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To: Senator Fonfara, Co-Chair
Representative Berger, Co-Chair
Senator Frantz, Ranking Member
Representative Davis, Ranking Member
& other distinguished members of the Finance, Revenue and Bonding Committee

From: Anne M. Noble, President and CEQ, Connecticut Lottery Corporation
860-713-2816, anne.noble@ctlottery.org

Re:  Support for “An Act Concerning Keno”

Date: April 15, 2015

Good afternoon, Chairpersons Fonfara and Berger, Ranking Members Frantz and Davis, and other
distinguished members of the Finance, Revenue and Bonding Committee. My name is Anne
Noble, and 1 am the President and CEO of the Connecticut Lottery Corporation. | appreciate the

cpportunity to speak to you today on “An Act Concerning Keno.”

The CT Lottery strongly supports this bill because it ensures the Lottery will remain a stable and

sustained source of revenue for the state in years to come.

Since 1972, the Lottery has added value to Connecticut. In that first year, the Lottery returned
$800,000 to fund state needs. In fiscal year 2014, the Lottery returned a record $319.5 million,
our fifth consecutive record year. In total, we have provided $8.3 billion to the General Fund,
and our retailer partners have earned more than $1.3 billion. Anumber of retailers are here today
to support ﬁassage of CT Keno. The Lottery is a significant revenue stream in the state budget

and has, for the last two years, contributed more than both casinos combined.

Consistent with its clear mission to raise revenue in an entrepreneurial manner, the CT Lottery
has been doing well and was the only lottery in New England to increase beneficiary returns in

fiscal 2014 over fiscal 2013 (Attachment A -State Revenues from Gambling Show Weakness
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Despite Gambling Expansion). However, despite its success, the CT Lottery is fast approaching
the limit for generating incremental revenue, which is why this bill is important. Our returns to
the state may be jeopardized if restrictions that affect our ability to act in an entrepreneurial
manner remain in place. This is especially true if casino expansion off tribal lands is ailowed. In
fact, we budgeted a slight decrease in General Fund transfers for fiscal 2015. This bill allows the
Lottery t.o offer new products and enhances our ability to market our games .fairiy and
responsibly. Keno would also place CT in parity with the states around us and would ensure our

ability to compete effectively in the gaming market space. We strongly support its passage.

Thfs hearing, like others in the past, is a good way to understand Keno. Keno is a lottery game, a
game of chance played for entertainment and prizes, and lottery products are popular in
Connecticut. But Keno has been repeatedly mischaracterized to you as “electronic gambling,”
like it is a slot machine. It is not. It is a lottery draw game sold by our retailers from the same
lottery terminal used to sell Powerball, Mega Millions and all similar games. The Lottery’s
Director of Recruitment and Retailer Relations will testify shortly to explain how it works, provide
you with a brief demonstration, and answer questions you may have regarding the equipment
and process needed to sell the product. Keno can be played in restaurants, taverns, civic and
fraternal clubs as well as in any existing location where lottery products are already soid. Keno
is sold in RI, NY and Massachusetts, where it achieved sales of $1.5 billion in fiscal 2014 in those
states. If you traveled to those states for dinner or entertainment fecently, you may or may not
have noticed Keno being sold. For those who want to play, it is an addéd form of entertainment

while dining but many never notice it is even available.

Keno will boost sales, broaden our customer base, increase the number of retailers, and
ultimately help to ensure consistent or growing General Fund returns, as it has elsewhere. The
trajectory of Keno sales by lotteries that sell Keno typically shows an overall steady upward climb,
and we would expect the same for Connecticut. In the first three years of operation, Keno is
projected to increase gross lottery sales by $25 million, $50 million, $70 million, respectively,
more after that, and likely eventually eclipse sales of our biggest game, Powerball. That revenue
would mean sustained and even growing returns to the General Fund,'rather than the reverse,

which is rapidly becoming the status quo for states that are unable to offer new products. Keno



is a way for CT’s Lottery to maintain, and possibly increase, our General Fund transfers, especially
as we begin to experience other consumer spending options, including potential casino

expansion.

We welcome the current conversation about Keno. The CT Lottery is ready to implement Keno,
. and could likely do so within six months of authorization. We are experienced in launching new
games. We have the expertise, infrastructure, and vendor relationships in place to launch and

operate this game with the highest standards of integrity and responsibility.

Even as the rates of problem gambling decline nationally (Attachment B - U.5. Problem Gambling
Stable Despite Expansion), we recognize that, for a small portion of the population, gambling can
be a problem and the Lottery must address that issue, no matter the rate. When Keno was
authorized in 2013, we were required to contribute an additional $400,000 annually to the
Chronic Gambler’s Rehabilitation Fund. When Keno was repealed, the additional $400,000
annual contribution was not. So by the end of this fiscal year, the Lottery will have contributed
close to one million additional dollars to problem gambling without a single Keno ticket ever
being sold. We will continue to support needs-based funding of responsible gambling efforts. Of
twenty-nine U.S. lotteries that responded to a 2013 National Association of State and Provincial
Lotteries survey (Attachment C), regarding problem gambling funding, results showed that the
CT Lottery provided the greatest financial support, regardless of population. The Lottery takes
seriously its commitment to market games responsibly. Working in collaboration with the CT
Council on Problem Gambling and the Department of Mental Health and Addiction Services,
Keno’s launch will include two public awareness campaigns on problem gambling. We will
continue to train retailers and employees to ensure that those who need and want help, get help.
We will encourage play as entertainment, teaching consumers to be well informed and to
understand the odds and risks. Our consultation and collaboration with mental health experts

will continue and flourish.

Information about the CT Lottery’s long-standing and precedent-setting commitment to social

responsibility is included on www.ctlottery.org. Our efforts include proactive inquiries about

game design to leading experts in the field of problem gambling. Relevant to this billis an inquiry

made to Dr. Jeff Derevensky (Attachment D), a renowned researcher of child and adolescent high-
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risk behaviors regarding keno and youth gambling. According to Dr. Derevensky, Keno is not

particularly attractive to youth.

Finally, | want to address our unequivocal support for two other important provisions of this bill.
First, Section 2 of the bill removes antiquated language that prohibits the Lottery from using the
internet to offer promotional play or effective loyalty programs, which are enjoyed by customers
of many lotteries as well as by patrons of the tribal casinos. S.econd, Section 4 of this bill protects
the CT Lottery's exclusive right to operate and sell lottery games off of tribal reservations, a

matter of particular importance as casino expansion is discussed and debated.

Thank you for your time, and | am happy to answer questions.
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State Revenues from Gambling Show Weakness
Despite Gambling Expansion

Lucy Dadayan

NOTE: This report covers tax and fee revenues collected from major types of gambling activities for
Sfiseal years 2013 and 2014. We will release a more detailed analysis of the trends observed before and
after the Great Recession in the forthcoming "Blinken Report."

This Data Alert examines four types of legalized gambling from which states earn significant revenues —
lotteries, casinos, racinos, and pari-mutuel wagering. We also provide an overview of revenues from
video gaming in states for which we were able to obtain data. In this Data Alert, we define revenues as
money collected from various taxes and fees transferred to state and local governmenis.

State-sanctioned and operated gambling has expanded in recent years. Currently 43 states operate
lotteries, 17 states operate commercial casinos, 13 states operate racinos, and over 40 states have pari-
mutuel wagering. Among the states with casino and racino operations, seven states operate both types of
facilities: Indiana, lowa, Louisiana, Maryland, Ohio, Pennsylvania, and West Virginia.

All states except Hawaii and Utah collect revenue from one or more types of gambling, In Alaska, legal
gambling occurs only where sponsored by Native American tribes.

States derive the bulk of gambling-related revenues from three major sources—lotteries, casinos, and
racinos. While casinos experienced dramatic growth during the 1990s, that trend shifted downward over
the past decade. In recent years, much of the growth has shifted to racinos-—hybrids of casinos and
racetracks —as more states have approved such facilities. Pari-mutuel betting, once the major source of
gambling revenue for states, now represents less than 1.0 percent of such revenue.

When tax revenue weakens during economic downturns, states often consider expanded gambling
operations among other options for balancing budgets. That has been no exception during the Great
Recession and its aftermath. Since the recession began in December 2007, over a dozen states have
enacted various measures to expand gambling. For example, states introduced new forms of gambling
such as video games, sports betting, card rooms, and iGaming. Four states—including Maine, Maryland,
Ohio, and West Virginia—legalized casino operations. Several states — including Delaware, Maine,
Maryland, Pennsylvania, and Rhode Island—legalized poker and other table game operations at their
casinos and racinos. New York and nine other states entered into an agreement to create a new multistate
lottery game. In New Hampshire, a 10 percent tax was put on gambling winnings greater than $600
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annually. Internet gambling, or the so-called iGaming, appears to be the next target for many states.
Currently, internet gambiing is legal only in three states —Delaware, Nevada, and New Jersey.

Table 1 shows state-by-state revenue collections in major gambling revenue for fiscal years 2013 and
2014. Table 2 shows the percent change in gambling revenues from fiscal year 2013 to 2014.

In fiscal year 2014, gambling revenue has weakened. States' revenues from the gambling showed soft
growth at .6 percent in fiscal 2014 compared to fiscal 2013. After adjusting for inflation, revenues from
gambling declined by 0.8 percent in fiscal 2014. Revenues from gambling showed a mixed picture in
fiscal 2014. Revenue from lottery operation, the most significant source of all gambling revenue, showed
a 0.6 percent growth for the nation in fiscal 2014. Revenues from casino operations, the second largest
source of all gambling revenue, declined by 1.4 percent. Revenue collections from racino operations
increased by 1.5 percent, while revenues from pari-mutuel wagering declined by 3.5 percent. Tables 1 and
2 also show revenues collected from video gaming activities in five states. In fiscal 2014, revenues from
video gaming showed 19 percent growth. The large growth in video gaming revenues comes largely from
Illinois, where video gaming operations were legalized only recently, in July of 2009.

The growth is not evenly distributed among regions. States in the Mid-Atlantic, New England, Plains, and
Rocky Mountain regions saw declines in revenues from gambling while states in the Far West, Great
Lakes, Southeast, and Southwest saw growth in fiscal 2014 compared to fiscal 2013. The largest growth
was recorded in the Great Lakes region at 3.1 percent, while the largest decline was reported in the Plains
region at 3.9 percent. Growth in the Great Lakes region is mostly attributable to two states, Illinois and
Ohio. In Tllinois, gambling revenues were boosted mostly by newly legalized video gaming operations.
The growth in Ohio came from two new casinos and three new racinos.

Of the 47 states with gambling revenue, 27 states reported declines over the year, with nine states
reporting declines of more than 5 percent.

The recent geographic expansion of gambling created stiff competition for certain regions of the nation.
Therefore, the weakening of the growth in gambling revenues is also attributably to market saturation.
Within certain regions, expansion of gambling means rivalry for the same pool of consumers. For
example, Pennsylvania enjoyed strong growth in revenues from casino and racino operations until the
opening of new casinos and racinos in the neighboring states of Maryland, New York City, and Ohio.



Tabie 1: Gambiing Revenues from Major Types of Gambling, FY 2013 and FY 2014 (3 millions)

Video Lottery Terminal (VLY) revennes inctuded in racines

Fiscal Year 2013 Fiscal Year 2014
State . . s .
N . Video Pari- ; R Video Pari-
Casino Racino Gaming mutuel Total Lottery Casino Racine Gaming mutuel Total
145.6 3,188.1 140.5

5,366.4

48491 27,1700

582,0 27,343.6

United States
SN Fgtand
Connecticut
Maine
Massachusetts
New Harnpshire
Rhode Island
Verment
VoAl
Dz;.-l-a-ware
Maryland
New Jersey
New York
__Pennsy]vaqja ‘

i ﬂh’ncis o
Indiana
Michigan
Ohia
‘Wisconsin

Towa
Kangas
Minnesota
Missouri
Nebraska
North Dakota
South Dakota

Arkansas
Florida
Georgia
Kentucky
Louisiana
Mississippi
North Carclina
South Carelina

Temnessee

Virginia

West Virginia

Arizona
New Mexico
Cklahorma

Nevada

Oregon
‘Washington

548.4
135.2

97.4

4642

432.2
263.8

392.1

1.8 937.6
0.7 75.0
3158 12 3804

35383
2571

3427
264.0
2734

95.6

4388

1525

1821 7.1 410

2478

892.1 9124
0.8 5492 5089
1.6 140.8 1477

L8

937.7

111.3 2.5
4.3 1,006.3
148.0 5.0 11914

1740

587 1759 6.2

0.7 509.7
1.5 1452

Sources: Census Bureau (pari-mutuels); Rockefeller Institute review of state lottery and gaming regulatory agencies’ financial reports for lottery, casino, racino, table games, and video

gaming revenues.

Note: VLT revenues for the following six states are excluded from Iottery and included in racinos: Delaware, Maryland, New York, Ohic, Rhode Island, and West Virginia.



Table 2: Percent Change in Gambling Revenues, FY 2013 to FY 2014
VLT revenues included in racinos
Video Pari-
Gaming mutuel

United States 0.6 (14) 15 19.0 (3.5)

State Lottery Casino Racino

few Eaglan Saty

Connecticut (11.5)
Maine (12.2)
Massachusetts 2.7 (32.0)
New Hampshire (2.6) 222
Rhode Island (8.3) 07 (0.3)
Vermont

MidA
Pelaware
Maryland (4.4) 15.8
New Jersey
New York

Indiana 116 (16.0)
Michigan (0.2) 3.4
Ohio 1.6 213
Wls ansin

lowa
Kansas {0.3) (1.9
Minnesota {6.0}
Missouri {0.9) (5.5)
Nebraska {5.0)
North Dakota {1.3)
South Dakota {1.4) (3.6)

 Southesst By
Alabama
Arkansas (9.7)
Florida 5.0 14.1 8.1 3.9
Georgia 1.9 1.9
Kentucky 1.0 (50.0) 0.0
Louisiana 6.5 2.0 (3.8 (3.4} {13.3) 12
Mississippi {6.0) 6.0
North Caroline 51 5.1
South Carolina 3.4 84
Tennessee .7 mn
Virginia 10.7

West Vi a7
Arizona
New Mexico
Oklahoma
Texas
[Rocky Mountain |\,
Colorado
Idaho
Montana
Wyoming
SFarWest o

California
Nevada 23 23
Oregon (7.2} (3.9} (7.2
Washington 6.1 3.2) 59

Sources: Census Rureau (pari-mutuels); Rockefeller Institute review of state lottery and gaming regulatory
agencies® financial reports for lottery, casino, racine, table games, and video gaming revenues.
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About the Rockefeller Institute of Government

The Nelson A. Rockefeller Institute of Government is the public policy research arm of the State University of
New York. The Institute conducts fiscal and programmatic research on American state and local governments.
Journalists can find useful information on the Newsroom page of our Web site, www.rockinst.org.

In addition, you can sign up to follow us on &3 Facebook or &4







ATTACHMENT B

U.S. Problem Gambling Stable Despite
Expansion, Study Finds

20TH NOQV 2014 | WRITTEN BY: SARA FRIEDMAN

Despite the rapid expansion of casine gaming over the past ten years, U.S. prablem gambling rates have remained stable, according
to a new national study.

Between 1999 and 2013, the prevalence rate cf problem or at-risk gamblers remained stable, in the range of 3.5 to 5.5 percent of the
populatien, according to a new study by John Welte, a senior research scientist at the University of Buffala's Research Institute an
Addictions.

Welte's study is based on a naticnal telephene survey that was conducted in 2011-2013 as a fellow-up to previous research from
1999-2000.

Qver the past ten years, the-average number of days per year on which respondents gambled decreased from 59.9 to 53.6, the
study found. However, the average loss or win per visit increased frem $54.01 to $70.12.
In Welte's previous research published in 2004, he found that respbndents who lived within ten miles of a casino were twice as

likely to be problem gamblers.

The most recent study found 24.7 percent of respondents were living within ten miles of a casino compared to 11.4 percent in
199%-2000; however, that did not increase the level of gamiling addiction among the respondents.

The proportion of people showing signs of addictive behavier in the past 12 months, according to the DSM-IV and SOGS screening
tests, was 0.83 percent in the latest study compared with 0.82 percent a decade earlier.

*| was surprised by the results because | expected the number of problem gamblers to go up,” Welte told GamblingCompliance.

Weite's studies continued to find that problem gamblers are mare likely to be male, black or Hispanic and from a lower sacio-
economic class.

Respondents bought fewer lottery tickets and increased their online gambling activities compared with ten years ago, but the Level
of casino gambling remained steady.

One possible reason for the stabilization is the 2008 recession that hit the amount of discretionary income that Americans were
willing to spend on gambling, with less preblem gamblers created as a result, said Welte.

“The recession certainly impacted the industry,” he said.
Another possible factor is the greater availability of information an gambling risks.

Across the country, 34 of 50 states provide today some sort of funding for problem gambiling services, according to the Nationat
Council on Prablem Gambling (NCPG). '

“People are much more familiar with gambling in this decade and several of the large companies now have responsible gambling
palicies,” said James Whelan, co-directar of the Institute for Gambling Education and Research at the University of Mermphis.

To date, the main academic theory on the stabilization of problem gambling rates over time has been so-called “adaptation.”

Under this theory, an increase in exposure to gambling venues initially leads to increases in the rates of problem gambling, but the




Ath adaptation, preblem gambiing rates level off and decline,” Howard Shaffer, director of the Division of Addiction located at
Harvard Medical Schoo, told GambiingCompliance.

&
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"It is clear that expansion of gambling exposure does not automatically lead tc
increases in the rates of prolalem gambling,” SUNY Buffalo researchers found,

Shaffer introduced the adaptation theory in the 19905 Workihg with Debi LaPlante, a fellow researcher at Harvard, but Welte's recent

research was the first time that it was tested on a national scale.

Donald Black, a professor of psychiatry at the University of lowa, has aiso conducted research on problem gambiing in lowa and
reached similar conclusions to Weite's study.

“i found a prevalence of 1.4 percent in lowa in 2008 even though the number of oppaortunities have skyrocketed since my last sample
was collected in 1995, Black told GamblingCompliance.

“[Wetlte's] study shows how Dr. Shaffer's theory is probably correct that the initial novelty of gambling witl only spur interest uptoa
certain point,” said Black.

Welte's research also noted similar studies in cther countries had shown prevalence rates stabilizing over time, with one exception
being a slight increase noted in a 2010 UK study.

Epidemiologist Rachel Vo[bérg has conducted studies on problem gambling in several states, Canada and New Zealand.

Mer research has fourd five possikle explanations for the stabilization of problem gambling rates: increasing awareness of patential
harm; decrease in participation overall in gambling; people being removed from the pool of problem gamblers through
incarceration or suicide; increase in industry problem gambling efforts and availability of treatment resources: and the increasing
age of the population.

“Increased awareness means more people are aware of the risks,” Volberg told GamblingCompliance.

Volberg, a professor at UMass Amherst, will also lead upcoming research into problem gambling in Massachusetts by studying a
single group of people befare, during and after the rollout of casinos in the state.

That research will be the “first-of-its-kind, multi-year cohort study to examine how gambling problems dévelop over time and thus
flluminate the causes of problem gambling,” according to the Massachusetts Gamirg Commission.

Other academics agreed Welte's recent wark would also have benefited from using the same respondents across his two studies a
decade apart.

However, Welte said it would not have been possible to do that without excluding younger adults altogether from the second study.

"My single objective was to find out if these problern gambling rates were the same,” said Welte. “If we interviewed the same
people In both studies, the youngest would be 32 now and we would aiso not be getting the people who have moved to the U.S.in
the past ten years.”

Welte’s s the sixth national research study on probitem gambling, and the first since the professor's 2004 work, according to Keijth
Whyte, executive director of the NCPG.

2 believe that the [problem] gambling rate is influenced by other factors than proximity,” Whyte told Gambi ngCompliance.



Welte's study was funded by a grant from the Nationai Institute of Health, but Whyte laments that no feceral money has been
provided for problem gambling research.

"Not a single cent of money dedlicated to problem gambling comes from the federal government, and they make $7on a year from
gambling,” said Whyte.

American Gaming Asscciation president Geoff Freeman applauded Welte's repart as evidence of the strong responsible gambling
programs created by scme casine companies. "

“This study provides yet another piece of evidence that nearly ail casinc visitors continue to enjoy the first-rate entertainment
experience our members provide in a respansible manner, even as more communities across the country have added gaming
because of the many benefits we consistantly detiver,” Freeman said in a statement:

Topics: Player Protection
Geography: United States
Sectors: Casino Horseracing/Racino Slot Machines
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Table < If yes, how much?

$300,000

6 FUNDING 3

Arizona $300,000
Arkansas $200,000 | $200,000
British Columbia $6.5 million None
California $125,000 None
Colorado $50,000-$70,000 Nona
Connecticut $2-$2.5.million $1.9 million
Georgia $200,000 $200,000
Hinols $14,000 None “
Kansas $80,000 $80,000
| Kentucky $17,000 Nong
Louisiana $500,000 $500,000
Massachuselts $1 8 miilion Appropriated by legislature annually
Michigan $1 miliion $1 million
Minnesots $2.2 million Virtually alt ]
Missouri $105,120 None
Nebraska 1% procesds + $500,000 1% proceeds + $500,000
New Jersey $15,000 None
New Mesxico $145,000 None
Nerth Carolira $1 million $1 mition
North Dakota $200,000 $200,000
Chio $915,000 Nang
Oklahoma $500,000 $500,000
Oregon at feast 1% pro-ceéds a.nnfually at least 1% ofrprpc:eeds annually
Quebec $30.6 million None
| Rhode Island $162,000 $100,000
South Dakota $214,000 $214,000
Vermont "$200,000 None
Virginia $30,000 None
Washington 0013 of net receipts 0013 of net receipts
West Virginia $1.5 mitlion minimumn of $400,000, maximum of $2M
Wisconsin $800,000 $396,000

|

TASPL 2013 Responsthie Ganhiing Survey
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December 15, 2010

Mr. Martin Staufier Mr. Kenneth Saceente
127 Orchard Road 524 Ridgeview Road

West Hartford, CT 06117 Orange, CT 06477

Dear Marly and Ken:

After our Board meeting last week, and in response io your guestions, | spoke
with Dr. Jeffrey Derevensky regarding the impact of Keno on minors and problem
gamblers. Dr. Derevensky is a well-known, well-respected, highly credentialed
and widely published expert in the field of youth gambling. He is co-Dirsctor of
the International Cenire for Youth Gambling Problems and High-Risk Behaviors,
as well as Professor of Applied/Child Psychology and Professor of Psychiatry, at

McGill Universlty in Montreal, Canada.
The following synopsizes my-conversation with him;

in Dr. Derevensky's opinion, minors aren't typleally interested in the game of
Keno, much as they aren'i typicaily interesied in other matrix-style games. He is-
not aware of any research indicating that adolescent children are attracted to, or
develop problems as a result of playing Keno. Further, he has not treated nor
been exposed to an adolescent Keno problem gambier, Adolescent children who
present for frealment as problem gamblers de not indicate Keno as their game of
choice. According to Dr. Derevensky, these children are much more sensitive io
video lottery terminals (VLTs) or scratch games.. Interestingly, oo, even when
Keno is displayed as one of the game options on the VLT, he said that young
people do not select Keno. They will, instead, choose blackjack and/or poker.

Whén asked whether the selling !ocaﬂonh (sucﬁ as restaurants, diners, cafes) -
might encourage minors fo play Keno, Dr. Derevensky opined that it would not.
When asked whether the graphics on the monitors would aftract minors fo play

Keno, Dr. Derevensky again opined that they would not.

....................................................................................................................................................................... TP
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The only caveat io our discussion came when we talked about possible Keno
prizes. Dr. Derevensky stated that large cash prizes would not atfract
adolescents fo play Keno, in much the same way that large cash prizes don't
attract adolescents io play Powerball or Mega Millions. Certain non-cash prizes
may attract minors, but the Lottery has no intention. of deslgning a Keno game

with such 'prizes.

Dr. Derevensky reiterated the congerns that the Lottery has already recoghized
with regard to Keno and the problem gambler, such as the speed and frequency
of play. Game design and retail instructions must certainly accommodate those

issues.

The Lottery's support for needs-based funding for problem gambling in
Connecticut would include funding for Inpatient treatment programs. We believe
it is important to support prevention and treatment for problem gamblers,
including funding for families and youth who can also be negatively affected by

problem gambling.

| hope this addresses the specific questions raised regarding Keno and youth
" gambling risks. ' :

Sif@re!y,
D b

Barbara Porio
Vice President Operations & Adminisiration
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