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GERALD E. RUDMAN
Bangor, Maine 04401

April 16, 1997

Honorable Angus S. King, Jr.
Governor, State of Maine

1 State House Station
Augusta, ME 04333-0001

Dear Governor King:

I have been privileged to serve as Chairman of the Advisory Committee on Gambling as
established by Executive Order of April 3, 1996, and I hasten to express my appreciation to you
for this opportunity to represent the public on the Committee. It appeared initially to be an
awesome (abashed fear inspired by authority) task; but, equipped with an expert and humorous
center stage staff leader in John R. Selser, Esq. and a politically inspired membership, I found
the task to be pleasurable, and I hope the Report to be of value to you and the Legislature. Mr.
Selser and his staff supplied the Committee with a multitude of written materials which provided
us (and particularly me) with an in-depth understanding of our study and discussions leading to
our Report, responsive to the Executive Order.

The Report represents 13 meetings of the Committee from August 1996 to April 1997. My
observation of the Committee’s common philosophy, in which I share completely, is that
expansion of gambling should be permitted in the State of Maine most carefully and only after
exhaustive study of the impact on the lives of the citizens and the culture of the State.

Respectfully yours,

ﬁ%‘@ﬂ(mo«
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“Wisdom lies neitber in fixity nor in change,

but in the dialectic between the two.”
Octavio Paz (b. 1914), Mexican poet. Times (London, 8 June 1989)

I. INTRODUCTION & HISTORY

A. TFORMATION AND PURPOSE OF THE ADVISORY COMMITTEE

The Governor’s Advisory Committee on Gambling was established by Executive Order during the
117th Legislature at the request of the Joint Standing Committee on Legal and Veteran Affairs to
“conduct a comprehensive review of the gambling laws of Maine in order to assure that
the laws address modern developments in the gaming industry, including the advent of
electronic gambling and provide for effective administration of gambling laws.”
(Executive Order 8 FY 95/96: An Order to Establish the Advisory Committee on Gambling, April 3,
1996. See Appendix A.)

The committee’s purpose was to:

A Review and assess available information on the status of gambling in Maine and
other states and Canadian Provinces, as well as the social and economic impacts of
that gambling on Maine, including:

1. a comprehensive review of all of Maine’s laws on gambling (including Beano
and the State Lottery),

2. a comprehensive review of all legislative proposals presented in the 117th
Legislature concerning gambling, and

3. an examination of gambling laws in other states and Provinces particularly:

a) states and/or Provinces which have established gaming commissions
and

b) states and/or Provinces experiences with gambling activities;

B. Examine the recommendation, if any, of the Maine Harness Racing Task Force
pertaining to the most effective regulation of off-track betting and simulcasting
(Executive Order 6 FY 95/6), and

C. Develop proposal(s) for:

1. amending, revising or otherwise changing the State’s laws on gambling in
order to produce a consistent and modern scheme for regulating gambling
activities in this State that is in the best interests of the State and

2. a regulatory mechanism to review, oversee, develop and coordinate gambling
policies of the State and to coordinate and oversee gambling regulation in the
State.



The Committee reporting date was determined by the need to submit a final report to the
Governor, President of the Senate, Speaker of the House, and the Joint Standing Committee on
Legal and Veterans Affairs of the First Regular Session of the 118th Legislature and the need to
include a review of the recommendations of the Harness Racing Task Force that pertained to the
most effective regulation of off-track betting and simulcasting.

B. CHARGE TO THE COMMITTEE

The Honorable Governor Angus S. King, Jr. welcomed the committee members and thanked them
for their participation in this project. In his charge to the committee he commented that Maine’s
gambling laws have developed haphazardly over the years. Recent gambling issues in this state
have included harness racing, off-track betting, non-profit games of chance, high stakes and low
stakes Beano, the so-called “gray machines” and attempts to introduce casinos and video poker.

The Governor stated that the present task force has been created to look at “what Maine has for

gambling” — how it is regulated and how it is structured. The task force should develop a |
comprehensive method of regulating the gambling industry, including the issues of whether or not |
we should have a separate governmental body to regulate all of gambling in Maine and what we

should do about the gray machines, e.g. allow or prohibit them, limit them, regulate them or

continue to “look the other way”. The task force should review what has gone on in other states in

recent years regarding gambling issues to take advantage of the other states’ experiences with costs,

revenues, regulatory methods, etc. in order to learn from our neighbors’ experiences.

The Governor concluded by indicating that, given the composition of the committee, it may not be
possible to reach a consensus on whether or not video poker should be allowed in the state; but,
the committee will hopefully be able to reach a consensus on the best regulatory scheme #fvideo
poker is to be allowed in Maine. The issue of gambling will not go away and Maine needs to ensure
that whatever it does is right for the people of Maine.

C. MISSION STATEMENT

The Committee adopted the following statement of its mission:

The mission of the Committee is to determine what is in the best interests of the
people of the State of Maine in regard to the developing trends in the gambling
industry and the effective administration of gambling laws.

In order to accomplish this mission, the committee considered the following specific objectives:
1. Review the legal status of gambling in Maine.

Review the legislative proposals in the 117th Legislature that concerned gambling.

Review the economic impacts of gambling in Maine.

Review the social impacts of gambling in Maine.

Review states’ and provinces’ experiences with single gaming commissions.
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Review the status of gambling in other states and provinces that can provide experiences
relevant to Maine.

7. Examine the recommendations of the Harness Racing Task Force pertaining to the most
effective regulation of off-track betting and simulcasting.



8. Identify modern developments in the gaming industry.

9. Develop proposal(s) for amending, revising or otherwise changing Maine’s laws on
gambling in order to produce a consistent and modern scheme for regulating gambling
activity in Maine that is in the best interests of Maine.

10. Develop proposal(s) for a regulatory mechanism to review, oversee, develop and
coordinate gambling policies of the State and to coordinate and oversee gambling
regulation in the State, to include, but not be limited to:

v’ the issue of whether or not we should have a separate governmental body to
regulate all of gambling in Maine, to set uniform gambling policy in Maine for all
gambling, and/or to do both, and

v" what we should do about the gray machines — video gambling devices that are
currently allowed in Maine for credit use only, but are being used for illegal
gambling by exchanging credits for cash.

D. MEMBERSHIP AND STAFFING

The Committee was composed of eleven members: two Representatives, two Senators, two
members to represent the public interest, the Chair of the Maine Harness Racing Commission, a
representative of the Maine State Police, a representative of the State Lottery Commission and two
representatives of the gambling industry.

John R. Selser, a Readfield attorney, served as staff coordinator. Additional staff support was
provided by Galen Rose of the State Planning Office and Major Jeffrey D. Harmon of the Maine
State Police. In addition, Deborah Friedman of the Office of Policy and Legal Analysis and Charlie
Leadbetter of the Attorney General’s Office served as resource to the Advisory Committee.

The staff support provided to the Committee was excellent. Without the resources and the
thoughtful guidance of the staff, the work of the Committee would have been difficult, if not
impossible, to accomplish within the time frame requested. The Committee would like to
acknowledge the efforts of these individuals and of the staff support received from the Bureau of
Alcoholic Beverages and Lottery Operations. Their support greatly increased the quality of this
report. Our sincere appreciation to all their assistance.

E. THE COMMITTEE’S PROCESS

In order to accomplish the task before it, the Committee divided the project into four phases.

1. Phase One. dealt with the current status of gambling in Maine, including any
recommendations of the Harness Racing Task Force.

2. Phase Two concerned gathering information on gambling from national, state, and
Provincial sources — especially looking at states and/or Provinces that have established
single gaming commissions and looking at other jurisdictions similar to Maine that have
had experiences relevant to Maine.

3. Phase Three identified modern developments in the gaming industry and an analysis
and discussion of the impact of gambling in our society.

4. Phase Four examined and developed proposals to oversee and coordinate Maine
gambling policies and regulate gambling activity in Maine, including legislation and/or
rules necessary to make this possible.



For seven months, the Committee gathered information, reviewed gambling in Maine and in other
states and Provinces, analyzed the data and discussed what could be done to make a positive
impact on gambling in Maine. This report, which reflects the Committee’s findings and
recommendations, is divided into seven Parts:

1. PART I explains the Committee’s task and the process the Committee used to accomplish
its task. It also includes a short section on the history of gambling.

2. PART II examines the status of gambling in Maine providing background information for
the review and analysis.

PART Il examines gambling in other states and provinces.
PART IV looks at trends and developments in the gambling industry.
PART V examines the economic impact of gambling.

PART VI examines the social and cultural impact of gambling.

NOOv W W

PART VII contains the Committee’s findings and recommendations.

The main text of this report is contained in Volume I. Volume II contains Appendix B: A summary
of gambling in other states.

F. A BRIEF HISTORY OF GAMBLING

GAMBLING

Gambling: the wagering of money or other consideration of value on the outcome of an uncertain
game or event that is dependent either wholly on chance, as in roulette, or partly on chance and
partly on skill, as in certain card games and in sporting contests.

There is no historical period or culture to which gambling is unknown. Dice carved from the ankle
bones of antelope have been found in prehistoric tombs and burial caves. The ancient Egyptians
played atep, a game of guessing the number of upheld fingers. The classical Greeks are known to
have played with astragals, the forerunner of modern dice, and Jews in biblical Israel gambled by
throwing dice. The Romans were reportedly obsessed with gaming and bet heavily on gladiatorial
fights and chariot races. The Roman historian Tacitus noted that the ancient Germans gambled not
only wealth but liberty as well.

Anthropologists, who have found evidence of games of chance among the most primitive peoples,
contend that the attitude of early humankind toward gambling derived from the general attitude
toward the environment. To them the world was a mysterious place controlled by gods or
supernatural beings whose favor or disfavor was manifested through chance situations and through
the outcome of such events as hunts, wars, and games of chance. Instruments of divination
frequently included objects used in gambling. As people gradually acquired knowledge of the
nature of their environment and interpreted it in terms of cause and effect, their attitude toward
gambling changed. Games of chance became pastimes, but the ancient belief that a lucky gambler
was favored of the gods persisted and still survives in various forms.

Modem Forms
In modern times gambling occurs in practically all nations and takes a great variety of forms. Among
the most widespread are betting on the outcome of horse and dog races; of bull, cock, and prize
fights; of wrestling matches; and of such games as baseball, football, basketball, and hockey.
Attempts on the part of professional gamblers to fix the outcome of such games have caused
numerous scandals and provoked many representatives of organized sports to oppose
professionally arranged betting on such events. Other common forms of gambling include roulette,
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card and dice games, and bingo. Games of this type, as well as slot machines, constitute a major
industry in Nevada, where gambling was legalized in 1931, and in Atlantic City, New Jersey, which
legalized casino gambling in 1978. Similar games are played at the most famous European gambling
resort, the casino of Monte Carlo, which provides the principality of Monaco with much of its
revenue. The lottery, a form of gambling that dates from ancient times, often is used as a money-
raising technique by governments, religious groups, and charities. (See LOTTERY, below).

Government Control
Among the upper classes of the peoples of antiquity, gambling was frequently associated with
wickedness and debauchery. During the Middle Ages, in times of trouble, the rabbis in European
Jewish communities banned dice games and other games of chance. Gambling was also proscribed
by some Oriental religions, such as Confucianism, by the Koran of Islam, and by the moral codes of
many Protestant denominations.

In general, the attitudes of governments toward gambling have been that the practice should be
discouraged or regulated. Although few societies have ever wholly approved of gambling, none has
been able to eradicate it completely. To this end, the British Parliament in 1845 passed an act
providing that “all contracts or agreements, by way of gaming or wagering, shall be null and void,
and that no suit shall be brought in any court of law for recovering money alleged to have been
won upon a wager.” Today one of the more permissive countries in regard to gambling is Great
Britain. Under laws enacted there in 1960 and 1963, betting offices for making wagers on races and
games have been licensed; games of chance are allowed in private clubs and homes; and
mechanical gambling devices such as slot machines are legal, provided that the odds are not
weighted too heavily in favor of the concessionaire, who is permitted only expenses and a “fair”
recompense. Legal gambling can also be found in many other places, among them the Czech
Republic, Ghana, France, Macao, Monaco, Puerto Rico, Russia, and Scandinavia.

The games most closely associated with gambling usually involve a heavy element of chance.
Whereas poker, for instance, requires skill to play well, the outcome of the game is determined
primarily by the distribution of the cards. Many casino games, such as roulette and craps (a dice
game), are dictated solely by chance. Betting on the outcome of sporting events, especially on
horse-racing, or on a lottery is perhaps the most widespread legal form of gambling, and in many
countries, governments have created systems to funnel through legal channels the vast amounts
wagered, retaining a certain proportion for their own use.

One form of public betting that is acceptable in many states is the pari-mutuel system, which
originated in France. It consists of a pool of betting moneys. Those who correctly predict winners of
the first three places share the total moneys minus a percentage for track management. Pari-mutuel
betting is often employed for horse and dog races and for jai alai games. The pari-mutuel system
serves as protection against dishonesty and facilitates collection of gambling taxes. In order to raise
additional revenue, New York City on April 7, 1971, opened the first legalized off-track betting
system (OTB) in the U.S., enabling the public to place horse racing bets at special locations
throughout the city. :

Unlawful Gambling
Unlawful gambling (in the United States and elsewhere) constitutes one of the largest "businesses"
in existence, and its "gross" has been estimated to exceed that of its legal counterpart. Legal
gambling, claim its advocates, is a means of reducing unlawful-gambling profits. A great deal of the
unlawful gambling conducted in the United States is connected to organized crime, which is
thought also to maintain a strong measure of control in legalized gambling.

Today, as throughout history, gambling is not confined to any economic stratum. Compulsive
gambling is recognized as a sickness, and such organizations as Gamblers Anonymous exist for the
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purpose of helping individuals suffering from this problem. The methods are similar to those used
by organizations that help alcoholics and overeaters.

Bibliography: Bergler, Edmund, Psychology of Gambling, rev. ed. (1984); Findlay, John M., People
of Chance: Gambling in American Society from Jamestown to Las Vegas (1986); Galski, Thomas,
ed., The Handbook of Pathological Gambling (1987); King, Rufus, Gambling and Organized Crime
(1969); Scarne, John, Scarne's New Complete Guide to Gambling (1986); Sifakis, Carl, The
Encyclopedia of Gambling (1989; repr. 1991); Times Mirror Press, ed., Gamblers Anonymous, rev.
ed. (1984); The New Grolier’s Multimedia Encyclopedia, Copyright - 1993 Grolier Electronic
Publishing; and "Gambling," Microsoft (R) Encarta. Copyright (c) 1993 Microsoft Corporation, (c)
1993 Funk & Wagnall's Corporation (with the gambling section written by Frank Ragland).

LOTTERY

Lottery: the distribution of prizes, usually money, as determined by lot or chance, to the winning
purchasers of lottery tickets. Lottery is considered a form of gambling, because the value of the
prize is greater than the cost of the ticket, and no skill is involved in winning. A lottery is a popular
form of gambling in which the players pay to participate, and the winners are determined by
chance. (It is also a method of selection, as in a lottery to choose which groups of men will be
conscripted into the army.) In most lotteries, players buy numbered tickets at fixed prices. Ata
subsequent drawing, the winning numbers are picked at random (by lot) or are selected on some
other unpredictable basis—such as the results of a horse race.

History
Lotteries are of ancient origin. Over the centuries, lotteries of various types have been organized for
a variety of purposes and have realized huge sums for their promoters. They were used in the
entertainments of the Roman emperors and later of the feudal princes of Europe. Governments
have frequently used lotteries as a source of revenue or as a supplement to, or substitute for,
taxation.

The first state lottery is believed to have been held in 1520 in France, where lotteries became an
important source of royal revenue. Private lotteries also flourished in France until 1776, when all
were suppressed or merged into the royal lottery. In Italy lotteries became popular after 1530, when
the city of Florence held one offering money prizes. The lottery was introduced in England in 1569
under the patronage of Queen Elizabeth I and in 1680, England held a historic lottery to raise funds
for improving London's water supply equipment. Spain developed the gordo, and Ireland, the
sweepstakes.

Lotteries suffered a decline in the 19th century. The frequency of fraud in the operation of private
lotteries resulted in their prohibition by many countries, and subsequently most public lotteries also
were discontinued. Great Britain ceased to employ the lottery as a source of public revenue in 1826.

Revenue-Raising Devices
Lotteries were still being used in the 20th century by some governments and by charitable and
religious institutions to raise revenue. During World War II the Soviet Union promoted the sale of
bonds by giving away a lottery ticket with each bond purchase. Perhaps the most popular of all
lotteries of this century has been the Irish Hospitals' Sweepstakes, established in 1930. Four of these
lotteries are held annually, each based on the outcome of a separate horse race, one of which is the
Irish Sweeps Derby. The first prize amounts to about $120,000. Although American laws forbid the
importation or distribution through the mails of lottery tickets, a large share of the Irish sweepstakes
chances are sold in the United States. Spain, Italy, and a number of Latin American countries hold
public lotteries. France abolished the national lottery in 1836 but reinstituted it in 1933. The first
legalized lottery to be held in the United States in the 20th century was the state lottery initiated by
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New Hampshire in 1963. New York State initiated a lottery in 1967, with profits from the sale of
chances going to help support public education. By 1985, 21 states were using lotteries to raise
funds.

A popular fund-raising activity of churches, fraternal organizations, trade unions, and social clubs is
the type of lottery known as a raffle. Another widely played form of lottery is the numbers game,
which is illegally operated in some U.S. urban centers by organized syndicates. Each day
participants place wagers on numbers of several digits chosen by the bettors; the winning number
is selected from widely published figures such as the daily total of dollars legally bet at a designated
racetrack. To divert funds from this illegal operation and channel this revenue into the state
treasury, New Jersey in 1975 instituted the first state-run numbers game in the U.S., using
mechanical devices to select the winning combinations. A number of other states have since
followed suit.

Lotteries have remained an important feature of life in other countries as well. In 1976, Canada
sponsored a lottery to help pay for the Olympic Games in Montreal; by the time the games started,
the lottery had netted an unexpected $200 million. Today that country has a number of provincial
and national lotteries. The Soviet Union introduced several national lotteries to help develop Soviet
sports and to finance construction of facilities for the 1980 Olympic Games.

(Bibliography: Adler, Bill, The Lottery Book (1986); Lang, John T., Digest of State Lotteries (1983),
Wagman, Robert, Instant Millionaires: Cashing tn on America's Lotteries (1986); The New Grolier’s
Multimedia Encyclopedia, Copyright - 1993 Grolier Electronic Publishing; and "Lottery," Microsoft
(R) Encarta. Copyright (¢) 1993 Microsoft Corporation, (¢) 1993 Funk & Wagnall's Corporation.)



II. THE STATUS OF GAMBLING IN MAINE

A. THE SCOPE OF GAMBLING IN MAINE

Gambling requires (1) consideration being given, either as a wager or as the price of playing the
game (2) in exchange for playing a game or betting on an event involving an element of chance
and (3) an opportunity for a reward. Gambling takes many different forms in Maine such as social
gambling, harness racing, Off-Track Betting, the lottery, Beano and Games of Chance. Some
activities in Maine are legal even though they involve consideration and chance, such as pinball and
electronic video machines, because no reward or prize (other than credits or points that can be
applied to a free replay) is offered. The opportunity for unlawful gambling activity exists when a
monetary payoff, prize or reward is made available.

What is commonly thought of as social gambling may or may not be legal. If two or more parties
are involved in an event involving consideration, chance and reward and there is not a third party
involved that profits from the activity regardless of the outcome, it is generally considered legal
social gambling. Office pools, Saturday night poker, or two or more people casually wagering on
the outcome of a sporting event, without a third party taking consideration for setting up the event
or operating the activity, is generally considered social gambling and not considered unlawful in
Maine.

Gambling in Maine, as an organized activity with third party remuneration, has been made legal for
the following;:

State: The Lottery is conducted by the state and includes joint administration of the Tri-State
Lottery with New Hampshire and Vermont.

Non-Profit organizations: Non-profit organizations operate Beano, Games of Chance,
and Electronic Video Machines (for credits only). These activities are licensed to a limited
category of organizations, prizes are limited and strict reporting of funds & activities is required.

Profit organizations: Persons or organizations can be licensed on a for-profit basis to
conduct pari-mutuel gambling on harness racing and off-track betting. The use of profits (after
required distributions) is not limited.

B. MAINE GAMBLING LAWS

The law of Maine clearly indicates that what is not authorized (in regard to gambling) is unlawful.
The legalization of gambling has been reserved exclusively for legislative policy. Maine’s gambling
laws include:

1. HARNESS RACING INCLUDING OFF-TRACK BETTING (8 MRSA §§’s 261-284)

a. _Legal Gambling Activity: ,
Pari-mutuel wagering on Maine horse racing and common pari-mutuel pools on interstate
simulcast racing is authorized at (1) racetracks and (2) off-track betting facilities. No minor
may legally wager.




There are two commercial racetracks licensed in Maine: Scarborough Downs in Scarborough
and Bass Park in Bangor. Since the enactment of legislation authorizing off-track betting
facilities, seven off-track betting facilities have been licensed. Six are currently in operation.

b. Licensing Agency:
Racetracks and off-track betting facilities are licensed by the Maine State Harness Racing

Commission.

C. Enforcement:.

v 'The Commission employs stewards who are state officials and are authorized to
cite violations of law and rules. Fines, suspensions and revocations are
authorized.

v 'The Harness Racing Commission has civil authority to enforce laws and
regulations relating to harness racing.

v If there is a harness racing criminal violation suspected, the Harness Racing
Commission refers such action to the State Police or local law enforcement
officials in that jurisdiction or to the Attorney General’s office. In some cases,
local law enforcement officials are unfamiliar with or do not have the time to
investigate criminal activity and refer the matter to the State Police.

2. GREYHOUND RACING (8 MRSA §§’s 301-302)

a. Legal Gambling Activity:
Greyhound racing is authorized for public exhibition and may not be interstate simulcast.
No gambling on greyhound racing is authorized.

b. Licensing Agency:

None.

c. _Enforcement:
Law enforcement officials.

3. LOTTERY (8 MRSA §§’s 371-387) AND TRI-STATE LOTTO COMPACT
(8 MRSA §§’s 401-422)

The Lottery operation in Maine presently has instant games and on-line games. The on-line games
include Tri-State Lotto.

The Maine State Lottery was established in 1973 by legislation and was approved by a state-wide
referendum of 154,000 to 90,000. Ticket sales began in June of 1974 for a 50 cent weekly draw
ticket called PLAY ME. 328,000 tickets were sold the first week. In June of 1975 the first instant
ticket, The Great Outdoors, was sold. In 1980, the weekly game was discontinued and a 3-digit
daily numbers game was started.

In 1985, the Tri-State Lotto Compact was approved by Maine, New Hampshire and Vermont. The
winner had to pick 6 numbers from a list of 30. The first winner of the Tri-State Lotto was from -
Maine and he won almost a million dollars. Also in 1985, a Pick 4 daily numbers game was added.
In 1986, Tri-State Lotto winners had to pick 6 numbers from 36 numbers and in 1988 the winner
had to pick 6 numbers correctly out of a field of 40 numbers.

In 1990 Tri-State Lotto added a Wednesday drawing. Also in 1990, Maine joined Lotto America with
a Wednesday and a Saturday drawing. The winner had to pick 6 numbers correctly from a field of
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54 numbers. In 1992, Maine dropped out of Lotto America due to low ticket sales. Lotto America
changed its name to Powerball.

Also in 1992, the Cash 5 game was started with a five out of 35 matrix and the Liquor and Lottery
operations were merged into a single agency by Legislation.

By law, the lottery must return a minimum of 45% of the money it receives back to the players. In
fiscal year 1993, 54% of the money was returned to the players in prizes. 31% of the money received
went to the General Fund, 7% went to operating expenses and 7% went to agent commissions.
Looking at dollar figures, in 1995, total sales were generated of $153 million. $88 million went to
prizes, $41 million went to the General Fund, and $10 million went agent commissions. (7he
rematning amount went to cost of goods sold and operating expenses. The operating expenses of the
Lottery Commission were 1.6% of sales or roughly §27: million for the fiscal year ending in June
1995 ) Recently, projected revenues from the lottery were lower than anticipated. It is not known if
that trend will continue.

In addition to the Tri-State Megabucks (run by the Tri-State Lotto Compact), Maine currently
operates two Instant Games (the $1 Instant and the $2 Instant) and three on-line games (Pick 3 &
Pick 4 which award prizes 6 nights a week and the Cash Game involving the picking of 5 numbers
and a card which awards prizes on Tuesday and Friday.)

a. Legal Gambling Activity:
The state administers a Maine lottery in which people may purchase tickets in hopes of
winning a prize. A person under 18 may not purchase a lottery ticket, but may receive a
ticket as a gift. An officer of the State Liquor and Lottery Commission and senior supervisory
employees may not purchase a ticket. Any spouse, child, brother, sister, parent or person
residing as a member of the same household (and living in the same place) as a commission
officer or senior supervisory personnel may not purchase a ticket.

v The lottery offers two different products that appeal to different people: on-line and
instant scratch tickets. Many players are very astute, they keep track of the games, pay-offs,
etc.

v There are 1,600 lottery agents.

v If the value of the prize is not declared beforehand, the IRS considers it constructive
receipt and taxes the winner on the total prize.

v The lottery provides jackpot winners with some general advice and recommends they
consult an attorney and/or financial advisor.

The state also administers the Tri-State Lotto.

b. Licensing Agency:
The State Liquor and Lottery Commission licenses agents to sell tickets.

c._Enforcement:
Fines, suspensions and revocations are authorized.
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4 PIN-BALL MACHINES (8 MRSA §§’s 441 - 450)

a. Legal Gambling Activity:
Pinball machines are authorized in Maine only for use as entertainment or amusement. They
may not dispense any form of payoff, prize or reward except free replays. No gambling on
pin ball machines is authorized.

b. Licensing Agency:

Municipal licensing.

c. Enforcement: ,
'The clerk of the municipality enforces violations with an appeals process to municipal
officers for revocation of licenses.

5. BEANO ORBINGO (17 MRSA §§’s 311-326)

a._Legal Gambling Activity:
Beano or bingo may be operated in the state by qualifying organizations for cash prizes of
no more than $400 in value for any single game and no more than $1,400 in total prizes on
any one occasion. Qualifying organizations include volunteer fire departments, agricultural
fair organizations, or non-profit charitable, educational, political, civic, recreational, fraternal,
patriotic, religious or veterans’ organizations or an auxiliary of these organizations. No one
under 16 may play the game. Any federally recognized Indian tribe may be licensed to
operate high-stakes Beano or bingo (for up to 27 weeks in a year) in which there is no limit
on the value of prizes; although there is a $25,000 limit on attendance raffle prizes.

The law is written to allow a non-profit organization that does not have a facility adequate
for a gambling environment to rent space to hold the games. The State Police, however, can
disallow expenses that are unreasonable. (e.g. they disallowed a $5,000 charge for 3 hour
use of a building.)

Although most people think of a qualifying organization as a familiar non-profit
organization, other non-profit organizations have been formed over the years within the
meaning of the currently worded statute. For example, A music organization runs Beano
games and uses the profits to send some members to concerts, etc. as well as to fund
scholarships. Another example was given of creative use of the statutes when a high school
student, upon graduation, created a non-profit organization to carry on the spirit of the class.
Two years later she started Beano games, bringing the revenues into the non-profit
organization. After 5 years , the class reunion was funded with this revenue.

Low Stakes Beano:

Low stakes Beano is commonly conducted in churches or other non-profit groups. Any non-
profit entity is eligible to offer a low stakes Beano game. It is tightly regulated by the state
— requiring licenses, location permits, etc. The operators of the game must be members of
the organization, winnings are limited and money-accounting is tightly regulated and the
licensees must disclose where the money is used. A recently new issue in low stakes Beano
involves shell non-profits: A dead organization is reactivated and used as a front for a Beano
license.

Money received from Beano must be used to (a) defray expenses that further the purpose

for which the organization is founded, (b) pay salaries for operation of the game up to 20%
of net revenue, (c) defray expenses to members for serious injury, illness, or casualty loss
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(upon application), and (d) may not be used to purchase alcohol or for the cost of activities
where alcohol is served.

High Stakes Beano:

High Stakes Beano is currently being conducted by the Penobscot Nation. The games must
be held on Indian land. The total prize amount per game or per session is unlimited. The
licensing cost is higher due to the higher regulatory cost. There is a 27 weekend per year
limit; but, currently it is too costly to keep the high stakes Beano games open for all 27
weekends. Old Orchard Beach has voted to pursue a license for operation of high stakes
Beano.

There is no requirement to disclose where the money received by the licensee is used.

b. Licensing Agency:
The Maine State Police.

c. Enforcement:
The Maine State Police.

6.  GAMES OF CHANCE (17 MRSA §§’s 330-347)

a. _Legal Gambling Activity:
A Game of Chance may be operated in the state by qualifying organizations for cash prizes.
Qualifying organizations include volunteer fire departments, agricultural fair organizations,
or non-profit charitable, educational, political, civic, recreational, fraternal, patriotic, or
religious organizations or auxiliary of these organizations. No one under 16 may play the
game.

Non-profit organizations operating Games of Chance have restrictions similar to low stakes
Beano: strict money-accounting, the operators must be members of the organization, limits
on prizes, etc. Some limits exist for raffles. Door prizes are excluded from regulation under
this law unless promoted by more than the words “Door Prize”.

There are 4 types of Games of Chance:
1. Pull tabs;
2. Games at fairs (dice, color wheel, etc.);
3. Slot machines, roulette (prohibited); and
4. Video gaming (generally prohibited).

Money received from Games of Chance may be used to (a) defray expenses that further the
purpose for which the organization is founded, (b) pay salaries, up to 20% of net revenue,
for the operation of the game of Lucky Seven played in conjunction with Beano?, (c) defray
expenses to members for serious injury, illness, or casualty loss (upon application), and (d)
may not be used to purchase alcohol or for the cost of activities where alcohol is served.

Games of Chance involve consideration, chance and reward. State law stated that a game of
chance is where a person wagers something of value, consideration, with an opportunity to

1 since the same people operate both games and it would not be realistic to separate what fraction of their time is used
for Beano and what portion of their time is used for Lucky Seven, the proceeds may be used to defray the salaries of
Lucky Seven operators when played in conjunction with Games of Chance.
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win something of value, reward, and chance is involved or present to a material degree. The
element of chance being involved “to a material degree” was not defined and was the cause
of the recent controversy involving Games of Chance. (See discussion below.)

Video gaming terminals appeared when non-profit organizations obtained legal authority to
use video gaming machines. There was a maximum limit on how many machines could be
operated. Video gaming can legally be played only for replays — you must earn a certain
number of credits in order to obtain a free game. Some non-profits are operating the games
illegally by allowing the bartender or some other employee to pay cash for earned credits.

Gray machines are video gaming machines that are used for unlawful gambling by offering a
monetary prize. Some actually dispense cash, but most just award credits that are exchanged
for cash. The distributor and the operator split the profits from the machine. There is
generally less than a 60% return to the player.

PVA tournament poker machines were the focus of the recent court case involving Games of
Chance. When asked whether video poker machines were Games of Chance, the State
Police said that they were illegal. The judge, however, indicated that the game of poker
involved more skill than chance and therefor did not involve “chance to a material degree”
and the poker machines were legal. If you looked at a continuum with chance being on one
extreme (e.g. slot machines) and skill being on the other extreme (e.g. a chess match),

poker is closer to the skill extreme than the chance extreme — it involves more skill than
chance. Because of that court case, the state redefined Games of Chance to include games in
which chance is an element of the rules of the game. (See 17 MRSA §330, sub-§2.)

b. Licensing Agency:
The Maine State Police.

c. _Enforcement:
The Maine State Police.

7. COMMON NUISANCE (17 MRSA §§’S 2741-2743)

a. Legal Gambling Activity:
“All places . . . resorted to for . . . gambling are common nuisances.”

b. Licensing Agency:

None.

c. Enforcement:
Law enforcement officials. Upon information filed by the Attorney General of the district
attorney or upon complaint filed by not less than 7 legal voters of the country, the Superior
Court may restrain, enjoin, or abate the nuisance. It is a Class E crime to keep, allow, or
maintain any building, place or structure declared by the Superior Court to be a common
nuisance. '

8.  UNLAWFUL GAMBLING (17-A MRSA §§’s 951-958)

a. Legal Gambling Activity:
Unlawful gambling activity means gambling activity not expressly authorized by statute. A
person engages in gambling if he stakes or risks something of value upon the outcome of a

14




contest of chance or a future contingent event not under his control or influence, upon an
agreement or understanding that he or someone else will receive something of value in the
event of a certain outcome.

Other than people licensed to conduct a raffle or operate Beano or a Game of Chance, it is
illegal to:

(1) profit from or advance unlawful gambling activity by engaging in bookmaking
(by receiving more than 5 bets totaling more than $1,000 in any 24-hour period) or receiving
money or written records from a person in connection with a lottery or mutual scheme or
enterprise other than a player whose chances or plays are represented by such money
(aggravated unlawful gambling) OR

(2) profit from or advance unlawful gambling activity. (Cunlawful gambling)

It is also unlawful to possess gambling records or gambling devices used in unlawful
gambling activity.

(See also discussion of video gaming and gray machines under Section 6, above.)

b. Licensing Agency:

None.

c. _Enforcement:
Law enforcement officials. It was noted that because of the State Police experience and
familiarity with gambling laws, local law enforcement officials often defer or refer unlawful
gambling matters to the State Police.

9.  INNKEEPERS AND VICTUALERS (30-A MRSA § 3833)

a. Legal Gambling Activity:
No innkeeper or victualer may have or keep for gambling purposes any dice, cards, bowls,
billiards, quoits or other implements used in gambling OR allow anyone else to use these
devices for gambling at the business.

b. Licensing Agency:

None.

c. Enforcement:
Law enforcement officials.

C. NATIVE AMERICAN GAMBLING IN MAINE

Native American tribes and state governments face legal, social and economic challenges in the area
of gambling. In recent years, many Native American tribes have developed or sought to develop
gambling on their native lands in an effort to stimulate badly needed economic development.
Generally speaking, Native American tribes operate as sovereign governments and state laws do not
apply on tribal lands. States, however, expect to have a role in the regulation and oversight of
gambling activities within state boundaries. In 1988, Congress enacted the Indian Gaming
Regulatory Act IGRA) “in an attempt to establish a regulatory structure that balances the rights of
states and tribes — states’ rights to maintain public health and safety and tribes’ rights to promote
economic development, self-sufficiency and strong tribal governments.” (States and the Indian
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