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Good morning Chairman Montigny, Chairman Flynn and the members of the joint committee.  I want to thank the committee for convening today, and for allowing me and the members of my administration and other stakeholders to bring our views forward.   

As we are all aware, Massachusetts faces a great and growing need for new revenue.  The budget we passed this year relies heavily on one-time, non-recurring resources, and projections for the coming year show shortfalls in funds for local services along with weak overall revenue growth.  At the same time costs to meet crucial needs and fulfill prior commitments continue to rise.  

Take for example health care.  Right now we have a landmark reform process happening in real time.  In FY08, health service costs comprised nearly 45% of our state budget.  Those costs have continued to grow at three times the rate of inflation, meaning that we may be facing a scenario where maintaining our health care commitments in the next budget cycle could occupy fully half of our available resources.
In this first year we have focused on economic growth and real job creation.  We know that good jobs at good wages in every region of the state can generate long term and sustainable revenues to help us address the challenges we face. Job growth has been an all-hands-on-deck effort and the good news is that this year alone we have helped to create over 26,000 new jobs. Our efforts have included important actions on a wide range of initiatives – from streamlining state and local permitting to expanding film tax credits and broadband access, to making targeted, long-term investments in education, housing, life sciences, clean energy, roads, bridges and public transportation.    

We have also put forward a variety of revenue proposals.  We have submitted measures for cutting costs at state and municipal levels, closing unintended corporate tax loopholes and giving cities and towns the option to decide if a modest meals or hotel levy would improve their financial outlook.  As a measure of our continued support for those initiatives, and the priority I think they should be given in any revenue discussions we are having, I would like to formally resubmit for my previous testimony on the Municipal Partnership Act
.  I hope, as part of this effort, we can rededicate our efforts to finding these or similar solutions.   

Today I also want to focus on one piece of our comprehensive efforts at job and revenue growth: our bill authorizing the construction of three resort casinos.  We believe that resort casinos will serve a useful role in our broad plan to help Massachusetts “grow out” of its fiscal crunch and help bring over 100,000 new jobs to the Commonwealth in my first term.   

The proposed legislation is carefully crafted to incorporate the best of what has been learned in other jurisdictions’ real experience with casinos.  The newly created, independent, Massachusetts Gaming Authority will conduct, with the assistance of financial advisors engaged by the Authority, a competitive auction process to award up to three resort casino licenses that maximize capital investment, maximize job creation and maximize long-term economic development impact for Massachusetts.  

With competitive bids in each of three regions, a minimum fee of $200 million per license, and operating license fees of at least 27% of gaming revenues, applicants will compete against each other to secure a license from the Authority, assuring that the maximum value is returned to Massachusetts.  More on that later.
As you will hear in more detail from Secretary O’Connell and others, we have included generous provisions to accommodate any potential short-term impact on the lottery, as well as to make sure that we have best in class public health and public safety programs – as well as annual revenue streams to any impacted communities.  This is all before we distribute the remaining proceeds from the resort casinos – conservatively estimated at approximately $400 million annually – in direct property tax relief to homeowners and to make much-needed investments in transportation infrastructure.

Finally, to ensure the integrity of legalized gaming, a thorough and professional regulatory scheme is necessary.  Our legislation has already been hailed by many observers as a best in class model.  Our approach features separate investigatory and enforcement functions, and puts in place rigorous reporting requirements and monitoring functions as well as tough new criminal and civil penalties.  
The full cost of regulation and enforcement will be assessed against the casinos through licensing and other fees.  We are not creating any new financial burdens to perform this critical oversight role.  To make sure that the Authority remains independent, it will have ethics rules more stringent than what currently exist in Massachusetts for any similar authority or agency.
In the way of economic gains, the resort casino plan we have proposed would generate, by our conservative estimates, over $2 billion annually in new economic activity.  It would bolster our already strong tourist, leisure and entertainment sectors.  It would create over 20,000 permanent jobs at good wages and benefits, and engage the services of tens of thousands of construction workers.  

As I mentioned, our licensing process has written into it a baseline of $600 million in new revenue.  That, again, is a conservative estimate.  Certain investment banks have valued these licenses as high as $800 million
.     

We have also put measures in place to support resort casino jobs with a living wage, benefits, and opportunities for training and advancement. According to newspaper reports about the recent Foxwoods union drive, gratuity based employees (such as gaming dealers, one of the more common occupations in a casino) make on average, $45,000 to $50,000 per year.  
This is a chance to open up a broader spectrum of economic opportunities throughout the Commonwealth adding jobs in traditional industries like hospitality and construction to our growth in clean energy, high tech and the life sciences.  Those 20,000 new jobs will lead to an estimated $XX [ waiting on DOR] in income taxes alone to support services as well.
Resort casinos will require the input and approval of local residents before any shovels go in the ground.  And our plan requires developers – not taxpayers – to bear the cost of infrastructure improvements and expansions, promoting broad economic stimulus in a range of industries.
I would also like to address the perception that bringing resort casino to Massachusetts is going to significantly alter the character of our state.   Throughout our history, lotteries have been regularly used to support public projects like roads, bridges, libraries and other facilities.  In 1762 John Hancock raised lottery money to rebuild Faneuil Hall after a fire.  Lottery funds were used to finance the Revolutionary effort.  The dorm I lived in during my freshman in college was built entirely on lottery funds, as were most of the other dorms in Harvard yard.  Today the state lottery has for years helped us provide a steady infusion of support for local aid.  

I have even had occasion, in the last years of her life, to travel with my mother to casinos in Connecticut.  And I know if she were alive today, my mother would be one of the many adults I meet  from all across the state who tell me that they have been making their own decisions their whole lives and that it’s not up to the state to tell them how they should and shouldn’t spend their entertainment dollars.  

Indeed, nothing has prevented those individuals from visiting casinos.  1 in 4 Massachusetts residents says they make an annual trip to Foxwoods or Mohegan Sun.  Our citizens spend an estimated $900 million dollars a year at Connecticut casinos, netting our neighbor state approximately $120 million
.  Not only are we losing that revenue by not engaging this market, but we are forfeiting the opportunity to create those jobs here.  

For anyone here that might have at some point visited one of those establishments, you can see that those communities are functioning.  In fact, you may have seen in the news recently that in response to our proposal, economic leaders in Connecticut are suggesting that their state authorize the construction of another casino
. 
In the few unfortunate cases where gaming is more than recreation, individuals travelling across the border are bringing back issues of substance abuse and gambling addiction, without providing us the means to prevent and treat those problems.  In Massachusetts we currently spend approximately $1 million towards prevention and treatment of compulsive gambling.  The proposed 2.5% of gaming revenues dedicated to preventing and treating compulsive gambling, as well as drug and alcohol abuse and other related public health concerns – a much broader range of services than we offer now – will be the largest allocation in the country and over 50 times what we commit today.     
I understand that this is a revenue hearing, and that our casino bill is first and foremost a jobs proposal.  But there is no tax loophole we can close that will help us create 20,000 permanent jobs.  There are no changes we can make to the gas tax will help boost local economies.  If any industry came to Massachusetts proposing a steady stream of new revenue, tens of thousands of construction jobs, and tens of thousands of permanent good jobs for our communities, we would give it serious consideration.   

We have developed a serious, responsible proposal, one that maximizes economic and revenue growth, minimizes negative community impacts, and factors in community input like no other proposals that have been considered at any time in the recent past.  I ask you not to dismiss these ideas without a thorough review.  I think you will find – much as I did – that the reality of the matter is far removed from the highly emotional, politically charged back-and-forth around gaming in Massachusetts.  We need an honest, candid conversation.  Let’s have a robust debate, but let’s be sure that we are debating facts.  It would be irresponsible of us to neglect the possibilities this resort casino bill presents.    

We know that resort casinos can bring significant economic benefits to the Commonwealth, boost state revenues, and play a role in our overall plan for long-term success.  Done the right way, they can join the many reasons why Massachusetts is an international destination for travelers and tourists and a wonderful place to live.  I welcome your partnership on this and other measures, and look forward to working with all of you.  Thank you.
� Never testified in support of his bill to close corporate tax loopholes, H. 3756, the Tax Fairness Act, because the Revenue Committee has never scheduled a hearing (-David Sullivan ANF)


� Awaiting story…


� A major factor driving the debate in Massachusetts is the estimated $900 million that Bay State residents spend annually at the Connecticut casinos. That means Massachusetts residents are contributing $120 million to Connecticut coffers.  � HYPERLINK "http://www.boston.com/news/local/connecticut/articles/2007/12/12/panelists_urge_3d_conn_casino_to_counteract_mass_plans/" ��http://www.boston.com/news/local/connecticut/articles/2007/12/12/panelists_urge_3d_conn_casino_to_counteract_mass_plans/�


� Panelists urge 3d Conn. casino to counteract Mass. Plans � HYPERLINK "http://www.boston.com/news/local/connecticut/articles/2007/12/12/panelists_urge_3d_conn_casino_to_counteract_mass_plans/" ��http://www.boston.com/news/local/connecticut/articles/2007/12/12/panelists_urge_3d_conn_casino_to_counteract_mass_plans/� 








PAGE  
1

