PROTEST

Pursuant to Article 2, Section 10, of the Constitution of the State of Kansas,
we hereby

protest the passage of Senate Bill 66 as Amended by the House Conmittee of the
Vol e.

The amendnment by the House Conmittee of the Whole to allow what are truly
privately

owned and operated casinos in Kansas under the guise of
is

unconstitutional, bad public policy, and injurious to many Kansans.

This bill was devel oped by the special interests, not in the light of day, but
behi nd the

scenes with only a select group of legislators. This bill did not receive a
public hearing at

which we, as legislators, could hear and receive the testinony, input and advice
from our

fellow citizens who m ght question and further advise us of the inpact of this
bill on our

comunities. W had virtually no way to hear fromour citizens in hearing the

t ot al

ram fications wthout additional expert advice that was clearly not available to
us.

The constitution of the state of Kansas states that our lottery ganmes nust be

‘' state-owned

and operated ’. This bill only requires that the state have operational

oversight of the lottery

machi nes; however, even its detailed provisions do not nesh with this policy
statenment. This

was witten into the bill to try to convince our judicial branch of governnent
that we were

following its prior decision. The Kansas |lottery has no direct involvenent in
the operation

of table ganmes in this bill. The contract nanagers will decide how many sl ot
machi nes are

to be placed in each facility, how nmany slot nmachines are to be operati onal

what ki nd sl ot

machi nes, what table ganes are open, in addition to numerous other decisions.
VWo is the

operator? Not the state as required by the Constitution of the state of Kansas.

managenment contracts’

The sl ot machines in the casinos that are authorized by this bill will dispense
the cash for
the winnings. The ‘‘contract managers’’ wll receive nore than 70% of the

recei pts after the

payouts to run their business and nake their profit. These
or nore

accurately called, casino operators, will receive profits of nore than

$50, 000, 000 per year

for each casino, an anpbunt far greater than what the state of Kansas, the

al l eged ' ‘ owner

and operator’’ of the casino operation receives. This is not synonynous with a
Kansas

busi ness owner/operator who is educated about their business and then proceeds
to go out

and negotiate a contract with another party that is beneficial to its business.
At best, we the

state of Kansas are only a silent partner without the authority to direct
operations.

contract nmanagers’



The ganbling interests who wote this bill will nmake mllions of dollars in
profits on the

backs of Kansas citizens. The m ni num paynent to the state fromthese
‘‘operators’’ is only

22 percent of the receipts, after payouts. Mich | ess than what other states
recei ve |like our
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nei ghboring state of M ssouri that receives 27 to 28 percent and is

contenpl ating increasing

its share, a prospect Kansas could not entertain once 15 year contracts are
entered into

under this bill. In a prior bill, House Bill 2055, that was acknow edged to be
witten by the

ganbling industry’s | obbyist, Kansas was to receive 24 percent. Consequently, in
| ess than

a week Kansas’ unknown negotiators gave away 4 percent of its revenue. Wat

ot her busi ness

owner/operator would act in this way to its financial detrinent?

The Governor appointed a special comiittee, the Governor’s Ganming Comrittee, to
study how gambling should be expanded in Kansas. This conmittee advised the
Kansas

| egislature to first create only one destination casino in Wandotte County and
then to

proceed in other areas of Kansas after conducting the appropriate feasibility
studi es. The

Kansas Lottery contracted with Christiansen Capital Advisors, LLC for a study of

ganbl i ng;
however, that study did not do an econom c inpact assessnment of the effect of
ganbl i ng on

Kansas conmunities as a whole. An interimlegislative comrittee did a study in
1995, but

the legislature did not follow up on its recomrendati ons. To date, the Kansas

| egi slature

has not contracted with any experts to provide it with i ndependent advice as to
how Kansas

shoul d structure its lawif it chooses to expand ganbling. The Kansas

| egi sl ature has not

sought | egal advice to determine if the privately operated casinos that would be
aut hori zed

by Senate Bill 66 would in fact be constitutional in [ight of the Kansas Suprene
Court’s

earlier ruling that required all gam ng operations in Kansas to be
and

operated.’’

Last year, the Kansas |egislature received a study conducted by Dr. Bill
Thonpson,

University of Nevada at Las Vegas, about how to expand ganbling in Kansas. Most
of his

suggestions were ignored. Instead, a coalition of |egislators appear to have
entered into a

pact with the casino industry to approve the bill the industry wote which

previ ous studies

had warned agai nst. The public policy issues raised when the amendnent to Senate
Bill 66

appeared on the House floor for the first tinme for public review were addressed
with cl osed

st at e- owned



ears, as all amendnments, regardless of merit were defeated, particularly those
t hat sought

to strike a fair allocation of the ganbling profits. A few of the fairness
anendments the

House added were | ater renoved by parlianmentary maneuvers in order to lock in
t he

ganbling industry's position. The Senate was presented with a bill that could
not be

amended.

Kansas now becones the only state in the nation to create the facade of owning
and

operating casinos. This bill does not fit the |egal requirements of our
constitution, that

requires a ‘‘state-owned and operated lottery’’. Despite the argunents of
ganbl i ng

supporters that econom c devel opnent would result, no studies were conducted to
show

that Kansas will be the beneficiary of any new econonic devel opment from at

| east two of

the four proposed casino |ocations. Testinony presented on other proposed

| egi slation

i ndi cated that econoni c devel opnent woul d not occur; however, the testinony was
di sm ssed

The proponents were quick to state that Kansas woul d receive incone from
ganbl i ng;

however, the sanme proponents had no informati on about the revenue Kansas, its

| arge and

smal | businesses, and its citizens would suffer when nillions are renoved from
our existing

econony through ganbling | osses and profits taken to |low tax states. The
proponents al so

had no informati on about the state’s costs associated with the expansi on of
ganbling. It is

wel I known that increased ganbling does result in nore bankruptcy, enbezzl enent,
t heft,

i nsurance fraud, divorce, suicide, and crimnal activity which increases our
costs of

government al operations, not to nention what individuals and busi nesses nust pay
from

their own pockets as a result of ganbling and the | oss of tax revenue from

exi sting busi nesses

that will |ose inconme to casinos.
In conclusion, we protest the enactnent of Senate Bill 66 because it |acks the
honesty

Kansans denmand of their public officials. It was passed pursuant to a seriously
fl awed process

that denied the public its right to know what was goi ng on behind cl osed doors.
It is

i nherently unconstitutional. Wiile it may be in the best interest of the
ganbl i ng proponents

who wote it, it truly is not in the best interests of the state of Kansas and
our citizens.

Respectfully submtted

Phillip B. Journey, JimBarnett, Karin Brownlee, Julia Lynn, Peggy Pal ner, Ral ph
Ostneyer, M ke Petersen, Susan WAgle and Dennis WI son



