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In the Year One Thousand Nine Hundred and Seventy-One.

Ordered, That the Committee on Government Regulations be 
authorized to make an investigation and study of the subject 
matter of the following house documents of 1970 numbered 1036, 
establishing a division of gaming within the office of the attorney 
general and providing for the allocation of receipts from gaming 
activities to the department of education and to cities and towns 
to be used for tax relief; 1918, authorizing the licensing of all 
gambling activities by the commissioner of public safety, 2332, 
relating to the ownership of horses and dogs participating in racing 
meetings; of the investigation and study proposed by house 
document numbered 2334, relative to off-track betting and sweep- 
stakes; of house documents numbered 2341, relative to off-track 
wagering; 2677, to further regulate off-track betting by licensing 
thereof; and 2678, to authorize legally constituted race tracks to 
conduct off-track betting at the race track under the pari-mutuel 
system of wagering, and in connection therewith said committee 
may sit during the recess of the general court.

Said committee shall be provided with quarters in the state 
house or elsewhere, may hold public hearings, may travel within 
and without the commonwealth, and may expend for clerical and 
other services and expenses such sums as may be appropriated 
therefore. Said committee may file reports from time to time, but 
shall file its final report together with drafts of legislation neces
sary to carry its recommendations, if any, into effect with the 
clerk of the house of representatives on or before the last 
Wednesday in January, nineteen hundred and seventy-two.

Adopted:
By the House o f  Representatives, March 25, 1971.
Bv the Senate, April 12, 1971.
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In the Year One Thousand Nine Hundred and Seventy-Two.

Ordered, That the time within which the committee on Govern
ment Regulations, authorized to make an investigation and study 
of the subject matter of certain nineteen hundred and seventy 
House documents relative to the establishment of a division of 
gaming in the office of the Attorney General and the distribution 
of the proceeds to cities and towns for tax relief and other related 
matters (under the provisions of an order adopted by the House of 
Representatives on March 25, 1971 and by the Senate on April 12, 
1971, see House, No. 5083), shall make its report is hereby 
extended to the last Wednesday in December, nineteen hundred 
and seventy-two.

Adopted:
By the House o f  Representatives, January 24, 1972 
By the Senate, January 25, 1972.
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LETTER OF TRANSMITTAL TO THE 
SENATE AND HOUSE OF REPRESENTATIVES

Jo  the Honorable Senate and House o f Representatives:

LADIES AND GENTLEMEN: — The Committee on Government 
Regulations authorized by H. 5083 of 1971, as amended by H. 
5031 of 1972, to make an investigation and study of the subject 
matter of certain house documents relating to public gaming, 
herewith submits its report and recommendations.

Respectfully submitted,

Sen. DENIS L. McKENNA, Chairman
Rep. ROBERT B. AMBLER, Chairman
Sen. ROBERT L. CAWLEY
Rep. THEODORE J. ALE1XO. JR.
Rep. RUDYCHMURA
Rep. J. LAURENCE GOLDEN, JR.
Rep. JAMES S. CONWAY
Rep. WILLIAM J. DIGNAN
Rep. ROBERT F. DONOVAN
Rep. EDWARD F. GALOTTI
Rep. ROBERT W. GILLETTE
Rep. DANIEL L. JOYCE, JR.
Rep. JAMES B. MOSELEY 
Rep. NORTON C. O’BRIEN 
Rep. C. VINCENT SHEA 
Rep. NORMAN S. WEINBERG
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1. AUTHORITY AND PURPOSE

The Committee on Government Regulations was authorized by 
H. 5083 of 1971, as amended by H. 5031 of 1972, to conduct a 
study of certain proposed gaming laws. Initially, the study was 
limited to certain specific proposals which covered a broad range 
of gambling activities, but as the study progressed its focus shifted 
to the concept of legalized off-track wagering. For reasons which 
will be discussed elsewhere in this report, the Committee’s final 
recommendation is that a provision for legalized wagering on sports 
events and off-track betting on races should be adopted, to be 
combined with the functions of the existing State Lottery, under 
the direction of a Public Wagering Commission.

There are at least three purposes which this type of legislation is 
designed to achieve. At a time when the public is simultaneously 
requesting more governmental services and showing less inclination 
to suffer additional increases in taxation to pay for them, the 
primary purposes of any government-controlled legalized wagering 
system must be to provide additional sources of revenue to 
government. In fact, Maryland Governor Marvin Mandel has refer
red to gambling as the “last untapped” source of such revenue. 
Additionally, legalized wagering must be viewed as a service to the 
public, for if there were no public demand for gambling, organized 
crime’s illegal gambling activities certainly would have ceased long 
ago. Finally, it is unquestionably a legitimate purpose of govern
ment to use the legalization of wagering as a vehicle to attack 
organized crime and its socially harmful consequences.

II LEGAL WAGERING IN THE UNITED STATES

The pari-mutuel operations connected with horse and dog racing 
comprise the largest single legal public gaming activity in the 
United States. In 1970, in the 30 states which offered horse racing, 
there was a total race attendance of nearly 70 million patrons, a 
total of nearly six billion dollars wagered and total revenues of 
$468 million to the various states. Greyhound racing, offered in 7 
states in 1970, attracted 12.6 million patrons who bet $730 
million and provided $53.4 million in revenue to the states.
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The next most significant (and growing) activity is the fairly 
recent development of state-run lotteries. Eight states now have 
such lotteries, and at least a dozen others have shown strong 
interest in starting their own. A conservative estimate of present 
lottery wagering today is $605 million per year, with a probable 
yield to the states of about $242 million a year.

Casino and slot machine gambling have great potential as 
revenue producers, but at this time are legal only in Nevada and 
Arkansas (slot machines only). In Nevada, the amount “lost” by 
players runs at about $600 million per year in a ratio of roughly 2 
to 1 between table games and slots, with an annual yield to the 
state of about $40 million.

In the United States, government-operated off-track betting 
(OTB) on horse racing now exists only in New York state, 
although Connecticut has enacted enabling legislation and antici
pates implementation of an OTB system by July, 1973. New York 
City’s Off-Track Betting Corporation has been the pioneer in this 
country for this type of operation, and has been accepting bets 
since April, 1971. (Schenectady, N.Y., also has an OTB system in 
operation, but has only been operating since August, 1972, and on 
a significantly smaller scale than New York City.) As of June 30, 
1972, N.Y.C. OTB had produced slightly over $17 million dollars 
for the city and state of New York during its first full fiscal year 
of operation. Although this amount is far from the $200 million 
dollar profit estimates made before OTB actually began operation, 
the amount does represent a significant achievement in terms of 
future expectations for increased revenue. The abnormally high 
operating expenses that plague any new business venture have 
steadily decreased, and the latest revenue projections for New York 
OTB predict a net revenue of $60 million for the current fiscal 
year. Beginning with two betting offices on April 8, 1972, N.Y.C. 
OTB now has over 90 branch offices operational and forecasts a 
total of 130 such offices by June, 1973.

Briefly, the New York City system involves a central computer 
operations center which receives betting information from smaller 
computers at the branch offices where patrons place their bets. 
Bets may also be placed by telephone directly to the central office 
it the bettor has previously established an account with OTB (not 
unlike the operation of a checking account where the customer can
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continue to draw checks against the account as long as there are 
sufficient funds in the account to satisfy his demands). This 
information is then transmitted to the appropriate tracks (for races 
conducted within the state) to be included in the pari-mutuel pool 
for that race. On out-of-state races OTB establishes its own pool 
and determines the amount to be paid to winning bettors ac
cording to the established rules of pari-mutuel wagering. In any 

I case, winning bettors then return to a branch office to show their 
winning tickets; the computer verifies the tickets, and the bettor is 
paid. For reasons of security and efficiency of operation, this type 
of wagering system requires technically sophisticated data com
munications and processing equipment. Underestimation of this 
complexity is part of the reason that OTB experienced so much 
difficulty during its first year. At the time New York City 
accepted its computer equipment bids for OTB, there were no 
operating OTB systems on the market which could satisfy its 
requirements. Since that time, however, several computer firms 
have developed such systems, and any state that should decide now 
to implement a legalized wagering system will be the beneficiary of 
this developing interest on the part of the data processing industry. 
It is generally accepted among those who have studied the issue, 
that as long as proper specifications are set, the state of the art in 
the computer industry is such that a workable wagering system can 
be developed within a reasonable period of time. The legislation 
accompanying this report proposes a wagering operation that 
eventually would require precisely such sophisticated data equip
ment systems.

Betting parlors in New York City are somewhat austere, particu
larly in comparison to the system Connecticut proposes to install. 
The plan there calls for closed circuit telecasts of live races from 
other states (Connecticut has no race tracks) to be shown in a 
theater-like facility in which pari-mutuel betting would be available 
and food and drink would be served in a setting not unlike the 
club house section of a modem race track. In addition to these 
OTB theaters, there will be subsidiary “store front” betting offices, 
as in New York. Bets from both locations will be combined to 
form pari-mutuel betting pools at a central location; because all 
bets will be on out-of-state tracks, the pay-offs will be based solely 
on Connecticut betting and will usually be at different odds than
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winning pay-offs at the tracks. The overall operation of the 
Connecticut OTB system will be under the control of the OTB 
Division of the Commission on Special Revenues, which Commis
sion is also responsible for the operation of the Connecticut 
lottery.

California, Maryland, Michigan and New Jersey are all reported 
to be giving serious legislative consideration to various OTB 
proposals. The New York State Commission on Gambling, for 
instance, was authorized in 1971 to undertake appropriate studies 
and investigations to examine all of the social, legal and fiscal 
aspects of legalized gambling. In a February, 1972 report to the 
Legislature the Commission concluded that widespread illegal 
gambling was occurring in the state, and because it was not taxed, 
and because it contributed “virtually nothing to government but 
headaches and disintegration” , that it was “time to control it and 
devote its enormous profits to legitimate public needs.” Toward 
that end the Commission proposed a constitutional amendment 
necessary to allow legalized gambling in New York. That amend
ment received its first approval from the legislature in 1972, and if 
passed again in 1973 and is then approved by the voters, it could 
be effective by 1974. The Commission has promised to submit 
specific legislative proposals for the legalization of various forms of 
gambling by that time.

In short, the legalization of gambling is not merely a local issue 
of uncertain intensity, but is receiving increasingly strict scrutiny 
throughout the country. Sensing that mood, a “Commission on the 
Review of the National Policy Toward Gambling” was created by 
Congress as part of the Organized Crime Control Act of 1970, with 
a mandate to report its findings by October of 1974. Furthermore, 
when the Research and Policy Committee of the Committee for 
Economic Development, a group composed chiefly of leaders from 
the business and academic establishment, addressed itself to the 
issue of crime and justice in America, it made several recommenda
tions regarding the legalization of gambling. The report recom
mended the “extensive experimentation with governmental owner
ship and operation of gambling arrangements that substitute effec
tively for the numbers rackets, horse rooms, and betting pools that 
now form the main source of income for organized crime.” It also 
contended that “efforts to prohibit conduct socially acceptable to
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tens of millions of citizens are unjustifiable, as well as unenforce
able.”

III. LEGAL WhGERING ABROAD

Although the concept of legalized gambling has in the past had a 
certain social stigma attached to it in this country, the concept has 
been well accepted in other parts of the world. Australia and New 
Zealand have conducted off-track betting on horse and dog races 
since 1960 and 1950, respectively. In Australia, which has a federal 
form of government not unlike our own, each state has enacted 
Totalizator Agency Board (TAB) legislation which authorizes the 
Board to conduct off-track betting on races within and without the 
state. The states of Victoria and New South Wales have the most 
extensive systems as illustrated by the following data:

Victoria N.S.W.
1965

Turnover $111.6
Govt. Revenue $ 4.5
Number of Offices

*Revenue is

1970 1965 1970
$203.7 $10.9 $240.8
$ 10.2 $ .5 $ 13.2

431 -  345
given in millions of dollars.

The Victoria TAB has seven board members, with the chairman 
appointed by the Governor, and the remainder nominated by 
various racing organizations within the state; this kind of organiza
tional structure is typical of TAB operations in each Australian 
state. It also should be pointed out, however, that in Australia, 
racing associaitons are non-profit organizations, the major purpose 
of which is the maintenance and improvement of track facilities 
throughout the country; thus, there is no conflict of interest 
between racing industry appointees and their public duty. Victoria 
TAB deducts 13% from bets placed with it; of that amount, 5% is 
paid to the state government, and 8% is retained by TAB for 
operating expenses and payment of compensation to the racing 
associations. Victoria uses a highly sophisticated computer system 
conceptually similar to the one employed by New York City OTB. 
TAB’s fiscal history has demonstrated a growth pattern in Victoria 
of continuing annual increases in revenue to the government of
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about $1 million a year for the past ten years. Whether that kind 
of growth can be sustained in the future, of course, remains to be 
seen, but the record to date would at least seem to lend support to 
the predictions from New York City of its own anticipated revenue 
increases during its second year of operation.

Japan, The Phillipines, Puerto Rico, France and England also 
permit various forms of legalized wagering. In Great Britain, for 
that matter, one has been able to place a bet on almost anything, 
since the Betting and Gaming Act of 1960 legalized casino 
gambling and slot machines, and provided for the licensing of 
betting shops. Bookmaking in England is strictly a private enter
prise, and has become one of the country’s biggest growth 
industries. There are estimated to be 15,000 betting shops in 
Britain, and many of the most profitable of them are owned by 
four leading bookmaking firms whose businesses are public com
panies and are quoted on the London Stock Exchange (one firm, 
Ladbroke’s, operates 600 shops). England’s legal bookmakers 
handled $2.6 billion in bets in 1970, from which the government 
derived about $163 million, based on its 6% betting tax.

The semi-official Pari-Mutuel Urbain controls off-track betting in 
France, and in 1970 it earned a profit of $220 million on a total 
of over $1.3 billion in bets. The profits are dedicated to urban 
renewal and water supply projects for the Paris area. The most 
popular bets with the PMU are the tierce races held on Sundays 
and public holidays, or as many as 75 such races each year. In the 
tierce, the bettor has to forecast the order of finish for the first 
three horses in the race, then mark his choices on a card which he 
turns into PMU. The cards are centrally collated and winning cards 
are returned to the field where bettors collect their prizes.

IV. ILLEGAL GAMBLING

The mob has barrels and barrels o f  money and it all starts with 
the man and woman who puts a nickel on a number at the corner 
store every day.” Vincent C. Teresa, underworld informer, testi
fying before the U.S. Senate’s McClellan Crime Committee.

And it does not stop with numbers. Horse racing and sports 
belting are also integral parts of organized crime’s gambling system. 
According to a 1967 report of the President’s Commission on Law
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Enforcement and Administration of Justice, “There is almost 
universal agreement among law enforcement officials that gambling 
is the greatest source of revenue for organized crime and the crime 
that involves by far the largest amount of money.” The report also 
names illegal gambling as the greatest source of corruption in 
public office today.

Although revenue estimates on illegal gambling are admittedly 
imprecise, they generally range anywhere from a conservative $20 
billion to a high of $50 billion in gross annual revenues to 
organized crime. Of this amount, the profit is usually conceded to 
be about one-third of the gross, or anywhere from 7 to 17 billion 
dollars.

The numbers game traditionally has been the favorite gambling 
activity of lower and middle income urban Americans. This market 
appears to have become the primary economic target of the 
growing number of state-operated lotteries. Individual bets on 
athletic contests and races are generally more popular with the 
bigger bettors, although sports cards, where several contests are 
listed, and the bettor chooses a variable number of bets for 
proportionate awards, have a great popular appeal because of the 
relatively small investment required. Football cards in the Greater 
Boston area alone were estimated by the Boston Globe to be 
grossing over $2 million per week during the season. In a city like 
Boston, with its large number of sports activities, it is not difficult 
to perceive the extent of sports gambling on a year-round basis, 
basis.

Race betting has recently declined from the point in 1940 where 
race bookies were the fifth largest customers of A.T. & T’s leased 
wire services (an enterprise since prohibited by Federal law). 
Today, most people who have studied illegal gambling agree that 
race betting constitutes only 10 to 20 percent of all illegal 
gambling activities, while betting on both professional and colle
giate team sports accounts for the remainder.

Illegal gambling is very big business. In I960, it was estimated 
that there were 300,000 bookies who employed over 1.3 million 
people. The vast amount of money involved, and the uses to which 
it is put, have made such gambling the subject of intense public 
concern. This concern generally has been manifested by the 
imposition of criminal penalties, but even where limited forms of
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gambling are now permitted by law, severe controls have been 
imposed. Although society no longer appears to view the act of 
gambling strictly in moral terms, the societal consequences of 
uncontrolled gambling are still held socially repugnant. John 
Scarne, a nationally recognized authority on gambling, has stated 
that gamblers in this country pay over $750 million per year to 
law enforcement and other public officials for protection; others 
have placed that figure as high as $2 billion. The recently 
conducted Knapp Commission investigation of corruption in New 
York City alleged that pay-offs were made on a regular basis to 
those policemen who were primarily responsible for the enforce
ment of gambling laws. The police commissioner of that city also 
recently stated that illegal gambling was the chief source of 
revenue for organized crime and the main cause of police cor
ruption.

Even where good faith law enforcement has occurred, the results 
have been disappointing. The President’s Crime Commission has 
conceded that “ the profits that eventually accrue to [organized 
crime’s] leaders move through channels so complex that even 
persons who work in the betting operation do not know, or cannot 
prove the identity of the leaders.”

V. LEGISLATIVE CONSIDERATIONS

It has been suggested that legalization of gambling would 
effectively eliminate the socially undesirable results which flow 
from the present illegal gambling operations of the mob. The 
Committee concurs in great measure with that view, but does 
recognize that it contains certain limitations, for even where 
gambling has been broadly sanctioned, there are certain controls 
which government must retain. The State of Nevada’s Gaming 
Control Board conducts extensive investigatory and administrative 
reviews of gambling to ensure that the state is receiving its proper 
share of the tax revenue, as well as to ensure the integrity of the 
gaming operations. There will always be those who find the 
rewards of illegal activity sufficiently attractive to merit the risks. 
The need for policing even legal gambling will always exist, 
although certainly not to the extent presently required for illegal 
gambling. Also, unless public wagering can be made absolutely
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competitive with the services now offered by illegal bookies, there 
will continue to be an attractive market for such extra-legal 
activity.

Recognition of the problem is not, however, equivalent to 
solving it. The Committee recognized that although the legislation 
it proposes does not offer a gaming environment totally competi
tive with the services available from illegal bookies, but it was the 
consensus of Committee opinion that there were valid practical 
considerations which preclude that type of competitiveness at this 
time.

Bookies are not gamblers, at least not the good ones. In 
establishing odds on sport bets, for instance the goal of the bookie 
is to arrange those odds in a manner which will result in his 
receiving as many bets on one team as on the other. His profit, 
where teams are evenly matched (6-5 odds) and he has accepted 
the same amount in bets on both teams, is the difference between 
the money paid the winner and the money received from the loser. 
For example, if two bets of $6 were placed, one on each team, at 
6-5 odds, the bookie’s profit would be $1 ($12 total received from 
both bettors, $11 paid out to the winner). When a bookie begins 
to get more action on one side of the ledger than the other, he 
becomes a gambler with a Financial stake in the outcome of the 
game. This result is avoided by the “ lay o ff’, where the bookie 
with unbalanced accounts will cover himself by betting the excess 
money with one or more bookies in other parts of the country. In 
that way, he can continue to offer realistic odds without suffering 
large losses if the wrong team loses. Because of present federal laws 
which forbid the interstate transmission of gambling information, 
and because there presently are no other government-sponsored 
gambling ventures (Nevada’s legal bookies are strictly private ven
tures), this same type of “ lay o f f ’ arrangement would be unavail
able to a state-sponsored gambling operation. The only other 
method of protecting itself from such losses would be to “float the 
odds” so that they would accurately reflect the way in which bets 
were placed. For instance, if the odds on Team A were 8-5 on 
Monday, based on an accurate appraisal of that team’s chances of 
winning, by Saturday the true odds could be 6-5 (reflecting the 
way the bets had actually been made during the week). However, 
the bookie who was laying off his bets could still offer the original
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odds, thus offering a more attractive wager to the bettor. There
fore, changing odds also fails to provide a solution to competitive
ness with illegal bookies.

Nor can the state easily extend credit to those who want to bet. 
Bookies can and do, primarily because their collection procedures 
are generally corsidered more effective, if not as humane, than 
those available to legitimate enterprises. Yet credit betting is one 
key to the success of most bookmaking operations. Probably, the 
closest that a state can come to this is some form of telephone 
betting with pre-deposited funds, as in New York City’s OTB 
operation.

Sports pool cards, however, do present an area where public 
wagering can be fairly competitive. The type of sports wager 
anticipated by the Committee’s legislation would result in a 
pari-mutuel type of prize distribution, wherein the winning bettors 
would split the prize pool according to conditions established by 
the Public Wagering Commission. The impact on illegal gambling-of 
this approach to public wagering would probably not be immediate 
or dramatic, but would be intended to accomplish by indirection 
what cannot be accomplished directly. It was felt that the estab
lishment of an atmosphere wherein gambling is viewed as neither 
immoral nor illicit will result in a situation where people would 
prefer to gamble in an open, lawful environment. The Committee’s 
immediate study recommendations do not preclude the possibility 
that future conditions may create a climate favorable for even 
broader legalized gambling operations; but given the present con- 
diiionsand circumstances of our society, it was felt that the 
proposed legislative program was best designed to meet the current 
situation.

VI. REVENUE

A major problem in a study of this nature concerns the 
development of accurate revenue forecasts, and the propriety of 
raising revenue in this manner. Let us dispose of the latter issue 
first. Table 1 discloses the sources for state revenue during fiscal 
year 1971. On a per capita basis, the present lottery will provide 
about S5.20 of tax income, more than the Commonwealth then 
received from meal, racing, room occupancy and other miscel-
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laneous taxes. That amount, in addition to revenue to be derived 
from the addition of OTB and sports could represent a significant 
contribution to the state revenue program. Furthermore, precedent 
alone would seem to refute the issue of propriety, for the recently 
enacted beano and lottery laws were also designed to raise revenue. 
The present proposal is really no more than an extension of those 
methods.

► The real difficulty lies in predicting the amount of income to be 
derived from this system. When New York City initially began 
lobbying for OTB, a bonanza of $200 million in annual income 
was predicted. The first year resulted in only a $17 million dollar 
profit, although apparently realistic estimates for this year indicate 
a profit of approximately $60 million. It is unlikely that the early 
prediction of $200 million will ever be realized. When New Jersey 
began its State Lottery, their officials predicted $18 million in 
revenue, yet the first year of operation resulted in revenue of $56 
million. Apparently the only constant factor in such predictions 
was the inconsistency of result. Fortunately, when the Massa
chusetts Lottery was first proposed, revenue estimates were more 
accurate. In its first full year of operation, the Massachusetts State 
Lottery should return about $29 million to the cities and towns; 
that figure does not differ appreciably from preliminary estimates; 
it is only fair to note, however, that Massachusetts by that time 
had the New Jersey experience available to guide its estimates. No 
similar guide is available to assist in precisely determining the 
revenue to be derived from the operations of the proposed Public 
Wagering Commission.

The Committee feels, however, that a rational basis does exist 
for making some kind of revenue approximations. If the figure of 
$2 million per week for the sale of football cards in Greater 
Boston is accurate, that figure transposes to a per capita weekly 
bet of approximately 60 cents. If it can be assumed that those 
figures are an accurate prediction of the use of these cards 
throughout the state, and if it can be further assumed that this 
type of gambling activity is susceptible to expropriation by the 
state for its public wagering use, a gross income figure of about 
$47 million during the season can be predicted. According to the 
revenue distribution formula provided in the legislation, at least 
35% of that money, or about $16.5 million, will become state
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revenue income. To the extent that football type sports pools can 
be operated on a year-round basis on all sports, and there is little 
reason to assume that such a result cannot eventually be attained, 
then a gross revenue of $174.2 million, and income to the state of 
$60 million can be anticipated. OTB, when implemented, could 
have an even greater potential. Research by the President’s Com
mission on Law Enforcement indicates that off-track (i.e., illegal) 
betting is “at least two or three times as great” as legal on-track 
betting. In 1971, Massachusetts race tracks (horses and dogs, 
exclusive of fairs) handled $249.6 million in bets; if the multiplica
tion factors previously stated are applied, the result is gross 
revenue figures of between $449.2 million and $748.8 million, 
respectively. The amount to be withheld by the state pursuant to 
the proposed law is 17% of the gross, or between $76.4 and 
$127.2 million. If it can be assumed, after all expenses are met, 
that net revenue to the state will run at around 5% (a conservative 
estimate) of the total handle, we arrive at a potential income of 
between $22.5 million and $37.5 million.

The combined income potential of sports and OTB, then, 
appears to be in the vicinity of $90 million per year, in addition to 
the money derived from the state lottery. An important caveat to 
be observed at this point is that these figures are estimates only, 
and further, that they estimate only the fully developed potential 
of a wagering program. It should not be anticipated that such 
results would obtain immediately, nor should these figures be used 
as a standard against which to gauge the eventual success of the 
Public Wagering Commission.

VII. THE IMPACT ON RACING AND SPORTS

The last major issue of concern is the anticipated impact of this 
proposal on the racing and sports community in Massachusetts, and 
certain legal implications arising therefrom. The horse and harness 
racing business in Massachusetts is not healthy in comparison to 
that of other states. It has been caught in a vicious downward 
spiral based in great part on the inferior quality of its horses, 
which is the result of low purses, which in turn stems from poor 
attendance and low betting handle, which is itself the result ot the 
poor quality of racing being offered by the tracks. The Committee
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views the potential relationship of OTB to this cycle with some 
optimism. The 1/2 of 1% required to be used by the track 
operators for increasing purses is seen as a possible wedge in the 
cycle, for better purses should lead to better horses, and better 
crowds, and ultimately a reversal of the Massachusetts racing 
industry trend.

In New York, the racing industry viewed OTB as an adversary 
from the beginning. One aspect of the New York legislation not 
retained in the Committee proposal provided for reimbursement 
“on account of lost revenues from the operation of off-track 
pari-mutuel betting” . The difficulty with that otherwise reasonable 
proposal is precisely how does one determine which revenue losses 
are attributable to OTB, and which were caused by other factors? 
The tracks have contended that their betting handle and atten
dance were adversely affected by OTB, but at the same time there 
was evidence which demonstrated that there was more inclement 
racing weather in the first year of OTB’s operation than in the 
previous year, that there was a general economic decline of the 
country at that time, and that a major scandal occurred at a New 
York race track which could have shaken the public’s confidence 
in the integrity of the racing industry. Furthermore, the Australian 
experience indicates that a slight initial decline in race track 
attendance can be expected during the first year or two of 
operation, but that track attendance eventually begins to climb, 
due in large measure to the creation of an interest in racing in 
segments of the public who had never before seen a race. In fact, 
Australian track attendance has increased at a rate in excess of 
10% per year over the last ten years. It was felt that the inclusion 
of this type of provision only leads to situations where one party 
constantly attempts to assess fault on the other party, rather than 
the creation of an atmosphere conducive to cooperation and good 
will between OTB and the tracks.

Another argument presented by the New York race tracks was 
that OTB unconstitutionally deprived them of due process of law, 
not only because of attendance losses, but because OTB utilized 
betting odds, race results and other products of their enterprise 
without just compensation. In Finger Lakes Racing Association v. 
New York State Off-Track Pari-Mutuel Betting Commission, the 
New York Court of Appeals settled that issue. The court held that
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because “continuance of this kind of business depends on legisla
tive permission,. . . this permission may be conditioned and the 
imposed conditions altered from time to time according to the 
legislative view of fairness.” The court also noted that the New 
York statute did attempt to compensate the track owners for the 
use of their facilities, that the arrangement seemed reasonably fair, 
and “certainly was not grossly unjust or unreasonable.” There is no 
reason to suppose that any different result would obtain under the 
legislation recommended by the Committee.

It is also significant to note that what OTB proposes to use is 
only the race result information, not the races themselves. While 
this distinction may be subtle, it may also be determinative. The 
situation is not without precedent. Television and radio pay for the 
right to broadcast races, while newspapers regularly publish race 
result information, presumably to their own profit, and without 
any form of compensation to racing. The distinction must lie in 
the nature of the property being used — in the former case, the 
race itself is the subject of the broadcast, while in the latter case 
only the results are used. None of the foregoing denies the basic 
right of tracks to just compensation for the use of their on-track 
facilities by the Commission and some compensation for their 
share of any risk which might result to their interests from off
track betting. The Committee believes that fair compensation is 
provided by the 1-1/2% of the handle to be granted the tracks 
pursuant to the new legislation.

Professional sports organizations, most notably the National 
Football League, have strongly opposed any legalization of sports 
gambling. The essential element of their opposition rests on the 
rationale that government-sponsored sports wagering would some
how change the competitive character of sport, and that people 
would become more interested with the effect of their team’s 
performance on the winning or losing of bets instead of the success 
of their favorite teams. The Committee feels that view is not an 
accurate reflection on reality. Gambling on football already exists 
in major proportions. According to realiable information the 
advent of Monday night televised football has provided even 
further impetus to football gambling activity. Denying the exis
tence of heavy gambling on football is the result of an ostrich-like 
refusal to see the truth. It would be far more consistent with
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professional sport’s often expressed concern for maintaining the 
integrity of the game to confront the issue directly. Toward that 
end, the Committee feels that greater danger to sports exists where 
gambling is conducted in secrecy than when done in open view of 
everyone. When no one except the mob knows on which game the 
big “action” is, the potential for tampering with such games is 
extreme. Also, the pool-type bets anticipated by this legislation, 
where a large number of games have to be picked on any given 
wager, reduce the chances of tampering with or fixing games 
simply because of the major difficulty of having to affect such a 
large number of games. There is also a distinction to be drawn 
between the arguments given by the racing interests in support of 
their compensation, and any parallel proposals that might be made 
on behalf of sports interests. In racing, at least, betting is one of 
the major attractions offered at the track; the only attraction at a 
sports stadium is the game itself. There is no rational support for 
compensation to sports interests, because none of their activity is 
being exposed to risk.

VIII. CHOICE OF ORGANIZATION TO OPERATE A WAGERING SYSTEM

The Committee also deliberated over the method of operating a 
public wagering system. At least four major alternatives were 
discussed:

(1) Legalize bookmaking, as in Nevada.
(2) Design a new state agency to operate the entire system.
(3) Design a new state agency to provide control over the 

system, but contract the physical operation of the system to 
private vendors (i.e., computer industry or management specialist 
contractors).

(4) Permit an existing state agency to operate the system.
The first alternative is clearly unacceptable, particularly because 
the experience of jurisdictions which have done that has not been 
particularly encouraging. For the most part, those persons now 
licensed were formally illegal bookies, and the suspicion remains 
that the capital which supports their new enterprises is of at least 
questionable origin.

Both the second and third alternatives are unacceptable as a
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matter of policy. The present trend of state government toward 
reorganization and consolidation argues against the creation of new 
agencies if existing ones can be found with the necessary adminis
trative and technical qualifications. An additional objection to 
alternative (3) relates to the Committee’s concern that private 
vendors operating a state wagering system would not provide the 
necessary element of control and security that should exist in a 
state-operated gambling enterprise.

The Committee felt that the proposed wagering system had a 
sufficient identity of interest with the State Lottery Commission’s 
activities to warrant an expansion of the Lottery’s statutory 
authority, to include not only the operation of the Lottery, but 
the operation of off-track betting and betting on sports events. Its 
conduct of the lottery, its use of data processing equipment, and 
its already developed administrative machinery were strong factors 
in the Committee’s decision to adapt the Lottery to the needs of 
the new Wagering Law.

IX. SUMMARY OF LEGISLATION

The legislation proposed by the Committee would establish the 
Public Wagering Commission as a successor to the existing State 
Lottery Commission; this is to be accomplished by retaining the 
present Lottery Commission organizational structure, while broad
ening the scope of the Commission’s responsibilities.

The Wagering Commission is divided into two divisions, to be 
operated under the direction of the Commission’s executive di
rector. The Lottery division will continue to operate the Massa
chusetts State Lottery under the same type of statutory authority 
and with the same distribution of revenue as it presently does. The 
Committee felt, because a legislative commitment had been made 
to provide revenue for the cities and towns by way of a lottery, 
that good faith required the present lottery revenue distribution 
formula to be retained under the new law as well. The Wagering 
Division will be authorized to establish systems for accepting 
wagers on sporting events, and on horse and dog races conducted 
both within and without the commonwealth.

Sums accepted as wagers by the Commission on races run within 
the state will be combined in a single pool with sums accepted by
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track operators as wagers at the track. Therefore, the awards or 
prizes on such races will be identical regardless of whether a wager 
was placed off-track or on-track. When the Commission accepts 
wagers on out-of-state races, it will establish its own pool: conse
quently, prizes awarded by the Commission will differ in amount 
from those awarded at the track to the sarre extent that the 
proportion of bets placed with the Commission differs from those 
placed on track. The law further provides that winnings will be 
determined according to the existing system of pari-mutuel 
wagering, and the amount returned to the bettors in winnings will 
be determined according to existing state laws regarding pari
mutuel betting at race tracks in Massachusetts. Under present law, 
that would require 83% of all money wagered with the Commis
sion to be returned as winnings to the bettors, with the remaining 
17% to be retained by the Commission to meet its operating 
expenses and provide revenue for the General Fund. The proposed 
legislation also provides for compensation to the race track opera
tors of an amount equal to 1 and 1/2% of the total wagers placed 
with the Commission on each race run at their track, and for an 
additional 1/2 of one percent of that total amount to be used by 
the tracks for purse money. The Committee felt that by increasing 
the purse structure, the quality of racing would improve over its 
present level, which in turn would stimulate increased interest in 
betting on such races, both on and off-track. Obviously such a 
result at either location must ultimately benefit the revenue 
receipts of the commonwealth.

The new law would also authorize the Wagering Division to 
accept wagers on sporting events. Fifty percent of the total sum 
received from this source must be returned to the public in 
winnings, on a pari-mutuel basis, while the remainder of that total 
sum will be used to meet operating expenses and to provide 
revenue for the General Fund. The type of sports wagering 
anticipated by the Committee under this revenue structure is 
essentially the type commonly referred to as the sports card, where 
a number of athletic contests are listed, and the bettor must 
choose a certain number of winners from that list to win his bet. 
There are an almost unlimited number of variations on this theme, 
and an equally unlimited number of ways in which bets can be 
received. The types of games, the sizes of bets and prize structures
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art all left to the discretion and best business judgment of the 
Commission.

The legislation also creates a Public Wagering Fund into which 
all revenues received by the wagering division will be placed. The 
amount allocable for operating expenses can be no more than 15% 
of the total sum received as wagers by the division. All such 
operating expenses will be subject to appropriation in the same 
manner as are lottery expenses under the present State Lottery 
Law. After payment of expenses and prizes, the balance remaining 
will revert to the General Fund in the same manner that the 
remaining balance in the Special Lottery Fund is now dedicated to 
the Local Aid Fund.

The law would also authorize the Public Wagering Commission 
to establish and operate betting parlors to accept wagers from the 
public. Decisions as to the number and location of these parlors 
would be made by the Commission, and would be based primarily 
on economic factors such as projected revenue generation, and 
accessibility to the public.

It is imperative to note that the proposed legislation is permis
sive in nature. It authorizes the Commission to establish wagering 
systems, but sets no deadlines as to when such systems must be 
implemented. This flexibility is intended to permit the Commission 
the time necessary to adequately prepare new programs, and to 
allow a phased implementation of such programs according to its 
best business judgment.
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TABLE 1

HOW THE STATE REVENUE WAS OBTAINED 
(Fiscal Year Ended June 30, 1971)

$ 1971
Millions Per Capita

Taxes:
Income $568 $100.00
Corporations, banks and

insurance companies 270 47.50
Sales and use 190 33.00
Motor fuel 140 24.50
Cigarette 72 12.70
Alcoholic beverages 57 9.95
Inheritance and estate 56 9.90

5.20 —
Meal 26 4.65
Racing 25 4.39
Room occupancy and other 12 2.16

Total Taxes $1,420 $249.00

Departmental Revenue:

Fees, licenses, rents, sales, etc. $105 $18.40
Motor vehicle licenses and

registrations 48 8.40
Assessments 44 7.73

Total Departmental Revenue $ 198 $ 35.00

Total Federal Receipts $ 652 $114.00

Total Bond and Note Issues $ 188 $ 33.30

Total Receipts $2,460 $430.00



26 HOUSE -  No. 5893 [Jan.

tE fje  C o m m o n to c a ltf)  o f iW a ssa db u ge tte

An Ac t  providing  for  the  establishment  and operation of
A SYSTEM OF PUBLIC WAGERING.

1 Whereas, The deferred operation of this act would tend to
2 defeat its purpose, which in part is to provide at once addi-
3 tional revenue for the commonwealth, therefore, it is hereby
4 declared to be an emergency law, necessary for the immediate
5 preservation of the public convenience.

Be it enacted by the Senate and House o f Representatives in 
General Court assembled, and by the authority o f  the same, as 
follows:

1 SECTION 1. Chapter 29 of the General Laws is hereby
2 amended by striking the second sentence of section 2D and
3 inserting in place thereof the following new sentence:
4 Revenue credited to said fund shall be used solely for state
5 assistance to cities and towns in accordance with the provisions
6 of clause C of section thirty-four of chapter ten.

1 SECTION 2. Chapter 10 of the General Laws is hereby
2 amended by striking sections 22 through 36, and inserting in
3 place thereof the following thirty-one sections:
4 Section 22. This se'ction and the following twenty-nine
5 sections shall be known and may be cited as the “Public
6 Wagering Commission Law.’’
7 Section 23. “Act” or “Law” means Massachusetts General
8 Laws, Chapter 10, Sections 22-52.
9 “Agent” means any person who has been licensed to sell 4

10 lottery tickets under this law.
11 “Bank” means and includes all banks, banking associations,
12 cooperative banks, credit unions, trust companies and any
13 other type or form of banking institution organized under the
14 authority of the Commonwealth of Massachusetts of the
15 United States of America whose principal place of business is
16 within the Commonwealth of Massachusetts and is designated
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17 to perform such functions, activities, or service in connection
18 with the operations of the Lottery for the deposit and handling
19 of Lottery funds and the safekeeping of Lottery tickets and
20 records.
21 “Commission” means the Massachusetts Public Wagering
22 Commission, its employees and duly authorized agents.
23 “Locations” means offices, premises, betting parlors, stores 

i 24 and all other space owned, leased or otherwise under the
25 control of the commission, in which the operations of the
26 commission are conducted.
27 “Off-Track Betting” means a system of off-track pari-mutuel
28 betting on horse and dog races conducted within or without
29 the commonwealth.
30 “Patrons” means that segment of the public who utilizes the
31 services offered by the commission.
32 “Sporting Events” means all kinds, types and varieties of
33 athletic contests and games.
34 Section 24. Wagering Commission. There shall be in the
35 office of the state treasurer, a public wagering commission,
36 hereinafter called the commission, consisting of the state
37 treasurer, the secretary of public safety, the state comptroller
38 and two persons appointed by the governor, for terms co-
39 terminous with those who appoint them. No more than four
40 members of the commission shall be of the same political
41 party. The state treasurer shall be the chairman of the com-
42 mission. Upon the expiration of the term of office of an
43 appointive member, his successor shall be appointed in like
44 manner, and shall serve until the qualification of his successor.
45 Any vacancy in the case of appointive members of the com-
46 mission, occurring for any reason other than the expiration of
47 a term, shall be filled for the unexpired term in the same 

| 48 manner as the original appointment. The members of the com-
49 mission will be reimbursed for their expenses actually and
50 necessarily incurred in the discharge of their official duties. The
51 commission shall be provided with quarters in the state house
52 or elsewhere and may travel within and without the common-
53 wealth.
54 The commission is hereby authorized to establish and con-
55 duct a lottery, off-track betting and wagering on sporting
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56 events. The commission shall adopt rules and regulations and,
57 from time to time, revise such rules and regulations as it deems
58 necessary or desirable. All lotteries, off-track betting and
59 wagering on sporting events conducted by the commission in
60 the manner and subject to the conditions of this law shall be
61 lawful, notwithstanding the provisions of any other law, general,
62 special or local, including any law prohibiting or restricting
63 lotteries, the placing and accepting of bets on races or any
64 other kind of gambling, it being the purpose of this act to
65 derive from such activity, a reasonable revenue for the support
66 of state government, and to prevent and to curb unlawful
67 bookmaking and illegal wagering on horse and dog races,
68 sporting events, games, lotteries and other similar contests.
69 The commission is authorized to carry on a continuous
70 study and investigation of lottery and other gaming activities
71 throughout the commonwealth in order (a) to ascertain any
72 defects in the public wagering commission law or in the rules
73 and regulations issued thereunder whereby any abuse in the
74 administration and operation of the commission or air evasion
75 of said law or said rules and regulations may use or be
76 practiced, (b) to formulate recommendations for changes in
77 said law and the rules and regulations promulgated thereunder
78 to prevent such abuses and evasions, and (c) to guard against
79 the use of said law and rules and regulations issued thereunder
80 as a cloak for the carrying on of organized gambling and crime.
81 The commission shall report immediately to the governor and
82 the general court any matters which require immediate changes
83 in the laws of the commonwealth in order to prevent abuses
84 and evasions of this law or rules and regulations promulgated
85 thereunder or to rectify undesirable conditions in connection
86 with the administration or operation of any lottery, off-track
87 betting or wagering activities conducted by the commission
88 pursuant to this law.
89 The commission shall make a continuous study and in-
90 vestigation of the operation and administration of similar laws
91 in other states or countries, of any literature on the subject
92 which from time to time may be published or available, of any
93 federal laws which may affect the operation of the commission,
94 and of the reaction of citizens of the commonwealth to
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95 existing and potential features of the public wagering com-
96 mission law with a view to recommending or effecting changes
97 that will tend to better serve and implement the purposes of
98 said law.
99 The concurrence of the chairman and of not less than two

100 other members of the commission shall be required for all
101 official actions of the commission. A copy of the minutes of 

^102 each meeting of the commission, including any rules and
103 regulations adopted by the commission or any amendments
104 thereof, shall be forthwith transmitted, by and under certifi-
105 cation of the secretary thereof, to the governor.
106 The commission shall have the power to issue subpoenas, to
107 compel the attendance of witnesses and the production of
108 documents, papers, books, records and other evidence before it
109 in any matter over which it has jurisdiction, control or super-
110 vision. The commission shall have the power to administer
111 oaths and affirmations to persons whose testimony is required.
112 No commissioner or employees of the commission shall,
113 directly or indirectly, individually or as a member of a partner-
114 ship, or as a shareholder of a corporation, or as a holder of an
115 interest in any form of legal business entity, have any interest
116 whatsoever in dealing in any lottery, racing or betting enter-
117 prise or as a participant in any contest which is subject to bets
118 by patrons as wagers or in the ownership or leasing of any
119 property or premises used by or for any lottery, racing or
120 betting enterprise.
121 The powers vested in the commission are not limited to
122 those specifically stated herein but include any power not
123 otherwise prohibited by law deemed necessary or desirable for
124 the proper operation and administration of the activities of the
125 commission.

^126 Section 25. There shall be two divisions within the
127 commission: a lottery division and a wagering division.
128 Section 26. The state treasurer shall, subject to the approval
129 of the governor, appoint an executive director of the corn-
130 mission who shall serve at the pleasure of the state treasurer,
131 shall devote his entire time and attention to the duties of his
132 office, and shall receive such salary as the commission deter-
133 mines; where applicable, any such executive director shall
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134 retain his rights under section 4B of chapter seventy-three, and,
135 if at the time of his appointment said executive director was an
136 employee of the commonwealth serving in a position which is
137 classified under chapter thirty-one or from a position in which (
138 he had tenure by reason of section 9A of chapter thirty, the
139 provisions of the second paragraph of section twenty-seven,
140 except insofar as said paragraph relates to appointments, shall
141 be applicable to such executive director.
142 Section 27. The executive director shall supervise and
143 administer the operation of the commission in accordance with
144 the provisions of law and the rules and regulations made
145 thereunder. He shall, subject to the approval of the com-
146 mission, appoint such deputy directors and such other pro-
147 fessional, technical and clerical assistants and employees as may
148 be necessary; provided, however, that such deputies, assistants
149 and employees shall not be subject to chapter thirty-one or
150 section nine A of chapter thirty.
151 The executive director shall, so far as practicable in making
152 appointments to such positions, appoint employees of the corn-
153 monwealth serving in positions which are classified under
154 chapter thirty-one; and in every such instance, and in every
155 instance of an employee so appointed from a position in which
156 at the time of appointment, he shall have tenure by reason of
157 section nine A of chapter thirty, upon termination of his 
] 58 service in such unclassified supervisory position, the employee
159 shall, if he shall so request, be restored to the classified
160 position from which he shall have been appointed, or to a
161 position equivalent thereto in salary grade in the same state
162 agency, without impairment of his civil service status or his
163 tenure by reason of said section nine A or loss of the seniority,
164 retirement and other rights to which uninterrupted service in
165 the classified position would have entitled him; providecjl
166 however, that if his service in such unclassified supervisory
167 position shall have been terminated for cause, his right to be so
168 restored shall be determined by the civil service commission in 4
169 accordance with the standards applied by said commission
170 administering said chapter thirty-one.
171 The executive director shall act as secretary and executive
172 officer of the commission, and shall confer regularly as
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173 necessary or desirable and not less than once a month with the
174 commission on the operation and administration of the
175 divisions therein, shall make available for inspection by the
176 commission, upon request, all books, records, files and other
177 information and documents of the commission, shall advise the
178 commission and recommend such matters as he deems
179 necessary and advisable to improve the operation and adminis-
180 tration of the commission. He shall suspend or revoke any
181 license for violation of law or of the rules and regulations made
182 thereunder. He shall, subject to the approval of the commission
183 and the applicable laws relating to public contracts, enter into
184 contracts for the operation of the commission. No contract
185 awarded or entered into by the executive director shall be
186 assigned by the holder thereof except with the specific-
187 approval of the commission. He shall certify monthly to the
188 state treasurer and the commission a full and complete state-
189 ment of revenues, prize disbursements and other expenses for
190 the preceding month. The executive director may make such
191 arrangements for any person, including a bank, to perform such
192 functions, activities or services in connection with the
193 operation of the commission and for the deposit and handling
194 of commission funds. Arrangements, and any negotiations
195 precedent to their being contracted for, made under this
196 section shall be open records, and should be made after such
197 competitive negotiations as the commission finds are practical.
198 The executive director may, if he determines that it is
199 necessary, require any of his employees to file a bond, with a
200 surety company authorized to transact business in the corn-
201 monwealth as surety, in such amount as the commission may
202 determine. Every such bond when duly executed and approved
203 shall be filed in the office of the commission. The bond is to
204 indemnify the commission against loss or damage in the
205 performance of said person’s duties and obligations as an
206 employee or agent, said bond to account for money or other
207 property with which said person has been entrusted. The cost
208 of any such bond shall be part of the necessary expenses of the
209 commission for its employees and as part of the licensing costs
210 of an agent.
211 Section 28. The commission shall determine the type of
212 lottery to be conducted, the price, or prices, of tickets or
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213 shares in the lottery, the numbers and sizes of the prizes on
214 the winning tickets or shares, the manner of selecting the
215 winning tickets or shares, the frequency of the drawings or
216 selections of winning tickets of shares and the type or types of
217 locations at which tickets or shares may be sold, the method to
218 be used in selling tickets or shares, the manner and amount of
219 compensation, if any, to be paid licensed sales agents, and such
220 other matters necessary or desirable for the efficient and
221 economical operation and administration of the lottery and for
222 the convenience of the purchasers of tickets or shares and the
223 holding of winning tickets or shares. Each state lottery ticket
224 or share shall have imprinted thereon the state seal. The com-
225 mission shall advise and make recommendations to the
226 executive director regarding the operation and administration
227 of the lottery. The commission shall report monthly to the
228 governor, the attorney general and the general court, the total
229 lottery revenues, prize disbursements and other expenses
230 including such recommendations as it may deem necessary or
231 advisable.
232 Section 29. The executive director shall license ns agents to
233 sell lottery tickets such persons as in his opinion will best serve
234 the public convenience and promote the sale of tickets of
235 shares provided, however, that no person shall be assigned more
236 than one license to sell lottery tickets or shares, and provided
237 further, that no minor shall be licensed as an agent. He shall
238 require a bond from every such licensed agent, in such amount
239 as may be provided in the rules and regulations of the commis-
240 sion, and may permit agents to deduct from the proceeds of
241 sales of lottery tickets, the agreed amount of compensation for
242 services rendered. Every licensed agent shall prominently dis-
243 play his license, or a copy thereof. Before issuing such license,
244 the executive director shall consider the financial responsibility
245 and security of each applicant for licenses, his business or
246 activity, the accessibility of his place of business or activity to
247 the public, the sufficiency of existing licenses to serve the
248 public convenience, and the volume of expected sales. No
249 person other than a fraternal, veterans’ or charitable organiza-
250 tion shall be licensed as an agent to sell lottery tickets or 
25 3 shares if such person engages in business exclusively as a lottery 
252 sales agent.
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A person licensed as a state lottery sales agent shall not, 
while acting in that capacity, be subject to prosecution for 
setting up and promoting a lottery or any other crime incident 
thereto, or for selling or having in his possession lottery tickets 
or shares in said lottery. Any three persons objecting to the 
issuance of such a license, or any person applying for and being 
denied such a license, may request and be granted a public 
hearing by the commission under the provisions of chapter 
thirty A. No such license shall be issued to which the local 
municipal licensing board had objected in writing except after a 
hearing under chapter thirty A and unless four members of the 
commission shall approve the issue of such license, notwith
standing the objection of the local licensing board. No 
employer shall set up a payroll deduction plan for the purchase 
of lottery tickets by his employees, unless said employer shall 
have been licensed as an agent by the commission in accor
dance with the provisions of this law and the rules and regu
lations promulgated thereunder.

No federal employee and no state, county
or municipal employee, or member of the im
mediate family, as defined in section one of
chapter two hundred sixty-eight A, shall sell
or be issued a license to sell lottery tickets.
Nothing in this or any other section of this
chapter shall be construed so as to deny to
the commission, its agents, servants, and em
ployees the right to sell lottery tickets di
rectly to the public.

No right of any person to a prize drawn shall be assignable, 
except that payment of any prize may be paid to the estate of 
a deceased prize winner, and except that any person pursuant 
to an appropriate judicial order may be paid the prize to which 
the winner is entitled. Neither the commission nor the director 
shall be liable for the payment of a prize pursuant to this 
section.

Section 30. No person shall sell a ticket or share at a price 
other than that fixed by the commission. No person other than 
a licensed lottery sales agent shall sell lottery tickets or shares, 
except that nothing in this section shall be construed to
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292 prevent any person from giving lottery tickets or shares to
293 another as a gift.
294 No ticket or share shall be sold to any person under age
295 eighteen, provided that a person eighteen years of age or older
296 may purchase a ticket or share for the purposes of making a
297 gift to a person under eighteen.
298 Whoever violates any provision of this section shall be
299 punished by a fine of not less than one hundred nor more'
300 than five hundred dollars.
301 Section 31. Whoever, with intent to defraud, falsely makes,
302 alters, forges, utters, passes or counterfeits a state lottery
303 ticket or share shall be punished by imprisonment in the state
304 prison for not more than three years or in a jail for not more
305 than two years, or by a fine of not less than one hundred nor
306 more than five hundred dollars.
307 Section 32. No ticket or share shall be purchased by, and
308 no prize shall be paid to any of the following persons: any
309 member or employee of the commission, or to any spouse,
310 child, brother, sister or parent residing as a member of the 
31 1 same household in the principal place of abode of any member
312 or employee of the commission.
313 Unclaimed prize money for the prize on a winning ticket or
314 share shall be retained by the executive director for the person
315 entitled thereto for one year after the drawing in which the
316 prize was won. If no claim is made for said money within a
317 year, the prize money shall be allocated in the same manner as
318 lottery revenues are allocated.
319 If the person entitled to a prize is under the age of eighteen
320 years, the executive director may require the appointment oi a
321 legal guardian to whom payment may be made.
322 Section 33. The apportionment of the total revenue^
323 accruing from the sale of lottery tickets or shares and from all
324 other sources shall be as follows: (a) the payment ot prizes to
325 the holders of winning tickets or shares which in any case shall
326 be no less than forty-live percent of the total revenues accruing
327 from the sale of lottery tickets; (b) the payment ot costs
328 incurred in the operation and administration ot the lottery,
329 including the expenses of the commission and the costs
330 resulting from any contract or contracts entered into lor pro-
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331 motional, advertising or operational services or for the purchase
332 or lease of lottery equipment and materials which in no case
333 shall exceed fifteen percent of the total revenues accruing from
334 the sale of lottery tickets, subject to appropriation; and (c) the
335 balance to be used for the purposes set forth in clause (c) of
336 section thirty-four.
337 Section 34. There shall be established and set up on the
338 books of the commonwealth a separate fund to be known as
339 the State Lottery Fund. Said fund shall consist of all revenues
340 received from the sale of lottery tickets or shares, and all other
341 monies credited or transferred thereto from any other fund or
342 source pursuant to law.
343 The state lottery fund shall be expended
344 only for the following purposes: (a) for the
345 payment of prizes to the holders of winning lottery tickets or
346 shares; (b) for the expenses of the commission in administering
347 and operating the lottery, as certified by the commissioner of
348 administration, and the state treasurer shall transfer said amount
349 to the General Fund; and (c) the balance of said fund, as
350 determined by the comptroller, on June thirtieth and
351 December thirty-first of each calendar year, shall be credited to
352 the Local Aid Fund established under the provisions of section
353 two D of chapter twenty-nine, and shall be distributed to the
354 several cities and towns in accordance with the provisions of
355 section eighteen C of chapter fifty-eight.
356 Section 35. The commission is hereby authorized to
357 establish and conduct systems of off-track betting and wagering
358 on sporting events. The executive director may establish such
359 locations throughout the commonwealth for the purpose of
360 accepting wagers on the results of such horse or dog races held
361 within and without the commonwealth, and on such sporting
362 events as the commission shall deem to best serve the con-
363 venience of the public and to provide maximum economy and
364 efficiency of operation.
365 Section 36. Except for wagers on horse and dog races,
366 which shall be made in accordance with an established system
367 of pari-mutuel wagering, the kind, types and methods of all
368 wagering shall be determined by the commission after it has
369 studied and investigated the type and methods of wagering for
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370 each kind or type of contest, the manners and methods for the
371 determination of awards or dividends to winning patrons, and
372 the time and method of payment of such awards or dividends
373 to winning patrons.
374 Section 37. The commission shall become the custodian for
375 such sums as may be deposited with it by patrons as wagers.
376 The executive director, subject to the direction of the com-
377 mission, shall return to the winning patrons as an award or
378 dividend, such amounts as herein provided.
379 (a) For wagers deposited on the speed or ability of any one
380 or more horses or dogs in a race or races within and without
381 the commonwealth, the award or dividend shall be computed
382 according to the acknowledged and recognized rules and
383 methods under which the pari-mutuel system has been
384 operated; all such sums deposited will be returned to the
385 winning patrons less the total percentages withheld and the
386 breaks as defined in section five of chapter one hundred
387 twenty-eight A.
388 (b) No less than fifty percent of all sums deposited by
389 patrons as wagers on the results of sporting events will be
390 returned to winning patrons according to a system or systems
391 developed and established by the commission less the breaks as
392 defined in section five of chapter one hundred twenty-eight A.
393 Section 38. The commission may, subject to appropriation,
394 deduct from the total sums deposited with it from patrons as
395 wagers on the results of a race or races and sporting events no
396 more than fifteen percent of such total to pay for the expenses
397 and costs incurred in the operation and administration of the
398 systems of betting and the operation, leasing and management
399 of the locations in which patrons may deposit money as
400 wagers, which percentage shall also include but not be limited
401 . j the expenses of the commission and the costs resulting from
402 any contract or contracts entered into for promotional, ad-.
403 vertising or operational services or for the purchase or lease of
404 equipment and materials and the commission’s employees.
405 Section 39. All sums deposited by patrons as wagers shall be
406 distributed to the holders of winning tickets or other evidence
407 of winnings as may be prescribed and recognized by the corn-
408 mission, less the percentages which the commission may deduct
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409 therefrom as provided in this law, provided that such tickets or
410 other evidence entitles the holder thereof to said winnings. If
411 no claim is made for said winnings within one year of the race
412 or sporting event to which such claim applies, such winnings
413 shall be credited to the general fund pursuant to clause (c) of
414 section forty of this chapter.
415 Section 40. There shall be established and set up on the 

*416 books of the commonwealth a separate fund to be known as
417 the Public Wagering Fund. Said fund shall consist of all
418 revenues received from wagers placed with the wagering
419 division of the commission, and all other monies credited or
420 transferred thereto from any other fund or source pursuant to
421 law.
422 The Public Wagering Fund shall be expended only for the
423 following purposes: (a) for the payment of prizes to winning
424 patrons; (b) for the expenses of the commission in adminis-
425 tering and operating the wagering division, as certified by the
426 commissioner of administration, and the state treasurer shall
427 transfer such amount to the General Fund; and (c) the balance
428 of said fund, as determined by the comptroller, on June
429 Thirtieth and December Thirty-first of each calendar year, shall
430 be turned over to the state treasurer for the general fund.
431 Section 41. The executive director may license agents to
432 receive from patrons as wagers sums of money on the results of
433 races and sporting events provided that no minor shall be
434 licensed as an agent, and the commission is to determine the
435 manner and amount of compensation, if any, to be paid
436 licensed agents and the qualifications which may be required 
43 7 for a person to become a licensed agent.
438 Section 42. The commission may establish or approve an

.439 off-track pari-mutuel betting pool for horse and dog races held 
^440 without the commonwealth; the commission may also establish
441 or approve an off-track pari-mutuel betting pool on racing
442 meetings held at tracks within the commonwealth, which pool
443 combines bets placed on and off the track in a single pari-
444 mutuel pool, and shall, in that event, adopt rules and
445 regulations to assure the equalization of the disposition of the
446 pari-mutuel pool.
447 Section 43. At the request of the commission, a track
448 operator conducting racing meetings within the commonwealth,
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449 shall, upon such terms and conditions as may be agreed upon
450 by such operator and the commission, provide appropriate
451 space and facilities at its track whereby the commission may
452 cause bets and other racing information to be transmitted and
453 received. The operator shall be entitled to receive as corn-
454 pensation a maximum of one and one-half per cent of the
455 amount of such single pool bets placed off the track, which
456 compensation shall include the rental and use of the space and
457 facilities at the operator’s track Tor the use of the commission,
458 and an additional one-half of one per cent thereof to be used
459 for the purpose of increasing purses (including stakes,
460 premiums and prizes) awarded to horses or dogs in races
461 conducted by such operator with respect to which such single
462 pools are established.
463 In the event that the commission shall be unable to agree
464 with such operator upon the space and facilities or the use and
465 occupancy thereof by the commission, the state racing corn-
466 mission shall, upon application in writing made either by the
467 commission or by such operator, determine the appropriate
468 space and facilities to be provided to the commission and the
469 terms and conditions of its use and occupancy by the corn-
470 mission exclusive of the consideration payable thereto by the
471 commission to the operator, taking into consideration the re-
472 quirements and services needed by the commission from the
473 operator.
474 Upon the rendering of the determination of the state racing
475 commission, the commission shall be entitled to use and
476 occupy immediately the space and facilities awarded by such
477 racing commission, upon the terms and conditions prescribed
478 by said racing commission.
479 The executive director may at each track within the corn-
480 monwealth at which racing meetings are conducted upon which
481 the commission accepts bets, utilize the space and facilities
482 made available thereat as provided herein so as to cause (a) the
483 bets received by the commission on each race at such track to
484 be transmitted to such track and incorporated in the ap-
485 propriate pari-mutuel pools thereat as the commission may
486 provide, and (b) the transmission of odds on horses, results ol
487 races, values of winning tickets and other racing information
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488 from such track to such offices, facilities or locations of the
489 commission as the executive director shall determine are
490 necessary, desirable or appropriate.
491 Section 44. The executive director shall cause all single pool
492 bets on each race to be transmitted to each such track in such
493 manner and at such time as to make possible the inclusion of
494 such bets among the bets reflected in the pari-mutuel pools 

} 495 established at such track by the track operator for such race.
496 Such operator shall cause all bets, received from the
497 executive director prior to the closing of each pool to which
498 such bets relate, to be included among the bets reflected in
499 such pool.
500 Determination of the odds on horses and dogs and the
501 amount due to winning patrons as wagers, whether their bets
502 are placed at the track or at locations of the commission, shall
503 be made in the same manner as if the sums represented by
504 such transmitted bets were actually included in each pool to
505 which such transmitted bets were actually included in each
506 pool to which such transmitted bets relate.
507 If any track operator shall refuse or fail to comply with the
508 provisions of this law, the executive director shall be entitled
509 to apply to the Superior Court of the County in which the
510 track is located for an order or judgment directing such track
511 operator to comply with such provisions and grant to the
512 commission relief and such other appropriate orders and judge-
513 ments as are necessary to enforce the provisions of this law.
514 Nothing in this law shall be construed so as to require the
515 commission to pay or deliver to any track operator any sum
516 received from any patron by the commission as a wager or
517 otherwise, but the net amount due from the commission to the
518 operator (in the event that payments to winning bettors on the 

I 519 track exceed the portion of the pari-mutuel pool attributable
520 to bettors on the track) or the net amount due from the
521 operator to the commission (in the event that payments to
522 winning bettors off the track exceed the portion of the pari-
523 mutuel pool attributable to bettors off the track), as the case
524 may be, shall be paid within seven days from the race.
525 Immediately after the conclusion of any horse or dog race
526 conducted at any track within the commonwealth by a track
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527 operator, such operator, if the executive director has so
528 requested, shall notify the commission of the official results of
529 the race. Such notification shall be given in such a manner as
530 the executive director shall designate, and the commission shall
531 pay the expense, if any, entailed in such notification.
532 Section 45. The commission, or its duly authorized represen-
533 tatives, shall at all reasonable times have access to the records
534 and books of any track operator within the commonwealth for
535 the purpose of examining and checking the same to ascertain
536 whether or not the proper amount has been or is being paid
537 to the commission and whether or not the proper amount has
538 been or is being paid to the track operator from the corn-
539 mission.
540 The commission may also from time to time require sworn 
.541 statements of wagers placed on track and may supply blanks
542 upon which such reports shall be made. Any track operator
543 failing or refusing to make such report as herein provided, or
544 failing or refusing to pay the amount found to be due as
545 provided in this law, shall be deemed guilty of lar ony and
546 upon conviction shall be punished by a fine of "ot less than
547 one thousand nor more than ten thousand dollars.
548 Section 46. No minor shall be permitted to be present in
549 the premises or locations operated by the commission for the
550 use of its patrons. The executive director shall have the right to
551 require patrons at locations to produce proof of age and
552 identity.
553 Persons under the influence of alcohol, bookmakers and
554 disorderly persons shall not be admitted to or permitted to
555 remain in any such location. The executive director shall not
556 accept wagers (a) from minors or bookmakers; (b) any time
557 after the last transmission to the commission of wagers placed
558 by the patrons so that said wagers may be delivered to the
559 mutuel department manager at each track in which the off-
560 track bets shall be part of the same pool as on-track and before
561 the start of the race for that pool; (c) when investments are
562 not fully covered by cash in hand at the time of transmission;
563 (d) in amounts other than those designated by the commission;
564 (e) in any location or place prohibited by law or by the rules
565 and regulations of the commission; (f) in violation of such
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566 other reasonable restrictions promulgated by the commission in
567 its rules and regulations or in the directives of the executive
568 director.
569 Section 47. The executive director shall have the right to
570 refuse entrance to or eject from the commission’s locations any
571 person whose presence in or on said locations is detrimental, in
572 the sole judgment of the executive director, to the proper and 

*573 orderly operation of its locations. Any person who has been
574 notified by the executive director not to enter or attempt to
575 enter the premises and who, thereafter, without the express
576 approval of the executive director, enters or attempts to enter
577 such premises or locations, or any person who refuses to leave
578 upon the request of the executive director, shall be punished
579 by a fine of not more than one thousand dollars or by
580 imprisonment for not more than six months, or both.
581 Section 48. The commission shall issue rules and regulations
582 regarding the use of radio and television broadcasts and all
583 other kinds and forms of communications equipment, the dis-
584 tribution and sale of books, publications and printed or written
585 materials of any kind, the serving of food and drink, and the
586 handling of merchandise of any kind in its locations, provided,
587 however, that no person shall be permitted to bring into the
588 public area of any such facility or location, or to keep therein,
589 any communications equipment designed for or capable of
590 sending broadcasts or messages of any kind or to operate any
591 receiving equipment therein.
592 Any person violating such rule or regulation shall, upon a
593 complaint brought by the executive director, be punished by a
594 fine not exceeding five thousand dollars or by imprisonment
595 not exceeding one year or both.
596 Section 49. It shall be unlawful for any officer or employee 

|597 of the commission or of any entity, agency or concern retained
598 by the commission who is engaged or employed in the
599 operations of the commission, or of any person who
600 participates in a race or sporting event on which the corn-
601 mission is accepting wagers, to place a bet directly or indirectly
602 at any office, place, or location of the commission or to
603 receive any gratuity from any person who places a bet at any
604 such place or locations. Whoever violates any provision of this
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605 section shall be punished by imprisonment in a jail for not
606 more than two years, or by a fine or not less than one hundred
607 nor more than five hundred dollars.
608 Section 50. Any person, who with intent to obtain, or *
609 enable himself or any other person to obtain, any payment to
610 which he or such other person is not lawfully entitled under
611 this chapter, or who, with intent to cause the commission to
612 make any payment not lawfully due under this chapter, or*
613 with intent to defraud the commission, or any other person,
614 shall alter, change or interfere with any equipment or device
615 used in connection with off-track betting or betting on sports
616 events, or cause any false, inaccurate or unauthorized in-
617 formation, data, impulse or signal to be fed into, or trans-
618 mitted over, or registered in or displayed upon such equipment
619 or device, shall be punished by imprisonment in the state
620 prison for not more than five years or in jail for not more than
621 two years.
622 Section 51. The state auditor shall conduct an annual
623 post-audit of all accounts and transactions of the commission
624 and such other special post-dudits as he may deem necessary.
625 Section 52. The invalidity of any section or sections or parts
626 of any section or sections of this chapter shall not affect the
627 validity of the remainder of this chapter and if any clause,
628 sentence, paragraph, section or part of this chapter shall be
629 adjudged by any court of competent jurisdiction to be invalid,
630 such judgment shall not affect, impair, or invalidate the
631 remainder thereof, but shall be confined in its operation to the
632 clause, sentence, paragraph, section or part hereof directly
633 involved in the controversy in which such judgment shall have
634 been rendered.
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