uission 'V1hcn thcy arise. 

3 z.:.~. COLE:l.:;'~~: Again, sir, ..... ould you be able to tell 

4 mc, 1304, t.he- language which prohibits the advertisc-':'lcnt of 

5 r info~aticm ',;hich is being decided by the courts, 
I 

6 ! which an eye tm·:ard a legal or illegal lotteries? 

. ! 
71 NR. SLOSnJ.;-"G: 

\,'as that 

8 <.".nd this ... IUS t.he r:.ajor ::-ulin.; of t!1.e Cowmission in that case 

9 initially 'V:a8 that 1304 applied to state-conducted lot.teries as 

10 "vcll as to illcgnl lott.eries. Thf! Second Circuit '''';''lS quil.:e 

11 cmpbucic in saying that this was correct. 

congress had t;:videnced that clear inlt:.:lt:"on in r.:v.ny .. 

14 insurcd ::;.::t'Vings and loan associC<ltions from selling lottery 

15 ticket::; t.hr.ough. thoir ,dndm.;s. 

16 That '''as the th.:r.ust Oj~ the initial ruling, so that 

17 it \'las f~.\irly clear that it did apply to state lotteries. The 

18 language of tho statute talked about tbe broadcast vf any 

19 info?mation concerning e. lot.tery. The courts have said thi:3 

20 reul].y dCiesn'i: menn thnt. It means tnfcrnation directly pro-

21 moting ~ lottery, not 6iwply concerning it. 

22 Under the guidance set forth by the Second Circuit, 

23 it seemed clea.r that the broadct\Dt of a winning 11Ur,\ber at the 

24' tin-.e.,und as a l'lluj or announcer::cnt to. the ticket holders, directIj 
.. fc<lo.al R.p()'I~". 'roc.ll 

. 25 pror.1ot~d the lot.ter:}· \'li thin t:hc ~lc'::l1ing of. the Secor.a cir~uit 

, .~ . 
." 

~~;':'~""';"~~~~·~~u:~~~~~.,;:.jU:.at.~~~~~;.r;;~-;tt:.cidlf~\!\gr.t':"';>k:~'S'J.1;~tt$U~,.;.;".~:.tii . , . 

----

.: --
;.. 
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bl\oJ - 23 Court decision. The Third Circuit decision, as we,read it, did 

2 not dispute that. It said even if it directly promoted a 

3 lottery, if it constituted news, if it were a hot n~ws ithm, 
" 

41 it was beyond the reach of 130~. 

5 NR. COLEgAN: And the First hr.\cncir.ent? 

6 HR. SLOS13ERG: Yes, sir. l\nd thereil' was the direct 

7 cO'nflict thRt we saw. 

8 HR. COJ:..EH1~1: The real conflict is \vhether. it. vio-

9 latfJs the First hnendmcn{:; and ",hether it is constitutional? 

10 l-tR·. SLOSBERG: Yes. '1'he Co:r.tliissicn's position is 

11 that it was not tolerable for the CO:;-;:lission to say that in the 

12\ 
I' 

Third Circuit area in Pennsylvania and Ne\'l Jcrs(?-1 and Dclilwarc, 

13 r 
14 Second. Cil:cuit area, it 'I.leans son,ething else and Lord kno,,;s 

15 \'ihat ~t r;,CL~ns in the rest ofth~ COl~:1try. 

16 l·m,. COLEr·:AN: Just one ",are question I if I rnny, Hr. 

17 Chai:cman. 

18 Asstt."ling i:her~ is a substant:lal First J...mencr::.cnt qucs 

19 tion and. ~'our ot'ganizacion -- the Com:;'lissio:1 has said that the 

20 1 mere announcement of a \-:ir~ning lot:!:ery nUl-:1ber \';or,ld not: ~id an 
I 

21 illegal lottery -- if you C.ln ans",'er this: no\~, is t..~ere ,my 

22 valid re.ason for such a prohibition? 

23 HR. SLOSB£RG~ '!.'he Coml'':\ission has e:<prcssed no view 

24\ as to the desirability oE the continuance, repeal or ccdiEica­
Ace-FcJerol IIcporte,~. I"" 

25 t.ion of 1JO!,. The c~;..:";\i::;sicn is sinply seeking to apply the 

, , 
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statute in whichever ',ilY i '; is interpreted by thu courts ,u.!Hl ; 4-" - .... 

has said time and ti~e aga.in that \~'e have no alt.crnati\'e 

HR. COLE!·nN: '.i'hcro clrG b:o decisions nO\,,7 

HR. HARDY: I!opefully \'le will huvc olle. 

HR. COLE:·!A!1: '1'ho onc you chose was the first c~r:, 

l:'ight? You are appcc11ir.g tho second one? 

HR. l!i\RDY: !n the.> second case, the CcrrJ:tission 

its d~clar:ltory ~tiltcmer'.t. In that st;'lter;~ent it too}: t.IC 

iSSW:~ 
POSi-1 

9 tior. tha ~ the brondc.:!!;t of the '~linning lottery nUlf.bC'r \,'as pro-

10 rlcribcd by 1304. 

Now I tho Third Circuit Court of !\!?p<.?ills' ot'inion 

flies in th~ faco of th~ Co~~ission's decision on that sv~cial 

poi.nt. ~h~:-:cforA. He a't"9 in the positior. of having to repre-

scnt the Commission and i:ake tho Co~ission I s position fonJard 

lS I to the Supreme Court. That v r; our r::ason why \-:0 arC! in t.he 

I 16 I supreme Court ~ith that ruling. 

17 HR. SLOSOERG: I suggest, ~~. Col('!nun, \-H! hewc no 

18 other "tlay of resolving that question. 

19 ?:fill.. cor,E~·t.\N· You could call ita day and forget it. 

20 I I " .. ouldn· t say thex:c is no \-lny you could re301"c it. 

21 HR. IWw'!; 1 don't bel.ieve ""0 cou3.d tE:ll t_he people 

22 of the SCc(~"c! Circ'.l.U ... tl":at the position of Second Circuit Court 

23 i of I\pponls is ~lI:oz~g • I don't think ·the Co:'".r.\ission w~lJld have 

tha~ l-ight uncler: La ...... 24\ 
\;o.fc-dc,·o! R.tf"~r1"". Inc. 

25 The lot:.t03ry people of tho secor,(! 
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.\'l - 25 circuit wouldn' t b~ li . .ld .::t you, .... ·ould they? 

2 l·iR. HAW'',t ~ "l'he lottery pcor,.lc ,.;auIdn' t, bl!t I 

3 I think the S0.c0r.d Cin!l.ti t Court of Appeals "'ould be. 

4 'l'ne Departr~,ent: of Justice .... 'ould r.ave to sta t~ our 

5 policy, 

6 ~m. COLEH.;· ... N: !.ottery peoplc are obviously very in-

7 tercsted in this. 

8 l·m. IU.RDY: Yes, they are. 

9 CHi\IPJ!1\1i l·~OR.r~I: Sectio!\ 130" as it would be <;!'Ii~:nGc("! 

tc,gcthcr with' yow: zuggcstcd cha:!qe ·,.;ould make i t lv~ful tv 

HR. lu\RDY: That is correct. 

CHAlrJ·~~.!i l~RrN: D03S that includa promotions (11-

16 together? 

17 l-!R. SLOSBERG: lmyth.ing. There would be no li:nita-

18 tiona 

19 CHAIR.'1NI EORn~: Regardless of t.he rango of tho 

20 I ntation? 

21 I HIt. HARDY: t'/ell, \,'0 have no way at tolling a static 

nl on a b!J'Cder, fer instal'lCe, that i'; ca::lnot bl."oadcast althoug:\ 
" 

23

1 241 
t·F .. derol R~':J, ... l.!t1. Inc" I 

it/g. in the s.:s.tnC state \;h.~rc it. 1:; lcg.-xl for a station in the 

~idc.ll(: of th.e st.utc, for instanc(,', that does not _ ... -",here it'!> 

25

1 
sigr:..;ll dOes not crons the :;;tatl~ line tll.:lt it is pm.'"!:-.it!:.ed tl) 

I 

I 
! 

i 

1 
.i 

, 

l 
i 
.! 
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1 'bl:o:\dca'3 t. It ""ould be a totally ir.1possible situatiol'. to put 

21 the Co~~ission in. 

CUAUU-:'i\N HORIN: I ngree ... .'i th you. I wa.itcd to 

h.::ve on the record ""he);e ""c stood teday '.d th that ar:1(!ncirr.cnt. 

This is p(:rhaps not'a L'1ir question to ask of you from tho :rCC 

stand?oint, but 3ince thcr~ is a prohibition o~ the transci3sio 

7 interstate --. by means of int.crRtatc> commct'cC! g<:'l:'.bling para-

8 Ii phernalia, would th'3 s~u:te r'.11cs apply to t:.ransfer.;:ing the 
U 
I' 

9 ga::1bling in::orr.i:lt.ion Ly ~i:'.? 

10 l·m. SLO.3m;PS: ;·xe you talking about l08·~? :;'084 

11 perMits that. 

'rhc trarl!1portation of lottery .. 
13 matcri.:!.l b::" mv.il? 

14 1·1P.. SLOSnERG:· 10U4 e~c~pts from the prohibition 

agilins t the in ~Qr s tn te tr.:l:~s::ort<l tion 0 f g ;1;:tbl ilVJ info:-::-..1-cica 

CJ!.i\Ir~·!.;\H l~ORIN: 11m talkin~ about 1953, not 10H4. 

! ':n SOl:t'y. 'rhat is cnrrying cr sending thro:zgh intc.rt1t:l.tl.! 

ii!';Y par<lphern31i~ or devicc~. 

HR. .. HhRD1: r. dan't believe that W~ h3ve studied 

that bi:;'l. 1 ' n not tha tit \':o~!:d 

~ 
t 
a 
~ .~ 

23 1

1

' dicti,'m of the FCC. X~ 
2/~ I cw\rR:'~.i·\;i HORn:: I'ra l,;\!!::: .tt \·:ot:lt:n't. :~r 

,r" Ft-d"ro( R<'P<>(I~'l, ;;~'IJ l.::R. H.i\r.JY{: Eo ~ .. ·ould b£ ~ 1 it tIe t"t! }.uctn:,.t to tr;; .~ 

1·1 
." I ..".~ 

,-"",~"'~""l/~~-""'~V~~~~I.~;,~~~~ .... ~~~~:...;..",~""";)\,,,J 
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and nns\·:er sOf!lcthlng like th.lt. for the Ceflmission. \·~c lire here 

2 as rcpresentativoG of the Cc:n:rtisn!.on. I would not want to take 

3 11 pogition fer th .. 1 Commir.;siOTl on that \·litho,,!t ha\'ing sO:-:.O view. 

ClIAIR:!.:\N gOlUN:. I \,'ould:1' t as}: you to. 

z,!.R. R·,\Y: . SC::1atc 352';, !.~. Chairmlln, \.,.ould ar-and 

6 1301, 02, 03, and Q.1 ar.d ,::.:nong the .:ur.ancimants of 1301, 2 and 3 

7' shall not tlT!ply to tho tr,:m.:::portt.liton or nailing of tickets or 

8 other materials concCl:nir.g n lottery ".'hich is lawful in t.he 

9 11 st:lte in ·;.'hich it i:.1 condu.::ted. It exempts complatcly fro!'!\ the 

10 proviuion:; of 1304 !JtOUQC':-QI,;. :.Itntio:1s Hit.~lin the st~tc ' .... ho1:«:; 

141 
15

1
1 

16

1 
17 I 

lS/ 
191 

it j.s n Gtate operated lc:i:\:(!~·. 

CHi.!PJ!J\H l~OEII:; ';~ha!'tk you • 
... 

the aiSCU3sioa up t::> r.o":. It!:: so!:r:l. ! ".:ill. pa!>s now. 

ClI1H1Ul.i\li HORn:: Doctor Allen is en orthopedic st.:r-

goon th.' a ci f;y c(mncilwo~i'\:1 £ro:':1 Philltdelphia. 

DR. ;u..r.,lm: 1. don f t; }:r.ow a thing a!:o'.lt tho FCC. 

20 I D:t. ALLr:~:: Nba~ woun'; ot rc!:;ources a:1Q ~:anPc;)' .... cr ot 

21 your Cor;:;;lis;",icn hQ.~~c bc,;!n devot.ed to the acs~rilnce of cc~plic:mc, ,c'~ 

22 I of your lic""6ec' of the govcrn.ct.ntal rogulatiolls? i·:~ 
23 1' l-!.R.' I4\WY ~ \':0 dnn I t have a.ny Co:;".mission rccot:ds .. :hi h ' t~, 
2.4 - ~;culd t.ell us <-he :111!;\,'cr to that qt;cstion. i';(i h/'lndle e~Q g'!'1S- ;:t~ 

,"h.J~,·,,1 R"fOlf~fl, w.\ :]1 
25'1' tions that. cCr.\C !:ro:7: cur licenlHlc::: on <l c';Ult~-b:r·-\.ase b:.:.:;ti~~\ 

I ~ 
H . 1 

~"""""'''''" .. '''.''''''''~'''''.~.'''~~::,~ 
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1 If' cnerall:,- in tho Compll'd.nt!J ltn~ Ccmpli.mco Division. 'rhi'~ '.r;·.:n:;"~::; 
,·~l v~ry clo~cly with the Genaral Cou~Dcl'D office. 

I 

3 \\0 rc!;pon'.i to those questions on i.m ad-hoc cl"!!Jc-by-

41 caze b:s.Gis. \'io don't !Iava an:/ rcco::ds '..:hich disclose to ua 

sipreCi5CIY bo· .... r.mch time is s!?cn~ in har:dling tho litlitotl C)UC5-
r . 

6. tiona that co;:\c r"ga~din9 thc broadcast. of lot.to!:)' inion;oat;io;t. 

7 DR. lJ.Ll::i·~; I:; the. entCJr.ccnlQnt phasu tho rCGpcJ!13ibi-

a !lity of tho Dcparun<'l\t oS: Justico? 

9 1 

10 1 Ju.tic,,_ 

2·m. H .. \H.DY: 

1'1 when our llccnsCts com·~ up :or rene .... ·!!.l or 'dO focI i ~ is approp-
I 

12\1 r~.at:c to iJ:lpoZO n forfe l .':.\1't'c upon. a li(;cnscc fer \,loliltiCin. 

13 11 'J,'hl'! Ilccual ent::n:cem~nt of 1:10,1 11as -.d.th tho. r,)Crnll::~t.ont of 

14 1' JIl:l t:.ica • 

15 il 
161!your st.1.tcmont, Hr. Hardy, th.:! Cc::-:;:\lss':'on is P.:l1p'f';H·;cr.;:d undor , 

II 
i71'1 the Co!:C~unic~t:ions ! .. ct, hO\iOVCr r to re'Jo~a il lic~~s~) fer the 

lsI violat.ion of .130·1, or to 1r.'Ipos'.! a n.onatnr~' fil~C of up to 

19! $10;000. 

~·jc hnvC! :tt~itiatal. 42 iorfcitm:cs. 20 I 
211\1 ing o::ctions on a r"n.oh'·.,.l -c-f 11ci.?!~s~S .included !SGUCS at'Otl.t the 

221, hro.tdc:~s~ p;; 1(;t;-t~!::'ic3. Thc:::c ill\'i) b-~en .), cOI.1plu o( c.nccs 

23 1 II \>thich includ!J'd the' broac.c.:ttat of infor.nntio:l iloout hors~ .:ac!..ng 

24 il ... ;hicb. h'!..tght: be of G\ll;~t\:!~~iill ;::S:5.i~n.:!..::=c> t;,) illegal. gil:.l~ling. 
e-1.rol Rr.:o;t"." 1..-.(-:1 

25
1
1 In th::lt llcn:.>o "'-' cntorce it, bu;:; not.. tl':!! c:,:1(.'i1\.11 pa:.:tn 0= !t .. 

I .~ 
, • . ·"_.,r . . : .... <." .. ,~ .... r;:.. j 

1>'.i,~'·;~{.i'~.AI~;_"':.tJ.\i.r~;tii;'-:1:;"~';2.·~..G~l.La.~. ,~ ... ~"'~...,;~".l1~~~!:i~!;~~~E1"~ 
// ( 
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2 I hava a diyiaiol1 of S 3 pco?lo. H-.) aro- required to dai\ ¥, l!.":""~'i 

3 I cornplail'lts of the pu!:llic on all bro.;td~ast uubjoct;£f, t;~;:· ~";}'.,~ 

6 should be d~ne ar-out i,t.· I might ju:#t ~cr.t.ion in P,I,\!l:,;:'~'~ :,' ',,~: ~,,' ""1:" 

7 in fiscal '73, 1G,322 co:: •. ,intg that wo rocaivod (:In hf"~'·:~; .. 
~ it .l.~ .£.~ 

8 i tl'I.!'l.ttor'.i, 51 concerned alleged broZldca~-; of lottory ~nf;~'~:"'l;~ 

V I or c.dvortisoucnt.:J. Tho total in thi$; fiold h r.1thtH' s.:o;;-.;::,' 

10 II co:np~r.d to so:::. 00 tho ~thor sUbjactn Wo qOt co"pt.~"~ ",,:,'. 

H 
{ 

:1, 
," ;!~~.i f 

12 pl~ints frcm1 the public or fro:n local 10.'" C!rll'or~~(iI\',~;m~¢~'~ :,,' t 
~i .. .~. ; ft~~t ~ 

13 1 If. "''& 'Jet a cC\;,l!?lnlnt ',·c tr.,{ to d(ltQrn.lne \4h"~hf'i." 1\ • ~~~'"i:"l}""i 

14 I broadcao::'iuC' in£or;;u~tion. of assi!5te.nce to illotJ4L Qf"li~U~<t." 

lsI den.l with l:cal lil~1 flr:forcer::~:n.t O=f1Cillltj. 

161 DR. P.Lr.Elh \·:h.e.t in <l hcrjgo rae., )';)l,·oA.dc~n~ n.$';;'.;. {: 
i 

17\ ntitute a h~lp ";0 illcg.11 CJ.:l..-,biinq? 

, .. 
" 

~, ,", 

,. . 1l~1l-'" ~ 

13 I l!..~. RI\'l = To giv~ the :r~5ults eU"'-.! the r·,\1I;\~lt~ 1-:<';:' 

I n . " 
19 of one race oo!o.t'a the n'3.xt rac!! at thnt erlCf. 1Aj Pl?t~AI$¥-:r:'t:!' 

20111~ca.l.tGO than thep~r1)on that had th4; bat with th~ OOi;i;J"-:;'" ~~. ',~ 
211l first rac~ \~!.l ... knt'iw '\-:hctliG.r t.e ca$ lost or ha' a qot; j~E '/~'~>~';';; 
22 ~ to bot on th(!: seconCi antl. 

23 II ~ l-Ut. UItRl)Y ~ ito would l"..b,VCi a taioph.Oha ~~~H\~~:it' 
I . 

24 tl.1ku hin bets en :1 ruc~-hy-r<!l.co ba~il;. 

s· 

tho a! !If'P'l''!e,,,,, IN. 1 

~ 25

1
. 

.,r' ." 

. II 
, '. 

N01LGG I ~Lt: 
-. ~ . 
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~h.' - 30 scratches, say at noon of the day of the race. The people S"oing 

( 

(, 

2 to the track to bet legally donlt need that. They will ge'.: it 

3 I when they get to the track. 

41 It I S only the pe.oplc that are going to bet thrcugh 

5 a bookie ,.;no really want that infoDna tion, this 10. te pre-re.ce 

6 inforr.lai.:.ion. 

7 

8 

9 

10 
., 

11 

12 

13 

14 

15 

161 

17 

18 

19 

20 

21 

22 

23 

24 '. 
';t~ Federal Repar\erl, ~~.II 
- "L:> 
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cam 1 CIJ\'Irz.:·L,\~l HORn;: You don 't c'onsiclc'r thc brouacasting 

2 of the \o:ords "t~ley I re off" to be.8o news bl'b2<Jcast? 

3 
HR. :J.!l'!: l;ot as I rel.1er:ilier thet.l \;;hen I used to be 

4 a young man in Chicago. I remember going to a boo}:ie joint 

5 once. 

6 DR. ,;l.~~LE~-J: Relative to the revocation of lic~nses, 

7 do these occ~:'r bt:;£ore the Department of Justice enforces th:: 

a crininal asp~cts of the statute? 

9 lin.. m\ Y: v:e don't \olL1.i t un ti 1. the Departr.~nt of 

10 Justice institutes a criminal prosecution. ~'7e do get their 

11 opinion as to ",h·-:ther this \'/ould hold up on appeal. If you 

12 revoke the s'cation, Inost tir.1cS they ,.,rill appeal it. If it 

13 i!; .~. fer fci t.urc ani! "'..:hey refuse to pay it, the Departr:;cnt: of 

14 Justice has to go into local District Court. hIe have to have 

15 thcm with us before we proceed. 

16 l·m. SLOS!3ERG: Should the Department recoml'lend crimi 

17 nal prosecution, the Commission ,,",ould \'lithhold acministrati ... e 

18 sanctions until the Department has cleared that up. 

19 DR. ALLI~N: One final quest.ion r.el.::l.tive to the 

20 state of Hichigan ",hich is so close to Canad 1. In YO'..1r 

21 opinion, docs that give the State of. Hichigan' s lot.tery an 

22 t:nfair advantage over my horee state of Pennsylvania:: 

. 23 !.1R. SLOS I3ERG: The, director of that lottery 'doald 

24. say yes. 
Ace·Federal Reporters. Inc. 

25 !IR. Ii.:1RDY: He feels it has bccn inDtrurr.cntal in 
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cam :2 making that lottery successful. 

2 DR. ALLEN: Hhat does you:r: CO;:'J:1ission intend to ao 

{ . 3
1 

about that, if anything? 

....... ./ 
4 HR. l!AlIDY: If the legislation is passed, the broad-

5 cast of legal state lottery inforr.'.ati..on, then it is perr:lissit-lc 

6 and all of our licensees will ~e so notified. 

7 DR. ALLEN: If the legislation is not passec1, \':hat 

-8 steps could be ta}(en to make sure that Canada does not get ~hp. 

9 infc,rr.lation from Hichig.:m? 

10 HR'. SLOSBERG: ~'le deal constantly ",ith Canada con-

11 c.erning broadcast. relations on both sides of the border. i,e do 

12 not always see eye to eye. Can?.dian relations at the present 
I 

1311 time, for e'~D.mplef call for the de::'.1tlon of I'ro<]ral':1s picJ:ed up 

14 in Canada and directed O'lE:r cable systems. i':e regularly engage 

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

16 [[lent. 

17 He \·lOuld have no basis for suggesting to then that 

18 their broadc'lst stc::.tions should not carry certain kinds of 

19 programs. That is basically their concern. 

20 DR. ALLEN: Specif.i.cally, then, if the statute ,,'cre 

21 to pass 1 could it be \'Tritten so that it pertains directly to 

i 22 , public broac.cast or to cable and if it pertained to c;:ble r \';01111 

23 it afford Sycdicate activities a greatcr range of activity hy 

2,-i II virtue of the fact that cable is u little bit:; r.\ore .-- ',-'l:i.ch 
Ace·Fcdcrol Reporters. Inc. 

25 doesn't huv€' acceSs to it, in other words. Primarily in the' I 
I 
1 
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C2.ffi 3 areas \-lhe.re the folks \w\tld be more likely to bet hCC3'.lSe they 

2 have the whcrewi that to do the betting, ,~'ould cable telcvi~;ion 

3 broa~cast of lotteries, et cetera, afford the ille~ill clenect 

4 of gCll'.1bling a greater degree of activity in your opinion? 

5 '·1R. EARDY.: ";011, if the statutei::; an:ended to na}:c 

6 it pcrmissib18 to broadcast lottery information, it ~ill ob-

7 viously receive such wiele dessenination through the over-tha-

8 air broadcasts, that cable ,.;ould only be adding t~o that. YOtl 

9 undcx-stand that cable picks \.~p broadcast sj gnals and then 

10 disscminates the infClrmntic:l into areas ",here there is no 1:.roa~ 

11 cast reception or into arcas'wh~re it may be received better 

12 over a cable syste~. 

13 I n:'ally believe that if the statute is a~e'1cc(.~. th'1t 

14 it will pernit both bro'1dcust and cable dissemination of lottcr~ 

15 information. 

16 DR. l\LLEN: I'I:l. thinking of the \l<iy cable is uti..lizc( 

17 in some areas of the eust coast for the pronotion of pornographi~ 

18 movies which certainly are I:ot sho~·:n on reguJ.ur. broac.:cast 

19 cham1els. 
I 

20 HR. llARDY: The COli'.mission is well Cl\oJure of that. 

21 I·m. 5LOSBERG: I haven't heard it: described in those 

22 terms. 

23 DR. !~LLE~I: If as a legislator I \-lrote the sta tutc s 

24\ thaI: it V/2S ilpplicable onl~' to c<l:':~ll2;, then I'ffiilskinr.rl··"iJi..lld i!.. 
.. Ac,,·Fed~rol Reporfers, Inc. I 

25 r afford the 5.l1c~Fll elcr.\ent a r:lore ef:f5.cucious ~nc1:> 

II 



HR. Hi\RDY: I vlould not think so. 

2 CHAIRHAN !-~ORJN: The history of this COr:1r:1:"ssion is 

3 that Dr. Allen's last final single question elicited l:'.ore in-

formation than the rest of the Commission put to~ether. 

5 l' 

4 

HR. RI'.i'CUI.E: I ".'ould like to thu.nk ycu for your 

6 cooperation on behalf of the Staff. ~'hcy have been very cooper _ 

7 tivE. 

8 I 'l'lou1d like to tU!:'n a\~'ay from lotteries for a 

9 moment to the subject of. those pOlicies L"tffecting horse r .. ~cing. 

10 On page 8, you stntc thr:lt 5 .. n 1964 t the COIT'J:lission adopted f1 

11 'policy I the object of ~'Ihicl! was to curt<.'.il the use of b!:'o<lcc.:uit 

12 fncilities to disseminat..; inforl:'.ation v:hich might be of sul::-
<, 

13 stantial usc to ille9~1 ganbling and thercaftc!:' you provide 

14 5el;;(.' ver~ h.c:l~ful ex<..nrlcs to the cr.)J:uTlission. 

15 YO~.1 tb~rL !;~, .. te that in 1~'?3, you r. .. 'lc1e certClin CO)i-

16 COG~ ~.·;)n::=: becil,l..ll::e 7';e·.i Y,1rk ci. ty Off-Track Ee:.tting Corporatioll's 

17 efforts ViC.!c;:, air::C!d at the fi.:w.e objoctivo. 

18 Could you tell ou=- Cor.JUission v:hat concessions or 

19 \'lh.:lt changes you made regarding OJ.'B in l~C\'; Y':Jrk Ci ty fran the 

201 policy as stated in your statGmcnt? 

21 I HR.. COLL~t.'\.H ~ Page 10 is "'he.re they di sc",!';s t.!:u.t. 

( 22 Is that \·:hat ~{OU Ire rcicrrir.g i:o? 

2;,11 

2411 
'A~v-F-~dvtu! R~PQ":·7:~;, ! .... .:: .. t~ 

RITCHIE: Yes. 

25 .(eled;;.! J .. ~ r:b~t ,·:ouJ.J. 5u.t;:':"ce t:c '~'c::;poTil to th::lt: q'le~tionl to 
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cani 5 tell you what the COI"':lission's policy has been since 1973. t.:~ 

2 have the release thut m1<1naled fron the COrl'..':'.ission at t~c;t t:ir-c 

3 Nfl.. IUTCI!Ii:: I think you have alre::tc.1y su?:=:licd th.:lt 
" 

4 to us. The ?oint I wish to make is thut when an activity was 

5 aiml=d at the same il1e<]3l activity \."hich the Cor..r.;ission's ~ol::'c' 

6 V.'US directed tov:a!:'d .. it sec:ns that you are ;d11ing to :'1Ci}:e cc;:--

7 tain concession~ about utilizing broadcast facilities to p~o-

81 r:K>tc that activity. 

9 ~~ chat or is that not a true statenent? 

10 HR. SLOSDERG: \'1e11, I \\'Ould phrase it a little 

11 differently, Hr. Ritchie. The Com.':lission objective \'lith respec. 

12 to th~ broadc<lst of horse racing infornation is '.>impl}' that it 

13 would C~ cont;:-::t:::-y to the pu!)lic int:en~st. for a broadcast lit;ensc.~ 

14 to broadcast infornation which would be o~ aid or i1ssistan~~ to 

15 illegal gar.tbling. That is the general objective. It is cased 

16 upon the public interest standard in the comnunications ~;tatlltc. 

17 The Off-Track Betting Corporation raised certaIn 

18 qucsf:ions as to what th~y could, might or might not do. The 

19 Conraission kept that, in terms of. the sane objective; \.;o';,).ld this 

20 information, the broadcast ot this information, aid or be of 

21 assistance to illegal gC:ll:lbling? l'lher\~ the COmr;Ussion dete~inad 

22 that it \·:oulc1 not be, it hila no objection to such bro.:lc;ca~:'s. 

23 ~'ihere it ~,;ould, the Commission -- the Cor.u-:tission was of the 

> t'\ ~ •• 

E.. .. lop~nJ.on 
A(,,·F~d~'ol R~porl"rt, i~c, 

25 \dicated 

that it. \:ould ai~ iliogal gar:lbling, the COr.u:'.:l.ssion in-

that it 'dould be barred by the '64 policy. 

I 
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HR. RITCHIE: Thr. purpose of my question is that t!1i 

2 Comraission hilS rcct'!ivcd a great amount of tcsU.r:1ony from the 

3 Fedr~ral Bureau of Ip..vestigation ... :hich .ccflects th::lt -- ~ost 

4 l?e!:vasive illegal acti".rities concern -- ::: "ionder if the COl:mUS-

5 s.ion has ever considered curt<liling broadcast facilities as it 

6 n~lates to sporting events boca use that lends itself to cn-

7 couraging nn illegal a.ctivi ty. 

8 HR. IL\RDY: You mean to elil:li.nate ail sports 

9 proljram:ning? 

10 HR. RI'l'CJ~IE; I'm Gaying, has the C0r.1Tr.ission e'Jer 

11 considerec!t.he proposi tio:)th3 t they r.:ay be encouraging .:In 

12 illegal activity by brca6=asting very widely sporting events 

13 upon "'lhich illegiJ,l boo~:making occurs? 

14 HR. CLOG BERG: I' in c~ui te certain tr..i t were the 

15 D(!pa~tl::ont of Justice to raise the quostion \\'lth the Federal 

16 Con'l .. unicntions COr.4":lission, the: (:orr . .-nission .. ·:ould giVt~ it v~!:y 

17 5er.ious consideration. The so-calle.d horse raclng policy st-.ate-

1811~er~t, ster.1S fl.-om j\\5t such an lnquiry and concern by the 

19 Department of Justice in the field upon the passage of 1084, 

20 Title 18 in 1961. 

21 rm •• Iit\RnY: Do you r.1ean whether m: not the COI!1..-:U.ssio:-

2211 han ever considered whct!~er it in nllOi..-ing broac.cast of football 

23 gamc.:;, b.:\zeball gi1r.~es and other €?Qr-ting OV<:::\'':5 to aid in i1-

2411Cgal garr.bLi,ng? 

! 
I 

.; 

! , 
i 
! 

I 
! 

Ace·federol Reporter,. Inc. I 25 !lR. RI'l'CnIE: Yes. 

I 
j 



c.::.r.: 7 

<. 

99 

?-m. 1-Jk"1DY: I co~.·t believe the COt:'Jnission·h.as even 

2 taken that into consideration to determine whether it is 

3 proper for their licensees to broaCcast ball g~r.:es and other 

411 sr:orts entertainment eVI.mts. 

5 'IR. RITCliIE: ~':ould you agree in line ,.;ith the 

6 1 Cor.-.niszion's 1954 policy state!:1ent regal.'ding horse racing: that 

7 if thi:\' Conmission should find that horse booknaking is less of 

8 I a problem than sports bo()kmaking I tha-:; it might well recom:~end 

9 the: Cor:lnission consiGC!t" a r!?ClSScss!:"ent 0': that polic~'. ~:oul(1 

10 that be proper? 

HR. SLOSBERG ~ It \.'Quld be appropriate and it ,,'ould 

l2 h~vc srcai: \.:cight if it dore joined in by the D..:!partrncnt of 

13 Justice:. 

HR. RI'l'CH1.E: 'fh.3.t conclude::> my qUE:stions. 'lh:mk 

you. 

16 Cl~,\In':L\~l :':O!Uli: ! don I t think that we shculd leave 

17 that record. quite open tholl:: 'f,'ay. I can oee t-hat. being trapped 

lB! into tb:!. follc-,dng headlin!-!, nPt)cieral co:r..mullications COll'.m.i.ssion 

19 I consiucrs banning televising of professional football --" 

HR. HARDY! {':e ','ould not \-m.nt to leave that i::1pres-

sion. That ",'Quld have to .rest \.'ith Congress. If Congress QC-

22 cidcd i t ,.;a~ against the national policy in regard to policy 
" 

23 t.o;'!c1.ru g.3.r.tblin'] to prohibit the bto:.dcast of ~ll sportin9' 

24 
t.ce·F..derol.Repo\'I.n, ·;nc.11 

ev~nt.~. I. think th.;'lt, t.h.:t t \o;ould hct ... e to be a Congres::;io~al 

25

1 

detcr:ni;Vltion. I do not believe ete Conl1l~s!>5.on \<wculd unciert~~~t! 

II 
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I cam 8 such a drastic step. ;1 

;1 
2 CHi\Il<=1i\N ;':ORn~: I'm certain you'!."o not even con:3i-l 

3 daring it. 

4 loiR. Hl\RDY: No, sir. 

5 Cii2'1.IRl !.iUl 110P-IN; Hr. Ca!1non? 

6 HR. c;'.!mo:-j: Hm: do you reconcilo t1:e fact that you 

7 permit the televising ot horso race5 in \oJnich one can soo\.;ho 

8 \-;on the r.lce as distinguished fror.1 tl~e fact that you can t t go 

9 aho(".d with the .:lnnouncer:-.':mts concer:1ing tre racing inforna tion? 

10 11.~'. Sr.C~';B:c.'1G: Tho Departr:-;ent of Justice has advised 

11 t.he Co~mi ssion o'lcr a period of ~re.::.rs of its views in this <lrea 

12 and '<that it consiJ..::red t-:> be of r.uterial assistance to il:egal 
I, 

13 I 'j:ll"\blil't<J. 

14 The j,!olicy stilte:nent thf:'l"crorc clearly sets forth 

15 that there is no objection to the broadcast of ~eatut"c race:.; 

16 goner-ally anu th',lI:. our objection is limited to certain kinds of 

17 infor.mation, '\ .. 11ich the' ComniGsion did not dre.:t!:l up on its O\\'n. 

18 The COIT'J:-..ission r.1ilt;eS no claim to any expertise in 

19 thi~\ area as to "that aids or abuts illegal g<lI:'bling or Hh.:lt 

20 do(~s not. It consults "'i til. the Departncnt of Justice on a 

21 regular basis and its vie\':s and the vic\,'s reflected in its 

22 docUPcmts refloct the viev;s of the Dcp<trtr.ent of J'usticc. 

23 ,m. CA:-aw:,,: 'I'hey specifically have said it's nll 

24! right to go .:lhend aml broadcast ~hc picture of the race i ::;'01:, 

A(~i'ed"'Qi Rl>po"~ 2ir>C.sl 
hut you can· t broadcas t t.he inforr. ... "\ tion conccrnin:J v .. ho \\70~ the 

I 
J 

, i 
j 
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race? 

HR. SLOSBERG~ There nre only cartein rcst.:rictior..s. 

Senator, and these concern pro-racing infor~3tion, actually. 

The principal thrust 0: this is against broadcast 0= trllcJ: 

conc1ition::;, post positions, jockeys I ~.,.eights, shQrtly befort! 

a racl:! ",hich \o:i11 aid people H!iO arc going to bet tbro,~g:t il 

bookie - parimutuel inforr.'.4lti<?n broadcll.3t before the r:(·:·:t ruce 

at that track is run because it could air! i11e9ul ,=].:,;:".:"1:I ... ng. 

There is no prohibition against telovising ~n actual 

r~cc itself.' Our inve~;tigators also talk to the loc~~. t:r.i tt.d 

States l\.ttor.ncy I the local Prosecuting Attorney, tho police 

officials of the state that is inV'.)lved. 

11..:1.. Ci\NNOH: It SF-Poms to T'1& th.'1.t thC'!y }·.1VC scme 

nrtlficial constraints there that are not realistic in.this 

cay ilnd age. 

'l'hank you. 

CIL,\IR!·t?-.N HORIH: Thank you, t-lr. Hardy and gontlet::on 

=or cocing. You have been very holpful. 

lt~.. PJ:J~.DY': Thank you again. 

Clit,\!P';·!i\N :1O~IU: The hearing '"ill stand adjourned 

for five minutl1s. He \1il1 then h~ar from the Unit!.!d States 

Post:)'l Scrvic~ • 

(R~ccss.l 

Cl!AIru·1.t'U-l NORIH: 'rhe hearing • .-ill pleas() come to 

order. 

1 

I 
l 
t 

1 
1 

1 
1 
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This is the sixth in a series of public hC3rin~~ 

conducted by tlH~ Cor~.mission on the HfWi{'\,' of the r:ational 

PoliJY Toward G5~bling. In the fir~t five hearings, ~e heard 

tcstiDJny fron the pCI:sons intereztcd in the state lottery 

operu tion in tr.c t'ni ted St .. tC3, frol:t thc Department 0: J~sticc, 

from the Internal Revenue Service, frcn the FDI and just pre-

ceding t!.is hearing / fror.l th~ Federal Cor.J:lunic.:ltions Cor.ri-;~';ol 

This aitel=noOl\ we ""ill hear testir.:ony fror:: rcpre:scn 

tiltivc5 of the United States I"ostal Scrvico, ... ·/h) '.\'ill ::c- rerre-

sentcd by tiX'. John D. Tilrpcy, \.;ho i~ the A,5sL,,::~nt Chicf 

Inspector for Crir::c Invc.:.tiCJ.;ltions of tb~ U. s. PO!lt;t;l Scr-.. icc. 

tiould you ident.ify your collc.:lgucs for the repo'J':cor, pleaso. 

Georgo P. Dnvi:; and on my left, .John Vcntrisc<!, Attorney ;d.th 

tho General COL~soll$ Offico of the U. S. P09t~1 Service. 

Ny forr-i..1 stator.1cnt ,-:;tr. ?rcviously s~r..i t::CG to the 

C,)n-.nission ~or the record anu it \\Cl5 r.:lthcr hi£;torical .:tl".d 

L".:lthor lengthy. 

In the i\".t~rcst 0:: craving ti1'1C t I ,,'Ould sU'1S'cst to 

the Ch.:li.cr:.an tnut I \-:ou1.:1 p:tr.:tphri\sc tho early pnrt: at the 

~tntc:mcnt. and go into 1::oro cctail at t::c ct'vl of th~ statcr.:ant, 

:;p':!cif;.c;"lly the st.::.!:';'.> of the lottery lil~'" at this tir~e. 

\:i11 go int.o the record as $u::r.tittcd. 

J 

I 
j 
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j 
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I 
1 
I 
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MR. TARPey: Thank you. 

2 The present lottory statuto ";<13 brought il~out fa:: 
I 

3 the t:l':>f>t part by tho M1ve;:.'sc effect th.l t tr.D l.ouisiiln." Lot t.cr:' 

4 hild en the public i:l genel·al lInd on the PO'ital Serv':"ca in 

5 purti:::ular. 

6 

10 

11 

121 

'. 
13 1 

1J 
lS II 
16 I 

I 

171 
18 ! 
19 

20 

The P09t~astcr G3nernl at that tine bccare c~nccrnc~ 

\-lith the lottery \-/hich 'tillS II qUilsi-lcgal lottery ... nc! \o,'hich =:0:'-

sulted in rmch corr.u:"tio)'), in the St,~tc.: 0': Loui:liJ..ln uncl grc.lt 

j?rofi tq t:.tna cpc.ri".tor£; of the lotter ..... 

Tr~ . ., r,;.)ils ~mre UaCU ro1.thlJr Dxtl):.nivcly in pror.:Oting 

tho lottcrr to all stntes. In l:l.:lt;y in!:tL'lnccr., post:;ilsters ,1:)0 

others wcirc agents of t~c lottery, Gold lottery tickots ~nd 

passed in 1090. This mada it a ~iol~t~on of tl~ 1~~ to tcnd 

through t' ";\."1.11, a01th':.n!J connected ,·:ith it lottcr~f. It put 

SOI::C tooth in the previ':lus 1a\.;s by provitJ.ing iWi'!:i:.onrc:lt o! 

one }'cru: and n fine of $500 for a'H.:h viol.:!tio:'l of the :;t.:ltl1tc. 

Tho effect of the tJ.nti-lottory li3~,' ' .. <1.S ir'J'"c:.iiatc 

.:ind rather drrur .... tic. In t.he first ten days of Sopto .. l'ar, lS!JO. 

jur;t bafo!:e passage of tho act,. the I:c'" Orloan~ post;, of:icc 

dcli-:c;r.1<1 ovel: 10,0')0 lo!:tcrs to ttc Louisiana letter.::,. 1\:'-, 
tar tho net hnd hea.n pas~;cd, onl \' ·1GO let.ters ~ .. cre cali V'e:::cf!. 

The saf;!C (;rm"l."ltic C=f.~ct '''as >lchie,:cd in :::>nn:ect.io:\ I 
~ 

~:i th tb.! ':llrounl: or rc~i t:tances in tr.c n<.l..::'ura of _.Jnc1 or-cors 
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being del.i\·cred to the lottery in the c,r.ount of ul~out $1,700 

2 prior to t:10 passage of the leH" arid in.":l0:~i03. tcly a":ter tl:a t, los 

3 than half t!lat uInOUllt. 

4 ?he Postal Inspection Service as the law en~orcc~cnt 

5 agency ~f the Postal Service was called upon to enforce the 

6 l<! ..... ·• \'le 1:'::'\'0 been at it ever since. 

7 t':e were able to put out of b!lSint!S5 the Louisianu 

8 Lottery. ':'118n aiter tr,at, a. nu,"":lber of. independent OjiC;:~~ tors 

9 sta~ted to :ill in the void and ag::'till operate lottery :::;c~el~.es 

10 of variou$ sorts <:nd "'~ I through enforcenent of the lottl'!ry 

11 I statute, \\'cn~ nble to act against these people and get the 

12 situatIon ~nder control. 

13 il · Thereafter, the biggest problem We had in the aren 

.,f lotteries has been foreign-based lotteries. In those 

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

through cl!forcer.:Gr.t of the stop-order provisions, or rr.::!1l-stoF 

provisions of the administrative statute, Title 39, United 

18 Stat<~s COl1c 3005, ,.;erc able to deal, He think, very effectivel:,; 

19 with the ~pcrators of foreign-b~scd lottcries. 

20 To bring the present concern int.o foc1..:s, ;.,·c are 

21 presently enforcing, for the most part, 'ritle 18 USC, Section 

22 1302, which is the postal lottery statute. It is a cri~inol 

23 la\·:, a fcl-.:lny r wi,ich prohibit;:: the r..a.ilil:g of a certain pro-

24 
Ace·F!!dc,ol R~portc". Inc. 

zcribed rr.atcT.ial in cnm:ection hi t'1 the cpera tien of a lotte~·y. 

25 



cnm 13 

• 
( 

--' ". ~ _ ..... " -.~ ..... ----.... -- ------ , ... _ ..... _. ---,.., --.. -~--------=----~.-

105 

that the natter involved be connected with the lottery and that 

2 the mailing of t.he ~roscribed material is in violation of the 

3 statute. 

I think I should mention also at this point, ~hat 

5 the inspect.ion service, for the r.-:ost p.:lrt, uses 1302 in many 

6 cases in connecticJn \·:i th the investigation of compl<lint.s of 

7 violationu ~;= the lottery statutes by :!:raternnl org.:lnizations, 

8 l:eli':)'~.ou~ organizations, and S0 forth. By bringing provisions 

9 or 'I::he lottery :->tatutc to the attention of the orga.nization, \.;e 

10 ar.e able to get V'o:!.unta.ry compliance. 

11 In connection Vlith the foreign-based loi;.,tcry opera-

12tions, "de are able to effectively deal \·!ith them through the 
'i 

13 issuance of the mail-stop oreler under Title 39 USC, Secti.on 30'.}51 

14 With the recent introduction of the so-called legal 

15 1 state lotteries, \-,',3 Imve not c!1anged our position I'lith respect 

16 to enforcing the law. ,-:e have investigated violat;~ons ::>:!: 

17 Section 1302 brought to our attention and \·.'e have prczented the 

18 facts to the United States Attorney for consideration of pcs-

19 sible prosecution. 

20 Ide have !l1aintained liaison with the DcpartIr.ent of 

2i Justice in connection ,d th the operations of the state. lotteries • 

22 ~·:c have been in touch "Ii th tr.e directors of the state lotteries I 

13 ;.md talked T,Ti th them about the oper.ation of the lotteries. 

24 In 1965, Postal Inspection Service invcsti~ated 303 
"1' Ace-Fcderal Reporlct}, Inc_ 

~ 25 3,17 prorr.otions i! cases of alleged use of the Rails by lotteries. 
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cam 14 were ~lscontinued, 14 perscns were arrested, 11 individuals 

2 were ~onvicted. In 197~, through March 30, there were 173 

f 
3 investigations, 321 pro~otions ciscontinued, ~ arrest and 1 

'. 

.d conviction. 

5 In the years bet\ll3en, lottery investigations de-

6 creased gradually, but there have never been less than 200 

7 investigati.ons in any year. The reJ ~tionship between the 

8 increase in the l':gal lcttcr~' operations and the gradual de-

9 crease in" illegal lottery investigetions during this period is 

10 only conj ectura1. 

11 Some of these i11vestigations \lere of operations of 

12 the so-called "legal lot.;:ex'ies." He have consistently consultc( 

13 '.dth the Dcpar"t.r.1ent of. Justice on the !.tdcter of prosecution fer 

14 use of th .... mails by these legal lotteries. 

15 \'Ie have blicc for~.ally presented cases to Unitt:!d 

16 States Attorneys -- ccce in Michigan and onbe in Massachusetts 

17 -- both in 1973. The United States Attorney in !!ichigan de-

18 clined to prosecute; the United States Attorney in Massachusett~ 

19 has not yet indicated his intention to prosecute or not to 

.1 , 20 prosecute. 

21 . He .have, rno~:eover, on tv.'o occasions, made informal 

22 presentations to United St<:!.te!'i JI.tto::::neys -- once in };e ..... l:arr.pshi .~ 

23 and once in Pennsylvania; both advised U5 of their intent not 

24 
;: ';ce·Federal Repone", Inc. 

to prosecute. 

25 In October. , ) ')',3, '. ';:.h8 Departl'·..:!nt 0f Justice re'j\.wste·' 
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the Postal Inspection Service to provide positive :inforl:\::ttion 

2 about the use of the mails by s':.ate-operated lotteries. I 

3 directed that the appropriate operating official of each state-

4 operated lottery be contaoted by a Postal Inspector, asked if 

5 he \'laS av,are of the restraints on the use of the riUils by 

6 ~~c~eries imposed by Seotion 1302 of Title 18 of the United 

j' S~''''':E::S COde. and asked what, if any, effort was made to avoid 

8 viQl;::.' ... ~on of the sta tute. 

9
1 

In every instance but one, our ir.quirics indicated 

10 to us that there \','US so:n<,: use of the 1:'.ails in the lottery opera 

11 t.ion. In the u:::;ual case, the operating of:'ioial disavowed any 

12 intent to violate the st~tute, but interpreted it in a manner t 
'I 

13 I ;;c:=!!u.t SOt1C u:::;o of the l..:1ils in th2 lottery operation. 

14 For our own irl1ormation, W~ caused mail C01;.n'.:5 to be 

15 m:::.up. of the m.:1il received by the headquarters of three state-

16 operated .lot.terios in a two-day period in ~!arch of this year. 

17 Only first. class and air nail \'laS counted and, as forbidden by 

18 la~, none of the mail eQuId -- or was -- opened to ascertain its 

19 content. 

20 In the case of one lottery, however, because speciall', 

21 preparec1 mailer envelopes Viera used in applying for season sub-. 

22 scription tickets, u')cJ a pre-addrossed standard envelope used in 

-23 IClBil!'ling prizes, ..... e were able to identify 903 sUbscr:ption re-

24 quests for sl.lb<:;cription I;ic}~ets ::tnc. 2,755 claims for pri zas \.:on. 
Ace-Federal Reporlers, Inc. 

25 In the ot!:e:r: b"o lotteries, 238 letterS and n04 lette 5 
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Ci\ra 16 respcctiv: ly, \,'ere received. Of the 804 letters counted in the 

2 case of the one lotterYr 70 percent bore out-of-state postn.1rl:~ 

3. from just about every state in the United States. 
I 

4 ThanJ< you for your' time and a t:tention. 

5 CIL:\IIDu'.N'l,!O!UN: Th;mk you very ffi\lch faT. CO::\i11g. 

6 It is a very interesting stor~{. I al7l at ,3. loss as 

7 to , ... hat· questions to cwk other than -;:"'ere there appear to be 

8 clear viol.J.tions of the statute which have been brought to the 

9 attention of thc United States Attorneys who refused to prosc-

10 cute, what conclusions do you draw? 

11 r·1R. Tl.l~PI:Y: r~'2! feel that ,\'e have fulfilled our 

12 responsibility in invesi-::'gating and reporting to the Un! ted 

\']e feel basically thai: we have Gone our job in ~his 

. 
13 States 

14 ! them. 

1J I 

lI.ttorneys of fact::; as ·:;u.: investigation has dev010pcd 

16 respect. (~recognize that this is a very sensitive area for 

17 'Cnitf!d States Att:or.)eys. As you knmv, they arc'located in the 

18 states where the lotteries are in operation. It is politic~lly 

19, se:1si tive. 

20 I think', also I the fact has to be consic" red th.J.t 

21 this is in their state a legal lottery passed and approved by 

( 22 the legiSlature of the state. These arc probler:w that the 

231 United States ~ttorney h~s to face. 

241 I don't thin}~ that they are problens that r can 
Acco.Ft:dcrol Reporler., Inc. 

25 provide a solution to. 

, 
< 
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cam 17 CI!l~IRH1\N Il0RIH: No. I I m sure of tha t. I didn It: 

2 meiln to imply that you \,·cr-cn't doing your job. I'm sure th,'lt 

3 you I re doing your job. 

4 t'~oulcl you cl::...rify for me the incoming mail. In othc 

5 words, thc subscription requests for tic}:ets and prizes \,'on, 

6 that dO'1G not violate any statute. 

7 HR. 'l'.\RPEY: We think they do if t:1ey are j n conncc-

8 tion with a lottery. 

9 I think that th~y nre covered as nailing proscribed 

I 
10 by the statutc, Section 1102. 

11 HR. DXIlIS: T~e s'w cute, the fil:st part of the 

statute, prohibits fxon ths mails any letter, package, postal 

ci'\.rd I or c:i.rr.::l11ar conc~rnintJ any lottery, at cetera. 'l'his,! 

14 thin}:, proscribes fre;i\ the mails the inconing requests to pur-

15 chase the tickets as well as the outgoing ticket sent in rc-

16 sponse. Any letter, package, postal card, or circul~r concc~n-

17 ir.g any lottery. 

18 CIll\IR1lAN HORll:: ThC'refore, i:: lin in !·lnssachusetts 

19 . and buy a. lottery tic}:ct and 1';:1 in C;tlifornia and SOI01cone tell' 

20 me that I have ,.,.on, I cannot lawfully \'!rite and ask for payr.:cnt 

21 nor can l?ayr:-;c.l~t be sent to me? 

( , 
'-

22 HR. DAVIS: Ho. 

23 CEAI~t1\lJ I·WP.IN: Have you tab::!n <.! position which 

J..c,,·Federol Reporlen. 1(\(, 

7S H.'l. RITCFiIE: There nr.:1 t\o:o types of lcgisliltion 
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caIU 18 pending according to the in=ornation of the Staff: one '.,'.:lS l.n-

2 troduced by SC~iltor Cotton, and 11r. Findley froi;'\ Illinois, \\'oul. 

{ 
3 very well repea~those p:ovisions of 1302 presently 

\" 

4 cused. 
I 

5 There is a second tYr>c of bill \·:hich vou1d allot.; 

6 intrastate !;lailing and that is H. R. 6668. 

7 CHAIPJ-mN !·lORIN: lias the Senate ta}:en any posi t.ir.:-

8 on those bills? 

9 11:1. DAVIS: The P05i.:nl Service cont:1cnt on evcr~r lot-

10 tery bill that has been introduced to date has been to take no 

11 pos! tion \qhatsaever on this r.:orali ty or the policy quC:'stion 

12 involved 01: \vhethcr or not the public interest .i ,:; against the 
'-

13 use oE th~ mails by lotteLiea. 

14 Our inter0st has been prir::arily one of trying to <;iCC 

15 t.hat ...,hatcv':lr bA,ll niCJht be cTl.:1cted coes not contain any provi-

16 sions directing the Postal Service to perforr.t obligatiuns it 

17 could not perform or obligation!; that "-0uld. be very costly_ to 

18 h perform. 

19 The cost of such obligations \-:ould ;'avc to go in~o 

20 our rate base and \·;ould have to be paid by purchasers of fostag.-

21 stamps. 

22 t\ bill that '-lOuld direct the l'o:3tul Se:-:vice not to 

23 accept, trn.nsport, or c1elivE'r any lottery material is a bill 

24 thnt \,'0 cot:ld not say in good conscience tlVlt \w co'Uld cn':orce. 

You P'.lt any lot.tery T::;>t.erial you \-}ish in n. plain \·;hite er,-:e:lope 

I 
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Cur:! 19 und our lettec currie~s ~ill never know it is there. 

2 CIlAI~·i"'\l: t:OlUil:. You co t.:lJ:e the position thn'':; intrLl' 

3 state mailing violates the statute? 

1m. DJWIS: Th.:lt is quite clear, yes. 

5 CI!1\IrDt;u:j r:OR!!;: Did I un(~crs-::.and? Have ti:e::e been 

6 ar.y crir:1inal references at all huvir.g to co Hith state lc:tteric:? 

7 l·m. T.i'l..RPEY: \'lc hewe r.'.i:lde t:\·!O forma: presentations t 

8 United States !\tt.orncys for t1:::-ir.tinnl p.cosecution and in both 

9 cas~s prosecution was declined. 

10 CIlz'\IP':·lh:: HORIn: I I I:l. sorry. I ..... as thinking about 

1 t ]:cference to tl:e '::usticc Depa:ctr.:ent itself. 

12 l·m. TARPEY: In every instance that \\le ma~e the for-
II .. 

13 1 ~~l prcscnt..:lti0~ 'to the Ur~it'Jd St:J.tcs i\ttorney, ",.'e provide .:l 

14 copy of that to thc Just:t.cc DepartDent here in t·7ashington. 

15 Recently, \':c h<lve met \'/i th the Justice Departrr.ent 

16 and we hav6 exch.:mged views. He r..ct recently with state offi-

17 cials of state lotterics together \'lith the Jw:;ticc Dcpartr:ent. 

18 l'1e have had a sort of a round-table discussion of 

19 the problcr.1. T!le Justice Departncnt is av,'arc of the invcstiga-

20 tions \-/c have malle. The~' are m ... 3re of our position in the cn-

21 forcemcnt of the law. ! would like to think. thaI: nost state 

.. -' 22 officials are also m ... cre of our position • 

23 Cl!lI.H''':·\.<"\''' :-WRn;: Com:-:li!Jsioner Dmd is the Prosecutin~ 

24 Attorney .troe S'.:<:lt:k County, Ohio, a state Hhic!-:l i!1. intcrestcd 
Ace·Federal IIcporlcrs. Inc. 

25 in its lottery problem. I turn the questioning over to him. 

, 
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cum 20 11R. Dm,n: l'~r. C ha irr:\an, .i t sccns to me tha t tne 

2, presentation hilS r(~ally anS\\'0rcd ~':hatever gue~tions I hLl\·e. 

3 As I unders-cand it I and co~rcct ne if I' n '·:rong, ',:0 

4 have a statute that imposes upon Postul !)ervice at least SOii1C 

5 enforcement obligutions, but the Just:ico i)cp.::rtr.:ent I::: apparer.·ly 

.... ,' 6 taking a position that si~pl~r hilS stopped any prosecution uS i 

7 might relate to a state-operated lottery so there is no prose-

cut.ion of this law as of nON, even though there arc appi,u:cnt 

constant daily violations? 

10 HR. TAr.PEY: There have not been ilny prosecutio:-.s L: 

11 yet of state-opere.ted lotteries, but the r..atter is still, III:1 

12 suro, under consideration by the Justico Depart~nt as to pos-
if 

13 sihla p~osecution. 

14 f>.1f:.. Dm'ID: If I took that long to determine ,l:"Iatter:::; 

15 In my j urisaiction, I "''QuId };e out of office the nc~~t: ti::-:c 

16 around. 1\n obvious viola ticn, \\'hich is a cotune!"! t, not Ll ques-

17 tion. 

18 CHl\.IiU·l.i'\ll !·!Oa!N: ~.1r. Coleman is also a Prosecuting 

19 At.torney, fron !It,)I'.li',outh CO'~nty ~ Ne\.: Jersey. 

20 HR. COLDlAH: Does this Int·, apply to ne,.;spapers? 

21 NR. 1'ARPEY: Yes, the 1m .... does apply to nEn.rspapor.5. 

( 22 In connection ,'lith the pl;blishing of rc~ults and so forth. It 

23 docs apply to nC\o1s[J3.pcrs. 

24 lIlt. COLE,IAU: 15;1' t the 1<:1\, broken avery G;)¥ 1 n the 
ACI/·Fe<Jerol Rtf'Orle·I. Inc. 

25 .... ai1s by t".\ai1ing of n(?x!-;papcrs H1th Jott/:!::y results in t!:~:;17 
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:.:tn 21 HR. T.r-.RPEY: tin \-;111 fo1lo'll a policY', both the 

2 I Postal Service nr.d the Justice Dcpnrtrncnt, that in conr:ection 

3 wi~h lotteries and ne~sp3per items, anything that is nc~~worth} 

4 is a ne\>,s it.em. 

5 t'le hilV'E~ not taken any strong position with !:cs!,ect 

6 to prosecuting newsp.:tpcrs for printing newsworthy ita~s or 

7 m:ltters that the public should know about. 

8 I thi n.'c tha t the I don' t. }~:10\'; \·that lottery rcsu!. s 

9 you are referring to, but I e>:pect you probably rn·~an tr.c lcttcll, 

101 s~ate lottery results. 

11 J:.m.. CCLE!-L·,~~: t-7inning r.u.':'1.ber, ,.;hn.tever it r..ight ee, 

12 on somo pllse of the 10c,l1 paper. People move a\·:ay and a lot o_ 

f 
'I 

13 I t~c lIe,.·: Ycr;: p:!.pcrs ? !:':! p..:J.i1cd out, inte~::;t:!~e as '-It'!ll <lS int!:;: -

14 st.:l to. 'l'hat ,,:ould be a cleilr violation by giving out lottery 

15 .information, \,:o'lldn't it? .. 

16 Isn t t that a fact? 

17 Hn.. TA-'qPEY: Yes, I ",;o\.11d say that that particuLlr 

18 intcrpr~tution of lay: would say that it violates --

19 HR. DAVIS: 1111"y ne''-'!spapers follow a pr<lcticc of 

20 having two cdi tions, one of .... hich \.;ill contain lottery inforna 

21 tion. If it is to go cut of st.:<:!.te, they \,'i1.l truc}~ it rather 

( 22 th<ln usc the wails. The other.edition they will feel free to 

23 usc the lTh."1il!j \Jith. 

'£4 
N:c-Fed~tol R~r1e<~. If\<. 

'-ia have run .into a nU:--lb~r of Cv.s~S where this 1' .. '1S 

25 hnpp~ncd on the p.:lrt of ne\"'spapcr.s ~'lho are zealous in seeing 



cam 22 tbat they do n0t ci,)ress from the ruther clc.:\r r.1.:lnd:lte of the 

statute. 

3 The Gtat~tc prohibits any pUblication of any kind 
\ .. 

4 containing uny advertiscr.lent of ilny lottery or containing any 

5 list of the pri~cs drawn or awarded by ceans of such lottery 

6 'ylhether said list contains any part or illl of such pri:::es. 

7 HR. COU.I1iU~: I understand you're not the legiYl~-

8 tive~:::'!l).ing body, but do j'O\..\ see anyt}:ing "r;rong in sending .1 

9 ne'~:spal'cr ft. om i\:.Jl.mry Fttrk, llc\l Jersey or I-liar.·i or Phi l<:delp!:i 

10 that: has l.J.st \·J(}eJ .. 's lottery number in it? 

11 Arc ~"OU pror:.oting the lot tory? 

12 tm. 'ri~RPEY: No. I don It i:ecl that as a Po::;I.:.11. In-
'. t· 

13 11 ~1?cctor up.d a !.·c:prescn!:"tt.i..ve of tha 1'o-::ta1 Scr~dcl? th;.\t th(l 

14 matter of r.:orality, ','hcther it is ~ood or hi2C! is sor:-ething "~e 

151 Gh(\~lld cor.l.'ncnt on e 

16 HR. C0LE!-1;d~: l~s I understand, ilpp.:trcntly t.hcrc was 

17 a scandal in the 1:.ouinl.ana Lottery. 'i'hore .... .lS 50rncthing bad 

18 aoout it. 'Ihc thir.g ..... asn' t being run right:; ',-.:lsn I t that it? 

19 One of the purposes of the act .... .1.::; to curb th.1t: 

20 bei.ng cone with the Q.ssistance of tho United St.:ltcs .. .ails, isn t 

21 that cO::l:~ct? 

an. TilJ":.PEY: Yes. 

HR. cOr~E:'4\N': t:c don't havt) that pro!)lcm t(.\_.!ol.~, at 

24 l~~u!;t. to r:-j" kno~~lc(:gc. ?ho tcstinony ;':0 henru here t}ll~; :-,or~ 

l,ce-·hdoHC[ Rq.orte"" In<. 

25 nin'J from th~~ FIE, r dC:1' t }:no·,.; what rrobl~!!I th!~ra .is. 
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:n.m 23 :'tR, TARPEY: I ":Quld only sn~' t.hilt ~s long ns the 

s:tatos run the lott:cries and rUn them \-!cll, there prob.ably ~,'on I 

3 be that, chance that they ..... ould be corrupt. ?h;:tt Is under the 

4 prescmt law. Hhat \,·ou.!.d l':appen if the 1m .. \-;erc changed .:!n1 the-

5 states ... :arc given ct!ctc blanche to COl:i?ote ""'ith one ano~hcr 

6 ... :ho knot ... s '·/h<:'.t ..... ·ould h-'l.p(1cr •• 

7 liR. COL2·\"\!l: Your .testi1!'!ony is very c.lndid tcsti-

B mony. You saic.l one o!: your brother federal agencies re:unecl to 

9 I prosecute \·:hon you havo given them .i.nfornation. 

10 HR. T.l'1,P.Pl:Y: J:u~ d~c1inad to prosecute ~c.thor than 

11 ref'lsed. 

12 HR • COL~·!t'l.N: Declined? 

i. 
.. 

13 H;l. Ti\RP,£Y: In t ... :o RI)Ccif:i.c ca:;es. 

141 l·ln. COLEI'!l\!l; H.t' • Chclin:..:tn, thilt i!:: what we a::-e horc 

15 to find out; \ihethcr the 1,,\.; !: .:'1re lu~chaic and \1hcthor t~a~' a"' ... 

16 l::(!in9 enforced or not. I undt~t"£tll.r..d you're r.ot going to bring 

171 
18 I 

191 

a prosecution over gentling tho Daily 1\o',.'s !:rcT:l r;c'", York to 

Pcr.ns'llvani.:'1. 

NR. Ti\l'U}E'{: ! don' t think 50. 
I 

20
1\ 

{";t. COLrm.r"Ul: I b:l"'e: no furtht'/l:' quc:stions. 

21 CI!.\Xm·L1.N HO:tIU: Doctor ;"llcm is ona of o~ Coi.'cls-

( 221 sior.ers. She i5 a ncr.:bat' 0= the Ci ty Council as ;'lell as bein,] 

23 \ 
I 

241 
.c!!·FOONUI Rt'?:>r' ..... ll'C.j 

25 11 

II 
II 

an ortho()(~Glc surgeon. 

t:O~"iil,'d the foreign lotteries likl1 the Irish SWQcpsta::cs or 

. ; 

:J. 

I 
I 
) 
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llG 

11 v;hatcvcr thnt g.:\r,:c is they h~'\Ve c.'!o\-:f\ at Puerto nico? 

2 HR. 'i"AJ.PEY: Our polic1' t:ith respect to the Irish 

41 that there thc viol.::l.tors 0:: the nt<:ltutC!J for tbe l':";ost p<:rt arc 

S I in foroign cou~~ricn and wo c~nnot prosBcute under tho 3tatut~. 
6 lie ha va rcgul.ll.-1y follo',:cd the policy of tryi ng to 

7 cut off froM ti":~r.l t.he fr.uits of their lottery nchcMo and deny 

thCf:1. tl""J rcr..ittilt'cCO frol.~ pa~'plc. 

Hc do th"'t u::hler Section 3005. 

10 

t.bo nClu.c of;' the uqunt to \;!:om tho l:'cr.tittanccG arc to be scnt. 

Fr.:ludulent." .~n.J then .... :0 feel \,;0 arc COil~CJ , ... hat .... ·0 enn to pro-

17 tact tho ~)\.tblic ftOii th.:. Co::aign l.ottories. 

18 DR •• ~\l.!:,!::'i: Co j'ou intcrcc?t:. thcr.;c lottery tic::et5 

19 or conficcnta t~c noney? 

20 

21 CustOI':l~ !:;c::,vico -- ·.~lth \'r.O::l ..... c '-I:ork very clozely -'- they 1:-riI1~ 

~ 22 . to OUX i\ttcntit">n lr.t:b.'\ty r.,'1tcrial th,it t:,oy int~:::ce:;t. l:cir.g 

23 1 brough. into tha co"otry. rndo< tl:cit oo<o.,r "o.rch o,,'>.or; t;., 

. 2411 they h,1\-u the ~.igbt to look ,)t: thi5 ~~il. ';',nc H::cn tJ:Oj'detlt::-
,·FC'tlCfot ll:(;l'«'en" k..: II 

25 11 mine thnt it is .to~t~r·1 l::"''1.l:C'.~i''l, t~~:l nd· ... is,1 us anti "Hh'i~e \!S 

~ 

.. 
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\1:1 2 5 ! (If the I":alU03 of the <tgonts and \,'C proceed \lith the ::top orc!el:~;' 
2 

:3 tht:' nar".C!l of the agents of the lottery. 

4 l)~. ALL!:!!: Arc you, then, s.7.yil:g th,'lt you (;0 nol; 

5 intercept nny lottcr~' tickets .In(./or cc.'n!'"if.c~ta 

corneD to our attention in ether waY9. In thoSQ inDtancCS r ~o 

hu va .t'\ prcccdux.-a that \1':) follow -..:hcrc \:0 Cjo to cou!:'t ."Ih;:; cb-

rn."1. tor i;)l. 

arc rtlthcr bulky .:tna if I n light {Uwnlopc. They l:.C,lr l.!P in our 

f.nct thc..t thoy .. u:~ lottcricu. 

t;l:cn to our attei,;tion. 

happens to it? 

\,'0 rat'orrn it t.o th.::! sencier intuct: ,: . .-H:ho·jt op:~nin<; it .. 

;:0 i:3 in ·;iolntion c:: the G~.;!tu!:c too, i:;;-;'t, hei I 
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Doesn't it cover that? 

HR. TAIlPr;y: I would say thnt the sender is in 

technical v':'olntion bf the law in that he is r.:o.king a r.~uil':lig 

that is in violation of 1302. But, ,·:e fc:!el th':lt our enforcc::icn 

of the law should be directed to those people Kho ilre pro~iting 

by the lottery, rather th~n those people who may be considered 

II 
/:! to be vi<.:tim~, of th~ loLteries. 1'7e consider the sender of 

1: 
. '\ 
ts I lottery funds a vic~j.m. 

9 DR. 1\LLEN: Has the Department ever been sued by a 

10 person who sent n:oney on ~:hc grounds th<lt he 1:1.:J.:l hl:!VC been a 

11 ',\'inner? 

r-m ~ Ti\RPEY: l':ot that I knO\" of. 
'I 

13 CI!j\I!~I:.U HORIH: l!r. Ritchie? 

14 HR. RITCHIE.: 'chank you. 

15 I ta}~c it in your discussions ,.;;. a·, directors cf the 

16 Dtate lotteries, you have brought t~ their attention the obviou 

17 results of the m;;:il coverage oi their subscription or ticket 

18 clair.is; is that cc~rcct? 

19 ;~R. Ti",I,l?EY: l'Je h.:J.ven' t had any r.iail cov<.:!rage. 

20 ~n. RITCHIE: Your revi,e~', or the r:1t..,ils received, the 

21 survey of. the I!l.:\ tcriu.ls yo',., recai ved ~'lhich re::lected sor:-.e in 

22 -- in one 10tt~1:Yr 70 perccr:.t of the 804 letters bearing out-

23 or-st0..te ~)ostr,\arks. 

241 :m. 'l':-l..?pr;y: I don't knO'.-f thnt th~ t .,·us discussed 
Ace-Fed.rol Reporlers. loe, 

25 cli::cctly i';.i th t11C ::;tt:l. te of::-id.;:J.l.s. 
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cum 27 HR. RITCIlIJ:: ~;y problcr.l is in te1:'r.1S of the il::pLl.ct 

2 of "those types of statistics up6n the obligntion~ of the Postal 

3 Service. Have you given n!IY thought to the ur,~aunt of udc!.iti(l;:~ 

\. .' 
4 r.1anpower and resources it would require ti:e Postill Service to 

5 employ to c'nforce 1304 against the ste.te-operateo 10'.::.'.:erie5 if 

6 you chose to go through cOl1fisc.:\ tions t prosecution, et cctorn. 

1 .. ·· • .L.. .... TARPEY: No, we really haven't considered that. 

1·m.. R I'J.'C HIE : Ha':e you o::ficially cerivf.:.!d \,'i;,J.t you 

9 believe to bo Congress' inte~t regarding Sc=tion 130~? Is it 

10 to elininn'cl:: -lotteries, be they leg.:!.l or illE:gal state operatio) 

11 HR. Tl\RPEY: I'm not f<~ni1iar with that statute. 

HR. Dl·NIS: J" think the Ingislative history -- it's 12 ! 
I. 

13
1 

1302, I belif'~·v'"e. 

14 HR. RI'l'ClIIE: I' In. sure r 1302. 

15 HR. DAVIS: At the time the Congress enacted the 

16 statute, it \,T:t!3 :i.nten6~o. to Qel,'r use of the Il'..:I.i1s to a st<li;e-

17 opernted lottery that \\Tas lawful witr..ln that stute. The last 

18 34 years I the Cong-re s s has hAd presented to it, :- de:! i t knO\oJ 

19 hOH :-r.any bills, thnt ~,:ollld chnnse that result. 

20 It hasn't chosen to ch.:mge it. You r.u.c.,fht argue fran 

21 that \-;i th, I think, mo<.~crate validity I that that c:~presses a 

( 22 Congressiollul intent not to chunge the la'.,.. He have the 1m ... 

23 still On the books. 

24 :IR. nITCHII:: If 1302 \'ms c.csigncd and 'intended to 
l.re·Federal Rcpor/c", Inc. 

25 eliminilte lotteries, th~:m can you give this Corrcission the 
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earn 2fl 1 I statistical utilization of the Postal Service resources to 

2 accomplish that intent? 
".!o. 

'. 

3 HR. D1WIS: I don't t.hin}~ it was designed to eli,:1i-

4 nate lotteries. I thin~< it \.;as desig'ncd to deny the mails to 

5 the pror.l0tion of lotteries. As to hm." many postal personnel 

6 are used in enforcing this, I canrt say. 

7 It is not -.- the enf9rccment of i:.he lottery st.atute 

81 is not the soul 'or indeed f is'n r t the prix;;ary function of any 

9 si:~gle postal employee. Postal er.;ployees devote their ti:'::e to 

":; tl~is statute' and they Cic\Tote their time to nany other ·thir.gs. 

11 In my office, we devote Cl. moderate amount of time to the enfo3:(._-

12 ment of the statute. 
I 

'- 13 I Hll. F.ITCHIE: ~':ould you vie~ .... your et,forcPr1ent ef.fc::-t·. 

14 as morE: an advisory c;:tp\1ci ty to the state operations as I)pposed 

15 to an enforcenent. capacity at this point? 

16 l·UL 'ThRPEY: 1\0. l'~e are investigating with the vic\-" 

17 of determining f~cts for prosecution, if that is con5id~red 

.;; appropriate by t.he TJni ted States httorney. 

19 HR. RITCHIE: I have no furtner questions. 

20 CIIJ\Il':L'>.N 1·lORI~~: Hr. Coleman? 

21 HR. COLC,·Ii\N: \'ihat sort of time or percentage of 

( 22 ~.;o:rk GO you s:?cnc on this? It ~':ou~d appear not to be -- it 

23 ... lOu::d bo a m::'nir:m.l amount? 

24 MR. ~ARPBY: As far as the Postal Inspection Service 
Ace·Federol Reporters, Inc. 

25 is concorncd r we don't have any sp8cific records dealing 
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cnm 29 directly \·;ith our efforts in thn. lottery field. He do h,l'.'c 

2 statistics \!hich we r.m:i.ntain of \Vork hours and c.:lselond. r;c 

31 have it brok(!n dO\','~1 into o. broade r group. All eu.!.' lot tory \"o!:l~ 

4 is included with t~c fraud cases. This includes all of the 

5 violations of 3005 and the 1302. 

6 \.;.:! usc n total of about 15 perccr.t of our nmnpo\,'cr 

7 for those. 

8 Now, in ttc area at F. cases, iraud cases, we inves 

9 ti~ate in excess of 11,000 cases a year and we investig~te 

10 nl.'out 200 lottery cases, u:t~"ier Section 1302. On 1:l:at !.:-~si.s, it 

11 i:; Clbout 2 Fercent at 15 per·~cnt, \'-'hich ,,'ould 1::e a r::ini.-:'al 

12 aDount of effort. and til;.€: on our part. 

13

1 14 

151 

I·!R. COL~!!~!-!: Th~111~:. you. 

CE1\I!:.!·u\!1 !:OR.I~l: I g'3t a picture her.e of a statute 

t!-:.:.Jt. Vl,J.S passed to cure an :i,ll which is not present in state 

16 lotteries. I don't sec that there is any great urgc,c~ felt 

17 on the part of the Juztice Depart::lcnl: to enforce it. r thi.,r~ 

18 \\'6 sympathize with tho posil:ion of the Postnl Service. 
\ 

19 1'hank. you very nUI-;h for coming. 

20 ~!.R. r.r.i\RPE~: ':::hunJ.: 'you. 

21 CI~,\ImL\I': HORI.N: The hearing ,.;ill stand adjourn~c. 

221 The next he~ring of the ~oru3isslon is on J~ly 24th • 
. ~ 

231 O'ii~crc1,!ponr ut ·~:OO o'clock ,?::l., the !!enrir:g \ .. ~s 
I 

;24; aujc\t~rneu to reconv'.!no on July 24th, 197·1.} 
t :'ce·Fedcrol Reporters, Inc. 

25 
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STATE~·:Sj'\T 

OF 
1',55.: 31'/\J~T ClIIEF I:;SPi:"CTOI~ JCJ: 1;-; J). TARPEY 

UN': lFD STATes P()ST,\L l~SPECTlO:-i SERVICE 
BEFORE 

CO:·NISSIO;:X !)~ T1:S RE\I IE\) 0;::' 'mE 
NATIO:-iAL POLICY iO;':l\Im Gr\.\3Lli':G 

June 26, 1974 

. 

I al'l grate~ul for the iml:ttation '!-o appe;:l.r today before this 

, . . . 

Commission and I \\'olcor.1o 'the opportunity -CL. revic\': \'lith you tho 

m':perienco of tho PostoJ. Inspection Service il; enforcing the 

postal la\'Js concerning the 'trUl1Si:li tt;:l.l in the mails of lottery 

m;::.terio.l.s and information. 

In 174"), at Philadelphia, BCi'tjaJnin Franklin, at the time 

Ac;sistant P('<..· ... :o.:::tor GC:1er4:\.l in the 13rit.;.<::h colonial post.1.l 
tj..· ." 

system, and ."\'er to be nn.'11ed t11'.) fir.;t,Posti1laster General of 

the United States, sponsored a lotteryl 

, , 

Nr. Franklin, the nature of whosa duties is so closel>' identified 

,'Ii til some of the duties of tho Posi:al Inspection Service of t.oc.:.y 

as tOCil.rn 1 •. ;~. the pla.ce o~ the first Postal Inspector, of course 

did nothins, ..•. tegll. In lending his support to ib.i.:; effort to 

raise fUl1ds -'::0 fort:iiy ~;,c city ag;:dnst. 3. fC;:l.reci F.::er:ch .:lss3.ult, 

his action h ~'l t!lC <.Ipproval of -.::hc gcvernor L\nd of the 
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manner il) \\"hich :funds for leui tirai\te ~\J)d prais\,'\·;Ol. thy purpo~)es 

were raised at the tiJ.le·- including the cOIl::;trtlction of 50,n(' of 

our oldest and most prestigious collcges and unive~sities. 

From the arrival of the first English settlers in APlcrica - some 

of \':hose settlements \':ere financed by lotteries in EnQland - to 

1'1e time .of th,;, Merican Revolution there were reportedly 158 

lotteries conducted under licen~:c in the several col()tlies 

"legal11 lotteries. T:,cre \\,eye probably as raany more conducted 

on a sma.l.ier, local scale \':i thout bene'::i t of license. 
'. 

Lotteries were by 1'105 t people ':::'.l!lsidered legitinatC:! and 

respectable, and pUblic works - bridSles t roads, str.:::ets. public 

buildingS', and churches - ,,/ere financed by lotteries. 

Lotteries proli£ cra ted after the. A:::cric.:U1 Revolu tion, as our 

young 17cpublic grew and e)."panded and had need to :finance public 

services a.,d facilities. F.rOM 1790 to ".:he Civil \'::,1:, 1 h<1.\'o 

r(!ad~ 47 colleges, 300 other schools, a.nd 200 church' group.; \':ero 

the bene£iciaries of lotteries,' as \·;ell as many mltn5cip~1, civic 

and :fraternal bodies. 

t'le have no' records of the period to ~efer to, but J: a.'"l certain 

that the Uni'lcd States J;l~:i..ls were usc:d to tran:::;pori. lottery 

information ~lI1d m;ltL':r:ials: for nan~' - if not. a11.- thesl.! lotteries. 
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l3y 1840, hm·:ever, the at1.:itude tOW31:d 10tteriC's '·l.:\S Ch;U1S)in9. 
, 

They had Leen outl<:\'.cd in. EnuJ..:>nd in .l8~6. In the United $1:':"'.:05, 

more and "lore, p(!rccp~i\'c citizens were troubled .).t seeing lim.' 

/ 
lotteries pro:notcd ga..-nbling, with its .).!=tel1(l:1nt evils, and \\'0.:0 

cncour.1.ged to usc their voice& .~nd theil.- influence .in oppositio:1 

to them. :tn 18.10, 12 of 'the l..hen 26 states hud 1 ... \'.'5 ;:I.9.).inst 

lotteries., \"lith the trend runp':.l1g a9ain5t 101:teries in ro ... ny of 

the other states. 

In 18·12 'Congress b;:>.nncd lottery ticket s.:Iles in the District ox 

Colu.;ubi,:{, possibly the firs1: l~edcr.:U Government action in 

:cestriction of lotteries, although in 1827 the first fc:deral act 

dc;ling with lottm:ics had fOJ:badc rostr;\~sters fro:'1 a.(.:~in9 .).s 

agents for the s.:llc of lottery t':"ckets • 

...... J>. -'-.-. 

lotteries. In 1865 the 39th Congress £<J.iled to pass legislation 

implement:ing {l sugs:estion th3.t the Post::l:\stc::-G(!neral rlcny use of 

the mails to 1()1;ter~cs. On July 27 j IB63, hO\,'ever, the ~Oth .. 
Congxcss cn.).ct~.d lI.~0isl a tion dcc!.a:ring: 

"That it shall not: be la~dul t.o deposit in a post office~ 

to be sent by M.:\il, ar:y !ctt~rs or circulars concerning 

lotteries, so-c.:llled gift concerts, ,or oth(:r sipilar 

cn-tel:priscs oifering prizcs of "'ny kind on .:\ny Pl.ctcst 

whatever. II 
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124< 
l-lr. Farl1~\':or'~h, t:1O I/ou~c Illn.n"0cr of the bill, in reporting it. 

out, noted thn.1. the I/ouse conferees had stricken a Senate 

amendmcn t authorizing postr.J~sters to rCI:l0ve fran the llJails :md 

forward to the D~~ld Letter Orrice letters or cil'culilrs su' ,_,_ .::ted 

of containing lottery material. It was considered unwise to 

give postnn.stcrs this cxtr~ordinary power to be exercised upon 

mere sllspicion .', 

On June 8, 1072 Congress made it'illegal to mail letters or 

circulars concerning "illcgn.l'l ."..otteries. On July 12, 1876, 

just four y",,-,_s latex, the \,:o;::d lIi1109<11" \':205 removed from the 

stn.tute, and the lat-: was madr; ~pplicable to all lotteries, 
~ 

including ~he so-cn.llc..'d "lc9al" lott.eries - those, that is, not 

prohibit::.:d by stn.te 1.:1.\'15. 

/1.1. this time the largest lottery orJera~ion in the en!. ted Stn.t~$ 

\'la5 the Louisiilll.:1 Lot te:::y. Ch::.~tered by the St;:;. te of Lot:isian3. 

in 1863 for a period of t\~cnty-iive }'ears, iroo July I, 1869, i~ 

\':<\5 \ddcly believed at the time th;),t. the charter had been 

obtained by bribery and corruption. \·.'ith 12 drawi"gs a year, :-

N.:1S e!>timatcd that the annu<.U. incone of the lottery \\'.3.5 

approximatel).' $23. Million, ,with net profits SO!)1c~':here bet~':~c:l SS 
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No \':ond.!r, then, th~t when til~.C c.:une :for rcn6':~ll of the lottory 

ch.\l:ter, the lottery COlII?:,ny Jl1.1UC to the L~uisi~lll;)' lcgislaturt! 

lIan offer :i. t couldr.' t refuse. II It was proposed th~t "the lott(1r~r 

would pay, during the li-fe of the proposed contract, $31 lilillion 

at th;? rat(~ of $1,250,000 per yeilr - $350,000 ef it for the 

puulic scbools of t.he state, $350,000 for levee cOI1!>truct.ion and 

maintcnon.ce l $~O,OOO to the st~tc hospi1~s, $40,000 for the 

. state insane .:l.!:;yltuns, $25,000 for the de ... f, dUlnb and blind, $5,000 

for th~ state Soldiers I lIome, $~O,OOO to\~"rd pensions :for di~:,blcd 

Confederate vete,:ans, $100,000 to the ci".:y of Ne\<J Orlc.:ms for 

drainage and sani t;ar~' purposes, and $250,000 to the general fund 

of the state. Th!:: governor vetoed the ch"Lrt(!r rcrtev:.u. 

l.:;gislcltion, but it bec().I1lc L:w: over his "'eto" 

On Scptcmbe": 19, 1890 Congress passed the Anti-Lottery Act, 

ui:\rring all lot tcr.y materia.ls fro;, the l':lails; prohibi ting th~ 

'sendin9 of ch..!.::ks , d=u.its "_'1d money orders for purchO\ses of 

ti.cket.s, and prohibi tin<] the mailing of l..:ttcrs COli t;tininSJ lot tc=y 

adve:ctiscllen ts. Viol.:l t.iol1 of the la~". \\'as punish<.>.ble not or.1}' b:,' a 

$500 fine, as in'the 1876 law, but: by i%!lprisonO:ic~t for a year. 

The 1<::.\·; tlOW had tecth in it. 

1'\\'0 Clnd a h~.l[ r.lon1.hs before lJass .... gc of t!lC Anti-I..ott.ery Act, 

the frus1 t'i\tion of the Post..:.l Scrvi .. 'c h::l.u been cxprc$scd by 
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1.26< 
Postln.J.~tcr Gcne:::al \:.J.n'ir.l.:.ke;r- in .J. June ::W, lC90 letter to the 

President of the United Si...J.tes. S\lr .. -niIl9 uP. 1·lr .. \'.'<l.n:u1i\!:er 

said: 

1I\'li th all the admitted evils wi thin ".lnd ",i thout l..hc Pos tal 

Dcpartl.1cnt, resulti)l!) from this nef"riolls tr:l.lfic, I <\;1 a~ 

the head of this Dc:p:l.rtI:lcmt, pO\\'erl e:;;s to act. It is 

indeed a Jl,umiliating po£;i tio'n, sUbjectin9 PIC to the 

suspicion 0;[ 1t\\'l, .J.hidin£; ci t:i.z~ns th:.t your. Postma!:tcr 

(i;:merai is ignorant of, intI,iiferent 'to, or \'Iilfully 

. cvading the l.:l.\~ \'/hell,hc is wi thCrut .. 1lttl:Ol:kty undc-.; 

existing ::..t.atu1:('s to excllld.:: this r:w.t:tc.:r froll! the lU.uls. 

It is even more htlJ1.iliu"ting 1:.0 ,;;;ontcMpl;\'tc that the entirc 

<.t.?ent 0;[ tile 1~)uisi')Jla St.J.te Lottery CC;;Jp~ny, :~nd that 

C'vcr).' cxtc.m:>iotl of t.he post.:JJ. systl?l:I sp..:euds t.he hurtful 

pCJ\o;er i\nd influence of th., t CO.'ljH.ny. If 

In" th~ first ten d.:\).·s o~ Scpte:1t>er If:90 - just b<ziore passagc 0;; 

the Act on Septe:.ber. 19th - the XCH Crle:ms post o;::iice delivc=od 

30,000 1ett(~r3 to the I,ouisiana Lott.l!ry; in t<.:!n. d:'1}'" in Jul).' lr.~l, 

the lo~tor!! received 53-t. In the ten cays in Soptc::.ber, 8,~6,,; 

registered let.ters \\'ere received; in Jul.}', .n. In Scptc:.bcr 
", 
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The Post.al Inspccti(ll) ;,c;:vicc ,,':.s'l..cd no '..:.inl.! i~1 cnfo:rcing \.he 

of Dlc St. Loufs Division to ~cw Drlc~ls ~o bvpcrvise cn(orc~:~l~ 

there. On !·~ov(;r.\bel. 1st the Aust.:i n, Tt:x:ls, Division of t.he 

IlH.pcct..i on Service \ .... '\$ ~ctiv" tc·d .,nd \':i l.hin the f'lOl1t.h the 

enforCClllcnt opcrat:i.ons thete. 5ho::t.1y al~er\':~r-:is he r.lovcd his 

decl.ined by '~hc Unit-cd St.:l.tcs Attol":l1cy. 

'the point .in his invcs':.il):\ti<.,n of t.!:e loc .. l "gent of the 101..1.0:::" 
" 

, .. hcre he le1 t. he: h~1 sui ficicll t C\'i']C:1CC i or .);:'~$cc~ltion onl>' 

" 
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Vi90rous' eli:- ,\XC(:!llent o.c the ~.t.:\tutc continued. 

of its paS5~ e, Septc~bcr 19, 1090, t.o the end o.c tho !i3c~1 

')lcur, June ::'), 1891, thcre \','crc 153 ~lrrcst.s by Post:u. Inspccto::s, 

75 indictl;lC!l)\.S and 56 convictions. }:-ron Jul)' 1, 1891 to 

October 23, 1091, a pcdnd of just. OVO!: three Mont.hs, there \','er{! 

small nwnl.lcr of. con\'ictior:s \-:i thin tIiis pc' :od is due, I .:UlI surQ, • 

to the norf1;al tjr.1C 180 bctl';c(:n inrli.ct.:ncni: and trial il.nd conviction. 

In hi!' /mnu.:U. Report. to tho Prc~idcnt of the United St3tcS, 

is J.i tUe doubt th:tt, so f .... r :l!} t~c, I,luils <lra conccl:l1cd, the 

• 
busin(!~s or the lot-tery cO::lp<\nic~ has practic~lly ceased, thou?~ 

oi cour.!>~, to pdv.:l.tc c;;.rricrs." 

St.a~istics 1. ..... "\1: this out. tn lS9Z the !r:spcction Service rcceh·c4 
. 
for im:cs~i~::'~ion .:\~ possible \!iol~tions of Section 3C9·; o.c the 

Revised S~:ltutos, \>(hicli the lmti-Lot.tel:Y Act of 1890 h~d b~co:1cJ 

O1nd 1:1:u"" \l,'hich is c;!crivcd Oll:: cun:C:lt S~ction 1302 of Title 13 o:! 

the Unite:d 5: .•. 05' Cede, - a total or 2:!C cases. In 1893, 3-: ir:..ud 

order~ \-:Ct:c. issued p:rohib.i ~ir.9 ' .. ha ccli\.c:::),' of mail :-1,,1. tar to 
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!I::JlIO ordel:S \,/.\5 thc l'Clhlll t of tho coring .i lito C.:.c.iE' tcncc of 

}nlllCln:d!. of !>1<1':-Lll lutt.cdcs 5t'cidn!) to fill the .... oid left ,~h"r 

t.ho l.ouisiatl.1. LOttery cc~~od usc of the :".l;\il!. in 1002. 

I' 

. O\ny O\tt.C::lP!. to ke.::-p lot.t-c::y t~~teria1 Olt"; of tho i:H.C'zfl::-.tion~l 

To the c:.:t.C:H: th.1.'t j To: \\,.\'50 .... bl<! um!c~ tho l:~w, t1l(.' InqH·ct.ion 

ServIce c;t(oX:;-:cu t.bo 1:n< "g",-inst .for-cion lo~tcdcs, "nd not. 
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or :fraudulent scher.1cs thrOtlDh themails.4101.the1.raudon.!l!!:s 

wel:C <Against the so-c;\.l1ecl uond invcst.::1Cllt co:npanics, 16 a0ain~,t 

avo,,:ed lotteries and 10 <>.<;:,J.ins t misccll':\l1cotl5 opera ti fJl1S held to 

be, in :f,'\ct, lotteries. This Sil.f.le >'cax the ?os1.r.1.:1stcr-General 

rcpor-1~cd: 

"The headquarters of all or nearly all of the a\'O\~cd 

lott~ry cdncerns has been r~r.1oved to ~~reigl1 shores, 

and while the Post o.ffice Est;.l.blis '11'.lent of 1:hc Uni tcd 

Statcs rcfuses to carry mail addressed to them, it is 

thought much mail matter sent by theiil reaches. the 

addressees in this country through the mails, which 

the Dr.:partrr.,,"n"c prc:<ctical1y has no pO\~er to prevent, 

and tha 1: e::-:pre,:,s comp<u1iec; l' no t\..,i ths tanding the 

~tringent provisions of the ,\ct of :,lilrch 2, 1895 (28 

St<l.t L, 963) carry correspondcnce and 1.\r9c Sllms of 

money from our. people to thein. 

IIThis Department h.).s no pO\\'er or jurisdiction "1.0 

enforce that part of the .).c1: 2.110\'e ci tcet which 

p:cohibit::; internation.:J.1 I:Iail and interst.ate carriers 

fl:om transporting lottery Jn~\t'.:er fr~:~ foreign 

countries into this country, or fro;1a one State: to 

.ulothcr, ~nd unless the exccutioll of t.he .1. •. \\'; llC ;~.:>de 
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will be of Ii 1. tIc aVid.l in the supP!:l.!ssion of the 

lottery traffic. 1I 

Nexico and HOl1llLlraS were the favorite :l9cati'.)ns of foreign 

10t1.eries uimcd at 1.he United St;:\t~s at this tim0-. The Louislall<l. 

Lottcxy txied opcxating from llonduras for some fC\-J ye.u:s afte:c 

abandonment of.its opor31.ion in Louisiana. 

In 1897 the Post Office Depu:ctrncnt issued 244 fraud ordors, 24 of 

them against bond investing schern(!s, 27 against- miscellaneolls 

lotterids. In 1898, 62 f:Cuud orders were issued, only 5 against 

lotteries. In 1899 the Post Office Law Department isst~ed 336 

ori'gin;:u. opinions on lottery sche-mes of v.u:iotls kinds ) with 99 

fraud orders issued, but only 9 .1.0.:iinst lotteries. 

In 1900, 84 fraud o::ders \Je:ce issued. There ":erc 26 <ll),dnst 

foreign lotteries, !1~nC Zlg.'l.inst do;,lestic lotteries. The llext 

year, 1901, saw 15 fraud orders issued 8gainstforeign lotteries, 

l.Jllt only <1 against domestic lot. taxies t and the Pos t.r.las ter-Genc!;al' s 

Annu~u. Report had ~his cor.uncnt: 

" •• '. it seems proper to st",tc th",t. the enforccMcnt 

(l£ the 1("1.\': concerning lotteries <'<no fraud,; h3S been 

so faithfully .md \'igo:cously conducted .... h<:l.t l.hero :is 

no J.o:1ge,- within the limi t5 oJ. the United States a 
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regularly o~gani%cd or d:~r~crcd lottery doinU 

busi.nC'!;s throllS)h t.he mail s. 

II ••• There n;\!,' be, and dUllbtless .:u:~~ sor:J1:! 

concerns 1~~t trans~ct liMitC'd bu~incss by the 

aid of messeI1£]ers. but it can br. posi 'lively sta-~cd 

that the}' do not use the Qui1s, unle$.s it is to a 

limited extent .mdcr sc~lcd cor';.l".~:nica 'lions, ,-,hich 

there is no po;.;;>iblc meAns 0'- l;\\'.'[uily detecting, 

except by the mer!:!st :lc'.::idcnts. 1I 

,r: 

Our statisticf\l re,!)orting ;[or much of the period fran the tUrn 

0:[ ,the cp.ntury until the time we be9an complltcrir!in9 ~"lr rc:::ortls 

is inC;("l:l~plcte \'ii th rCE".pcct 1.0 lot t.or>'· inionl')' l:iun, which 

frequC'nt.ly W,lS included with i nfonl.J. ti.;.;"11 abo\1t fraudulent non-

lottery schemes llsing the l:1ai1s. The recon\s do, hm-:evC"X', 

reflect ;\ ste .... dy increase in the nUr.l~cr of frilud ord~rs c!ircc:..r.d 

<\gainst £ol'eign lottcrio::!s and a i .... irly consta:1t, lnuch lesser 

nll,nber of fraud orders ~9.:\ins t domes tic lotteries. 

In the carly 193()! s - and cont.:i md,I19 to 50;11C extent to the 

present - t.he Unitc(! St.:1tcs \\'as flooded v:ith lottery M.:lteri<'..l 

.... nd tickets from the Irish S\\'r.'cpstil.l:cs, <:1..$ \·;c.ll as a ~;olaller 

amount of rlatc:ci.:u. iron Cl:ban, :·:cxic.:\l1 .:mel ot.hpJ: C.:u:ibbc;:.n 

lotteries. ~lillion5 of lxish 5\':ccpst~\kes ticket:. \';C1:e 

-13-
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confiscated cntc·,.il1() the United f.' ... ates, ilnu fro:\tld order:; w('re 

issued .:J.~F\inst f. rei!]!l Lldd:::-essees .:J.S soon as they \':orc id-':liti':icd 

as xecciving .:J.£;e','Cs for rC:71itta.nces from the United States. 

In 1932, for cX.:J.)~f.>le~ a lotL-cry pro:notion beg.:m 'which tlsC'u a l.i,.,!1 

pO\·;crcd radio station on the ;\!exican border to broadc.:J.5t lo'!.. tl!ry 

announceJ:lcnts daily. Lis .. :cners in the Uni :: .. j States were 

SCllici ted to mail theJ.r money 1:0 1'(:rson5 identif.ied in the radio 

broadcasts. Thc Post OfL:i,cc Department, of courso, isslled a 

truud order agunst each uame as i <.; ,':as announced, and, al thou~;1 

the r:XllCS ~-:ere changed' frequcntly, remitt.:l.nccs estimated as 

amounting to A.:hotlsands of Goll.:J.rs ,':erc prcvcnted from renching 

'Lho lottery opcrZ'1'ors, scvc'!:a1 of ,dlOm '~':ere subsequcntly arrc:ted, 

convictcd and ~:-,;.. ; ,:,;OI1;?c!. 

The ~cw 1l.:J.J:Jpshir'.':' L.ot'Lcry in 196.1, ~'1.hc.1 the seven st.:\te lotteries 

which havc fol1o\';cC!, have not cl1~n9cd tbe pOSl. tion of the 

Tll5pc:ction Service \'/i to respect to the cr.iorcC'mcn1: of the 1;:\\-:5 

L\gainst usc of thc_l":u1.1s by lotteries • 

....... .. -----_._ .... 
In 1965 the P0stal Inspection Service investig,:"ted 383 cases oi 

alleged usc: of 1.1"- :::.:J.il$ by lotte:ries~ 3,17 p:rOl'lotions \1C1:C 

• . d 1'1 _; -•• dl.· ,,_": :!'l:--' ~ \','c"'_c discQntinucJ, l~ rcr~ons were urrcstc , • -,~-

cOllv:i.cte:d. In 197.1, tlu:()lIgh ~:.:I..rch 30, thcr~ ~':ere 173 
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convict5.~I1. Ill, the years between, lottery im'C!5tigatiqn!:; 

dccrcascLl gradually, but' there hava never been less '\.h<l.l1 200 

invC!stigations in allY yei\r. The relationship betwcen the 

i\1(~rC'~lsa in the leg,u 10 l. \:cry ope!:", tion,s LUlll the lJ~ndual decrease 

.in illegal 101·'\.0.):Y investigatiollS during this period is anI!.' 
f 

~onjcctllral. 

Some of these invcstigai'ions \':ere of oi)(::rations of the 80-c.).11ed 

"le9",1 10t::erie5." \']e ft;:lve consistently consul ted \'lith the 

Depa~tnlent of Justice on the lontter of prosecution for llse of 

1:hc nails b>' these lC'g.ll. lotterics. \~c have twice £ornn.11y 

p ..... esented casP-1i ;"0 Uni ted States Attorn~ys - once in ~!ichigan .:lnd 

onc~ in r'~<lSS"'Ch1l5ett~ - both in 1973. The Uni'l-cd States At1;orl1c>' 

in t.li.chigan declined proseclltion; the United States Attorney in 
. 

I-1",ssacl1usetts has not yet indicated his intention to prosecute 

or not to prosecute. 

1tlc have, lllorcovcr, on t\·:o occasions, nade in[or:1a1 present'.'l:i0:15 

to United Stat~s Atto!'llcys - once in ,<eN lI':v":lpshire una O:1ce in 

Pennsylvania; Loth advised us of thei'( intC::lt not: to prosec~t:~. 

; , ' In October ].973, the DCJ~la.::t;:Jent. o£ Ju::;ticc r0qllested the Post.al 

1nSf)cction SCr\'icc: to provide p05i t.ive in.[orn:i.t.ion n.l:on t the u£e 

of themailsbySt ... tc-opcr.::.tedlott.ed.es.ldirected t.h:,1. the 
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1.36< 
<.lppropriate opr~l."atin9 officiLl..l of each St;\tc.,operatcd lottery uc 

contacted uy a Postal Inspect.or, asked if hI..! was a\-:are of the 

restr.:>.ints on thc usc of the mails by lotteries imiJc£:ed l,Jy 

S~ct.ion 1302 of Ti;t..le 18 oft.he United ~tates Codc, <.lncl a~ketl 

whnt, if al1>" cfiort was ll<.lde to nvoid violation 0:[ thc st~ltttte. 

In cv,:!:;:)., .instance but one, our inquiries indicated to us that 

thcre \-:as sOlne usc of the mails in the lottery operation. In 

the l.lSULU case the opcratil~'J oi:(ici;:.l dis~wowed any intent to 

violate the Statute, but interpreted it in a manner to permit 

sone use' of the mail" in the lottery operation. 

"-
For our 0\'.11 inforr.;ation we caused mail counts to be m".::le of the 

" 
ma:i:l·):eceivcd b}' the !~e.:\dgu...l.:::tcrs of three State-operated· 

./ 
lotteries in a t.wo-day period in'March ~f this year. Only first 

class and .~ir mail \'!;:'5 coun<;cd and, as .:."orb.Lddcri by lil\\', none of 

the mail could-or\-I<.1.5-openedtoC\sccrt.ainitscontent.In 

the case of one lottery, hO\':c\,er, because speciaLt>' prepared 

mailer envelopes \'>'ere used in npp1ying for season slIbsc;::iption 

tickets, and a pl.'e-addrcss('d standard cllvclol)e u sed in cl • ..inin·J 

prizes, \-:0 were able to iden1.i fy 903 sllb5criptioll requests lor 

subscription ticket.s and 2,7.'55 c1. •• il's ior prizes \\'011. 

-16-



III thu 0: .10'C two lotteries, .:'!JU letters iUl0 eo,~ lC'ttcrs, 

rcspecti·. 1y, were rC'cci'Jcd. Of t.he CO·l l~'i.. t(.'r5 ~ountcd in t.1lt: 

C,lSC of <..1 one lottery 70 per c(~nt bore ollt-of-~t~lt.e poSti:I;U'];:5, 

- from jt.:5t D.bout every 5t<l~e in the U)1i ted 51.;:l.t05. 

'Ilw.nl, you for your til:JC ;lnd <l t tcntion! 
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hy c1ishcmcsl or incomp~tcnl assoei:1tcs l!1 anOn~CI' si.~lc or comm\:;:ity. 

Faced \-/ith th~se ci!'cumst~ncc.3. \'~riou[; CCilgrcssicn~l 

of a century, including the h'.'o f:::!l1:1lc bodies l:nown popillarlj' ns tl!0 . 

ICcf,11.lYCl' Committee and th::! .!,!cClell:1:1 Coa~miUcc. III ~ddiliollp tli~ 

President's Commission. on L3W Lnfc)l'Ccli:cnl :1nd Ad.minl!itraUO!l of Just~c::' 

OrGanized Crime. " 

The fi.ndi1I~~s of lh~sc diYel'!':c Gtoups r;crc most infCl"lTc:",.U·;c 

th~ re5t 01 lhe U!Hl·::rworld's (·mpi1'o :md U::lt ic~isl~ti .. ·c; juciici::.l, :::~d 

. ; 
I 

.i 
'J 

}. 

" , 



in O:1C city and more U'an ~r.3, aGO :t l~'lOnl~ :n ~no!h:::r--th~ CommHt~c 

conr.h:t1cd lh:lt la\'.' cnfol'cmncnl i~scH h;'l-~l "bl'o~~en cloi'm" in mnny of {;:.::: 

communities \'lsHcc1. 

,I. 

on IIl\,(;!;Ug::1UO:15 beard a ',I:liness csf.lm:1tc lh:!{ apPl.'o;dm:1!cly (.7;)0
1 

S::J t ~:: 

or[~.1nizcc1 crimo .field with U:c pl'c"iously l~lCnUC1icd st::bl~S. 

1'''''''101'1 hlc-I""CCS "'1'1'"'1' ···'c:,.,,· .. ·o~·lrl l"\"""CS v;o''''t,''cl :::0 .... ·('\ <:1,.,C 1fl'(' "::~, .... ~ ''".... J "1 ..;..0 •• 1." ~ .. '"" .. "' .... __ •• _ ... "L~.1.. ' ... '\'" • ..t .. J.v _.:''' ..... _ _ ~ ...... " .... 
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h.wc ::"cf>u!tcd in more l!~:-:n 1) COO cc:~Yktit>;1~ :1nd ~;om\1 ~:2, CCJ, 000 ~:! ;:;;:::E 

. 
Amrm:; lhc;,;(: r.cnicnc<.!d to pri:>cn WC1'0 ::mth );:1th".~:\l Syn{~h:at(' l(~;1tki':; ~~-: 
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m:i.lcly t~ 10, eoo, 000. 

S~C E:d),,'bjl ~\'o. 1, C" .. ·IO·, .... (1 II""!,",,,» i.l)r~ • 41!;~ ••• ~.. ,,"1.~;t ... i , t~ 

Conykliol)H ia F;~l C:~=.;.;;:; ••• " rl..~~· 01\ 

nnnJY'5is (If lH'OS0(;1:fh'l;! c[ied'is \HlCbl' 

, lhe lOG1 :md HfiO t;t~h~lc~ • 

. 
\>;11\\:11;10. in the fi~~hl :lg:tlnst ol'~lli~cd crli)'c h::s li~cn Titlc! 111 c,~ t1:~ 

rc .... l t ' "10" fO'-)'·ll};",,", 0" : ... t:· ... "1··l"'4 .. " ... In'''' , •• ,·l .... ')(-c: ...... lo U", 'lc i i'·i4; ... s II, \..It. .... • "" ........ ...;, a. J.II. .uu ...... ~~ -"V l...,~ \:l c"n'-w ..... \,,: .. -:t .14. .. -, --- " , \. ...... t 

'. 

" 

. ~ 

-5 

. " .... 



<'\11·\·(',·11·tl"'(\'-: \'1 F'}';T"'.·<"'f~ 11· ... '·'· 1,',1 to' r.:c;:)'''' 3 C'"\(\ ·'l·~·t .. ",'· \'1 i.'l'-' "·H.·:'II.,~ ...., " • I"" ...... ~~ . .,.~t .... ""_ ,,\'\0\0., ... , , .... ,. ,,.,-,~ ... ,.·,-".'1. i_t".~ ••• "",,,,,,,,.;o-

/)'''J(1 0··· ... 1· 1 ')"'0 ,· .... ·,\·;'·ll·''1'''' .,,0" 11'" CO·,tl"t"" ' .... ·1 Or """11 1)"""--'1. 1 ,. "" • It... ".j "",-..1 ... 1 .. l",.. u .. .J. .. ;, ., .. , .. l ,",,'~ Il •• ,) t,~j..J • .. ". .... &,01> J ... \,.'1 ...... _.'1 

C"," Qr}o ("Ie TIl ["e! ,-·r ,ll· ... """"""1',,, '("1\"; ','on C'· .. ·'l"··:·,! c"l ..... (' •. ·.1 "c' e " , " t IV • I ... ,~., .- t ... , J ... 1.J •• tl,."'"I.,; .' .... , \.! .. t.· .. '''1'",'I..~ "" ...... t,.; ...... \.I'.j.~ .;l 

tht' pro\'i:;lo:iS or Titlc' llt. l!()~)~Um~l fl~.ll'(,::; :H·l·C·!~({!t1, 5:~(l!c1cd, (Jr 

cC'I1\'lctcd [;;.nct' lDG9 ,,;1i' ulcctxonit.' ::;ul'Yl!i1J.mcc i:lfol'ltl;1tiO:1 inch~~!~ 

B~e E:.:hihH ::0. 2, c;~p!i{'i:jccl 
t!S:tt11~t~1 I;'~C:. \".11c:;:~l~ C;;~C , .. 

f l.· ... ·,,:" .. • .. ··1·'· I'll' '1 ,:~"··l h" CO·" ..... ,." t.', ;'1 t',,(> 0-'" t~"t" Cl' h .. ~. r ... ··11·01 ..... .: '::-.I'.~ . .... j'j..,~l.V t& II \, ~t.J"'.i~) •• :, •• , __ ............ JiJ':- ._ ...... ,jlJ.,...;1- ,j ...... _ .... , ..... ,_ •. , ..... 0:.,.. ....... ,,-

. . 

- G -
. , 



~;~C J~:·:h!~)il >:0. 3. r:!};tL}:·,Q(l 
t,'C:l:·o:1el(~~'.J' {,f 'r!!!c 1!! !:!",'(~l!'(1nic 
Sm'\'C' Hl:1I';c ~ 1:) ~'':::!..~ l!-.::.licn II 

f:\\l'\""',! of ..... 1' 11:'11 1 o.r~\c .... ·: ,.,,;'1\ , ....... ;.' t.' /.'J I~.(. ·"\·.·nl ... ,~ ..... '1 t·· .. ,·. of t.~ ••••• • .. 1 
or ...... H- • J. , ...... I~ •• \.._ '",,"I ."""!"':J".~ ... ""'\. '\. \n .... '" .• i.i..;w:&' '1,lt... .'l--.r _ \.. ... ..;oi. ... 

0, 21'1 ·lI1(11\.h\" ... 1,.) ""'\T" l·,,· .... <t
'

l ..... ''\,\ h., "l\"'{'''\l ~ ,.,.."It'! " 0\1 i\-.' ....... J , ...... - If, .. '" .. '\~i" .. '\\,;' ... 1I1.'t. ,..,~ ~, .. '\, .... ~~.\.:,..l.:t. 
;", 

C10&:;oti (",r !;:lh'l'(! to mcC!~ O'!~ C'lt'lt"!::!'(S tlf th~ st:1hl\CS. 

P"O""C,,'IO" ..... ~ ,1,."\t,,,(:(' t~ l 1"'l" ,. ... , n'" \" {~h··\· ... PO.· ... " '''~. "\'t,,(l :-"'1' ... 4 .... ~ u\~ tJ """'"j "-,,_,-,"j.i' • .. It" J, -,J •• \.'IIp';"l..,.~ ,,,,> • .". ..... )' .. ""," 3b * ~_ ... j~ :t.o.J 1h,: 4- _~ .. t.Il<:v.: 
~ 

• 

.'Co .... '" ....... .-: .. :,;_ ..... -. -_ .... 

Jlo!c'(lml2 C10 ~~tC~l,!11Cd ir(~r;l C{)Ur[-':ll't:·~t)\"~t! t'!cc!rc-:1ic $\t!.(o.lo~!!::'!:t=":~ .~~~ 



r 

~--"".-

\ 

cnbjccls, ~s coatr:lstccl y; Hh 2, 22'j in noa--THlc ITl C~SCS. 0:1 t::·:: ()~ ):21.' 

han~l, (!cndclions in neil-Title III cases h:1\"9 c:xccccl.:::d Title l1I cO:1'::'cU.a:~3 
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decision l'cg-:'.rdiJ1[; the isstle of :ltl!l~ori7.~tjon si:.:::'1ttu:cs on Tine III 

applications. 
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1)1'O\:e. TI:ey l'eqt:i1'c c:\prt isc in t11:- m::mCC5 of th~ tl':H':::. And tL8 leg· .... 1 

priced clclcmsc talent avaj1:lblc--mny d'.:a(; 0:1 literally for months a;~d 

S::!c E:-;hibH Xo. • C:l:·;:~c: ... t'·d 
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'fhe [oIl o','.'iJ1ti y0:1r I Jo;,!! Hosul1i, :1 llo{ol'iou~ SY;1di(;:~lQ 

the longesl Federal cdmil1~1 lri~l l.!1 Los j;llr;('}(!~J history. SubsC!(:::~·;:tl:;, 

MiSSOi,\ri, arc:l, and b'lo "cal"li:li:;s" from th:.! ,D:::tl'oit area. 

S-:.c F.:.;hibU No.5, captioned 
"Joha HoscH) C;"!,sc" 

Ew:n moJ.'c recently, om' New Yo,r)~ office. h:ls ad\'iscd tl!::t 

Agent::> for an enti.rc year. 

has not b~cn rully rC50he~l yct, so ,,/c an~ It:1;"!,b:c 1.0 say y:h:1.t the ci~d 

results )n t11~t case ,-·m be • 
. ' 
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'l'h~ l'cr;nU ll::s L'(:cn U:::t, d1..u'inrr lIi'~ P:lst six ycr~l'sJ Oni~l' 

\,,,, Fc(~cr8.l, sl:1l=:!j 8.11d Joe::ll;;-,'.' cl!fol.'ccim'nt agencies h~lX0 utilized 

5niol'l!1:1tiO:l ohi:1 incd fl'O;~1 Lh!.! FBI lo m:l)~c SO!~~~ 20, 080 ~mblilw, :'.rr~:·sts . . . 
~tnd cO:lfis~:llc oyer $O, (100, 000 Y.'ol'th of c~5h, p:'op~rlYI '.'.'eapons, ::l~d 

, "" ((r"'ll' 1fT lVl ''''1)'''' J"'" 11'" ; '''t,\'''::.l. t., ..... -._ ... \. •• \0.0<;1 ....... \.\'. 

, 

Bec Exhibits ;\0. G i'tnc1 '7, '('::l~tioHccl 
"Ntl1.nb:·r oj G:~!~1lJJ ~Il~ .. \ r!'(' ms .•• " 
~mci. "\'8.h:-:: oj C:!S:l~ P~'t)1'2l'ty, Wear'Ol:s, 
aiid W8.;el' i:1~ p,~:'.·::p!~C'1·l1:1Ll Confisc:: f0d. \I 

lJ:t\'c uneo\'(~red bx \'iohUOilS 'l:t.l;i:·:cd by li~r: I:l~crnal r!o\'cnuc S:;l'\'kc 

( 1U")")" 11"" l"'lst \'"'''' to COI,r'l,~~~I" (\" """ess 1'nIIS .... "..,'1'<+ $1/ rlGl eno l .z. J i. .... 1 , ...... '... .,,\.:,I.L 1_ -.J\':''''\'V) . flo .... .,.,.': • _011._ .. (It.,,,,-,t .... :J ... ) :, U "v 

O'1C c\iifl'C"l t,· l't"l CI,iO"'C"1'1"" f },,, S c"COt:·,I·.",C(~ '''' tl'n f:~\·L , .. .. ....... J ... .._ .... \,; '" \.,;Jl. ..... •• ...l"....' U1. .- .... :.,..," 

. pro~ect:liYc ~UCCC~S, il):'.san:ch :l!; some s,ubj.:cis ~o to priSO:l for :::; :::::~:: 

11 

i 

. : 
• 
j 
I , 
~ , 

i 



I' 
i 

I 

ns tCI ' \'C'll"- \"11"1'0"" r-.'1·"'·[" 111"·i"~r. to n·,1 ()(l~ \"l"ll n l'"I't [. .. ... ~" , ,....:> ('- ,1. •• '" ,~1. h ....... :> ,\ J ... L, \,;. :,., \.. L _ • l '" 1 ~)' • ) n ~ .... ,. 'l. • .. 1 e 

. 
hoocl1mns nrC' ol'C;:;i1i:~:!tio;;:~lly m,~ch 11101'C i111pori::nt U:::n othel's, and 

the Clim)J1~tl0i1 of le:ss important underlillgs. . . 

mcasm:i.nrr cb\'ice quic1:Jy l'\U1S lJlto b:o stmll1.\ling blod:!:;: (1) Fe':; 

of money wagcred dtll'inlj' n ;iyca F~riocl) nctu:'!.lly lS, ~li)cl (2) l~ <10:"5 nut 

.a';;SCfiS the o\'c1':'..l1 thr0nt n. p:1.l'tic:\13.:\r mob flgul'c nnd 'his [01\0',';0)'8 pose 

• 
to SOclcty at l:1.l'Cc. 

what the naLioi):'!.l "h:>.nc:1c" ~r:lOUl1ts to, tb~ 10G'i P.rcsi(:~lIt 's CO:;l~·;~~.::;::icl 

. 
on. L:1w Enforccmc~).L ~nd '.d"n:i:listl'nti8'~ of J1.~s( kc !-;~.:Q t!~:!.l it I:aci 

as high as $50,000,000, COO n yc~r nnd conch:~:~cl "Th,:1"c is no nct.:u~::::'t'! 

{h~ United S~:lt0S. II 

01')\'1'O\1<:~J~', t'.··.:>'.l, II,,, ("''''st"j'O'l ';"]'''''''' 'lS 10 hn'\' "Ol' c~:· .......... , ....... -.- _ L,._ :."..... • ........... \.;" .. ~. .. . .. -. J ... .\ ............. !. ... '..J: 
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ouL his eyer)' cO!11m~lIHl is ccl·t~:i!lJy l:!twh mo.i.'C of :l {hl'c:~L tl::m tL:' . 
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IlltclJi7.(~ncC! is tb:! Ke yt 
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more th~nl, 500 C)!'g:mi:;:od crime S\\\)jccts 011 f,·.!mb1in~ O!' ):claicd c::~:~';:'E 

(mtCh as 10:1nsh:1.l·)~inf~, P;)l'jUl'Y, or cnntcmpl). Particularly hard U~ :.:'..'\':;:: 

and Los AnGclc!-'i. 

in th(' P:1st. 

At th~ s~mc th~1C, ,..-.- ....... --- '" ..... -

l)r·C\·l·O·I~l.' l""I'li("'''d h .... " ... ,,·,... ... t1,. c .... c,...rd·"'C'\ :1." s'O 0;')" 0 ... · ... ~\~,.' .. "..J'"'J i.,\";. "':' 1.,; , l .. " •• \w "-'44\...-,1,., •• \..\.,.:\..... .. ............ _ , "'U l .... V ..... __ ..... .. 

• 'I ...... '.iOl'.'·,·)·r.:.:' 1".\1·;:~ C! ... ;.,,.... C"" l'''''(>f,! 11ol· .... t .... ··'C·:til ···'>1·1·:'v1 '}"C";' "1) ........... , .. -• -.. _ ~ .... _ ~ .... !.) .,_ "'- \.. ,..100 .... 1 "'" •• 1 ,,-. ,..... t...:..... ...\. "". :. ...................... -= 

..... :-.......... 
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{ h~\'c llJdicatcc1 to their ~t.r;!-;oc::ltcs nl~d Fcdcl'n} pro,sc(!uli'.·c c::fforls \~'Cj'e , . ., 

drh'in~ them into other lir.as uf cnd-'::1XOl'; :!nd (',':0 n:l~iO:):ll S\'lltli(';:~..: .. - . .. 

brought to be:'ll' on them. 

When C0:1bl'CfJ5 ol'd::!'cd U~O c~'caUon of this Commi~slC::l !n ; I 

Un[ol'Lun::tiely, this is :'l. topic ,,:hieh nCl'm::.lly genel'ates L!N'~ 

lcgislati\'c n:1(\:1'c. 

CCl't:1511 scgments of t1:':! p::css ~ncllh~ pu,:)Bc }:;l-,C (~:H~k:1!::c! 
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tllrt~ '1"'l'ti"'l" \"1"11'" 1"''''I'-')'c- ol"">r""l('" 01' 1 '"'1"'-'" "-'.'Cl' ·l·t' "0 "'''''0 11,,, ... ,1 1 .. ... .... J__ ... ~..,., ~ ,., 'v .... ~ ........ ;1 .... ,....... • ..... \~~ •• ,....... • ...", ,J.vj. lv ... , ........ 

Ii'DI l'S 110t )'J' rl 110S'tl'O:1 '01''''5'' J·t·r1"·,,,,,"T ell n." )""1"'1 ·,·······c1S o( ,..~ ... ".\:., .. J... '" 1 ... t I .... " .",,:... ......... ,,'" J L. .... • ;v I.. '''''1·- I.. t ......... -.;. ••• :--. 

benefits \':hich \'.'O\'.lc1l'~ll·l)L1rtc(lly accrue to tl~~ slat\) :mcl Federal 
. . 

fTC)\"'l'lll"'CI,t," 11'0"1 ill" ' ..... ,,1·1"'l of )".-" ;"e(l .... ~l·)'·l·)I)(T llo L.: .14 .l..:;,.J '.I. \"i \ ... \ •• tlL VJ .... r .. 'iL4 (.. b ....... ') ~. 

that ~ closer 1001: sho'.l1ci 1;{! b~·.cn. at lhe "vic! i:n!~ss cr51~-:c It lab::l \':;::ch 

5n j~~; blaius. 

0)' ~~·.(1·1' •. ·(··~t.·1'.'·. 1~'11·li·"'1·"1,,··n Ih'l~ "·· .. '''1,1 •. <:;""'''5 '~l'C'~' t l ... l.·"c·--r .. ·-'···.:·~ _.. ",.. "\ l i ..... · #. ~I. \";', .... .:.J ''''''' 4,..1. .... " .... _t.......... 1 •• 1 •• "'" .... ~ ...... ". _ 
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S~C r:~:hibil s :~(\, :.3 :'il1d !) [01' l\':o 
l)\'oit, ·,.""hS r,i U'" t' '\'")~ : .. ')',." \""0\",,1," ~. ';;." "' ... "~f. .. ._ .\. ~ .... ", .... l. '1.1 ... ,J ',,'ltl.\' 

IJY th\.' !:\,·,vl:~L'~'~· :':3 .. 1!)0::~ 1)O!~1b!11~ 
l 'lU"(";l' (,). ( '\ .......... i ( .... ·1 0'1 :(1 1100·llt.·" , ... -. ... ............... ! ... _ ~.. ....... I ~ .. •• \." .... oo, 

Ch:wk". C,,\';,l,E.~ .~() ;-~l'.d i;~:; 11-'.'1.. :'.1--01<.1 , . 
S0:). :\lso fX:l'jc',:sly iij;~:1'C'd ia i1j~ 
bOillh:;;r:, \I,'i!klJ :"'P!'''!':~'na:d more U,:m 
'}. c1"t':IC', of n H ')' ', ... f.'," cC'" j'C,1 0" ,·"11":'\;""" I. .... *.. 4 ~:"" ... ,,..~ ... "",.. .i.f. J. ,. -L. f •••• ,) ......... :;, 

, and c):l:c~l' l'::cJ:':!!; 5:1 t;:~ Yo',ii1f~..:;iCJ·;m ;U'C':l, 

W~~ ;-:.no~ hel' ur C:~ \'~1!~~l'O 's ~;O!~s. 

s':.'C! E:-:hjbll ~\o. 10 rOl' :". l)!ltlto~':J.l)h of 
'll"ICl';'tl t--'l"'CC: ""1':'''' ".: 1:- ..... j ,'"ni',l "'1 I .... ~ ".. .........,. 4 _ ~.... # 4O..... . ... i .. ..J ~ .L... J~l. 

a m~jol' :·.j:~;;'.'cr,i :~ll:wljl1~ 1.'):1:;\~; l:.;?:td­
Cjt::!l't(!l'!;. Ti:~ j~\:d~:)o ;i:ioa of \.'.'r~pC:15 
rind \':a~C'l'~Il~~ l~;"!.~·:~l;!:::·r:::-:!::l !-)i1mtld 
l'l:tl'tbll:,' rC'f~:~C' ~;:.:: ::.lh·~:~Uo;~s of lhor.c 
\V)1O w~Hlld l~:n'-:: t!l'-! pclll!c i;~lie\'c t l!:1,.t 
r,';.1m~)Ji.;jf~ is ,', "\,idlm!css" U'uClH:C ',\'hich 
:nu:ls 1:0 O!~\.!. 

h~\'Ol\(t the 0:11'0 r.(!CC~slUc:s of life. . . .. .. ,~.. .... . ... "' .... ".,. " . '. 

( '>\ G"1'11)1 ",rt ~-,'n .. ·)·s .... \"I'e.1" ,~,,""r""ll'o'i of OLl.oJ." Cl"~";':: .... )... ....... u_:." OL., ....... J .. \ ........ :.. .... ,t ....... , ... I l......... ; ...... _....,.. 
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. . 
Cl'lnH!, tt I lhin~: of 0:10 hif.;hly lJ\ibb.:I::c.d C:1f,C we h::d ;n xc ... · .. yo~';~ C!ty a 

cO\lnlc 01" """,r'(!, .... '~o \·'I,r..l·C " l'll(1'~'l"-"f'''r'l '" .. ··((·I"',,l· l'o'·1."d 2~- ')".-"" 111 • '., •• '\..... .. ~'-o it.~ 4 .. ' •• , ......... ~ ... " t, .. " ... _ " .. ,,~ l.,,_, ~~ • • -..J,I4 ... , 

• 
crin'lCn," I \':()\lld )j:~c to h~:ll" ~U:;iN):,C c::p!::h th:lt to t::,,~;; !nen':.; \':i':.'5 • . . 
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~:'(! l:::::~\;\!~; ::0. 11, j~, :1n:1 13 
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SCl'\'cd its pm'pose. 

Lately we h~\'c seen a t::'~:(!~llCY of SO:11C jud£:CD to h:md (;:;';;n 

to you in your cHorts. 

Th:lD.k you. 
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150~ 
SUt!HARY OF TESTmOllY OF NR. ~!ILLIM\ V. CLEVELAtm 
ASSISTAnT D1RECTOR OF THE SPECIAL lIlVESTIGATION 

DIVISIJII, FEDERAL BURE/IU uF IrlVESTIGATION 

FBI jurisdiction in gambling cases began in 1961 when Congress enacted 

three statutes banning interstate transportation in aid of racketeering. 

interstate trar.sportation of \'1agering paraphernalia and interstate trans­

mission of wagering information. 

The findings of several legislative and executive studies had concluded 

ti1at gambling bankrolls the rest of tile unden'lOrld's empil-e and that 

legislative, judicial and police corruption is an inevitable consequen~e 

of u~thecked gambling operations. 

To date, FBI investigations under the three 1961 laws have re~ulted 

in mOl'e than 1,800 r.onvictions and some $2,900,000 in fines. It is 

cliff1cul t to say that enforcement of these 1 a\'/S has checke.d the grm'/th 

of organized gambling. but the Bureau feels that the situation would be 

much worse if they had not been implemented. Prior to 1961, rr.ost gambling 

investigations were conducted by state and local law enforcement agencies 

~h1ch did not possess the experienced personnel nor the facilities to ha1dlc 

complex gambling investigations. 

The jurisdiction of the Bureau I-las further expanded by the Organized 

Crime Control Act of 1970 to i~clude intrastate violations which local 

authorHies could or \'/Ould not prosecute. 'iitle VIII of this act outlal'is 

local gambling operations meeting certain minimum specifications and grants 

the FBI jurisdiction over bribe:"y of state and local officials, \'Ihen said 

bribery is connected \'lith an illegal gambl ing business. This act has 

resulted in over 1,600 co~victions, $1.600,000 in fines, and confiscations 

valued in excess of $10,300,000. 
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The most'effective weapon i~ ~caling with organized gambling is 

Title III of the Omnibus Crime Control and Safe Streets Act of 1968, which 

providcJ for the use of court-npproved electronic surveillance in the 

investigation of specific violations.' Syndicated gambling rings could not 

exist \·lithout extensive telephonic conn~ctions, therefore, Title III 

surveillance has.proven to be invaluable in combating organized crime in 

this area. 

Court approved electronic surveillances in FBI cases have led to 

some 3,000 arests, over 1,000 convictions, and confiscations valued at 

more than $7 mi11ion. 

During a period from January 1, 1966 through December 31,1973, the 

Bureau investigated 5,650 gambling cases (including 9,213 individuals) 

with 124 resulting in indictments, and 1,978 being referred to local 

l.lutf;orities. .. 

I Sports bookmaking was found to be the most extensive type of gar.lbling 

operation with horse bookmaking in second position. These two types of 

operations made up over three quarters of the 124 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 th~ fight against organized gambling. The number of convictions 

is an ii1adequate indication due to the disparity of sentencing practices 

and the inabil ity to convict the highet- echelon rucketeers: An accurate 

estimate of the "handle" is impossible to determine and is no "indication 

of the mob's overall threat to society o.t large. 

FBI expel'icnce has sno",m that the onl.1 ' .... ay to evaluate their accomp­

lishl1ents is to develop an intelligence system \"hich identifies the under­

world leaders, the scope of their .lctivities. spheres of influence and 

.~ 
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sources of income, so that short and long range effectiveness can be 

measured. The 6ureau targets their investigations tOl'lards the top of the 

gambling operations and not at the "Hom and Pop" type enterpr;<:p.s. This 

has resulted in a rising rate of convictions of key gambling figures wl0ch 

has the effect of diluting underworld leadership and imparing its morale. 

It 1~ the belief'of the FBI. however, that it is impossible to completely 

eradicate organized gambling. 

The FBI does not attempt tJ pass judgement 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 

"victimless" crime. Gambling and violence are often inseparable, as 

competition is never tolerated. Gambling conceals vast amounts of money 

from taxation and family budgets. It leads to more serious crime: i.e. 

lean sharfdng. robbery and burglary. Si1ent victims of 9amb1 ir.g fear that 

assisting la\'l enforcement I·lill mark th~m for gangland retal iation, 

The FBI has found no discernible rise or fall in the rate of gamblin~ 

in those states which h~ve instituted legal lotteries. There is no evidence 

that the uriden/orld has infil trate:d any of the state lotteries, hOl'ic'{er. 

the Bureau feels that the legalization of gambling would not cure all the 

ill effects of illegal gambling. States could not offer credit. exempt 

t/innings fl'om taxation, or handle the volume of day to day 'Jetting \'lith 

the same efficiency and expertise as organiz~d crime does now. The spread 

of crime as a resuH from gambling losses would also not be affected by 

the decriminalization of gambling. 

It is. therefore, the position of the FBI that more public awareness of 

the true situation of gambling would hel~ a great deal in fighting the 

. growth of gambling and its subsequent influences. 
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SUF,:·ttl.f!Y OF TEST![·:I)IlY OF r·:R. JOltl D. TARPEY • 
ASSISTAiH CHIEF IilS?ECTOR·FOR CRJioiE l!;VESTlGATlO:1 

UIHTED STATES POSTf\L SERVICE 

Use of the mails by lotteries was first prohibited hy Congress in 
1868. In 1872 Congress ~Dde it illegal to mail letters or circulars 
concerning illegal lotteries. The la\'/ VIas made applicable to all 
lotteries in 18;6 \·:hen th9 "lord "illeoal" vias l'cmJved from the 
statute. The hnti-Lottel'v I\ct of 1895 ban'ed all lottery matedals 
from tilt' mails, prohibited the sendi!l~ ~f che~ks a~d_mone~ Ordel"S, 
for the purchase of tickets. and prol11bited ine m:nl1ng 01 letters 
containing lottel'Y adv::rtis€ments. Violations \'Iere made pur.ishabl€: 
by "ir.:pri sonment as l'le 11 as fi nes, as provi c!ed by the 1876 1 a\·l. The 
1890 Act \'las im;nediatel., enfol'ced and effectively put the COITurt 
louisiana state Lotter,) out of business. 

The Postal Inspection Sel'vice. ClS the 11l\'1 enforcement agency of 
the U. S. Poshl Servic~, has been enforcing th'is la':l, Title 18, 
U. S. Code 1302, ever since. Section DO:? ~a!:es it a felony to [jI.ail 
pl'osv·-jbed matel'ial in conn::!ction \.;i!.:!1 the opel'aLion of a lottery. 
FOl'e-:gn ba;;cd lotteries sl'.:h as the Il'i sh S',:c';!pstakes al'C checked by 
the stop-orde!"" and mail HOp pi'ovisiops of adninistrativr. statute, 
Title 39, U. S. Code 3.~05. 

Since 1965 there 'lave never been less than 200 lotter;' investigaticns 
in any year. The re1ationshi? bet~een the increase in the num~er of 
legal lottery o~el'a-.:ions and the gl'adual decrea~ie in illegal lottery 
investigations eluting this period is only conjectural. 

A 1973 ir.vestigation of state lotteries by the Postal Inspection 
Service fou~d that in all but one instance Section 1302 of Title 13 
lIas been violated. lottery officials disavowed an1 intent to violate 
the statute, but internl'i:ted- it in a milnner to pe','mit SC::1C! use of the 
mails in the lottel'Y o~c:ration. r·:a"il counts ,-;ere mude at the head­
quartel"S of three state op!!l"ated lottede~ in iial'ch 1974. In one 
state 70 pel'cent of the mail received bore out-of-state postr.ial'ks 
from alrr.ost ev~ry state in the. cOllnt"y. 

~ : 

! . 
I 

j; 
! 

, 
t .. -

L. 
I 
). 



.' 

: 

i 
! 
p 

t 
\ , . 

" 

.~. 

"'---.. 
... --.---~ 

l.G4< 
- 2 -

Viole.tions of tlla lotto'), statute by le'J~l lotteries have been 
investi9::tQr~ by the: Postal In~,pection Service and the facis 
presented to United States Attol'(lcys ill those ~tates for consideration 
of possible pro~ccutiot;, Prosecution was aeclined in 1973 in 
Hichig<:n, 1:'2\'/ 1it:r:ip!:hiJ'.? and Pennsylvdnia, The United Siate_ Attorney 
in 1':::ss~chusC!tts hi1s not yet indicated his intention to p)'osecute 01' 
not to prosecute, 

. 
Hany ne\':spaper~ \·:hose circulation crosses state lines orint 

lottery advertislng and list winning. numbers in clear vio~~iion of 
Sect i on 1302, It is thC! p0l icy of sOIr.e ne\:spapers, IiC~leVL'r, to 
pub 1 ish s cp~ra te edit ions \.Ji thout tl, i s i rforr:<t t i on for those \'Iho sub­
scri be by r.:a i 1. l:one of th()sc ne~':spaiJel's whi eh do not rna r.e th is 
prOVision has been prosecut~d, and no such action is being con;;idercd 
~ the DepJrt~cnt Df Justice, 

Under current laws the operation, of th~ stat~ controlled lotteries, 
is free.frc~ corruption and presant no serious problem to the 
Postal $::!r'.'icc. They secl: on1y to direct the cnfot'ce:nent of the la\'; 
against those \·tho i!fe i)l'ofiting by a lottery tlnd not those \·:ho i'!l'C 
technically violati!19 the lal'/ by using the r.;~i1s :IS 5ubscribel's. the 
victims of a lottcrv. The Postal Ins~cction Service investig3~r~ 
11 ,000 fl';:ud cases a year of ,·thich oniy 200, or less than 2 pc 'cent 
deal \'Iith lottel'ics. Only if those state lottery .. lc!\·:s al'C chanqed, 
or abuses ~':crc found in those la"/s to corrupt t.he legal lottc:'ies, 
and the states were given carte blanche to co=pcte with one ~nother 
\-,'ould there be any.c~usc for concern by tll2 Postal S::?rvice . 
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su:·\:·'.;\:{Y OF TESTl;·:IJ;IY OF :.:~, I\SHTO:l HARDY, 
GErlERlI.L COU::5EL - f[DEHJ\L CO:~·:U:HCi\TlOi~S C(J:'~'ll 551011 

The Federal Cor.-.;.lt/Oicution:; CO:T.nission's responsibilitiEs in 
connection \'IHh the brotldcilst of lottery infcril~ation arc derived 
11'O:il Section 13011 of Title 18, United States Cl'ir.linill Code. This 
st.atute prohibits the broadcastill9 of any c:dVcl'tiser,~ent 01' ;nfOi~l~tion 
conCernli:9 lotteries, gift entel'pl'i~'!~s, or s~l:liiar SCher:12S offe:'ing 
prizes ~ep2ndcnt on lot or ch~nce, The Co~ni5sion is auLhorizcd to 
revoke licenses, issue ceJ~e and desist orders, or asse~s ~onetary 
fines up to $10,000 fOl' v)olat;ons of this section by broadcast 
stations. The pOI'ler of cdorccf.1ent- is under til~ jurisd)ction of thQ 
Departr:;ent of Justice, vlith \.,,:1ich the Co;:,uission rcgul~rly coordinates 
its actions in this area. 

Until "tilP. middle sixties, F.C.C. invol'l'::incnt \'lith violi\tions of 
1304 was l~nited to sc~ttcred instancQ~ of product promotio~s 
involving contests, 01' oerchandisc ,\livc a\layS". S'incu the inception 
of the r:t!\·: Ha:;;;Jshire LoLtery in 19G·i, ho:::!vt'l', th':! COi.:mission 11('.5 
increasingly been drawn into problc:ns crc.:!tcd by the confl ict behlccr. 
tile opcra:ion of sta:e 1otteri::s :1(0 the provisions of 1304. The 
Co:rmissicrt ildh~l"es to the V;E'\'/ Lbt th.:! qiJ0st.ion of thr: prO;1ricty of 
promoting loltel'if:!5 on bl"Oadcast '::cd'ia is a lcgisl~ti\'e pol icy 
deterr.lina t i en proper 1 y re~~rved ~0 Congress and, thcrr.fol"c. it has 
no alternative but to upply th;;: 1<:\1 in l:hichc'/er \-faY it i~ intcl'­
preted by the courts until it is dl1:cnded or qual1ficd. 

The House Judici3~Y. C0:r."1i'Ctee is studying H.P.. 6668 and other 
similar bills thJt \-:ould p::rr.'it tii:! tl'1lr.sport:,tion, mailing cnd 
broadcasting of lottcry infGrr:lation and advel'tise'1;ent5. Th~ F.e.C. 
h~staten no position on these bills but wou1d defer to the judge­
ment of the Depar' .. ::>nt of Justice, \,Ihich generally favots enactment 
of U.R. 6663. 

The legisliltion to ":hich the CC:':"Jilission is addl'cssing itse1f 
\·;ould a!JtbrizC! a brC'IJdcu5t stdtion in a cc;;,;::unity in a state ;n 
v:hich a sta~e lot~!:ry is le~al to an!1ot:pcc inforr.ation conccl'ning 
that lottery and tl:e results of ot!.m' sute controlled 10ttedes if 
it Hished to do 50, It \:ould contir.ut: to prohibit a broadcast station 
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located in a state which' does not operute a lottery to broadcast any 
lC'ttcl'Y information. Stations \lhose signals CI'05S a state line 
into a state \-:hel'c there \-:as no legal lottery \':ould not be: prohibited 
from broadcasting such inrOlillation as it \-/ould be unfair to that 
station &nd i~Dossible to enforce. The F.C.C. could not at the 
time of the hi~ring take a pusition as to the future legality of 
bl'oudcasting this type i)f information across state lines. Those 
prOVisions of H.R. 6668 would b~ in conflict with Title 18. 
Sect i on 1 03~ of the U. S. Code, v:11 i ch forb i uS the inters ta tc trans­
miss:on of \-:agering information I'lith the exception being the 
broadcasting of this information frc:n a state in I-Ihich a lottery 
is legal into another state that operates a lottery. 

The Comllissior,'s present approach to the broadcast of lottery 
infon~ation is pl'imarily based on the CO:1rnission's SunD1Qr~ntal 
Declarator\! RuliJ.~, adOpted in 196·1 pursu~nt to c1 decision vy the 
second Circuit Court' of I\ppeals. That decision held that Section 1304 
only prohibits the bl'oadcasting of lottery information that "directly 
pro[l1'.)tes" a lottery. 

lr. a 1971 ruling, the Ccm:aission ruled that the broadcasting of _ 
a \-/io-'ing numb!:r in a state lottc,'y. eVen if in the form of a news 
report, constituted a direct promotion of a lottm'y \'Il1icb \-:ou1ci be in 
dircr:t violation of 1304. This rul ing, hO\icver, \'!as revel'sed by the 
Third Circuit Court of Appeals in 1974. The court ruled ttat news 
broadcasts \:cre protected by the Fh'st A.'iiendment and thus \':ere 
exe:nptcd from th~ pl'ohibitions of the statute. The Third Circuit 
d'.!cision did not dispute the "directly proNOting" aspect of the 
decision of th~ Second Circuit. b,lt ruled that even if a newscast 
directly pro~:1oted a lottery, if it constituted ncus and not mer::: 
advertisement it was beyond the reach of 1304. 

The Co;;rnission and the Depal'tment of Justice ~ti tioned the 
SUfirer.1e Court to l'cvic:-: the Third Circuit's c!ecisio[), and the Court 
has acceptc-d Certioi'crl in the case. The Pl'ir.arv basis of the petition. 
VIas to rectify the connict bebmC!n the Third Cii'euit's decision ilnd 
the "directly Pl"on::>ting" standiH'd previously establ ishea by the 
~colid Circuit. This ,-:ould astablisil uniform ouidclim~s for the F.e.C. 
and its licensees to follm-I. The Ccr.:nlssion and the Department of 
Justice belic·.·ed that the Thit'd Circuit';; decidon had ert'oneously 
decl,a-ed a pOl,tion of 1304 unconstitutiotlitl. . . 

-I 

.. 



/+ 

- 3 - 157< 

Until the Su:>re:::e Court I'ules on the Third Circuit d\!cision, 
the Cc:;.;n;ssion fel t it \:oulci be if~;l:'Opct to Gccide v:hethel' the 
bl'oadcastinj of a Hlnning lottery nur.iOtlr \\\15 in facl: a pror~ot;on 
or legal lotteries. They \Ii 11 , ho~':c'lcr. argue in court that such 
announcc-r.ents are not "hot nm'l~'1 i te:ns, but are in violation of the 
sta tute. 

The Cc'nmission could net recall any serious violation (.If 1304 
by its licensees. They h~'1c I'cceiv~d I!l~ny inquiries from the 
stations located in lottery states as t9 IIhat types of broadcast 
rnaLQrials they could cill'ry and still be \'lithin the Commission's. 
i nterpl'e ta t i 011 C ' 1304. 

In thci public intcn:st, the F.C~C. and its licensces tire 
regulating any ini'crmlltion that coold be USC(1 to further n legal ' 
lotteries end ~ambl irlg in tI,eir cC:-:llunities. This includes the broad­
casting of, horse\'ucc infon.1ation \:111cl1 in filct does aid illegal 
gambling. T!;Q CO;l.!ilissic.m hud little or'no pl'oblen vtlth that gCIH:I'al 
policy cstablishQd in i964. until theOff-T"ack BettingCol'pot'ation ef' 
fle',,- York rais':!d SO;t,~ acditicna 1 (ltl(!stions ilS to I'lhat could 01" could 
not be done. The COrr:ni5sion dctCll,lioco that \·:ilCI·e slich iMorr..Jtion 
\'!ould not be of assist?l\ee to illc~al g:lr101 in2 it had no objcctiMs 
to such bl·oadci'\sts. \lhm'c it \'muld aid this type of activit)', 
broaUcilsting sue!; info]1:1ation \':ou1ci be bal'rcd by the 1904 polic.'. 

The Complaints uod Cor.l?liancc Division of the F.e.C. handlc1s 
each case brought to its attentioll by the public as they C('71(! io. 
Thci'~ are no I'ccol'ds to indic'lte the: amollnt of resources and tr:anpo~·:cr 
devoted by tli::? CC,:;-;l\i 5 s ion to insure Cv;:l? 1 i <lnc£! \:,ith r.Qverr.~cnt 
rcgulotions by the 1 iccnsees. In fiscal 1973 "~lly 51 co:.l?leilits out 
of a total of 16,322 concel-nl!d allegi!d broadcasting of lot'~cry infol'l::lti::>n. 

The. CO::tnissiol~ \·/culd only consiJcl' the question of lJc:n:1ing all 
, sports bl'oadcasting if this questlO:1 \:05 pr(:Ser.:·~ ~o th~:n by the 

Department of Justice. 'he F.C.C. has ·never considered this possibili:y 
and has no plans to do so. If Cor."!I"i:ss detcr..:ines that such broad­
casts enCOU1'a~2 illep:ll ga;:;bling activity and r..o'/cd for its Orohibition 
only then :,:ould the Cc.l>.1ission·s policy on this question be changed. 
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