5 4

of

.J 89/
93.4 STATE CONDUCTED LOTTER]ES \

GOVERNMENT
2 T
Storage VENT!

)y 1875
S 10T SHEARING

KANSAS STATE Ui Vanully BEFORE THE

SUBCOMMITTEE ON
CLAIMS AND GOVERNMENTAL RELATIONS

OF THE

COMMITTEE ON THE JUDICIARY
HOUSE OF REPRESENTATIVES

NINETY-THIRD CONGRESS

SECOND SESSION

FoSSve- - 1

lu'/

—
———
—
S—
_—
T
—
f——=
T—
—
—
—
—
.

ON

H.R. 6668 and Companion Bills

TO AMEND TITLE 18 OF THE UNITED STATES CODE TO
PERMIT THE TRANSPORTATION, MAILING, AND BROAD-
CASTING OF ADVERTISING, INFORMATION, AND MATE-
RIALS CONCERNING LOTTERIES AUTHORIZED BY LAW
AND CONDUCTED BY A STATE, AND FOR OTHER PURPOSES

Al1b00 bb41LLA

APRIL 24, 1974

SERIAL NO. 46

&

Printed for the use of the Committee on the Judiciary

U.8. GOVERNMENT PRINTING OFFICE
WASHINGTON : 1974

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO




COMMITTEE ON THE JUDICIARY

PETER W. RODINO, Ju., New Jersey, Chairman
HAROLD D. DONOHUE, Massachusetts EDWARD HUTCHINSON, Michigan
JACK BROOKS, Texas ROBERT McCLORY, Illinois
ROBERT W. EABTENMEIER, Wisconsin HENRY P. SMITH III, New York
DON EDWARDS, California CHARLES W. SANDMAN, Jr., New Jersey
WILLIAM L. HUNGATE, Missourl TOM RAILSBACK, Illinois
JOHN CONYERS, Ji., Michigan CHARLES E. WIGGINS, California
JOSHUA EILBERG, Pennsylvania DAVID W. DENNIS, Indiana
JEROME R. WALDIE, California HAMILTON FISH, Ji.,, New York
WALTER FLOWERS, Alabama WILEY MAYNE, lowa *
JAMES R. MANN, South Carolina LAWRENCE J. HOGAN, Maryland
PAUL 8. SARBANES, Maryland M, CALDWELL BUTLER, Virginia
JOHN F. SEIBERLING, Ohlo WILLIAM 8. COHEN, Malne
GEORGE E. DANIELSON, California TRENT LOTT, Mississippi

ROBERT F. DRINAN, Massachusetts
CHARLES B. RANGEL, New York
BARBARA JORDAN, Texas

RAY THORNTON, Arkansas
ELIZABETH HOLTZMAN, New York
WAYNE OWENS, Utah

EDWARD MEZVINSKY, Iowa

HAROLD V, FROEHLICH, Wisconsin
CARLOS J. MOORHEAD, California
JOSEPH J. MARAZITI, New Jersey
DELBERT L. LATTA, Ohio

JernoME M, ZEIFMAN, General Counsel
GARNER J. CLINE, Associate General Counsel
HerserT FrcHs, Counsel
HerperT E. HorFMaN, Counsel
WiLLiaM P, SHATTUCK, Counsel
H. CHRISTOPHER NOLDE, Counsel
ALAN A. PARKER, Counsel
James F. Farco, Counsel
MAvURICE A. Barnoza, Counsel
DaNiEL L. CoBEN, Counsel
FRANKLIN G. PoLk, Counsel
THOMAS E. MoONEY, Counsel

MICHAEL

BrLoMMER, Counsel

ALExaxpeR B, Coox, Counsel
CoxsTANTINE J, GERAS, Counsel
Arax F, Correy, Jir., Coungel

SuBcoMMITTEE ON CLATMB AND GOVERNMENTAL RELATIONS

HAROLD D. DONOHUE, Massachusetts, Chatrman

JAMES R, MANN, South Carolina
GEORGE E. DANIELSON, California
BARBARA JORDAN, Texas

RAY THORNTON, Arkansas

M. CALDWELL BUTLER, Virginia
HAROLD V. FROEHLICH, Wisconsin
CARLOS J. MOORHEAD, California
TRENT LOTT, Misslssippi

WiLLiasm P. SHATTUCK, Counsel
Arax F. CorFFey, JR., Associate Counsel

(11)




CONTENTS

Hearing held on April 24, 1974
Testimony of—
Batch, Ralph E., former director, New Jersey State Lottery
Carella, Charles C., executive director New Jersey State Lottery
Commission ot
Eilberg, Hon. Joshua, a Rt’presc*nt{lthe in Congress frt)m the ‘\tah‘ of
Pennsylvania
Findley, Hon. Paul, a Representative in Congress from the State of
L R L e e rnor g s
Prepared statement
Kaplan, Henry H., executive director, Bureau of State Lotteries,
Pennsylvania Department of the Treasury
Prepared statement
Lynch, William 8., Chief of the Organized Crime and Racketeering
Section of the Criminal Division, Department of Justice
Mahoney, George P., chairman, Maryland State Lottery Commission,
accompanied by Stanley 8. Fine, director, Maryland State Lottery..
Prepared statement
McMaster, John, president, New England Press Association and Pub-
lisher of the Public Spirit and the Fort Devens Dispatch, accora-
panied by William G. Mullen, National Association of Newspapers..
 Zpg i S oy B0 ) r e ) e e YO T s o (S S5t S T e
Powers, Edward J., president, National Association of State Lotteries,
and executive director of the New Hampshire Sweepstakes Commis-

Prepared statement
R%hglns. Herbert, director, Legislature of Michigan's Washington
e T L e e S T e e S S ST T e A
Prepared statement
Shannon, Russell W., Massachusetts State Lottery Commission
Additional material—
Statements and correspondence in support of the bills—
Affiliated Advertising Agencies International, resolution dated
April 20, 1974, addressed to Hon. Harold D. Donohue and Hon.
Peter W. Rodino, Jr
Benitez, Hon. Jaime, Resident Commissioner of Puerto Rico, letter
dated April 24, 1974, to Hon. Harold D. Donohue
Benitez, Hon. Jaime, Resident Commissioner of Puerto Rico, letter
dated April 24, 1974, to Hon. Peter W. Rodino, Jr
Boland, Hon. Edward P., a Representative in Congress from the
State of Massachusetts, prepared statement
Broomfield, Hon. William 8., a Representative in Congress from
the State of Michigan, prepared statement
Burns, Lloyd P., general manager, New Jersey Press Association,
letter dated May 9, 1974, to Hon. Harold D. Donohue__ - _.__
Cohen, Hon, William 8., a Representative in Congress from the
State of Maine, prepared statement
Cronin, William R., letter dated May 2, 1974, to Hon. Harold D.
Donohue
Fish, Hon. Hamilton, Jr., a Representative in Congress from the
State of New York, prepared statement
Ford, Hon. William D., a Representative in Congress from the
State of Michigan, prepared statement
Meskill, Governor Thomas J., Governor of the State of Connecti-
cut; prepared statement




v

Additional material—Continued
Oertel, William J., executive director, Ohio Newspaper Associa-
tion, letter dater May 2, 1974, to Hon. Harold D. Donohue
Patten, Hon. Edward J., a Representative in Congress from the
State of New Jersey, prepared statement_
Roneallo, Hon. Angelo D., a Representative in Congress from the
State of New York, prepared statement
Rooney, Hon. Fred B., a Representative in Congreas from the
State of PennS)lvania, prepared statement
Smith, Stanford, president, American Newspaper Publishers Asso-
ciation, letter dated April 17, 1973, to Hon. Peter W. Rodino, Jr-_
Statements and correspondence in oposition to the bills—
Evans, Governor Daniel J., Governor of the State of Washington,
letter dated May 24, 1974, to Subcommittee on Claims and Gov-
ernmental Relations e
Rosen, Professor Sam, Professor of Economics, University of New
Hampshire, prepared statement 5%
Appendix—
Appendix 1—
Cox, Louis A., General Counsel, U.8. Postal Service, letter dated
April 24, 1974, to Hon. Peter W, Rodino, Jr 135
Craig, Roger P., Deputy General Counsel, U.S. Postal Service,
letter dated November 21, 1973, to Hon. Peter W. Rodino, Jr.—__ 135
Hickman, Frederic W., Assistant Secretary for Tax Policy, letter
dated April 29, 1974, to Hon. Wilbur D. Mills 135
Wiley, Hon. Richard E., Chairman, Federal Communieations Com-
mission, letter dated May 13, 1974, to Hon. Peter W. Rodino,
B e e N A, L L N Y LN e
Appendix 2—
H.R. 6668, H.R. 1021, H.R. 1485, H.R. 1573, H.R. 1991, H.R. 2731,
H.R. 3412, H.R. 3503, H.R. 3806, H.R. 4140, H.R. 5421, H.R. 5875,
H.R. 6454, H.R. 6536, H.R. 6971, H.R. 7276, H.R. 7388, H.R. 7718,
H.R. 12235, H.R, 12443, H.R. 13130, H.R. 13250, H.R. 13388,
and H.R. 14320




STATE CONDUCTED LOTTERIES

WEDNESDAY, APRIL 24, 1974

House oF REPRESENTATIVES,
SuscomyrTrEE 08 CLAIMS AND
GOVERNMENTAL RELATIONS OF THE
COMMITTEE ON THE JUDICIARY,
Washington, D.C.

The subcommittee met at 10:30 a.m., pursuant to notice, in room
2237, Rayburn House Office Building, Hon. Harold D. Donohue
[chairman of the subcommittee] presiding.

Present : Representatives Donohue, Mann, Jordan, and Lott.

Also present: William Shattuck, counsel, and Alan F. Coffey, Jr.,
associate counsel.

Mr. Doxonve. This hearing will come to order.

We are meeting this morning for the purpose of considering H.R.
6668 and companion bills which have for their purpose the amendment
of title 18 of the United States Code to permit the transportation, mail-
ing, and broadcasting of advertising, information, and materials con-
cerning lotteries authorized by law and conducted by a State, and for
other purposes.

I would like to acknowledge at this time the presence of our able
and distinguished colleague from Pennsylvania, Hon. Joshua Eilberg,
as our first witness.

TESTIMONY OF HON. JOSHUA EILBERG, A U.S. REPRESENTATIVE
FROM THE FOURTH DISTRICT OF PENNSYLVANIA

Mr. EiLsere. Mr. Chairman, I thank you very much for calling me,
and I address you now for the sole purpose of introducing our witness
from Pennsylvania, and I understand he will be called in the regular
order,

1 simply want to say, Mr. Chairman and members of the committee,
that Mr. Henry Kaplan came from the private sector a few years ago
to government service in the State of Pennsylvania. He was a success-
ful businessman, and drawing upon his experience and good judg-
ment he became the executive director, the first and only executive
director of the Pennsylvania Lottery Commission. He set the com-
mission up, started the whole commission. The system is now earning
about $60 million per year, and he has engineered a terrific success
with this operation in Pennsylvania. And he comes here today to give
you the benefit of his experience. And I know that his testimony will
be worthwhile. I know the man and have been in contact with him
while he has been executive director of the commission, and I simply
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want to say that I thoroughly support the subcommittee bill. And T
lt_;p!&;ponsored it in the form of H.R. 3806, which is one of the companion
ills.
And I thank you very much for this opportunity, Mr. Chairman.
Mr. Doxonve. Thank you very much, Congressman.
We will now acknowledge the presence and call upon him as our
next witness, Hon. Paul Findley of Illinois.

TESTIMONY OF HON. PAUL FINDLEY, A U.S. REPRESENTATIVE
FROM THE 20TH DISTRICT OF ILLINOIS

Mr. Finprey, Thank you, Mr. Chairman and members of the sub-
committee.

I appreciate this opportunity to appear here today. I appreciate this
opportunity to explain the provisions of H.R. 12235, which differs
from the language of Chairman Rodino’s proposal. My bill would
permit the interstate mailing and broadcast of any information con-
cerning all the lotteries which are legal.

By way of background, T am president and majority stockholder of
the Pike Press, a weekly newspaper in Pittsfield, I11., with a circula-
tion of about 7,000. I have in my hand here lottery tickets for the State
of Massachusetts, and the State of New Jersey. These tickets, along
with lottery information from three other States, were received
through the mails through the Postal Service by an Illinois resident.
And here is a copy of a check for $25 from the Maryland State Treas-
urer’s office, and this check was mailed to that same individual as a
prize in the weekly drawing of the lottery.

Lottery application forms which I have in my hand here have been
received by this same ]})l‘rson in Illinois through the mails from Michi-
S

gan and New Hampshire in addition to New Jersey, Maryland and
Massachusetts. Although 18 USCA 1302 expressly forbids the mailing
of all lottery information, here is proof in my hand here that five of
the eight States which are currently conducting State lotteries are
violating that provision of the United States Code.

They are blatantly violating Federal law by sending this material
through the mail. Now, the other States with legal lotteries that are
conducted by State agencies may also be using the mails for this pur-
pose, but I am not aware of it. I have received a response from the
Department of Justice to my inquiry concerning these activities, The
letter, signed by Assistant Attorney General W. Vincent Rakestraw,
assured me that, quote:

The Department of Justice is aware of the practices of a variety of state
lottery agencies which involve the use of the mails and other interstate facilities
in apparent violation of federal criminal statutes. At the present time, the
Criminal Division is studying the problem and evaluating alternative courses
of prosecutive action.

All of the bills being considered today by this subcommittee attack
a situation which hinders the administration of State-operated, that
is legal, lotteries, and also newspapers and broadcasting stations
which are losing revenue or risking the violation of law because they
must, by law, refuse lottery advertising. However, just as some State
lottery agencies choose to ignore the statute and to blatantly violate
Federal law, some newspapers print whatever they desire. The Wash-
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ington Post of this city and the Star-News of this city have repeatedly
mailed issues of their newspapers carrying advertising such as these
for the Maryland State lottery.

I have here tearsheets from both the Star-News and Washington
Post including advertising which advertises the Maryland State lot-
tery, and these full-run editions, including the lottery advertising,
were carried through the mails in violation of law. Both the news-
paqers readily admit to carrying these advertisements in all editions,
including those which are mailed.

In response to an inquiry that I made, an official of the display
advertising department of the Star-News called the situation “ambigu-
ous”—I put that word in quotes—and said it was “not a significant
problem.” It is curious that a newspaper would regard the violation
of a Federal law as not a significant problem, but that is the way he
put it. An attorney for the Washington Post was indignant when he
was questioned by my office about my inquiry, and informed me that
the Washington Post management has “worked something out with
the Justice Department.” He refused to disclose whatever arrange-
ments he claims to have made with the Department of Justice.

In an inquiry I just made of the representative of the Department
of Justice in the hearing room today, he disclosed that the Depart-
ment of Justice has made no arrangement with the Washington Post.
(Clearly, both of these highly esteemed newspapers—one in a sense the
conscience of the Nation’s capital during the Watergate era—and both
of them very vigilant for the enforcement of law against everyone in
this country, including public officials and Members of Congress, are
nevertheless violating postal regulations. And equally clearly, the
Department of Justice is looking the other way.

But while the bills introduced by Chairman Rodino and others are
certainly a step in the right direction, they do not deal with the prob-
lems that I have cited. They do not go far enough. My bill is compre-
hensive. It would permit the advertisement of any legal lottery,
whether it is conducted by the State or not. This would include those
conducted by charitable organizations which are legal in the State in
which they are conducted.

While the Post and the Star-News, both of which have substantial
resources, including legal resources, carry these illegal advertisements
under the very nose of the Justice Department, small country news-
papers like the one in which I have an interest in Illinois are e ffectively
kept from carrying even small ads for the local legal church rafile.

I would like to place in the record, if T could, Mr. Chairman, a text
from the article of the March 1974 Illinois Publisher, which is a publi-
cation of the Tllinois Publishers Association, which warns small news-
paper publishers that they stand to lose their second-class mailing per-
mit if they carry a raffle advertisement for a charitable organization.
I will not read the text of the article.

Mr. Doxonve. It may be inserted.

[See “Fund Raising Raffles Can’t Be Advertised” of Hon. Paul
Findley’s statement at p. 5.]

Mr. Fixprey. Thank you, Mr. Chairman.

This article could have noted that large newspapers commonly
carry advertisements for State lotteries with not so much as a word of
warning from the Justice Department.
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By bill would permit newspapers and broadecast stations to carry
lottery information with no regard for State boundaries. It is obvious
that radio signals do not respect political boundaries. It is also
equally obvious that even the smallest country newspaper does have
some circulation beyond the borders of the State in which it is pub-
lished, and it is impractical for a newspaper, of small size at least, to
alter the content of the publication just to satisfy a limitation on the
legality of lottery information. And to prohibit a radio or television
station from broadcasting lottery information simply because of the
strength of its transmitter or its proximity to a State boundary, I
think, is unreasonable.

My bill, like the others being considered here today, makes no moral
judgment about lotteries, The establishment of a State lottery is a deci-
sion which is made by the individual State legislature. A national
lottery would be another matter, but is not the subject of the hearings
today. Personally, I do not believe that a lottery is a desirable way to
raise revenue for any level of government, but T do think that once a
State has adopted this method information concerning that lottery
should be permitted to be broadeast and should be permitted to be car-
ried in publications through the mail.

I do not believe that my bill would, as some have charged, force
States not having a lottery to get into the business of establishing one.
Citizens of States not having lotteries are already being solicited, as
[ have noted, for participation in out-of-State lotteries, as evidenced
by the materials I have displayed here today.

The illegality of these activities has not deterred those who wish to
gamble. A law rendering these activities legal would not automatically
make gamblers of those who are not already so inclined.

By this argument, one would expect California and other States sur-
rounding Nevada to legalize gambling because of the money taken
from these States by Nevada gambling establishments. This has not
happened, and there is no reason to believe that anything similar
would occur in States not having legal lotteries. However., if this fear
remains and a stricter bill is reported, it should be coupled with a stern
ildmonition to the Justice Department to prosecute all who violate the

aw.

Thank you, Mr. Chairman.

[The prepared statement of Hon. Paul Findley follows:]

STATEMENT BY HoN. PAUL FINDLEY, A REPRESENTATIVE FROM THE STATE oF ILLINOIS

Mr, Chairman: I appreciate the opportunity to appear here today to explain
the provisions of H.R. 12235, the bill which I have introduced to permit the
Intfrstate mailing and broadcast of any information concerning all legal lot-
teries,

I am the president and majority stockholder of the Pike Press, a weekly news-
paper in Pittsfield, Tllinois, with a circulation of about 7,000,

I have with me lottery tickets for the Massachusetts and New Jersey State
Lotteries, They, along with lottery information from three other states, were
received through the mails by an Illinois resident. This is a copy of a check for
$25 from the Maryland State Treasurer's office, mailed to the same individual
as a prize in the weekly drawing.

Lottery application forms have been received by him from Michigan and New
Hampshire in addition to New Jersey, Maryland and Massachusetts.

Although 18 USCA 1302 expressly forbids the mailing of lottery information,
here is proof that five of the eight states currently conducting state lotteries
are doing just that.
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They are blatantly violating Federal law by sending this material through the
mail. Other states with legal lotteries may also be mailing lottery materials, but
I am not aware of any such activities outside the five states which I have
mentioned.

I have received a response from the Justice Department to my inquiry con-
cerning these activities. The letter, signed by Assistant Attorney General W.
Vincent Rakestraw, assured me that, “The Department of Justice is aware of
the practices of a variety of state lottery agencies which involve the use of the
mails and other interstate facilities in apparent violation of Federal criminal
statutes. At the present time, the Criminal Division is studying the problem and
evaluating alternative courses of prosecutive action.”

All the bills being considered today by this subcommittee attack a situation
which hinders not only the administration of legal lotteries, but also newspapers
and broadeasting stations which are losing revenue because they must, by law,
refuse lottery advertisements.

However, just as some state lottery agencies choose to ignore the statute,
some newspapers print whatever they desire, The Washington (D.C.) Post and
the Star-News have repeatedly carried advertisements such as these for the
Maryland state lottery.

Both papers readily admit to carrying these advertisements in all editions,
including those which are mailed. The display advertising department of the
Star-News calls the sitnation “ambiguous” and said it was “not a significant
problem.” A counsel for the Washington Post indignantly questioned the motives
of my inquiry and informed me that the Post management has “worked some-
thing out with the Justice Department.” He refused to disclose whatever ar-
rangement he claims to have with the Department,

Clearly, both of these highly esteemed newspapers—one the conscience of
the Nation's capital during the Watergate era—are violating postal regulations.
And equally clearly, the Department of Justice is looking the other way.

I applaud the interest in this problem shown by Chairman Peter Rodino and
his acknowledgment that a change in the statutes is necessary.

But, while the bills introduced by Mr. Rodino and others are certainly a step
in the right direction, they do not deal with the problems I have cited.

My bill is comprehensive. It would permit the advertisement of any legal
lottery, whether it is conducted by the state or not. This would include those
conducted by charitable organizations which are legal in the state in which
they are conducted.

While the Post and Star-News, both of which have substantial legal resources,
carry these illegal advertisements under the very nose of the Justice Department,
small country papers are effectively kept from carrying even small ads for the
local legal church raffle.

This is an article from the March 1974 Illinois Publisher, a publication of the
Illinois Publishers Association, which warns small newspaper publishers that
they stand to lost their second-class mailing permit if they carry a raffle
advertisement for a charitable organization.

“FUND RAISING RAFFLES CAN'T BE ADVERTISED”

“Dick Cardwell, Hoosier Press Association legal counsel, was asked this
question :

‘In your February 11 Bulletin, you discussed the federal court decision abont
lottery winners. I'm afraid the “legalese” wasn't too helpful to our specific
problem. Our newspaper has been a strong supporter of a country festival and
we'd like to continue to promote its activities. The festival's board of directors
this month decided to raffle off a compact car as a money-making project. How
can we mention the fact this raffle has been planned? How much discretion
does the local postmaster have in permitting publication of news items telling
about these plans?’

“Cardwell replied :

‘The item may have been “legalese’” because this question is in legal flux at
this time. Federal eriminal postal laws (18 U.8.C. 81302) quite clearly prohibit
newspapers from containing any “advertisement” of any lottery or “any list
of prizes drawn or awarded . . . whether said list contains any part or all of such
prizes.” Violation subjects one to fines up to $1,000 or imprisonment up to two
vears, or both., The Postal Service has administratively interpreted “advertise-
ment” broadly to include any mention of a lottery, either as a paid ad or in a
news story.
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‘Broadcasters in states where there are state-conducted lotteries have been
frying to get determinations of their rights to mention them in the face of a
cerimingl statute similar to that relating to newspapers (18 U.8.C. 81304) and
under regulations of the Federal Communications Commission.

‘One federal appeals court (Second Circuit Court of Appeals) said that pro-
hibition of broadeasting “any information concerning any lottery” was too broad
when subjected to First Amendment attack and limited the scope of the federal
criminal statute to information “directly promoting a particular existing
lottery.”

‘Another federal appeals court (Third Cireuit Court of Appeals) said last
January that a FCC statement prohibiting announcement of a winning number
in a state-conducted lottery was unconstitutional. It said, further that the
statutory prohibition had to be limited to paid advertising.

‘Federal appeals courts do not have to agree with one another, just as state
courts are entitled to their own interpretations of the law. The U.S, Supreme
Court often notes disagreements among federal circuits, or state courts, and
brings them into uniformity with a decision. It might do this in the Third Circuit
court case, which is on appeal.

‘So, what can you mention about the festival’s raffle? Our advice in the Feb-
ruary 11 Bulletin was that we would not want to rely on the latest decision as
“gospel” or make the assumption it invalidates anti-lottery provisions in Indiana
laws, That's exactly what we meant, We wouldn’t mention anything about it and
if the festival can't come up with a better fund-raising idea than an illegal
scheme, that's its fault.'"”

This article could have noted that large newspapers commonly carry adver-
tisements for state lotteries with not so much as a word of warning from the
Justice Department.

My bill would permit newspapers and broadeast stations to earry lottery infor-
mation with no regard for state boundaries. Radio signals do not respect political
boundaries. To prohibit a radio or television station from broadcasting lottery
information simply because of the strength of its transmitter and its proximity
to a state boundary is unreasonable.

My bill, like the other being considered here today, makes no moral judgments
about lotteries. The establishment of a state lottery is a decision which is made
by the individual state legislature. A national lottery would be another matter,
but such is not the subject of these hearings. I do not believe that a lottery is a
desirable way to raise revenue, but I do think that once a state has adopted this
method, information concerning that lottery should legally be permitted to be
broadeast or published.

I do not believe that my bill would, as has been charged, force states not having
a lottery into establishing one, Citizens of states not having lotteries are already
being solicited for participation in out-of-state lotteries as evidenced by the mate-
rials I have displayed here today. The illegality of these activities has not de-
terred those who wish to gamble. A law rendering these activities legal would
not automatically make gamblers of those who are not already so inclined.

By this same argument, one would expect California and other states surround-
ing Nevada to legalize gambling because of the money taken from these states
by Nevada gambling establishments, This has not happened and there is no rea-
son to believe that anything similar would occur in states not having legal
lotteries.

However, if this fear remains and a stricter bill is reported, it should be
coupled with a stern admonition to the Justice Department to prosecute all
violators.
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“ONilicKET

Pick your own
number:
Write yourown
ticket.

You can win up to $100,000 in the N.H. Sweepstakes
with your favorite 5-digit number when you buy
UNITICKET for 52, 24, 12 or 6 weeks. Use your phone
number, your birth date, wedding anniversary date or
any other 5-digit combination. Only five digits to
match to win big. Also many weekly winners of $200,
$20 and $10. UNITICKET makes o great gift forany
occasion. Win up to $100,000. Winners every Friday.
No need to watch the weekly winning number. You
will be notified when you win. It's automatic. It's great,
It's UNITICKET.
I WANT MY UNITICKET® NUMBER FOR

6 weeks, $3.00 [ 29 weeks, $12.00

12 weeks, $6.00 L1 52 weeks, $25.00

R 4

vy
BT 3 Y D R 0 R R N T DN T O D AR T R O N N R DR

Not volid until confirmed by N.H. Sweepstakes Com-
mission. Confirmation will be submitted within 3 weeks.

Name
Address
Chy ’ e e
LU S T W O R ) e

(1 Cash [J Check ] Money Order
HERE ARE MY 3 CHOICES OF 5-DIGIT NUMBERS:

1st choice

Znd choice

3rd cholce: —

Present this form to any authorized Sweeps agent or to
Sweeps office, Concord, N.H.
N.H. SWEEPSTAKES COMMISSION
125N. Main §t. Concord, N.H. 03301 (603)271-3391

Millions in aid to education since 1964

093







APPLICATION
Order your
SeasonTicket now.

its agreat
new way to play.

You can’t miss a chance to win!

The Season Ticket gives you automatic entry into
every Weekly Drawi r the time period you buy
(ranging from 10 10 52 weeks)

MASSACHUSETTS 02202

We tell you if you win |

Mo need to check the Winning Weekly Game Number
bacause winnings are automatically and promptly
torwarded to you. You'll even be notified if you
bacome eligible 10 participate in the Million Dollar
Game. That makes the Season Ticket the perfect

way for oul-of-staters to play The Game!

STATE TREASURER'S OFFICE
100 CAMBRIDGE STREET

BOSTON,

You can pick your own lucky number!
For the first time an choose the number or num-
bers. Play ense number birth date the
C!"I||I‘_1I'!"' £ ANy ¢ (rmum'ill{m of B-digit num-
bers thal makes yo

It's a great new gift idea!
What other gift could turn |run a million dollars
($50,000 a year for "(J yedr5|

HOW TO WIN. Eoch we
NEEKLY GAME ond

PLEASE PRINT

H‘F!l“’ GIH\E
For emample, if the Winn EEKLY GAME NUMBER Is 12345

MlluoN DOLLAR GAME
LAR NUMBER i 7895
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Print Clearly in Spaces Provided!
ALLOW APPROXIMATELY 3 WEEKS FOR PROCESSING THIS APPLICATION

SUBSCRIPTION APPLICATION

{(Applicants must be al least 18 years of age)
Complete the entire form for ail new and renewal applications.
NAME TD APPEAR ON SUBSCRIPTION

PHRFSERE l L O CELCE LT T T
[ [ "T'[ ] TI—U' 1]
[ 1 l i e S 1

[T “eevense s

PAYMENT

bmwd apphcation 10 Maryland State Lotiary Mﬂ"p al address on reverse side. Detac a;;..uﬂ s Recopt & Record snd relain. Enclose check of moasy
uﬂ«nma Then fold application in hafl from top o bofin ﬂx‘dmﬂmlhﬂqﬂﬁim rmdy seal By submitting Mis applicaton the apphcant agroes 1o
pbace by The rubes of the lhryhnd State Lofery Dq‘hn\-nv‘ and Ey changes In prire structure authorized by the Commission

© APPLICANT'S
RECEIPT AND

mem oo Rl SUBSCRIPTION
7 84 APPLICATION

L

5] L &=

Gheck mﬂl A Paid Bigrature Daie

Mzke check cr money order payable to! Address corfospondence o
MARYLAND ETATE LOTTEH\‘ AGENCY Sylta 350—The Aolundse—T11 Wes! 40th Street—Balimors, Md e

M this appiication is mmdbylhd Maryland State Lottary Agency, within ap
Subscription Holder will recsive of ‘Ihis m ol a
Mngmmawuluy ‘r\mmwm mddummwlmuwwbmﬂwm-mimj v-'ld HI-I
hwldmdn s of omissiona Lhe Ag.wvmn!lmuubam but shali issve correctsd
ameotorwluwupcn-ﬂrw fequest and the retum of the car n:lmodm“ar Actusi
dum-ﬁnm.ﬂdemmmmhr-ﬂpum(ﬂmmlmdndl'\o

3
e




A Great New
Way to Playl

SUBSCRIPTION
| APPLICATION

TR

YOU CAN'T MiSs
A CHANGE

IT'S A GREAT NEW GIFT IDEA!

E OF MARYLAND
1IE ROTU!

ORDER YOURS TODAYI

HOW YOU WIN

LS SUM




Application N

B 091614

DESIRED LOTTERY

L__j.-‘ H_‘__

)FF THE RECEIPT AT

WITH YOUR CHECK OR

B 091614

PLAN DESIRED

LOTTERY NUMBERS SE
1 I" s 4 TI ™1

E
|
L

SUBSCRIPTION APF

Lifetime Club

Chance of a

NUMBERS

[

[T o

H ( E
{E PERFORATED LIN FORWAR THE UPPER PAR
) s E

ATION FOR

MONEY ORDER TO: The State of Michigan, Drawer E

LECTED
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: 123 ] 456 |
The Chance of a Lifetime
Fill out this application and enclose your check or
money order to cover the plan you desire, and you
will automatically be entered every week in the
“World's Richest Lottery.” Allow 3 weeks for
delivery of your membership, which will indicate

your two assigned lottery numbers and the dates of
drawings for which you are eligible,

Here's how you win: For example if the weekly
Winning Numbers are: 4586]. . .you are a
$25 winner if you have either of these numbers
shown on your membership such as:

|123“649|or|456”721|
|537”123|0r|834”458l

Prize checks will be forwarded to Club members
automatically. If both sets of numbers match both
Weekly Winning Numbers, such as:

1122“4§§|0r|4§§|@

...you will qualify and be invited to a Super
Drawing. All qualifiers will win one of the Super
Drawing Prizes:

$200,000 (One Winner)
$ 50,000 (Variable)*
$ 10,000 (Three Winners)

*Each Super Drowing will have ot least one $50,000 prize
with another $50,000 prize odded for each Qualifier above
five.

Winners of $25 are eligible for a subsequent
elimination drawing to determine 120 semi-finalists
for a Million Dollar Drawing. Semi-finalists are
notified by the Bureau of State Lottery and invited
to compete for the following prizes:

$1,000,000 (One Winner)
$ 100,000 (One Winner)
$ 50,000 (One Winner)
$ 5,000 (Seven Winners)
$ 1,000 (110 Winners)

Join the “Chance of A Lifetime” Club and
participate in the “World's Richest Lottery” every
week. Club memberships make perfect gifts for
special occasions. Get in on the fun today!!
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CONGRATULATIONS !

You are a winner i the Ma v Lind State Lottery

Enclosed is your check Tor having one of the correct winning
combinations in the Lottery

Save it or spend it

but we hope you use part of it 1o play the Lottery again,

Your check has a letter 1o the right of your name that indicates
which winning combination your ticker had that coincided with
the winning number drawn by the Lottery

EXPLANATION:

code
A You had the correct 6 digit match in the Weekly
Drawing. You've won $50,000,

B.or C. You matched correctly S digits in the Weekly Draw -
ing. You've won $1,000. '

D. or E. You matched correctly 4 digits in the Weekly Draw-
ing. You've won $100.

You matched correctly 3 digits in the Weekly Draw-
ing. You've won $25.

You matched correctly the two center digits in the
Weekly Drawing. You've won $5.

You will be a participant in the Million Dollar Draw-
ing. This check is your $500 payment.

You were a weekly qualifier in the Million Dollar
Preliminary Drawing. You had two correct serial dig-
its. You've won $100

You were a Lottery Number Scramble Winner having
all the proper digits, but not in exact order, You've
won $35

You were a Serial Number Scramble Winner having
all the proper digits, but not in exact order. You've
won $35.

If your ticket won more than one prize, a separate check will
be issued. The enclosed check is payment in full onlv for the
prize indicated by the letter. If you have further questions,
please check the "How to Plav" folder available wherever Lot-
tery Tickets are sold. IT your guestions are still unanswered,
check with the nearest Lottery Claims Center.

Thank you again for playing the
Lottery. Good luck. We hope you
play again and win again

P.S. While winnings in the Lottery
are exempt from Federal Excise
Tax, they are subject to State and
Federal Income Tax.
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[Th‘(- following is extracted from a full-page advertisement, which appeared in
the Washington Post, Jan. 3, 1974:]

On sale in all Maryland
Drug Fairs

The
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[The following is extracted from a full-page advertisement, which appeared in
the Washington Star-News, Jan. 16, 1974:]
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Mr. Doxonue. Thank you.

Any questions, Mr. Lott ? E

Mr. Lorr. No, sir. I would just like to thank the gentleman for his
testimony.

Mr. DoxonuE. Any questions from counsel ?

Mr. Suarruck. No, Mr. Chairman.

Mr. Dovonve. Our next witness, if he is present, will be our es-
teemed colleague from Maryland, Hon. Lawrence Hogan.

Mr. Smarrvek. Mr. Chairman, I believe Mr. Hogan has left the
room, but he left his statement with the subcommittee which can be
placed in the record.

Mr. Doxorve. If there is no objection, it will be made a part of the
record.

[The prepared statement of Hon. Lawrence J. Hogan follows:]

STATEMENT OF HoN. LAWRENCE J. HOGAN, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF MARYLAND

Mr. Chairman, my name is Lawrence J. Hogan and I represent Maryland's 5th
Congressional District.

As the sponsor of H.R. 13250, a bill to exempt State-conducted lotteries from
certain prohibitions of Federal law, I am pleased to see this Subcommittee
holding hearings on a matter of growing importance.

Title 18 of the United States Code contains several sections regulating the
transmittal of lottery information, which in my opinion should be amended in
order to respond to the realities of State-conducted lotteries which were not
contemplated at the time these provisions were enacted.

The current Federal law prohibits the mailing of lottery tickets or the use
of mail for the notification of winners or payment of prizes. The law also pro-
hibits the transportation across state boundaries of any potential claim to a
gambling prize. Thus, states with legal lotteries which appeal to the out-of-state
market usually require that names and addresses be recorded on the tickets and
that the tickets themselves be left inside the state. Receipts are issued as records
of tickets, but do not represent claim instruments. The procedure is costly and
annoying to many potential players,

Federal statutes also ban the transmittal of lottery information across state
lines, either by newspaper or radio and television broadecasting. Newspapers are
permitted, however, to carry the winning numbers; radio and television, by a
ruling of the Federal Communications Commission may not even transmit this
limited information.

While these prohibitive statutes are on the books, they are not now being
enforced. To me, this is hypoeritical. There have also been many instances of
the unfairness with which the federal anti-lottery laws have been administered.
For example, in August, 1964, an Elmira, New York, resident was arrested and
charged with violation of the Interstate Transportation of Wagering Para-
phernalia statute. He had purchased 75 New Hampshire Sweepstakes tickets in
Kenne, New Hampshire, and transported the acknowledgements back to Elmira,
New York. In October, 1968 he was finally acquitted. This arrest received nation-
wide publicity and seriously damaged the sales of tickets for the New Hampshire
Sweepstakes, In spite of the millions of tickets that have been taken across
State lines, this man has been the only one singled out for prosecution under this
Federal statute as far as the activities of the State legalized lotteries are
concerned.

Mr. Chairman, it is apparent that many states are getting into the lottery
business, not only to raise much needed revenues, but also in an effort to com-
pete with organized crime for the gambling dollar. Eight states have launched
lotteries in the past decade, and another twenty are expected to follow suit in
the next few years. Hence there is a need for a change in the Federal laws
which impede the operation of those lotteries which my bill provides for.

I strongly believe that the federal and state governments should be working
closely together to insure that State legalized lotteries are operated in the public
interest. This can be accomplished only through free dissemination of informa-
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tion by the media and by joint cooperation on security, prize distribution and
financial accountability. It is self-defeating for the Federal government to re-
strict and impede the decision of sovereign states to raise supplemental revenue
through lotteries, Paradoxically, we, at the same time engage in revenue sharing
programs through LEAA and faster cooperative federal-state efforts to combat
illegal gambling activities by organized crime.

It makes little sense for the federal laws to exempt pari-mutuel racing and to
deprive the use of the mails, radio and televison to State lottery programs. The
absurdity is manifested by the nightly broadeast of daily double resunlts at
private dog and horse tracks while the public is denied the right to be informed
of the weekly lottery number in a state-run lottery.

The 91st Congress enacted legislation, P.L. 91452, to establish the Commis-
sion on the Review of the National Policy Toward Gambling. The purpose of
this Commission is to review and evaluate existing federal statutes as they
relate to gambling and make the appropriate recommendations to Congress. I
was appointed to this Commission and have been fortunate to participate in its
activities. On April 3, the Commission held hearings here on Capitol Hill and
called in experts in the fleld of State-conducted lotteries to furnish input for
their evaluation of State lotteries. Many of those witnesses made reference to
the need to abolish these restrictive statutes.

Mr. Edward J. Powers, Executive Director of the New Hampshire Sweepstakes
Commission had this to say :

“There are many bills now pending in Congress to amend the federal anti-
lottery laws to permit sovereign states free access to interstate channels of
communication, including the use of the mails, radio and television. The partici-
pation of millions of citizens each week in legalized state lotteries makes it
virtually impossible for the current Federal lottery laws to be fairly and impar-
tially enforced. The time has come for a Commission such as yours to recognize
the need for change and to help bring these laws into the 20th Century. We urge
that you recommend the Congress, particularly the House Judiciary Committee,
take prompt and favorable action to reconcile the many inconsistencies with the
realities of present day society.”

The Commission also heard from Mr. James L. Slicher, the former Director
of the Maryland State Lottery. Mr. Slicher expressed similar sentiments.

“Federal statutes and regulations restrict us in a number of areas. We are not
able to reach the mass markets by use of electronic media and newspapers that
have extensive mailings out-of-state circulation, are required to replate at addi-
tional expense. We have difficulty in notificaton and education of unclaimed
winners due to these restrictions.”

There was a time in this country when lotteries were permitted to freely pub-
licize the results of their drawings. The original 138 colonies established revenue-
raising lotteries and several of the Nation’s oldest universities trace their finan-
cial origins back to 18th Century lottery wheels. By 1830, authorized and unau-
thorized lotteries collected an estimated $60 million, five times the estimated
Federal budget at that time, A series of scandals, however, turned publie opinion
and the Congress against lottery promotion, and by 1900 the legal lottery had
disappeared.

Mr. Chairman, my bill, H.R. 13250, and others before this Subcommittee, would
exempt State-conducted lotteries from certain prohibitive sections of Federal
law. More specifically, my bill would amend Title 18 of the USC, Section 1084, to
make it clear that nothing in that section would preclude the transmission of
lottery information interstate as long as the information emanated from a juris-
diction where the lottery is State-conduected and is transmitted into a jurisdiction
which permits bets or wagers on the former State's lottery.

Additionally, Section 1307 (a) of my proposed legislation would render Section
1301 nugatory with respect to State-conducted lotteries. Thus the interstate
transportation of lottery tickets, advertisements, and prize lists would be per-
mitted generally. Inasmuch as the proposed Section 1307 (a) does not indicate that
the tickets, ete., must be transmitted solely under the authority of an appropri-
ate state agency, a private individual would also be protected if he transports
legal lottery tickets interstate. Moreover, a private individual would also be
protected if he transports the ticket to any jurisdiction even though that jurisdiec-
tion may not permit the placing of bets on lotteries., Finally, any person who
receives such tickets would be protected even if betting on lotteries were not
permitted in his State as long as he receives a ticket originating from a State
where State-conducted lotteries are permitted.
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My proposed Section 1307 would insure that lottery information could be
broadeast over radio and television generally. The absence of a provision to the
effect that the broadcast must emanate from a station located within the juris-
diction where the State-conducted lottery is intended to mean that a station
located In any State would be protected in broadcasting lottery information as
long as that information pertained to, or was originally authorized by, the ap-
propriate agency or another jurisdiction where State-conducted lotteries are
permitted.

The FCC is given concurrent jurisdiction with the Department of Justice,
with respect to Section 1304 of Title 18, USC. This has been held evident in the
case of FOC v. American Broadcasting Company in 1954. My Dbill would also
preclude this section from applying to any State-conducted lottery. A

Mr. Chairman, the heart of the problem relates to the inconsistent efforts of
the Federal Government to enforce these laws.

I am certain you will agree that laws must have the respect and support of the
people if they are to be effectively enforced.

Mr. Doxonue. Our next witness will be Mr. William S. Lynch of
the Department of Justice. He is Chief of the Organized Crime and
Racketeering Section of the Criminal Division.

TESTIMONY OF WILLIAM S. LYNCH, CHIEF OF THE ORGANIZED
CRIME AND RACKETEERING SECTION OF THE CRIMINAL DIVI-
SION OF THE DEPARTMENT OF JUSTICE

Mr. Ly~ca. Thank you, Mr. Chairman.

My name is William S. Lynch. I am Chief of the Organized Crime
and Racketeering Section of the Criminal Division of the Department
of Justice, and I am representing Attorney General Saxbe, whom you
asked to appear before you to present the Department’s position on

H.R. 6668 and companion bills.

It has long been the policy of the Federal Government to refuse to
permit any facility of interstate commerce or transportation to be used
to disseminate lottery material and information. Federal laws designed
to suppress such interstate lottery traffic go back to June 8, 1872. Sub-
sequent statutes were enacted by Congress in 1895, and, using the 1872
statute as amended in 1890, have been incorporated into the statutes
currently known as 18 United States Code 1301, 1302, 1303, 1304, and
39 United States Code 3005.

Congress originally enacted these laws to counter the deleterious
effects of the Louisiana lottery. Promoters of the Louisiana lottery
attempted to attract participants not only from Louisiana but also
from other States through mail transactions.

This activity threatened to increase when the Louisiana lottery an-
nounced it would move its operations to the high seas after its fran-
chise by the State of Louisiana terminated. Outbursts and protests
from victimized States whose citizens were being harassed by un-
solicited lottery materials resulted in congressional action. This series
of events occurred in the 1890’s.

From the date of the original statutory enactments, betting activi-
ties, not only from the Louisiana lottery, which conducted its opera-
tions outside the U.S. boundaries, but also from European lotteries,
substantially and effectively evaded the use of the mail to solicit par-
ticipants from among the U.S. citizenry.

Furthermore, illegal lottery operations were springing up within
the United States. Such activities were interstate in character, utiliz-
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ing the rapid communications systems and facilities of interstate
travel to advance their lottery schemes across State lines.

The ingenuity of these lottery operators, both from abroad and at
home, spurred Congress into enactin legislation designed to curtal
these evasive and illegal operations. %Sing the original 1890 statute,
as amended in 1895, Congress extracted its basic tenets proseribing the
Importation, interstate transportation, and the mailing of any lottery
advertisement for incorporation into our present antilottery statutes.

These statutes were all enacted in an environment of hostility to-
wards lotteries when most, if not all, States prohibited the chartering
and operation of lotteries. By contrast, a number of States today are
legally operating lottery programs, planning to operate them, or are
considering their operation in their State legislatures.

Originally enacted to protect citizens from unsolicited mailings of
letters and circulars concerning State-franchised lotteries, the anti-
lottery statutes now prohibit solicited as well as unsolicited mailings
concerning legally operated State lotteries.

Throughout the last 15 years, the Justice Department has received
an increasing number of citizen and State complaints involving this
unsolicited interstate activity. The complainants often request the De-
partment to take some affirmative action to stop this activity.

Since the recently renewed interest in State-operated lotteries. similar
requests by private citizens as well as States which do not conduct lot-
teries have been made. It is within this context that we are asked to
present the Department’s views of the pending legislation.

H.R. 6668 proposes to amend title 18 of the United States Code to
permit the transportation, mailing and broadcasting of advertising.
information and materials concerning lotteries authorized by law and
conducted by a State, and for other purposes. The text of this bill is sub-
stantially identical to H.R. 2374, as amended, proposed during the
92d Congress, second session.

Assistant Attorney General Henry E. Petersen, then Deputy Assist-
ant Attorney General, testified before Subcommittee No. 2 of the House
Committee on the Judiciary on Oectober 13, 1971, presenting the De-
partment’s views relating to H.R. 2374 and related bills. Mr, Peter-
sen stated that the Department would not object to the enactment of
H.R. 2374 if amended as he had suggested.

In essence, this suggestion to amend the bill would promote the
policy decisions of those States who determined to conduct lotteries
as well as protect the policy determinations of still other States who
rejected lotteries.

“Under such a bill,” Assistant Attorney General Petersen testified :

States which either conduct lotteries and permit betting on other State
lotteries, or merely permit betting on other State lotteries, could freely use the
mails and the facilities of interstate commerce to transmit material and informa-
ion to each other. At the same time such a State would not be permitted to enter
into any lottery-related transaction with a person in a State which has not
sanctioned lotteries or the betting thereon.

This type of statute would, then, permit the expansion of a legal State
lottery to the fullest extent consistent with the lottery laws of her sister States.
At the same time, it would protect and uphold the laws of those States which
have determined that lotteries are not in the best interest of its citizens.

The bill would not, however, dilute the ability of the Federal Government to
move strongly against illegal lotteries with interstate ramifications. Also, it
should be emphasized that this bill applies only to State-conducted lotteries and
not to any other gambling activities, even though conducted by the States.




As a result, the original HL.R. 2374 was reported with an amend-
ment on August 2, 1972, and committed to the Committee of the Whole
House on the State of the Union. The amendment was responsive to
Mr. Petersen’s recommendations made in his testimony on October 13,
1971, with the exception that the mailing and transportation of lottery
materials were restricted to intrastate facilities within those State
legally operaing lotteries. The Department supported the enactment
of this amended bill.

The reintroduction of amended H.R. 2374 as H.R. 6668 elicits the
same support from the Justice Department. We recognize that a num-
ber of States are reconsidering tLoir formerly hostile attitudes and
policies toward lotteries. Some State legislatures have already ap-
proved the operation of lotteries by State agencies.

However, we also appreciate that just as many States—indeed,
many more States—do not desire either to operate lotteries within
their boundaries or to permit betting by mail on lotteries legally con-
ducted in sister States.

The rationale for State-operated lotteries is that, where legal lot-
teries are operated under State authority, the people benefit by hon-
estly run operations and the State benefits by accumulating substantial
amounts of revenue. Where these legal lotteries solicit patrons from
other States whose policies do not favor lotteries nor lottery betting,
the State lottery agency may continue to benefit from its revenue
shares, but the citizens of sister States are harassed by unsolicited
applications for lottery tickets and are utilizing the facilities of inter-
state commerce to frustrate the policies set down by their own State
legislatures.

The relatively new Commission on the Review of the National
Policy toward Gambling, established under title VIII of the ()r;]m-

nized Crime Control Act of 1970, conducted hearings in April of this
year. Several State officials presented their respective States’ views
concerning the present lottery statutes and the effects of their lottery
operations. The executive director of the New Hampshire Sweep-
stakes Commission testified that the antilottery statutes are antiquated
and unresponsive to the needs of today. He stated :

State legalized lotteries operated in the public interest can be accomplished
only through full disclosure by the media of all activities and by joint coopera-
tion as regards security, prize distribution and financial accountability. It is
self-defeating for the Federal Government to restrict and impede this decision
of sovereign States to raise supplemental revenue while at the same time it en-
gages in revenue-sharing and expects cooperative Federal-State efforts to com-
bat illegal gambling activities inspired by organized crime. It makes little sense
for the Federal laws to exempt parimutuel racing and to deprive the use of the
mails, radio and television to State lottery programs.

This was the testimony of Edward J. Powers, executive director of
the New Hampshire Sweepstakes Commission. The State Treasurer of
the Massachusetts State lottery and other speakers also emphasized
this feeling of frustration.

Mr. Goldman, president of Systems Operations, Inec., a subsidiary
om Mathematica, Inc., testified before the Gambling Commission on
April 8, 1974, that today most State-operated Jotteries are conducted
by means of a central computer with information key-punched into
its memory banks concerning every aspect of the lottery operation.
This method prevents ticket alterations and duplications, improper
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claims, and thefts. Tt further operates to hinder organized criminal
m'nu&]s from infiltrating or stealing from these State lotteries. The
People participating in State lotteries today are in sharp contrast to
those victimized by the old Louisiana lottery.

According to Mr. Goldman :

Over 80 percent of the adult population in States operating lotteries have pur-
chased lottery tickets at one time or another, almost 60 percent of these pur-
cl{nsvrs spend only $1 or 50 cents per purchase. Most purchases are by persons
with yearly family incomes between $6,000 to $25,000, and are within the age
bracket of 25 to 55 years.

Thus, the original reasons underlying the antilottery statutes are
not effective nor responsive to the attitudes and policies of many State
legislatures and their constituencies. 1

These attitude changes should necessarily be reflected by comparable
changes in the law. Similar legislation has been pending in the last
two Congresses. We hope that this Congress will act to resolve the
dilemma facing not only the Justice Department, but also the many
States which operate lotteries. These reasons have persuaded the De-
partment to favor the enactment of H.R. 6668.

That is my statement, Mr. Chairman. I would be happy to answer
any questions.

Mr. Doxonoe. Mr. Mann ?

Mr. Max~. No questions, Mr, Chairman.

Mr. Doxonuve. Mr, Lott ¢

Mr. Lorr. Thank you very much for your statement, Mr, Lynch.
Are you favoring the enactment of I.R. 6668 with no recommended
changes or corrections at this time, or do you expect some ?

Mr., Lyncn. Well, let me get out my copy of H.R. 6668. On proposed
section 1307 (a) (1) and (2). There seems to be a question of whether
or not there is a different treatment of the radio and television indus-
try as distinguished from the newspaper industry.

As T read that provision, the newspaper published in that State may
publish advertisements, et cetera, conducting or relating to the lottery
conducted by that State. 1 think that it could be read that (2) provides
that a radio or television station loeated in the State conducting such a
lottery could broadeast that kind of material as to that State-author-
ized lottery and any other State lottery.

If that language could be elarified a little bit to indicate that what
this proposes to do is to permit the sovereign decision of the State to
promote lottery activities in that State by that State-run lottery, it
should be confined to that State and that State lottery.

Mr, Lorr. Any other particular sections?

Mr. Lyx~xcnu. No. ]

Mr. Lorr. Perhaps you are bringing up a question.

What about it?

Mr. Findley mentioned the “Washington Post.” That is a unique and
perhaps difficult situation, as they do in their immediate area serve at
least two States or three, and there is a Maryland lottery, and yet they
are not pniﬂi.ﬂhin:_: in that State.

What about that situation?

Mr, Ly~ca. It certainly would not seem to apply. That is, the lan-
guage of the statute as proposed, unless I am mistaken, would not

appTy to the “Washington Post.”




31

Mr. Lorr. Well, perhaps these questions are premature at this par-
ticular time, but I wanted to see if you had comments on any particu-
lar section, .

Mr. Ly~cm. T agree completely with Congressman Findley. That is
to say, I think most newspapers attempt to comply with the law by
deleting in their mailed issue any references to a list of prizes or ad-
vertisements relating to a State-operated lottery in that State. And if
newspapers in other parts of the country can comply with the law, I
am sure that our local newspapers can comply with the law.

Mr. Lorr. Thank you, Mr. Chairman.

No further questions.

Mr. Doxonue. Ms. Jordan?

Ms. Joroan. I have no questions, Mr. Chairman.

Mr. DoNonue. You were present when Congressman Findley testi-
fied, were you not ?

Mr. Ly~on. Yes, I was.

Mr. Doxonve. He raised a question about the “Washington Post”
and the “Star-News” continuing ads and copies of that paper possibly
were put into the mail and mailed into, say, Virginia or Maryland or
West Virginia.

Was the Department of Justice conscious of that practice?

Mr. Lx~en. Congressman, we have asked the postal authoritiés to
give us a rundown on how all of these lotteries are now operating and
whether or not they are operating in violation of title 18 provisions. I
had seen an advertisement of the Maryland lottery that was cireulated,
I am told, by the “Washington Post.” But it is in the form of an in-
sert, and I have no knowledge that indeed that insert was part of a
mailed edition, rather than an insert that would be placed, either car-
ried by truck or placed in the newspaper when it arrived in Ma ryland.

Mr. Lorr. Will the Chairman yie[d to me on that ?

Mr. Doxouve. Yes.

Mr. Lorr. What do you mean by an insert ?

An extra leaf?

Mr. Lyxcn. Yes, an advertising insert.

Mr. Lorr. I think, just for the record, T think that there have been
regular articles in “The Washington Post.”

Thank, you, Mr. Chairman.

Mr. Liyxen, But T am not sure—Well, T am not sure they went with
the mailed editions. If they went with the mailed editions, we will
have to take a look at it.

Mr. Doxonue. Are there further questioins?

Mr. Correy. Mr. Chairman, if I might.

Mr. DoNouue. Yes.

Mr. Correy. Mr. Lynch, you were here when Congressman Findley
testified. He mentioned that his legislation would remove the pro-
hibition not only with respect to State-conducted lotteries, but
charitable organizations operating in those States where, again, it
18 legal. And 1 think other legislation has been introduced, similar to
Mr. Findley’s bill, by Mr. Fish from New York.

I wonder if the Justice Department wonld care to comment on what
their view is to extending it beyond State-connected lotteries to in-
clude church groups and nonprofit groups?

Mr. Ly~cn. T think it would depend upon the enabling legislation
in the States. State-conducted lotteries do appear to have the built-in
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safeguards referred to in my statement and reflected in Mr. Gold-
man's statement and the statement of Mr. Powers. It has been our
experience in some areas that what purport to be charitable organiza-
tion lattery activities are indeed simply evasions by people who are
regularly engaged in illegal gambling activities, In an attempt to
comply with what is generally felt to be a lack of enthusiasm by any
law enforcement organization to proceed against church bingo and
activities such as that.

So it would depend on what kind of regulations were in effect to
guarantee that the church or charitable organization conducting a
lottery was indeed getting the benefits of the lottery.

Mr. Correy. But again, my point would be that H.R. 6668, which
is one of the bills we are considering this morning, the language of
which the Justice Department apparently generally supports, limits
itself to State-conducted lotteries.

Mr. Lix~cn. That is correct, yes.

Mr. Correy. Thank you.

Mr. Doxorue. Mr. Shattuck ?

Mr. Suarruck. No questions, sir.

Mr. Doxouve. Thank you very much, Mr. Lynch.

Mr. Ly~cr. Thank you, Mr. Chairman.

Mr. Dovorue. Our next witness will be Mr. Charles C. Carella,
Director of the New Jersey Lottery.

TESTIMONY OF CHARLES C. CARELLA, EXECUTIVE DIRECTOR, NEW
JERSEY STATE LOTTERY COMMISSION

Mr. Carerra. Thank you, Mr. Chairman.

I have a statement here which I would like to file with the committee.

Mr. Chairman, my name is Charles C. Carella, Executive Director of
the New Jersey State Lottery, and T thank you for this opportunity
to appear here before you today to present my views on proposed
amendments to the Federal laws governing lotteries.

As vou may know, sir, there are eight States which currently have
Jotteries in operation and the creation of a lottery is under considera-
tion in another 16 States by active legislation. Yet, despite these sta-
tistics and the repetition of the existing lotteries as revenue producers,
there continues to exist in the Federal statutes serious impediments
to the full realization by States of the potentials of their lotteries,
Particularly. T am concerned by the prohibitions, as they affect States,
contained in title 18 of the United States Code, chapter 61, sections 1301
to 1304. oL

My purpose in coming before you today, sir, is not to ask for a repeal
of these sections, but to urge that a limited exclusion from their appli-
cation be granted to the sovereign States along the lines expressed in
H.R. 6668.

T believe vou are all familiar with the background of the Federal
legislation relating to lotteries. It was part of the antilottery move-
ment in the later part of the 19th century stimulated by he scandalous
Louisiana State lottery of the early 1890%.

Certainly. its enactment at that time was in the publie interest and
necessary fo protect innocent persons from being victimized by dis-
honestly operated lotteries. Although it is true that the public attitude
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after the Louisiana scandal could be characterized as “antilottery,”

this is not the situation today.

First, I want to stress that the legislation before you provides an
exemption only for those lotteries that are actually conducted or
operated by sovereign States or the District of Columbia, Puerto
Rico, or possessions.

Second, in the last 10 years, starting with the State of New Hamp-
shire, that we have had State-run lotteries, there have been no prob-
lems or abuses which have reflected unfavorably upon the integrity
of the State operations. The lotteries in all these States are well-regu-
Jated and very closely supervised by the State agencies charged with
their administration.

At this junction, sir, T would like to take a few moments to describe
for vou the background and operation of the New Jersey lottery.

The New Jersey State lottery was authorized by an amendment to
the New Jersey State Constitution by public referendum in the general
election of November 11, 1969, 81.5 percent of the voters casting ballots
in said election voted favorably for the adoption of a lottery.

A State Lottery Planning Commission consisting of two members
from the Senate, two members from the General Assembly, the State
Treasurer, and two members from the public was established by the
Governor in December of 1969. They were charged with the responsi-
bility of conducting background studies of lotteries and the recom-
mendation of appropriate legislation for the operation of a State
lottery.

The Planning Commission Report was submitted to the Governor of
the State of New Jersey and the Legislature on February 9, 1970.

The New Jersey State Lottery Law was adopted by the legislature
and signed by the Governor on February 16, 1970. The Lottery Com-
mission, together with an Executive Director, were appointed by the
Governor on April 2, 1970. Into the enabling legislation passed by
the legislature was written the requirement that 30 percent of the
gross receipts of the lottery were to go to State Aid to Education and
Institutions, and T might add, sir, that at the present time that per-
centage is approximately closer to 46 percent, 47 percent, or 45 percent,
rather than the 30 percent.

The sale of the first weekly lottery tickets commenced on Decem-

ber 16, 1970. The first drawing was held on Thursday, January 7, 1971.
The drawing of a winning number for the weekly lottery is held
every Thursday morning at 11 a.m., with the exception of Thanks-
giving day when it is held on the previons Wednesday.
" The objectives of the New Jersey State Lottery are: first, to gener-
ate revenue to defray the cost of certain public demands so as to mini-
mize the burdens of the taxpayer; second, to provide excitement to
those who wish to flirt with Lady Luck; third, to divert money from
the illegal rackets, thus adversely effecting the organized crime.

The success of the New Jersey lottery is attributable to three essen-
tial features: the design of the lottery concept; the structure of the
operational organization; public confidence and trust in ifs integrity.

The design of the weekly lottery concept is based on the following
significant ingredients:

No. 1, frequency of play:

No. 2, 50-cent price of the lottery ticket ;
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No. 3, simplicity of the winning prize structure—all prize awards
based on a single universal number;

No. 4, convenience of purchase—tickets may be acquired in many
rarious places of business;

No. 5. ease of sales, tickets sold by number only, no name, address or
other identifying data required;

Six, first prize of sufficient magnitude to modify average individ-
ual’s mode of living ;

And then there are many prizes of lesser amounts.

On November 29, 1972, we inaugurated our daily lottery. It encom-
passes two characteristics, namely daily frequency and instant payoff
of winners.

I might add, sir, that the daily lottery is a computerized system,
which is in effect throughont the State of New Jersey.

The game plan of the daily lottery was conceived with the following
objectives:

Appealing to a market place separate from the players partic-
ipating in the weekly lottery ;

Many prize awards of smaller denominations, a maximum prize
pool of approximately 50 percent ;

Administratively compatible with the procedures, the computer pro-
grams and the operational system of the weekly lottery ;

More competitive with the organized syndicate’s numbers game;

Instant payoff.

The prize structure of the daily lottery is similar in many charac-
teristics to the weekly lottery, with the exception that it is based
upon a five digit number rather than a six digit number.

The maximum number of cash winners mathematically existing
within the concept of the daily lottery prize structure is on the aver-
age of 38,160 per million tickets sold. This frequency of prize awards
is equivalent on the average to one winner in every 26 sold tickets.

The selection of the winning daily number occurs every day at
4 p.m.

It is of interest to note that a specifically designed telephone an-
swering system was developed for the New Jersey State Lottery by
the New Jersey Bell Telephone Company. It required 9 months of
engineering and implementation. It is a statewide network whereby
anyone may call a single number—990-1234—24 hours a day and re-
ceive information concerning the winning lottery numbers.

The number of calls made to this network has exceeded 1.5 million
during the period of a month, at an extra cost of at least 10 cents
per call to the ticket holder,

Research studies and market surveys have been conducted on behalf
of the New Jersey State Lottery by independent organizations well
recognized for their expertise and renowned in their area of endeavors.

The ipdividual surveys established the following characteristics of
the lottery ticket purchasers:

Number one, the New Jersey State Lottery is overwhelmingly sup-
ported by 82 percent of the New Jersey residents. Support is strongest
among male, higher income, and white residents, but at least 75 per-
cent of each of the major demographic groups in the State favor the
lottery with the exception of the nonwhites who register 67 percent
approval;
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82 percent of adults in the State have bought lottery tickets. Ap-
proximately 40 percent of the State’s residents spend at least $1 a
week on the lottery ;

Nonwhites and women are less frequent users and buy fewer tickets
than whites or men;

Among the various age groups, 50 to 59 are both the heaviest users
and the biggest pmchaams,

Blue collar workers and high school graduates are heavier users
and purchasers than both other occ upational or educational groups.

The market survey in August 1971 pointed ont that:

Eight out of 10 consumers have purchased New Jersey lottery tick-
ets one or more times. Five percent who have not purchased any tick-
ets claim that, “someone buys them for me”;

Seven out of 10 purchasing households, 71 percent, consider them-
selves to be regular or frequent purchasers of weekly New Jersey lot-
tery tickets;

A profile of the regular purchasers of lottery tickets shows: Just
slightly more male than females—b3 percent versus 47 percent; 82
percent of the buyers are 35 years of age or older; 71 percent of the
buyers earn more than $7,500 per year; 68 percent of the buyers have
a high school eduecation or better.

In a market survey of May 1972:

Eight out of 10 persons 18 years of age and over have purchased
New Jersey State lottery tickets;

81 percent of whites say they have purchased lottery tickets. Only
65 percent of blacks say they have purchased lottery tickets:

The profile of the buyer of State lottery tickets are most likely to be
males with a middle or upper income, 50 years of age and at least a
high school graduate.

In a market survey in January 1973:

A profile of the characteristics of the daily lottery ticket regular buyers shows
that more than one-half—>53.3 percent—are families earning $10,000 or more, More
30-39 years old buy than any other age group—25 percent—with 40-49 and 50-59
vear olds the next largest buying groups respectively—19.2 percent, 18.8 per-
cent—over one-half—54.8 percent—have a minimum of high school graduate
level education. Slightly more men—52.1 percent—than women—47.9 percent—
are regular buyers. The overall average number of days per week they buy is
1.9. Most of them are also buyers of weekly tickets.

In the determination as to whether the new Jersey State Lottery
has been suceessful, we ask the statistics to speak for themselves. W iwn
the books of the New Jersey State Lottery are closed for the fiscal yea
ending June 30, 1974, we will have achieved the following financial ac-
complishments during the period from the first drawing on January 1,
1971 through June 30, 1974 :

No. 1, the sale of 827 million tickets.

No. 2, gross revenue, $413 million.

No. 3, a net profit of $214 million will be transferred to the State
of New Jersey for aid to education and institutions.

No. 4. more than $184 million in prizes.

No. 5, more the 4 million prize winners.

No. 6, $25 million paid to the business community of New Jersey
in the category of sales commission and fees for their participation.

And No. 7, the creation of 34 millionaires.
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It is therefore an incredible paradox to realize that despite the
support of the public and the substantial benefits that can accrue to a
State from a well-administered legalized State lottery. that these ar-
chaic Federal laws remain in force which impede the full realization
of benefits and unreasonably thwart the basic right of citizens to keep
informed reﬁarding the lottery.

Because these laws prohibit information concerning a lottery to be
broadcast over radio or television, prevent the distribution of lottery
tickets or information through the U.S. mails, and prohibit publi-
cation of any lottery information in newspapers that are distributed
outside the State, substantial numbers of New Jersey citizens are
experiencing tremendous difficulties in finding out State lottery infor-
mation.

In attempting to overcome the information gap, the public has
been telephoning the New Jersey State Lottery Commission. The
volume of incoming calls to the Commission on Thursdays, the day
of the weekly drawing, is tremendous. In order to insure that it would
be able to respond to the public demand for information, the lottery
commission had to have the New Jersey Bell Telephone Co. install
automatic answering and announcement machines. The number of calls
to this number is approximately 125000 to 130,000 per week.

As some of yon may know, there is a decision in the Third Circuit
Court of Appeals, rendered by Hon. John Gibbons on January 2,
1974, holding that it is legal for a local New Jersey station to broad-
cast winning lottery numbers. This decision is based on the fact that
the winning number is news and is not primarily intended to pro-
mote lotteries.

The Federal Communications Commission has filed a petition for
a writ of certiorari to the U.S. Supreme Court in this case. Although
this decision will be of assistance, it does not permit us to advertise
or to disseminate basic information to the public relating to prizes,
drawings, availability of tickets and unclaimed prizes.

It can be stated that the present broad Federal restrictions are:

Causing a loss in potential revenues;

Are preventing a large portion of the population from obtaining
through the media the information they desire regarding the lottery,
which is one reason why at any given time there is an average of 10
percent in uncollected prize moneys totaling millions of dollars: and

Third, resulting in substantial additional administrative costs, due
to the fact that the lottery commission cannot mail but must hand
deliver any promotional or informational material relating to the
lottery to anyone inside or outside the State.

In my judgment, the course that you should pursue is to approve,
without further delay, the amendments that are contained in H.R. 6668
so that sovereign States which choose to operate their own lottery
will be excluded from the broad coverage of chapter 61 of title 18 of
United States Code.

Thank you, Mr. Chairman.

Mr. Doxornuve. Mr. Mann ?

Mr. Ma~~. No questions.

Mr. Doxomug. Ms. Jordan?

Ms. Jorpax. I would just comment, Mr. Carella, that you present
a picture of the very successful operation of a lottery in New Jersey,




and it strains me to see how the passage of this bill would presently
help you operate more efficiently 1f the picture you present to us is an
accurate one,

Mr. Carerra. T am sure, madam, that our sales would increase and
we would be in a much better position, obviously, if we were able to
utilize the tools of the media. Quite frankly, much of the sales that we
have realized in the beginning of the lottery were without the compe-
tition of our sister States, and also we have come from 1971 down to
1974, and we must get out information. We must get it out on a much
more frequent basis. We must get it out in volume. We are being de-
_Iuged. We cannot, obviously, give out unclaimed prize information in
the newspapers.

So that I say, if you are reading the highly successful operation of
the State of New Jersey as a deterrent to this, I say to you quite
frankly that there is no telling what we could have done if we had
the proper media.

Ms. Jorpax. What do you do with unclaimed prize money ?

Mr. Carecra. The unclaimed prize money is held for a period of 1
vear, and then that year expires, it reverts back to the State treasury
for the intended purposes in the statute.

Ms. Jorpax. And in the statute, you provide for the contribution
of some 30 percent—you say it is now 45 percent—to education and
institutions. What happens to the rest of the revenue ¢

Mr. Carerra. Forty-five percent goes back in prizes, approximately
45 percent goes into the State institutions and education, and the
balance is for commission fees and operating expenses.

Ms. Jorpax. No further questions, Mr. Chairman.

Mr. Doxonue. Mr. Shattuck?

Mr. Smarruck. Yes, Mr. Chairman.

I would just like to ask Mr. Carella what is the current status of
the proceeding in the Supreme Court? Has certiorari been granted ?

Mr. Carerra. It has not as yet is my understanding, sir. The petition
for a writ of certiorari had been filed. There was a stay in effect which
has spent itself. In other words, there is no injunctive relief at the
present time in New Jersey. In fact, in the third cireuit, we would be
able to supply the media with the winning number. In fact, what has
happened is that the various stations have refused to broadcast it. In
any event, some have and some have not, but it is presently petitioned.
But certiorari has not been granted at this point.

Mr. SuaTTUCK. I see.

Thank you very much.

Mr. Dononue. Mr. Coffey?

Mr. Correy. Thank you, Mr. Chairman. .

Mr. Carella, were you present when Congressman Findley testified ?

Mr. CARELLA. Yes, sir.

Mr. Correy. He mentioned during the course of his testimony, and
I believe held up lottery application forms received by an Illinois resi-
dent. and he indicated that there were lottery application forms from
the States of New Jersey, Maryland, and Massachusetts. I just won-
dered if you would like to comment about the fact that there was a
New Jersey application form sent.

Mr. CareLra. I did not see what he held up, but it may well be a
membership in the Clover Club, which is a club in New Jersey which
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gives you your own, personal number, lottery number, for a period of
weeks. I am not sure what he did hold up, sir.

Mr. Correy. If it was an application form like that which you de-
scribed, would that not be a violation of title 182

Mr. Carerra. I would have to say this; that there may well be, in
the concept. of this club, no violation of the statute; because, in effect,
you may not be mailing a lottery ticket. But again, as I said, that may
be the position, and the answer to the question that was raised. I do
not know what he held up.

Mr. Correy. Thank you.

Mr. DoNonuk. It is our understanding that there is nothing in the
law at the present time that would prevent any newspaper that cir-
culated within the State of New Jersey from publishing lottery
information.

Mr. Carerra, That is correct. The newspapers within the State of
New .Jersey, at the present time, publish the winning number and
things of that nature. That is correct.

Mr. Doxonue. And is there a statutory restriction that would pre-
vent a radio station from broadeasting the number within the State ?

Mr. Carerea. That also may be correct, but again, I am not so sure
as to whether or not they will do it.

Mr. Doxonur. And if that is so, the people that your lottery is
attempting to serve—that is, the people of New Jersey—can obtain the
information very readily by reading their own newspaper.

Mr. Carerra. Unfortunately, Mr. Chairman, in the State of New
Jersey the major media come from either Philadelphia or New York
City. On television, we have channels 2, 4, 5, 7, 9, 11, and 13. all of
which are based in the State of New York. In the southern part of the
State, there is channel 3. which supplements the numbers 1 just gave
you, which T believe is based in Philadelphia; so that the general
media which are used by the citizens of the State of New Jersey are
out-of-State-based.

Mr. Doxonve. Would you not say that the people of New Jersey
basically read papers that are published in New Jersey ?

Mr. Carecra. T would say that right now, there is one daily news-
paper on a statewide circulation, with a number of others in smaller
areas, but there is again a tremendous circulation of New York news-
papers and Philadelphia newspapers.

Mr. Doxonuve. How many newspapers would you say are published
in New Jersey?

Mr. Carerra. I do not have that ficure, sir. But T am telling you that
there is only one—and that is the Newark Star and Ledger—which
has a statewide circulation on a daily basis. The others may be in small,
on a county basis.

Mr. Doxoruve. And how many newspapers, again may I ask, are
published in the State of New Jersey, approximately ?

Mr. Carerra. I do not know. T would say—you know, there are a
substantial number of newspapers, but some of them may be weeklies,
and with reference to those weeklies, we—because of their mailing
newspapers—we cannot advertise in a weekly newspaper?

Mr. Doxonve. How many dailies are published ?

Mr. Carerra. I do not know the answer to that question.
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Mr. Doxonve. You do not have an approximation ¢

Mr. Carerra. No, but I could get the information to you, if you
wishit?

Mr. Doxonvue. Yes, please.

Mr. Carerna. Surely.

[ The material supplied for the record follows:]

BozeLL & Jacoss, INC,,
Trenton, N.J., April 29, 197}.

Hon. Harorp D. DoNOHUE,
House of Representatives, Longworth House Office Building,
Washington, D.C.

DeAr CoNGRESSMAN DoxoHUE: We have been reguested by Executive Director
of the New Jersey State Lottery, Charles C. Carella, to forward the enclosed list
of New Jersey's daily newspapers to your attention.

Sincerely,
Jo TUBSL
DALy NEWSPAPERS

Asbury Park Evening News, Press Plaza, Asbury Park, N.J, 07712,
Bridgeton Evening News, 100 E. Commerce Street, Bridgeton, N.J. 08802.
Burlington County Times, Route 130, Willingboro, N.J. 08046,

Camden Courier News, P.O. Box 3600, Somerville, N.J. 08876.

Camden Courier Post, Southern N.J. Newspapers, Inc., Camden, N.J. 08101.
Daily Dover Advance, 87 East Blackwell Street, Dover, N.J. 07801,
Blizabeth Journal. 295 North Broad Street, Blizabeth, N.J. 07207.

Ocean County Daily Observer, PO, Box 449, Toms River, N.J. 08753.
Morristown Daily Record, 55 Park Place, Morristown, N.JI. 07960,

RRed Bank Daily Register, 105 Chestnut Street, Red Bank, N.J. 07701.
Woodbury Times, 309 South Broad Street, Woodbury, N.J. 08096,
Hudson Dispatch, 400 35th Street, Union City, N.J. 07087,

Trenton Times, 500 Perry Street, Trenton, N.J. 08605,

Passaic Herald News, 988 Main Street, Passaic, N.J. 07055.

New Brunswick Home News, 128 Howe Lane, New Brunswick, N.J. 08903,
Jersey Journal, 30 Journal Square, Jersey City, N.J. 07306,

Millville Daily, 120 East Main Street, Millville, N.J. 08332.

Paterson Morning News, News Plaza, Paterson, N.J. 07500.

New Jersey Herald, 2 Spring Street, Newton, N.J. 07860.

News Tribune, 1 Hoover Way, Woodbrige, N.J. 0T095.

Ocenn County Daily Times, 121 Second Street, Lakewood, N.J. 08701.
Atlantic City Press, 1900 Atlantic Avenue, Atlantic City, N.J. 08401.

The Record, 150 River Street, Hackensack, N.J. 07602,

Shore Record, 70 South Tth Avenue, Long Branch, N.J. 07740.

F'ree Press, 198 Chambers Street, Phillipsburg, N.J. 08865.

Newark Star-Ledger, Star Ledger Plaza, Newark, N.J. 07101

Today's Sunbeam, 93 Fifth Avenue, Salem, N.J. 08079. .
Trentonian, 600 Perry Street, Trenton, N.J. 08602,

Vineland Times Journal, T South Seventh Street, Vineland, N.J. 08360.

Mr. Smarruck, Mr. Chairman, if I might. I think that your line of
questioning has raised another point that Mr. Carella might be able
to comment upon.

Have vou had a chance to examine the bill with specific application
to the television and radio stations? T refer specifically to the language
on page 2, which would permit certain information to be ecarried and
broadcast by television and radio stations, where the station is “located
in a State conduecting such a lottery.”

From your remarks in reply to the chairman’s question, it wonld
appear that this might remove some difliculty in broadecasting that in-
formation in the areas you have described as being the metropolitan
areas served by some other States.
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Mr. Carerra. What T would say in answer to that, sir, is that, quite
frankly, we would be hopeful of having a bill which would permit the
giving of information interstate, so that we would be able to give it
over the New York channels. '

. Mr. Smarruck. When this legislation’s predecessor was considered
in_this committee, there was some information supplied to the com-
mittee that the stations for the New Jersey community were physically
located in New York; that the transmitting facilities were located in
New York because it was more advantageous to use the high build-
ings there for their towers, and so on. I presume this is still the case?

Mr. Carerra. I believe so. That is probably channel 13.

Mr. Suarruck. Thank you.

Mr. Carerra. Thank you,

Mr. Doxorue. Thank you, Mr. Carella.

Mr. Carerra. Thank you, Mr. Chairman.

Mr. Doxornue. We will now hear from Mr. Russell Shannon,

TESTIMONY OF RUSSELL W. SHANNON, MASSACHUSETTS STATE
LOTTERY COMMISSION

Mr. Srmaxxon. Mr. Chairman, thank you for this opportunity to
appear before your committee.

My name is Russell W. Shannon, and I am an attorney for the
Massachusetts State Lottery Commission. I wish to express the strong
support of the commission and its chairman, State Treasurer Robert
Q. Crane, and Governor Francis W. Sargent for reform of the Fed-
eral laws which restrict the power of the States to operate lotteries
to raise badly needed revenue.

I have a few general remarks which T would like to address to the
committee at this time in support of what has already been said this
morning, and what I am sure will be said by some of the lottery
directors.

The Federal statutes prcsently in effect were broadly drawn to
combat the Louisiana State lottery, and later amended to combat orga-
nized crime. They either do not cover, or they specifically exempt,
nearly all types of gambling and organizations conducting gambling
which were legal at the time they were enacted. But there were no
legal State lotteries when these statutes were enacted, and thus no
provision for lotteries operated by State agencies was made in them.

The net result is that the activities of State lotteries are heavily
restricted even within the borders of their own States by Federal
criminal law, including the Federal Organized Crime Control Act.
For purposes of Federal law, we are, in many respects, treated as
criminal activities.

A State lottery is a State agency, and is a business. Yet, it is a Fed-
eral crime for us to mail certain types of lottery materials, even to an
address within our own State; to make use of an ICC-licensed carrier
for the transportation of materials, even within our own State; to
advertise or even receive promotional coverage on a radio or television
station: to use most services of a federally chartered or insured bank.
It is a crime for a newspaper to carry our advertising, or a nonnews
story about us in a paper which is mailed even to an address within
our own State,
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The Massachusetts lottery is very popular with the citizens. It is
operated in a secure and efficient manner. It is a valuable source of
revenue for the State, and aids in combating the illegal gambling
activities of organized crime. Last year, the Massachusetts State Lot-
tery Commission raised over $35 million in revenue, which was dis-
tributed to the cities and towns to ]w]Hn lower the property tax, and
meet ever-increasing demands for public services. We could have
raised much more had we not been prevented by Federal law from
adopting normal business practices available to all other State agen-
cies and other legitimate businesses, such as the use of mails and radio
and television for advertising and for conveying information.

The present restrictions on the use of the mails for the transporta-
tion and use of lottery materials and information, and newspapers
containing lottery advertisements, needlessly limit our ability to com-
municate to the people of Massachusetts, increase operating costs, and
reduce the amount of revenue we are able to generate for the State.
The unavailability to us, of radio and television restricts our ability
to advertise and to inform the public of news and information of in-
terest to them.

In closing, I wish to thank the committee for giving us this oppor-
tunity to present our views, and to support H.R. 6668 and similar
bills which would give Federal recognition to the right of the States
to work out their own policies toward gambling and the raising of
needed revenues,

Thank you.

Mr. Doxonve. Mr. Mann ?

Mr. Max~. No questions.

Mr. Doxonur. Ms. Jordan ¢

Ms. Jorpan. No questions, Mr. Chairman.

Mr. Doxornue. Mr. Shattuck ?

Mr, Suarruck. No questions, Mr, Chairman.

Mr. Dononve. Mr. Coffey ¢

Mr. Correy. No questions.

Mr. Doxonuve. We will now hear from Mr. Henry Kaplan, execu-
tive director, Bureau of State Lotteries, Department of Revenue, De-
partment of the Treasury, State of Pennsylvania.

TESTIMONY OF HENRY H. KAPLAN, EXECUTIVE DIRECTOR, BU-
REAU OF STATE LOTTERIES, DEPARTMENT OF REVENUE,
DEPARTMENT OF THE TREASURY, STATE OF PENNSYLVANIA

Mr, Karrax. Thank you, Mr. Chairman.

I am afraid some of this is going to be repetitive, but if T may, T will
read my statement.

Mr. Doxomrue. If you could summarize the highlights, in the interest
of time, it would be appreciated.

Mr. Karraw. Yes, sir. I have left a copy for the record.

Mr. Doxonve, We will make the entire statement a part of the
record.

Mr. Karrax. Thank you.

T have utilized my paper to indicate the inconsistency, incongruities
in the application, unwittingly, of present Federal legislation. At the
present time, it is common knowledge, I believe that there are illicit
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number games, there are sports betting pools, there are all sorts of
gang-controlled gambling practices that, in fact, do use the facilities
afforded by radio and television. Take a sports bet. The odds are broad-
cast, point spreads in football games; “Nick the Greek” is a well-
known national celebrity, and the product of all this permissible
broadcasting has been to aid and abet the activities of the gambling
syndicates.

Now, I am not recommending that the broadcast of sports events be
eliminated or curbed. I am stating this as an example of incongruity.
A State lottery conducted within the laws of the State is denied the
privilege that, unwittingly, the gambling syndicates use. I give as an
example what has happened in Pennsylvania in the past several weeks,
and I will read.

There are two daily newspapers in Pittsburgh, Pennsylvania’s séc-
ond largest city. For the past several weeks, becanse of a labor dispute,
that city has been without newspaper coverage or distribution.
Lottery sales have been considm'ahlly affected, but of even greater
concern is the difficulty, and possible impossibility for some who have
bought lottery tickets, to determine w[[mthm' their tickets have or
have not been winning ones. It does not appear that the illegal oper-
ators have this problem. They do have the radio and television broad-
cast of the race results, sporting events, and so forth, to provide this
information to their clientele.

Aprevos of that, there are millions of dollars of unclaimed prizes
resting in the lottery funds of those States that have lotteries. It is
believed that many of these prizes would have been claimed had the
radio and television broadeast of lottery information been permitted.
1t is apparent that if a lottery is within the legal framework of the
State, the denial of the use of broadecast media to disseminate lottery
news tends to act against the public interest in this particular area.

That is basically the summary of the thrust of the statement that I
have prepared, and for the sake of brevity I want to thank you for
this opportunity to be here. _ {

Mr. Dovonvuk. Thank you, Mr, Kaplan. Your entire statement will
be made a part of the record. :

[The prepared statement of Mr. Henry I1. Kaplan follows:]

SraTEMEST OoF HeNeY H. KAPLAN, ExpcuTive DIRECTOR, BUREAU OF STATE
LorTERrIES, PENNSYLVANTIA

Thank vou for this opportunity to present the following comments '-I.ur‘---ru{ng
the proposed legislation that would alleviate the present Federal restrictions on
the broadcasting and the use of the U.S. Mails with regard to State-operated
lotteries. ] [ ! . S

From the beginning of sales in March 1972. the Pennsylvania Lottery has
grossed over $275 million: awa rded more than $126 million in prizes, and --':n'l:n[l
approximately $125 million in net revenue, The proceeds in 1‘t~1|r:.-_\-1_\':||‘1-.1 are
devoted entirely to assisting senior citizens of onr State. Specifieally, the profits
are employed to provide property tax assistance, rent assistance, and free nrban
mass transit service for the elderly. 3 0

1t may be of inferest that a marketing research survey taken in our siate
indicates the following: NP !

1. Over 8% of our adult population have purchased lottery tickefs at one
time or another.
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2. Purchasing is almost level across the broad spectrum of our population
by age, sex, race and income with a few exceptions. Only a small percentage
of purchasing takes place within the younger group (ages 18 to 25), the older
group (over 55), the lower incomes (§6,000 and less per year) and the
higher incomes (over $25,000 per year),

3. The average weekly purchase by each lottery player is $1.60.

4. Well over 80% of our population agree that a public lottery is a good
means to raise funds for public benefit,

Public lotteries are neither new nor unique. They have existed since the Middle
Ages in Europe, and today more than 40 other countries operate lotteries, Lot-
teries, that is legitimate lotteries, are not new to the United States either. For
example, a lottery provided the funds for the Virginia Company to start the
Colony of Jamestown. George Washington, Thomas Jefferson and Benjamin
Franklin all sponsored lotteries for various causes. Early American colleges and
religious organizations used lotteries to help finance their building programs.

Unfortunately, the apparent lack of tight governmental controls and monitors,
such as existed in present state lotteries, provided the setting for some of the
privately run lotteries to become corrupt. After charges of fraud were brought
against the Louisiana Company, which operated a lottery on a national scale in
the 1890’s, the Federal government passed legislation which restrieted the use of
mails to promote or advertise lotteries and forbade interstate traffic in lotteries.
The intent of this legislation ebyviously was to combat the activities of privately
owned and operated lotteries that existed at that time.

Today, through narrow interpretation by Federal agencies, these laws have
been used to restrict legal State-operated lotteries, while illegal gambling syndi-
cates, in essence, are permitted to benefit from the interstate dissemination of
the results of a variety of sports events that are the subject of these well orga-
nized operations, This concept of enforcement is connter-productive since it ap-
pears to deliberately discourage publie participation in a tightly-controlled and
honestly conducted legal form of wagering, reducing its potential revenues, while
at the same time does not take cognizance of the support it provides the illicit
entrepreneur,

It is difficult to rationalize certain practices which are a matter of common
knowledge, in relation to state sanctioned lotteries when we consider the
following ;

Race results, including handles and payouts, are freely disseminated throngh
the ‘broadcasting media and channeled through the press while the wmatter of
broadeasting of state lottery numbers is vehemently opposed by the F.C.C. under
the guise of protecting the public. People legally betting on races are present at
the tracks or legal off-track betting parlors. It would appear, one of the prinry
beneficiaries of the broadeast race results are the illegal bookmaking operatinns,
If the real purpose of these Federal restrictions for broadeasting is to proscribe
illegal gambling activities, then the opposite of that objective is being aided
and is abetted.

Winning numbers for the illegal “numbers” games are derived from racing
results or Treasury balances which are freely disseminated throughont the
nation without restrictions on broadeasting, newspaper mailing or interstate trav-
el. It is totally incongruous to believe that, at the present time, a legitimate State-
controlled and honestly operated program for raising funds for the publie good
is being hampered while other forms of wagering are being given unlimited reign
unfettered by Federal control.

No one has yet explained the rationale that permits odds on sporting events,
including point spreads, to be transmitfed throughout the nation via the news-
papers and the broadeasting media while legal lottery results, in and of them-
selves newsworthy items, are, according to the F.C.C., a proscribed activity. It
is not difficult to conclude that broadcasting these point spreads encourages il-
legal activities; even the innocuous 3 or 10¢ sport pool eard that Johnnie may
purchase in his school yard. It is submitted that state-operated lotteries are at
least as innocuous, and the use to which the revenues produced in Pennsylvania
are utilized are at the very minimum as worthwhile as the altrustie purposes to
which illegal gambling operators apply their earnings. It would appear that if
“Nick the Greek"” is to be given nationwide coverage and is considered a national
celebrity, certainly state conducted lotteries should be accorded no less a priv-
ilege within it own borders.
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Even in the commercial sphere, business enterprizes are provided an unlimited
privilege of promoting their projects and prize give-a-ways which, in a technical
sense, are a form of lottery when one considers that the receipt of any prizes
results from a quid-pro-quo; that is the participation by the customer in enter-
ing the “free” lottery or drawing or purchasing a product in order to entitle
him to enter and win a contest prize. That is analogous to one who would pur-
chase, for a cash consideration, a lottery ticket in the hopes of winning a prize.

There are two daily newspapers in Pittsburgh—Pennsylvania's second largest
city, For the past several weeks, because of a labor dispute, that city has been
without newspaper coverage or distribution. Lottery sales have been considerably
affected—but of even greater concern is the difficulty and possible impossibility
for some, who have bought lottery tickets to determine whether their tickets
have or have not been winning ones. It does not appear that the illegal operators
are having this problem. They do have the radio, and television broadeast of race
results, sporting events, ete, to provide the information to their clientele.

Appropos of that, there are millions of dollars of unclaimed prizes resting in
the lottery funds of those states that have lotteries. It is believed that many
of these prizes would have been claimed, had the radio and television broadeast
of lottery information been permitted. It is apparent that if a lottery is within
the legal framework of a state, the denial of the use of broadecast media to dis-
seminate lottery news tends to act against the public interest in this particular
area.

A review and hopefully a modification of the present stultifying legislation
is one that warrants your favorable consideration. It is gratifying that it is
receiving your attention.

It is also encouraging to note the recent Third Circuit Court of Appeals deci-
sion which held that state lottery numbers may be broadcast as news., The
unanimous decision of the nine sitting judges was that the F.C.C. refusal to
permit broadcasting of winning state lottery numbers violated the First Amend-
ment guarantees of freedom of speech and freedom of the press. The court noted
that many millions of citizens purchase state lottery tickets, and rejected the
F.C.C. argument that state lottery numbers were not of interest to the public.
It is disappointing that the F.C.C. has appealed that ruling to the U.S. Supreme
Court. Public officials and the judicial system are being tied up in a last attempt
to unwittingly maintain the present advantages to illegal gambling. The F.C.C.
claim that state lottery numbers are not news, when over 3% million tickets
per week are sold in Pennsylvania alone, is unrealistic as well as specious, How-
ever, one cannot predict the outcome of this appeal as well as the time factor
involved. At best, the decision of the Third Circuit Court of Appeals related only
to the question of broadcasting of a winning lottery number, and not to the
essence of the bills presently before this committee.

The Pennsylvania Bureau of State Lotteries has afforded what has proven
to be a popular and enjoyable means for the public to legally participate in
a lottery. It is making the lives of our senior citizens less burdensome, We could
provide much more for public benefit if archaic broadcast and mailing restric-
tions were removed. Compared to what is presently within permissible air wave
tolerances, it is hard to conceive that broadcasting of lottery information would
be damaging to the public good or morals. Perhaps then we might accomplish
our third goal of making in-roads into the uncounted vast sums presently being
channeled into organized crime.

In conclusion, it is submitted that the reasons which prompted the passage of
the Federal legislation in the last century are no longer applicable today. If
the reason for law fails to exist then the law should not be so narrowly applied
or operative and should be removed. Insofar as the !egislatiqn in question does
curtail illegal activities and organized erime, it should remain unc!lnn_ged; but
to the extent that it inhibits an activity of a state sanctioned lottery, which could
advance the goal of curbing illegal gambling, that activity should not onl‘}' be
encouraged but shonld be promoted, We respectfully urge that this {‘nnmni.'t.'n-
act favorably upon the proposed legislation that will remove the present Fed-
eral restrictions on State conducted lotteries.

Mr. Doxonue. Any questions?
Mr. Maxw. No questions.

Mr. Doxonug. Ms. Jordan ¢
Ms. Jorpax. No questions.
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Mzr. Doxonue. Do you have any questions ?

Mr. Suarruck. Thank you.

May I just direct a question to you concerning the relationship—
any comments that you might want to make concerning the relation-
ship between your lottery and the other lotteries in close proximity ;
that is, New Jersey and New York?

Mr. Karrax. We now also have Maryland, and T understand that
Ohio will have a lottery this fall, so we are completely surrounded.

Mr. SuarrUck. I see.

Well, my question is really directed as a result of the question that
the chairman made concerning the problems faced by New Jersey.
It is served by Pennsylvania newspapers and New York newspapers,
and there is a commuter population in each State. Do you contemplate,
or have you had, any difficulty concerning the administration of these
lotteries? Are they competing, or is there any problem that you might
want to address?

Mr. Karrax. This is a personal point of view. I have never consid-
ered a Gimbel’s-Macy relationship to exist between Pennsylvania,
New Jersey, and the other States. I do feel that, as all of the States
that surround Pennsylvania have their lotteries, then the interest
and the participation in the lottery will be primarily within the State.

Obviously, certain people who work in New Jersey and travel to
Pennsylvania will be buying some of our lottery tickets. They will
be buying it properly, within the State. The reverse will happen. I
think these things balance out. I do not visualize any problem. As a
matter of fact, with reference to what Mr. Carella indicated, Pennsyl-
vania is fortunate. We have a lot of radio and television stations
within the State. I would support legislation that covers stations—or
I would have no objection to those stations that cover parts of New
Jersey or parts of Ohio, or whatever the case may be. I see as a public
service broadcasting certain information concerning those lotteries
from Pennsylvania, since it reaches the people who buy their lottery
tickets, as being perfectly proper and in order, and 1 do not think
it will affect what we are doing.

Mr. Suarruck. It is essentially a practical problem that can be
met.

Mr. Karran. Yes, sir, I do believe that Pennsylvanians, primarily.
buy Pennsylvania lottery tickets. I think people from New Jersey
primarily buy New Jersey lottery tickets.

Mr. Saarruck. Thank you very much.

Mr. Kaprax. Thank you.

Mzr. Doxonue. Our next witness will be Mr. McMaster.

TESTIMONY OF JOHN F. McMASTER, PRESIDENT, NEW ENGLAND
PRESS ASSOCIATION AND PUBLISHER OF THE PUBLIC SPIRIT
AND THE FORT DEVENS DISPATCH; ACCOMPANIED BY WIL-
LIAM G. MULLEN, NATIONAL ASSOCIATION OF NEWSPAPERS

Mr. McMaster. Good morning, Mr. Chairman. The National News-
paper Association is honored by your invitation to participate in these
hearings. I am a newspaper publisher myself and have taken the pre-
rogative to do a little editing so that T can keep my statement as brief
as possible. However, you do have the entire statement for the record.

83-599—74— 4
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Mr. DoNonue. Thank you. Without objection the full statement will
be included in the record.
[ The material referred to follows:]

STATEMENT OF THE NATIONAL NEWSPAPER ASSoCIATION oN H.R. 6668 Axp RELATED
Biits To Permit CerraiN AcriviTies CoNCERNING LOTTERIES AUTHORIZED BY
Law

Good morning, Mr, Chairman. The National Newspaper Assoclation is honored
by your invitation to participate in these hearings.

My name is John F. McMaster and I am accompanied here today by William
G. Mullen, Secretary and General Counsel of the National Newspaper Assoeiation.
I publish The Public Spirit in Ayer, Mass,, a newspaper that has been published
for 104 years. I also publish the Ft. Devens Dispatch, a military base newspaper,
Fach is a weekly publication and their total combined circulation is 11,000 of
which about one-half is distributed by mail.

I also currently serve as the President of the New England Press Association,
which represents about 250 daily and weekly newspapers out of approximately
300 newspapers in the six New England states.

At the present time, I am also a member of the National Newspaper Associa-
tion's Government Relations Committee which is responsible for formulating and
recommending policies on federal legislation for the Association.

Mr. Mulien and I appear here on behalf of both the National Newspaper As-
sociation and its affiliate, the New England Press Association, NNA coordinates
all of its activities very closely with 47 affiliated state and regional newspaper
associations such as N.E.P.A.

INTRODUCTION

In view of the fact that this is the first time that either of our organizations
has appeared before your Subcommittee, perhaps we should begin by providing
you with a brief summary of the purposes of NNA and the composition of its
membership.

NNA is a Nebraska not-for-profit corporation. Its founding dates back to 1885
when it was originally formed as the National Editor's and Publisher’s Associa-
tion. That name was quickly changed to the National Editorial Association,
which stood until the last several years, when it was once again changed to the
present name to more accurately reflect the modern scope and purpose of the
Association.

NNA is the only national trade association which is open to all daily and weekly
community newspapers. Its purposes are to unite newspaper editors and publish-
ers for the promotion of the newspaper industry and to provide a medium
whereby the best interests of the communities served by our members may be
likewise promoted.

In addition, NNA is concerned with improving standards of journalism and
with teaching its members improved methods of managing and conducting
newspapers.

There are 7,641 weekly newspapers in the United States, according to NNA's
own 1974 National Directory of Weekly Newspapers. The total circulation of all
these weeklies is nearly 33 million, while readership is estimated to be almost
140 million. The average cirenlation of these weeklies is about 4,500. The circu-
lation of some weekly newspapers however is as low as 100, while others are as
high as 300,000 (when all publications of a single publishing company serving a
single suburban area are counted). NNA presently counts approximately 5,300
weekly newspapers as members,

There are an additional 950 daily newspapers which belong to NNA out of a
total of 1,750 dailies in the United States. NNA members in the daily newspaper
field tend to be those published in smaller to medium-sized communities with an
average circulation of approximately 10,000,

NNA estimates that more than 859, of its member newspapers rely almost
exclusively on mail service for delivery to subscribers. While few community daily
newspapers rely exclusively on the mails for delivery, most use the mails to a
small degree at least, mainly for delivering copies to subseribers beyond loeal
earrier delivered area. The same holds true for weekly newspapers in suburban
areas.

There are a substantial number of daily newspapers, however, nearly 300,
which rely on the mail for delivering a very large number of copies to subseribers
in outlying areas or in a nearby state.
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The membership of the New England Press Association nearly parallels the
types of newspapers represen ted by NNA.

NNA POLICY RELATIVE TO FEDERAL LOTTERY LEGISLATION

The current policy of the National Newspaper Association with regard to
{he subject legislation is derived from a resolution adopted with the unanimous
approval of nearly 700 members present at the Convention of the National
Newspaper Association held in Portland, Oregon, July 21, 1972, The resolution
approved by the membership at that meeting reads:

Whereas, the National Newspaper Association Board of Directors and the
Government Relations Committee have considered the need for amendments
to federal laws which prohibit advertising and reporting of state-sponsored
lotteries and other activities made legal by the states.

THEREFORE, be it resolved that the National Newspaper Association
support and work for federal legislation to achieve this purpose.

Earlier in the same meeting, the Association’s Board of Directors had approved
a motion that the Association support legislation which would allow the adver-
tising and/or reporting of any activity which is legal in a given state. The motion
received the unanimous approval of the full Board of Directors.

This policy was reaffirmed as recently as October, 1973 during the Annual
Business Meeting of the Association, when it was reported that the NNA Govern-
ment Relations Committee had firmly recommended the continuance of this
llllill"}"

A similar policy has been adopted by NEPA.

LEGISLATIVE RECOMMENDATIONS

While NNA recognizes that the principal bill under consideration by the Com-
mittee, H.R. 6668 would greatly improve the present sitnation which restricts
the advertising and reporting of events relative to state-conducted lotteries,
NNA recognizes too that this legislation solves only a part of the problem faced
Ly newspaper publishers and editors.

The Committee has been adequately briefed by your own staff and other
witnesses as to the various problems associated with existing laws, amendments
to which are now under consideration. Newspaper publishers are principally
concerned with the prohibitions'in federal laws against the reporting of events
connected with state lotteries or the listing of prize winners in newspapers which
travel across state lines by any means or which travel through the United States
Aail, The same prohibitions apply equally to advertising in newspapers in the
mail or erossing state lines by other means.

Specifically, NNA believes that H.R. G668 is inadequate in the following re-
spects, so far as newspapers are concerned :

1. It only permits advertisements, lists of prizes of information concerning a
lottery condueted by a state in a newspaper published twithin that state; it does
not permit a newspaper published in another state to carry the information of
the other state's lottery even though the state where the mnewspaper is pub-
lished may have its own lottery. The newspiaper would only be able to carry
information concerning the lottery in its own state.

For example, a newspaper published in New York conld only carry informa-
tion abiont the New York State Lottery. It could not carry news or information
or advertising for lotteries in New Jersey, Pennsylvania, New England, or any
other states, even though the lotteries in those states are conducted by the states
under authority of state law.

2 So far as the mail prohibitions are concerned, H.R. 6668 would not permit a
newspaper containing lottery information, news or advertising to be mailed to
an addressee living outside the state of publication.

For example, a newspaper published in New York containing information
ahont the New York lottery could not be mailed to a subseriber living in New
Jersey, Pennsylvania, or New England here even thongh those states have their
own legally authorized state-conducted lotteries.

Of equal importance, H.R. 6668 does not even consider other types of lot-
teries, snch as bingo games, raflles and others, which are being legalized by
states in ever increasing numbers. The National Newspaper Association on be-
half of newspapers in every state, believes that newspapers should be allowed to
carry news and advertising for any type of lottery operation which has been
made legal under authority of state law. :
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4. Likewise, the National Newspaper Assoclation strongly believes that no
newspaper should be prohibited from carrying advertising, news stories or lists
of winners for any lottery legally authorized by a state. H.R. 6668 only partially
remedies this situation. We believe that this committee should approve legisla-
tion authorizing newspapers in states which do not have lotteries to carry adver-
tising, news stories, or lists of prizes and winners for lotteries operating under
authority of state law.

NNA BUPPORTS H.R. 12235

NNA has endeavored to keep track of and examine all of the bills which have
been introduced on this subject. Of those now pending before this Subcommittee,
we believe that H.R. 12235 is most satisfactory to the needs of newspaper pub-
lishers and editors. For that reason, we strongly urge the Committee to consider
approval of this bill.

Basically, H.R. 12235 allows any newspaper of general circulation to carry
advertisements, lists of prizes, or information concerning lotteries which are
lawful in the state where conducted. The definition of lottery, however, does not
include the placing or acceptance of bets or wagers on sporting events or contests,

H.R. 12235 also permits newspaper of general circulation which contain adver-
tisements, list of prizes or information concerning lotteries which are legal in the
state where conducted to be mailed to subseribers living in other states.

ARGUMENTS

Mr, Chairman, as representatives of smaller newspapers throughout the coun-
try, we believe that present laws are discriminatory against smaller newspapers,
both daily and weekly, Large newspapers which are carrier-delivered and which
circulate principally within the state where published, can now carry advertise-
ments, news stories and lists of winners for any type of lottery, whether it be
State-conducted or simply state-authorized. These newspapers with their huge
circulations can afford to replate the pages where such ads appear so that copies
being sent by mail or out of state by other means can be changed to eliminate
the lottery ads or other information.

Small newspapers, however, eannot afford such “split” editions. For the small
amount of revenue which such advertising brings to them, it does not ma ke eco-
nomiec sense for them to attempt to replate the pages containing lottery ads or
other information so that copies going in the mail do not carry the proscribed
information.

This being the case, smaller newspapers are foreclosed from carrying any
information concerning lotteries whatsoever, even though their readers are likely
supporters of state lotteries, or at least interested observers,

It is our understanding that many state-conducted loteries are not producing
the revenues originally anticipated by their backers. We believe that a principal
reason for this revenue deficiency has been the lack of advertising in newspapers
and other media on behalf of these lottery programs. The same is true with
regard to bingo, rafles and other types of lotteries, now being authorized by
several states, Lotery promotions are thereby restricted to less effective medina,
increasing their expense, and decreasing their efficiency.

Lotteries have been authorized principally for the purpose of eharity, and
educational funding, but they fail to receive the support of much of the publie
since the public is not aware of their existence. This could change drastically
wereé newspaper advertising as well as news coverage to he allowed.

As newspaper people, we believe that advertising can make the difference
between a lottery that is simply “breaking even” and one that could be completely
successful. It is incongruous that the Congress, at a time when the federal
government is encouraging a rebirth of state and local activity and self-reliance
through such programs as revenue sharing, stands in the way of those states
which have decided to try a state lottery as a means of raising needed revenues,

According to the Steering Group On Federal-State Problems Relating To State
Lotteries, 14 states and the Virgin Islands now have legislation establishing
state-conduected lotteries, Several more states including TIllinois, Washington,
Montana, and Iowa have authorized bingo games. raffles and other lotteries, the
proceeds of which are directed to be used for charitable or edueational purposes.

The conduet and promotion of all types of legal lotteries is ineguitably inhibited
by present statutory restraints at the federal level. We believe it is time for the
Congress to recognize the rights of individual states to condnct their lawful
business without undue federal interference, particularly when that interference
is based on archaic and obsolete laws.
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These obsolete laws were first enacted in 1890 in furtherance of the federal
government’s policy of refusing to permit any facility of interstate commerce
or transportation to be used in connection with illegal private lotteries. While
the federal government may have a legitimate concern with restricting the
promotion of private lotteries because of their possible control by organized crime
forces, this is certainly not the case where lottery operations are either con-
ducted by a state or by charitable of eduecational organizations within a state
under authority of state law. The legislation we support would not risk making
the mails, or interstate transportation available for the promotion of illegal
lotteries.

The states involved, all sovereign bodies, have made the decision, notwith-
standing arguments in opposition, that their citizens want lotteries. These
decisions have been reached on both social and economie grounds. The benefits
of state conducted lotteries run both to the state and to the people. The people
benefit by having honest lotteries, many times in place of illegal and dishonest
lotteries, and the state benefits by having substantial amounts of revenue fed
into its treasury.

It is time for Congress to take action to insure that the actions of the federal
government do not frustrate policy decisions of these states which have already
decided in favor of lotteries of one type or another and other states which are
expected to do so in coming months and years.

NNA sincerely believes that the time has come for Congress to seriously ex-
amine a law first enacted by the 51st Congress. Responsible organizations
estimate that 30 states will have lotteries in 5 to 10 years. Is it not time for
Congress to decide that what may have been appropriate for 1890 and following
deeades, is nolonger appropriate in the 1970's?

Once a citizen pays his money to the state lottery, those funds become the prop-
erty of the state. Yet, no newspaper moving through the mails or across state
lines is allowed to carry a single story or advertisement about those state funds
even though millions of dollars are often involved. The same is true of funds
generated by lotteries conducted by charitable or educational organizations,
which, although they do mot belong to the state, are still “public” since the
operators of such lotteries must make sure that they are properly accounted for
as directed by the state law. Yet newspapers are prohibited from discussing such
lottery programs in their news or advertising columns. This would appear to
make it easy for dishonest lottery operators to engage in praetices which
would benefit the publie at large.

This may be why Ontario, Canada, according to information given to NNA,
requires lotteries to list winners in newspapers. This may be a philosophy which
this committee will want to consider adopting. It would also aid states holding
millions of dollars in unclaimed winnings.

We think it is obvious that present laws seriously impair the First Amendment
to the 17.8. Constitution. The inhibitions on a free press are so obvious in fact that
NNA believes that little mention is necessary.

A Federal Court of Appeals in New Jersey recently spoke to the problems
which such laws encounter when juxtaposed against the First Amendment, in
ruling that a Federal Communications Commission ruling forbidding the broad-
casting of an announcement of a winning number in the New Jersey lottery
violates the First Amendment. In its decision the Court commented :

“The primary value of these items to the publie is in conveying the latest news
as promptly as possible so that it has the opportunity to be informed of news
items of possible immediate public concern.” (Quoting an earlier Supreme Court
case, Rosenbloom v. Metromedia, 1971.)

“The FCC reasons that because the winning number is of interest to only a
limited class of persons (a mere 2,750,000 ticketholders on a typical Thursday),
it ie not an item of news, and hence is not protected information . . . we reject
the premise that the size of the class of persons interested determines what
is news."”

“The First Amendment makes clear that it is beyond the competency of any
governmental ageney to determine, that any item of information is, for any news
medium, not news.”

“We conclude that the FCC misconstrued the Congressional mandate in the
Communications Aect of 1934. Nothing in that statute was intended to permit the
exercise by the FCC of control over editorial decisions of broadeast journalists.”

( New Jersey State Lottery Commission v. U.S., Jan. 2, 1974, U.S.C.A,, 3rd Cir.
No. 72-1878; Case on appeal to the U.S. Supreme Court.)
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We hope the Committee will keep the First Amendment in mind when drafting
legislation on this topic so that it does not unintentionally create new problems
in this area.

Attached to our statement you will find copies of two clippings. I believe you
will find these to be refreshing examples of how two editors chose to deal with
the current federal prohibitions on lotteries.

NNA URGES EXPEDITIOUS ACTION

In conclusion, Mr. Chairman, NNA urges the committee to move expedit
on this long-awaited legislation, The present laws canse our members sub
difficulty which ean only be remedied through effective legislation. Quick ¢

by this subcommittee will make final congressional action of this legislation

possible yet in this session of Congress.

Thank you for your attention., We will be happy to provide auswers to any

questions you may have.

Vashon-Maury Island Beachcomber,

Vashon, Washington

e e e e e

§ 2nd class censors

So you want o hold a raffle. Or maybe
you're planning an Island version of the
Irish sweepstakes. Or perhaps’ your
group has talked the powers that be Into
giving you a license to run bingo games.

Well, tine, Just don‘t come fo us. You
will not be reading about raffles, lot-
teries, sweepstakes, ‘or bingo games In
this paper. We will not be writing about
them in the news columns; you won't be
seeing pictures of the elated winners
when their lucky number is drawn oul of
the bin: and you won't be able to buy
advertising space for your money-ralsing

effort,

Indeed, you say. What kind of
purifanical press have we here? What
have you guys got against the sport of
gambling, especially when it‘s for a good
cause, you might ask.

Not a thing, we reply. It's just that our
free press. guaranteed, by the First
Amendment, is not so fotally free after
all. In case you would like a litie review
of the Constitution, Article | of the Bill of
Righis says in part, “Congress shail
make no law...abridging the freedom of
speech, or the press...”

In spite of that guarantee, there Is one
federal agency that packs a lot of wallop
when it comes Yo abridging the freedom
of fhe press: The Unifed States Postal
Service.

The power of the postal authorities fo
stop the free flow of information has been
demonstrated countless times since post-
Civil. War davs, when the federal postal

ohscenity law was passed. Their oft-time
arbitrary and capriclous enforcement of
the law, which enabled them fo prohibit
people from using the mail service, was
frequently in direct conflict with the
courts.

But their confrols are not limiled to
ohscenity, whatever that is. The federal
code, along with postal service
regulations, prohibits the dessemination
of lottery information,

So even il your raffle or bingo game Is
for the noblest of causes, we cannot print
one word withou! endangering our second
class mailing privileges. And if we can’t
mail second class, we're going fo have fo
peddie our bicycles pretty hard to get our
papers delivered Thursday morning.

Wait a minule, you oblect... Isn*} thers &
large Sealtle daily paper holding a
“lycky number sweepstakes?'
Howcum?

Well, it appears they can get by with i}
because their papers are circulated by
hand, not through the malis. So what it
all boils down to is rank discrimination.
The big boys can get away with things the
little guys can’t. It will take an act of
Congress (and we mean that quite
literally) to alleviate the discrimination.
'Oh, yes. There Is one clrcumstance
which would allow us to publicize your
raffle. If it's a fraud, we can write all
‘about it, ﬂryfhing that occurs In the
courts is open to all the publicity the
press wants o giveit.

So if yopr .raffie Is an honest: one,
mym'’s #heu. If not, see you in court.

m.m
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Lapeer Co. Press, Lapeer, Michigan

ir, in news stories ar in {.Jlf'.’l
The o

fores

The Press )7...1’_ arne ul‘ h

in thiz 5

We can't tell
where fo buy
loﬂery fickefs

home 1o throw up.

Yo
Press ar a newsst you Il Jind a

Mr, McMaster. There are several points pertaining specifically

to newspapers that I think we should {}oin(‘ up.
My name is John McMaster and I am accompanied here today

by William Mullen who is the secretary and general counsel for the
National Newspaper Association.
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I publish The Public Spirit, in Ayer, Mass., a newspaper that has
been published for 104 years, and presently covers a six-town area.
I also publish the Fort Devens Dispatch, a military base newspaper.
Each is a weekly publication and tLeir total combined circulation is
11,000 of which about one-quarter is distributed by mail.

I also currently serve as the president of the New England Press
Association, which represents about 250 daily and weekly newspapers
out of approximately 300 newspapers in the six New England gtates.

At the present time, I am also a member of the National Newspaper
Association’s government relations committee. Mr. Mullen and I ap-
pear on behalf of both the National Newspaper Association and its
affiliate, the New England Press Association. NNA coordinates all of
its activities very closely with 47 affiliated State and regional news-
paper associations such as N.E.P.A. and of course, we have five of
our six New England States with lotteries so this is of some interest
to us.

Just a couple of numbers to point up what the organization is.
There are 7,641 weekly newspapers in the United States, according
to NNA’s 1974 National Directory. The total circulation of all these
weeklies is nearly 35 million, while readership is estimated to be
almost 140 million. The average circulation of these weeklies is
about 4,500. The circulation of some weekly newspapers is as low as
100, and others, of course, go as high as 300,000, when all the publica-
tions of a single publishing company, a small chain serving a single
suburban area are counted. NAA presently counts approximately
5.300 weekly newspapers as members.

There are an additional 950 daily newspapers which belong to NNA
ont of a total of 1,750 dailies in the United States.

The current policy of the National Newspaper Association with re-
gard to the subject legislation is derived from a resolution adopted
with the unanimous approval of nearly 700 members present at the
convention of the NNA held in Portland, Oreg., July 21, 1972. The
resolution approved by the membership at that meeting reads:

Whereas, the National Newspaper Association Board of Directors and the
Government Relations Committe have considered the need for amendments to
federal laws which prohibit advertising and reporting of state-sponsored lotteries
and other activities made legal by the states,

Therefore, be it resolved that the National Newspaper Association support
and work for federal legislation to achieve this purpose.

A similar policy has been adopted by the New England Press
Association.

While NNA recognizes that the principal bill under consideration
by the committee, H.R. 6668 would greatly improve the present situa-
tion which restricts the advertizing and reporting of events relative
to State-conducted lotteries, NNA recognizes, too, that this legisla-
tion solves only a part of the problem faced by newspaper publishers
and editors.

Newspaper publishers are principally concerned with the prohibi-
tions in Federal laws against the reporting of events connected with
State lotteries or the listing of prize winners in newspapers which
travel across State lines by any means or which travel t]]n'ml,r_rh the
U.S. mail in any way. The same prohibitions apply equally to ad-
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vertizing in newspapers in the mail or crossing State lines by other
means.

Specifically, NNA believes that H.R. 6668 is inadequate in the fol-
lowing respects, so far as newspapers are concerned. I think these are
important, so I will list them for you. I will take only a minute,

It only permits advertisements, lists of prizes or information con-
cerning a lottery conducted by a State in a newspaper published
within that Stafe; it does not permit a newspaper published in an-
other State to carry the information of the other State’s lottery. even
though the State where the newspaper was published may have its
own lottery. The newspaper would only be able to carry information
concerning a lottery in its own State.

My own paper, for example, covers a six-town area adjacent to the
New Hampshire border, and I am sure that you can see the problems
that are involved.

For example, a newspaper published in New York could only carry
information about the New York State lottery, and that only when
it is not circulated in the mail within the State. It could not carry
news or information or advertising for lotteries in.New .Jersey,
Pennsylvania, New England or any other States, even thongh the
lotteries in those States are conducted by the States under the author-
ity of State law.

So far as the mail prohibitions are concerned, HLR. 6668 would not
permit a newspaper containing lottery information, news or adver-
tising to be mailed to an addressee living outside of the State of
publieation.

I think that The Public Spirit is typical in this regard. We mail
about 300 copies a week to virtually every State in the Union. This is
small, but these are people who have moved away from my area and
want to keep up with their hometown. And of course, most weekly
newspapers are in that category. They must mail outside of their
States.

For example, a newspaper published in New York containing in-
formation about the New York lottery could not be mailed to a sub-
scriber living in New Jersey, Pennsylvania, or New England, even
though those States have their own legally authorized State-conducted
lotteries. &

Of equal importance, H.R. 6668 does not even consider other types of
lotteries, such as bingo games, which are, as you know, being approved
in several States. raflles. and several others, which are being legalized
in States in ever-increasing numbers. The National Newspaper Asso-
ciation. on behalf of newspapers in every State, believes that news-
papers should be allowed to carry news and advertising for any type
of lottery operation which has been made legal under the authority
of State law.

Likewise. the National Newspaper Association strongly believes that
no newspaper should be prohibited from carrying advertising, news
stories or lists of winners for any lottery legally authorized by a
State. H.R. 6668 only partially remedies this situation. We believe that
this committee should approve legislation authorizing newspapers in
States which do not have lotteries to carry advertising, news stories, or
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lists of prizes and winners for lotteries operating under authority of
State law.

Of those now pending before the subcommittee, we believe that
H.R. 12235 is most satisfactory to the needs of newspaper publishers
and editors. We for that reason strongly urge the committee to con-
sider approval of this bill.

Basically, H.R. 12235 allows any newspaper of general circulation
to carry advertisements, lists of prizes, or information concerning
lotteries which are lawful in the State where conducted. The definition
of lottery, however, does not include the placing or acceptance of bets
or wagers on sporting events or contests.

H.R. 12235 also permits newspapers of general circulation which
contain advertisements, lists of prizes or information concerning lot-
teries which are legal in the State where conducted to be mailed to
subseribers living in other States.

Our arguments, T would just point out very quickly and just pick
out the pertinent sentences—we believe the present laws are diserimi-
natory against smaller newspapers, both daily and weekly. Large
newspapers which are carrier-delivered and whieh circulate princi-
pally within the State where published, can now carry advertisements,
news stories, and lists of winners for any type of lottery, whether it be
State-conducted or simply authorized.

These newspapers with large circulations can afford to replate the
pages where such ads appear so that copies being sent by mail or out
of State by other means can be changed to eliminate the lottery ads
or other information.

Smaller newspapers, however, cannot afford such split issues. For
the small amount of revenue that such advertising brings them, it
does not make economic sense for them to attempt to replate the pages
containing lottery ads or other information so that copies going in the
mail do not carry that information. For example, in my case it costs
$60 for me to replate one page. With a weekly newspaper, we could
guess that maybe we would have a $50 advertisement involved and
probably not much more than that, so that it is an economic problem
with us.

As newspaper people, we believe that advertising can make the dif-
ference between a lottery that is simply breaking even and one that
could be completely successful. T think some of our previous speakers
have commented on that. It is incongruous that the Congress, at a time
when the Federal Government is encouraging the rebirth of State and
local activity and self-reliance through such programs as revenue
sharing, stands in the way of those States which have decided to try
a State lottery as a means of raising needed revenues.

The legislation that we support does not risk making the mails or
interstate transportation available for the promotion of illegal
lotteries.

It is time for Congress to take action to insure that the actions of
the Federal Government do not frustrate policy decisions of these
States which have already decided in favor of lotteries of one type
or another and other States which are expected to do so in the coming
months and years.

Once a ecitizen pays his money to the State lottery, those funds be-
come the property of the State. Yet, no newspaper moving through
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the mails, even within a State or across State lines, is allowed to carry
a single story or advertisement about those State funds, even though
millions of dollars are often involved. o=ty

We think it is obvious that the present laws seriously impair the
first amendment to the U.S. Constitution. The inhibitions on a free
press are so obvious in fact that NNA believes that little mention is
necessary.

Attached to our statement you will find copies of two clippings. 1
believe you will find these to be refreshing examples of how two edi-
tors chose to deal with the current Federal prohibition on lotteries.

In conclusion, Mr. Chairman, NNA urges the committee to move
expeditiously on this long-awaited legislation. The present laws cause
our members substantial.difficulty, which can only be remedied through
effective legislation. Quick action by this subcommittee will make final
congressional action possible yet in this session of Congress.

Thank you for your attention. We will be happy to provide answers
to any questions you might have. And may I also say, thank you for
scheduling this hearing. We have been waiting anxiously for many
months.

Mr. Doxornue. Mr, Mann?

Mr. Man~. No questions.

Mr. DoNonug. Ms. Jordan ?

Ms. Jorpax. No questions, Mr. Chairman.

Mr. Doxonue. Our next witness will be Mr. John B. Summers, gen-
eral counsel of the National Association of Broadecasters.

Mr. MurLes. Thank you, Mr. Chairman.

Mr. Smarruck. Is Mr. Summers in the room?

[ No response.]

Mr. Doxonue. Our next witness will be Mr. Ralph Bateh.

TESTIMONY OF RALPH F. BATCH, FORMER DIRECTOR OF THE NEW
JERSEY STATE LOTTERY, ADVISOR TO THE ILLINOIS STATE
LOTTERY

Mr. Barcn, Thank you, Mr, Chairman.

My name is Ralph F. Batch. I was the executive director of the New
Jersey Lottery for approximately 4 years until January of 1974, I
was the past President of the National Association of State Lotteries
until several months ago.

My, Carella mentioned the New Jersey State Planning Commission,
Lottery Planning Commission. I was selected by the Governor of
New Jersey to serve on that Commission, as one of the two members
of the public. Currently, I have been invited by the Governor of the
State of Illinois to assume the responsibilities of the Superintendent
of the Illinois State Lottery when it becomes effective.

I will try to avoid any repetition andwill endeavor to perhaps assume
the position of representing the public, rather than as an executive
director on two pertinent points today that I believe may be of assist-
ance to you in your decision process.

The State of Illinois did enact in the Illinois lottery law providing
for an implementation of the State lottery. Said law will be effective
as of July 1, 1974. We are actively engaged in the planning phase of
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structuring the lottery program, and although Illinois cannot state
with experience as to the disadvantages imposed by the restrictions of
the existing antilottery legislation, it did become quite evident that the
complexities inflicted by the limitations established under the current
federal legislation adversely effects the administration or the setting
up of the administration of a new State lottery.

Perhaps if for no other reason, the present legislation should be
modified so as to benefit the residents in the State where lotteries are
duly authorized an equal opportunity to obtain news significant to a
large segment of its population through the media of radio and tele-
vision. And to prohibit otherwise in my opinion is a disservice to the
public interest. Mr. Carella touched on the fact that the Federal Com-
munications Commission had ruled that the broadeast announcement
of the winning number in the weekly New Jersey lottery was not only
news, but the third circuit court of appeals held that it was “hot news”.

As you are well aware, and your record will show, that decision was
reached—there were two hearings on it. The third circuit court of
appeals originally heard it as a three-judge panel. They reheard it
and they sat en banc with all eight judges sitting, and it was a unani-
mous decision by those eight judges.

Their decision, I think, Mr. Carella touched on sufficiently as being
a violation of the first amendment. However, as a consequence of the
fact that their original ruling prohibited the use of the radio and tele-
vision for the announcement of the winning number, the New Jersey
State Lottery did construct a very expansive telephone network. And
it was mentioned that it took 9 months to construct it and engineer
it, and there were as many as 1.5 million calls per month at a cost to
the public of $150.000, because of the 10 cents per call. The point that
1 would like to make is that T think that it is an imposition on the
public that they are anxious for such information, that it could be
readily made available to them by virtue of the passage of H.R. 6668.

You mentioned, Mr. Chairman, the fact that they could read their
newspaper and get the number. That should seem to a logical person
suflicient. But the drawing in New Jersey occurs at 11 o'clock in the
morning. The larger newspapers in the State are morning papers, and
people are not interested in waiting for tomorrow’s newspaper to find
out what the winning number was today. It is published in those
newspapers.

And one other point that T may make at this time is that there are
21 daily newspapers in the State of New Jersey, Mr. Chairman. But
perhaps even more significantly to me is the fact that every effort is
made by State-operated lotteries to live in a fishbowl, to expose them-
selves completely to the public. So that their integrity would never be
challenged. T have always strongly felt that the public is entitled to
witness the selection of the winning number. It is a vital part in the
integrity of a State-operated lottery. In order to do that, they do
travel from one end of the State to another and publicly have the se-
lection of the winnine number. Bnt T believe that the public would be
much better served if that drawing could be held on a TV network
at the time that it actually occurs. and then the entire population in-
terested could view the seleetion of that winning number.

One other thing that was touched on briefly in previous testimony
was the unpaid and unclaimed lottery prize awards. During the first
year and one-half of the operation of the New Jersey Lottery there
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was an amount of more than $6,800,000, $6,800,000 of unclaimed prize
money. I contend that that would have been significantly reduced, and
the public again, would have benefited, had they had the opportunity
to utilize radio and television to inform them as to the winning num-
ber and to better inform them with reference to the manner in which
the lotteries operate, so that they would be more aware as to whether
they were a winner or not..

Mr. Chairman. I know it is going to be a long day and I am not going
to belabor the things that you have heard or what you will hear. But
only from the standpoint that the public, T am confident, would be
served, and I urge you to look favorably upon H.R. 6668.

Thank you, sir.

Mr. Dononve. Mr. Mann?

Mr. Maxx. Just an observation, Mr. Chairman.

I can see some rather interesting results coming from an 11 a.m.
television drawing. I suspect that the interest of some would be such
that each business would have a television set for its employees, and
I am sure that the employees would try to make that correspond to
the morning coffee break. It is just the modern world.

Mr. Barci. Maybe perhaps, if that were a problem and the industry
were disrupted, the hour of the day of the selection is generally at-
{uned more to the convenience of the public as to when it can most
quickly be inserted into a newspaper. If you had a television network,
perhaps your hour of selecting your winning number would be more
at the 6 o’clock or later time.

Mr. Maxy. It occurred to me earlier when you mentioned not being
able to wait on the next morning’s paper that there could be a different
time.

Mr. Baromn. You always have that controversy, sir, where you have
your morning newspapers and your evening newspapers. And if you
give it at one time you are diseriminating against or in favor of.

“Mr. Max~. No further questions, Mr. Chairman.

Mr. Doxonue. 1 might mention that at this hearing our esteemed
colleague, Congressman McClory was here, and he wanted you to
know that he is quite interested in your position.

Mr. Barca. Thank you, Mr. Chairman.

Representative McClory has been very courteous and gracious to us.

Mr. Doxonve. Thank you very much.

Mr. Barcn. Thank you.

Mr. Doxornve. We will now hear from Mr. Herbert Robbins.

TESTIMONY OF HERBERT ROBBINS, DIRECTOR OF THE
LEGISLATURE OF MICHIGAN'S WASHINGTON OFFICE

Mr. Ronsins. Mr. Chairman, my name is Herbert Robbins. I am the
director of the Legislature of Michigan's Washington Office.

In order to be even briefer than my statement, I would like to submit
it for the record and touch on just three points.

Mr. Doxonve. In view of the hour, it is now 12 o'clock, we would
be pleased if you would be brief.

Mr. Ropeixs. Thank you.

First. the Legislature of Michigan believes that each State has the
right to determine whether or not to conduct a lottery within its
borders. The Federal Government should not restrict such activity
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within a State, and that the undoubted authority and responsibility
of the Federal Government to control activities between States should
be carefully balanced so as not to be a pretext for advancing one
State's interest at the expense of other States, or of exercising a Fed-
eral veto over legitimate State decisions.

Second, the Legislature of Michigan supports H.R. 6668 and simi-
lar bills. We would specifically point out three similar bills introduced
by members of Michigan’s Congressional Delegation, H.R. 1485 by
Representatives Broomfield, Brown, Cederberg, Diggs, Dingell, Wil-
liam Ford, Harvey, Nedzi, and Riegle; H.R. 6554 by Representative
O’Hara ; and H.R. 6536 by Representative Vander Jagt.

Third, I would like to point to the steering group on Federal-State
roblems relating to State lotteries, which is a group located here in

Vashington, D.C. On page 2 of that statement, we suggest several

ways of expanding the language of IH.R. 6668, which we think are
consistent with the purpose of that act, and specifically as to the broad-
casting we would suggest that the excmgtion from Federal prohibi-
tions against promoting or advertising State-run lotteries on FCC-
licensed radio and television stations located within a State or a State
adjacent to a State promoting or advertising a State lottery, if (a)
the State in which the radio or television station is physically located
also has a State lottery, () the State or portion thereof, is within the
broadcast area assigned to the station by the FCC, and (¢) local busi-
nesses regularly purchase advertising from the station to reach their
local customers.

Thank you, sir.

Mr. Doxomnue. If you desire to have your complete statement made a
part of the record, it will be so ordered.

Mr. Roppins. Thank you, sir.

[ The prepared statement of Herbert Robbins follows:]

STaTEMENT oF HERBERT A. RoBRINS, DIRECTOR OF THE LEGISLATURE oF MICHIGAN'S
WaAsSHINGTON OFFICE

Mr. Chairman. My name is Herbert Robbins. I am the Director of the Legisla-
ture of Michigan's Washington oflice. At the direction of my principals, I have
been involved in efforts to remove Federal restrictions on the use of the mails
and the media as they apply to State lotteries. I thank you for this opportunity
to appear before this conumittee to discuss what the leadership of the Legislature
of Michigan believes to be the overriding policy consideration—the proper rela-
tionship between the Federal government and the States,

Simply stated, we believe (1) that each State has a right to determine whether
or not to conduct a lottery within its borders; (2) that the Federal government
should not restriet such activity within a State, and (8) that the undoubted
anthority and responsibility of the Federal government to control activities
between States should be carefully balanced so as not to be a pretext for advanc-
ing one State's interest at the expense of other States or for exercising a Federal
veto over legitimate State decislons,

As the leadership of Michigan's Legislature see the question of Federal re-
strictions on the use of the mails and the media by a State-run lottery, the issue
is not whether a State should or should not have a lottery. Rather, it is the
responsibility of each State through its legislative process to make this deter-
mination. As you know, States have come ont both ways on this issue. The Legis-
lature of Michigan has authorized a lottery only after long consideration and
exhaustive debate. The Members of the Legislature, just as the Members of
Congress, are acconntable to the voters and are keenly aware of their Tesponsi-
bilities. We wonld therefore urge that this committee perceive its responsibility
as being limited to Federal-State relationships and not to the setting of a poliey
on gambling,
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Turning, then, to the consideration of Federal-State relations, the Legislature
of Michigan would urge this committee to support legislation to remove all pro-
hibitions of the use of the mails and the media for the conduct, promotion,
and advertisement of a legal State lottery within that State. To this end the
Legislature of Michigan supports H.R. 6668 and similar bills. We would specifi-
sally point to three similar bills introduced by members of Michigan's Congres-
sional delegation: H.R. 1485 by Representatives Broomfield, Brown, Cederberg,
Diggs, Dingell, William Ford, Harvey, Nedzi, and Riegle; H.R. 6454 by Repre-
sentative O'Hara, and H.R. 6536 by Representative Vander Jagt. Furthermore,
our Legislature subscribes to the Report of the Steering Group on Federal-State
FProblems Relating to State Lotteries which I have attached to my testimony
and request that it be inserted into the record of these hearings. That report
suggests several specifications for broadening the interstate promulgation of in-
formation about State lotteries which I believe are consistent with Federal eon-
cern for protecting the rights of States that do not conduet lotteries.

In conclusion, I would urge your committee to pass a bill which provides
equitable treatment to both States that operate lotteries and States that do
not, and which leaves States as free as possible to conduct legitimate State
business to the fullest extent possible,

REPORT OF THE STEERING GROUP ON FEDERAL-STATE PROBLEMS RELATING TO STATE
LOTTERIES

Fourteen States and the Virgin Islands now have legislation establishing State-
run lotieries, The conduct and promotion of these legal lotteries is presently in-
hibited by Federal government restraints (18 U.8.C. 1201-1304) on the use of
the mails and the media. In recognition of a State's right to conduect its lawful
business without undue Federal interference, nineteen bills have been introduced
in the House of Representatives to provide exemption from mail and/or media
prohibitions, Nevertheless, the responsible subcommittee of the House Judiciary
Committee has not scheduled hearings on this important matter.

On January 16, directors of nine State offices in Washingtonr: met at the Conneil
of State Government Headquarters to consider appropriate State action to gain
Congressional action, A steering group of four State Office directors was chosen
to investigate the potential for getting a hearing before the Subcommittee on
Claim# and Governmental Relations of the House Judiciary Committee and report
back to a meeting of representatives of all States that conduct lotteries.

A meeting has now been scheduled for Monday, February 11, at 3:00 p.m. in
room 135 of the Cannon Houge Office Building. In addition to representatives of
the governors and legislatures of the affected States, the steering group has in-
vited (1) Lottery Commissioners, (2) representitives of trade associations in-
terested in removing Federal restrictions on State lotteries, and (3) Congressmen
(and/or their staff assistants) who have sponsored or co-sponsored legislation
to exempt State-run lotteries.

It is the intention of the steering group to report on the status of legislative
activity, organize an effort to obtain Congressional action, establish specifications
for such legiglation, and bring together States interested in intervening in the
case of New Jersey Lottery Commission v. U.8., which the Federal Communica-
tions Commission has announced it will appeal to the Supreme Court, The fol-
lowing is a summary of specifications that the steering group agrees would meet
the minimal requirements of the States:

1. exemption from all Federal prohibitions on the use of the mails and FCC
licensed radio and television stations with respect to the operation of State lot-
teries (except the sale or offer of sale of tickets outside the State) and the re-
porting of information about State lotteries;

2, exemption from Federal prohibitions against promoting or advertising via
the mails within a State, and with respeet to newspapers and magazines, between
States to retailers and subscribers, and

3. exemption from Federal prohibitions against promoting or advertising State-
run lotteries on FCC licensed radio and televizion stations located within a State,
or in a State adjacent to the State promoting or advertising a State lottery if (a)
the State in which the radio or television staion is physically located also has a
State-run lottery, (b) the State, or portion thereof, is within the broadeast area
assigned to the station by the FCC, and (c¢) local businesses regularly purchase
advertising from the station to reach their local customers.

The steering group recognizes that the above listed specifications do not com-
pletely eliminate Federal restrictions on the promotion and advertisement of
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State lotteries, nor do they provide a special or beneficial treatment of State lot-
teries as some bills before the Judiciary Committee propose, Rather, they are
based on three principles. First, that Congress should recognize the right of a
State to conduct its lawful business, including a State-run lottery, without undue
interference from the Federal government. Second, the right of a State to conduct
a lottery should not infringe on the right of other States that do not conduct
lotteries. Third, there should be no infringement of the constitutional guarantee
of freedom of the press.

The steering group has concluded that there is a reasonable opportunity
to gain Congressional action if sufficient interest is expressed to Representative
Harold Donohue, Chairman of the responsible subcommittee of the House
Judiciary Committee. To accomplish this purpose members of the Congressional
delegations of affected Stateg should be urged to personally contact Representa-
tive Peter Rodino, Chairman of the House Judiciary Committee, Representative
Edward Hutchinson, the ranking minority member, and Representative Harold
Donohue, Chairman of the Subcommittee on Claims and Governmental Rela-
tions. In view of important and time-consuming duties now before the Judiciary
Committee it is only- logical to assume that action on State lottery exemption
legislation will be scheduled only if there is sufficient interest demonstrated.
With fourteen States and the Virgin Islands now conducting lotteries, the
affected States should be able to demonstrate the importance of this issue.

HerserT A, RoBRINS,
Director, Legislature of Michigan, Washington O flice.
JoaxN P. SENSENIG,
Director, Washington Ofiice, Commonwealth of Pennsylvania.
MARGARET HUGHES,
Assistant Director, Washington Office, New York State.
RENEE STEWART,
Director, Washington, Office of the Governor, State of Connecticut.

(Additional material furnished for the record by Mr. Herbert Robbins is as
follows :)

JANUARY 3, 1973.
Hon. WiLriaM G, MILLIKEN,
Governor of Michigan,
State Capitol Building, Lansing, Mich. .

Dear GoverNorR MiILLIKEN : Enclosed is a sampling of editorial comments
on current U.8. Postal Service regulations prohibiting the mailing of newspapers
containing lottery advertisements.

A resolution aimed at eliminating this antiquated and troublesome prohibition
died in committee last year, but as the first article enclosed indicates, Represen-
tative Broomfield intends to revive it.

A change in the law would be beneficial for us, and wonld make our adver-
tising more appealing to some papers, Some very large and very small papers
are currently putting up with some headaches caused by the federal regula-
tions, and there is really no necessity for such problems.

A note from your office to the Michigan delegation urging their support of
Representative Broomfield's proposal (or any other) would be helpful. Enclos-
ure of these clippings (or some of them) might put the issue in perspective for
our members of Congress.

Your support of a similar change in the regnlations of the Federal Com-
munications Commission (FCC) rules prohibiting radio and television coverage
of the lottery would also be helpful. Again, as in the mail regulations, the
prohibitions are antiquated.

The Michigan Lottery cannot realize ifs full potential unless ehanges are made
in federal laws originally designed withont state-run lotteries in mind.

We have had fine support from the media, both print and electronie, in our
early stages of developmenf, We should not make their job more difficult by
retaining these restrictions.

Your assistance in this matter, as always, will be appreciated.

Sincerely,
Gus HARRISON,
Commissioner.
Enclosure.
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Dear Congressman 25 e
As it is well known Michigan has adopted a lottery and the first ten weeks of

operation have indicated that it has been accepted overwhelmingly by the citi-
zens of the State of Michigan. Such success, of course, accrues to the financial
betterment of the state.

Although we are delighted with the initial response to the lottery, we are
deeply concerned with the inability of the telecommunications media to be able to
cover the Michigan lottery. Regulations of the Federal Communications Commis-
sion prohibit radio and television coverage of the lottery. Also, postal regulations
prohibit mailing of newspapers which contain advertisements regarding state
lotteries.

Last session Representative William S. Broomfield drafted legislation which
would amend existing federal regulations to make advertisements with respect
to state lotteries much easier. I urge your support in Representative Broom-
field’s proposal as well as other legislation which will allow the Michigan Lottery
to maximize its full potential.

Your assistance in obtaining this favorable legislation for the citizens of the
State of Michigan is gratefully appreciated.

Sincerely,
GOVERNOR.

STATE OF MIcHIGAN BUREAU OF STATE LOTTERY,
Langing, Mich., January 25, 1973.
Reépresentative WiLLiam 8. BROOMFIELD,
Rayburn House Ofice Building,
Washington, D.C.

Lottery Commissioner Gus Harrison said today that a resoluntion introduced in
Congress by U.S. Representative William S, Broomfield (R-Royal Oak) could
assist the Michizgan Lottery greatly in informing the public about the lottery.

Broomiield’s resolution, co-sponsored by eight other Michigan Congressmen,
would permit the transportation, mailing and broadeasting of advertising,
information and materials relating fo state-authorized lotteries.

Similar legislation was considered in Congress last year, Harrison said, but
since that time the number of states operating lotteries has increased to 10
{ Michigan, New York, Pennsylvania, Connecticut, New Jersey, New Hampshire,
Massachusetts, and South Dakota have operational lotteries, and Maryland and
Washington are preparing to launch lotteries,)

“With one-fifth of the states now operating lotteries and several others likely
to zet into the business this year,” Harrison said, “Mr. Broomfield's resolution
wonld appear to have a good chance of passage.”

Harrison said passage of the resolution might take care of the following
problems :

1. Prohibition against broadcasting the Weekly Lottery Numbers on radio or
television. Currently, radio and television are highly restricted in terms of what
they can say about the lottery. They cannot, for instance, broadeast the winning
numbers or tell the public where to buy tickets. The Bureau of State Lottery
somewhat reluctantly has purchased advertising time on CKLW radio in Wind-
sor, Ontario, to be able to reach some of its audience in the Detroit metropolitan
area.

2. Prohibition against mailing editions of newspapers containing lottery ad-
vertising or “promotion.” This restriction has eaused problems for the Burean as
well as licensed agents who would advertise the availability of lottery tickets if
the restrictions were eliminated.

“In these and other areas,” Harrison said, “we are faced with restrictions
which were created before the initiation of legitimate state-run lotteries, We feel
that the integrity of modern governmental lofteries has been adequately demon-
strated in the 10 years since state-run lotteries have been in existence. The elimi-
nation of these restrictions now seems reasonable.”

Harrison said that Elmer White, Executive Secretary of the Michigan Press
Association has been especially helpful in dealing with existing advertising and
news restrictions and is working for a change in those restrictions.

33-599—T74




He said Broomfield's resolution (HR 1485) was co-sponsored by the following
Michigan Congressmen: Rep. Garry Brown (R-Schooleraft), Rep. Elford Ceder-
berg (R-Bay City), Rep. Charles C. Diggs {D-Detroit), Rep. John D, Dingell
(D-Dearborn), Rep, William 0. Ford (D-Taylor), Rep. James Harvey (R-Sagi-
naw), Rep. Lucien N, Nedzi (D-Detroit), and Rep. Donald W. Riegle, Jr.
(R-Flint).

LI L] - L] . L]

Epirtor: Your support of this resolution would be greatly appreciated. You
may express your opinion by writing to Representative Broomfield or other Mich-
igan legislators. Representative Broomfield's address is:

-

WasziNgToN, D.C., July 8, 1973.

In just six months, Michigan's lottery already has proven to be a big winner.
Gross receipts total $82 million with $37 million of that going directly to the
treasury as profit.

Another $37 million went out as winnings to lucky ticket holders with the
remaining $8 million going for operating costs and commissions to ticket agents.

Yet, according to lottery officials, the Michigan lottery still has not reached its
maximum potential as a money-maker for the state.

It won't as long as some antiguated federal laws that prohibit sending news-
papers through the mail that carry lottery information and ban the use of radio
and T.V. for advertisements are wiped off the books.

These are the two most effective advertising techniques available to any
business. Take away this handicap and there is little doubt that lottery ticket
sales would skyrocket.

Last fall, 1 introduced legislation to repeal these outdated laws. Six months
later prospects look good for action by the House of Representatives.

My bill has been sponsored or introduced by almost forty other members of
Congress. Hearings very likely will be held this year although no firm date has
been set. The Judiciary Committee already has notified the Justice Department to
be prepared to submit testimony on my legislation. v

Like an ostrich that sticks its head in the sand everytime it sees something it
does not like, the Federal government seems to think that banning lottery ad-
vertisements in the media will make lotteries go away. Washington could not be
more mistaken.

First of all, Washington has no business interfering with a legal and legitimate
state ageney such as the Lottery Bureau. The people of Michigan have every
right to run and promote a legalized lottery as long as they do not try to solicit
sales in other states.

Secondly, with or without advertising, the lottery is going to survive. By
throwing up these senseless obstacles the Federal government is forcing Michi-
gan officials to go to Canadian radio stations for advertising.

So far, the people of Michigan have sent §100,000 across the border so that
lottery details could be beamed back into the state. Our state advertising media
annot accept those ads thanks to Uncle Sam.

Newspapers have not fared too well either, Postal authorities in Pennsylvania

-arned that sending a newspaper through the mail with just the winning lottery
number printed might be a violation. Fortunately, Michigan officials have not
been as rigid.

Yet, the fear of prosecution hangs heavy over any newspaper and many are
justifiably confused as to what they legally can and eannot do. If the law is
vague, we should rewrite it; if it is unnecessary, it should be repealed.

Actnally, these laws were never intended for state-run lotteries in the first place.
They were aimed at the racketeers who rake in big profits throngh the numbers
game, The numbers went underground and still flourish while legal lotteries
suffer the congequences.

So. who is kidding who, Uncle 8am? Eight states already have lotteries and
another two are about to begin with a half-dozen more giving the idea serions
rnns.-idera{inn. Some predict that before long every state will have its own
ottery.

The fact is that state lotteries are the best weapons against the numbers
racket. The state pays-off bigger winnings and it is much safer than dealing
with the underworld.
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Besides, the state gets badly needed revenues without resorting to taxes.
In West Germany, they have nation-wide lotteries that have lhe.full support
of their Federal government. Profits from those lotteries were big enough to
finance the multi-million dollar Munich Olympics. 4

t would be too much to expect Washington to give that kind of cooperation.
The best we can hope for is that the gag on newspapers and h_roud(r::r:ti-rs will
be removed so Michigan can get on with the business of running a successful

lottery.
Mr. Doxoroe. We will now hear from Mr. Edward Powers.

TESTIMONY OF EDWARD J. POWERS, PRESIDENT, NATIONAL ASS0-
CIATION OF STATE LOTTERIES AND EXECUTIVE DIRECTOR OF

THE NEW HAMPSHIRE SWEEPSTAKES COMMISSION

Mr. Powers. Mr. Chairman, members of the committee, I have a
prepared statement that I had presented to your committee, Mr.

Chairman. : ey T
Mr. Doxomue. Without objection, it will be made a part of the

record.
[The prepared statement of Edward J. Powers foliows:]

SrTATEMENT OF Epwarp J. Powers, ExecuTive DIRECTOR, NeEw HAMPSHIRE
SWEEPSTAKES COMMISBION

Thank you for this opportunity to express our views to your Committee. This
is a singular occasion for the New Hampshire Sweepstakes because we have been
trying to obtain a congressional hearing for ten years. In fact, our own Congress-
man Louis C. Wyman introduced the first bill in 1964 to amend the archaie
federal antilottery laws. Our Congressman James C. Cleveland is the present
sponsor of H.R. 13130. We are very pleased that our goals now have a chance to
be realized. There is at least a glimmer of light at the end of the tunnel.

I speak to you today prinecipally as Executive Director of the New Hampshire
Sweepstakes Commission, and also as President of the National Association of
State Lotteries. Both of these agencies have a common interest in the objectives
being sought.

The heart of the problem relates to the inconsistent efforts of the federal gov-
ernment to enforce, in our present jet age, laws that were enacted in the stage-
coach eran. We are certain you will agree that laws must have the respect and
support of the people if they are to be effectively enforced. We are all too familiar
with the price society has paid in the past to learn this lesson. It is my purpose
to illustrate the absurdity of the federal position in modern day society and to
urge your committee to report favorably on the bills that would modify the
present federal antilottery laws, as regards their application to sovereign States.

We strongly believe that the Federal and State Governments should be work-
ing closely together to ensure that State legalized lotteries are operated in the
publie interest. This can be atcomplished only through full diselosure by the
media of all activities and by joint cooperation as regards security, prize distri-
bution and financial accountability. It is self-defeating for the Federal Govern-
ment to restrict and impede this decigsion of sovereign States to raise supple-
mental rpvenue while at the same time it engages in revenue sharing and expects
cooperative Federal-State efforts to combat illegal gambling activities inspired
by organized crime. It makes little sense for the Federal laws to exempt pari-
mutual racing and to deprive the use of the mails, radio and television to State
lottery programs. The absurdity is manifested by the nightly broadeast of daily
double results at dog and horse tracks while the public is denied the right to be
informed of the weekly lottery number. ' '

There are many instances of the unfairness with which the Federal antilottery
laws have been administered. We have good reason to believe that the 1.*,.(],.1'-..{1
Government took unusually harsh positions against the New Hampshire Sweep-
stakes program to ensure its failure and to discourage other States from :I(Ien;.aﬁg
this concept of raising revenue. New Hampshire was not treated as a sovereign
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State but as an orphan and stepchild in the Federal system. States that have
entered the lottery business in the last few years have not run the same gauntlet.
Of course, we realize that the pioneer must always chart the paths and bear the
burdens of the unexplored. The main reason the program survived was that the
people wanted it,

Lest you feel that T am overdramatizing the early days of this singular en-
deavor, I wonld like to share with you a few of our experiences in trying to pierce
the iron curtain that was being erected around our State,

In the early part of 1964 the U.8. Attorney in Boston warned Boston news-
papers not to carry our list of prize winners in their mail or out-of-State editions.
He alerted them to the broad restrictions contained in Sections 1301 and 1302 of
Title 18, 11.8. Code, which were enacted prior to the turn of the century. His
admonition was given in spite of the fact that newspapers for years had run lists
of Irish Sweepstakes winners with little or no interference as a result of a favor-
able opinion given by Potmaster General James Farley in 1934. The April 2,
1934 edition of “Time” gives an interesting account of the fight between New
York newspapers and the U.8, Post Office regarding the listing of Irish Sweep-
stakes winners, It then goes on to say :

“Democratic Postmaster Jim Farley, nnlike his predecessor, has a sporting
background, He likes sporting people, goes to races and fights. For nearly ten
yvears he ran the New York State Boxing Commission. Last fortnight Postmaster
Jim Farley took steps to make sure that there would he no dearth of news about
winners on this year's Grand National by announcing that the Post Office wonld
follow ‘a liberal poliey’ in construing the statute about lottery information. That
let down the bars, Even the New York Sun forgot its hidebound eaution long
enongh to print the list of U.S. ticketholders in the Irish Hospital Sweepstakes,”
( Exhibit 1)

You and I know the rest, and for years thereafter we all read with interest the
stories abant the Irish Sweepstakes winners. When we asked the Post Oftice offi-
cinls to explain this inconsistency in their policy, they replied they could not find
Mr. Farley's statement bnt that in any event it was merely an “opinion” and
not a “rnling”. The fact that Mr, Farley’'s “opinion” had changed the interpreta-
tion of the mail statute for 30 years ap ently made no difference. One thing
seems clear, however, namely : Officials of the Irish Sweepstakes apparently had
more influence in Washington than officials of the New Hampshire Sweepstakes.
(Exhibit 2)

As a result of the U.S, Attorney’s warning, Boston and New Hampshire news-
papers related their mail and ouf-of-State editions to delete lists of our prize
winners, In the early years, many newspapers declined to accept ads or print lists
of prize winners as a news story even in their local editions. As the years went
by, some newspapers began printing lists of winners as news stories in all of their
editions. Althongh most of them today remove ads from their mail editions, we
notiee ads in Boston newspapers distributed in N.H. Postal Inspectors have con-
tacted newspaper editors on frequent oceasions to threaten proseention and pos-
sible loss of mail privileges where lists of prize winners and lottery ads have
appeared in mail editions. These visits continue to this day. It is unfortunate this
valuable investigative time of experienced Postal Inspectors has been used for
this purpose rather than in combatting serious eriminal violations,

Thiz type of enforcement makes a mockery out of the American system of
eriminal justice. If alleged violations had oecurred, they should have been re-
ferred to the U.8. Attorney for an opinion as to prosecution, or other appropriate
action. In the absence of such action, there should be no further harassment of
newspapers by Postal Inspectors. U.8. Attorneys are declining prosecution on
thonsands of technical and alleged violations of Federal law every day across
the Nation and that ends the investigation. Some newspapers suecumbed to the
threats while athers have been determined to exercise their freedom of the press
rights gnaranteed by the 1st Amendment fo the Constitution. This entire mat-
ter is very mystifying. In the first place, we can find no court case where a
newspaper has been proseented for mailing its editions with lottery prize winners
or advertisements and this statute (Section 1302—Tifle 18, T7.8.C.) has heen on
the Federal books for almost a century. In the second place, it is hard fo under-
astand the attitude of the press in this matter. In any other field, if the press were
told by the Federal Government it could not print something it felt the publie
had a right to know, the uproar would be deafening. The currenf situation has
become so confusing that it is impossible to deseribe accurately the policy from
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State to State. It depends on the attitude of the local Federal officials. The
Federal position seems to change and adjust with the ease that a chameleon
changes color, but is as hard to pin down as mercury on i marble table.

Another example of the double standard that has existed involved a plan of
merchants in Portsmouth, New Hampshire, fo give away N.H. Sweepstakes
tickets to their customers in the summer of 1965. There was nothing for the
customers to purchase and all they had to do was register for a drawing. They
were told by the Postmaster and a Post Office oflicial in Boston that this informa-
tion could not be included in their ad since this would be promotion of a lottery.

We had learned that in 1962 and 1963 the Greater Cincinnati Gasoline Dealers
Association in Cineinnati, Ohio, did virtually the same thing in a promotional
offort to advertise and give away Irish Sweepstakes tickets, Officials of the
Association wrote to the Post Office to obtain clearance in connection with the
ads to appear in newspapers. The proposal was approved on the basis that
there was nothing to buy and that their promotion appeared to be acceptable
for mailing under the terms of the postal lottery statute. In any event, full
page ads of this promotion were published in the PPost and Times-Star, Cincin-
nati. Ohio, on several occasions. When we complained to the Past Otfice about
this diserimination against the New Hampshire Sweepstakes, the General Coun-
sol declined to answer our specific questions but instead gquoted us sections of
the Federal mail statute. This was another case where no aatisfaction was
received and Portsmouth newspapers reluctantly declined to publish the ads.
( Exhibits 3 and 4)

In 196465 the Federal 10 percent tax on lotteries was under review by
Congress, The Internal Revenue Service had ruled that New Hampshire must
pay this tax and purchase tax stamps for all persons selling Sweepstakes tickets.
This was in spite of the fact that the basie purpose of the statute was directed
foward illegal forms of gambling. An incongruous situation existed at the race
tracks where State employees selling Sweepstakes tickets had to exhibit tax
stamps, whereas employees of the race track selling pari-mutual tickets did not,

Prior to the action taken by Congress in July 1965 to exempt a State Sweep-
stakes associated with a horse race from the tax, Secretary of the Treasury,
Henry A, Fowler, in a letter dated June 5, 1965 to Governor John W. King,
stated as follows:

“The Treasnry Department believes that an exemption from the wagering
taxes for the New Hampshire Sweepstakes program wonld raise two very
hasie jssues. First, the various Federal excise taxes have historically been
applied equally to State as well as private activities. We do nof see any basie
redson for departing from this standard in this case. To do so would set a
precedent that conld well affect other areas in the future.

“The second fundamental issue involves the social and law enforcement im-
plications that would flow from any Federal encouragement of lotteries. Al-
thongh New Hampshire is presently the only State with a lottery, its success
conld well lead other States to consider adopting lotferies. An exemption for
the New Hampshire lottery will have then established a precedent for giving
the same treatment in other cases even though the lotteries may not be ran
well or may involve the nse of other than State emplovees fo earry ont some of
the functions. snch as ticket selline. Moreover. law enforcement agencies advise
us that organized crime—with the attendant enforcement problems—is very
likely to enter the picinre unless the lotteries are tightlv eontrolled by the
Qtates. As indicated above, such tight eonfrol may not be universal in the
future as lotferies are adopted by other States.” (Exhihit 5)

Bnt attitudes changed by 1073, On September 5. 1973 a conference of lotfery
affiriale was held in Washington. D.C. in the offices of the Internal Revenne
Service with Commissioner Donald C. Alexander. The pnrpose of the conference
was to determine whether the lottery States were properly following the require-
ments of the Federal Wagering Tax Statute of using horse races to determine
nitimate prize winners. Whereas Secretary Fowler had previonsly concerned
himeelf with the “socinl and law enforcement implieations of lotteries”. Com-
missioner Alevander declared that the position of the Federal Government was
one of nentrality on the moral snd social issnes, and that the Internal Revenue
Servies was only esneerned with its responsibility in administering and inter-
pretine the laws under its jfnrisdietion.

Relieve it or not, all of the Inttery States do their drawings in part ngainst
post positions of races previously run at race tracks, This is done in connection
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with the weekly lottery number or the final phase of drawings where !!:_e major
prizes are awarded. It annoys and confuses the public. The pwu_:rle Just cannot
understand why a sovereign State must go through a farce of this type in order
to conform with a statute that has lost relationship with the real world. Of
course, the U.S. Supreme Court has declared this wagering tax statute as un-
constitutional as far as illegal forms of gambling are concerned. Incidentally, we
are still waiting to hear from IRS as to any decision on the conference that we
hield in September 1973,

Another Federal diserimination against the New Hampshire S\\'op_ﬂs-takr-g 00~
curred in August 1964 An employee of a newspaper, Anthony F:llnr}zm: traveled
to Keene, New Hampshire from Elmira, New York, to purchase 75 tickets for
himself and friends., He returned to Elmira, N.Y. with the acknowledgements of
purchase where he was arrested by the FBI and charged with violation of the
Interstate Translation of Wagering Paraphernalia statute. The Federal in-
dictment was dismissed by the Federal judge on the basis that the statute was
not intended for application against a legalized lottery such as existed in New
Hampshire. The ease was appealed to the U.S. Supreme Court by the Depart-
ment of Justice and the U.S. Supreme Court in effect ruled that the statute
could apply under certain circumstances. This man was tried in Rochester, New
York, in October 1968 and he was acquitted by a trial jury. When he was arrested
in 1064, there was nationwide publicity and our sales were seriously damaged.
YVery little attention was given to his acquittal four years later,

In spite of the millions of tickets that have been taken across State lines dur-
ing these years, this man is the only one who has been singled out for prosecu-
tion under this Federal statute as far as activities of State legalized lotteries
are concerned. After New Jersey started in the lottery business, many articles
appeared in the newspapers deseribing how persons from Pennsylvania were
buying tickets in large blocks in New Jersey and taking them back to resell. To
our knowledge, no Federal prosecutive action was ever taken. Things had gone
ton far to hold back the tide,

The man from Elmira is a bitter citizen today. He doesn't feel his Government
treated him fairly in that it did not use the =ame standards for others, There
was no question about his having transported acknowledgements across State
lines, but the jury obviously did not feel his actions warranted a Federal
conviction.

New Hampshire has also been the vietim of discrimination in connection with
radio and television broadecasts. In 1968 when New Hampshire radio stations
requested guidelines from the FCC, it advised them that promotion and advertis-
ing of a lottery were prohibited and even eautioned them about broadeasting
“news” stories, It gave as an example of “news” a story that a person was denied
his prize because of his race. With this as a standard, we have had a virtnal black-
out. (IExhibit 6)

In 1964 and 1965 the New Hampshire Sweepstakes race was nationally tele-
vised but the announcer was prohibited from even mentioning the word “Sweep-
stakes" He was also prohibited from interviewing major prize winners swho were
present at the track and who had won prizes of £50,000 and 2100000, After
other States entered the lottery business, the FCC modified its regnlation to per-
mit bonafide news stories as well as interviews with prize winners and lotfery
officials, But this did not remove the fear of our local stations as regards the
possible loss of their licenses because the 1st Amendment freedoms had already
been chilled.

For example, in Angust 1971 a drawing was held at the Plymonth State Fair.
The Governor of the State was present to award a $50,000 check to a New Hamp-
shire rezsident who had just won this prize. A reporter from our only commercial
television station was at the Fair with his ecamera. He admitted this was the news
story of the day at the Fair but declined to take film of the prsentation due to
FCC restrictions. The following day a network program televised the luncheon
of a Millionaire Club In New Jersey. The winners were interviewed at length
abont the prizes they had won in the New Jersey lottery and what they inténded
to do with their winnings. As a result of this type of diserimination, we com-
plained to our TV station as well as to FCC. All we could obtain in response were
some legalisms. No real effort was made by FCC to resolve the problem even
though a sovereign State was protesting the manner with which FCC policies
were interpreted and applied in practice. (Exhibit 7)
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every Friday morning at a preannounced loca-

A Sweepstakes drawing is held - a ;
. h prizes from $5,000 to £100,000 are awarded.

tion in New Hampshire at whie
Invitations to radio stations and our one TV station to

basis that their Washington lawyers have advised them to refuse to hrumlcu‘sg
lottery information even though there are permissible areas for radio and TV
stations to do so. The FCC has couched these permissible areas in .\'l_u'h terms
that stations are still fearful of even making a judgment on an obvious news
story. On November 19, 1973, the David Susskind program devoted an entire hour
to interviewing persons who had won $1 million in such lottery States as New
York, New Jersey and Pennsylvania. We have been unable to obtain this type of
coverage. Our small stations do not have the clout of the net works. As a result of
the Susskind program, we directed a strong letter of protest to the Chairman <'1f
the FOO dated December 4, 1973. As of this date, we have had no reply to this
letter. (Exhibit 8)

It has been our desire to work closely with the Federal Government and to
design a program that could function effectively within the framework of Fed-
eral restrictions. This is one of the reasons we initially decided on the name and
address feature whereby all tickets were retained by the Sweepstakes Commis-
<ion. We felt this would eliminate possible interstate problems and enable us to
identify our prize winners without depending on out-of-State newspapers to pub-
lish winning numbers. We realized that Federal officials were concerned about
racket penetration and escalation of law enforcement problems. We ghared this
concern and every decision we made took these factors into account. We believe
that the degree of understanding and cooperation on the part of Federal officials
in this entire matter is best illustrated by a letter we received from Assistant
Attornev General Fred M. Vinson, Jr. of the Department of Justice diated Sep-
tember 23, 1966, We had asked him for assistance in resolving a question about
the Federal antilottery statutes. He replied as follows:

“While we sincerely appreciate the interest you have shown in this matter,
nonetheless, the Department of Justice is not aut horized to give specific legal
advice to persons not connected with the Federal Government. We are, therefore,
unable to comply with your reguest for an advisory opinion.” (Exhibit 9)

It is interesting to note that while the Depart ment of Justice would not give
advisory opinions to a State agency, the 1.8, Aftorney in Boston gave advisory
opinions to newspapers about the mail statute. Also, the U.S. Post Office gave
advisory opinions to the Greater Cincinnati Gasoline Dealers Association. In
other words, apparently the U.S. Government gives advisory opinions on & selec-
tive basis,

Tronically, shortly before we received Mr. Vinson's letter, the Internal Revenue
Service had asked us to cooperate by furnishing lists of prize winners on a
weekly basis and sending Form 1099 to major prize winners each year. Coopera-
tion ean be strained when it is a one way street. It is suggested that possibly
your Commission may wish to examine the quality, character and nature of
Federal-State relationships. We think our founding fathers intended that the
State and Federal Governments work in harmony in the public interest on all
maitters of mutual eoncermn.

In contrast to the Federal attitude towards State lotteries, it is interesting
that the Department of Interior has been operating a lottery of its own in award-
ing oil and gas leases, This was the subject of an extensive article in the Wall
Street Journal on March 27, 1967. In the article, a Post Office Department
Aftorney is reported as admitting that these oil and gas lease drawings, if con-
ducted under any other auspices, would come within the Federal restrictions.
This type of double standard does not enhance the Federal image for fairness
and objectivity. (Exhibit 10)

There are other examples of this total problem but these illustrations shonld
provide sufficient basis for concluding that the Federal policy on the mails, radio,
televigion and interstate transportation of lottery tickets speaks with many
Tongues.

The New Hampshire Sweepstakes celebrated its 10th anniversary last month,
During these ten years it has distributed close to $18 million to the State school
districts and many millions more into the State’s economy in payments fo New
Hampshire prize winners, payroll, banks, sales outlets and suppliers 2f equip-
ment and services. Those opposed to this concept of raising revenue claimed that
the program wonld bring crime, racket penetration, counterfeiting of tickets and

appear are declined on the
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that it would be a tax on the poor. We have proved that none of these dire pre-
dictions had any merit. We have demonstrated that a State can operate a legal-
ized lottery with the safeguards and internal controls necessary to prevent in-
filtration by organized crime and, at the same time, maintain public faith and
confidence. The last time the people of New Hampshire voted on the Sweepstakes
question, the count was almost 7 to 1 in favor of the continued sale of tickets.

Because we have been denied the principal channels of communication, this
concept of raising revenue hasg not as yet been truly tested in the marketplace,
You are requested to bear this in mind in your deliberations about the revenue
produced by these programs. The full revenue potential has, obviously, not been
realized. We have a consumer product that must be merchandised and prompted
to maintain public enthusiasm and interest as do all other consumer products.
We eannot fully accomplish this under the present restrictions. In addition, we
have many unclaimed prizes due to the communication gap with the public as
well as increased administrative costs.

In contrast with the relationship with federal officials, the States have been
cooperating fully with each other. We have formed the National Association of
State Lotteries which now comprises ten States and two Provinces in Canada.
It is anticipated that there will be three more States in the Association within
the next few months. We regularly exchange information with regard to security,
promotion and marketing, prize schedules and financial controls. We feel that
we all benefit through this type of close relationship and we learn from each
other. We hope that through the vision and efforts of your Committee the same
healthy relationship will some day exist with the federal government,

There are many bills now pending in Congress to amend the federal antilottery
laws to permit sovereign States free access to interstate channels of communica-
tion, including the use of the mails, radio and television. The participation of mil-
lions of citizens each week in legalized State lotteries makes it virtually impossi-
ble for the current federal lottery laws to be fairly and impartially enforced. The
time has come for Congress to recognize the need for change and to bring these
outmoded laws into the 20th century. We hope that Congress will take prompt
and favorable action to reconcile the many inconsistencies with the realities of
present day society.

EXHIBITS

1. Time magazine, April 2, 1934—“Liberality on Lotteries.” Letter dated
November 10, 1966 from Solicitor General Thurgood Marshall to the U.S.
Supreme Court, summarizing the enforcement activities of the federal govern-
ment as regards Irish Sweepstakes tickets, This resulted from a request to
the Department of Justice from Chief Justice Earl Warren during the case of
United States vs. Fabrizio. This exhibit is included to illustrate the paucity of
federal prosecutive action over the years relating to the Irish Sweepstakes,

2. Letter dated October 12, 1966 from Saul J. Mindel, Assistant General Coun-
sel, Post Office Department, Washington to Edward J. Powers, Executive Direc-
tor, New Hampshire Sweepstakes Commission. Re: Liberal policy adopted by
Postmaster James Farley.

3. Letter dated August 4, 1965 to Saul J. Mindel, Assistant General Counsel,
U.8. Post Office Department, Washington, from Edward J. Powers, New
Hampshire Sweepstakes Commission. Re: Greater Cincinnati Gasoline Dealers
Assoclation lotfery and proposed Portsmouth promotion.

4. Letter dafed September 3, 1965 to Edward J. Powers, New- Hampshire
Sweepstakes Commission from Saul J. Mindel, Assistant General Counsel,
U.8. Post Office Department, Washington. Re: Portsmouth Chamber of Com-
merce ticket prizes and Greater Cincinnati Gasoline Dealers Association lottery.

5. Letter dated June 5, 1965 to Governor John King (New Hampshire) from
Henry H. Fowler, Secretary of the Treasury, Washington. Re: Exemption from
Wagering Taxes.

6. Letter dated October 1963 to U.P.I. Broadcasters Association, Portsmonth,
N.H., from Ben F. Waple, Secretary, Federal Communications Commission,
Washington, Re: Standard set by FCC for Sweepstakes “News.”

7. Letters relating to Plymouth (N.H.) Fair:

August 31. 1971, Memo from Fdward J. Powers to N.H. Attorney General
Warren B. Rudman, re: WMUR-TV handling of news relating to Sweep-
stakes program.
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Augut 31, 1971, Letter from Edward J. Powers to Sam Phillips, General
Manager, WMUR-TV, re: handling of news relating to sweepstakes
program.

September 1, 1071, Letter to Dean Burch, Chairman FCC from Edward J.
Powers relating to WMUR-TV handling news of Sweepstakes program.

September 2, 1971, Letter to Sam Phillips, WMUR-TYV regarding bona fide
news stories relating to Sweepstakes program.

September 15, 1971, Letter to Edward J. Powers from Sam Phillips,
WMUR-TV concerning their policy, re: broadcasting news referring to
Sweepstakes program.

September 20, 1971, Letter to Sam Phillips, WMUR-TV, from Edward
J. Powers, re : policy regarding Sweepstakes news,

October 4, 1971, Letter to BEdward J. Powers from Sam Phillips WMUR-
TV regarding Advisory Opinion relating to broadeast of Sweepstakes news.

October 1, 1971, Letter from law offices of Cohn & Marks, Washington,
D.C. to Ben F. Waple, Secretary to FCC, requesting an Advisory Opinion as
to extent of broadcast re: lottery drawings, (Enclosure with October 4,
1971 letter to Edward J. Powers.)

December 15, 1971, Letter to Edward .J. Powers from Dean Burch, FCC
re : Sweepstakes news permissible for bradcast.

8 December 4, 1973, Letter to Dean Burch, FCC from Edward J. Powers,
re: David Susskind program with Millionaire Lottery Club members on Novem-
ber 19, 1973.

9. Letter dated September 23, 1966 to Edward J. Powers, from Fred M. Vin-
son, Jr.. Assistant Attorney General, re: inability to provide an advisory opinion.
. 10. Wall Street Journal article dated March 27, 1067, re: “Uncle Sam's

attery™.

11. Letter to Rosel I, Hyde, Chairman, Federal Communications Commission,
Washington, D.C. dated November 12, 1968, challenging ¥FCC statement to the
effect that there was elear congressional intent to cover all lotteries whatever
their source, “beeanse of their harmful effects upon the public.” (Exhibit 11)

12. Letter dated December 5, 1968 from Rosel H, Hyde, Chairman, FCC, in
response to letter of November 12, 1968. This letter makes reference to objec-
tive of FCO “to suppress the use of interstate communication facilities in aid of
illegal gambling.” (Exhibit 12)

13. Letter dated November 12, 1968 to Congressman Louis C. Wyman, Wash-
ington, D.C., advising him of correspondence with FCC. (Exhibit 13)

14. Letter dated November 27, 1968 to Attorney General Ramsey Clark, Wash-
ington, D.C. about purchasing copies of New York Daily News in New Hamp-
shire which contained lists of prize winners of the New York lottery. (Exhibit 14)

15. Letter dated December 20, 1968 from the Assistant Attorney General, Fred
M. Vinson, Jr., responding to letter from the Attorney General dated Novem-
ber 27, 1968 where he stated that, “The Department of Justice eannot render
advice as to whether a partieular activity involves eriminal activity.” (Ex-
hibit 15)

16. Letter dated January 2, 1969 sent to all major newspapers in New Hamp-
shire setting forth opinion given by Assistant Attorney General Fred M, Vinson,
Jr. as to publicizing news stories about the New Hampshire Sweepstakes prize
winners. (Exhibit 16)

17. Letter from Harold E. Clancy, President and Publisher, Boston Herald-
Traveler Corporation, Boston, Massachusetts, dated January 29, 1969 in answer to
4 request from the New Hampshire Sweepstakes Commission to list prize win-
ners as news stories. Mr. Clancy’s remarks illustrate the confusion that has
prevailed about what is permissible for publication. This letter also confirms the
contaet by the U.S. Attorney in Boston in 1964 to warn newspapers about publish-
ing lists of New Hampshire Sweepstakes winners. (Exhibit 17)

18, Letter dated March 28, 1969 to Congressman Louis €. Wyman, Washington,
D.C. which referred to an article in the Chicago American which listed the
names and numbers of Irish Sweepstakes winners. This issue of the paper appar-
ently had no special handling and went through the mails and across Stafe lines.
This letter to Mr. Wyman also refers to a March 26, 1969 broadeast over Channel
< WNAC Boston in which pictures were shown of a woman who won $125,000 in
the Irish Sweepstakes. (Exhibit 18)

19. T.etter dated May 15, 1969 to Congressman Louis C. Wyman. Washington,
D.C. which attached an Associated Press story about wives of U.S. Senate leaders




collecting their Kentucky Derby winnings by mail. The story states that a Post
Office Department spokesman said that mail collections of this nature are a
violation of the federal lottery law, but that such collections are common. Fur-
ther, that action is taken only in those eases where there is & complaint or re-
peated violations. (IExhibit 19) -

20. Letter dated October 1, 1969 to the Chairman, Federal Communieations
Commission, Washington, D.C. about broadeast on September 28, 1069 of major
prize winners in the New York Lottery on the Merv Griffin Show, a nationally
teleyvised CBS proeram. ( Exhibit 20)

21. Letter dated October 31, 1969 from Rosel H. Hyde, Chairman, FCC, re-
sponding to our letter of October 1, 1969. Mr. Hyde's letter again illustrates the
confusion between what is a “bona fide news story” and what constitutes “an-
nouncements which directly promote a lottery.” (Exhibit 21)

22, Letter dated November 12, 1964 to Assistant Attorney General Will Wilson,
Washington, D.C., asking for clarification as to publication of news stories about
the New Hampshire Sweepstakes, (Exhibit 22)

23 Letter dated November 25, 1969 to Congressman Louis C. Wyman, Wash-
ington, D.C. with regard to possible meeting with Assistant Afttorney General
Will Wilson listing possible items for disenssion. (Exhibit 23)

24, Letter dated December 2, 1969 to Editor of the Wall Street Jonrnal, New
York City, enclosing circular advertising U.S. Government Publie Drawing
to award oil and gas leases on publie lands. (Exhibit 24)

25. Editorial dated January 6, 1971 in Portsmouth Herald entitled: “Let’'s Get
It Straightened Out.” ( Exhibit 25)

26. Fditorial in Portsmouth Herald dated June 21, 1972 eaptioned, “Congress-
man Harrington's Bill On Lotteries Should Be Expedited.” (Exhibit 26)

27. Fditorial dated June 23, 1972 in Laconia, New Hampshire Citizen ecap-
tioned, “Anti-Lottery Farce." (Exhibit 27)

28. Letter dated March 13, 1974 from James A. Higgin, Advertising Manager,
The Connectient Valley Reporter, Lebanon, New Hampshire, to U.8, Attorney
Willinm Deachman, Federal Building, Concord, New Hampshire, in which he
complains abott unfair enforecement of lottery mail statute by U.8. Post Office.
Mr. Higgin had been contacted by a Postal Inspector about mailing editions of
The Connecticut Valley Reporter containing lottery information. (Exhibit 28)

2. Memorandum which was posted on the bulletin board at WMUR-TV
(Channel 9), Manchester, New Hampshire, reading as follows :

“There is to be no mention what-so-ever on the air abonut the New Hamp-
shire Sweepstakes . . , it's progress, promotions or winners, ete,

“An FCC regulation prohibits this and although we are very sympathetie
to the cause of the Sweepstakes Commission, our hands are tied and our
license in jeopardy should we violate this ruling.

“Please read and initial.”

Copy : Sam Phillips.

Initialed by : Ed Williams, Fred Kocher, Tom Bonnar, Ron Amadon, and
Bruce Graham.

Sam Phillips is the Genernl Manager of WMUR, New Hampshire's only
commercial TV station, and Ed Williams was the News Director.

30. April 15, 1974 Fditorial in Manchester Union Leader (New Hampshire)
captioned : “PROGRESS DESPITE ADVERSITY”

[From Time, Apr, 2 1934]
Exarir 1

LIBERALITY ON LOTTERIES

Three years ago a Buffalo, N.Y. autoworker named Clayton Woods bought an
Irish Hospital Sweepstakes ticket on Gregalach in the Grand National Steeple-
chase at Aintree. When Gregalach came in second, Clayton Woods was richer hy
$R-‘i‘f:.-'%‘.iﬂ. Cried he: “I'll buy that horse Gregalach and keep him in a velvet
stall.”

‘Tn most newspaper readers, stories like Clayton Woods’ are of lively interest.
Nonetheless, it looked for a time as if the U.S. Press might not be allowed to

*Inetead of buving Gregalach a wvelvet stall, Calvton Woods retired., homeht himself a
Canndian snmmer ecottage, a fine honse near Buffalo, where he was Hving last week,
How much money he has lef! " refuses to say. He often visits the factory where his
old frlends work, owns a shabby car In which ae goes on solitary hunting trips.




print this most familiar form of human interest feature. After the Derby of
1651, when more stories about lottery winners purgeoned in the newspHipers,
lepublican Postmaster General Walter Folger Brown pointed a monitory finger
at a Federal statute which makes lottery information unmailable, under penalty
of $1,000 fine and two years imprisonment. Press Associations, always quick to
bow to Washington orders, promptly censed handling lottery news, In November,
the New York Daily News defiantly printed the names of ticket holders in a
lottery on the Manchester Handicap. Nervously the Times and Herald Tribune
followed suit in editions which did not pass through the post office. For the next
two years papers that carried stories about lottery winners were careful not to
offend the seruples of Postmaster Brown by omitting them in mail editions.

Democratic Postmaster General Farley, unlike his predecessor, has a sporting
backeround. He likes sporting people, goes to races and fights. For nearly ten
years he ran the New York State Boxing Commission. Last fortnight Postmaster
General Farley took steps to make sure that there would be no dearth of news
about winners on this year’s Grand National by announcing that the Post Office
would follow a *liberal policy™ in const ruing the statute about lottery informa-
tion. That let down the bars. Even the New York Sun forgot its hidebound
caution long enough to print the lists of U.S. ticket holders in the Irish Hospital
Sweepstakes. Last week, when Miss Paget’s Golden Miller won the Grand Na-
tional at Aintree (see p. 40), U.B. newspaper readers once more enjoyed in full the
vicarious pleasure of seeing someone else win a lot of money.

In Woodside, 1.1., lived the biggest U.S. winner—Mrs. William Meringer, whose
ticket on Golden Miller was worth £150,000. She got her ticket, ghe said from
her Austrian husband. William Meringer told an unlikely story of how he had
come by it. Into the Bronx restanrant where he worked as chef there had walked
one evening a sleek fat man who had called for a dish of hasenpfeffer, Chef
Merginer's specialty.! After he had eaten three plates of it, he sent for the cook,
gave him the sweepstakes ticket for a reward. Chef Meringer said he planned to
send his son William to college,

in Baltimore, reporters discovered a grocery store proprietor named David
Dusell who had won $3,400 and explained why he was not surprised at his good
fortune: *“Two years ago I won $§5,700 at Bowie on a parlay ticket and in 1905

I won the same amount.”

In Marblehead, Mass., William H. Sweet, 61-year-old fisherman who had wor
$50,000, and looks like Calvin Coolidge, said he did not know what he would do
with the money. Asked by a photographer to smile, Fisherman Sweet snarled :
“well, you'll have to wait a minute. I can't get one started. ..."”

In Wollaston, Mass., Dentist Peter R. Mackinnon, when told he had won $3,400
continued to drill a patient’s tooth, Said he. “I've been buying tickets on every-
thing for twelve years.”

Ralph Mazzarello, porter in Filene's Boston Store, won $37.500. Said his
mother, “If Ralph spends the money for a trip to Italy that would be the finish.
There wouldn't be any more money."

OFFICE OF THE SOLICITOR GENERAL,
Washington, D.C., November 10, 19686.
Re: United States v. Fabrizio (No. 47).
Hon. JorxN F. DAvVIs,
Clerlk, Supreme Court of the United States,
Washington, D.C.

DeAr Mg, Davis: At the oral argument of the above cause, the Chief Justice
requested a report of the number of federal prosecutions based on the mailing
or transportation of Irish Sweepstakes tickets during the past five years. This
letter is submitted in response fo this request, and I would appreciate it if you
would eirculate copies to each of the Justices.

Our records are not maintained in such a fashion as to reveal readily the
facts underlying our prosecutions. Consequently, accurate statistics on the num-
ber of prosecutions relating to the Irish Sweepstakes are not available, In order
to respond to the Chief Justice's inquiry within a reasonably ghort time, it has

1 His hasenpfeffer ;: Use cotton-tail rabbits. Chop meat into quarters. Put meat in pickling
and leave for three days. Cut onions in small pleces and put them in pan until thev are
golden brown. Add flonr. Rrown the meat in separate pan, then add to onlons and flonr.
Add “stock.” SHir in a small amount of strained tomatoes. Remove the meat from the
pan. Strain the gravy. Thicken it with sour eream and Aour,
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been necessary to rely on the recollections of persons having general supervision
of the enforcement of the relevent statutes.

In this fashion, we have learned of two prosecutions in the last five years. One
arose out of the seizure of 1,800,000 Irish Sweepstakes tickets from the steam-
ship Trish Elm in Norfolk, Virginia, in 1963, Two persons were tried for attempt-
ing to smuggle the tickets into the United States, but the jury was unable to
agree on a verdict and the case was not retried. United States v. Thomas V. San-
derlin and E. A. Knewstep, X.D. Va., Crim. No. 12-695. In September 1962, three
persons were indicted by a federal grand jury in New Jersey for unlawfully im-
porting Irish Sweepstakes tickets. The case was dismissed after the defendants
were tried in a State conrt for offenses growing out of the same transaction,
United States v. Frank J. Gardner, et al,, D, N.J., No. 427-62.

The Post Office Department has informed us that there were a number of
prosecutions of dealers in Irish Sweepstakes tickets in the 1950°= but that, since
then, the Sweepstakes' method of distribution seems to have changed. That De-
partment advises that Irish Sweepstakes tickets are characteristically sent from
abread in sealed, first-class wrappers, without a return address, When the Post
Office has reason to believe that a letter or package from abroad contains pro-
hibited matter, the addressee is asked to consent to the opening of the letter or
package so that it may be examined for customs purposes, If he refuses to do so,
the mail is returned to the country of origin ns undeliverable. In New York City
alone, in May 1966, 45,000 pieces of mail were so handled. For June 1966, the
figure was 35,000. The postal authorities believe that a substantial portion of
such undeliverable mail contains sweepstakes tickets of foreign countries in-
cluding Irish Sweepstakes tickets.

Many Irish Sweepstakes tickets, however, nre sent from abroad in such small
quantities that the sealed wrapper gives no clue as to the contents. On nceasion,
snch packages are delivered to persons who did not solicit the tickets. When,
throngh complaints by the addressees or by other means, the Post Office obtains
the foreign address to which (according to the enclosed material) money for the
tickets is to be sent, a “lottery order” is issued, directing that mail to that ad-
dress not be forwarded out of the country. There are presently 716 lottery orders
outstanding related to the Irish Sweepstakes.

Sincerely,
TrurGoonD MARSHALL,
Solicitor General.

DxHIBIT 2

Post OFFICE TIEPARTMENT,
OFFICE OF THE GENERAL ('OUNSFEL,
Washington, D.C., October 12, 1966,
Mr. Enwarn J, POWERS,
Exceutive Dirvector, New Hampshire Sweepstakes Commission,
Concord, N.IH.

Dear Mgr. Powers: This will acknowledge vonur letter dated September 15,
1966, in which you refer to a “liberal policy” Postmaster General James A.
Farley supposedly adopted in March of 1934, regarding lottery information.

Our files contain no record of the said “ruling”; it is understood that what
it actoally consisted of was an oral statement by Mr. Farley to the Press,
ghortly after taking office, and having to do with reports of Irish Sweepstakes
winners.

The posgition which the Department has consistently taken over the years is
that announcements of lottery winners, whether the Irish Sweepstakes or any
other lottery, are nonmailable under the terms of the law, 18 U.8.C. Code § 1302
{Postal Manual 124.51). This is reflected in the eneclosed copy of an opinion
given by this office to a Miss Izora Scott, in 1038, as well a8 in the several
notices which have heen published in the Postal Bulletin, on the subject, copies
of which are also enclosed.

For The General Counsel ;

Sincerely yours,
Savn J. MiNDpEL,

Asgistant General Counsel Mailability Division.
Enclosures,
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Exnisir 3 o
AveusT 4, 1965.

Mr. SavL J. MINDEL,
Assistant General Counsel, U.S. Post Office Department,
Washington, D.O.

Dear Mi. MiNpEL: On August 5, 6, and 7 the merchants of Portsmouth, through
the coordination of the Portsmouth Chamber of Commerce, plan to give away
New Hampshire Sweepstakes tickets to shoppers as 4 means of stimulating busi-
ness. It was the intention of the Chamber of Commerce to mail the attached
“Special Notice” to the merchants describing how the promotion would work.
There was no requirement that the shopper purchase anything in order to
participate. An opinion was requested of Mr. G. R. Kenney, Superintendent,
Mailing Requirement Section, Boston, Massachusetts, as to the mailability of
this promotional circular. Mr. Kenney expressed the opinion by his memo dated
July 13, 1965, “that this promotion is in violation of (18 U.S. Code 336) since
{he cirenlar contains reference to a lottery and, therefore, indirectly advertises
same. The prize of a sweepstakes ticket represents a chance or interest in, or
dependent upon the event of a lottery.”

Your attention is directed to correspondence you had in 1962 and 1963 with
Mr. John “Mike” Kunnen, President, Greater Cincinnati Gasoline Dealers Asso-
ciation, 3410 Glenway Avenue, Cincinnati 5, Ohio, in connection with a promo-
tional seheme to advertise and give away Irish Sweepstakes tickets, The winners
were decided by drawings of license numbers of automobile owners in and
around Hamilton County. I have in my possession full page advertisements of
this promotion that were published in the Post and Times Star, Cineinnati, Ohio
on several ocensions, including June 10, 1963, as well as the advertisement of
“winning auto license numbers drawn for June in the Irish Fortune Sweep-
stakes” of July 3, 1963, You will reeall that Mr, Kunnen had considerable corre-
spondence with von regarding this promotion. On November 30, 1962 you advised
Mr. Kunnen as follows :

“The proposed advertisement which you enclose confains the language, ‘IT'S
FREE , . . NOTHING TO BUY . . . * *= # Prizes will be awarded those whose
safety lune ticket numbers are posted at any participating service station,

“Inasmuch as it is understood that the opporfunity to check one’s number, as
well as the selection of the winning numbers, is in no way contingent upon &«
purchase or the furnishing of any other consideration, matter relating to this
promotion appears to be acceptable for mailing under the terms of the postal
lottery statute, 18 U.8, Code 1302 (Postal Manual 124.51)."

It further appears that your chief concern was whether the U.S, mail would be
used to consmmmate the purchase of the Ivish Sweepstakes tickets for the win-
ners, Your letter of January 7, 1963 fo Mr. Kunnen stated,

“1 naute that the United States mails will not be used to consmnmate any trans-
action with regard to the Bonus Prize Irish Sweepstakes Ticket. There wonld
be a question of misvepresentation, of counrse, only if the conditions are gnch
that you would not be able to deliver the prize to the winner. If you are satisfied
that you will be in a position to make such delivery, assuming the ticket wins,
there would appear to be no difficulty on this score insofar as an aceuriate repre-
sentation of the prospective prize is concerned.”

It is very difficult for this office to reconcile the opinion yon furnished Mr.
Kunnen aud the opinion given by Mr. Kennedy regarding the promotion of the
Portsmouth merchants. The Portsmonth merchants are not promoting the New
Hampshire Sweepstakes but merely are using our tickets as a means of stimulat-
ing tlieir business. There is no requirement that the shopper purchase anything
and, therefore. no consideration is involved. Incidentally. Mr. Kunnen's cor-
respondence with you also made it clear that there wonld be advertising in the
dally newspapers of their give-away program.

It seems rather startling that there was no prohibition for the use of the mails
for a promotion invelving the Irish Sweepstakes, whereas a similar prometion
involving New Hampshire Sweepstakes tickets received a negative opinion.

1 would appreciate it very much if you would review this matter and advise
whether there is any cssential difference between the promotion of the Greafer
Cincinnati Gasoline Dealers Association and that of the Portsmouth merchants.

Thauk you for your cooperation.

Very truly yours,
Ebwarp J. PowrRs,

Exrecutive Directar.
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Exumeir 4

Post OFFICE DEPARTMENT,
OFFIcE OF THE GENERAL COUNSEL,
Washington D.C., September 3, 1965.
Mr. Epwarp J. POWERS,
Baecutive Director, New Hampshire Sweepstakes Commission,
Concord, N.H.

Dear MR Powers: It is regretted that prompt reply was not made to your
letter dated August 4, 1965, regarding proposed announcements by the Ports-
mouth Chamber of Commerce that tickets in the New Hampshire Sweepstakes
would be given as prizes by local stores.

You make reference to rulings this office gave to Mr. John Kunnen, President,
Greater Cincinnati Gasoline Dealers Association, concerning a plan in which
prizes were awarded according to drawings from auto license tag numbers.

Under date of November 30, 1962, we advised Mr. Kunnen :

“The submitted advertisement refers to the bonus prize as an ‘Irish Fortune'.
This reference, per se, would not be the subject of ohjection. However, it should
be pointed out that 18 U.S. Code 1302 (copy herewith) prohibits the use of the
mails in any way in connection with a lottery. Section 1305a of Title 19, .8,
Code (the Customs statute) prohibits the entry of any lottery matter into the
Unied States. Therefore, there is a definite possibility that if the bonus winner
receives a lucky Irish Sweepstakes ticket, and the mails are used to consumate
the transaction, he may run into difficulty in the effort to collect his prize. This
Jbeing so, it may constitute a misrepresentation to offer such a prize.”

Under date of January 7, 1963, we wrote:

#1 note that the United States mails will not be used to consummate any trans-
action with regard to the Bonus Prize Irish Sweepstakes Ticket. There would be
a question of misrepresentation, of course, only if the conditions are such that
vou would not be able to deliver the prize to the winner. If you are satisfied
that you will be in a position to make such delivery, assuming the ticket wins,
there wonld appear to be no diffienlty on this score insofar as an accurate repre-
sentation of the prospective prize is concerned.”

The above of course goes only to the question of misrepresentation. In our
opinion to Mr. Kunnen dated October 1, 1962, he was told by this office :

“However, the Irish Sweepstakes is, of course, a lottery within the meaning
of Section 1302, Therefore, reference to the scheme in your advertising might
well constitute an advertisement of the sweepstakes, per se, rendering it
nonmailable.”

For The General Counsel:

Sincerely yours,
Savrn J. MINDEL,
Agsistant General Counsel, Mailability Division.

CXHIBIT 5

THE SECRETARY OF THE TREASURY,
Washington, D.C., June 5, 1965,
Hon. Jorx W. KixNg,
Governor of New Hampshire,
Concord, N.H.

Dear Goverxor Kine: President Johnson asked me to reply to your letter,
dated May 19, 1965, requesting his support of Senator MeIntyre's bill to exempt
the New Hampshire Sweepstakes program from the Federal excise taxes on
wagering.

The Treasury Department has carefully analyzed the issues involved in grant-
fng such an exemption. In this regard, Assistant Secretary Stanley Surrey met
last year with Senator McIntyre and Mr. Millimet (epunsel to the New Hampshire
Lottery Commission) to discuss the Treasury Department's views with regard
to such an exemption.

The Treasury Department believes that an exemption from the wagering
taxes for the New Hampshire Sweepstakes program would raise two very basic
jssues. First, the various Federal excise taxes have historically been applied
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s. We do not see any basic reason for

equally to State as well as private activitie:
To do so would set a precedent that

departing from this standard in this case.

conld well affect other areas in the future. ]
The second fundamental issue involves the social and law enforcement impli-

cations that would flow from any Federal encouragement of lotteries. Although
New Hampshire is presently the only State with a lottery, its snccess could \\_'n-Il
lead other States to consider adopting lotteries. An exemption for the New
Hampshire lottery will have then established a precedent for giving the same
treatment in other cases even though the lotteries may not be run well or may
involve the use of other than State employees to carry out some of the functions,
such as ticket selling. Moreover, law enforcement agencies advise us that or-
ganized crime—with the attendant enforcement problems—is very 1ik|-1,\_' tnlvmm‘
the picture unless the lotteries are tightly controlled by the States. As III(‘Jlt‘uTt'd
above, such tight control may not be universal in the future as lotteries are
adopted by other States.
1t is because of these basic
not favor exempting State op
I liope this analysis of the underlying issues involved in Sen:
will be helpful to you.
Sincerely yours,

considerations that the Treasury Department does
erated lotteries from the Federal wagering taxes.
itor MelIntyre's bill

Hexry H. FOWLER.
Exumsir 6

FepERAL COMMUNICATIONS COMMISSION,
Washington, D.C., October 1963,

Mr. Ricaarp G. RozEE,
President, U.P.I. Broadcasters Association, Seacoast Broadcasting Corp., Ports-
mouth, N.H.
Dear Me. Rozex: Your recent inquiry asked about the broadeaster’s role in
relation to the New Hampsire Sweepstakes. You asked to he specitically in-
formed as to whether or not the Commission would authorize the transmission

of numbers and winners along with other gimilar information.

¢ should be pointed out initially that the Commissibn’s lottery ruies ( Sections
2122, 8.292, and 2.656) implement the statutory prohibition against the broad-
cast of lottery information as set out in the United States Criminal Code. 18
U.8.C. 1304. The enforcement of the statutory prohibition is the responsibility
of the Department of Justice, and this Commission may not authorize actions
contrary to the criminal statute.

In view of the above, the answer to your question must be found in the code
itself, which provides:

“Whoever broadcasts by means of any radio station for which a license is
required by any law of the United States, or whoever, operating any such sta-
tion, knowingly permits the broadcasting of, any advertisement of or informa-
tion concerning any lottery, gift enterprise, or similar scheme, offering prizes
dependent in whole or in part upon lot or chance, or any list of the prizes drawn
or awarded by means of any such loftery, gift enterprise, or scheme, whether
said list contains any part or all of such prizes, shall be fined not more than
£1.000 or imprisoned not more than one year, or both."

Therefore, it would appear that the Commission ean not anthorize the trans-
mission of nnmbers and winners and similar information relating to the New
Hampshire Sweepstakes.

In your letter yon stated that it was assumed that legitimate news about the
lottery is anthorized by the Commission. It must be pointed out that this assump-
tion may not be justified in view of the statutory prohibition quoted above. In
advising as to the interpretiation of a similar statute applicable to the mailing of
lottery information (18 USC 1302), the Post Office Department has stated g"i‘hc
Law v. Lotteries, p. 10, March, 1963 edition, copy enclosed) : i

“In administering this part of the law, an exception has been made for news-
paper articles which have a news value in their own right, and in which the

v element is only incidental to a newsworthy event, The law is not designed
ippress information of news value to the publiec which is only incidentally
connected with a lottéry; for example, a report that the winner of a raffle was
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denied his prize becaunse of his race., Notwithstanding the incidental reporting
of the lottery's results, such a news story would be regarded as mailable.”

This indicates that only in unusual cases would information of a lottery be
mailable as news. Since the interpretations of the lottery law by the Depart-
ment of Justice, Post Office Department and the Commission are generally con-
sistent, great care must be exercised in broadeasting lottery information under
the guise of a news story.

In November 1962, the Commission issued a public notice addressed to all its
licensees concerning the broadcast of lottery advertisements in violation of 18
USC 1304, Copies are enclosed for your information and use. We would recom-
mend that you inform your membership of the possible penalties involved in
activities contrary to the statute and the Commission’s rules and regulations.

It is hoped that the above information will prove to be helpful.

Very truly yours,
Bex F. WarLr,
Secretary.

Exnmir 7

STATE oOF NEW HAMPSHIRE,
August 31, 1971.
From : Edward J. Powers, Executive Director,
Subject : Complaint against WMUR-TV (Channel 9) in handling news relating
to Sweepstakes program.
To: Attorney General Warren B. Rudman.

Reference is made to our memo dated Aungust 26, 1971 requesting that yon
give consideration to filing a Declaratory Judgement suit in U.S. Distriet Court,
Concord, N.H. In view of the fact that New Hampshire has been the vietim of
shifting standards as well as unfair and inconsistent interpretations of the
Federal Anti Lottery Statutes, the following incident is another example of dis-
erimination and unfair tacties. The State of New Hampshire has therehy been
damaged in its ability to raise maximum revenue for edueation by this dis-
crimination and inferference.

On August 27, 1971 a drawing was held at the Plymouth State Fair, Plymouth,
N.H., at 10 a.m. There were six participants in this drawing. Mr. and Mrs.
George Levesque, Somersworth, N.H., won $50.000, and Mr. Rudolph J. Matty,
8r., Tilton, N.H. won £10,000. The other participants won £5.000 each.

Mr. Fred Koucher, newscaster for WMUR-TV, Manchester, N.H. (Channel 9)
wias at the Fair. I asked him if he intended to cover the drawing and interview the
major prize winners. He replied in the negative and said that the “management
poliey” prohibited such eoverage, I told him I was disappointed that he did not
plan to cover this drawing since the winning of $50,000 and £10,000 in N.H.
certainly was news to the people of this State.

Radio and television stations are permitted to interview prize winners by FCC
declaratory ruling of Febrnary 26, 1970. This ruling resnlfed from questions
posed by the New York State Broadcasters Association, Ine. A copy of this
ruling is attached. You will observe that on page 5, paragraph 11, the following
is stated:

“11. Item 6—'Interviews with persons holding winning lottery tickets, relating,
among other matters of general interest, to the number of tickets they purchased,
their expectation of winning a prize, their reactions upon learning that they held
winning tickets, and what they did or intended to do with the prize money.'

“Such interviews are permigsible as part of the licensee’s good faith judgment
as to information serving the interests of its area. Of course, they would be
improper if, instead of being such good faith efforts it becomes clear by their
repetition that they are shams intended as promotional features.”

WMUR-TYV has a virtual monopoly in the State of New Hampshire as regards
television news coverage. New Hampshire citizens are interested in Sweepstakes
results as well as in the amount of revenue that this program produces for the
State school distriets. WMUR-TV has a responsibility fo the citizens of this
State to cover legitimate news. Newspapers throughout N.H. give wide coverage
to not only the weekly drawings but also the super drawings which involve major
prize winners. It has been a consistent practice of WMUR-TV to eliminate the
N.H. Sweepstakes from its news programs. In fact, about two years ago the fol-
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lowing memo issued by Ed Williams appeared on the bulletin board at Channel
9 with a caption “N.H. Sweepstakes.”
“There is to be no mention whatsoever on the air about the New Hampshire
Sweepstakes ., . its programs, promotions or winners ete. * * o
Many radio stations in N.H, give extensive coverage to the Sweepstakes program
as well as interviews with me, both taped and live. They also interview major
prize winners on occasion. Stations that have been most cooperative in this regard

in Manchester are WGIR and WFEA.

On Sunday night, August 20, 1971, CBS gave rather extensive coverage to
the “Millionaire Club” that had been formed in New Jersey, This is a club of
persons who have won £1,000,000 in the New Jersey lottery. The program included
interviews with persons who had won this prize. In the past the Merv Griffin
Show has also interviewed New York winners of $100,000.

The foregoing is brought to your attention as another example of the discrim-
inatory handling of news by an important segment of the media. It is also
brought to the attention of the Public Utilities Commission since this television
station functions in N.H. as a service to the citizens of this State. We feel this
station should be requested to show cause why it has consistently refused to pub-
licize the news about this State program designed to raise revenue, with par-
ticular reference to the failure to give coverage to the super drawing on August 27

whieh certainly was news in N.H. by any standard.
We do not know the best means to obtain relief from the “management policy
of WMUR-TV, and we ask your assistance—if such is possible—from your

agency.
AvgusT 31, 1971.

SAM PHILLIPS,

General Manager, WMUR-TV,

Manchester, N.H.

Dear Mr. Pumrnres : Forwarded herewith is a copy of a self-explanatory memo
which I have today forwarded to Attorney General Warren B. Rudman and the
Chairman of the Public Utilities Commission, Alexander J. Kalinski, as regards
enunciated policy of your station in refusing to publicize legitimate news about
the N.H. Sweepstakes.

We ean understand your desire to follow the regulations promulgated by the
FCC. However, the declaratory ruling of FCC adopted on February 26, 1970—a
copy of whieh is in your possession—malkes certain specific exceptions for broad-
casting information and news about State legalized programs. It is clear that
interviews with major prize winners are permissible.

For your information New York and New Jersey television statiens not only
cover drawings but also interview major prize winners, In faet, on Sunday night,
August 29, 1971, CBS gave a rather extensive coverage to the “Millionaire Club”
that had been formed in New Jersey. This is a Club of persons who have won
$1,000,000 in the New Jersey lottery. The program included interviews with per-
sons who had won this prize. The Merv Griffin Show has, in the past, interviewed
New York winners of £100,000. The question naturally arises as to why the only
television station in N.H. refuses to give the same type of coverage for the benefit
of N.H. citizens.

We wonld appreciate any comments you may wish to give about your general
policy and the refusal of your newscaster Fred Kocher to give news coverage at
our super drawing at the Plymouth State Fair on August 27th.

Yery truly yours,
Evwarp J. PowERs,
Ezccutive Director.

SeprEMEBER 1, 1971,
DeAx BUrcH,
Chairman, Federal Communication Commission,
Washington, D.C.

Deak Mi Burcw : Enclosed are copies of letters dated August 31, 1971 directed
to Attorney General Warren B, Rudman and Mr. Sam Phillips, General Manager,
WMUR-TYV, 1819 Elm Street, Manchester, N.H., with regard to the failure of
this TV station to provide legitimate news coverage to a super drawing held by
this Commission. . i
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On August 27, 1971 a super drawing was held at Plymouth State Fair, at which
a resident of Somersworth, N.H. won $50,000 and a resident of Tilton, N.H. won
$10,000. There were four winners of $5,000 each. Governor Walter Peterson pre-
sented checks to these winners immediately after the drawing, Mr. Fred Kocher
was at the Plymouth State Fair and he was asked whether he intended to cover
the super drawing and interview the major prize winners. Mr, Kocher said that
“management policy” prohibited any such coverage.

This is the only commercial TV station we have in New Hampshire and ac-
cordingly it functions as a virtual monopoly in this field. It has a responsibility
fu_r covering legitimate news, and by any standard winners of £50,000 and $10,000
who li}'-' in N.H. are news. The newspapers, of course, give major prize winners
extensive coverage,

We can understand the desire of WMUR-TV to follow regulations promul-
gated by your agency; however, your supplemental declaratory ruling adopted
February 26, 1970 allows the broadeast of bona fide news stories as well as inter-
views with prize winners “as part of the licensee’s good faith judgment as to
information serving the interests of its area."”

The diserimination against our program was again highlighted Sunday eve-
ning, August 29, 1971, when CBS on its 11 :30 p.m. news gave extensive coverage
of the new Millionaire Club formed in New Jersey—including interviews with
these members. Members of the club are persons who have won $1,000,000 in the
New Jersey lottery.

The standards set by your Commission over the years for the broadeasting of
lottery information have been shifting, inconsistent, and sometimes vague. As
a result some stations have decided to broadeast no information about our pro-
gram rather than posgibly jeopardize their license. WMUR-TYV is in this cate-
gory. On the other hand, it is our belief that we are at least enfitled to the same
type of coverage that is given by the broadeast media in New York and New
Jersey, particularly when we have only one television station in our State. The
news media in New Hampshire are certainly in the hest position to make a
judgment as to what is news to the citizens of the State. In refusing to broad-
cast information about this super drawing WMUR-TV has failed to carry out
its responsibilities in “good faith news coverage"” to the citizens of N.H.

Very truly yours,
Eowarp J. POWERS,
* Erecutive Director,

SeprEMBER 2, 1971,
Mr. SaM PrrLuirs,
WMITR-TV,
Manchester, N.H.

Dear Mg, Purnires: In view of your statement that FCC regnlations prohibit
yon from publicizing a lottery on the air, 1 am forwarding herewith the FCC
declaratory ruling of Febrnary 26, 1970. This ruling made a clear distinetion
between “promotion” and “‘news,” and relaxed the standards which previously
existed.

You will observe in this ruling there are a number of exceptions to the general
prohibition about promotion of lotteries and permits broadeast of the following:

1. News reports are not barred which are broadcast in normal good faith
coverage reasonably related to the audience’s right and desire fo be informed
of the day-to-day happenings within the community. (Page 2)

2 Bona fide news stories or interviews are not barred even if the broadcast
“has the incidental effect of promoting a lottery.” (Page 3)

3. News reports of recent events about or relating to the ]UHI:'I‘}'. “The tv!"m
‘news reports’ is intended to include accounts suitable for inclusion as news in
a newspaper, of events of current interest concerning the In!lvry or its oper-
ations, or that have some connection with the lottery.” (Page 4) et

4. Interviews with persons holding winning lottery tickets are ;-ormlfcxxlsk- as
part of the licensee's good faith judgment as to information serving the interests
of its area. (Page 5) g AR

5. “Documentary programs on the lottery, including b‘!ll"l{ material as (a)
statements by and questioning of public officials, prominent cifizens and religions
leaders who favor or oppose the lottery, (b) deseriptions of the way the ln‘tn_-r_v
iz operated and the profits are used; and (c¢) reporting the results of opinion
polls on the lottery.” (Page 6)

6. Editorial comment on the lottery.
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7 Panel discussions on various aspects of the lottery, including those in
which proponents and opponents, government officials who administer the
lottery, and others may participate, and in which questions and comments may
be received from a studio andience. (Page 6)

You are further requested to advise Attorney General Warren Rudman
whether you intend to follow the regulations of FCC as recards news coverage
of Sweepstakes activities or whether you intend to follow the same “blackout”
policy of the past.

Very truly yours,
EpwArD J. POWERS,
Executive Director.

—_—

WMUR-TV,
Manchester, N.H., September 15, 1971.

Mr. Eowagrp J. POWERS,
Erceutive Director, Sweepstakes Commission,
State of New Hampshire, Concord, N.H.

Dear Mz, Powers : I have your letters of August 31 and September 2, 1971, in
which yvou raise guestions concerning coverage by Television Station WMUR
of the New Hampshire Sweepstakes. In both letters you refer to a Declaratory
Ruling adopted by the Federal Communications Commission on February 26,
1970. which outlines categories of news and information which may be broad-
casgt by radio and television gtations without contravening the federal eriminal
statute which prohibits the broadeasting of lottery information, 18 U.8.C. Sec.
13204. In vour letter of September 2, you list seven ecategories of programming
pertaining to lotteries which in your judgment the Declaratory Ruling of the
Federal Communications Commission authorized broadcasting stations to present.

You request that we advise yvou as to whether we consider that Declaratory
raling to give Television Station WMUR the same latitude in programming as
taken by television and radio stations in New York and New Jersey and to advise
Attorney General Rudman whether we intend to “follow the regulations of the
F.C.C. ng regards news coverage of Sweepstakes activities.”

Telovision Station WMUR intends to comply with all applicable laws and
the tules and policles of the Federal Communications Commission. This, how-
evor. does not necessarily mean that Television Station WMUR will present
any particular programming concerning the New Hampshire Sweepstakes.

There are three general principles affecting the kinds and amounts of informa-
tion broadeast by Station WMUR or any other radio or television station
relatine to the New Hampshire Sweepstakes or any other lottery :

1. Programming which would directly promote a lottery, such as the New
Hamnshire Sweepstakes, is prohibited.

2. As you correctly note in paragraphs 1 and 2 of your letter of September 2,
1971, the Federal Communications Commission in its Declaratory Ruling stated
that news reports are not barred by the federal lottery law where they are
hroadeast “in normal good faith coverage reasonably related to the audience’s
richt and desire to be informed" and a “bona fide news story or interview"
is not barred even though it may have the “incidental effect” of promoting
a lottery. These, however, do not constitute unlimited grants of authority: to
the contrary, they are highly restrietive in what they permit a station to present.
The eritieal words are normal good £aith and bona fide. They mean that the
news and interviews which are permitted are those which the station would
present as subjects of interest or value to its audience in the normal course
without regard to the fact that they touch upon or concern a lottery. The
hroadenst of news or interviews concerning lotteries to provide publicity or
promofion to the lottery is clearly prohibited.

3. In its Declaratory Ruling, the Federal Communications Commission did
not pourport to suggest that radio and television stations should broadeast news
or any other programming concerning lotteries. Under the Communications Aet
and the lonz-standing interpretations thereof by both the Commission and the
conrts. the decisions as to what should be broadeast belong save only for minor
axcentions none of which are applicable here, to the licensee of the station,
based on his good faith judgment as to what will serve the needs and interests
of the station’s audience. This Is the test, it shomld be noted, incorporated
in the words normal good faith and bona fide, used by the Commission in its
Declaratory Ruling with regard to programming which would incidentally
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promote a lottery (paragraph 2, above) ; these words refer to state of mind
and, specifically, to the state of mind of the licensee in making his judgment
as to whether news or other programming which might have such an incidental
effect is or is not programming such as he would present in the normal course.

A licensee's judgment as to what should be presented at any partieular time
in the field of news, interviews and information is an extremely complex matter
involving such things as limitations in time, facilities and audience interest
and attention, and, more than anything else, judgment acquired over a long
period of experience,

Paragraphs numbered 1 and 2 of your letter eoncerned the basie prineiples
enunciated by the PFederal Communieations Commission and are covered by
the foregoing. Paragraphs 3 through 7 of your letter concern the specific categor-
ies of programming discussed by the Commission under those general prineciples
in its Declaratory Ruling.

Paragraph 3 of your list of permissible eategories of broadcasts pertaining to
lotteries pertains to “news reports of recent events about or relating to the lot-
tery” aml states that this covers news accounts suitable for inelusion as news in a
newspaper. Paragraph 13 is substantially a direct quotation from the first para-
graph of the first specific eategory of broadecasts discussed by the Commission
(Item 1, para. 6, of the Declaratory Ruling). That paragraph, however, was in-
troduetory only and consisted of a quotation of the proposal on the matter of
news reports made by the parties who had requested the Declaratory Ruling. The
Commission’s opinion is contained in the second paragraph of Item 1 of the De-
clarafory Ruling and in that paragraph the Commission made clear that it did not
agree that news reports concerning lotteries in newspapers would necessa rily be
legal for broadeast. The Commission made clear that the practices of newspapers
in presenting news on lotteries was not the criterion for their legally being
broadeast.

The Commission ruled under Item 1 (para. 6) that the following were ex-
amples of news items concerning lotteries which conld be broadeast

Relationship of fhe lottery to education in the state.

Human interest stories on winners.

Story of a legislator's proposal to exempt lottery winnings from state
taxes,

News of policy changes in the running of the lottery.

The Commission ruled that the following news items concerning lotteries conld
not legally be broadeast:

Where lottery tickets may be purchaged.
Where winning tickets will be drawn.
Long lists of winners and/or prizes.

In the previous paragraph of its Declaratory Ruling (para. 5), concerned with
general principles, the Commission expressly ruled that the following could not
be legally broadeast :

Where, how and when to purchase tickets.

Lists of winners,

Where, how and when winning tickets will be drawn.
Live broadeasts of the actual drawing of winning tickets.?

Concerning paragraphs 4 through 7 of your letter, we are generally in agree
ment with the eategories of permissible broadeasts listed. However, with re-
spect to paragraph 4, interviews with persons holding winning lottery tickets,
it should be noted that the Commission stated that such interviews would be
improper if it becomes clear by their repetition that they are shams intended as
promotional features”. Similarly, with respect to your paragraph 6, pertaining
to editorial comment, the Commission added that editorfals “could not be used
as a sham to avoid the prohibition on direct promotion of the loftery”. Similarly,
under Item 3 (para. 8) of its Declaratory Ruling (not covered in your letter)
the Commigsion, while stating that information on the distribution of the pro-
ceeds from lotteries is permissible, added that such information would not be
permissible if presented as a sham to promote the lottery.

Thus, the Commission made clear that even though some types of broadeasts
concerning lotteries are permissible because they only incidentally promote the

!Under Item 5 (para. 10) of its Declaratory Ruling. the Commission elahorated on
this prohibition to apply to live broadecasts or slmultaneous aceounts of publie events
relating to the lottery, such as broadcasts of the drawlng of winning lottery tickets,
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lottery. these categories cannot be used as shams, such as by undue repetition,
to directly promote the lottery. As stated under its general principles (paras. 2
and 3, above) news, interviews and information must be presented as a part of
normal good faith coverage and be bona fide, that is, be presented in the usual
course in the judgment of the station management without regard to the fact that
a lottery is involved.

Turning to the application of these prineiples to Station WMUR, it is as
follows:

1, We will not, of course, present programming concerning the New Hamp-
shire Sweepstakes which has been expressly banned by the Federal Communica-
tions Commission as directly promoting the lottery. This includes where, how
and when Sweepstake tickets may be purchased ; where, how and when winning
tickets will be drawn: lists of winners and/or prizes, and live or simultaneous
coverage of Sweepstakes,

2 T the foregoing should be added that Station WMUR will not broadcast
winning Sweepstake numbers. In rulings in June and July 1971, the Federal
Communications Commission held that winning lottery numbers cannot legally be
broadeast in any form or way, thereby terminating this practice which had been
followed by broadeasting stations in New Jersey under that station’s lottery
until that time.

3. Station WMUR will present from time to time when they appear to merit
broadeast. news and information concerning the general conduct of the New
Hampshire Sweepstakes and its effects such as, for example, use of funds gen-
erated hy the Sweepstakes, policy changes in the operation of the Sweepstakes,
leislative proposals concerning the Sweepstakes and noteworthy statements con-
cerning the merits and/or operation of the Sweepstakes. These may be in the form
of news (either live or reported). interviews, documentaries, panel discussions
or editorials, or a combination of these.

4, Station WMUR may present oceasional interviews with Sweepstakes
winners,

There will be no regular schedule of programming concerning the Sweepstakes
on Station WMUR. Programming presented under paragraph 3, above, will occur
from time to time when in the normal judgment of this station news or issues
have arisen of significance concerning the Sweepstakes or a documentary, panel
or other informative type of program would be appropriate.

With respect to interviews with Sweepstakes winners. these are normally
not concerned with news or information of any lasting importance; they are,
rather, “human interest stories”. While we carry human interest stories on
WMUR regularly, it is of their essence that they present something novel or, at
least, something which the viewer has not seen recently. Accordingly, our normal
judgment in carrying such stories on Sweepstakes winners would be to do so
only at rather extended interviews, perhaps twice a year.

So far as we are aware, the foregoing policies would be essentially in accord
with the practices of New York and New Jersey broadcasting stations with re-
gard to the state lotteries in those states.

We understand that it a matter of concern to the Sweepstakes Commission that
as much publicity and promotion as possible should be given to the New Hamp-
shire Sweepstakes. Your letters and the enclosed memoranda make clear your
«desire for promotion of the Sweepstakes and your view that wider broadcast
coverage would have a promotional effect beneficial to the lottery and its objec-
tives, However, you will understand that under existing federal law this type of
broadeast coverage—for promotion of the Sweepstakes—is exactly the type of
coverage that we are prohibited from giving by federal criminal law.

We are anxious to cooperate with all governmental agencies, including the New
Hampshire Sweepstakes Commission as fully as possible. In the event that you
have any questions concerning the foregoing or we may be of assistance in any
way, please feel free to communicate with me.

YVery truly yours,
Uxniten Terevision COMPANY,

oF NEw HAMPSHIRE, INC.
Saymvern E, PHILLIPS,
Viece President and General Manager.




SerrEMBER 20, 1071
Mr. Samver E. PHILLIPS,
Vice Pregident and General Manager, WMUR-TV,
Manchester, N.H. g

Dear M. Pamrirs: Your letter of September 15, 1971, setting forth new
policy for WMUR-TY, is certainly a significant change from the blanket pro-
hibition that has appeared on your bulletin board and directed to your employees
reading :

“There is to be no mention whatsoever on the air about the New Hampshire
Sweepstakes . . . its programs, promotions or winners, ete. . . "

However, there are a number of inaceuracies in your letter which reguire
clarification.

In the first place, you studiously avoid mentioning the incident which created
the present controversy. I do not particularly blame you for this because if I
were in your posit ion I would not want to discuss it either. I think it is im-
portant that we keep the main issue in focus and in this manner we ean arrive
at a more intelligent perspective of the total problem, Let us briefly reconsiruct
the scene.

On August 27, 1971 a Super Drawing was held at the Plymouth State Fair.
Your reporter, Fred Kocher, was at the Fair looking for news; at least I think
he was looking for news. I informed him that Governor Walter Peterson would
be presenting checks to the major winners and that there would be a priz+.' winner
of $50,000 as well as $10,000. He replied that “management policy” prohibited
his covering this Sweepstakes activity or interviewing the prize winners. It Is

significant that he did not say that there was more important news that day af

the Plyvmouth State Fair to be broadeast. As it turned out, Mr. and Mrs. Georze
Levesque (Somersworth, N.H.) won $50,000, and Mr. Rudolph Matty, Sr. (Tilton
N.H.) won $10,000. I may be prejudiced but I think this was the most exciting
activity that occurred at the Plymouth State Fair that day, and I also feel that
N.H. cvitizens were not only interested but had a right to know about this drama
and exeitement. When the Governor presents $50,000 to N.H. people, I think
that's a bona fide news story. Am I wrong?

When I made issue of the failure of your reporter to cover this activity as
a legitimate news story, you are quoted in the MANCHESTER UNION LEADER
as saying, “Powers is well aware of the FOC regulations—he knows that I am
prohibited from publicizing a lottery on the air.” It would now appear that fhe
reply that Mr. Kocher gave me at the Plymouth State Fair, and your answer
to my initial charges, are not consistent with the admissions you are now making
in your letter of September 15. However, so there is no doubt in anyone’s mind
about your position regarding the major prize winners at the Plymouth State
Fair, with Mr. Kocher present, it is requested that you advise (1) whether
this activity was news, or (2) whether FCC regulations prohibited any
coverage.

I must say that von have a good sense of humor, You mentioned a couple of
times in your letter that the ¥CO regulations state that permissible interviews
with prize winners and news about the Sweepstakes would be improper if “it
becomes clear by their repetition that they are sham intended as promotional
features.” You certainly will never be bothered with “repetition” in view of the
past policy that you have religiously followed as far as the N.H. Sweepstakes
is concerned.

You state that your policies are essentially in accord with the practices of
New York and New Jersey broadeasting stations with regard to State lotteries.
I wish to challenge this claim on your part. I have personally observed inter-
views with major winners in both the New York and New Jersey lotteries, In the
eight years that the N.H. Sweepstakes has been in operation, I can recall no in-
stances when your station ever interviewed our prize winners, and we have had
N.H. citizens winning prizes up to and including $£100,000, The Directors of the
New York and New Jersey lottery programs advise me that frequent news
broadeasts on radio and television are afforded their activities, including
occasional coverage of actual drawings.

Your policies are not even in harmony with such radio stations in Manchester
as WGIR and WFEA. They have regularly covered news about the N.H. Sweep-
stakes, including taped interviews with me, In faet, at the super drawing held
in Manchester on September 10, 1971 Donn Tibbetts of WGIR was present and
interviewed Mr. and Mrs. Wilbur Segal (Mattapan, Mass,) immediately after
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they won $350,000. Your station has not cooperated in this manner and as an
important segment of the news media in this State, being the only commercial
TV station in N.H., we think your refusal to do so has not been either justified
or fair.

Finally, T wish to take exception to the claim made in the penultimate para-
graph on page G of your letter that my position makes clear a desire for promo-
tion of the N.H. Sweepstakes which is prohibited under existing Federal law.
I have had many discussions with you, Ed Williams and Fred Kocher in the past
ahout what the FCC permits and prohibits. I have never asked for any coverage,
whether it be lists of prize winners or broadeasting of our weekly Sweeps
number, that is prohibited. I have only requested that permissable, legitimate
and bona fide news stories be covered and that N.H. citizens be afforded the
same treptment given citizens of New York and New Jersey as regards their
legalized lottery programs. The central issue still remains—did your reporter,
Fred Kocher, properly cover the news at the Plymouth State IPair?

You have not cooperated with the N.H. Sweepstakes Commission, as you claim,
and yvou have not attempted to follow the directives of FCC, including the admis-
sions you now make in your letter of September 15. You have consistently asserted
what FOC prohibits, and you have never, up to this time, tried to broadeast what
FOC regulations permit. The statement that you have had on your bulletin
hoard describes your policy over the years better than anything that I can say.
It tells the whole story.

Very truly yours,
Epwarp J. POWERS,
Ewxecutive Director.

WMUR-TYV,
Manchester, N.H., October 4, 1971.

Mr. Epwarn J. POWERS,
Executive Director,
Siweepstales Commission, Concord, N.H.
DEAR Mi. Powers : I have your further letter of Sept ember 20, 1971, conecerning
the matter of the prohibitions of federal law on the broadeast of lottery infor-

mation and the carriage of permissible programming pertaining to the New
Hampshire lottery by Station WMUR,

Phe answers to the questions which you have raised are as follows:

1. The prohibition on broadeasts concerning the New Hampshire Sweepstakes
was posted on the bulletin board at Station WMUR by a former employee of
the station. It has not been posted for on the order of 114 yvears at this time. There
is no blanket prohibition at this station on broadcasts concerning the lottery:
in reviewing our logs, I find that we have made the following broadeasts concern-
ing the lottery in 1971 :

Jan. 6. News story on the request by the Attorney eneral of New Hamp-
ghire for a rling on the applicability of the federal anti-lottery law to the
New Hampshire Sweepstakes—referred to Organized Crime Section of the
U.S. Department of Justice.

Jan. 26. News story. Lonis Wyman proposes a national lottery—proceeds
to fight erime and for H.E.W. programs

June 7. News story. New Hampshire Sweepstakes Commission reports:
total winners—a.404, total prizes—$8,200,000, and prizes to New Hampshire
residents—=$1,400,000, since commencement in 1064,

Sept. 8. News story. Live coverage of the news conference by Attorney
General Rudman announcing informal ruling from Richard D. Kleindienst,
Deputy U.S. Attorney General, on mailability of lists of lottery winners, and
possible applicability to broadeasts of same. -

Sept. 8. Editorial statement by Station WMUR on applicability of federal
statute prohibiting broadeast of Information concerning lotteries.

Sept. 10. News report, Telephone survey by Station WMUR on position of
20 New Hampshire broadeasting stations on the broadeast of lottery renarts,

Sept. 23. News report. New Jersey Senator proposes repeal of federal anti-
lottery statutes insofar as they apply fo state lotteries.

9 Yon asked if Station WMUR properly covered news at the Plymouth State
Fair. The answer is that it did. Station WMUR presented an unusually long news
report lasting abont two minutes. It consisted of live film taken by this station
covering the midway, rides, the Governor’s visit (inclnding film of the Governor),
the Queen of the Fair and winners in two categories of the 4-H livestock judging
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contests. Of course, there are numerous activities at the Fair which we did not
cover and would not expect to cover. The drawing of lottery numbers and presen-
tations to winners are no more than one of these.

3. When our news reporter, Fred Kocher, advised you at the Fair that man-
agement policy prohibited “covering this Sweepstakes activity or interviewing the
prize winners” he meant exactly that. That is to say, he was referring to that
particular activity, the drawing of numbers and activities incident thereto. He
was not referring to any overall black-out of mention of the New Hampshire
Sweepstakes, which is not our policy. The reason for nof covering drawings is
that it would be impossible to state at this time that broadcast coverage of
drawings wonld be permissible under federal law.

4. In the light of your interest in these partienlar activities and in an effort
to cooperate for the future, we have requested an advisory opinion from the
Federal Communications Commission on the extent to which and under what
cirenmstances, if any, we may broadeast coverage of lottery drawings and related
activities. The considerations set forth in that letter will make clear to you why
it would be impossible at this time to state that such broadcasts may be legally
made. You and Attorney General Rudman, of course, are free to file your views
on behalf of the State of New Hampshire with the Federal Communications
Commission on this matter and in the light of the fact that the result will have
state-wide effeet (including on the state's own educational television stations)
I would urge you to do so.

5. Contrary to your letter, Station WMUR has not made any major change or
admissions with regard to its policy on coverage of matters concerning the
New Hampshire Sweepstakes. We do intend to interview Sweepstakes winners
(but not, however, at the time of the drawing, pending a ruling that we may
legally do so), once or twice a year. Carriage of one or two “hnman interest
stories” of this kind in the future, however, hardly ranks as a major change and
certainly not as an admission with regard to our programming in the past. The
bulk of my letter to you, to the contrary, was devoted to expaining the prohibi-
tions of federal law on broadeasts of lottery information and the fact that those
laws prohibit the.broadeast of at least 959 of what might otherwise be broad-
cast concerning the New Hampshire Sweepstakes,

Very truly yours,
SAMUEL B, PHILLIPS,
Viee Pregident.

COHN AND MARKS,
Washington, D.C., October 1, 1971,
Mr. BEN F. WAPLE,
Secretary, Federal Communications Commisgion,
Washington, D.C.

DeAR Mr, WaAPLE: This letter is submitted on behalf of United Televigion Com-
pany of New Hampshire, Inc., licensee of Television Station WMUR, Man-
chester, New Hampshire. Its purpose is to seek an advisory opinion on a question
which has arisen in connection with the New Hampshire Sweepstakes, the public
lottery operated by the State of New Hampshire. The question is the extent to
which coverage of lottery drawings and/or contemporaneous awiards of prizes
or interviews with winners may be broadeast.

To narrow the inquiry, the guestion does not concern coverage of routine
weekly lottery drawings, However, from time to time major drawings are held
with awards of $10,000 to as much as $100,000. The question is under what cir-
cumstances could coverage of such drawings and/or concurrent awards of prizes
or interviews with only the top two or three winners be broadeast, assuming that
in the licensee's judgment it appeared appropriate in other respects to do so.

In the Commission’s Supplemental Declaratory Ruling in the matter of Broad-
casting of Information Concerning Lotteries, 21 FCC 2d 846 (Feb, 1970), the
Commission stated as follows (para. 10, p. 849) :

“Live broadcasts of the drawing of winning lottery tickets would constitute
the direct promotion of a lottery and are therefore prohibited.”

The questions which arise under this ruling are (1) the extent to which the
coverage of activities contemporaneous with and directly related to the drawing
such as the awarding of checks to the winners and interviews with winners are
subject to the prohibition and (2) the extent of the prohibition inclnded within
the words “live broadeasts”, that is, at what point in time would the delayed
broadeast of lottery drawings no longer be considered “live”.
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Further questions are raised by the flat prohibitions which exist on the broad-
cast of lists of winning lottery numbers, lottery winners and prizes, and whether
these prohibitions are contravened where only a few, top winners are covered or
where the broadcast coverage is delayed to some later time or date.

In the light of the foregoing, the Commission’s opinion is requested upon the
following specific questions:

1. Do the aforesaid prohibitions prohibit live broadeast coverage of the award
of prizes to winners immediately following a drawing or interviews with winners
shortly thereafter, assuming that the winners and the amount of the prizes are
identified in either broadecast.

2 The prohibition on live broadeasts clearly prevents simultaneous broadcasts
of lottery drawings. To what extent, if any, would delays in broadeast such as the
following avoid that prohibition and, assuming that numerous winners would be
drawn but only a few (two or three) top winners were covered, the prohibitions
on the broadeast of lists of winners and prizes:

(a) One hour? )
(b) Several hours such as, for example, where coverage of a drawing held

in the morning or early afternoon would be broadeast in an early evening
or late evening news program?

(e) The following day?

(d) Coverage of the lottery drawing is not broadeast until such time as it
may be reasonably assumed that the bulk of all participants therein are
alréady aware of the results (or at least that they would have already been
notified if they had been winners) ?

2 Would it change the results under the foregoing if the television coverage
were by film only without sound or, if with sound, that the winning numbers and
names of the winners were deleted for broadeast? Would it make a difference
if, notwithstanding the non-broadeast of winning numbers or identification of
the winners, the winners were shown and identifiable in the film (with the result
that other persons viewing the telecast would know that they were not winners
of that particular top prize, although they could still be winners among the
bulk of the prizes which would not be covered in the broadeast) ?

4. Would it make a difference under the foregoing if the amount of the prize
drawn was or was nof specified?

It is understood, of course, that snch broadeasts would in any event only be
made on oceasions when in the good faith judgment of the licensee it was appro-
priate and would not be repetition or otherwise result in direet promotion of the
lottery. The issue, rather, is the extent of the parameters under which the
Commission would regard such broadeasts as prohibited in all respects.

Your conclusion and advice on the foregoing is respectfully requested.

Very truly yours,

Roy F. PERKINS, JR.

FEDERAL COMMUNICATIONS COMMISSION,
Washington, D.C., December 15, 1971.
Mr. Epwanrn J. POWERS,
Eaxecutive Director, Sweepstalkes Commission, State of New Hampshire
Concord, N.H,

Dear Me. Powers: This is in response to your letter of September 1, 1971,
regarding television news coverage of a drawing held on August 27 by the Sweep-
stakes Commission of the State of New Hampshire at the Plymouth State Fair.
Yon state that Mr. Fred Kocher of Station WMUR-TV declined to cover the
drawing or to interview the major prize winners on the ground that management
policy prohibited such coverage.

You express the belief that this Commission’s standards over the years for
broadeasting lottery information have been “shifting, inconsistent and sometimes
vague,” with the result that some stations have decided to broadeast no informa-
tion about your -program, and that in refusing to cover the super-drawing of
Aungust 27 WMUR-TV failed to carry out its responsibilities in good faith news
coverage to the citizens of New Hampshire.

The Commission’s rulings in lottery cases have been based upon the language
of Section 1304, Title 18 U.S.C. and the decisions of the courts in interpreting
the statute. Although Section 1304 prohibits the broadeast of “any advertise-
ment of or information concerning any lottery,” the Commission has not sought
to prohibit any mention of lotteries in news broadcasts, because of First Amend-
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ment considerations. In the Commission's Supplementary Declaratory Ruling of
February 26, 1970, to which youn refer, it sought to apply to various types of
broadeasts the mandate of the United States Court of Appeals for the Second
Cireuit. The Commission, in its interpretation of the Court's decision. declared
in the Supplementary Ruling that, “Live broadeasts of the drawing of winning
lottery tickets would constitute the direct promotion of a lottery and are there-
fore prohibited.” (Item 5)

In Item 6 of the same document the Commission found permissible the broad-
ast of “Interviews with persons holding winning lottery tickets, relatin mong
other matters of general interest, to the number of tickets they purchased, their
expectation of winning a prize, their reactions upon learning that they held
winning tickets, and what they did or tend to do with the prize money.” The
Commission stated that “Such interviews are permissihl 3 part of the licensee's
good faith judgment as to information serving the interest of its area.”

Items 5 and 6 of the Supplementary Ruling appear to be relevant to a deter-
mination by a licensee as to whether the broadeast of the kind of material cited
in your letter is legally prohibited, but I wish to emphasize that the Commis
primarily relies upon the licensee’'s own good faith judgment 2s to how best serve
his community, and had made clear many times that it will not attempt to sub-
stitute its judgment for the licensee's as to what is newsworthy or what other
particular matter should be broadeast. Rather it requires licensees to attempt
to ascertain the needs and interest of their communities and to serve such needs
in their over-all programming. At the expiration of each license period the Com-
mission attempts to determine whether the licensee had substantially fulfilled
this obligation.

You may also be interested in a later Declaratory Ruling by the Commission
on the broadeast of lottery information, given this year in response to a request
by a New Jersey broadeaster. I am enclosing a copy of it.

On October 1, 1971, we received an inquiry from the law firm of Cohn and
Marks requesting, on behalf of United Television Company of New Hampshire,
Inec.; licensee of Station WMUR-TYV, an advigory opinion as to the extent to
which coverage of lottery drawings and/or contemporaneonus awards of prizes
or interviews with winners may be broadeast, We did not deem it necessary to
issue a formal ruling in this instance, However, our reply to the licensce’s letter
of inquiry is enclosed for your information.

I should again emphasize that while there is clearly certain material pertain-
ing to lotteries that may properly be broadeast by a licensee, the Commission does
not require that such material be broadeast. Rather, as noted above, the decision
whether to broadeast any particular material is for the licensee’s determination,
in the exercise of his good faith judgment, as to what will best serve the needs
and interests of his community.

I hope that fhe above and the enclosures will help to explain the Commission’s
interpretation of the statute and of the decisions of the courts on the subject

Sincerely,

DEAN BURCH,
Chairman,

ExHieiT 8
DecEMBER 4, 1973.
Hon. DeEaAx Burom,
Chairman, FOC Commisgion,
Washington, D.C.

Drar Me. BurcH : We had not planned to respond to your letter of October 4,
1973, your No. 3400, but after watching David Susskind interview millionaire
lottery winners on the evening of November 17, we felt we should at least record
our dissatisfaction with the manner with which your policies are unfairly ad-
ministered from State to State. Mr. Susskind developed human interest stories
as to how the quality of their lives had changed as a result of their winning the
prizes, their thoughts about the drawings and their general philosophy about
life, e concluded the one hour program by telling the viewers that they like-
wise could be a millionaire by purchasing tickets in their lottery states.
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You missed the target entirely in your letter of October 4 when you state that,
“the Commission does not require that such material be broadeast”. The radio and
TV stations in New Hampshire want to cooperate with our program, the reason
they decline to do se is because of your regulations and their fear of losing their
license, When we bring to their attention such programs as the Susskind show
or some other network telecast of lottery information, they indicate that the net-
works can afford to take the risks. We have drawings all over the State ; $100.0 0
winners are presented with checks at least once per month, We believe this is a
bonafide news story and the stations are entitled to interview these prize winners
abont their reactions and plans for the money. However, without exception, the
radio stations in Manchester, Keene, Nashua, Claremont, Concord, Laconia and
Portsmouth have declined invitations to broadeast such information on the basis
of vour alleged regulations. In other words, vour regulations have st ruck fear
in the hearts of the small stations, but obviously the networks go on their merry
way broadeasting public interest stories about lottery programs to the public,

The sad part of all of this is that yon have not spelled out in unrivh:t:frltl:lhle
terms the permissible areas that may be broadcast for the New Hampshire _-“1 a-
tions. Yon may not have intended this to be the end result but this is how it is
working ont in practice.

All of this brings back memories of 1968465 when we televised the big Sweep-
stakes race at Rockingham Park. Chris Schenkel was told he conld not even
mention that it was a Sweepstakes race or that there were several persons
present who were winners of £100,000. Section 1304 has not changed since those
vears but obviously your interpretation has. In fact, in the Fall of 1963 the
Radio Broadeaster Association of New Hampshire wrote to your Commission
asking for guidance about news stories. You indicated that care and caution
must be exercised and gave the following example as a standa rd for news: “If a
winner were denied his prize because of his race.” With this as a standard, we
have had a virtual blackout ever gince,

When you see the lack of uniformity among the states in the interpretations
of your policies, it would seem that you must conclnde in all fairness that there
is =omething wrong. Either your policies are cloaked in such legal jargon that
thev are misunderstood, or they are being violated. If the Snsskind program is
now an acceptable standard for news and public interest, why don't you advise
the radio and TV stations in New Hampshire that this is a permissible area and
that they can interview our major prize winners without fear of a hearing
or loss of license? In view of the disparity that continues to exist, we do not
agree with you that your rulings have been reasonable and sufficiently precise
to provide licensees with adequate gnidance in making judgments as to the kinds
of lottery information that may be broadeast. It may be that you need closer
linison with your licensees and more effective communication at the grass roots
level.

Yery truly yours,
Epwarp J. Powers,

Ewrecutive Director,

—_

ExHsiT 9
DEPARTMENT OF JUSTICE,
Washington, D.C., September 23, 1966.
Mr. Epwarp J. POWERS,
Erecutive Director, Sweepstakes Commission, State of New Hampshire, Con-
cord, N.H.

DEAR Me. Powers : This is in reply to your letter of August 23, 1966, requesting
an advisory opinion on Section 1953 of Chapter 95, United States Code, and its
relationship with Sections 1301 and 1302 of Chapter 1.

While we sincerely appreciate the interest you have shown in this matter,
nonetheless, the Department of Justice is not authorized to give specifie legal
advice to persons not connected with the Federal Government. We are, there-
fore, unable to comply with your request for an advisory opinion,

Sincerely,
Frep M. Vixsonw, Jr.,
Assistant Attorney General.
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Sxmisrr 10
[From the Wall Street Jonrnal, Mar. 27, 1967]

UxcLe Saym’s LoTTERY A $10 Ticker Caxy Wix Savasre OIL, GAs LEAsE

LAND-OFFICE DRAWINGS CAN LEAD TO A $1 MILLION PAYOFF; IS U.B. VIOLATING ITS
OWN MAIL LAWB?

By Burt Sheorr, Staff Reporter of The Wall Street Journal

Washington—Want to pyramid a $130 investment to $2,000? Or wring a
$25.000 return from only $4307 Or perhaps risk $850 to get as much as $1
million?

Then buy a $10 “ticket” in Uncle Sam’'s oil and gas lease lottery.

If you've never heard of it, you probably have plenty of company. Nonetheless,
the Interior Department’s Bureau of Land Management is running a game of
chance that, according to at least one Government lawyer, appears to defy
Washington’s own anti-lottery laws,

Since 1960 Government land offices have been conducting monthly drawings
for oil and gas leases on Federal real estate, mainly seattered through Western
states, Tens of thousands of players have been trying their luck. Only a minority
have won leases on land that actually contains salable oil and gas. But for dozens
who have won, including a Florida postal clerk, a Nevada housewife and a re-
tired Texas contractor, the risk has been rewarding indeed.

“Simultaneous filing of offers to lease,” as the Bureau stuffily prefers to call
the lottery procedure, was devised to do 1y with the hurly-burly that formerly
marked competition at land-office counters for leases to replace others that have
expired or been canceled. Wounld-be lessees now have a week before each draw-
ing to submit blue applieation cards for a particular parcel. Each eard must be
accompanied by a $10 filing fee and the initial year's lease payment of 50 cents
an acre; the lease payment is returned if the eard isn’'t drawn to win a lease.

THE PAYOFF

For those who happen to land a valuable lease, the payoff comes when brokers
or oil companies purchase it.

Alver C. Dunean, a Jacksonville, Fla., postal elerk, in December got $2,000
from a broker acting for a Los Angeles oil company for an S0-acre 12ddy County,
N.M., lease. Mr. Duncan had won the lease in the Federal lottery in 1964, After
deducting his filing and lease payment outlays, he figures he netted $1,870, plus
a 39 royalty “override” on any oil or gas produced from the tract (a sweetener
customary in such transactions.) Mr. Dunecan still has four unsold leases after
making more than 150 drawing entries during the past four years.

Not everybody is that lucky. Most oil and gas leasing experts agree that about
909, of the leases acquired through the Federal drawings prove unsalable, and
only about 39 can be sold for a worthwhile profit. A Florida veterinarian who
spends more than $150 a month on lottery filing fees and is paying rent of
$£10.000 a year on 20,000 acres of still-unsold leases says that “goat pasture land
is about all I've won."

Still, the chances of winning a salable lease in any one drawing may range
typically from 1 in 200 to 1 in 2,500. Single ticket purchasers in the New Hamp-
shire state sweepstakes, by contrast, face odds of around 16,000 to 1 against
winning a major prize, with the exact amount—ranging from about $3,500 to
£50.000—determined by a horse race.

“The oil and gas lease drawings offer the most fantastic odds in the world,”
exclaimed Alexander 8. Bowers, president of Steward Capital Corp., a New
York firm that selects and enters customers’ filings in the Government lottery
for a $15 service charge per application.

SOME CLOUDS GATHER

Some clouds now are gathering over the lottery, though.

So far, entrants apparently have been able to deduct their fee payments and
other costs in ealculating their personal income taxes. One Wall Street executive
whose Income places him in the 709: tax bracket currently is selling a lease in
Utah for $6,000; that will leave him only $£1,000 behind in ecash terms even
thongh he has poured some $14,000 into the lottery and related expenses. But
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the Internal Revenue Service now is taking a hard look at deductions by appli-
cants who aren't in the business of developing Federal leases themselves.

The Bureau of Land Management is pushing for reforms by Interior Secretary
Udall to deal with tactics some applicants or their representatives are believed
to employ to stake the outcome of drawings in their favor. Proposed changes,
which could make the lottery less enticing to the average citizen, include higher
lease charges on parcels obviously more valuable than most.

More drastie alterations advocated by some major oil companies could be
argued on Congress in the report of Congress' public land law review commis-
sion, due next year. Even total abolition of the lottery might be proposed.

The jssue may come to a head as a result of New York state’s plan for a sweep-
stakes. Gov. Rockefeller proposes offering $300,000 in prizes on every 500,000 two-
dollar tickets sold, and approval by the New York legislature seems close.

If this plan goes through, some New York Congressmen are certain to join
with colleagnes from New Hampshire, where the sweepstakes has been operat-
ing since 1964, to force an embarrassing question on the Johnson Administration :
Why does the Government diligently enforce against others the postal laws that
bar lottery material from the mails, yet freely permit mail use for its own oil
and gas lease drawing?

The mail-use restriction on lotteries dates back to 1890, when Congress acted
to thwart a corrupt lottery chartered by Louisiana. Lawmakers then condemned
lotteries as “swindling and demoralizing agencies . . . gkin games of the most
corrupting order.”

A Post Office Department attorney whose job includes defining what is and
what isn't a lottery for mail-use purposes, has no doubt that the oil and gas draw-
ings are precisely the sort of thing Congress had in mind. “Under any other
auspiees, the oil and gas lease drawing would have to be termed a lottery,” he
confides. “We say it’s a lottery if it involves a scheme where consideration is
furnished for a prize that is dependent on chance., All three elements are present
in the Interior Department procedure.”

Meanwhile, the drawing applications keep pouring into the land offices—as

< 30.000 in some months, officials reckon. There currently are some 300,000

1t” leases on Federal lands with unproven oil and gas potential. Approxi-
mately 1,000 of these terminate in an average month ;: new leases on these tracts
become the lottery prizes.

Beeanse of recent oil and gas finds in the Delaware and San Juan basins of
New Mexico, the U.S. land office in Santa Fe is attracting the most players these
days—some 11,000 a month by the most recent tally.

AOTION IN SBILVER BPRING

But the fastest-growing lottery undoubtedly is the one conducted in Silver
Spring, Md., just outside Washington, where there is a land office covering 30
states from the FKast Coast to just west of the Mississippi. From a monthly vol-
ume of only some 200 cards six years ago, its drawing entries have swollen to
2 000 a month, estimates Doris A. Koivula, manager of the Silver Spring office.

The other day, a lone visitor who braved a chilly drizzle to witness the Silver
Spring lottery found Erich F. Smith, a Federal land law examiner, vigorously
shaking stubs in a blue hatbox. To make his selection, Mr. Smith merely reached
heneath the battered top (avoiding any downward peeks) and then called off the
winning stub number to a secretary seated across the table.

Soon, however, nearly all U.S. land offices conducting lotteries, including Silver
Spring, will be equipped with blower-operated ticket drums made by “Bingo
King” Co. Ine. of Englewood, Colo., whose other customers include Las Vegas
casinos. Cost of the Government models: $180 to $230 each. In these devices, a
hand crank turns a drum containing the tickets and two blowers stir up the
tickets within the drum to insure they get thoroughly mixed ; a door in the drum
opens to permit the drawing of winning tickets.

SOME BIG PROFITS

However they're done, the lease drawings can be profitable for the winners.
Mrs. Peter Hummel, wife of a Reno, Nev., geologist, was the winner in a
field of 2,698 applications for the lease on Parcel 44 in the Santa Fe land office’s
January drawing. Guided by her husband, Mrs. Hummel already has turned
down a $25,000 bid for the 840-acre lease. The Hummels have paid Uncle Sam
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$430 on Parcel 44 so far. Mr. Hummel intends to organize a drilling partnership
with several friends to test the tract. If the venture makes good, gas produc-
tion could yield him and his wife a $200,000 return, he estimates,

The experience of a retired El Paso, Texas, contractor suggests that Mr.
Hummel's expectations may not be unreasonable. Some 18 months ago the con-
tractor, competing against 1322 rival applicants, won a 1,680-acre Federal lease
in southwestern New Mexico. His total investment was $850. An oil company
quickly bought him out for around $100,000, and allowed him to retain over-
rides ranging from 6% % to 20%.

The parcel proved to be an extension of a proven field and now has 24 pro-
ducing wells. The contractor calculates his total potential income over the
normal producing life of the wells at close to $1 million.

CxHIBIT 11
NoveMmeer 12, 1968,
Roser. H. HYDE,
Chairman, Federal Communications Commission,
Washington, D.C.

Dear Me, Hype: Your directive of 9/27/68 concerning the broadeasting of ad-
vertising and information about state-sponsored lotteries has been brought to my
attention. I was very much interested in your claim that the law makes no dis-
tinetion as regards state regulated lotteries and that it indicates clear congres-
gional intent to cover all lotteries whatever their source “because of their
harmful effects upon the public.”

The New Hampshire Sweepstakes has been functioning since March, 1964,
At that time the people of the State voted over 8 to 1 in favor of the sale of
tickets in cities and towns throughont the State. In November, 1966, the vote of
the people was over 5 to 1, and in November 1968, it was over 6 to 1 in favor
of the continued sale of tickets,

We are now in our sixth year and we have yet to observe any harmful
effects upon the public. In fact, the contrary is true, Just recently I had the
pleasant task of delivering a check for $100,000 to Mrs. Catherine Glennon, who
i a secretary in an elementary school in South Boston. Mrs. Glennon is the
mother of two sons, one having just returned safely from service in Vietnam,
and the other has been a paralytic for all of his life. Mrs. Glennon is a
wonderful person and the expressions of joy and happiness on her part as well
as on the part of the school children and her associates were most heartwarm-
ing, Governor John W. King has presented checks to most of our major prize
winners and they likewise have had an experience of exhilaration which was
unique for all of them. They used their winnings for hospital bills, mortgages
on their homes, the education of their children, charity, and the starting of a
new husiness, Persons who bought tickets and lost only purchased on the aver-
age of from one to three tickets so they were not hurt and had the anticipation of
possibly being a winner. The Sweepstakes program has earned over §9,000,000
for the state school districts in the past five years, There have been over 13,000
winners from 47 states and 11 foreign countries who have shared over $6,500,000
in prizes.

Since this Commission is responsible for the conducting of this program in the
public’s interest, we would like to be informed by you of the specifics on which
you base your claim as to the harmful effects of our program. The people of
New Hampshire are entitled to an explanation from you. We think it significant
that pari-mutuel racing is broadcast and televised throughout the nation, in-
eluding the running of the races and the quoting of odds and pay-offs. You also
permit all sorts of sweepstakes sponsored by private business firms, including
guch advertising as Post Time At The Races. In your reply we would also like
to be advised as to how a state-sponsored sweepstakes such as ours has harmful
effects upon the public whereas the broadeasting and televising of pari-mutuel
racing and private sweepstakes and give-aways apparently do not.

Very truly yours,
Epwarp J. POWERS,
Erxecutive Director.
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BxHIBIT 12

FEDERAL COMMUNICATIONS COMMISSION,
Washington, D.C., December &, 1968,
Mr. Evpwarp J. POWERS,
BEarecutive Director, Sweepstakes Commission,
State of New Hampshire, Concord, N.H.

DeAr Mr. Powers: This is with reference to your letter of November 12, 1068
concerning the Commission’s recent declaratory ruling “that the prohibitions of
[18 U.8.C. 1304] and our rules apply to State-sponsored lotteries.” On the chance
that you have not been furnished the complete text of the ruling, a copy of it is
enclosed herewith.

Your views that the New Hampshire Sweepstakes has served important and
beneficial purposes is understandable and appreciated, and the Commission’s rul-
ing should in no sense be interpreted as an attack on it or any other State-spon-
sored lottery. However, the Commission is bound to honor the clear Congressional
intent that lotteries of whatever sponsorship or deseription be denled the use of
federally licensed radio stations for advertising and promotional purposes. This
is not a new position by the Commission and is fully consistent with views ex-
pressed by the Commission in a letter of October 24, 1963 concerning “the broad-
casters role in relation to the New Hampshire Sweepstakes." A copy of that letter
is enclosed for your information and convenience.

In the final paragraph of your letter you imply that there is inconsgistency in
the Commission's approaches to State-sponsored lotteries on the one hand and
“pari-mutuel racing and private sweepstakes and give-aways"” on the other. It is
believed, however, that other enclosed materials will persnade you that such is
not the eaze. Thus, the enclosed Report and Order in Docket No. 15044, issued in
1964, reaffirmed the Commission’s purpose *‘to suppress the use of interstate
communication facilities in aid of illegal gambling”, including “illezal gambling
on horsge racing.” Additionally, the enclosed Notices of Apparent Liability are
ample evidence that the Commission takes appropriate enforcement action where
ts licensees advertise “private sweepstakes and give-aways” possessing the
various elements of a lottery.

It is hoped that all of the enclosed materials will be helpful to you and clarify
for youn the Commission’s positions in these troublesome areas of TFederal
regulation.

Sincerely yours,
Roser H. HYDE,
Chairman.

TxHIBIT 13

NoveEMmBER 12, 1968,
Hon. Louis C. WYMAN,
7.8, House of Representatives,
Washington, D.C.

Dear Lov: I am forwarding herewith a directive issued by FCC on 9/27/68
regardine the broadeassting of advertising and information about state-spon-
sored lotteries along with a copy of a letter dated November 12, 1968 which I
have directed to the Chairman of the FCC concerning the claim of the “harmful
effects upon the public” of lotteries.

T realize that the final paragraph in the directive provides some measure of
judgment in the broadeasting of news items. Of course, it is my view that since
we are handling publie funds and in view of the expression of approval on the
part of our voters, that all of the people of New Hampshire are entitled to be
kent informed of the full details of the program. News releases issued hv this
office are sent to the radio-TV media, but only WGIR has given us any cooperation.

The thought has ocenrred to me that you might use this directive as a bhasis
for challenging the ridiculous status of things. As I have indicated to you in
the past there is utter confusion and lack of uniformity in applying the FCOC
directives. In New York, stations have televised the drawings and given full in-
formation about the program where it was deemed desirable to do so. We like-
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wise have received attention from Boston stations where they felt the public
was more than casually interested. It all seems to depend on how the lawyers
from each station wish to interpret the FCC directive.

As you will observe from my letter to FCC, I think we should challenge them
to specify the “Harmful effects upon the public.” It was one thing to make this
claim prior to the functioning of state-sponsored lotteries, but now that we have
been in business for over five years. I think we can use our experience and the
reaction of the public to defend our position. We may be a voice erying in the
wilderness, but I think the more we challenge the archaie thinking directed
toward us at the federal level the better our chances are of pufting us on the
same plane with pari-mutuel racing and other forms of legalized gambling.

I rest all of this on your judgment because you are closer to the pulse of the
atmosphere in Congress.

My sincerest congratulations on your most impressive reelection. I know it
must have been very satisfying to you and Ginny, You have my very best wishes
for continued success,

Sincerely,
EpwArp J. POWERS,
Eaecutive Director.

Exuisir 14
NoveMBER 27, 1968.
Hon. RaMseEY CLARK,
Attorney General,
Washington, D.C.

DEAR GENERAL CLARK: For the past several months I have been purchasing
copies of the New York Daily News in New Hampshire which contain complete
lists of prize winners of the New York Lottery, Last week I was in Bermuda and
obtained issues of this newspaper which listed the winners from the most recent
drawings. On the other hand, the Manchester Union-Leader does not send out
of state any of its editions containing lists of winners in the New Hampshire
Sweepstakes beeause of its understanding that to do so might come within the
purview of the federal anti-lottery statutes, Title 18 U.5.C. 1301-1302.

I am sure you are aware of the policy being followed by the New York Daily
News. If this assumption is accurate, it would seem that our program is being
diseriminated against and that the Manchester Union-Leader is entitled to send
its editions to out-of-state subscribers.

There has been untold confusion in the interpretation of these statutes for
many years dating back to 1934 when the then Postmaster-General James Farley
issued the statement or ruling that henceforth the Post Office would adopt a
“liberal poliey” in interpreting the mail statute (s. 1301) as regards the publish-
ing of winners in the Irish Sweepstakes, This let down the bars and thereafter
newspapers freely listed the ITish Sweepstakes winners, particularly the New
York Daily News and the Hearst papers. To my knowledge your department has
never proceeded against any newspapers for printing news about the Irish Sweep-
stakes where the editions were mailed or sent across state lines. This is rather
significant when we consider that the statutes in question have been on the books
for over T3 years.

I think the interpretation of these statutes by the New York Daily News is
sonnd. The First Amendment to our Constitution provides that there shall be no
law enacted restricting the freedom of the press. Lottery or sweepstakes winners
are published as news stories because of the publie inferest and it seems unreal-
istie to suggest that this judgment on the part of newspapers could be viewed as
a violation of anything, particularly since they are daily publishing the results of
pari-mutuel racing, To deny the newspapers the use of the mails or intersfate
commerce would be tantamount to strangulation if the same type of prohibition
were to exist in other fields of publie interest.

I would appreciate your comments as to why the New York Daily News can do
what the Manchester Union-Leader feels it cannot do.

Very truly yours,
Evwarp J. Powers, Exccutive Director.
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Exarsir 15
DEPARTMENT OF JUSTICE,
Washington, D.C',, December 20, 19685.
Mr. Epwanp J. POWERS,
Erecutive Director, Sweepstakes Commission,
State of New Hampshire, Concord, N.H.

Dear Mg, Powers: The Attorney General has asked me to respond to your
letter of November 27, 1968 regarding the publication of the prize winners of state
lotteries and sweepstakes., 3

The Department of Justice cannot render advice as to whether a p:lrllcul:_:r
activity referred to us in this manner involves criminal activity. However, in
general, the position of the Department is that if a story has general news value
it does not come within the prohibitions of 18 U.S.C. §§ 1301-02.

We wish to thank you for writing and trust that this response sufficiently
clarifies the Department’s views in this matter,

Sincerely,
Frep M. Vixsox, Jr.,
Agsistant Attorney General.

Examit 16

SWEEPSTAKES COMMISSION,
STATE oF NEW HAMPSHIRE,
Concord, N.H., January 2, 1969,

We recently sent a letter to the Department of Justice pointing out that edi-
tions of the New York Daily News were regularly being sold in New Hampshire
which contained complete lists of winners in the New York Lottery. While it has
been our view from the beginning that the press is entitled to do this as news
stories, we felt that our program was being discriminated against inasmuch as
some New Hampshire newspapers either deleted the lists from their out-of-state
editions or declined to publish the lists due to their interpretation of the federal
anti-lottery statutes (8. 1301-1202)

Also, when the New Hampshire Sweepstakes program began in March 1964,
Boston newspapers were contacted by the U.S. Attorney and cautioned about
sending their editions carrying a list of our prize winners into other states,
irrespective of the means of transportation.

Attached is a copy of a reply received from Fred M. Vinson, Jr. Assistant
Attorney General, Department of Justice, dated December 20, 1968. You will
observe that in this reply he states, *. . . in general, the position of the Depart-
ment is that if a story has general news value it does not come within the
prohibitions of 18 U.8.0C. ss. 1301-02."

Bearing in mind the basis of our letter to the Department of Justice, I feel
Mr. Vinson's statement of general policy is most significant inasmuch as lists
of prize winners are published by newspapers because of their general interest
as news stories, Copies of the New York Daily News were again available in
New Hampshire in December which contained complete lists of New York Lottery
winners,

We thought you might be interested in Mr. Vinson’s reply and we do hope it
will help clarify any questions you might have had with regard to news stories
about our program.

Very truly yours,
EpwArp J. POWERS,
Executive Director.

Exmmir 17

Bostrox HERALD-TRAVELER CORP.,
Boston, Mass., January 29, 1969,
Mr. Epwarp J. POWERS,
Erecutive Director, Sweepstakes Commission, State of New Hampshire, Con-
cord, N.H,
Dear En: I hope you will forgive the delay in answering your letter but it
was necessary that I do some homework before taking any position. I interpret
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your letter as suggesting that a newspaper in interstate commerce could carry a
list of the prize winners in the New Hampshire Sweepstakes Program without
violating the Federal Anti-Lottery Statutes. Your view would, indeed, appear
consistent with the statement (attached to your letter) from Fred M. Vinson,
Jr., Assistant Attorney General, Department of Justice, dated December 20,
1968, “, . . in general, the position of the Department iz that if a story has
general news value it does not come within the prohibitions of 18 U.S.C. ss,
1301-02."

Unfortunately, I do not feel we ecan publish such lists on the basis of Mr.
Vinson’s statement.

As yon know, all metropolitan newspapers here considered the lists of prize
winners in the New Hampshire Sweepstakes to be of general news vialue and
it simply never occurred to us that publication of the lists of a lawful activity
in a neighboring state in which our newspaper is circulated—and, indeed, an
activity in which many thousands of Massachusetts residents lawfully partici-
pate—could be construed as violating either the spirit or the letter of Federal
Statutes concerned with unlawful gambling activities, However, as you note in
your letter, all Boston newspapers were contacted by the U.S. Attorney in 1964
and cautioned that distribution in Interstate commerce of papers containing
lists of prize winners would, in his view, be violative of the Federal Statutes,

Mr. Vinson's statement does not purport to be anything more than a statement
of the general position of the Department's policy as of December 20, 1968, While
this would certainly appear to indieate a change of policy since 1964, it is for that
reason, in my opinion, of little significance : the change in policy which occurred
between March of 1964 and December 20 of 1968 might, for all I know, have
changed again as of December 21, 1968 and, in any event, is clearly subject to
change, especially under a later administration of the Federal Government. Our
legal research, on the other hand, provides no basis for reliance on the proposition
that any generil news value of a story affords immunity from the Federal Anti-
FLottery Statutes. Further, we have been able to find no eases which even raise
the question as to whether Sections 1301 and 1302 of Title 18 violate the constitu-
tional guarantee of freedom of the press,

I will not burden you with the citations and references which, in the light of

our legal research, suggest very substantial reservations with respect to our
right to _publish prize lists of this sort—I1 am sure you are very familinr with
all of them.

Sincerely,

Harorp E. CrAxcy.

ExmsiT 18
Marcu 28, 1069.
Hon., Louvis C. WyYMAN,
Houre of Representatives,
Washington, D.C.

Dear Lou: For your information I have before me the March 20, 1969 edition
of Chicago’s American that has on page 16 a complete list of names and numbers
of Irish Sweepstakes winners from their recent drawings. Presumably these
editions had no special handling and went through the mails and across state
lines,

Also, on the evening of March 26 over Channel T WNAC Boston, on the 11
o'clock news, pictures were shown of a woman in Boston who won $125,000 and
they also had a close-up of her Irish Sweepstakes ticket.

While we have no objection to their giving this type of attention to the Irish
Sweepstakes, it is irritating to be the victim of a double standard. The press,
radio and television, as a result of the Department of Justice attitude, want to
literally interpret the federal laws when publicity of our program is concerned.
For example, attorneys for WNUR-TV, WKBR and WFEA have instructed that
our program is not even to be mentioned.

Best regards.

Sincerely,
JIDWARD J. POWERS,
Ewxecutive Director.
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Exmmrr 19
May 15, 1969.

Hon, Louis C. WYMAN,
Houge of Representatives,
Washington, D.C.

Dear Lou: Attached hereto is an Associated Press story about the wives of
Senate leaders collecting their Kentucky Derby winnings by mail. The story states
that a Post Office Department spokesman said that mail collections of this nature
are a violation of the federal lottery law, but that such collections are common.

It has been a well known fact that persons have been mailing their pari-mutuel
tickets to tracks throughout the pation for payment over many years. The Post
Office spokesman allegedly said that action is taken only in those cases where
there is a complaint or repeated violations.

This is another illustration of how ridiculous {he entire situation has become
and it points up the fact that the federal lottery laws could not be fairly :1_l||i
impartially enforced against legalized programs. I thought this might provide
you with some ammunition in your conversations with representatives of the
Justice or Post Office Department, Best regards.

Sincerely,

Ebpwarp J. POWERS,
Eaceutive Director.
NIXON'S PARTY CAN COLLECT IF , . . POST OFFICE SAYS

Washington (AP)—It appears that the wives of Senate leaders can collect
their Kentucky Derby winnings by mail without trouble—providing no one com-
plains and they don’t do it too often.

Mrs. Mike Mansfield and Mrs. Everett Dirksen, wives respectively of the
Demoeratic and Republican leaders, were in President Nixon's party at the
Louisville race Saturday and each had a $10 win ticket on Majestic Prince, the
big colt that won.

The presidential group left so soon after the race that they were unable to
collect the $24 to which each is entitled. White House aides told sympathetic
reporters that the tickets could be collected by mail.

When a question was raised about the legality of such a transaction, a Post
Office Department spokesman said Saturday night that mail collections of this
nature are, indeed, a violation of the federal lottery law.

But some devoted horse players noted that most, if not all, race track programs
tomers in how to collect winning tickets by mail. And such collections

instruct cus
are Ccommon.

Back to the spokesman. He acknowledged Sunday that the law is aimed chiefly
at illegal lotteries, and inspectors are inclined to ignore the widespread practice
of collecting legally purchased race track tickets by mail.

Specifically, he said that action is taken only after a complaint is lodged by
a third party. Even in such cases, the offender usually is just warned, he added.
Only repeated violations and continued complaints are likely to result in prosecu-

tion, he said.

ExmisiT 20
Ocroser 1, 1969,
CHAIRMARN,
Federal Communications Commission,
Washington, D.C.

Deasr Sii: Reference is made to previous correspondence with your Cominis-
sion and vour declaratory ruling released on September 27, 1968 as regards the
broadeasting of information concerning lotteries.

On the evening of September 20, 1969, the prize winners of 250,000 and
£100,000 in the New York lottery appeared on the Merv Griffin show, a nationally
televised CBS program. They were interviewed about their reaction and other
aspects of the New York lottery. It would appear that your declaratory ruling
prohibits this type of advertising and promotion of a lottery. In fact, as a result
of your ruling, radio and TV stations in New Hampshire declined to even broad-
cast our news releases. As yvon know, it has been the view of this Commission
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that the publie is entitled to all of the news about their state legalized lottery
programs, but your interpretation of the federal statute involved has effectively
discouraged our own media from broadeasting about our program.

We wonld like to know whether the appearance of these New York prize
winners on the Merv Griffin show comes within the prohibitions promulgated by
vou, If this publicizing of the New York lottery was proper, we would like to e
in a position to so advise New Hampshire broadeasting stations so that they
can be guided accordingly.

Very truly yours,
Epwarp J. PowERs,
Execeutive Director.

Exmisit 21

FEDERAL COMMUNICATIONS COMMISSION,
Washington, D.C., October 31, 1969.
Mr. EpwaArp J. POWERS,
Exceutive Director, Sweepstakes Commission, State of New Hampshire, Con-
cord, N.H.

DAk Me. Powers: This is with reference to your letter of October 1, 1969,
concerning the appearance of New York State Lottery winners on the Merv
Griffin show of September 29, 1969.

The Commission has no knowledge of the particular program in question; how-
ever, the Commission does not construe the lottery statute as barring bona fide
news stories or interviews. On the other hand, the statute does, in our view, bar
advertisements or announcements which directly promote a lottery, notwithstand-
ing that the broadcast also contains news, such as the amount a lottery realizes
for education.

It is hoped that the above information will be helpful to you.

Sincerely yours,
Roser, H. HYDE,
Chairman,

Exumsir 22
NoveMmser 12, 1969.
Mr., WiLt. WILsoN,
Assistant Attorney General, Department of Justice,
Washington, D.C.

DEsr Me. WriLsox: Mr. William Loeb of the Manchester Union Leader has
been kind enough to furnish me with a copy of your letter of November 3, 1969.

The Manchester Union Leader continues to extract from its mail and out-of-
state editions lists of our prize winners because it is not assured of your inter-
pretation of the anti-lottery statutes as regards this type of news coverage.
Youn will recall that I advised you months ago that the New York Daily News
was transmitting copies of its editions into this state containing lists of New
York lottery winners. On November 7, 1969, I observed that this practice con-
tinues. It would appear, therefore, that you feel that the publishing of prize
winners in a state legalized lottery does not come within the provisions of the
anti-lottery statutes and that you consider this to be in the category of “legiti-
mate news stories.”

In your letter of November 3, 1969, you referred fo the ruling of the Court of
Appeals for the Second Circuit in the case involving the New York State Broad-
casters Association, Ine. and Metromedia, Inc. However, in that case in referring
to “news broadcasts”, the Court stated as follows:

“In any event, broadecasters in all fairness should be informed of the scope of
the prohibition as specifically as possible. The Commission apparently agrees
since it has indicated doubts in another context about imposing liability on a
licensee in the absence of prior Commission or judicial decisions. Bee 32 Fed.
Reg. 10303, 10304 (1967). Because of this, we hope that the Commission will
take the opportunity to rule specifically on all or most of petitioners' requests—
including whether sample newspaper reports or stories submitted to it by peti-
tioners would be permitted on radio and television—with whatever qualifications
are appropriate in the light of this opinion.”
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In view of the request of the Court for the Federal Communications Commis-
sion to provide specific answers to the questions raised by the petitioners, it
would appear that we likewise are entitled to a specific answer as to whether
lists of prize winners come within the scope of “legitimate news stories”. While
it seems clear that this is true, particularly when considering the continued
interstate transportation of such articles in the New York Daily News, the
Manchester Union Leader is certainly entitled to a more definitive statement.

The enforcement policy of the federal government in this entire field has been
and continues to be most confusing. On the one hand the Federal Trade Com-
mission complains about private sweepstakes because they do not publicize a
list of their winners and the amount of money won, and on the other haud, there
are these federal restrictions on our desire to give full information about all
aspects of the N H. Sweepstakes program. We receive many complaints from peo-
ple outside our state who complain they never see a list of our winners. You in-
dicate that you do not give advisory opinions as to any proposed activity. How-
ever, Boston newspapers were contacted in March, 1964 by the then U.S. Attor-
ney Arthur Garrity and cautioned about including lists of our prize winners in
their mail and out-of-state editions. This certainly was far more than an advisory
opinion and seems to be inconsistent with the present policy of your department.

Congressman Louis Wyman of New Hampshire has a bill filed in Congress
{H.R. 723) that would amend the provisions of chapter 61 and sections 1084 and
1953 to exempt state operated sweepstakes from the provisions of these statutes,
The problem of any fair and impartial enforcement of the statutes against state
leg: 1 programs will continue to become more complex and confusing. Con-
sidering all factors and the possible entrance of New Jersey info this field, it
would appear to be in the interest of justice and logie for ILR. 723 to have the
support of your department. We contend that the role of government should
be to ensure that citizens are receiving what they are paying for and not to im-
pose moral sanctions on them, particularly, when they obviously see nothing
immoral or illegal in such activity or participation. The vote in New Hampshire,
New York and New Jersey seems to fully substantiate this point. In an alleged
free society what is the publie being protected against?

A review of this entire matter will be appreciated.

YVery truly yours,
Epwagp J. PowERs,
Executive Directar,

Exumir 23
NoveEMBer 25, 1969,
Hon. Lovis C. WyMmaxN,
House of Representatives,
Washington, D.C.

Dear Lou: T was delighted to hear from Boh that you feel yon may be able to
arrange a meeting for us with Assistant Attorney General Will Wilson and
possibly Attorney General John Mitehell.

You have in your possession copies of correspondence I have had in the past
with the Department of Justice on the pertinent issues. Your attention is partie-
ularly directed to my letter of November 12, 1969 to Assistant Attorney General
Wilson,

The principal points of disenssion would seem to be as follows:

1. We would like a definitive statement from the Department of Justice that
they consider prize lists as legitimate “news stories”. The Manchester Union
Leader continues to delete these lists from their ont-of-state editions. This is
not only eonsiderable expense but also deprives many of our out-of-state huvers
from this information. We receive many complaints from persons stating that
they do not see a list of our winners. As recent as November 7. 1089 T ohserved a
copy of the New York Daily News in Concord, New Hampshire at a newsstand
confaining the comnlete list of New York lottery winners. This has heen called
fo the attention of the Department of Justice in the past and sinee no effort
apnarently has been made to stop this activity, we can only infer that they
comsider it in the eategory of news, 2 :

2. The Department of Justice claims it does not give advisary opinions. On
the other hand, in March 1964 the then 17.8. Attorney in Boston. Arthur Gar-
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rity, contacted the Boston newspapers and cautioned them about sending their
editions across state lines that contained lists of our prize winners. This was in
spite of the fact that such editions had carried lists of Irish Sweepstakes win-
ners for many years. This certainly was far more than an advisory opinion. In
fact, 1 have in my possession a letter dated July 27, 1965 from Attorney
Joseph A. Millimet which sets forth the conversation he had with Assistant
Attorney General Henry Peterson concerning this general subject matter. Mr.
Millimet states as follows:

“Peterson says they have, in fact, consistently taken the position as to the
Irish Sweepstakes, as well as the New Hampshire Sweepstakes that it is not
permissible to ship newpapers in Interstate Commerce which contain the names
of the prize winners. He says that they have not had any cases in which they
have prosecuted the paper, but that they have had good Iuck in securing the co-
operation of the papers whenever they have warned them about the stautute.
This is the official policy of the Department and they intend to continue it."

It is to be observed that there has been no prosecution of any newspaper for
alleged violations of sections 1301-1302 since these statutes were enacted prior
to the turn of the century. It seems patently clear that the department does not
wish to proceed against a newspaper probably because the two statutes might be
declared unconstitutional for arbitrary interference with freedom of the press.
On the one hand, they “warn” newspapers, but when we ask for a definitive
statement, they hide behind a policy that obviously is only used when it is to
their advantage.

3. The New York State Broadeasting Association, Ine. and Metromedia, Ine.
have brought suit against the U.S.A. and Federal Communications Commission
charging that seetion 1304 is an unconstitutional interference with freedom of
speech and press. The federal Circuit Court of Appeals in New York City has
ruled this statute is constitutional but instructed FCC to be more specifie in
setting forth standards as to what constitutes news and “information con-
cerning any lottery"”. The case is now under appeal to the U.8. Supreme Court,
and the State of New Hampshire and is filing an amiens curiae brief. We do
not know whether the Supreme Court will grant certiorari.

4. There has been much confusion and inconsistency in the enforcement of
sections 1301, 1202, 1304 and 1953 and it seems impossible for the Department
of Justice to adopt any uniform, fair or impartial standards in the application of
these statutes against legalized lottery programs, For example, if the depart-
ment contends that it is a violation of federal law to fransport lottery receipts
across state lines, how can it enforce section 1953 against the millions of law abid-
ing citizens who do this very thing in buying New York and New Hampshire lot-
tery tickets and who are of the belief that such an activity is neither illegal nor
immoral. Also. some radio and TV stations earry “news” about the New York
and New Hampshire lotfery whereas others have a complete blackout as regards
both progams. The entire sitnation will become more murky when New Jersey
enters this bhnsiness as a means of raising revenue. Yon will reeall that on No-
vember 4. 1969, New Jersey voters approved a lottery by a favorable vote of
about 4 to 1.

5. I think the Department of Justice has to eventually face up to this situ-
ation and admit that we must have the same exemptions and privileges pro-
vided pari-mutuel racing. Their present policy only leads to confempt for the
law when the vast majority of people do not agree with their position. We feel
that the department should support a hearing on your bill (HR 723) that wonld
amend the provisions of chapter ¢1 and sections 1084 and 1953 to exempt state
operated sweepstakes from the provisions of the statutes. The support of the
department wonld undoubtedly have a salutary effect on your chances of ob-
taining a hearing on your bill.

6. It is pertinent fhat a ruling released by FCC on June 19, 1964 as regards
the broadeasting of horse racing information reads as follows:

“Horse racing and pari-mntnel betting at race tracks are, of course, permitted
in many states. Indeed, the revenues derived from such legal pari-mntuel betting
are of considerable significance to many of the states. These factors nnderscore
the established role of horse racing, a role which the Commission recognizes and
one which we do not wish to disturb.”
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Sinee FCC placed emphasis on the legality of pari-mutuel betting and the fact
that it produces revenue for states engaging in it, it would appear logical that
the same factor should apply to legalized lottery programs operated and con-
trolled by sovereign states.

7. The federal government continues to operate its own lottery in connection
with the awarding of oil and gas leases on publie lands. I just received this week
a circular about thelr November drawing allegedly distributed by the Burean
of Land Management. A copy of this notice is enclosed. Persons must pay an
“entry fee” to participate in the drawing and this entry fee is not returned. Yon
may recall that considerable publicity was given to this matter a couple of
vears ago but apparently it had no effect on the policy of the U.8. Government
in this regard.

8 The Federal Trade Commission complains about private sweepstakes be-
eause they do not publish a list of their winners and the amount of prizes won.
On the other hand, we want to give full disclosure to our list of winners and the
amount of money distributed to instill public faith and confidence and we are
restricted in these efforts. The position of the federal government seems to be
ineonsistent,

These are some of the matters, Lou, that we could discuss with officials at
the Department of Justice and the foregoing may suggest other items to you.

Thanks for your cooperation,

Sincerely,
Epwarp J. POWERS,
Erecutive Director.

—_—

Exmipir 24
DEcCEMBER 2, 1969,
p1ToR,
Wall Street Journal,
New York City, N.Y.

DEAR Sir: Your attention is directed to your article of March 27, 1967 regard-
ing the federal lottery in connection with the sale of oil and gas leases. At that
time yon quoted a Post Office Department attorney as indicating that this lottery
would be prohibited under the federal statutes if operated under any other
aAuspices,

We received a letter this week from Mr. Maurice Lurault, 6907 Donald
Avenue, Tampa, Florida, with which he forwarded the enclosed circular
advising of the November drawing to be held in awarding oil and gas leases on
publie land. While the eireular does not indicate the source, Mr. Lurault expressed
the opinion that it was issued by the Bureau of Land Management for the Depart-
ment of Interior.

[ thought von might like to know that the policy of the U.S. Government appar-
ently has not changed since you exposed this practice,

Very truly yours,
Epwarn J. POWERS,
Erecutive Dircctor,
Nov. DRAWING

U.8. Government Publie Drawing to Award 0il & Gas Leases on Public Lands

Some of these lands have had a potential of over £500.000 in oil income for the
winner. A great many pareels have a potential oil income value of from $106,000
to £250.000 and when sold to an oil company, under an advance oil production
agreement, this income can be received as eapital gain cash.

POSTING DATE—NOV. 1TTH

This is the date the list of parcels will be Posted on the bulletin boards of the
local offices of the Burean of Land Management, From there on we have a period
of only five (3) days in which we must evaluate the hundreds of parcels and file
your applications. We must air mail your filings by Friday to make sure they
arrive at the different Land Offices before 10:00 AM. the following Monday.
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In order for us to meet this deadline, it will be necessary that we receive your
signed blue Entry Cards by the above Posting Date.

MAIL BY—NOV, 14TH
Don't Risk Missing a Filing

Make sure your name will be in the “hopper” for the drawing. Every month we
receive many entry cards that reach us too late. We urge you to sign vour Blue
Entry ( .ml- right now and mail them today while this is fresh on your mind.

Good Inek in the drawing,

Exmmr 25
[From the Portsmouth Herald (N.H.), January 6, 1971]

“Always fight for progress and reform, never tolerate injustice or corruption,
fight demagogues of all parties, never belong to any party . .. always remain
devoted to the public welfare, never be satisfied with merely printing news, al-
wiays be drastically independent, never be afraid to attack wrong, whether by
predatory plutocracy or predatory poverty."—Joseph Pulitzer

EDITORIAL OPINION.—LET'S GET IT STRAIGHTENED OUT

Undoubtedly Atty. Gen. Rudman's decision to ask for prosecution of the New
York Daily News for violating the anti-lottery laws was taken only after long
consultations in the offices of the governor and Sweepstakes Commission.

Rudman's request was double-barreled to the extent that he urged (hat if
prosecution can't be had, then he wanted a ruling from U.S. Atty. Gen. John
Mitehell (Martha's husband) on lottery news

We're—naturally—opposed to prosecuting guo(l newspapers for anything, but,
we, too, would like to see the thing clarified.

As it stands today, and we know the local postal authorities are doing what
they believe is their job, The Herald can publish only a brief story on winners in
the N.H, Sweeps. We ean’t let others know, by publication of numbers, that they
are winners,

Yet the New York Daily News comes into New Hampshire with a complete
listing of all winning numbers in the New York Sweeps. A paper in Boston used
to lease a speecial wire from Dublin &o it could publish all the Irish Sweeps num-
bers, and it eame into New Hampshire with them.

Nothing about the present situation makes sense, and it's high time that it was
clarified. Let's either ban everything, or let the individual papers in the states
where lotteries are legal print all the information they wish.

The present way of doing business is a mess.

Exumir 26
[From the Portsmouth Herald (N.H.), June 21, 1972]

“Always fight for progress and reform, never tolerate injustice or corruption,
ficht demagogues of all parties, never belong to any party . .. always remain
devoted to the public welfare, never be satisfied with merely printing news, al-
ways be drastically independent, never be afraid fo attack wrong, whether by
predatory plutocracy or predatory poverty."—Joseph Pulitzer

EDITORIAL OPINION.—CONGRESSMAN WARRINGTON'S BILL ON LOTTERIES SHOULD BE
EXPEDITED

This conld be construed as a case of special pleading, and perhaps it is, hut
we can’'t help applaunding Massachusetts Congressman Michael Harrington.

Harrington has written to all members of the House Judiciary Committee to
try to speed passage throngh the House of a measure to repeal the present federal
laws against sending lottery information throngh the mail.

The laws, always unevenly applied, are nonsense in the first place. As Harring-
ton said, the present laws are simply “absurd.”
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Harrington is worth quoting in full as follows :

“The Massachusetts (you may read New Hampshire here) lottery is now a
functioning part of state government. Yet existing federal law treats lotteries as
some sort of unspeakable crime, and prevents information about them from being
carried in any medinm which crosses state lines.

“(Consequently, to serve their readers in Massachusetts (again read New Hamp-
shire. or Connectieut, or New York), newspapers in the state have to go through
an expensive and wasteful process of replating their paper, since they cannot
gend lottery information through the mail themselves,” Harrington said.

Let's end the federal hypocerisy speedily, as Harrington suggests.

Exnimir 27

[From the Exeter News-Letter]

GUEST EDITORIAL—ANTI-LOTTERY IARCE

This newspaper certainly applauds the efforts of the Sweepstakes Commis-
sion's executive director Edward Powers and Congressman Lonis Wyman to
amend the anti-lottery laws as they relate to the communications industry.

In a letter to Rep. Emanuel Celler, chairman of the House judiciary committee,
Powers notes that legalized lotteries now exist in six sovereign states where “the
public has overwhelmingly voted in favor of this concept of raising revenue . . .
Millions of people arve buying tickets each week and it is absurd that there is a
communications gap in providing the publie full information about their own
legalized programs.”

Powers calls upon the Congress “to correct this maze of inconsistency, hypoc-
risy and confusion that permeates the entire problem. There is wide coverage
of horse and dog racing with pari-mutuel results on TV every night,” (and in
the metropolitan newspapers daily).

Many vears ago this newspaper was warned by postal authorities not to pub-
lish notices of whist or bridge parties even though they were held to support a
charity. These were games of chance, we were told, and were a violation of the
postal anti-lottery regulations, Publication of such lottery news could make The
News-Letter inadmissible to the mails.

There was no reply from P.O. headquarters when we asked how come the dailies
use the mails when they publish pari-mutuel results.

Onr then Congressman Chester Morrow agreed to prepare a bill which would
end this farcical attempt to elevate the public morals by curtailing freedom of
the press, but the effort got bogged down in bureaueratic red tape.

Perhaps Messrs. Wyman and Powers ean cut the tape and get results. We sure
hope =0,

Exninrr 28

Tuae CoxNEcTICUT VALLEY REPORTER,
Lebanon, N.H., March 13, 197}.
Mr. WiLtiAM DEACHMAN,
7.8, Attorney, Federal Building,
Concord, N.H.

DeAR M. DEACHEMAXN : Many thanks for the time you spent with me yesterday
afternoon discussing the regulations governing the use of the U.S. Mails in the
promotion of lotterles. I do hope I didn't disrupt your busy schedule.

In thinking over various points on the way home I wondered if my approach
to the subject might cause a false impression in the mind of someone not fa-
miliar with the situation.

My gripe is with the U.8, Postal Service not with the New Hampshire Sweep-
stakes Commission. We, the Reporter, would like the same mailing privileges
afforded the Poston Globe and other big newspapers in Massachusetts, Con-
nectient, New York and New Jersey, who freely run advertising on state sweep-
stakes, list winning nombers and other pertinent information.

The New Hampshire Sweepstakes is a state sanctioned program and we feel
the public has a right to know about its activities. If we are not allowed to pub-
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lish information regarding the New Hampshire Sweepstakes we are being denied
our rights under the First Amendment. Where do these freedoms begin and end?

All we are asking is the opportunity to help promote a New Hampshire state
sponsored revenue producing program, and publish information on its activities,

The law quoted by Postal Inspector Smith, 18 U.S.C. Section 1302 was passed
originally in the 1800°s with subsequent revisions through the early 1900’s.

In October 1961 Congress enacted the Interstate Transportation of Wagering
Paraphernalia Statute Section 1953 of Title 18. This is the most recent statute
that deals with illegal gambling and lotteries. In that statute specific exception
is made for the carriage of newspapers in Interstate Commerce. Why did Con-
gress feel it necessary in 1961 to make this exception for newspapers? Shouldn't
this statute take precedence over statutes like Section 1302 Title 18 passed prior
to 19007

Thanking you once again for your kind attention.

Sincerely,
James A, HiceIw.

Exumir 29

MEMORANDUM WHICH WAS POSTED ON THE BULLETIN BOARD AT WMUR-TV
(CHANNEL 9), MANCHESTER, N.H., READING AS FOLLOWS:

“There is to be no mention what-so-ever on the air about the New Hampshire
Sweepstakes . . . its progress, promotions or winners, ete.

“An FPCC regulation prohibits this and although we are very sympathetic to
the cause of the Sweepstakes Commission, our hands are tied and our license in
jeopardy should we violate this ruling.

“Please read and initial.”

Exmmir 30
[From the Manchester Union Leader, Apr. 15, 1074]
ProgrESS DESPITE ADVERSITY

The outstanding record of success of the New Hampshire Sweepstakes program
is misleading in one respect. Although—payments to prize winners and other
benefits aside—the program has produced nearly $18,000,000 in revenue for the
state's school districts in its first decade of operation, the success story is some-
what diminished by the thought of what might have been achieved if the program
had not been harassed and nndercut since its inception,

And that is why the present and past Sweepstakes Commissioners and Ex-
ecutive Director Edward J. Powers have never been tempted to rest on their
well-earned laurels. As Mr. Powers recently testified in the nation's capital before
the Commission on the Review of the National Policy Toward Gambling:

“Because we have been denied the prineipal channels of communication, this
concept of raising revenue has not as yet been truly tested in the markete
place. . . . The fuil revenue potential has, obviously, not been realized. We have
a consumer product that must be merchandized and promoted to maintain
public enthusiasm and interest as do all other consumer products.”

Mr. Powers, who has exceeded our greatest expections as a Sweepstakes direc-
tor since his selection by former Governor John King in 1963, went on to recite
a veritable litany of legitimate grievances against the federal government's
unfair and discriminatory anti-lottery laws, which literally ery out for redress.

In early 1964 the TU.S. attorney in Boston warned Boston newspapers not to
carry the New Hampshire Sweepstakes list of prize winners in their mail or
ont-of-state editions, despite the fact that newspapers for years had run lists of
Irish Sweepstakes winners under an opinion given in 1934 by Postmaster General
James Farley.

Postal inspectors have frequently threatened newspaper editors with prose-
cution and possible loss of mail privileges, resulting in the replating of mail
and out-of-state editions to delete names of prize winners.

When Portsmouth merchants attempted to give away Sweeps tickets to their
customers in the summer of 1965, they were told by postal officials that this
information could not be ineluded in their advertisement since this would con-
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stitute promotion of a lottery—even thongh there was nothing for the customers
to buy and all they had to do was to register for a drawing. Merchants elsewhere
in the nation had done virtually the same thing in promotional efforts to ad-
vertise and give away Irish Sweepstakes tickets with the approval of the Post
Office.

Although the basie purpose of the statufe was directed at illegal forms of
sambling, the IRS nevertheless ruled in 1965 that New Hampshire must pay the
federal 10 per cent tax on lotteries and purchase tax stamps for all persons
selling Sweeps tickets, resulting in a silly situation where state employes selling
Sweeps tickets had to exhibit tax stamps, whereas employes of the race track
selling pari-mutuel tickets did not. (In July 1065, Congress voted to exempt a
state Sweepstakes associated with a horse race.)

Because of outmoded statutes, sovereign states feel they must annoy and
confuse the public by doing their drawings in part against post positions of races
previously run. This is done in connection with the weekly lottery number or the
finunl phase of drawings where major prizes are awarded.

The celebrated Fabrizio court case of 1964, although it resulted in the aquittal
four vears later of the Elmira, New York man, has left Anthony Fabrizio an
anery citizen, The newspaper employe, whose “crime” was that he traveled to
Keene to purchase 75 tickets for himself and friends, remains the only citizen
ever to be singled ont for prosecution under the Interstate Transportation of
Wagering Paraphernalia statute as far as activities of the states’ legalized
lotteries are concerned.

New Hampshire has been vietimized by ineredible diserimination in connection
with radio and TV broadeasts, the most ludicrous illustration being the 1964
and 1965 national televised presentations of the Sweeps—but with the announcer

prohibited from mentioning the word “Qweepstakes,” or interviewing the major

prize winners who were present at Rockingham Park.

The FCC then modified its position when other states entered the lottery busi-
ness. Bven the Friday morning Sweeps drawings at different locations through-
out the state are boyeotted by loeal radio and TV on the advice of legal counsel.

While sandbagging the New Hampshire Sweeps, the discriminating feds have
allowed the Department of Interior to operate a lottery of its own in awarding

oil and gas leases.

Waeirhing these negative considerations against the positive fact of the Sweep-
stakes program’s scandal-free record of integrity, it would seem to be a modest
request that Mr. Powers presented to the review commission—Ii.e,, that it recom-
mend that Congress take prompt and favorable action on pending legislation
which wonld amend federal anti-lottery laws to allow states free access to inter-
state channels of communication, including the use of the mails, radio and
television,

Mr. Powers. T will read portions of the statement and try to sum-
marize as much as I can.

[ do want to thank you for this opportunity to express our views to
your committee. This is a singular occasion for the New Hampshire
swoeepstakes because we have been trying to obtain a congressional
hearing for 10 years. In fact, our own Congressman, Louis C. Wyman,
introduced the first bill in 1964 to amend the archaic Federal anti-
lottery laws. Our Congressman James C. Cleveland is the present
sponsor of H.R. 13130. We are very pleased that our goal now have a
chance to be realized. There is at least a glimmer of light at the end
of the tunnel. ] g

I speak to you today principally as executive director of the New
Hampshire Sweepstakes Commission, but also as president of the Na-
tional Association of State Lotteries, and T would like to disenss that
organization with you briefly later in this statement. Both of these
agencies have a conumon interest in the objectives being sought.

The heart of the problem relates to the inconsistent efforts of the
Federal Government to enforee, in our present jet age, laws that were
enacted in the stagecoach era. We are certain you will agree that laws

f =)
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must have the respect and support of the people if they are to be
effectively enforced. We are all too familiar with the price society has
paid in the past to learn this lesson.

It is my purpose to illustrate the absurdity of the Federal position
in n'mtlm'u—(ll:t_w_.' society and to urge your committee to report favorably
on the bills that would modify the present Federal antilottery laws,
as regards their application to sovereign States.

I have noticed that there has been support from directors of State
lotteries for H.R. 6668. We do not feel that this goes far enough. We
feel that it does not really solve the problem that has faced State
lotteries in the past and the problems that will arise in the future.

There are a couple of points that I would like to mention in con-
nection with statements made previously. No. 1, travel in our society
is a constitutional right. People move across State lines to attend race-
tracks and to participate in legalized forms of gambling. Federal offi-
cials from Washington, D.C. travel to Laurel and Bowie racetracks to
engage in that legalized operation in that State,

We believe that communication in our free society, through the mails,
radio, and television, is just as much as basic right for people in a free
soclety as travel across State lines. We do not feel that there should be
restrictions of any type on sovereign States operating a program such
as we have in eight States now and five States to come, Newspapers
CATTY p:n-imutnv? race results in all of their editions, mail, or across
State lines, It makes no difference. There is no restriction whatsoever.

People who do not have racetracks in their States likewise read
these newspapers, and many of them are participating in illegal
forms of gambling as far as bookies are concerned. and also numbers
writers. So therefore, we do not feel that there should be any restric-
tion as regards the publishing of information abont legalized State
lottery programs.

For example, Mr. Chairman, newspapers in the State of New
ITampshire will not take an ad from the New Hampshire Sweep-
stakes Commission of less than one-quarter page, because it costs too
much for them to replate a lesser amount of space in an ad, In other
words, the administrative cost to the New Hampshire Sweepstakes
Commission and the resulting decrease in net revenue to the State
school districts is increased because of this type of restriction on the
type of ad that we can place, because these newspapers for the most
part take those ads out of their mail editions.

And one other point I wish to make here that was not covered. T do
not think, adequately by Mr. Lynch. There is also another statute,
1301, which talks about the interstate transportation of materials and
lists of prize winners. So this also affects newspapers who truck news-
papers across State lines. We are always reading, in New Hampshire,
of course, ads that are in the Boston Globe that are sold in New
Hampshire. So that I think that we should make sure that if we are
going to amend these statutes that we ensure that newspapers are not
going to be required to take advertising or lists of prize winners or
other information out of either their mail editions or out of their
editions that go across State lines. And we will cover this point,
because T think it is very important. as it has affected the New
Hampshire sweepstakes from the beginning.
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We strongly believe that the Federal and State Governments
should be working closely together to ensure that State legalized
lotteries are operated in the public interest. This can be accomplished
only through full disclosure by the media of all activities and by
joint cooperation as regards security, prize distribution and financial
accountability. It is self-defeating for the Federal Government to
restrict and impede this decision of the sovereign States to raise
supplemental revenue while at the same time it v‘n'_rzt;_rt's in revenue-
sharing and expects cooperative Federal-State efforts to combat illeoal
gambling activities inspirved by organized crime. :

It makes little sense for the Federal laws to exempt parimutuel
racing and to deprive the use of the mails, radios, and television to
State lottery programs. The absurdity is manifested by the nightly
broadeast of daily double resulfs at dog and horse tracks while the
public is denied the right to be informed of the weekly lottery number.

Mr. Chairman, you ask a question about the broadeasting of our
weekly lottery number. FCC to this date prohibits radio and television
stations from broadeasting the weekly lottery number, and we have
appealed the decision of the Federal Circuit Court of Appeals in
Philadelphia to the T.S. Supreme Court in an effort to continue their
present prohibitions. So that again, this type of communication is
deprived, the citizens of the State as well as other States, and again
increases the administrative costs of State programs.

There are many instances of the unfairness with which the Federal
anti-lottery laws have been administered. We have good reason to
believe that the Federal Government took an unusually harsh posi-
tions against the New Hampshire sweepstakes program to ensure its
failure and to discourage other States from adopting this concept of
raising revenne, New Hampshire was not treated as a sovereign State,
but as an orphan and stepchild in the Federal system.

States that have entered the lottery business in the last few years
have not run the same gauntlet. Of course, we realize that the pioneer
must always chart the paths and bear the burdens of the unexplored,
and the main reason the program has survived is that the people
wanted it and have supported it.

Lest you feel that T am overdramatizing the early days of this
singular endeavor, T would like to share with you just a few of the
experiences we have had. This is the point T am getting to as regards
the mail and the out-of-States editions of newspapers.

In the early part of 1964 the U.S. attorney in Boston warned Boston
newspapers not to carry our list of prize winners—not paid ads, a news
story of their prize winners—in their mail or out-of-state editions that
were trucked into New Hampshire or other States. He alerted them
to the broad restrictions contained in sections 1301 and 1302 of title
18, which were enacted prior to the turn of the century. His admonition
was given in spite of the fact that newspapers for years had run lists
of Irish sweepstakes winners with little or no interference as a result
of a favorable opinion given by Postmaster General James Farley in
1934,

The April 2, 1934 edition of Time magazine gave an interesting
account of the ficht between the New York newspapers, including the
New York Daily News, and the U.S. Post Office regarding the listing
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of Trish sweepstakes winners. And it goes on to say that henceforth.
according to the Postmaster General James Farley, a liberal policy
would be taken by the Post Office Department in int erpreting the
statute about lottery information. '

This let down the bars. Even the New York Sun forgot its hidebound
caution long enough to print the list of U.S. ticketholders in the Irish
Hospital sweepstakes. You and I know the rest, and for years there-
after we all read with interest the stories about the Irish sweepstakes
winners in newspapers throughout this land.

In fact, a newspaper in Boston had a wire service hooked right
into its own newspaper to get the immediate results of the Irish sweep-
stakes winners direct from Ireland.

When we asked the U.S. Post Office officials to explain this incon-
sistancy in their policy, they replied that they could not find Mr.
Farley’s statement, but in any event, it was merely an opinion and not
a ruling. The fact that Mr. Farley’s opinion had changed the interpre-
tation of the mail statute for 30 years apparently made no difference.

As a result of the T.S. attorney’s warning, Boston and New Hamp-
shire newspapers replated their mail and out-o f-state editions to delete
the list of our prize winners, in spite of the fact that they are protected
under the freedom of the press amendment in our Constitution.

In the early years, many newspapers declined to accept ads or permit
lists of prize winners as a news story, even in their local editions. As
the years went by, some newspapers began printing lists of winners
as news stories in all of their editions. Although most of them today
remove ads from their mailed editions, we notice ads in Boston news-
papers distributed in New Hampshire.

Postal inspectors have contacted newspaper editors on frequent oc-
casions to threaten prosecution and possible loss of mail privileges
where lists of prize winners on lottery ads have appeared, in mail edi-
tions. These visits continue to this day. It is unfortunate this valuable
investigative time of experienced postal inspectors has been used for
this purpose rather than in combating serious eriminal violations.

Mr. Doxonue. Would you pardon me, Mr. Powers?

Mr. Powers. Yes.

Mr. Doxonue. That signal indicates that a quorum call is taking
place over on the floor of the House. So we must respond to that. So if
you will briefly conclude your statement, we will make the entire state-
ment a part of the record, which will be read by all of our members.

Mr. Powrrs. We have furnished about 29 exhibits to the commit-
tee which give examples of what we consider diserimination.

Mr. Doxonue. They will be made a part of the record.

Mr. Powers. Right. T would also like to state that we do have now
a National Association of State Lotteries, It has been working to-
gether and exchanging information regarding every phase of our op-
eration: marketing, security, promotion, new price schedules, and
everything. And it has worked out very well for the benefit of all, and
it is in the spirit of friendly competition. So I do feel that these States
now are working closely together to accomplish our objectives to in-
sure that there is a basic public trust, the public continues to have
faith and confidence in us. And I do think that in making recommenda-
tions possibly for some sort of Federal regulatory agency as regards
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the passage of these amendments, that it be kept in mind that the
States themselves are doing a fine job in working together to accom-
plish their common goals.

Mr. Doxonue. Thank you.

Mr. Powrgrs. Thank you.

Mr. Doxomue. We will now call on Mr. George Mahoney and Mr.
Stanley Fine.

Do you wish to have your statement made a part of the record in
view of the quorum call that is going on on the floor?

Mr. Fine We would ask the committee’s permission to file a detailed
written statement later this week. We just have a few off-the-cufl
remarks.

Mr. Doxomvr. It is a little late. But we will receive your detailed
statement and have it made a part of the record.

Mr. Maxx. He only wants 1 minute.

Mr. Fixe. We each would like about 1 minute.

Mr. Doxonuoe. All right.

[The prepared statements of Mr. George P. Mahoney and Mr. Stan-
ley Fine follow:]
MARYLAND STATE LOTTERY AGENCY,

Baltimore, Md., May 2, 1974.
Hon. Harorp D. DONORUE,
Chairman, Subcommittee on Claims and Governmental Relations, Committee on
the Judiciary, Rayburn House Ofice Building, Washington, D.C.

DeAR CHAIRMAN Doxonue: Thank you for the opportunity to testify before
your Subcommittee last week on IR, 6668 and similar bills. At the hearing you
were kind enough to allow the Maryland State Lottery Agency to submit a writ-
fen statement to be made part of the record for that hearing. I am enclosing here-
with a copy of the statement of the Maryland State Lottery Agency concerning
these bills to be included in the record.

I appreciate the opportunity to appear beore your Committee.

Sincerely,
StanLEy S, FINE,
Director.

STATEMENT OF THE MARYLAND STATE LOTTERY AGENCY

The origin of the current Maryland Lottery is very recent. The Maryland Lot-
tery Law and a Constitutional amendment were passed during the 1972 Session
of the Maryland Legislature. The Constitutional amendment was approved by
Maryland voters in November, 1972, and the State Lottery Law went into effect
on January 1, 1973. This law established the Maryland State Lottery Agency,
which began selling lottery tickets on May 15, 1973. We are nearing our first year
anniversary. It is anticipated that at the end of 1 year of selling lottery tickets,
we will have netted for the State of Maryland over £16,000,000 with a like
amount being allocated to prize winners in the Maryland Lottery. Lottery sales
agents will have realized almost $2,000,000 in sales commission or selling tickets,
We are proud of these achievements. However, we feel we can improve our earn-
ings and achieve our objectives If legislation to remove federal restrictions on
State Lotteries is given favorable treatment by this Committee.

Such proposed federal legislation would exempt state conducted lotteries from
the provisions of 18 USC, sections 1301, 1302, 1303 and 1304. These provisions
presently prohibit transportation, mailing and broadeasting of advertising, in-
formation and material concerning lotteries. The Maryland State Lottery Agency
has found these provisions to be very restrictive upon the lottery’s objectives to
maximize revenue for the state, to serve the public and to combat organized
crime.

We believe that present federal law does not recognize the right of a state to
conduct its lawful business without undue federal regulation or interference.
The main ohjective of a state lottery would be as a source of revenue. In effect,

.
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it is a government sponsored business and not just another bureancracy. Sound
business techniques and the profit motive are as important to our state lotteries
as they are to private enterprise, State lotteries should have the same advertising
and broadeasting opportunities as any other business, We believe that since the
lottery is a public business, it should be allowed to operate as efliciently and pro-
ductively as possible without undue federal restrictions.

We believe that the operating and policy determinations of staie lotteries are
inhibited by the above mentioned provisions of federal law, For example, 15
USCO, section 1304 prohibits the use of the airwaves for broadeasting of informa-
tion that directly promotes a lottery. The State of Michigan uses the Canadian
airwaves for advertising its lottery and averages about 60% per capita sales per
week. The other 7 lottery states average something less than Michigan because
they are not allowed to use the American airwaves. We believe that such access
to radio and T.V. is a factor to increased lottery earnings. Furthermore, under
these provisions the winning number each week cannot be given to the public
over radio and T.V. In effect, the states lotteries objective to serve its public can-
not even be met.

We further feel it is difficult to reconcile certain federal practices in other
forms of legalized gambling to state sponsored lotteries. Racing, both on and off-
track, does not huve the restrictions of the mail, interstate transportation, adver-
tising and broadeasting that state lotteries have. Most on-track racing today is
operated hy private enterprise and licensed by the State. Yet lotteries, owned and
operated by the State, have these restrietions. It would also appear that the wide
dissemination of racing results and point spreads on sporting events in this coun-
try aids the illegal numbers game and illegal sports betting. But State controlled
lotteries, raising sorely needed revenues for the State, are hampered. In essence,
other forms of gambling, both legal and illegal, enjoy little if any federal restric-
tion.

Furthermore, State lotteries are presently considering the implementation of
a legalized numbers game. Given the proper tools, which include the lifting of
these federal restrictions, State lotteries could achieve another objective. That
objective would be to compete against and curb the illegal numbers game,

In summary, we respecifully request favorable consideration of the proposed
legislation to remove federal restrictions on State lotteries.

yEORGE P. MATIONEY,
Chairman.
STANLEY 8. FINE,
Director.

TESTIMONY OF GEORGE P. MAHONEY, CHAIRMAN, MARYLAND
STATE LOTTERY COMMISSION, ACCOMPANIED BY STANLEY S.
FINE, DIRECTOR, MARYLAND LOTTERY

Mr. Fixe. I would like to respond to the statement made earlier
by Mr. Lynch about an insert to the Washington Post and the Wash-
ington Star-News, the eight-page insert, and whether or not it is a
violation of Federal law.

I would like to point out to this committee that the State of Mary-
land did purec ‘hase advertising in these two newspapers in the form of
an insert. The insert itself was printed in the State of Maryland and
was inserted in the Washington newspapers when they came into the
State of Maryland, that is, when they were delivere d to the Prince
Georges and Montgomery County papers. These inserts never left
the State of Maryland and I do not believe you have any kind of viola-
tion of interstate transportation or use of the mails. They were physi-
cally inserted in Maryland.

One last comment I would make. Ms. Jordan talked about the fact
that if we had these provisions of Federal law, whether or not we
might increase our revenue, since New Jersey was going so well.
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T mieht add that the State of Michigan uses Canadian TV to
advertise its lottery. The State of Michigan has one of the most snecess-
ful lotteries in this country, and T am saying a factor could be that 1t
does have access to television in the form of Canadian TV, and I think
that that is a point in our favor. |

I wonld like to introduce Mr. Mahoney, who is the chairman of our
lottery commission. He is former chairman of the Maryland Racing
Commission. Also, former vice-president to the National Association
of Racineg Commissioners, He would like to make one short statement.

Thank you.

My, Marmoxey. Mr. Chairman, Members of the Congress here, it
is a pleasure to appear before you. With your patience, and we know
yon have the rolleall. so we are going to end it real rapidly.

It amazes me each day, After the experience of racing here, in the
very near future we will have the Kentucky Derby, part of the triple
erown. and the Preakness will be held in Maryland, and then the
Belmont Stakes. and all over the world, mind you—not only the United
States—they will be learning about these races. And here we are with
our little rame known as a lottery in the State, and the State’s needs
for the funds are so great, I'm surprised racing should be allowed
to go on advertising over television, radio and they give them a lot
of free time and space. And here we are curbed from any of this
activity in the way of advertising.

We really feel that this is not fair to the lotteries throughout the
State, and through this method, we feel that there is something very
important about lotteries that you should keep in mind.

[ believe that if the Federal people would take more interest in the
very fact that if we go in the lottery business—and we are in it—
and the police departments in Maryland, the police departments of
New York. and Washington, D.C., and all of the States that T have
contacted have said in no uncertain terms that if you could do the
lottery the way they do it, their daily number game, then this wounld
put these people out of business, and as a result, do away with crime
and corruption and also with the sale of drugs.

So I say if racing can do it, why not lottery?

Thank you very much.

Mr. Srarrock. Mr. Chairman, there are a number of statements to
be inserted in the record. One is in the form of the letter of Jaime
Benitez. Resident Commissioner of Puerto Rico; also a letter received
carlier by the committee from Stanford Smith, president of the
American Newspaper Publishers Association. Statements have been
received from Representative Fred B. Rooney, Representative Wil-
liam S. Broomficld, Representative Hamilton Fish, Jr., and a number
of other persons have indicated a desire to file statements to be made
part of the record.

[The material referred to follows:]

CoxNGRESS OF THE UNITED STATES,
House oF REPRESENTATIVES,
Washington, D.C., April 2}, 1974.
Hon. Harorp D). DONOHUE,
Chairman, Subcommittee on Claims and Governmental Relations, Committee on
the Judiciary, U.8. House of Representatives, Washington, D.C.

Dear CHARMAN Donxonve: I am writing in support of House bill number

H.IR. 6668, under consideration by your Subcommittee, entitled: “To amend
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title 18 of the United States Code to permit the transportation, mailing, and
broadcasting of advertising, information, and materials concerring lotteries
authorized by law and conducted by a State, and for other purposes,”

I will be grateful if you would include my support as part of the record, on the
hearings presently being conducted.

With warm regards,

Cordially,
JAIME BENITEZ.

AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION,
Reston, Va., April 17, 1973.
Hon. PETER W, Robino Jr.,
Chairman, House Judiciary Committee,
Washington, D.C.

DEaR CHAIRMAN Ropizo: The purpose of this letter is to reassert our offer of
support for the enactment of legislation introduced by you and several other
Congressmen to amend Title 18 of the U.S. Code to exempt state organized and
conducted lotteries from the federal lottery laws.

We were extremely pleased with the efforts made by you and several other
Committee members in attaining Judiciary Committee approval of such a bill
during the last session of Congress. We are also extremely pleased that you have
introduced an identical bill this year.

When we wrote you on Feb. 29, 1972 offering our support and urging an intensi-
fied effort for enactment, we stated that the need for passage of this legislation
becomes greater every day. While it is a year later, the situation is the same
today.

The archaic sections of Title 18, enacted in 1890, have only served to force
state governments to use less effective means of making their programs known.
This in turn makes the lottery operation more expensive to the taxpayers and in
the long run less efficient.

Above all, these present laws set up a legal smokescreen of censorship in that
they stop newspapers and other media from giving full coverage to all aspects
of state-conducted lotteries even though the funds involved are public in nature.

When we wrote to you last year, only four states—Connecticut, New York.
New Hampshire and your home state of New Jersey—were conducting lotteries.
Since that time, four more states have adopted the lottery idea—Massachusetts,
Maryland, Michigan and Pennsylvania—and a fifth, Ohio, will decide by refer-
endum in early May whether to do so.

We sincerely believe the amendments approved by the Committee last year,
and now incorporated in Bill 6668, are equitable and do not in any way compro-
mise the purpose of the bill. In fact, we feel the amendments have strengthened
it.

To assist you in your efforts to attain passage, we have on several oceasions
communicated with all our members about the need for this legislation. In addi-
tion we have directed a series of communications to our members in states which
now operate lotteries, The news media and the members of Congress from those
states are in the best position to explain the need for the legislation to the public
and to other members of Congress,

If there is anything else you feel we could do to assist you in this endeavor,
please contact us.

With high esteem.

Sinecerely yours,
STANFORD SMITH,
President.

[Whereupon, at 12:20 p.m., the subcommittee adjourned, subject to
the call of the Chair. |




ADDITIONAL MATERIALS

STATEMENTS SUBMITTED TO THE SUBCOMMITTEE
IN SUPPORT OF THE BILLS

STATEMENT ofF HoxN, WitLiam S. CoHEN, A REPRESENTATIVE IN (CONGRESS
FroM THE STATE OF MAINE

Mr. Chairman, I would like to express my appreciation to you and the other
members of your Subeommittee for your congideration of H.R. 6668 and related
legislation to ease the arbitrary Federal restrictions now hampering the opera-
tion of state lotteries. As you know, H.R. 6668, was introduced by the distin-
guished Chairman of the House Judiciary Committee, Mr. Rodino, and I am
very pleased to be one of i cOSPONSOTs.

Maine has recently joined the growing ranks of states having lotteries. A public
referendum was held in Maine last fall to approve the proposed state lottery, and
the State Lottery Commission is now working hard to have the lottery underway
by midsummer.

Maine's interest in a state lottery can be based on a number of factors. Maine
is In large part a rural state with a limited economic base and numerous small
communities. Its state services therefore must be extensive, but must depend
at the same time on a limited tax base. Maine has watched its neighbor state,
New Hampshire pioneer in the operation of a state lottery and through it provide
millions of dollars for the New Hampshire educational system. The careful
management of the New Hampshire state lottery has reassured us that abuses
of the game can be avoided. The benefits that the game and its revenues wounld
provide our citizens have encouraged us to follow in the trail blazed by New
Hampshire.

While realizing the possibilities of a state lottery, however, we have also be-
come aware of the pitfalls, frustrations and limitations involved in it. Many of
these, unfortunately, stem in large part from outdated and essentially mean-
ingless Federal laws. That is why I am so pleased that your Subcommittee is
now considering legislation to correct these problems. If we are able to act
promptly in this area, Maine may be able to avoid in large part the frustrations
which have plagued other states in the past several years.

H.R. 6668 would exempt lotteries authorized by State law and operated under
state supervision from the restrictions contained in Sections 1301, 1302, 1303,
and 1304 of the United States eriminal code, These sections prohibit the use of
interstate and foreign commerce, the mails, or the broadecasting medium, for
the transmission of any advertisement, information, or materials relating to
any lottery, gift enterprise or similar scheme. Violations of these sections are
punishable by fine and imprisonment.

As I stated in my letter to you on March 11, 1974, and as have been reempha-
sized by others who have testified on this subject, these statutes have resulted
in very arbitrary and detrimental restrictions upon state lotteries. The inability
of lotteries to use the mails for transmitting information, tickets, or even the
winning names and numbers in the game has not only lead to administrative
headaches but also substantially increased administrative costs due to the neces-
sity of using such thing as special messenger services.

The mail restrictions will also place a special burden on Maine newspapers.
Under present law, newspapers cannot carry any information or news about
the state lottery system in editions which go through the mails. Beeause of its
rural nature, Maine has numerous small weekly newspapers on which rural
residents depend for local and state news, These papers simply do not have
the finanecial resources which allow the bigger papers to “split editions” that is,
to publish a separate edition, with lottery news or information deleted, for
subseribers receiving the paper in the mail. Thus, the preponderance of news-
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papers in Maine will be unable to carry lottery information to subseribers. and
the citizens of Maine, who approved the lottery in a referendum and will henefit
from the revenues it will provide, will be significantly hampered in gaining the
information they need to participate in the game. This unfortunate situation
is duplicated by the prohibition against broadeasting lottery information over
the radio and television. The citizens of Maine are denied the nse of this major
means of communieations within the state for an activity which they have au-
thorized their State to conduet for their enjoyment and benefit,

An argument has been made in years past that the Federal zovernment shonld
not be placed in a position of encouraging gambling by granting specifl excep-
tions to lotteries to enable them to continue. This argument fails, however, on
several counts.

First, for all the high moral tone of the argument. the Federal government
for years has been granting special exceptions to pari-mutuel horse racing, in
which private as well as public interests are involved and which has overall
been far more susceptible to abuse than state-run lotteries. The stafes’ residents
understandably find it confusing and contradictory for the newspapers, radio and
tv to be able to announce nightly the winning horses in each race (as well ns
the stakes) when they are not able legally to announce even the weekly winning
lottery number,

Secondly, while gambling, like many other private activities, may be ecarried
fo the level of abuse, such excesses are hardly encouraged by the state-controlled
lottery systems. The lottery ticket is most often bought on an individual bhasis
with the change left over from other purchases. While some people may huy a
number of tickets, those who are truly heavy gamblers will be far more likely
to choose a gnme with higher stakes. The state lotteries are designed basically
for the average citizen who enjoys taking a small chance on oceasion and know-
ing that even if he doesn't win, his money will be used to his advantage,

Finally, removal of the restrictions on state lotteries is not being requested
in order to enable fhe lotteries to continue. Even with the present prohibitions
the support and approval given the games by state residents have enabled
millions of dollars of lottery revenues to be used by the states for important
purposes. There is no doubt, however, that the present arbitra ry Federal restrie-
tions have added substantially to the costs of running the game, and have
hindered the full participation of all the state residents who would enjoy play-
ing. This must necessarily reduce the revenues available from the lotteries for
needed state programs.

In summary, I would like to reiterate my support for H.R. 6G68, and the
removal of the major Federal regulations hampering the operation of state
lotteries. When the citizens of a sovereign State have expressed their support
and approval for such a game and authorized their State officials to administer
it so as to protect it from abuse and enhance the enjoyment and benefits it pro-
vides, it is hardly proper in my opinion for the Federal government to seek to
limit the lottery’s operations by denying it the normal modes of communication.
H.R. 6668 would correct this unfortunate and unnecessary situation, and I wonld
strongly urge the Subcommittee to give the measure prompt and favorable
consideration.

STATEMENT BY WinitaM D. Forp, A REPRESENTATIVE IN Coxeress FroM THE
STATE oF MICHIGAN

Mr. Chairman and members of the Committee, I thank you for the opportunity
to provide you with testimony in support of H.R. 1485, a bill I have cosponsored
to amend the Federal law which now prohibits the mailing of newspapers carry-
ing lottery advertisements or information and which prohibits the broadeasting of
lottery ads or information which is deemed to be “non-newsworthy™.

The legislation I have cosponsored would amend this law to permit the mailing
of newspapers which contain advertisements or information concerning a lottery
conducted by a state acting under the authority of state law and would permit
the broadeasting of such information by a radio or television station loeated
within the state. As youn are well aware, this legislation is identical to H.R. 2374
which was favorably reported by this Committee during the 92nd Congress but
failed to reach the House floor for a vote. I would also like you to know that this
legislation is strongly supported by the Michigan Press Association.
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Mr. Chairman, this legislation is of particular concern to my own state of
Michigan which conducts one of the most successful state run lotteries in the
country. It is also very important to several other states which have state lottery
laws, including, Mr. Chairman, the state of New Jersey, as well as Connecticut,
Delaware, Illinois, Maine, Maryland, Montana, M: 1~s‘u'||||'~('Tl~ New Hampshire,
New York, Ohio, Pennsylvania, Rhode 1sland and the Virgin Islands.

The current federal law prohibits every one of these states from conducting
and promoting the legal lotteries which have been voted into law by repre-
sentatives of the ecitizens of the states in that the law restrains both the use of
mails and the media from providing citizens within the state with information
pertaining to their lottery system. In a report issued recently by the Michigan
Bureau of State Lottery, the Burean said that “the Michigan lottery discovered
two major hindrances in promoting its newly created game w hen operations
began in 1972, Those two problems, commonly faced by all state run lotteries,
are:

1. a Federal Communications ban against advertising or promotion of lot-
teries on radio and television ; and

2. a federal postal regnlation prohibiting the distribution of lottery advertising
or promotional materials through the mails,

Mr. Chairman, this legislation is necessary to bring the present antiquated laws
up to date with modern times. The present laws were obviously written during
a4 period in our history when lotteries were illegal in most of the states. That is
no longer the case. Today, fourteen states have authorized legal state run
lotteries,

The law is a partienlar hindrance to my own state of Michigan, becanse Michi-
zan has what is considered to be by many the finest and most successful lottery
in the country. More winners win more money in the Michigan lottery, each
week than in any other legal game, An average week's sales of 5 million or more
tickets produces an average of 20,000 winners of the $25 prize. In less than a
Year more than one million winning tickets are sold—the equivalent of one for
every nine people in the state. During its first operating year (from November
1972 throngh November 1973) the Michigan lottery raised over $137.5 million
in gross revenues, of which 435 per cent (or over $60 million) went into the gen-
eral fund. Obviously, the Michigan loftery funections as an excellent revenue
raising measure which saves the residents of the state of Michigan millions
of dollars every year in taxes. It is simply absurd to limit the State's ability
to promote this legal way of raising revenues by an antiguated federal law.

Mr. Chairman, the legislation that T have cosponsored which is now before
yon is based on three basic prineiples. First, T believe that Congress shonld
recognize the right of the state to conduet its own lawful business—including a
state run lottery—without undue interference from the federal government.
secondly, the bill acknowledges that the right of a state to conduct a lottery
should not infringe on the right of any other states which do not conduct lot-
teries (it does this by limiting its provisions only to newspapers, radio and
television stations within the state which is conducting the lottery). Finally,
Mr. Chairman, I believe that the adoption of this legislation would strike from
the books a law which I feel infringes upon the constitutional guarantee of the
freedom of the press.

Mr. Chairman and members of the Committee, T thank you for the oppor-
tunity to snbmit this statement to you today and I urge the prompt adoption
of this legislation.

STATEMENT oF GoverNor THOMAS J, MESKILL, GOVERNOR OF THE STATE OF
CoNNECTICUT

I am gratified to have the opportunity to express my views to your sub-
committee on legislation, which is designed to eliminate federal restrictions on
the use of radio, television and the mails by state run lotteries. I fully support
and nrge adoption of such legislation.

During my 1970 eampaign for Governor of Connecticut, T urged the implemen-
tation of a state lottery. Legislation establishing a commission to implement
a lottery became effective on July 1, 1971. From the date of the first ticket
sales in February, 1972 to April 25, 1974 the Conneetient lottery has raised
approximately 36 million dollars for the general fund of Connectieut. It is my
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opinion that the removal of communication restrictions will enable the financial
suecess of the lottery to greatly expand.

Sections 1301 through 1304 of Title 18, Chapter 61 of the United States Code
were enacted to curtail illegal gambling and to that extent they should remain.
In the past ten yvears, however, fourteen states and the Virgin Islands have
enacted lottery legislation in their quest to seek new methods to pay for ever
increasing state expenditures. In these states, the lottery, a legal state-run
enterprise, should not be treated as a sinister stepchild of the illegal activities
the Code seeks to curtail. During the week of March 28, 1974, in the eight
states presently operating a lottery, an aggregate of approximately 23,851,363
tickets were sold. A lottery as a legitimate function of stute government has
the support of the people.

In 1973 the Connecticut lottery commissioned Glendenning Associates of
Westport, Connecticut to conduct a survey of what Connecticut residents thought
of their lottery. The results gained from 1478 interviews reached the conclusion
that Connecticut’s citizens were misinformed about the lottery—the necessity
of using printed materials was not getting the message across. This survey
showed that 759 estimated the valne of weekly prizes to be one third of their
actual value. This survey showed that 729 estimated their chance of winning a
prize was 1 to 10,000 or less whereas in actuality the chances are approximately
1 in 250. This survey showed that 929, underestimated the number of weekly
prizes. Since the inception of the Connecticut lottery unclaimed prizes totalling
$1,126,300 have lapsed and there is presently $1,115,700 waiting for further un-
claimed ticket winners. This fact is directly attributable to the inability of the
lottery to educate the people with the limited tools available. The many calls and
letters received by the Commission on Special Revenue, the Connecticut agency
which administers the lottery, clearly indicates a great amount of confusion over
the lottery program.

The people of Connecticut have a right to know what their government is
doing. The broadeast and newspaper media should have the ability to so inform
the public. The day to day activities of a governmental ageney are important to
all residents of Connecticut and as such should be disseminated without undue
federal interference.

The lottery, a governmental function, is a legal business. What business ¢an
operate with the handeuffs placed on the lottery by the aforementioned federal
restrictions. A produect eannot be sold without exposure. To get exposure, the
product needs to be not only read about but heard of and seen.

Television is a major source of mass exposure. The Arbitron TV survey of
February and March of 1974 disclosed that there were 634,600 households and
620,000 television sets in the five major counties of Connecticut—almost a TV
set per household. Sixty-four percent of the nation’s adults hear their news
from television—the media where it is reported that the credibility rating is
2-1 over newspapers. What People Think of Television and Other Mass Media
1959-1972 Burns W. Roper, publisher. Television is a most important method of
communication. A total marketing package would also Inelude radio, newspapers,
magazines, and the mails.

The State of Michigan has a legalized lottery. The effect of television is
dramatically observed in that state because of its proximity to Canada. Michizan
has a per capita lottery sales figure of 899, of the adult population compared to
6G0% in Connecticut. This differential has been directly attributed to television
exposure, If Conneeticut had an 899 per capita sales figure, the present ticket
sales of approximately 1,200,000 per week would rise to approximately 1,800,000
per week with a yearly increase of approximately $6,000,000 to the general fond
of Connectient. As stated in the 1973 annual report of the State of Michigan's
Lottery : “Michigan is more fortunate than its Eastern competitors . . . Canadian
radio and television CKLW in Windsor have been utilized for advertising regu-
larly. The stations reach a majority of the lottery’s markef, including the Detroit
area . . . In this electronic age, with more and more emphasis on television
advertising, many lottery officials feel that the true potential of the product
cannot be tested until television advertising is allowed.”

The Federal Communications Commission has established guidelines for in-
frequent permissable broadeasts involving lottery information when the informa-
tion is determined to be “news” and not “promotion”. In the matter of Jersey
Cape Broadeasting Corporation, F.C.C. Declaratory Ruling, July 14, 1971. Most
of Connecticut's broadeasters have been fearful of even mentioning the word
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lottery on the air for fear of FCC reprisals. The problems of defining permissive-
ness in term of “news” and “promotion” ig well illustrated by the question ‘Can
the winning lottery number be broadcast? Is it news? The Third Circuit Court
of Appeals has held such a broadeast to be permissable news protected by the first
amendment, New Jersey Lottery Commission vs. United States of America, U.S.
Ct. of Ap, Third Circuit, NO 72-1878, 1973 (on appeal to the U.S. Supreme
Court). The Second Circuit Court of Appeals, where Connecticut is situated, has
held it to be a prohibited item, The New York State Broadeaster Association vs,
United States of America, 414 F 2d, 990 (1969), Shouldn’t citizens of lottery
states be able to know they are holding winning tickets—they are able to dis-
cover who wins a horse race and what price the horse paid on their loeal TV or
radio news program, but not the winning lottery number,

The restrictions contained in the Code do not make sense in light of the advent
of state-run lotteries. The Connecticut lottery came into existence for three basie
reasons: (1) The people wanted it: (2) The necessity of raising additional reve-
nue for state govermment: (3) the objective of curtailing the illegal numbers
game. If the success of the lottery is commensurate with exposure, and the
federal government is imposing its will on a legal activity desired by the citizens
of an ever expanding number of states besides Connecticut, is reducing the
amount of revenue which might be generated, and is hindering the objective of
reducing illegal numbers activity.

I feel very strongly that the United States Code should be amended so as not
to frustrate the ability of a sovereign state to conduet its lawful business. Present
provisions in Title 18 of the United States Code are an impediment to the rights
of a sovereign state and should be amended to provide :

1. BExemption from all federal prohibitions on the use of mails and FCC li-
consed radio and television stations with respect to the operation of state lot-
teries and the reporting of information abont state lotteries;

2, exemption from federal prohibition against promoting or advertising via the
mails within a state and with respect to newspaper and magazines between states
to retailers and subscribers ;

3. exemption from federal prohibitions against promoting or advertising state-
run lotteries on FCC state licensed radio and television stations located within
a state, or in a state adjacent to a state promoting or advertising a state lottery
if;

1. the state in which the radio or television station is physically located
also has a state-run lottery,

b. the state, or portion thereof, is within the broadcast area assigned to the
station by the FCC.

I strongly urge yvour subcommittee to act with due dispateh to remedy what I
feel is an unjust sitnation. T believe the langnage of H.R. 6668 with the above
proposed changes achieves that goal.

Respectfully submitted,
TrOMAS J. MESKILL,

Governor, State of Connectiont.

STATEMENT oF Hox. Hayitox Fisi, Jr.. A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF NEW YORK

Mr. Chairman, yon are considering here today legislation which wonld amend
existing Federal law so as to remove certain restrictions on the operations of
State-condueted lotteries as well as those operated by private, charitable, non-
profit organizations.

My purpose is to urge vour favorable consideration of my bill (H.R. 14320)
to amend title 18 of the United States Code so as to permit the broadcasting
of advertising, lists of prizes or information concerning a lottery conducted by a
State ageney, a non-profit organization. or by a radio or television station
within that State. It wonld also permit the mailing of newspapers, published in
the State, eontaining advertisements, lists of prizes, or information concerning
a State-sunported lottery or one conducted for charitable purposes. Additional
amendments would permit the transportation or mailing of fickets and other
information concerning these lotteries within the States where they are operated.

Mr. Chairman, in 1963, the State of New Hampshire commenced the first
State-operated lottery of modern times. Since that time, it has been joined by
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my own State of New York as well as New Jersey, Massachusetts, Maryland,
Maine, Illineis, Michigan, Connecticut, Rhode Island, Pennsylvania, and Ohio
in embracing the lottery mechanism as a means of raising revenue for public
purposes, Under the New York law, the proceeds from the State-run lottery are
devoted exclusively to improving the quality of education in our State.

However, at present, States are hampered in their efforts to promofe these
lotteries by existing provisions and prohibitions in the Federal law. The resnlt
is that many winners never learn that they have in fact won. Another result is
a lessening of the potential revenues for a public good such as improved educa-
tional facilities. Similarly, charities and other nonprofit groups are restrained
from realizing the full potential of their fund raising efforts for needy causes.

The importance of lotteries to many nonprofit organizations cannot be over-
emphasized. The bill I support here today would ensure that religious and civic
organizations will not be forced to curtail their worthwhile activities because
of lack of participation in the lotteries they sponsor. It seems to me that the
fund raising efforts we are discussing today, both at a state and non-profit orga-
nization level should be free to operate, within the borders of their own State,
without being unduly restricted by Federal law. I am hopeful that the Sub-
committee on Claims will see the merits of such legislation in a favorable light
and take action on it in this session.

STATEMENT oF Hon. WiLLiasm 8. BrooMFIELD, A REPRESENTATIVE IN CONGRESS
FroM THE STATE oF MICHIGAN

Mr. Chairman, T would like to thank the Subeommitfee for holding these
hearings on proposals to amend Title 18 of the United States Code to permit
the mailing and broadeasting of information and advertising concerning state-
operated lotteries. T am pleased to be a sponsor of this legislation and welcome
the opportunity to express my strong support for such action.

With sixteen states either operating or setting up lotteries, the need for this
legislation is greater than ever. The present law prohibiting dissemination of
advertisine material or information concerning these lotteries has been a mill-
stone around the necks of states operating lotteries, as well as a source of con-
fusion for newspapers and radio and television stations.

Interpretation of this law has ranged from those authorities who claim that
gending a newspaper through the mail with the winning lottery number printed
in it is a violation, to those who have adopted a “look the other way™ attitude in
enforeing the law. The first approach to this law seems much too striet, and the
second is nothing short of hypoerisy. Enacting the legislation we are consider-
ing today wonld eliminate the confusion and hypocrisy once and for all.

More imnortantly, this legislation wonld give =tates a fair chance to increase
the amount of revenue generated by legitimate state-run lotteries. Although my
own state of Michigan has the most successful lottery program of any state,
nfficinls are certain it has not reached its full potential, and will not be able to do
so nntil the shackles of this ontdated law are lifted.

These Federal restrictions are most regrettable, considering the lottery pro-
vides an excellent way for the state to raise badly needed revenue withont in-
creasing taxes. Michigan alone raised over 261 million in its first year of opera-
tion. This money is a bonus for the state treasury, and ecan be used to help fund
schools. highways, and other imnrovements thronghont the state. Easing the
strict Federal regulations prohibiting advertising throngh the mails and on the
airwaves is certain to help generate even more funds for the state treasury.

My, Chairman, it is not right for the Federal government to inferfere with the
Iawfnl operation of state-ran lotteries, If a state chooses to raise funds by this
method. it should be free to dispense information concerning the operation of a
lottery.

It is interesting to note that our founding fathers made use of lotteries to fund
various projects. The roof under which the first regular Congress of the United
States held its sessions was secured with the funds from a lottery. Benjamin
Franklin and Thomas Jefferson sponsored lotteries, and even that venerable in-
stitution, Harvard College, held a lottery to help support itself. So the concept of
lotteries as a way to raise revenue is neither new nor inherently evil,
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1t was not until widespread frand and corruption on the part of the Lounisiana
Lottery Company was discovered in the 1800's that Congress took action to cur-
tail lotteries. The Louisiana Company was not closely regulated by the state and
varions abuses became common practice. Thus, Congress took steps to euard
against future corruption in sguch operations.

Few people would find fanlt with the intent of the original law enacted at that
time. But it should be pointed out that the state lotteries which now exist are
tightly regulated arms of the state governments, and have established an excel-
lent record of honesty and integrity. They are being penalized by a law that
was originally enacted to deal with lottery abuses over eighty yvears ago.

State-ran lotteries, Mr. Chairman, are here to stay, despite these Federal
hindranees. The public is simply much more receptive to the idea of the “volun-
tary tax” the lottery provides than they are to increased siate taxes. Those
people who object to paying the state for a chance to play the lottery do not
have to participate. Those who are willing to take the chance are helping the
state increase its revenue.

Mr. Chairman, it seems to me the sections of the law we are considering amend-
ing are serving no useful purpose, They are merely holding the states back from
achieving greater success in their lottery operations, It is time we npdated this
antiguated law and gave the states a fair chance to increase revenue through

the legal operation of a state lottery. 1 urge the Subcommittee to do just that
by acting favorably and quickly on the legislation being considered today.

STATEMENT oF Hox. FrEp B. ROONEY, A REPRESENTATIVE IN CONGRESS FroM THE
STATE OF PENNSYVANIA

Mr. Chairman, as a Member of Congress from a state that has a lottery, 1
submit these comments in favor of H.R. 6668, Chairman Reodino’s bill, and ILR.
7388, a Lill that I introdunced on May 1, 1973,

As you are well aware, Mr, Chairman, the federal laws presently regulating
state operated lotteries were passed in 1800 during the 51st Congress. At the time
of the passage of these prohibitions on lotteries, state operations such as those
in existence today were never envisioned. However, just hecause such stafe
operated lotteries were not envisioned by our predecessors, does not mean that
the prohibitions are carved into stone and cannot be erased.

Such ancient restrictions prohibit states from advertising lottery information
on radio and TV : they create a chilling effect on newspapers which refuse to
publish lottery information out of fear of violating the United States Postal
laws: and they deny states the use of the mails as a means of distributing in-
formation about their business venture. Therefore, the states are denied desper-
ately needed revenue for socially necessary projects.

According to an article in the February 22, 1974 Wall Street Journal, approxi-
mately 459 to 509% of the gross take of such lotteries goes toward the opera-
tion of schools and hospitals in the states conducting the lottery. As states be-
come more dependent on the federal government for funds to continue many of
their fine social programs, we ag Members of Congress, owe it to our constituents
to permit them to raise added revenue in ways that do not harm individual or
financial budgets.

My hill would enable a state, or any newspaper, publication or individual,
to nse the postal system to distribute the state lottery information, materialsg, or
advertisements.

Second, it would exempt television and radio stations from the FCC's restric-
tions which presently forbid the broadeasting of lottery information and adver-
tisements. This point is extremely critical and if this change is not made immedi-
ately, then there will be some states in which radio and television stations would
be permitted to communicate lottery information while other states would re-
main under the present prohibition. The above situation has already occurred
when the 3rd Cirenit, U.8. Conrt of Appeals, sitting in Philadelphia, unanimously
rejected the FCC regulations which prohibit the broadeasting of winning num-
bers. The Appeals Court held that the broadcasting of winning lottery numbers
was news, and as such could be the subject of the broadeast.

Tt is by far time to bring the lottery laws info line with modern economic and
media communications reality.
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In addition to the above changes that I have proposed, H.R. T388 also makes
certain changes in the Internal Revenue laws. I fully realize that revision of
such laws is not within the jurisdiction of this Committee, but I would suggest
that this Committee and the Ways and Means Committee, which is holding hear-
ings on lotteries and their relation to the taxing laws, coordinate their efforts so
that the future changes will be fair and thorough.

Briefly, my bill would amend the Internal Revenue Code to do the following:

Exempt state lotteries from the federal 10 percent excise tax on all wagers.

Exempt state lotteries using vending machines for the sale of lottery tickets
from the special federal tax on coin-operated gaming machines.

Simply, the thrust of my bill would be to relieve the states of the burden of
federal laws designed for an altogether different purpose—to stop illegal gam-
bling. It is obvious that the existing law has too broad an effect and should there-
fore be narrowed so that it only reaches what our predecessors wanted to elimi-
nate.

I thank you for permitting me to submit these comments.

CoxcRrEss OF THE UNITED STATES,
HoUSE OF REPRESENTATIVES,
Washington, D.C., April 24, 197 4.
Hon. PeTer W. Ropixo, Jr.,
Chairman, Committee on the Judiciary, U.S. House of Representatives,
Washington, D.C.

DeAR CHAIRMAN Ropryo: I am writing in support of House bill H.R. 6668,
which you sponsor, entitled : “To amend title 18 of the United States Code to per-
mit the transportation, mailing, and broadcasting of advertising, information,
and materials concerning lotteries authorized by law and conducted by a State,
and for other purposes.”

I will be grateful if you would include my support as part of the record, on the
hearings presently being conducted.

With warm regards,

Cordially,
JAIME BENITEZ.

StaTEMENT oF HoxN., AxGELo ). RONCALLO, A REPRESENTATIVE 1N CONGRESS FroM
THE STATE OF NEW YORK

Mr. Chairman, I appreciate this opportunity to make a brief statement in sup-
port of H.R, 12413, a bill to amend Title 18 of the United States Code by exempt-
ing lotteries from its gambling provisions. Specifically, the bill would permit the
mailing of lottery information and related matter, broadeasting or televising of
lottery information, and it would allow the transportation and advertising of
lottery tickets in interstate commerce, but only when the lottery is legal in the
state in which it is conducted.

I have made a slight change in language from versions of this legislation intro-
duced earlier by other members. In both proposed sections 1307 (b) and 3005(d)
(2), I use the term “tickets or any other materials.” The insertion of the word
“any’ should be taken to indicate that promotional matter is to be included in
the exemption as well as lottery paraphernalia.

Legal Iotteries run by States appear to have survived a shaky start and to be
headed now for adoption in many more parts of the United States, Becanse they
are a painless and voluntary method of generating badly needed funds, lotferies
are gaining favor with many hard-pressed taxpayers and legislators,

Current Federal restrictions on lotteries prohibit the interstate transportation
of tickets or promotional material and bar the use of radio or television for
advertising or promotion. So far, despite the record of integrity and honesty
established by the states operating lotteries, efforts initiated by Congressional
Delegations to seek relief from these Federal roadblocks have remained stalled.

In order for legal state-sponsored or private lotteries to advertise in news-
papers or other publications, the advertisements must be removed from editions
which are delivered through the mail. Promotional materinl, such as posters and
deseriptive literature, cannot be conveyed through the post office. It is unlawful
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even for states or organizations to notify winners by letter or to pay them prizes
directly by mail.

The eight operating states, as a result of this blockade, must go to great
lengths to transport material by truck or bus, at heavy cost in time, money and
manpower. They must turn to alternate means of advertising in addition to news-
papers and outside of the broadcast media—in subways and buses, etc.

I am inclined to feel that Congress is well-advised to eliminate these prohibi-
tions, Simple justice would seem to dictate that legal lotteries should be able to
enjoy the same entree to the public marketplace as any other legitimate busi-
ness. It seems inevitable that this must happen. The achievements of the lot-
teries in spite of the Federal problems make these restrictions even more
regrettable.

Ten years ago New Hampshire started the first State-run lottery of modern
times, running into a variety of complications and disappointments, but it has
managed to survive, Last year the lottery in New Hampshire, the only State with
neither a sales tax nor a broad-based personal income tax, returned almost 52
million to the State for education. From December of 1964 to December of 1973,
the State has received around £17.6 million.

In 1967, New York launched its version of the lottery, offering bigger and
more frequent prizes. New York now averages about $4 million a month from the
lottery and its effort, as of the end of 1973, had yielded some $243 million for
schools,

In January 1971, New Jersey began its lottery and immediately surpassed both
of its predecessors in sales, prizes and popularity. Since it began, until Decem-
ber 1973, the State has received close to $200 million for education,

Pennsylvania, Massachusetts and Connecticut began their lotteries at about the
same time in early 1972, All three States got off to a good start, being able to
capitalize on the New Jersey method which had been instantly successful. After
a vear and a half of operation, Pennsylvania had collected over £80 million for
property tax assistance for the elderly; Massachusetts had collected over 836
million for ecities and towns: and Connecticut had collected over $25 million for
the general fund.

The Michigan lottery started in November 1072, and after six months con-
tributed over $14 million for the general fund. Maryland’s lottery which began
in Mayv 1973 had $3.5 million in the general fund after only 2 months.

Ilinois will be beginning a lottery in July of this year and according to the
Commission on the Review of the National Poliey Toward Gambling some 30
States will have legal lotteries within 2 years, Some foresee the day when almost
every State will operate a lottery to riaise revenues without raising burdensome
taxes.

For several years charitable organizations have depended on raffles and bingo
as major sources of funds to earry on worthwhile work from which all society
benefits. These are both lotteries, and although legal, are subject to the same
restrictions as their state-run cousins,

Many churches and hospitals began their building programs with revenues
raised from lotteries and bingos. Numerous fraternal organizations all over the
countrv depend upon this source of revénue to sponsor recreational, rehabilita-
tive, and suportive services for the elderly, disadvantaged and the handieapped.

Various groups working toward these goals reflect the best qualities of Ameri-
can life—unselfish people volunteering their time and effort to help others.

Bingos and lotteries are only vehicles and tools by which the self-sacrificing
persons, churches, hospitals and community organizations can help others. T do
not feel that it should be the poliey of the Federal Government to maintain
lnws which will make it more difficult for them to carry out their charitable
works.

Newspapers and the broadecasting industry are placed in an absurd position.
Most papers are trying to serve the publie by offering information on all subjects
of zeneral interest, but if they attempt to do so for lotteries, they are breaking
the law. The answer to this dilemma must ecome at the Federal level

Mr. Chairmian, T urge that T1.R. 12443 be promptly reported so that the House
will be able to take badly needed action to remedy this obvious anomaly in
our laws and allow the States and private charitable organizations to carry out
their programs without undue Federal interference. Thank you.
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STATEMENT oF HON, EDWARD J. PATTEX, A REPRESENTATIVE IN CoNGRESS FroM THE
STATE OF NEW JERSEY

Mr. Chairman, I should today like to go on record in support of legislation in-
troduced by Chairman Rodino which I have co-sponsored. The aim and purpose of
H.R. 6608 is to exempt state-conducted lotteries from sectionus of Title 18 of the
U.8, Code.

The laws and provisions set forth in sections 1301, 1302, 1308, and 1304 were
done so to deal with the interstate and foreign commerce problems of a different
era of America ; and, although the people and the activities of our states have
most certainly changed since then, the laws have not. Gone are the days of the
central meeting halls where townspeople could acquire any and all local news.

Today we rely on the media as the singlemost source of obtaining outside in-
formation. What limited knowledge we would have if we were denied the accessi-
bility of television, radio, and the press. These forms of mass communication have
done, and continue to do, a tremendous service in the field of public information.

I strongly feel that the broadeasting and printing of information concerning
the official state lotteries should be permitted. As my colleague, Mr. Rooney, pre-
viously testified, even the courts are now ruling that winning lottery numbers
constitute news ; and, as such, are permissible for broadeasting.

People who voluntarily participate in a lottery should have the right and eon-
venience of obtaining information through the media. Furthermore, as a state-run
organization, persons soliciting lottery tickets within their state should have the
option of doing so by mail. This would be a vastly different use of the postal
system for lotteries than the use which originally resulted in the enactment of
the law in question. To permit the mailing of tickets to persons requesting them
in no way infringes upon the rights of those individuals wishing not to partici-
pate in a lottery.

Moreover, persons who have invested their money in the purchase of a lottery
ticket should have some central source to determine whether or not they are
eligible for prize money. As evidenced by Mr. Carella’s testimony, at any given
time there is an average of 10 percent in uncollected prize monies representing
millions of dollars. This represents winnings which people have a right to claim
but have not done so primarily because they were not aware of a winning lottery
number. This should not be the case for anyone who is entitled to prize money
resulting from a legitimate state enterprise.

In eonclusion I should like to state that New Jersey began its lottery in Jan-
uary, 1971. To date, it has proven highly sucecessful ; and shows promise of being a
significant source of state revenue for many years to come, Since beginning op-
erations the gross revenue for the state of New Jersey has been $413 million. Of
this figure $214 million has gone toward state educational needs.

As a member of the Labor-HEW Subcommittee of the Appropriations Com-
mittee, T know the needs of education across the country. To have money such as
this being used to develop better educational systems in my state only inereases
my enthusiasm for this bill. For, if throngh advertising lottery information, the
states can obtain additional financial support from their own citizens for pro-
grams that will better the lives of those same citizens, then we should not deter
them.

I thank the committee for accepting these comments.

OR10 NEWSPAPER ASSOCTATION,
Calumbus, Ohio, May 2, 197}.
Mr. Harorn D. DoXoHUE,
Chairman, Claims and Gaovernmental Relations Subecommittee,
U.8. House of Representatives, Washington, D.C.

Dear CHAIRMAN Doxonuve: With regard to proposed federal legislation in-
volving legalized state lotteries, our association of the daily and weekly news-
papers in Ohio wishes to support testimony given your subeommittee April 24
by the National Newspaper Association.

Ohio is about to initiate such a lottery, approved hy a 2 to 1 vote of the
peaple of our state. State laws have been amended to anthorize a state-condncted
lottery. bingo econdneted for non-profit purposes, and the promotion of both,
The Ohio lottery iz due to hegin selling tickets in July or hefore. and elarification
of all uncertainties regarding postal laws would he a great help.




For instance, we already have had postmasters in Cincinnati and Dayton
tell newspapers that they eannot send copies thru the mails containing lottery
ads, or bingo ads for non-profit organizations, despite a state law authorizing
such promotion, There is also the question of lottery news appearing in news-
papers and business mail by the Lottery Commission itself. The entire postal
area needs clarifying.

While larger newspapers could earry such advertising at added expense by
deleting it from those copies sent by mail and including it in those copies
delivered by other means, this would diseriminate against smaller newspapers
which depend largely upon the mail service for their delivery.

Onur association strongly urges that action be taken to amend the postal laws
to allow promotion and advertising of state-conducted lotteries and bingo and
other games of chance authorized by state law.

Such sction would be in line with the desires of the majority of citizens
and the state legislatures where state lotteries have been approved, and it would
eliminate any diserimination among newspapers as the major promotion and
advertising medinm in informing people about lottery operations.

With many thanks and kind regards.

Sincerely,
WirrLiay J. OERTEL,
Erecutive Director & Seerctary.

Tue HarForD DEMOCRAT AND ABERDEEN ENTERPRISE,
Aberdeen, Md., May 2, 1974.
te: Federal Lottery Legislation
Harorp D. DoNOHUE,
Chairman, Claims and Governmental Relations Subcommittee,
1.8, House of Representatives, Washington, D.C.

Dear CoNGRESSMAN DoNonue: As newspaper publishers we are vitally inter-
ested in Federal Lottery Legislation to make it legal to cooperate with our
State Administrations to publish information and advertising of matters of
bingo: raffles and lotteries that have been duly authorized by our state
legislature.

We are not advocates of gambling: we personally do very little ourselves,
however the states have seen fit to provide such to its citizens and therefore our
business of dispensing information editorially and advertising-wise becomes
a middle-man-conflict because of federal laws.

It is our position that whereas the state has legalized the matter; federal
laws and postal rules should allow our cooperation with state laws.

I would like our letter to be made a part of the committee’s record of hear-
ings just concluded.

Thank youn for your consideration,

Sincerely,
WiLriaxm R, CRONIN.

Aprin. 20, 1974.
To: Congressman Harold Donohue, Mass. ; Congressman Peter Rodino, Jr., N.J.
From : Affiliated Advertising Agencies International

At its semi-annual meeting in Estoril, Portugal, April 20, 1974, the Affiliated
Advertising Agencies International passed the attached resolution.

The Affiliated Advertising Agencies International consisting of 47 independent
advertising agency offices in the United States alone, passed this resolution so
that advertising agencies may better serve their clients. This resolution repre-
sents one more voice in the growing support Bill H.R. 6668.

ResoLuTIoN CArnring Urox Coxaress To TAKE FAvVORABLE AcTION oN BILL
H.R. G668
Resolved by this Assembly :

WHERIEAS, the Affiliated Advertising Agencies International, composed of ad-
vertising, merchandising and marketing specialists in major cities throughout
the world with headguarters in New York City recognizes that Subcommittee 2
the House Judiciary Committee is holding a hearing on Billl H.R. 6668 (intro-
duced by Mr. Rodino) the latter part of April, and
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WHEREAS, the United States government presently prohibits the use of mails
and stations licensed by the Federal Communications Commission from any
activity relating to the operation, dissemination of information, promotion or
advertisement of state-run lotteries, and

WHEREAS, the Affiliated Advertising Agencies International is composed of
agencies throughout the world and recognizes the importance of the unrestricted
dissemination of information to all people;

NOW THEREFORE BE IT RESOLVED, that the Congress of the United
States be urged to support H.R 6668, which legislation recognizes the right of
a state to conduct its lawful business, including a state-run lottery, without
undue interference from the United States Federal Government and which pro-
vides that there shall be no infringement of freedom of the press as well as the
broadcast media ; and

BE IT FURTHER RESOLVED, that this internal organization cause its di-
rector to forward a copy of this resolution to Congressman Harold Donohue
of Massachusetts, Chairman of the Subcommittee on Claims and Governmental
Relations of the House Judiciary Committee ; and Congressman Peter W, Rodino,
Jr. of New Jersey.

STATEMENT oF Hox, Epwarp P. BoLAND, A REPRESENTATIVE IN CONGRESS I'ROM
THE STATE OF MASSACHUSETTS

Mr. Chairman: I appreciate the opportunity to offer my comments on H.IR.
1991, a bill which I have introduced. This legislation would permit the interstate
communiecation of information having to do with authorized state lotteries, either
by broadeasting or through the mails.

Eight states out of fifty currently operate statewide, state controlled lotteries,
Under provisions of the law as it now stands, it is illegal for any radio or tele-
vision station, either within those states or not, to broadeast information or
advertising concerning any aspect of the lotteries. It is also illegal to mail infor-
mation, application forms or prize winnings across state borders.

Despite the explicit nature of the law, however, it2 enforcement is, at most,
spotty. Although broadcasting stations do not announce winning lottery numbers
or othér information, many newspapers published in states that have lotteries
are frequently shipped through the mails to other states even though they contain
advertisements for lotteries, winning lottery numbers and prizes. Those news-
papers that comply with the law and do not carry lottery ads lose revenue
accordingly, In addition, some state lottery organizations will willingly mail
lottery information to potential out-of-state subseribers,

Mr. Chairman, this situation is one which cries out for some resolution. The
Department of Justice continues, as it has for some time to “study” the matter
further. No adequate enforcement of the laws can therefore be expected. 1 believe
it is the obligation of the Congress to move in the direction that will protect
the right of those states which presently operate or contemplate operating
legal lotteries to obtain the full benefit of those enterprises as well as the
rights of those states who do not have lotteries and who do not wish to have
them. I think this ¢can be done while at the game time doing away with a particu-
larly anomalous legal situation—by permitting newspapers and broadeasting
stations to earry lottery information without regard to state boundaries and by
permitting the direct interstate mailing of lottery information by the state
lottery agencies.

If this approach were taken, the uncertain state of the law would be resolved.
Further, the ambignous situation in the enforcement of the law would be
resolved by a much more workable and realistic statute. Yet no state's decigion
not to allow a lottery would be impaired. No state would somehow be forced to
open a lottery. At the same time, the federal government would no longer he
impeding the decisions of those states with lotteries to raise additional revennes,
or restricting the possible advertising income of newspapers or broadcasting
stations.

One of the prineipal argunments for state lotteries is that they offer an honest,
publicly ran operation which will put organized crime out of the business of
gambling. At the same time they produce needed state revenues. I applaud both
of these objectives. T feel that H.R. 1991 and other bills before this committee
would advance these goals while at the same time recognizing the futility of
attempting to enforce the present law. Admittedly, it might expand the possibil-
ities that eitizens from states which do not have lotteries will be encouraged to
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participate in another state's lottery, but the impossibility of preventing such
ocenrrences is apparent, given the state of our interstate transportation and
communications system. It is still true, however, that only those who wish to
gamble will do so. In no way either are other states or individuals coerced into
doing so0.

Mr. Chairman, for the ahove reasons, recognition of an impossible situation
and of the legitimate interests of all the concerned interests—I urge the careful
consideration of my bill.

Thank you.

NEW JERSEY PRESS ASSOCIATION,
Neie Brunswick, N.J., May 9, 197}.
Hon. Harorp D, DONOHUE,
Chairman, Claims and Governmental Relations Subcommitice,
17.8. House of Represenlatives,
Washington, D.C.

Diear CoNGRESSMAN Doxonve: I am writing to you upon the request of the
officers and directors of the New Jersey Press Association to express their support
of the testimony presented to the House-Claims and Governmental Relations
Subeommittee by representatives of the National Newspaper Association favor-
ing the enactment of pending legislation that would make it lawful for news-
papers to accept and publish news and advertising pertaining to state operated
lotteries and legalized bingo games,

The members of our Association, which include all of the daily newspapers and
one hundred and twenty-five paid circulation weeklies, feel that the provisions
of existing federal statutes and U.S, Postal regulations which prohibit news-
papers from publishing news and advertising pertaining to the New Jersey state
operated lottery, should be amended to comply with the principals and provisions
of the First Amendment of the Federal Constitution. That is, to restore the in-
alienable right of the New Jersey newspapers to keep the public informed of
the actions of government agencies, including the N.J. Lottery Commission.

The publishers of the small community daily and weekly newspapers of our
state feel that the federal lottery laws and regulations are diseriminatory be-
cause they cannot afford to replate pages on which lottery news and advertising
would appear for the substantial portion of their total cireulation that is sent
to subseribers via the U.S. Postal Service or transported by truck or train to the
neighboring states of New York, Pennsylvania and Delaware.

Officials of the New Jersey State Lottery Commission have stated that because
income from the sale of lottery tickets is declining, due to comparatively new
competition from state operated lotteries in neighboring New York and Pennsyl-
vania, the need for newspaper advertising promotion has increased greatly.

TUnless newspapers are permitted to legally publish advertising from the New
Jersey Lottery Commission, this State's education system will suffer because lot-
tery earnings are now allocated to the N.J. Department of Eduecation.

Your consideration of the above matter will be deeply appreciated.

Most cordially,
Lroyn P. Buaxs,

General Manager.

STATEMENTS SUBMITTED TO THE SUBCOMMITTEE IN
OPPOSITION TO THE BILLS

[The following statement was furnished for inclusion In the record by Professor Sam
rosen of the University of New Hampshire.]

Tig EcoxoMics oF STATE OPERATED LOTTERIES
(By Sam Rosen,! Professor of Economics, University of New Hamps

Delivered at a Hearing by the Commission on the Review of the National
Policy Toward Gambling, Washington, D.C., April 3, 1974,

The recent upsurge of interest in state-operated lotteries can be traced to
two developments: (1) originally, a desperate need for additional public funds;

1 Assisted by Mary Rosen who performed much of the research,
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(2) latterly, after the onset of Federal Revenue-sharing, a seemingly painless
wiay to fatten state treasuries, With regard to the first, the Federal Government
long ago preempted the very best source of public revenue: personil and corporate
income. Local governments are virtually the sole beneficiaries of property
taxes, but these have been inadequate to do the job. State governments and/or
localities laid first claim to general sales taxes, again with flagging results. Into
the bargain state-local income taxes were imposed, not to mention the various
forms of selective sales levies. Still the lower levels of government were starved
for funds, or so they claimed.

As to the second development, the enactment of revenue-sharing (despite
the misgivings of such a renowned fiseal expert as Richard Musgrave of Harvard
and others) proved to be less than a panacea but did moderate the urgency for
new revenne sources. With taxpayers in revolt against traditional taxes, it was
a logical next step to embrace legalized gambling. Few meant by this the all-out
effort of Nevada where, nevertheless, in fiscal 1971 gambling proceeds raised
just short of 259 of the total state revenues. Nor was the state share of wagers
on horse-racing and dog-racing, by now almost ubiquitous, what was meant,
Rather. something like New Hampshire's lottery or New York's government-
sponsored bookmaking became the latest fad. That it is a will-o’-wisp in
relation to revenue sources will be the burden of these remarks,

Before dipping deeply into the lottery, an attempt should be made to assess
the extent of the revenue effort of some obviously wealthy states. Revenues effort
is defined as . . . the relation between potential yield of various revenue sources
at national average rates and revenue amounts actually received by state and
local governments . . . expressed on a percentage basis.®" The following figures
show state-loeal effort in terms of all taxes and charges as a percentage of the
.8, average, et at 100 for 1966-67 :

Pennsylvania 99; New Jersey 94; Connecticut 93; Ohio 87; Illinois &3,

Other relatively well-off states, of conrse, exceed the U.S. average : California,
Delaware, Michigan, New York, Washington, to mention some. Also, a number
of poor states are above the U.S. average. The point is, however, that before
lotteries are tried, it would seem reasonable to expect maximum traditional
revenue effort on the part of all states.

New Hampshire, for example, which is about the median state in per capita
personal income, is the only state currently without a general sales tax or state
income tax. Its state-local effort was 849, compared with neighboring, poorer
Vermont’s 1169. It has always relied on the so-called “sin taxes"—those on
liquor, cigarettes and horseracing—for most of its general revenues. These have
been found wanting and have led to one expedient after another: head taxes at
$5 per adult head (more recently supplanted by a $10 resident tax) (room and
meal taxes (“bed and belly” in the argot of the State legislature), and, most
recently a flat tax on business profits as part of a package repealing such absurdi-
ties as taxes on inventories and on poultry.

The expedient introduced in 1963 was the lottery. This after a hiatus in the
United States of almost seventy years when the notorious Louisiana Lottery, a
chartered private operation, was made inoperative by state and then Federal
legislation. Historically, lotteries were significant in early American economic
and social development. They thrived during a time of currency shortages and a
sharply expanding, mobile population, mainly to finance social overhead costs
and various reform programs, With the passage of time, however, institutional
changes occurred which enhaneced the possibility of phasing out such an irregu-
lar and unreliable means of revenue. These included the development of an orga-
nized bond market, strengthening the monetary base and financial institutions,
and the introduection of broad-based taxes.”

Economie theory, moreover, has never offered support for the lottery. From
Adam Smith through Stanley Jevons to Alfred Marshall and all the way to
Milton Friedman, the emphasis has been on the loss of utility throngh gambling
as well as on its irrationality. Nor is there a single known publie finance special-
ist who, despite the seeming lack of new or novel revenue sources, has opted for
the lottery. Instead its advocates have been politicians sensitive to the universal
distaste for taxes or special interest groups desirous of achieving a particular
end and looking for the least disaffected way of raising the money.

2 Advisory Commission on Intergovernmental Relations, Measuring the Fiscal Capacity
and Effart of State and Local Areas (Washington, D.C., 1971), 15.

3 8am Rosen and Desmond Norton, “The Lottery As A Source of Public Revenue,” Tazes,
September, 1966, 617-619,
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Usually the come-on is the huge untapped reservoir of funds flowing into
illegal gambling, or the reputed success of the Irish Sweepstakes and similar
foreign ventures. Thus, in 1957 a bill was introduced in Congress to initiate a
Federal lottery with the promise that it would net $10 billion per year. Such
wildly exaggerated figures are never substantiated, any more than the equally
unproven estimates of air pollution costs, for example. Indeed, those who are
conversant with the usual technigues of estimating aggregates like national in-
come are alert to the margins of error in these guite reliable but inexact meas-
ures of economic performance. By contrast, statistics on gambling, particularly
illegal gambling, are so suspect as to be worthless. Thus, the New York Times
of December 16, 1970 reported a gross annual business of $250 million for the
numbers game in our largest city, based on testimony by police witnesses before
a legislative committee. Documentation was absent.

The only meaningful estimate was one made by Robert K. Kinsey in the early
1060’s* He derived net lottery receipts of about $1 billion if conducted by the
Federal Government, founded on the following assumptions : that privately-oper-
ated legal gambling would not be eliminated ; that the technique would be some-
thing like football pools which are relatively inexpensive to operate; that Federal
endorsement would encourage greater participation and add $500 million to gross
revenues (that is, total wagers minus winnings). Gross revenues would add up to
$1.75 billion, including the above $500 million and $1.25 billion of losses diverted
from other types of gambling. The operating expenses, geared to the experience of
other countries were reckoned at about 409 of gross revenues or close to $750
million. Given the fact that this estimate was prepared several years ago, that
inflation has erupted and population has grown, a generous guess would be $2
billion or $3 billion in net lottery receipts currently. This would be equal to ap-
proximately one percent of present Federal tax receipts, a revenue potential too
unimpressive to be seriously considered. Indeed customs duties, seldom cham-
pioned in terms of their numerical volume, were a better source of funds in fiscal
1978 at $3.2 billion than projected lottery receipts.

If one examines the well-established European lotteries, net receipts are quite
limited. This 48 true of Italy, Denmark, France, Ireland, England, and Norway.*
It is also true of New Hampshire. The following table shows results from the in-
ception of that state’s “sweepstakes” (as it is known locally) to the present day.

THE NEW HAMPSHIRE LOTTERY, 1964-73
[In millions of dollars]
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The figures for 1964 were based on only six months of operation because of
legislative delays. Relatively good but far from predicted proceeds stemmed from
the movelty of the lottery at that time and the lack of nearby competition. The
figures for 1965 were buttressed by more than a half million dollars of federal
excise taxes collected in 1964 but refunded to New Hampshire on the repeal of
an excise law by Congress. As the table shows, receipts dwindled regularly until
1971, apparently stabilizing at about $2 million gross with the continued decline
in net receipts reflecting higher administrative costs. The upturn in 1971 was
the result of sharply reducing the price of tickets, offering more frequent prizes,

3 Robert K. Kinsey, “The Role of Lotteries in Public Finance," National Tax Journal,

March, 1963, 15.
¢ According to the New York Times of March 24, 1974, the Soviet Union also conducts a
number of lotterles, one of them at less than 40 cents a ticket and not without Its

problems.
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and generally emulating the methods of new converts to the lottery : New York
and New Jersey.

The New Hampshire lottery was legislated to return the net proceeds to the
local school districts on the basis of a flat grant per resident pupil. This too
steadily diminished until 1971 in a situation of the lowest state aid to public
education in the country. Before the necessary legislation was adopted, advocates
publicly claimed a net yield of $4 million annually, or $34 for each school child.
The actual figures are a mockery of such anticipations. It should be observed
that the original purpose of the lottery was to offset sharply rising local property
tax rates. This purpose has not been met. Moreover, the lottery is of a piece with
the extraordinary dependence of New Hampshire on neighboring, populous Mas-
sachusetts to which it sells liquor from conveniently located state-owned stores,
low-priced cigarettes, and pari-mutuel tickefs from Rockingham Park (linked
by superhighway to Boston). This dependence was dictated by the fact that if
every man, woman and child in New Hampshire annually spent $3, the original
price of a sweepstakes ticket, the gross revenue collected would hardly pay for
the prizes. In the first year of operation, eighty percent of the tickets were bought
by residents of Massachusetts, New York and Connecticut in spite of the need to
travel to New Hampshire for that purpose.” This dependence is unconsciously
expressed in the state motto : Live Free or Die!

The most damning indictment of the lottery in New Hampshire is that it has
forestalled the inevitable passage by the state legislature of a broad-based tax,
without which vital state needs go begging. In each legislative biennium since
1964 a new fiscal crisis emerged, at least until revenue-sharing began.

New York was the next state to adopt a lottery, the original purpose being to
cover a budget deficit which threatened in fiscal 1967-68. Here too net revenues
were at first earmarked for education. Total sales for the initial year of operation
were estimated at $360 million—the height of hyperbole when it is recognized that
this would have meant 20 one dollar tickets per New York state resident over a
twelve-month period. Actual sales (June, 1967-May, 1968) were £62.4 million.

New York's gross lottery receipts to date are as follows:
Million

Quite obviously the dour experience of New Hampshire was being repeated
until active competition from New Jersey forced New York in 1972 to emulate
its sister state's promotional methods and introduction of weekly tickets. The
New York record is summarized below for the period May, 1967-May, 1972:°*

Gross receipts $321, 433, 824
Prizes 111, 570, 273

Administrative costs____ o 51, 045,117
Net recedpta e s 158, 818, 444

Prizes and administrative costs absorbed 3595 and 169 of the gross receipts,
rvs]‘u:(‘tivo]y, leaving 499 for the earmarked purposes that established this lot-
tery.” Even though lottery sales rose to a peak level in 1973, in early 1974 Gov-
ernor Wilson was concerned about a future decline, a view echoed by the State
Controller.*

Apart from New Hampshire and New York, the other six states operating
lotteries last year began too recently (see the succeeding table) to speak of
meaningful trends in receipts, Moreover, emulation has burgeoned to the point
where every New England state except Vermont will soon promote a lottery,
leading to the suggestion of a New England regional lottery by Massachusetts
officials. James E. Ritchie, Executive Director of the Commission on the Review
of the National Poliecy Toward Gambling, believes there may be a domino effect,

5 The Council of State Governments, Gambling: A Source of State Revenue (Lexington,
Kentucky, 1973), 11, 1

" New York Times, June 2, 1972.

7 As the prizes were increased to 459 of gross receipts in fiscal 1972, net receipts
declines to 459 . See The Council of State Governments, op. cit., 16,

8 New York Times, January 6, 1974, and Portsmouth (N.H.) Herald, February 8, 1074.
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with neighboring states feeling compelled to adopt a lottery in self-defense. This
would seem to be verified on the East Coast where Delaware has also indicated
interest. Other states currently moving in the direction of lottery approval are
Tllinois, Iowa, Ohio, Montana and Washington. One shonld note too the establish-
ment of the National Association of State Lotteries in 1972.

The table below shows gross sales for the eight states operating lotteries in
1973. In terms of per capita figures Michigan leads with $15.35 followed by New
Jersey with $14.58. Michigan's relative success is due to its use of a Canadian
television outlet for advertising (U.S. federal law prohibits domestic television
or radio advertising of lotteries) and fo its system of payroll deductions for
ticket purchases.® Michigan's sales rate (the number of tickets sold per 10 resi-
dents) is 60% compared with 50% for New Jersey, 499, for Massachusetts and
209, for New York.” The New Jersey case reinforces the conclusion that after
initial success, receipts trend downward. More than any other state, New Jersey
introduced a host of gimmicks, low-priced tickets, and constant promotfional
material. Into the bargain it capitalizes on neighboring New York's poorly
operated lottery and its off-track betting diversion. Nevertheless, New Jersey
is now experiencing lagging sales and the need for more effort to peddle tickets.™
As one observer noted : “The fickle public needs constant promotion and a host of
gimmicks to keep its wagering fever from flagging.” 8

STATE-OPERATED LOTTERIES IN 1873

Population
Year of Gross sales (1970  Gross sales
State inception Allocation of net proceeds (millions) per capita

Connecticut General fund $34.297
Maryland. . .. - )

Massachusetts - Mi = Cities and towns
Michigan... ... .- 1972......... General fund
New Hampshire. S v - Edueation. . - e i
New Jersey.__... . Education and general fund_..__ ...
New York.... - Mi 7..... Education and capital equipment
Pennsylvania 7 Elderly property tax relief_

1 6 months only.
Sources: Council of State Governments, op. cit.,, 17-18; NLW Newsletter (Florida); Bureau of the Census.

In brief, potential lottery receipts seem to be exaggerated when a state first
endorses this means of raising revenue, are apparently impossible to forecast,
depend on competition or the lack of it from neighboring states, and require con-
tinuous marketing changes to retain interest. The extremes to which states will
o once they are addicted are illustrated by New Hampshire which doubled its
top prize to $100,000, added vacation trips for losers and increased frequency
of drawings: and by New Jersey which is working on an instant winner—at the
time of purchase one determines whether he has won or lost (increasing the
danger of corrupt sales agents buying all the winning tickets).”

Perhaps the last rein on all-out promotion, cirenmvented by foreign-border
states, is the current Federal ban on radio or television advertising. That this is
endangered can be seen by the drum-fire campaign waged against it by every
state lottery agency and by the case now before the Supreme Court brought by
the F.C.C. in opposition to a U.8. Court of Appeals decision in Pennsylvania
upholding media advertising of lotteries.

Not only does the lottery fail to elicit sizeable amounts of revenue compared
to virtually any tax or support from economic theory ; it is clearly regressive,
costly to operate, complex to administer (its presnmed appeal to criminals has
led New Hampshire to hire an ex-FBI agent to run it for a salary far beyvond
that of state employees responsible for taxes raising significantly greater
amounts of revenue), and dysfunctional as a counter-cyclical fiscal instrument.

The matter of regressivity is borne out in the New Hampshire case where
a survey indicated that lower income groups bought a disproportionate share of

® Wall Street Journal, February 22, 1974 and New York Times, November 12, 1972.

10 Wall Street Journal, op. cit.

1 §pe Governor Cahill's statement in New York Times, March 22, 1073 ; also New York
Times, July 25, 1973.

12 Wall Street Jowrnal, op. cit,

¥ I'bid.
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the tickets.)* Another survey in New Jersey suggested the possibility of non-
regressivity. The basis for this tentative conclusion was that over 70% of lottery
sales in that state were to those earning $£7,500 or more annually and that 72%
of the buyers had at least a high school education.® Now if a regressive tax is
defined as one which increases in percentage terms as income declines, the evi-
dence offered is hardly convincing. Median 1972 family income was estimated
to be $11,116 with the lowest two-fifths of all families earning $9,299 or less.'
One would have to know how many earned how much more than $7,500, (which is
merely $144 per week, hardly a munificent sum today). Only if it could be
shown that low income people shunned the lottery could a case be made for non-
regressivity. The fact is that a 50 cent bet by a poor person is a greater percent-
age of his income than a 50 cent bet by a rich person. And that makes the lottery
regressive, unless the rich buy many more tickets than the poor. What high school
education (which is much more universal than it used to be) has to do with the
issue is beyond comprehension.

Another recent study concluded that the Pennsylvania lottery was a propor-
tional revenue measure.”” A proportional tax rate is defined as one in which the
rate is the same regardless of income. Once again the evidence is suspeect. First,
a random sampling was undertaken of individuals in New Jersey and Pennsyl-
vania shopping centers to determine who bought tickets. The study reported that
the buyers were mainly middle or upper income people. While the sampling of
individuals may have been random, there is no corroboration that the shopping
centers were also randomly selected. For all that one can tell, they may have
been exclusively in middle-upper income areas. The same study used an alterna-
tive method, namely assuming that the mean amount of lottery tickets purchased
in an area was a function of that area's income level. Sixty seven Pennsylvania
counties were included, using the distribution of winning tickets as a model of
the distribution of all tickets sold. Now to assume that as one’s income level
increases, more lottery tickets are bought flies in the face of known facts about a
comparable activity: the numbers game. Moreover, the persistent appeal of the
lottery, inereasingly emphasized by bigger and bigger prizes, is get-rich-quick.
Such an appeal is obviously not to the already affluent or near-affiuent. Lastly,
more information is needed than was provided to determine whether the dis-
tribution of winning tickets ean serve as a surrogate for all tickets. Only if it
can be shown that lottery sales take, say, one percent of the income of all classes
who participate could the ease for proportionality be made.

That the cost of collecting net revenues from a lottery is quite high has pre-
viously been alluded to, especially when compared to most kinds of taxes. Total
costs may be defined as the prices and administrative expense, or the difference
between gross and net receipts. For New Hampshire net receipts have ranged
from a high of 649 of the gross take to a low of 359, (see the previous table
on the New Hampshire lottery), but averaging in the mid-forties., New York's
record is also a net yield of less than half. For the first nine months of opera-
tion, Massachusetts netted 309, and Connecticut 469;. Another way of looking at
the matter is that for each 50 cent ticket in New Jersey, 24 cents are paid in
prizes, 2.5 cents represent selling costs, and 4.5 cents go for other costs. The
net of 19 cents means a yield of 389, or New Jersey spends seven cents to col-
lect nineteen cents.® Compared to any tax, this is ludicrously excessive. BEsti-
mates are that it costs one and a half to two cents to collect a regular tax dollar
against 87¢ in the New Jersey case to collect a net lottery dollar.

In brief, whether or not one includes the prizes as’part of costs, the lottery is
an expensive way of generating a dollar’s worth of public revenue, Nor do the
results justify even that in terms of lottery proceeds as_a percentage of total
state revenues, They range from less than one percelff to less thdn three
percent.”

There are those who argue that the lottery should be viewed as a government-
sold service rather than an alternative to taxes. This is the point made by Fred-

1 See Rosen and Norton, op. cit., 624 and Councll of State Governments, op. cff., 32.

5 Connell of State Governments, op. cit.. 17.

18 Economic Repart of the President, February, 1974, 140 and 274,

% Jerome F. Heavev, “The Incidence of State Lotteries: Some Empirical Evidence,”
Tazes, September, 1073, 547 1.

# Ronald D. Watson, “Lotterles : Can the Public and State Both Win?" Federal Reserve
Bank of Philadelphia Rusiness Review, July. 1973, 11,

® Ibid., 5 : see also Portsmouth (N.H.) Herald, February 8, 1974 and Consumer Reports,
February, 1074,
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erick Stocker who feels that the early failures in New Hampshire and New York
were due to the lack of recognition by those states of the lottery as a consumer
service, needing vigorous promotion to make it competitive with other goods and
services.” Indeed Edward J. Powers, the New Hampshire lottery director, re-
marked, recently : “The lottery is a product the same as any other. It has to be
merchandised, promoted and improved. It's like razor blades or detergents—
you always have to come out with something new.” ® In fact, the lottery is far
from a typieal good or service. It is a pure transfer payment in which the winners
produce nothing in exchange for the prizes—in this regard resembling welfare
payments or any gambling gain—and the government lops a substantial portion
off the top for expenses and net proceeds. Gambling gains and losses are not re-
corded in the national income totals for precisely that reason. They are not
payments for helping to produce current goods and services. To the extent that
gambling is legalized, the value of the current service of allowing bettors to risk
their funds provided by the private casino or government is included in the
national income tally, but not the gains or losses, The net amount available to
government is treated the same as any tax.®

Direct sale of goods and services by governments is sharply limited in the
U.S. in accordance with the prevailing system of private, profit-making enter-
prise. Thus, one mentions T.V.A., municipally-operated transportation services,
some government retail merchandising of alecoholic beverages (New Hampshire,
for instance) an insignificant miscellany of other things, and then quickly ex-
hausts the list. In these cases the good or service is sold for a price at least
approximating its market value, and the buyer acquires a tangible good or the
benefits of the specific service. Gambling, however, whether legal or illegal,
whether privately or governmentally operated, yields no such benefits. To treat
it as an economic service, therefore, is patently absurd.

Furthermore, even as a bet the lottery is a laggard, as the following
indicates:®

{In cents]
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The column showing the percentage retained by the house (or government)
includes all non-prize costs and is not to be interpreted as “net” or “profit.”

Suppose one concedes that the lottery raises litfle revenue compared with
other sources, that it is costly to administer, that it is regressive and that it is
a poor bet. All that is left for justification is to use it in the hope of eliminating
illegal gambling. As Ronald D. Watson commented ;: “It ig interesting to speculate
about whether states, which are willing to use lotteries to compete with organized
crime for the profits from gambling, might also be willing to extend both the logic
and the competition to other activities which are sometimes considered morally
objectionable.” * In any event, the volume of illegal gaming seems to be rising
apace with the government-endorsed variet ) g

Apart from exhorbitant costs, administration is haunted by the fear of a
criminal takeover. Therefore, extraordinary and expensive controls are required :
limited sales outlets, the nse of civil servants, striet accounting methods, micro-

» Frederick D. Stocker, “State Sponsored Gambling as a Source of Public Revenune,”
National Tar Journal, vol. 25, 1972, See also Watson, op. eitf., 4, and Portsmouth Herald,
op. cit.

= Wall Rtreet Journal, op. cit.

2 Qep the author's National Income and Other Social Accounts (Holt, Rinehart and
Winston, 1972), 60-72.

= Consumer Reports, op. cit., 177 fI.

% Watson, op. cit., 5n.

= Portemouth Herald, February 8, 1974 and State Government, vol. 45, Winter, 1972,
19-25.
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film records, and data-processing equipment. In New York, the original intent
was to sell tickets in banks, government offices, hotels and motels. A national law,
however, prohibited sales by any federally chartered or insured bank, thus elim-
inating many sales outlets. To meet this problem, the state law was amended to
allow sales by any business except in bars, liquor stores, and religious, charitable
or scientific organizations.

What about counter-cyclical possibilities? Modern fiscal thinking holds that
an efficient tax should, among other things, raise more than a proportionate
amount of revenue in good times and less in bad times, in this manner tending
to offset the swings of the business cycle. The federal progressive income tax is
the best example of such a built-in stabilizer. By contrast the lottery could be
expected to be more appealing during recessions because of a greater relative
desire to gamble when unemployment is rising and income is declining.

In the table presented previously on State-Operated Lotteries in 1973, it can
be seen that of the eight states, all but three earmark net proceeds completely
or in part. It can be argued that earmarking of public revenues is always fiscally
unsound because it removes spending alternatives. For example, the complete
dedication of the Federal gasoline tax to highways is not only part of the reason
for the so-called energy shortage, but has prevented expansion of more economic
publie transportation methods. Usunally earmarked revenues originate in a crisis
but prove intractable long after the crisis has ended. Far better, therefore, to
put all revenues in the general fund and allow the appropriate legislative body
+p allocate them.

In part, the lotteries were adopted on the claim that they would alleviate
eritical fiscal needs: ald to education, property tax relief, grants to cities and
towns. New Hampshire, for example, mandated net receipts exclusively for
publie school education which is financed almost completely by the loeal property
tax. At once, therefore, this lottery was designed to increase state aid to educa-
tion and to reduce or at least hold the line on property taxes. In its early days
of operation, however, a number of New Hampshire school districts simply
substituted their share of net lottery funds for a proportionate amount of prop-
erty taxes. Public education needs remained as great as ever, and property taxes
unltimately continued to rise.

Among other things, earmarking disguises small revenues. Attention is focused
on the noble purpose to be served instead of how effectively that end is being met.
Also, budget planning is warped when recourse is to a most uncertain source
of funds. In a word, if a state is going to adopt a lottery it should not earmark
the net proceeds.

So far experience does not support the presumed revenue potential in govern-
ment-condoned lotteries. Whatever the solution to the pressing needs of state
and local governments—and major reforms of existing broad-based taxes wounld
seem to offer the best hope for extrication from the fiscal morass—the lottery
is a loser.

STATE oF WASHINGTON,
Olympia, Wash., May 24, 197}.
SUBCOMMITTEE ON CLAIMS AND GOVERNMENTAL RELATIONS,
Committee on Judiciary, U.8. House of Representatives,
Washington, D.C.

GENTLEMEN : I am honored to have this opportunity to submit my written state-
ment to the Subcommittee on Claims and Governmental Relations on the subject
of H.R. 6668 and companion measures relating to state operated lotteries,

In November, 1972, the people of the State of Washington removed a long-
standing constitutional ban on lotteries by amending the State Constitution to
authorize lotteries, upon a sixty percent vote of the legislature, or upon an ini-
tiative or referendum approved by sixty percent of the voters. The term “lot-
teries” as used in the State Constitution has been construed by the Washington
State Supreme Court to include all forms of games involving distribution of
money or property, chance, and valuable consideration paid or agreed to be paid
for the chance. See Sherwood & Roberts-Yakima, Imec. v. Leach, 67 Wn. 2nd 630,
409 P. 2nd 160 (1965). The prohibition thus extended to games such as bingo,
rafles and other socially accepted and harmless types of games. It is for this
reason that I have maintained the position that the mandate of the people of
our state expressed in November of 1972 did not call for establishment of a state
lottery or wide open forms of gambling heretofore prohibited, but demonstrated
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instead the will of the people that the broad constitutional ban on “lotteries” be
relaxed as to traditionally social types of games and pastimes,

During a reecent session of the Washington State Legislature, Second Reen-
grossed Senate Bill 2004 was enacted and would have provided for the creation
of a state lottery regulated by the Washington State Gambling Commission. On
February 19, 1974, I vetoed the bill in its entirety. My reasons for vetoing the
bill were as follows:

1. Creation of a state lottery, in my judgment, far exceeded the boundaries of
activity contemplated and approved by the people in amending the constitutional
ban on “lotteries” in November, 1972.

2 For the first time in the history of this state, state government would be
engaging itself in a gambling activity as a principle participant. Supporters
claim that a state lottery would raise revenues for the state without resort to add-
ditional taxation. Experience in other states has shown, however, that a state
lottery is an unreliable source of revenue and that a good portion of the revenue
raised must be put back into administrative and operational costs.

8. In a day when our citizens increasingly express their disapproval of unre-
strained growth in government at all levels, creation of a wholly new bu-
reaucracy to administer a state lottery is an improper response by state govern-
ment.

4, Experience in other states has also shown that a state lottery is a regressive
form of taxation because its appeal is greatest to those in lower income groups
and others who can least afford it. Proponents claim that the money spent on a
state lottery would be spent in any event on other forms of gambling activity.
This does not justify, however, the state in going into the gambling business.

5 Because of its high administrative and operational costs, a state lottery has
a far lower pay-back rate than any other compa rble form of gambling. It is com-
monly known that sophisticated gamblers do not spend their mnoney on state
lotteries because of the low pay-back rate. Correspondingly, the conclusion is in-
evitable that a state lottery is commonly financed in great part by the unso-
phisticated, whether rich or poor.

6. Creation of a state lottery would result in the state, by its actions, fostering
a climate of gambling that may at some point in time lead to professional
gambling and he various forms of criminal activity associated therewith.

7. In a time when the integrity of government has become a major concern
of our society, I believe that an effort by the state to finance itself to any extent
by engaging in a gambling activity is an acknowledgment by the state and its
citizens that income may be secured not by work or other rendition of services
but by an evasion thereof, and that there is nothing wrong with the exploitation
of those who are least able to pay. I further believe that the people of Washing-
ton State reject the notion that any way for the state or for the individual to
secure money is quite satisfactory.

I am fully aware of the increasing popularity of state lotteries and the grow-
ing number of states which have passed or are presently considering the enact-
ment of legislation creating state lotteries. I believe the same reasons for which
I vetoed the bill which would have created a state lottery in Washington State
are valid on the national level and I would strongly urge the Congress to refrain
from enacting any measures which would change federal statutes and regulations
which may presently inhibit the further proliferation of state lotteries.

Bincerely,
DANIEL J. EVANS,
Governor.
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APPENDIX 1

FepERAL CoMMUNICATIONS COMMISBION,
Washington, D.C., May 18, 1974

Hon. Perer W. Ropixo, Jr.,
Chairman, Committee on the Judiciary,
House of Representatives, Washington, D.C.

Desr Me. CHAIRMAN: This is in response to your request for the Commis-
sion’s views on H.R. 6668 and companion bills concerning lotteries which are
presently under consideration by the Subcommittee on Claims and Governmental
Relations of the Committee on the Judiciary. The majority of these bills, im-lu[.l-
ing H.R. 6668, generally would amend title 18 of the United States Code to permit
the transportation, mailing and broadecasting of advertising, information, and
materials concerning lotteries authorized by law and conducted by a State.

Existing law, 18 U.8.C. Section 1304, prohibits * . . . the broadeasting of, any
advertisement of or information concerning any lottery, gift enterprise, or simi-
lar scheme, offering prizes dependent in whole or in part upon lot or chance, or
any list of prizes drawn or awarded by means of any such lottery, gift enterprise,
or scheme, whether said list contains any part or all of such prizes . . .”

Violations of existing law are punishable by a fine of not more than §1,000, or
imprisonment of not more than one year, or both. While eriminal prosecution
under this statute is solely within the jurisdiction of the Department of Justice,
the Commission is authorized under the provisions of Sections 312(a) (6) and
503(b) (1) (B) of the Communications Act (47 USC 312(a) (6), 503(b) (1) (E))
to revoke a broadcast license or to impose a monetary forfeiture upon a licensee
for violation of 18 U.8.C. Section 1304 regardless of whether criminal prosecu-
tion has been initiated.

H.R. 6668 would amend title 18 of the United States Code by adding a new
section 1307 providing, inter alia:

(@) The provisions of sections 1301, 1302, 1308, and 1304 shall not apply
to an advertisement, list of prizes, or information concerning a lottery con-
duected by a State acting under the authority of State law—

* * * * * * *

(2) broadecast by a radio or television station located in a State con-
ducting such a lottery.!

Certain of the companion bills under consideration by the Subcommittee which
similarly exempt state conducted lotteries contain somewhat different language
in their proposed section 1307 (a) (2) ;

* * * * *
(2) broadecast by a radio or television station located in that State?

The Commission has no particular expertise with respect to the policy con-
siderations underlying the Federal anti-lottery statutes or the Federal-state rela-
tionships which are involved. Therefore, the Commission takes no position on
the merits of H.R. 6668 or the companion bills as they relate to exempting the
broadecasting of material concerning state authorized and conducted lotteries.
We do note that in its statement before the Subcommittee on April 24, 1974, the
Department of Justice generally favored enactment of H.R. 6668 as promoting
the policy decisions of those states which have determined to conduet lotteries,
while protecting the public policy of still other states which have rejected lot-
teries, and we would defer to this judgment. In this regard, the Commission has
recognized on several occasions that an anomalous situation is created where a

1The same language is proposed by H.R. 7718 (page 1, lines 7-8, page 2, lines 1-2
5-6) and H.R. 7276 (page 1. lines 7-10. page 2, lines P i) page 2, s 1-2,

2This language Is contalned In H.R. 1485 (page 1, lines 7-8, page 2, lines 1-2, 5-8),
H.R. 1991 (page 1, lines 7-8, page 2, lines 1-2, 5-8), FLLR. 3503 (page 1, lines T-10.
page 2, lines 3-4), H.R. 3808 (page 1, lines 8-9, page 2, lines 1-2, 5-6), H.R. 5875
page 1, lines 7-8, page 2, lines 1-2, 5-6), H.R. 6454 (page 1, lines T-10, page 2, lines
3-4), and H.R. 6538 (page 1, lines 7-8, page 2, lines 1-2, 5-8).

(132)
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state has enacted lottery legislation and is operating an entirely legal state
lottery, while 18 17,8.0. section 1304 nevertheless substantially restricts the use
of the broadeast media to inform the state's citizens of such lottery. The appli-
cable Commission regulations (sections T8.122(AM), 73.202(FM) and T73.656
(TV)) are of necessity based on the existing statute, which does not distinguish
between lotteries that are legal or illegal under state law or between lotteries that
are operated by private parties and state-conducted lotteries. Thus, until the pres-
ent Federal law pertaining to the broadcast of lottery-related material is amended
or in some manner qualified by authoritative judicial opinion® the Commis-
sion views the proper discharge of its responsibilities as leaving it no alternative
but to apply the language of the statute,

It is our understanding that H.R. 6668, in proposing an exemption from 18
1.8.C. section 1304 for advertisements, lists of prizes, or information concern-
ing a lottery, would permit any radio or television station to broadeast material
concerning any state authorized and conducted lottery if the station is located
in any state which authorizes and conduets such a lottery.' Thus, for example,
stations in New York State would be allowed to broadeast material concerning
the New Jersey State lottery and the Pennsylvania State lottery, as well as in-
formation concerning the lottery authorized and conducted by the State of New
York. As noted in the foregoing example, New York, Pennsylvania, and New
Jersey all conduct state authorized lotteries. However, since the television sta-
tions licensed to locations within the State of New Jersey are fewer in number
and have proportionately fewer viewers than those licensed to the New York
City and Philadelphia areas, which together cover most of New Jersey as well,
New Jersey would be at a disadvantage in promoting its lottery if an exemption
were limited to allowing a station to broadeast only such information as con-
cerned the lottery which was authorized and conducted by the State in which it
was located® A revision of existing law as contemplated by H.R. 6668 would
therefore assist in promoting the New Jersey (and other) state conduected
lotteries. On the other hand, since broadeast signals, as a technological matter,
cannot be confined to political boundaries, such an exemption would also result

3 In New Jersey State Lottery Commission v. United States, F. 24 (8rd
Cir., declded January 2, 1974), the U.S, Court of Appeals for the Third Circuit reversed
a Commission ruling that the broadcast of a winning number in a state conducted
lottery in the form of a news report constituted direct promotion of a lottery and was
thns prohibited by 18 U.S.C. section 1304, The court held that news broadcasts were
exempt from the prohibition of that statute which, according to the court's interpretation
of the First Amendment, should be construed to apply only “to the promotion of lotteries
for which the licensee recelves compensation” and perhaps also to “‘some uncompensated
promotional announcements outside the context of broadcast journalism [which] might
be found by the FCC to be promotional and not news. . . ."”

The Commisslon and the Department of Justice have petitioned the United States
Supreme Court for a writ of certiorari to review this judgment based on its conflict with
New York State Broadcasters Association, Ine. v, United States, 414 F. 2d 990 (24 Cir.
1968), cert. den. 306 U.S. 1061 (1970), which emphasized that the test of the statute's
applicability shonld be whether the broadeast directly promotes or facilitates the lottery,
rather than whether the station is compensated for the broadeast. The petition is also
founded on the bellef of the FCC and the Justice Department that the Third Circuit's
decision in effect erroneously declares a portion of the statute unconstitutional as violative
of the First Amendment.

¢ Should this interpretation of H.R. 6668 be correct, the Commission would recommend
clarifying the pertinent language of proposed section 1307(a)(2) to read as follows :

(2) broadecast by a radio or television station licensed to a location in any State
conducting such a lottery.

5The 1973-74 edition of Felevision Factbook provides the following daily circulation
figures for 1971-72 with respect to the number of different television households reached
by commercial television stations licensed to New York City, Philadelphia, and com-
munities in Northern and Southern New Jersey :

New York Clty stations:

WCBS-TV 3, 016, 400
WCBS-TV__ 3, 654, 000
v 3, 521, 200
BT A T 2, 701, 700
1, 528, 100
WPIX-TV. .- 1, 877, 8OO
Philadelphia stations

K TV

368, 300
Northern New Jersey statlons : :
WNJU-TV (Linden)- --—- 42,100
WXTV-TV (Patterson) s 35, 800
Southern New Jersey stations:
WEKBS-TV (Burlington) :
WOCMC-TV (Wildwood ) - —— — - e o i e TR P I s




134

in a wider dissemination of information concerning state conducted lotteries
into states which do not conduct lotteries. Whether it is desirable to create an
exemption as broad as that in H.R. 6668, rather than the narrower exemption
provided by some of the companion bills (e.g., H.R. 1485), or the broader exemp-
tion of other bills (e.g., H.R. 6971, H.R. 12235), is a question on which we express
no opinion.

Should H.R. 6668 or similar legislation be enacted, the Commission recom-
mends amending language to clarify the meaning of the phrase “broadcast by a
radio or television station located in a State conducting such a lottery™ as that
phrase is employed on page 2, lines 5-6 of H.R. 6668 (emphasis added). Under
FCC rules and regulations, a station’s transmitter or studio may be located
in a place different from the location specified in its license and, in border areas,
a station’s transmitter or studio may even be located in an adjacent State. For
example, WNJU-TV is licensed to Linden, New Jersey, but its transmitter is
located in New York City. In order to avoid conflicting interpretations where a
particular station might be considered to be “located” in either of two adjacent
States, one conducting a lottery and the other not, the Commission recommends
that the above-quoted language of H.R. 6668 be amended to provide as follows:

(2) broadeast by a radio or television station licensed to a location in a
State conducting such lottery.*

Under the Commission's rules and regulations, all broadeast stations are
licensed to serve a particular city, town, political subdivision or community
which is specified in the station license. Under the proposed revision, a station
would be considered to be located in the place specified in its license regardless
of the physical location of its transmitter or studio.

Although in most instances there is but one location specified in a particular
station's license, there are a limited number of station licenses which specify
more than one city, town, political subdivision or community. There are presently
52 stations which are licensed to serve two different locations, and of these
only five involve locations in two different States.” At the present time, none of
the States involved in these latter five cases of dual-licensed stations conduct
lotteries authorized by state law.®* Shounld the revision suggested by the Com-
mission be incorporated in any enactment of H.R. 6668 or similar legislation and
one or more of these States establish a state conducted lottery, the Commission
would consider the dual-licensed station involved to be licensed to each of the
locations specified in the license and thus within the terms of the exemption,

The Commission trusts that the foregoing is responsive to your request and
will be pleased to provide any further information which may be desired con-
cerning the subject legislative proposals.

This letter was adopted by the Commission on May 13, 1974,

By direction of the commission.

Ricaarp E. WiEy,
Chairman.

*The Commiszsion notes that the statement submitted to the Subcommittee by the
National Association of Broadcasters recommends the same revision.
‘:}na] licenses Involving two different Btates are presently held by the following
stations :
WPNX({AM)—Phoenix City. Alabama ; Columbus, Georgia.
KRLC(AM)—Lewiston, Idaho : Clarkston, Washington.
KBMW (AM)—Breckenridee, Minnesota ; Wahpeton, North Dakota.
WOPI(AM)—Bristol. Virginia : Briston, Tennessee.
KTAL(FM)—Texarkana, Texas ; Shreveport, Louisiana.
The Commission ig not disposed to grant further dual leenses absent exceptional justi-
fying clreumstances.
81t Is the Commission’s Information that the States of Connectient, Maryland, Massa-
chusetts, Michigan, New Hampshire, New Jersey, New York, and Pennsylvanin presently
conduct lotteries authorized under their state law. By (Ipfnrf-ndn_ held November 6, 1973,
Maine approved establishment of a stdte lottery and Rhode Island repealed a ban on
state lotteries contained in the state cdnstitution.
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UxNITED STATES POSTAL SERVICE,
LAw DEPARTMENT,
Washington, D.C., November 21, 1973.

Hon. PeTeEr W. RopIxo, Jr.,
Chairman, Committee on the Judiciary,
House of Representatives, Washington, D.C.

DEAR MR, CHAIRMAN ; This responds to your request for a report on H.R. 6668,
a bill that would amend titles 18 and 39 of the United States Code to permit the
transportation, mailing, and broadcasting of advertising, information, and mate-
rials concerning lotteries authorized by law and conducted by a State.

As a policy matter, the merits of this proposal turn upon political: judgments
in the area of federal-state relations upon which the Postal Service expresses no
view.

We would like, however, to comment upon one possible problem with the ex-
ceptions contemplated by proposed new section 1307 of title 18 to sections 1301-
1304 of that title, the criminal lottery statutes. It is conceivable that mail, legally
addressed under the new section, might be deemed to have been unlawfully
mailed if forwarded by the Postal Service to addressees who have moved to
other states, Although we would not consider this to be a likely interpretation of
the statute, the committee may wish to include something clarifying this matter
in any report it brings out on the bill.

As regards the suggested amendment to 39 U.S.C. § 3005, we anticipate no
additional difficulties in administering that provision if amended as proposed.

Sincerely, = 5
ocer P. Crate,

Deputy General Counsel.

UNITED STATES POSTAL SERVICE,
LAaw DEPARTMENT,
Washington, D.C., April 24, 1974.
Hon. Perer W. Ropiwo, Jr.,
Chairman, Committee on the Judiciary,
House of Representatives, Washington, D.C.

DEeAR MR. CHAIRMAN : This responds to your request for the further views of
the Postal Service on H.R. 6668, a bill that would amend titles 18 and 39 of the
United States Code to permit the transportation, mailing, and broadcasting of
advertising, information, and materials concerning lotteries conducted by a
State acting under the authority of State law.

As we construe it, H.R. 6668 would exempt from the operation of the civil and
criminal lottery statutes matter concerning a State-conducted lottery which
is introduced into the mailstream bearing an in-State address. If this legislation
is enacted, the Postal Service would expect to apply to mail exempted from the
lottery statutes all its ordinary procedures for mail processing and delivery,
including the procedures for forwarding mail to a postal customer who has
changed his address, We construe the bill to exempt from criminal and civil
penalties the person who sends, and the postal employee who handles or delivers,
exempted matter bearing an in-State address which is forwarded to an address
without the State.

We recommend that the legislative history of this measure reflect Committee
approval of the Postal Service interpretation of the proposed legislation.

We also note that the bill appears to cequire technical amendment to resolve
the inconsistent use of “addresses” in proposed 18 U.S.C. §1307(b) and “ad-
dressees” in proposed 30 U.S.C. § 3005 (d).

Sincerely,
Louis A. Cox,

General Counsel.

THE DEPARTMENT OF THE TREASURY,
Washington, D.C., April 29, 197}.
Hon. Wirsvr D. MrLrs,
Chairman, Commitice on Ways and Means,
House of Representatives, Washington, D.C.
DeAr Mr. CHAIRMAN: By a letter of April 11, 1974, you requested Treasury

Department testimony at the April 24-25 hearings of the Subcommittee on
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Claims and Government Relations concerning H.R. 6668 and companion bills.
These bills would exempt State lotteries from certain Federal prohibitions, and
one bill (H.R. 6071) would also broaden the existing exemption from wagering
tax.

Through discussions with the Staff of the Committee it was agreed that in
lieu of testimony we would file with the Committee a written report of the
views of the Treasury Department.

The Treasury Department defers to the views of other agencies more directly
concerned regarding the nontax provisions of H.R. 6668 and the companion
bills. The position of the Treasury Department on Section 3 of H.R. 6971 is
set forth in our report to the Ways and Means Committee on H.R. 11204, a
copy of which is attached.

Sincerely yours,
(8) Frederic W. Hickman.

FreEpERIC W. HICKMAN.
Attachment.

DEAR MR. CHAIRMAN : This is in response to your request for the views of the
Treasury Department on H.R. 11204, “A BILL To exempt State lotteries from
certain Federal prohibitions and for other purposes.”

Section 4401 of the Internal Revenue Code of 1954 imposes a 10 percent tax
on the amount of wagers made, to be paid by anyone engaged in the business
of accepting wagers, including any person conducting a lottery. A related
occupational tax of £50 per year is imposed by section 4411 on each person who
is liable for tax under section 4401 or who is engaged in receiving wagers
for or on behalf of any person go liable.

In 1963, New Hampshire became the first State in recent history to establish
a State lottery. The lottery was similar in operation to the Irish Sweepstakes.
That is, the lottery’s ultimate winners were determined by the results of a
designated horse race actually run following a preliminary selection of the
prospective winners by lot. The lottery, when established, was subject to the
Federal taxes on wagering.

In order to exempt New Hampshire’s lottery from these taxes, Congress, in
1965, added as section 4402(3) of the Code an exemption for State-conducted
sweepstakes, wagering pool or lotteries. The exemption was drafted narrowly
to encompass the New Hampshire-type of lottery. It contains two basic require-
ments: (1) the sweepstakes, wagering pool or lottery must be conducted by an
agency of a State acting under authority of State law; and (2) the ultimate
winners must be determined by the results of a horse race.

Since the appearance of the New Hampshire lottery seven other States have
established and are operating lotteries. Several more States have either author-
ized, or are investigating the feasibility of, lottery operations. However, the
lotteries which have been established since 1965, including a revised version
of the New Hampshire lottery, differ substantially in the manner in which
they operate from the form of lottery which was made exempt by Congress in
1965. Although most States use a format which gives the appearance that the
ultimate winners are determined on the basis of a horse race, in point of fact
in every case, ultimate winners are determined by lot. Consequently, the lot-
teries, as conducted, do not satisfy the second prerequisite for exemption under
section 4402(3).

In order to exclude all State lottery operations from wagering taxes, H.R.
11294 would amend section 4402(3) to remove the requirement that ultimate
winners of State lotteries must he determined on the basgis of the results of a
horse race. It also would amend section 4462(b) of the Code to exclude from the
definition of coin-operated gaming devices (and thus from tax imposed by section
4461 on coin-operated gaming devices) a vending machine which dispenses tickets
on a sweepstakes, wagering pool, or lottery which is conducted by an agency of
a State acting under authority of State law.

The amendment to section 4402(3) is to apply with respect to wagers placed
after March 10, 1964, and the amendment to section 4462(b) is to apply with
respect to periods presumably ending affer such date. March 10, 1964, is the date
on which the 1965 amendment to section 4402 became effective.
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The Treasury Department favors the exemption of State lotteries from the
imposition of wagering taxes. Such an exemption is consistent with the Adminis-
tration’s program of revenue sharing which is intended to provide the States
with greater revenues. However, we also are concerned that in view of the
popularity of this form of gambling many individuals who are winners of lotteries
are not reporting their winnings. Consequently, we believe it would be appropri-
ate and desirable in conjunction with enactment of H.R. 11204, to enact legisla-
tion which would facilitate the collection of taxes from the rapidly growing
number of winners.

Section 6041 of the Internal Revenue Code requires information reporting
on lottery winnings of $600 or more. Although an Internal Revenue Service study
based upon a sampling of these information documents has indicated a relatively
high rate of compliance in the reporting of lottery winnings (85 percent of the
winners reported their gains on timely-filed income tax returns), the residual
noncompliance is sufficient to warrant concern. Moreover, we have reason to
believe that compliance is much lower for winners of less than $600 with respect
to whom information returns are not required under present law.

Apart from the compliance problem, there is the payment problem that arises
because many winners are unsophisticated in tax matters and thus fail to pro-
vide for timely payment of Federal income tax on their winnings. In many cases
winners spend their lottery proceeds before the tax return filing date and con-
sequently find that they are unable to pay the tax on their winnings when their
taxes are due. The Service reports that withholding at the source would alleviate
payment problems for such taxpayers and would also reduce the incidence of
delinquent account activity in its Collection Division.

We have prepared a draft amendment to section 3402 of the Code which would
require States conducting lotteries to withhold tax from amounts paid to indi-
viduals as prizes in connection with such lotteries. A copy of the draft is at-
tached for your committee’s consideration.

For purposes of withholding and related administrative provisions, the pro-
posal treats payments of State lottery winnings as if they were payments of
wages by an employer to an employee. However, withholding is applied at a flat
rate of 20 percent on gross payments and is subject to a de minimis floor of
$100. The normal withholding exemptions are inapplicable to withholding under
the proposal. In lieu of a Form W-4 a winner is required to furnish to the payer
a statement showing the name, address, and taxpayer identification number of
each person entitled to share in the payment, The proposal applies to payments
made after December 31, 1974. However, that date can be changed to some period
following the date of enactment.

Compliance with these provisions will depend in large measure upon the co-
operation of the States rather than upon sanctions for failure to comply. The
States will have to file Forms W-2 with respect to payments and amounts with-
held. However, the States are presently providing the Service with informa-
tion returns, and we do not believe that this additional requirement will place
an undue burden upon their lottery operations.

H.R. 11294 applies retroactively to March 10, 1964. As a general rule the
Treasury Department opposes the granting of retroactive relief gince it nor-
mally results in inequitable application of the tax laws among taxpayers who
are similarly situated. However, in the instant case, there is no taxpayer who will
be disadvantaged by this change. Furthermore, Congress in 1965 retroactively
provided relief to New Hampshire from wagering taxes. The relief granted to all
States by H.R. 11204 is retroactive to that date.

The Office of Management and Budget has advised the Treasury Department
that there is no objection from the standpoint of the Administration’s program
to the presentation of this report.

Sincerely yours,
Freperic W. HICKMAN,
Asgistant Secretary.
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IN THE HOUSE OF REPRESENTATIVES

Arrin 5, 1973
Mr. Ropixo (for himself. Mr. Winxarn, Mr. Domixick V. Daxiers, Mr.
Freraxeuvysexn, Mr. Heestoski, Mr. Howarn, Mr. Mimvisa. Mr. Ror,
Mr. Saxpman, Mr. Tromeron of New Jersey, Mr. Hoxrt, Mr. RiNatno,
Mr. Marazrrs, and Mr. Parrex) introduced the following bill; which was
referred to the Committee on the Judiciary

A BILL

To amend title 18 of the United States Code to permit the
transportation, mailing, and broadcasting of advertising, in-
formation, and materials concerning lotteries authorized by

law and conducted by a State, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That chapter 61 of title 18 of the United States Code (re-
lating to lotteries) is amended by adding at the end thereof
the following new section:

“§ 1307. State-conducted lotteries
““(a) The provisions of sections 1301, 1302, 1303, and

1304 shall not apply to an advertisement, list of prizes, or




information concerning a lottery conducted by a State
acting under the authority of State law—
“(1) contained in a newspaper published in that

State, or

“(2) broadecast by a radio or television station lo-
cated in a State conducting such a lottery.

“(b) The provisions of sections 1301, 1302, and 1303
shall not apply to the transportation or mailing to addresses
within a State of tickets and other material concerning a
lottery conducted by that State acting under authority of
State law.

“(c) For the purposes of this section ‘State’ means a
State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, or any territory or posses-
sion of the United States.

13

(d) For the purposes of this section ‘lottery’ means

7 the pooling of proceeds derived from the sale of tickets or

chances and allotting those proceeds or parts thereof by
chance to one or more chance takers or ticket purchasers.
‘Lottery’ does not include the placing or accepting of bets
or wagers on sporting events or contests.”

SEC. 2. The sectional analysis for chapter 61 is amended
_ by adding the following item:

“1307. State-conducted lotteries.”,




SEC. 3. Section 1953 (b) of title 18 of the United

States Code is amended by changing the period to a comma

and adding: “or (4) equipment, tickets, or materials used

or designed for use within a State in a lottery conducted by
that State acting under authority of State law.”

SEC. 4, Section 3005 of title 39 of the United States Clode
is amended by adding at the end thereof the following sub-
section:

“(d) Nothing in this section shall prohibit the mailing
of (1) a newspaper of general circulation published in a
State containing advertisements, lists of prizes, or information
concerning a lottery conducted by that State acting under
authority of State law, or (2) tickets or other materials con-
cerning such a lottery within that State to addressees within
that State. For the purposes of this subsection, ‘State’ means
a State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, and any territory or pos-

session of the United States.”,




141

“esee” H, R 1021

IN THE HOUSE OF REPRESENTATIVES

Jaxuvany 3,1973
Mr. Roe introdueed the following bill: which was referred to the Committee

on the Judiciary

A BILL

To amend title 18 of the United States Code to permit the mailing
of lottery tickets and related matter, the broadecasting or
televising of lottery information, and the transportation and
advertising of lottery tickets in interstate commerce, hut only

where the lottery is conducted by a State agency.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That (a) chapter 1. of title 18 of the [Tnited States Code
(relating to general provisions) is amended by adding at
the end thereof the following new section:

“8 16. State-conducted lotteries
“The provisions of chapter 61 and of sections 1084 and

1953 of this title shall not apply with respect to any lottery




conducted by any agency of a State or of the District of
Columbia aeting under authority of law.”

(b) The table of contents of 1'|1:|pl|‘|‘ 1 of title 18 of

the ['nited States Code is amended by adding at the end

thereof the following new item:

*16. State-conducted lotteries.”
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IN THE HOUSE OF REPRESENTATIVES

JaNuary 9, 1973
Mr. Broomriern (for himself, Mr. Brows of Michigan, Mr. Cebernere, Mr.
Dicas, Mr. Dixcerr, Mr. Witntas D. Foro, Mr. Harvey, Mr. Nepzi, and
Mr. Rigere) introduced the following bill; which was referred to the Com-
mittee on the Judiciary !

A BILL

amend title 18 of the United States Code to permit the
transportation, mailing, and broadeasting of advertising, in-
formation, and materials concerning lotteries authorized by

law and conducted by a State, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United Stales of America in Congress assembled,
That chapter 61, of title 18 of the United States Code (re-
lating to lotteries) is amended by adding at the end thereof
the following new section:

“8 1307, State-conducted lotteries
“(a) The provisions of sections 1301, 1302, 1303, and

1304 shall not apply to an advertisement, list of prizes, or in-




9
formation concerning a lottery condueted by a State acting
under the .-|i|:1||||‘|';‘\ of State law—
" (1) contaimed in a newspaper published in that

State, or

“(2) broadeast by a radio or television station lo-
cated in that State.

“(h) The provisions of sections 1301, 1302, and 1303
shall not apply to the transportation or mailing to addressees
within a State of tickets and other material coneerning a
lottery conducted hy that State acting under authority of
State law.

“(¢) For the purposes of this section ‘State’ means
State of the Unifed States, the District of Columbia, the
Commonwealth of Puerto Rico, or any territory or possession
of the United States,

“(d) For the purposes of this section ‘lottery’ means the
IH-H;EII_:' ol iI!'-Il'l'|-|1-' Ill‘l‘.l \'H{ from the ~;|1|‘ of tickets or l'][?l]l['t':\
and .':”ui!!'lluf those ]II'I!l‘l'l'd\ Or parts ':!Il'r'l"li }ll\' chance Lo one

or more chance takers or ticket purchasers. “‘Lottery’ does not

include the placing or accepling of bets or wagers on sporting

events or contests.”
SeC. 2. The sectional analysis for chapter 61 is amended
by adding the following item:

“1307. State-conducted lotteries.”,




Sie. 3. Seetion 1953 () of title 18 of the United States

(‘ode 1s amended by l'|'|2|[1'__':i'||_‘_'_ the ]u‘[']m[ to a comma and

adding: “or (4) equipment, tickets, or materials used or

designed for use within a State in a lottery conducted by that
State acting under ;lll.‘hu]'it_\' of State law.”

Src. 4. Section 3005 of title 39 of the United States
Code is amended l..\,' atli:i'lllj_" at the end thereof the following
subsection:

“(d) Nothing in this section shall prohibit the mailing of
(1) a newspaper ol _'_;l‘lu']'.‘tl l'ir'l'il[::linn Il]]]l!i\-il{'li .Ill a State
containing advertisements, lists of prizes, or information con-
cerning a lottery conducted by that State acting under author-
ity of State law, or (2) tickets or other materials eoncerning
such a lottery within that State to addressees within that
State. For the purposes of this subsection, ‘State’ means a
State of the United States, the District of Columbia. the
‘I”illllllf'll\\'l';lh]} of ]‘Iil‘l'][} ]:irn. .'l||!1 any T:‘!‘]'ilul‘_\' Oor posses-

sion of the United States.”
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IN THE HOUSE OF REPRESENTATIVES

JaNuvary 9, 1973
Mr. Howarn introduced the following bill; which was referred to the Com
mittee on the Judiciary

A BILL

To amend fitle 18 of the United States Clode to permit the mail-
ing of lottery tickets and related matter, the broadeasting or
televising of lottery information, and the transportation and
advertising of lottery tickets in interstate commerce, but

only where the lottery is condueted by a State agency.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That (a) chapter 1 of title 18 of the United States Code
(relating to gencral provisions) is amended by adding at
the end thereof the following new section:

“§ 16. State-conducted lotteries
“The provisions of chapter 61 and of sections 1084 and

1953 of this title shall not apply with respect to any lottery




conducted by any agency of a State or of the District of

Columbia acting under authority of law,”

(b) The table of contents of chapter 1 of title 18 of

the United States Clode is amended by adding at the end

thereof the following new item:

*16. State-conducted lotteries.”




148

930 CONGRESS
18T SesstoN H R 1 99 1
[ L ]

IN THE HOUSE OF REPRESENTATIVES

Jaxuany 15,1973
Mr. Boraxp introduced the following bill; which was referred to the Com
mittee on the Judiciary

A BILL

To amend title 18 of the United States Code to permi the trans-
portation, mailing, and broadeasting of advertising, informa-
tion, and materials concerning lotteries authorized by law

and conducted by a State, and for other purposes.

Be it enacted by the Senate and House of Represenla-
tives of the United States of America in Congress assembled,
That chapter 61, of title 18 of the United States Code (re-
lating to lotteries) is amended by adding at the end thereof
the following new section:

“8 1307. State-conducted lotteries
“(a) The provisions of sections 1301, 1302, 1303, and

1304 shall not apply to an advertisement, list of prizes, or




mformation concerning a |u‘.[t-i'_\' conducted 1._\' a State ;u'lillf..’
under the authority of State law—
“(1) contained in a newspaper published in that
State, or
“(2) broadeast by a radio or television station lo-
cated in that State,
*(b) The provisions of sections 1301, 1302, and 1303
shall not :I}Jlﬂ'\' to the fI'.‘IIl.‘-IuIi'f.‘il}!lll or iu;i”i]lg to addressees

within a State of tickets and other material concerning a

]lrlll']"\' condueted |_av\' that Btate .'ll"‘lli'_’: under .‘IllT]M‘iI} of

State law,

“(e) For the purposes of this section ‘State’ means a
State of the Unifed Bfates, the District of Columbia, the
Commonwealth of Puerto Rico, or any territory or possession
of the United States,

“(d) For the purposes of this section ‘lottery’ means the
pooling of proceeds derived from the sale of tickets or chances
and <t”“.’fi||j_f those [II'll!'l’!'iI‘-’ or parts thereof :1_\ chance to one
or more chance takers or ticket purchasers. ‘Lottery’ does not
include the placing or accepting of bets or wagers on sporting
events or contests,”

Sko. 2. The sectional analysis for chapter 61 is amended
by adding the following item:

“1307. State-conducted lotteries.”,




SEC. 3. Section 1953 (b) of title I8 of the United States
Code is amended by changing the period to a comma and
adding: “or (4) equipment, tickets, or materials used or
designed for use within a State in a lottery conducted by that
State acting under aunthority of State law.”

SEC. 4. Section 3005 of title 39 of the United States
Code is amended by adding at the end thereof the following
subsection:

“(d) Nothing in this section shall prohibit the mailing of
(1) a newspaper of general circulation published in a State
containing advertisements, lists of prizes, or information con-
cerning a loftery conducied by that State acting under author-
ity of State law, or (2) tickets or other materials concerning
such a |ull1'r.\ within that State to addressces within that
State. For the purposes of this subseetion, ‘State’ means a

State of the United States, the Distriet of Columbia, the

Commonwealth of Puerto Rico, and any l'l'r'r'Il:1|"\' Or POSSes-

sion of the United States.”
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IN THE HOUSE OF REPRESENTATIVES

JaNuary 23,1973
Mr. Rurre introduced the following bill; which was referred to the Com-
mittee on the Judiciary

A BILL

To amend fitle 18 of the United States Code to permit the
mailing of lottery tickets and related matter, the hroadeast-
Er!_l_[ or Il'lc-\'ir-'ill_u‘ of |rIIT|-|‘_\' information, and the transporta-
tion and advertising of |rllrl-|'_\' tickets in interstate commerce,

but only where the lottery is conducted by a State agency.
Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That (a) chapter 1 of title 18 of the United States Code
(relating to general provisions) is amended by adding at
the end thereof the following new seetion:
“§ 16. State-conducted lotteries
“The provisions of chapter 61 and of sections 1084 and

1953 of this title shall not apply with respect to any lottery




conducted by any agency of a State or of the District of
Columbia acting under authority of law.”

(b) The table of contents of chapter 1 of ftitle 18 of

the United States Code is amended by adding at the end

thereof the following new item :

“16, State-conducted lotteries,”,
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IN THE HOUSE OF REPRESENTATIVES

January 31, 1973
Mirs. (Grasso introduced the following bill; which was referred to the Com-
mittes on the Judiciary

A BILL

To amend title 18 of the United States Code to permit the mail-
ing of lottery tickets and related matter, the broadcasting or
televising of lottery information, and the transportation and
advertising of lottery tickets in interstate commerce, but

only where the lottery is conducted by a State agency.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That (a) chapter 1 of title 18 of the United States Code
(relating to general provisions) is amended by adding af
the end thereof the following new section:

“§16. State-conducted lotteries
“The provisions of chapter 61 and of sections 1084 and

1953 of this title shall not apply with respect to any lottery




conducted by any agency of a State or of the District of

Columbia acting under authority of law.”

(b) The table of contents of chapter 1 of title 18 of

the United States Code is amended by adding at the end
thereuf the following new item:

“16. State-conducted lotteries.”.
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IN THE HOUSE OF REPRESENTATIVES
Jaxuvary 31,1973

Mr. Saxpaan introduced the following bill; which was referred to the Com-
mittee on the Judiciary

A BILL

To amend title 18 of the United States Code to permit the
transportation, mailing, and broadeasting of advertising, in-
formation, and materials concerning lotteries authorized by

law and conducted by a State, and for other purposes.

2e it enacled by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That chapter 61, of title 18 of the United States Code "(re-
lating to lotteries) is amended by adding at the end thereof
the following new section:
“8 1307. State-conducted lotteries

“(a) The provisions of sections 1301, 1302, 1303, and
1304 shall not apply to an advertisement, list of prizes, or in-
formation concerning a lottery conducted by a State acting

under the authority of State law—




“(1) contained in a newspaper published in that

State, or

“(2) broadeast by a radio or television station lo-
cated in that State.

“(h) The provisions of sections 1301, 1302, and 1303
shall not apply to the transportation or mailing to addressees
within a State of tickets and other material concerning a
lottery conducted |n_\' that State acting under authority of
State law.

“(¢) For the purposes of this section ‘State’ means a
State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, or any territory or possession
of the United States,

“(d) For the purposes of this section ‘lottery’ means the
pooling of proveeds derived from the sale of tickets or chances
and allotting those proceeds or parts thereof by chance to one

or more chance takers or ticket purchasers. ‘Lottery’ does not

include the placing or aceepting of bets or wagers on sporting

events or contests.”

SEc. 2. The sectional analysis for chapter 61 is amended
by aading the foliowing item:
#1307, State-conducted lotteries.”.

SEc. 3. Section 1953 (b) of title 18 of the United States
Code is amended by changing the period to a comma and

adding: “or (4) equipment, tickeis, or materials used or




designed for use within a State in a lottery conducted by that

State acting under authority of State law.”

Sgo. 4. Section 3005 of title 39 of the United States
Code is amended by adding at the end thereof the following
subseetion:

“(d) Nothing in this section shall prohibit the mailing of
(1) a newspaper of general circulation published in a State
containing advertisements, lists of prizes, or information con-
cerning a lottery conducted by that State acting under author-
ity of State law, or (2) tickets or other materials concerning
such a lottery within that State to addressees within that
State. For the purposes of this subsection, ‘State’ means a
State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, and any territory or posses-

sion of the United States.”
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IN THE HOUSE OF REPRESENTATIVES
Frervary 6, 1073

Mr. Ennerc introduced the following bill; which was referred to the Com-

mittee on the Judiciary :

A BILL

To amend title 18 of the United States Code to permit the
transportation, mailing, and broadeasting of advertising,
information, and materials concerning lotteries authorized by

law and conducted by a State, and for other purposes.

Be it enacted by the Senate and House nl,f Re presenta-
tives of the United States of America in Congress assembled,
That this Act shall be cited as the “State Lottery Exemp-
tion Act of 1973 and that chapter 61, of title 18 of the

United States oCde (relating to lotteries) is amended by

adding at the end thereof the following new section:
“81307. State-conducted lotteries
“(a) The provisions of sections 1301, 1302, 1303, and

1304 shall not apply to an advertisement, list of prizes, or in-




9
formation concerning a lottery conducted by a State acting
under the anthority of State law
“(1) contained in a newspaper published in that
State, or
{._"i broadeast 1!_\ a radio or television station lo-
cated in that State,
“(b) The ]l|‘u\i~inl|< of sections 1301, 1302, and 1303
shall not apply to the transportation or mailing to addressees

within a State of tickets and other mategial concerning a

lottery conducted by that State acting under authority of

State law.

“(¢) For the purposes of this seetion ‘State’ means a
State of the United States, the District of (Columbia, the
Commonwealth of Puerto Rico, or any territory or possession
of the United States.

“(d) For the purposes of this section ‘lottery’ means the
l""'“n‘l ol ]'!'m'rl‘tI~ derived from the sale of tickets or chanees
and alloting those proceeds or parts thereof by chance to one
or more chance takers or ticket purchasers. ‘Lottery” does not
include the placing or aceepting of bets or wagers on sport-
ing events or contests.”

SEC. 2. The sectional :1]I:t|‘\"-.l‘~ for t']l:tll[t']‘ 61 1s amended
by adding the following item:

#1307, State-conducted lotteries.”.

Sic. 3. Section 1953 (b) of title 18 of the United States




Code i3 amended by changing the period to a comma and
adding: “or (4) equipment, tickets, or materials used or
designed for use within a State in a lottery conducted by that
State acting under authority of State law,”

SEC. 4. Section 3005 of title 39 of the United States
Code is amended by adding at the end thereof the following
subsection:

“(d) Nothing in this section shall prohibit the mailing
of (1) a newspaper of general circulation published in a
State containing advertisements, lists of prizes, or informa-
tion concerning a lottery conducted by that State acting
under authority of State law, or (2) tickets or other mate-
rials concerning such a lottery within that State fo addressees
within that State. For the purposes of this subseetion, ‘State’

means a State of the United States, the Distriet of Columbia,

the Commonwealth of Puerto Rico, and any territory or

possession of the United States,”
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IN THE HOUSE 01" REPRESENTATIVES

Fenrvany 7, 1973

Mr. Wyaan introduced the following bill; which was referred to the Com
mittee on the Judiciary

A BILL

Establishing a National Lottery Commission, providing for na-
tional drawings and a sharing of proceeds with participating
States.

1 Be it enacted by the Senate and House of Representn-

9 tives of the United States of America in Congress assembled,

3 That chapter 95 of title I8 of the United States C'ode (relat-
ing to racketeering) is amended by adding at the end thereof
the following new section:

“§1955. Engaging in numbers games
“(a) Whoever in the United States conducts, assists in
conducting, places a wager in or receives a wager placed in,

or otherwise engages in any numbers, policy, holita, or simi-




lar game shall be fined not more than $5,0C0 or ';w_|1-1':.\:=|n-|1
for not more than one year, or botli.

“(b) This section and section 1953 shall not apply to
any national lottery condueted by the National Lottery
Commission.”

See. 2. (a) There is hereby established a National Lot-
tery Commission (hereinafter in this Aet referred to as the

“Clommmission™) 1o bhe l‘IIIJilI!J\l‘Il of three members to he ap

pointed by the President, by and with the adviee and consent

of the Senate. For administrative purposes, the Commnission
shall be treated as part of the Aleohol, Tobacco. and Firearms
Division of the Internal Revenune Serviee.

“’] Ench member of the Commission shall receive com
]It']l“-.‘”i”]l at the annnal rate of $40.000.

(¢) The term of office of members shall be five years. A
member shall he eligible for reappointment once but not a
second time.

(d) Any vacaney in the Commission shall be filled in
!ll{' same manner as !!u- r-i'i;{{l':li ;I[qurinihu-ﬂh K1 5]:[‘ ( .i'llllilix
sion. Vaeancies in the Commission, so long as there are two
ItJ(‘Iuiu'T- mn ll[iili“ *]:.‘IH nol illl’m'll' the powers ol ]il" (“om-
mission to execute its funetions under this Aet, and two of the
members in office shall constitute a gnorum,

(¢) Members of the Commission shall have had prior

experience and training in law enforeement and demon-




strated exemplary records in positions of publie trust and

responsibility either State or Federal.

(f) Not more than two members of the Comunission
in office at any time shall be members of the same political
party.

(¢) The Commission shall preseribe such rules and
regulations, and employ siach personnel, as may be neces-
sary in the exercise of its functions under this Aect.

SEc. 3. The National Lottery Commission shall con-
duet a national lottery at least once each month. It shali
conduet a national }ui‘.l-!"\‘ more il'l'llll'\'llll‘\' if it decms
fit, and daily, in its diseretion, when and as electronic
equipment and technology renders daily drawings feasible.
It being the intention and authorization of this Act that the
Commission shall provide to persons the opportunity to wager
4 number upon more favorable terms and in a more reliable
manner than is presently availabie to theim through the
underworld.

Sec. 4. (a) The Bureau of Engraving and Printing in
the Department of the Treasury shall print numbers on
stamps in sheeis of one hundred. The Bureau shall use
the latest means to prevent the ability to counterfeit such
stamps.

(h) The Commission shall distribute these sheets to

the post offices located throughout the United States either
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in participating States or in exclusively Federal areas.
While such post offices shall be -the primary outlets for
cach distribution of stamps, the Commission may from
time to time provide for additional outlets for such dis-
tributions.

(¢) The price of each numbered stamp shall be
established by the Commission but shall not be less than
25 cents.

(d) Stamps may be sold, for cash only, by the post
offices (or other outlets) to any adult applying therefor,
either singly or in quantity and may be resold by original
and subsequent purchasers. Stamps purchased in any mul-
tiple of one hundred shall be sold by post offices at a discount
of 10 per centum. No official identification or other form of
acereditation may be required of any person purchasing
or reselling such stamps.

(e) The stamps shall be bhearer stamps and shall be
honored for prize money by presentation by the bearer
thereof.

(f) The Commission shall reimburse the Post Office

Department for such additional administrative expenses as

it may incur by reason of the enactment of this Aect.

SEC. 5. (a) In the case of any lottery the pay-out for

the winning numbers shall not be less than 40 per centum




1

»

of the net proceeds of that lottery less the amounts payable
ander section 6. Such pay-out shall be distributed as follows:
(1) one winning number shall receive one-half of

one percent of the net proceeds; and
(2) other winning numbers shall share equally in

394 per centum of the net proceeds.

(b) Tlustrative example: If the net proceeds (that is,
the gross receipts less administrative expenses authorized by
this Aet) of any drawing (whether monthly or more fre-
quently) are $100,000,000, the pay-out to individual win-
ners will be $40,000,000 distributed as follows:

(1) one individual winner will receive $500,000,
and

(2) Seven thousand nine hundred individual win-
ners will receive $5,000 each.

(¢) Any amount received by an individual by reason of
holding a winning number in a national lottery conducted
under this Act shall be exempt from all taxation, Federal,
State, or local.

(d) Any individual holding a winning number may
establish his entitlement by presenting the winning number
to any post office at which stamps for such lottery were

available for sale. Upon presentation, the postmaster or other

person in charge of such outlet shall certify that the individ-




6
ual has presented that number; and, after certification by the
National Lottery Commission that it is a winning number
and the amount of the winnings, the number shall be trans-
mitted to the Commission for issnance of its draft in payment
therefor.

(e) Prize money remaining unclaimed thirty days fol-
lowing the drawing shall be held by the Commission in es-
crow account for one year thereafter. Prize money unelaimed
on the four hundredth day following the drawing shall
escheat to the general funds of the United States Treasury.

SEC. 6. (a) Any of the several States may elect not to
]l:lrfit'ilmin.‘ in such national lotteries [n_\‘ S0 vvriii'_\']n;: to the
Commission on or before the ninetieth day after the date of
the enactment of this Act. .\Ii_\' State which does not so elect
and certify shall be o participating State.

(b) On or before the 10th day after the close of each
calendar month the Commission shall distribute among the
several participating States 10 per centum of the net pro-
ceeds of any national lottery for which the drawing was held
during such month. The share of each participating State in
any such distribution shall be determined on the relation of
its population to the population of all participating States.

(¢) On or before the 10th day after the close of each

lottery participating States shall each receive an additional

distribution in an amount equal to 15 percentum of the




proceeds to any national lottery from the sale of suc h stamps
within the borders of that State.

(d) For purposes of this Act, the term “State” includes
the District of Columbia and any Territory or Trast Govern-
ment of the United States.

Spo. 7. The net proceeds of national lotteries m excess

of amounts needed for the pay-outs to holders of winning

numbers ]}ru\ilii-ll by section b and for the distributions to

p:ri‘e}--]i-;![ill;: States provided by section 6 shall be deposited

in the Treasury of the United States and shall be credited
as follows:

(1) the first $100,000,000 so deposited in each
calendar year shall be credited to the account of the
Law Enforcement Assistance Administration for use by
that Administration cooperatively with the several
States (whether or not such States are participating
States within the meaning of section 6) in fighting
crime, and

(2) the remaining amount so deposited in each
calendar year shall be eredited to the account of the De-
partment of Health, Education, and Welfare for use by
that Department to assist in the financing of such pro-
grams concerned with health, education, and welfare as
may be entrusted to its administrative responsibility by

the Congress from time to time.
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Sec. 8. (a) Chapter 61 of title 18 of the United States
Code (relating to lotteries) is amended by adding at the end
thereof the following new sections:

“§1307. National lotteries

“Sections 1301 to 1304, inclusive, of this chapter shall
not apply with respect to any national lottery conducted by
the National Lottery Commission.

“Whoever forges or counterfeits any stamp made for
purposes of a national lottery conducted by the National
Lottery Commission; or

“Whoever alters any number on such a stamp; or

“Whoever robs, purloins, or steals such a stamp; or

“Whoever offers for sale or sells any such forged, coun-
terfeited, altered, or stolen stamp, knowing it to be such: or

“Whoever presents any such forged, counterfeited, al-

tered, or stolen stamp to any person engaged in carrying out a

national lottery with intent to defraud the United States or

any participant in any such lottery—
“Shall be fined not more than $50.000 or imprisoned for
not more than ten years, or both.
“§ 1308. Sale of national lottery stamps at outlets in non-
participating States prohibited
“(a) Whoever offers for sale or sells any national lottery
stamp within the borders of a State which has elected not to

participate in national lotteries and has certified such elec-




tion within the time preseribed by law shall be fined not
more than $5,000 or imprisoned for not more than one year,
or hoth.”

(h) Section 4005 of title 39 of the United States Code

is amended by adding at the end thereof the following new

subsection :

“(dj This section shall not apply to any stamp made
for purposes of a national lottery condueted by the National
Lottery Commission or to any other matter related to such a
national lottery: and nothing in this section, seclion 4001,
or uny other provision of law shall be construed to make such
matter nonmailable,”

Ske. 9. (a) This Aet and the amendments made thereby
shall apply notwithstanding any other provision of law.

(h) Any law of the United States which is inconsistent
with this Aet or any amendment made thereby is, to the
extent of such il!l'lrilsihil‘lll"\’. |u‘l't-i|_\' l'l']w:ilt'li.

(¢; This Aet and the amendments made lI](‘]‘l'll\\' pre-
empt any law of any State in conflict therewith, and no law
of any State shall authorize any similar drawing: Provided,
however, That nothing in this Act or the amendments made
Ifll'l'l'h_\' shall be construed to invalidate existing State laws
permitting the conduct and operation of sweepstakes related
to parimutuel racing.

(d) If any provision of this Aet (including any amend-




10
ment made thereby) , or the application of any such provision

(0 any person or circumstances, is held wvalid, the remaining

such provisious, or the application of such remaining pro-

visions (o other persons or circumstances, shall not he affected
thereby.

SEe. 10, This Aet shall take effect on the day on whieh
this Act is enacted. The first three members of the National
Lottery Commission shall take office not later than sixty

days after such date of enactment.
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IN THE HOUSE OF REPRESENTATIVES

Marcu 8, 1973
wing bill; which was referred to the Com-

mittee on the Judiciary

A BILL

amend title 18 of the United States Code to pt-l'mii certain
broadcasts and mailings of advertisements of State-operated
lotteries.

Be it enacted by the Senale and House of f:’t'pf'n':«'rir!r:—
tives of the United States of America in Congress assembled,
That sections 1302 and 1304 of the United States Code
are amended by adding at the conclusion of each of such
sections the following new paragraph:

“Nothing in this section shall be construed to prohibit
any advertisement by a State, the Commonwealth of Puerto
Rico, or the District of Columbia, of any lottery operated by

such State, Commonwealth, or Distriet.”
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IN THE HOUSE OF REPRESENTATIVES

Marcu 20,1973
Mr. Mixisa introduced the following bill; which was referred to the Com-
mittee on the Judiciary

A BILL

To amend title 18 of the United States Code to permit the
transportation, mailing, and broadcasting of advertising,
information, and materials concerning lotteries authorized

by law and conducted by a State, and for other purposes.
Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That chapter 61, of title 18 of the United States Clode (re-
lating to lotteries) is amended by adding at the end thereof
the following new section:
“§ 1307. State-conducted lotteries
“(a) The provisions of sections 1301, 1302, 1303, and

1304 shall not apply to an advertisement, list of prizes, or in-




formation concerning a lottery conducted by a State acting
under the authority of State law—
“(1) coniained in a newspaper published in that

State, or

“(2) broadcast by a radio or television station lo-
cated in that State.

“(b) The provisions of sections 1301, 1302, and 1303
ghall not apply to the transportation or mailing to addressees
within a State of tickets and other material concerning a
lottery conducted by that State acting under authority of
State law,

“(¢) For the purposes of this section *State’ means a
State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, or any territory or possession
of the United Stafes.

“(d) For the purposes of this section ‘lottery’ means the

Iinnlili_u' of |'|"r|'l'l‘¢i‘-' derived from the sale of tickets or chances

and allotting those proceeds or parts thereof by chance to one
or more chance takers or ticket purchasers. ‘Loitery’ does
not inelude the placing or accepting of bets or wagers on
sporting events or contests.”

Sre. 2. The seetional analysis for chapter 61 is amended
by adding the following item:

“1307. State-conducted lotteries.”.
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Sec. 3. Seetion 1953 (b) of title 18 of the United States
Code is amended by changing the period to a comma and
adding: “or (4) equipment, tickets, or materials used or
t]l'\']ﬂ'l'll'll for use within a State m |u|it‘r"\' l‘li]|||'|]l'|l'l| |r}'
that State acting under authority of State law.”

SEc. 4. Section 3005 of title 39 of the United States
Clode 1s amended by adding at the end thereof the following
sithbseetion

“(d) Nothing in this section shall prohibit the mailing of
(1) a newspaper of general circulation published in a State
containing advertisements, lists of prizes, or information con-
cerning a lottery conducted by that State acting under an-
thority of State law, or (2) tickets or other materials con-

cerning such a lottery within that State to addressees within

that State. For the purposes of this subsection, ‘State’ means

a State of the United States, the Distriet of Columbia, the
Commonwealth of Puerto Rico, and any territory or posses-

sion of the United States.”
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IN THE HOUSE OF REPRESENTATIVES

Arnin 2,1973
Mr. O'Hana introduced the following bill; which was referred to the Com-
mittee on the Judiciary

A BILL

To amend title 18 of the United States Code to permit the
transportation, mailing, and broadcasting of advertising,
information, and materials concerning lotteries authorized by

law and conducted by a State, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That chapter 61, of title 18 of the United States Code (re-
lating to lotteries) is amended by adding at the end thereof
the following new section:

“§1307. State-conducted lotteries

‘(a) The provisions of sections 1301, 1302, 1303, and
1304 shall not apply to an advertisement, list of prizes, or in-
formation concerning a lottery conducted by a State acting

under the anthority of State law—




“(1) contained in a newspaper published in that

State, or

“(2) broadcast by a radio or television station lo-
cated in that State.

“(b) The provisions of sections 1301, 1302, and 1303
shall not apply to the transportation or mailing to addressces
within a State of tickets and other material coneerning a
lottery conducted by that State acting under authority of
State law.

“(¢) For the purposes of this section ‘State’ means a
State of the United States, the District of Columbia, the
Commonwealth of Puerto Rieo, or any territory or possession
of the United States,

“(d) For the purposes of this section ‘lottery’ means the
pooling of proceeds derived from the sale of tickets or chances
and allotting those proceeds or parts thereof by chance to one
or more chance takers or ticket purchasers. ‘Lottery” does not
include the placing or accepting of bets or wagers on sporting
events or I'llli‘l"“\i?\.”

SEC. 2. The sectional analysis for chapter 61 is amended
by adding the following item:

“1307. State-conducted lotteries.”,
Sec. 3. Section 1953 (b) of title 18 of the United States

Code is amended by changing the period to a comma and

adding: “or (4) equipment, tickets, or materials used or




designed for use within a State in a lottery condneted by that

State acting under authority of State law.”

Sec. 4. Section 3005 of title 39 of the United States
Code is amended by adding at the end thereof the following
subsection:

“(d) Nothing in this section shall prohibit the mailing of
(1) a newspaper of general eirculation published in a State
containing advertisements, lists of prizes, or information con-
cerning a lottery conducted by that State acting under author-
ity of State law, or (2) tickets or other materials concerning
such a lottery within that State to addressees within that
State. For the purposes of this subsection, ‘State’ means a
State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, and any territory or posses-

'

sion of the United States.’
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IN THE HOUSE OF REPRESENTATIVES

Armr 38,1973

Mr. Vanoer Jaer introduced the follow i]l;_' bill ; which was referred to the Com-
mittee on the Judiciary

A BILL

To amend title 18 of the United States Clode to permit the
transportation, mailing, and broadeasting of advertising, in-
formation, and materials concerning lotteries authorized h}'

law and conducted by a State, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That chapter 61, of title 18 of the United States Code (re-
lating to lotteries) is amended by adding at the end thereof
the following new section:

“g 1307. State-conducted lotteries
“(a) The provisions of sections 1301, 1302, 1303, and

1304 shall not apply to an advertisement, list of prizes, or




information concerning a lottery conducted by a State acting
under the authority of State law—
“(1) contained in a newspaper published in that
State, or
“(2) broadcast by a radio or television station
located in that State.

“(bh) The provisions of sections 1301, 1302, and 1303

shall not apply to the transportation or mailing to addressees

within a State of tickets and other material concerning a
lottery conducted by that State acting under authority of
State law,

“(¢) For the purposes of this section ‘State’ means a
State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, or any It'rritnl‘_\' or llu.\r-'(-s.\inll
of the United States.

“(d) For the purposes of this section ‘lottery” means the
pooling of proceeds derived from the sale of tickets or chances
and allotting those proceeds or parts thereof by chance to one
or more chance takers or ticket purchasers. ‘Lottery” does not
include the placing or accepting of bets or wagers on sporting
events or confests.”

SEc. 2. The sectional analysis for chapter 61 is amended
by adding the following item:

*1307. State-conducted lotteries.”.




SEc. 3. Section 1953 (b) of title 18 of the United States

Code is amended by changing the period to a comma and
adding: “or (4) equipment, tickets, or materials used or
designed for use within a State in a lottery conducted by
that State acting under authority of State law.”

SEc. 4. Seetion 3005 of title 39 of the United States
Code is amended by adding at the end thereof the following
subseection :

“(d) Nothing in this section shall prohibit the mailing
of (1) a newspaper of general circulation published in a
State containing advertisements, lists of prizes, or informa-
tion concerning a lottery conducted by that State acting
under authority of State law, or (2) tickets or other materials
concerning such a lottery within that State to addressees
within that State. For the purposes of this subsection, ‘State’
means a State of the United States, the Distriet of Columbia,
the Commonwealth of Puerto Rico, and any territory or

possession of the United States.”
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IN THE HOUSE OF REPRESENTATIVES

Armn. 12, 1973

Mr. Yatrox introduced the following bill; which was referred to the Com-
mittee on the Judiciary

A BILL

Exempting State lotteries from certain Federal prohibitions.

1 Be it enacied by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,
That this Aet shall be cited as the “State Lottery Exemption
Act of 1973".

Sec. 2. (a) Chapter 1 of title 18, United States Code
(relating to general provisions), is amended by adding at
the end thereof the following new section:

“8 16. State-conducted lotteries, sweepstakes, and wager-
ing poois

“(a) The provisions of chapter 61 and of sections 1084

11 and 1953 of this title shall not appily with respect to. any




lottery, sweepstakes, or wagering pool conducted by any

agency of a State acting under authority of State law.

“(b) For purposes of this section, ‘State’” includes any
of the several States of the Union, the Commonwealth of
Puerto Rico, the District of Columbia, or auy ferritory or
possession of the United States.”

(h) The table of contents of chapter 1 of such title 18
is amended by adding at the end thereof the following new
item:

“16. State-conducted lotteries, sweepstakes, and wagering pools.”.

Sec. 3. (a) Section 4402 of the Internal Revenue Code
of 1954 (relating to exemptions from the wagering tax) is
amended by striking out paragraph (3) and inserting in
lien thereof the following:

“(3) STATE-CONDUCTED LOTTERIES, ETC.—( I any
wager placed in a sweepstakes, wagering pool, or lottery
which is conducted by an agency of a State acting under
anthority of State law, but only if such wager is placed
with the State agency conducting such sweepstakes,
wagering pool, or lottery, or with its authorized employ-
ces or agents.”

(b) Section 4462 (h) of such Code (relating to ex-
clusions from definition of coin-operated gaming device) is

amended—




(1) by striking out “or” at the end of paragraph

(1),
(2) by striking out the period at the end of para-
graph (2) and inserting in lieu thereof “; or”, and

(3) by adding after paragraph (2) the following

new paragraph:

“(3) a vending machine which (A) dispenses
fickets on o sweepstakes, wagering pool, or lottery which
is conducted hy an agency of a State acting under au-

I

thority of State law and (B) is maintained by the State

agency condueting such sweepstakes, wagering pool, or

lottery, or by its authorized employees or agents.”

(¢) The amendment made by subsection (a) shall apply
with respect to wagers placed after the date of the enact-
ment of this Act. The amendments made by subsection (b)
shall apply with respect to periods after such date.

Sec. 4. Section 3005 of title 39, United States Code, is
amended by adding at the end thereof the following new
subsection

“(e) The provisions of subsection (a) of this section
shall not :||lpI‘\' to any Inltl'l‘_\'. ;_:Iﬂ |'lm'l‘lr|‘1.~'|‘, or scheme for
the distribution of money or of real or personal property, by
lottery, chance, or drawing of any kind conducted by any

agency of a State acting under authority of State law. For




1
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purposes of this subsection, ‘State’ includes any of the several

States of the Union, the Commonwealth of Puerto Rico, the
District of Columbia, or any territory or possession of the

United States.”.
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IN THE HOUSE OF REPRESENTATIVES

Armu 19, 1973
Mr. Sanrasix introduced the following bill; which was referred to the Com-

miitee on the Judiciary

A BILL

To amend title 18 of the United States Code to permit the trans-
portation, mailing, and broadcasting of advertising, informa-
tion, and materials concerning lotteries authorized by law
and conducted by a State, and for other purposes.

Be it enacted by the Senate and House of Representa-

tives of the United States of America in Clongress assembled,

That chapter 61 of title 18 of the United States Code (relat-
ing to lotteries) is amended by adding at the end thereof
the following new section :
“81307. State-conducted lotteries

“(a) The provisions of sections 1301, 1302, 1303, and
1304 shall not apply to an advertisement, list of prizes, or
information concerning a lottery conducted by a State acting

under the authority of State law—




“(1) contained in a newspaper published in that

State, or

“(2) broadeast by a radio or television station lo-
cated in a State conducting such a lottery.

“(b) The provisions of sections 1301, 1302, and 1303
shall not apply to the transportation or mailing to addresses
within a State of tickets and other material concerning a
lottery conducted by that State acting under authority of
Sate law.

“(e¢) For the purpose of this section ‘State’ means a
State of the United States, the District of Columbia, the
Commonwealth of Puerto Rieo, or any territory or possession
of the United States.

“(d) For the purposes of this section ‘lottery’ means

the pooling of proceeds derived from the sale of tickets or

chances and allotting those proceeds or parts thereof by

chance to one or more chance takers or ticket purchasers.
‘Lottery’ does not include the placing or accepting of bets
or wagers on sporting events or contests.”

SEc. 2. The sectional analysis for chapter 61 is amended
by adding the following item:
%1307. State-conducted lotteries.”.

SEe. 3. Section 1953 (b) of title 18 of the United States
Code is amended by changing the period to a comma and

adding: “or (4) equipment, tickets, or materials used or




designed for use within a State in a lottery conducted by that

State acting under authority of State law.”

Sgc. 4. Section 3005 of title 39 of the United States
Code is amended by adding at the end thereof the follow-
ing subsection :

“(d) Nothing in this section shall prohibit the mailing
of (1) a newspaper of general circulation published in a
State containing advertisements, list of prizes, or informa-
tion concerning a lottery conducted by that State acting
under authority of State law, or (2) tickets or other mate-
rials concerning such a lottéry within that State to addressees
within that State. For the purposes of this subsection, ‘State’
" means a State of the United States, the District of Columbia,
the Commonwealth of Puerto Rico, and any territory or

pn:\:S('R:a'lull of the United States.”.
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IN THE HOUSE OF REPRESENTATIVES

May 1,1973

Mr. Rooxey of Pennsylvania (for himself and Mr. HARRINGTON) introduced
the following bill; which was referred to the Committee on the Judiciary

A BILL

Exempting State lotteries from certain Federal prohibitions.

Be it enacted by the Senate and Ilouse of Representa-
tives of the United States of America in Congress assembled,
That this Act shall be cited as the “State Lottery Exemption
Act of 1972".

Sec. 2. (a) Chapter 1 of title 18, United States Code
(relating to general provisions), is amended by adding at
the end thereof the following new section:

“8 16. State-conducted lotteries, sweepstakes, and wager-
ing pools

“(a) The provisions of chapter 61 and of sections 1084

and 1953 of this title shall not apply with respect to any




lottery, sweepstakes, or wagering pool conducted by any

agency of a State acting under authority of State law.

“(b) For purposes of this section, ‘State’ includes any
of the several States of the Union, the Commonwealth of
Puerto Rico, the District of Columbia, or any territory or
possession of the United States.”

(b) The table of contents of chapter 1 of such title 18
is amended by adding at the end thereof the following new
item:

“16. State-conducted lotteries, sweepstakes, and wagering pools.”.

Sec. 3. (a) Section 4402 of the Internal Revenue Code
of 1954 (relating to exemptions from the wagering tax) is
amended by striking out paragraph (3) and inserting in
lien thereof the following:

“(3) STATE-CONDUCTED LOTTERIES, ETC.—On any
wager placed in a sweepstakes, wagering pool, or lottery
which is conducted by an ageney of a State acting under
authority of State law, but only if such wager is placed
with the State agency conducting such sweepstakes,
wagering pool, or lottery, or with its authorized employ-
ees or agents.”

(b) Section 4462 (h) of such Code (relating to ex-
clusions from definition of coin-operated gaming device) is

amended—




3

(1) by striking out “or
(1),

(2) by striking out the period at the end of para-

at the end of paragraph

graph (2) and inserting in lieu thereof “; or”, and
(3) by adding after paragraph (2) the following
new paragraph:

“(3) a vending machine which (A) dispenses

tickets on a sweepstakes, wagering pool, or lottery which

is conducted by an agency of a State acting under au-

thority of State law and (B) is maintained by the State

agency conducting such sweepstakes, wagering pool, or
lottery, or by its authorized employees or agents.”

(¢) The amendment made by subsection (a) shall apply
with respect to wagers placed after the date of the enact-
ment of this Act. The amendments made by subsection (b)
shall apply with respect to periods after such date. .

SEe. 4. Section 3005 of title 39, United States Code, is
amended by adding at the end thereof the following new
subsection:

“(¢) The provisions of subsection (a) of this section
shall not apply to any lottery, gift enterprise, or scheme for
the distribution of money or of real or personal property, by
lottery, chance, or drawing of any kind conducted by any

agency of a State acting under authority of State law. For




4

purposes of this subscetion, ‘State’ includes any of the several

States of the Union, the Commonwealth of Puerto Rico, the
District of Columbia, or any territory or possession of the

]

United States.”.
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May 10,1973

Mr. McKin~ey introduced the following bill; which was referred to the Com-
mittee on the Judiciary

A BILL

To amend title 18 of the United States Code to permit the
transportation, mailing, and broadcasting of advertising, in-
formation, and materials concerning lotteries authorized by

law and conducted by a State, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That chapter 61 of title 18 of the United States Code (re-
lating to lotteries) is amended by adding at the end thereof
the following new section:

“§1307. State-conducted lotteries
“(a) The provisions of sections 1301, 1302, 1308, and

1304 shall not apply to an advertisement, list of prizes, or




2
information concerning a loftery conducted by a State
acting under the authority of State law—
“(1) contained in a newspaper published in that
State, or
“(2) broadeast by a radio or television station lo-

cated in a State conducting such a lottery.

“(b) The provisions of sections 1301, 1302, and 1303

shall not apply to the transportation or mailing to addresses
within a State of tickets and other material concerning a
lottery conducted by that State acting under authority of
State law.

“(¢) For the purposes of this section ‘State’ means a

State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, or any territory or posses-
sion of the United States.
“(d) For the purposes of this section ‘lottery’ means
the pooling of proceeds derived from the sale of tickets or
chances and allotting those proceeds or parts thereof by
chance to one or more chance takers or ticket purchasers.
‘Lottery” does not include the placing or accepting of bets
or wagers on sporting events or contests.”

SEC. 2. The sectional analysis for chapter 61 is amended
by adding the following item:

“1307. State-conducted lotteries.”.




3
Skc. 3. Section 1953 (b) of title 18 of the United
States Code is amended by changing the period to a comma
and adding: “or (4) equipmient, tickets, or materials used
or designed for use within a State in a lottery conducted by
that State acting under authority of State law.”

SEC. 4. Section 3005 of title 39 of the United States Code

is amended by adding at the end thereof the following sub-

section:

“(d) Nothing in this section shall prohibit the mailing
of (1) a newspaper of general circulation published in a
State containing advertisements, lists of prizes, or information
concerning a lottery conducted by that State acting under
authority of State law, or (2) tickets or other materials con-
cerning such a lottery within that State to addressees within
that State. For the purposes of this subsection, ‘State’ means
a State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, and any territory or pos-

gession of the United States.”.
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IN THE HOUSE OF REPRESENTATIVES

JaNuvary 23,1974

Mr. Fixpuey introduced the following bill; which was referred to the Com-
mittee on the Judiciary

A BILL

To amend title 18 of the United States Code to permit the maii-
ing, broadcasting, or televising of lottery information and
the transportation, mailing, and advertising of lottery tickets
in interstate commerce but only concerning lotteries which

are lawful.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That chapter 61 of title 18 of the United States Code (relat-
ing to lotteries) is amended by adding at the end thereof
the following new section:

“81307, Lotteries which are lawful in the State in which
they are conducted 3
“(a) The provisions of seciions 1301, 1302, 1303, and




2
1304 shall not apply to an advertisement, list of prizes, or
information concerning a lottery which is lawful in the State
in which it is conducted and which is (1) contained in any
newspaper of geperal circulation, or (2) broadcast by a
radio or television station in any State.

“(b) The provisions of sections 1301, 1302, and 1303
shall not apply to the transportation or mailing of tickets
and other materials concerning a lottery which is lawful in
the State in which it is conducted.

“(c¢) For the purposes of this section ‘State’ means a

State of the United States, the District of Columbia, the

Commonwealth of Puerto Rico, or any territory or possession

of the United States,

“(d) For the purposes of this section ‘lottery’ means
the pooling of proceeds derived from the sale of tickets or
chances and allotting those proceeds or parts thereof by
chance to one or more chance takers or ticket purchasers.
‘Lottery’ does not include the placing or accepting of bets
or wagers on sporting events or contests.”.

SEo. 2. The sectional analysis for chapter 61 is amended

by adding the following item:

“1307. Lotteries which are lawful in the State in which they are con-
ducted.”.

SEc. 3. Section 1953 (b) of title 18 of the United States
Code is amended by changing the period to a comma and

adding “or (4) equipment, tickeis, or material used or
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designed for use in a lottery which is legal in the State in
which it is conducted.”.

SEC. 4. Section 3005 of title 39 of the United States
Code is amended by adding at the end thereof the following
subsection:

“(d) Nothing in this section shall prohibit the mailing
of (1) a newspaper of general circulation containing adver-
tisements, lists of prizes, or information concerning a lottery
which is legal in the State in which it is conducted, or (2)
tickets or other materials concerning such a lottery. For the

purposes of this subsection, ‘State’ means a State of the

United States, the District of Columbia, the Commonwealth

of Puerto Rico, and any territory or possession of the United

States.”.
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IN THE HOUSE OF REPRESENTATIVES

Jaxuary 30,1974

Mr. Roxcarro of New York introduced the following hill; which was referred
to the Committes on the Judiciary

A BILL

To amend title 18 of the United States Code to permit the mail-
ing, broadcasting, or televising of lottery information and
the transportation, mailing, and advertising of lottery tickets
or any other materials concerning lotteries in interstate
commerce, but only with respect to lotteries which are lawful

in the State in which conducted.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That chapter 61 of title 18 of the United States Code (relat-
ing to lotteries) is amended by adding at the end thereof
the following new section:

“81307. Lotteries which are lawful in the State in which
they are conducted

“(a) The provisions of sections 1301, 1302, 1303, and




2
1304 shall not apply to an advertisement, list of prizes, or
information concerning a lottery which is lawful in the State
in which it is conducted and which is (1) contained in any
newspaper of general circulation, or (2) broadcast by a
radio or television station in any State.
“(b) The provisions of sections 1301, 1302, and 1303

shall not apply to the transportation or mailing of tickets

or any other materials concerning a lottery which is lawful

in the State in which it is conducted.

“(¢) For the purposes of this section ‘State’ means a
State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, or any territory or possession
of the United States.

“(d) For the purposes of this section ‘lottery’ means
the pooling of proceeds derived from the sale of tickets or
chances and allotting those proceeds or parts thereof by
chance to one or more chance takers or ticket purchasers.
‘Lottery” does not include the placing or accepting of bets
or wagers on sporting events or contests.”.

SEc. 2. The sectional analysis for chapter 61 is amended

by adding the following item:

“1307. Lotteries which are lawful in the State in which they are con-
ducted.”.

SEC. 3. Section 1953 (b) of title 18 of the United States
Code is amended by changing the period to a comma and

adding “or (4) equipment, tickets, or material used or




3
designed for use in a lottery which is legal in the State in
which it is condueted.”.

Sec. 4. Section 3005 of title 39 of the United States
(Clode is amended by adding at the end thereof the following
subsection:

“(d) Nothing in this section shall prohibit the mailing
of (1) a newspaper of general circulation containing adver-
tisements, lists of prizes, or information concerning a lottery
which is legal in the State in which it is conducted, or (2)

tickets or any other materials concerning sach a lottery. For

the purposes of this subsection, ‘State’ means a State cf the

United States, the District of Columbia, the Commonwealth
of Puerto Rico, and any territory or possessicn of the United

States.”.
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IN THE HOUSE OF REPRESENTATIVES

Frpruany 28, 1974
Mr. Crevevaxp introduced the following bill ; which was referred to the Com-
nittee on the Judiciary

A BILL

To amend title 18 of the United States Code to permit the trans-
portation, meiling, and broadeasting of advertising, informa-
tion, and materials concerning lotteries authorized by law

and conducted by a State, and for other purposes.

Be it enacted by the Senate and House of Represenla-
tives of the Uniled Stales of America in Congress assembled,
That chapter 61 of title 18 of the United States Code (relat-
ing to lotteries) is amended by adding at the end thereof
the following new section:

“8 1307. State-conducted lotteries

“(a) The provisions of sections 1301, 1302, 1303, and
1304 shall not apply to an advertisement, list of prizes, or
information concerning a lottery conducted by a State acting

under the authority of State law—
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“(1) contained in a newspaper published in that

Stade, or

“(2) broadecast by a radio or television station lo-
cated in a State conducting such a lottery.

“(b) The provisions of sections 1301, 1302, and 1303
shall not apply to the transportation or mailing to addresses
within a State of tickets and other material concerning a
lottery conducted by that State acting under authority of
State law.

“(¢) For the purpose of this section ‘State’ means a
State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, or any territory or possession
of the United States.

“(d) For the purposes of this section ‘lottery’ means
the pooling of proceeds derived from the sale of tickets or
chances and :|1|n{|i]|;_{ those pl‘nt‘t‘ml\\ or paris thereof ]l_\'
chance to one or more chance takers or ticket }}1|I‘('|1.'|-=-:‘.-.
‘Lottery’ does not include the placing or accepting of bets
Or wagers on sporting events or contests.”

20 Ske. 2. The sectional analysis for chapter 61 is amended

5 , / s
21 )y adding the following item:

“g 1307. State-conducted lotteries.”.

22 SEc. 3. Section 1953 (b) of title 18 of the United States

23 Code is amended by changing the period to a comma and

24 adding: “or (4) equipment, tickets, or materials used or




designed for use within a State in a lottery condueted by that
State .'|t‘til|;f under :lllllllll'if‘\' of State law,”

SEC. 4. Section 3005 of title 39 of the United States
Code is amended by adding at the end thereof the folloav-
ing subseetion :

“(d) Nothing in this section shall prohibit the mailing
of (1) a newspaper of general circulation published in a
State containing advertisements, list of prizes, or informa-
tion concerning a lottery conducted by that State acting
under authority of State law, or (2) tickets or other mate-

rials concerning such a lottery within that State to addressees

within that State. For the purposes of this subsection, ‘State’

means a State of the United States, the Distriet of Columbia,
the Commonwealth of Puerto Rico, and any territory or

possession of the United States.”.
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IN THE HOUSE OF REPRESENTATIVES

Marcu 5, 1974

Mr. Hocax introduced the following bill; which was referred to the Com-
mittee on the Judiciary

A BILL

To amend titles 18 and 39 of the United States Code, to exempt
State-conducted lotteries from certain prohibitions of Fed-
eral law.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That (a) section 1084 of title 18, United States Code, is
amended by adding at the end thereof the following new
subsection :

““(e) Nothing in this section shall be construed to pre-
vent the transmission of any information with respect to
lotteries, gift enterprises, or similar schemes conducted by
any agency of a State under anthority of law from any State

in which such lotteries, gift enterprises, or similar schemes




are conducted into any State which has enacted a law

specifically permitiing the placing of beis or wagers on such

a lottery, giit enierprise, or similar scheme."”

(b) (1) Chapter 61 of title 18, United States Code, is
amended by adding at the end thereof the following new
section :

“8 1307. State-conducted lotteries, gift enterprises, or sim-
ilar schemes

“{a) Bections 1301, 1302, 1303, and, 1304 of this

chapter shall not apply with respect to any lotiery, gilt
enterprise, or similar scheme conducted by any agency of a
State under authority of law.

“(b) For the purposes of this section, the term ‘State’
means the several States, the District of Cielumbia, the Com-
monwealth of Puerto Rico, the Trust Territory of the Pacific
Islands, or any other territory or possession of the United
States,”

(2) The analysis of chapter 61 of title 18, United States
Code, is amended by adding at the end thercof the
following:

*1307. State-conducted lotieries, gift enterprises, or similar schemes.™,

(¢) Section 1953 (h) of title 18, United States Code, is
amended by inserting immediately after “publication” the

following: “, or (4) the (ransporiation of any materials

or information with respect 1o lotteries, oifi 1’1'.I:'r}lti\l'-', or




similar schemes conducted by any agency of a State under
authority of law from any State in which such lotteries, gift
enterprises, or similar schemes are conducted into any State
which has enacted a law specifically permitting the placing
of bets or wagers on such a lottery, gift enterprise, or similar
scheme”.

Sie. 2. Section 3005 of title 39, United States Code, is
amended by redesignating subsection (c) as subsection (d)
and by inserting immediately after subsection (b) the fol-
lowing new subsection :

“(¢) This section does not apply to any lottery, gift
enterprise, or scheme for the distribution of money or of real
property or personal property, by lottery, chance, or drawing
of any kind conducted by any agency of a State acting under
authority of law. For the purposes of this subsection, the

term ‘State’ means the several States, the Distriet of Colum-

bia, the Commonwealth of Puerto Rico, the Trust Territory

of the Pacific Islands, or any other territory or possession of

the United States.”




207

93p CONGRESS
R. 13388
® L

IN THE HOUSE OF REPRESENTATIVES

Marcn 12,1974

Mr. Conex introduced the following bill; which was referred to the Com-
mittee on the Judiciary

A BILL

To amend title 18 of the United States Code to permit the
transportation, mailing, and broadcasting of advertising, in-
formation, and materials concerning lotteries authorized by

law and conducted by a State, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United Stales of America in Congress assembled,
That chapter 61 of title 18 of the United States Code (re-
lating to lotteries) is amended by adding at the end thereof
the following new section:

6 “§1307. State-conducted lotteries
“(a) The provisions of sections 1301, 1302, 1303, and

1304 shall not apply to an advertisement, list of prizes, or




information coneerning a lottery conducted by
acting under the authority of State Jaw—
“(1) contained in a newspaper published in thal

State, or

“(2) broadeast hy a radio or television station lo-
cated i a State condu lil:_',: sneh a ]ﬂlh'i'l\'.

“(h) The |-j't|\'i-il|1i‘- of sections 1301, 1302, and 1303
shall not ;Illl![_\' to the rl':in\]ml‘f:tl'inn our ln.'l'llinu' to addresses
within a State of tickets and other material concerning
lottery conducted by that State acting under anthority of
State law.

“fe) Yor the PUrposes of this section ‘State’ means a
State of the United States, the Distriet of Columbia, the
Commonwealth of Puerto Rico, or any territory or posses-
sion of the United States.

“(d) For the purposes of this section ‘lottery’ means
the }"'EIHI:L' of ]'I'fH‘L-l‘ll- derived from the sale of tickets or
chances and allotting those ]P'I'lll‘l't'l]“- or parts thereof ]n_\'
chance to one or more chanee takers or ticket ]llll'!'ilil\l‘l'\.
'[.-Iili'l‘_\" does not include the [ri.‘n'jn_'_: or :it'\'t'l*iillg of bets
or Wagers on -\]n-t'iir'._u’ events or l'|-t|Tl’~I~i,"

Skc. 2. The sectional :.'r'.:ll_\ ;s for l']lr]llil'}' 61 is amended

by adding the following item:

“1307. State-conducted lotteries.”.
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SEc. 3. Section 1953 (b) of title 18 of the United
States Code is amended by changing the period to a comma
and adding: “or (4) equipment, tickets, or materials used
or designed for use within a State in a lottery conducted by
that State acting under authority of State law.”

SEC. 4. Section 3005 of title 39 of the United States Code
is amended by adding at the end thereof the following sub-
section

“(d) Nothing in this section shall prohibit the mailing
of (1) a newspaper of general circulation published in a
State containing advertisements, lists of prizes, or information
concerning a lottery conducted by that State acting under

authority of State law, or (2) tickets or other materials con-

cerning such a lottery within that State to addressees within

that State. For the purposes of this subsection, ‘State’ means
a State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, and any territory or pos-

session of the United States.”.
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IN THE HOUSE OF REPRESENTATIVES

Arrm. 23,1974
Mr. Fism introduced the following bill; which was referred to the Committee
on the Judiciary

A BILL

To amend title 18 of the United States Code to th’I'IJIii the
transportation, mailing, and broadcasting of advertising, in-
formation, and materials concerning lotteries authorized by
law and conducted by a State or by nonprofit organizations

in accordance with State law, and for other purposes.

Be it enacted by the Senate and House of Representa
tives of the United States of America in Congress assemblcd,
That chapter 61 of title 18 of the United States Code (re-
lating to lotteries) is amended lJ_\' adding at the end thereof
the following new section:

“81307. Lotteries of States and nonprofit organizations

“(a) The provisions of sections 1301, 1302, 1303, and
1304 shall not apply to an advertisement, list of prizes, or

information concerning a lottery conducted by an agency of




1 any State, or by any nonprofit organization, acting under
9 I|w:ltlt|mr'i¢l\'anI:ih' law—
“(1) contained in a newspaper published in that

State, or

“(2) broadeast by a radio or television station
located in that State.

“(b) The provisions of sections 1301, 1302, and 1303
shall not :1]1]:]_\' to the TI‘:!II?‘{HII‘TH”I'H or m:t”irl}_t to addresses
within a State of tickets and other material concerning a
lottery conducted by that State or by any nonprofit or-
ganization acting under the authority of State law.

“(e) For the purposes of this section ‘State’ means a
State of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, or any territory or posses-

15 sion of the United States.
“(d) For the purposes of this section ‘nonprofit or-
17 ganization’ means a religious, educational, scientific, phil-
18 anthropie, agricultural, labor, veterans, or fraternal organiza-
19 tion or association not organized for profit and none of the
99 mnet income of which inures to the benefit of any private
stockholder or other individual.
“(e) For the purposes of this section ‘lottery’ means

the pooling of proceeds derived from the sale of tickets or

chances and allotting those proceeds or parts thereof by

chance to one or more chanee takers or ticket purchasers.




‘Lottery’ does not include the placing or aceepting of bets
or wagers on sporting events or contests.”.

SEC. 2. The sectional analysis for chapter 61 is amended
by adding the following item:

#1307. Lotteries of States and nonprofit organizations.”.

Spe. 3. Section 1953 (b) of title 18 of the United
States Code is amended by changing the period to a comma
and adding “or (4) equipment, tickets, or materials used
or designed for use within a State in a lottery conducted by
that State or by any nonprofit organization acting under the
authority of State law.”.

SEc. 4. Section 3005 of title 39 of the United States
Code is amended by adding at the end thereof the following
subsection :

“(d) Nothing in this section shall prohibit the mailing
of (1) a newspaper of general circulation published in a

State containing advertisements, lists of prizes, or information

concerning. a lottery conducted by that State or, by any

nonprofit organization, acting under the authority of State
law, or (2) tickets, lists of prizes, or other information or
materials in connection with a lottery, gift enterprise, or
other scheme for the distribution of money or other real or
personal property by lottery, chance, or drawing of any
kind, conducted by an agency of that State, or by any
nonprofit organization, under the authority of the law of such

State, to addresses within that State, For the purposes of




this subsection, ‘State’ means a State of the United States,
the Distriet of Columbia, the Commonwealth of Puerto Rico,
and any territory or possession of the United States. For the

purposes of this subsection, ‘nonprofit organization” means a

religious, educational, scientific, philanthropie, agricultural,

labor, veterans, or fraternal organization or associaiion not
organized for profit and none of the net income of which
inures to the benefit of any private stockholder or other

individual.”,
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