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CHAIRMAN'’S
REPORT

Casino gambling, still shy
of its ninth birthday in New
Jersey, came of age during
1986 as this growing industry
attracted increased interest
among the nation’s financial
houses and brought with it
new areas of concern for the
Casino Control Commission.

Where only a few short
years ago the Commission
struggled with licensing
enough dealers and cocktail
waitresses, today it deals with
corporate mergers, hostile
takeovers, financial restruc-
turing and the sale of multi-
million dollar corporations.

The attempted takeover of
Holiday Corp., the parent
corporation of Harrah’s
Marina, and of Bally Manu-
facturing, the parent of
Bally’s Park Place, the poten-
tial sale of Golden Nugget
and the bankruptcy of Atlan-
tis have taken the Com-
mission into waters that were
never charted by the drafters
of the Casino Control Act.

All these issues which were
brought to the fore during
1986 continue to confront the
Commission as it heads into
1987 and are likely to remain
on the agenda for some years
as the growth and health of
the casino industry makes it
more attractive to investors.

Some of the issues facing
the Commission will be re-
solved by the state Legis-
lature in coming sessions and
others will probably be ad-
dressed by the courts. Some
issues will need to be de-
termined immediately and
will be addressed by the Com-
mission itself.

The toughest of the issues
which the Commission faced
during the past year was the
question of whether to grant a

license to Atlantis after the
company filed for
bankruptcy.

In the Atlantis relicensing
hearing the Commission
came face to face with the
question of whether a casino
which had filed for
bankruptcy could still satisfy
the requirement that it dem-
onstrate financial stability.

It was a decision not easily
rendered but after a
prolonged hearing that in-
cluded casino operators and
bankruptcy law experts, the
Commission ruled that there
was not necessarily a conflict
between the Casino Control
Act and the bankruptcy law.
In arriving at its decision the
Commission was not un-
mindful of the plight of the
employees of Atlantis and
fixed extensive conditions to
the license, including some to
safeguard the rights of the At-
lantis staff people.

The Commission’s ex-
perience with these various
problems and concerns during
the year led to the drafting of
a package of legislative
amendments to the Casino
Control Act which were pres-
ented to state legislators dur-
ing the year. The amend-
ments began their slow pro-
cess through the two houses
as the year came to an end

and hopefully passage will
take place early in 1987.

Twice during the year the
question of takeovers faced
the Commission as Donald
Trump, already the holder of
two licenses, moved against
two other license holders,
First, he attempted a
takeover of Holiday Inns,
parent of Harrah’s Marina,
but withdrew.

Later in the year he moved
against Bally Manufacturing
and the matter was still pend-
ing at the close of the year.
Both actions combined to
force the Commission and the
Legislature to look more
closely at the Casino Control
Act.

At a gaming conference in
Puerto Rico late in the year I
raised the issue by pointing
out that the regulatory sys-
tem must be able to accom-
modate changes in ownership
and transfers of interests in
existing casino entities
without sacrificing the para-
mount goals of integrity and
public trust.

The failure to deal with
today’s economic in-
evitabilities threatens to stifle
the growth and development
of the industry. It undermines
investor and lender con-
fidence and it tends to dis-
courage all but those who
have already undergone the
lengthy licensing process from
considering opportunities to
participate in the industry.

In addition to the many
financial problems which
faced the Commission this
past year, we also conducted
several involved relicensing
hearings which raised some
fundamental issues. Some of
them raised issues which are
likely to be ongoing during
1987.

The Commission awarded a
license to Harrah’s Marina
despite allegations that or-
ganized crime figures had
participated in a labor settle-
ment several years ago. The
Commission ordered the
Division of Gaming Enforce-
ment to determine the val-
idity of the allegations and to
investigate the actions of
Harrah’s officials in those
labor matters. The issues will
be addressed during the com-
ing year.

The Commission also is-
sued a license to Trump’s
Castle but again with a con-
dition that it work out a set-
tlement with the Department
of Transportation and the De-
partment of Environmental
Protection in order to al-
leviate traffic conditions in
the Marina section.

Earlier in the year another
long and involved hearing
centered around the use of
two unlicensed representa-
tives by Resorts in its at-
tempts to sell its casino.
Although the sale was never
consummated, the Com-
mission ordered Resorts to
stop doing business with the
two agents until such time as
they obtained Casino Service
Industry licenses.

A fourth long relicensing
hearing involved Golden Nug-
get. The Division of Gaming
Enforcement raised concerns
about the casino’s attempt to
hire Mel Harris, son of the
late Allie Harris, a former
bookmaker and associate of
organized crime figures. The
Division also raised questions
about the laundering of large
sums of money by Anthony
(Tony Cakes) Castelbuono,
alledgedly on behalf of the




Molina Organization, several
of whose members have been
convicted on drug charges.

During the year the Com-
mission won a major court
victory when the Appellate
Division of the New Jersey
Superior Court ruled in the
Commission’s favor after the
Division of Gaming Enforce-
ment challenged the award-
ing of a license to Resorts In-
ternational in 1985.

Although the Division’s ap-
peal of the Resorts case drew
much newspaper and tele-
vision attention, the Com-
mission continued to enjoy an
excellent relationship with
the Division and its new Di-
rector, Anthony Parrillo.

During 19886, for example,
the Division filed 479 com-
plaints with the Commission
to suspend or revoke licenses
in thestate’s continuing effort
to preserve and strengthen
the integrity of the industry.
The suspension, revocations
and fines are designed to as-
sure the public the industry is
squeaky-clean.

As the year drew to a close
the Commission focused more
of its staff and its attention on
the efforts to open two new
casinos in a timely fashion.

Licensing hearings for the
new Showboat Hotel Casino
began in December in antici-
pation of a Spring time open-
ing. The new casino hotel
which will be located at the
Boardwalk and States Av-
enue will add another 516
rooms to the city’s total.

Later in the year the Taj
Mahal, the second casino to
be owned by Resorts is sched-
uled to be opened. The most

ambitious plan in New Jer-
sey’s casino history, it will in-
clude more than 1,200 rooms
and will be twice as large as
the largest casino floor in the
United States.

Commission staff met reg-
ularly with the management
of both facilities to assist
them in meeting all the re-
quirements of the Casino
Control Act and to help them
obtain enough licensed per-
sonnel to staff both casino ho-
tels.

The past year was marked
by a three-way dialogue be-
tween representatives of the
casino industry, the legis-
lature and the Commission
over the advisability of ex-
tending the gaming day to 24
hours from its present 18
hours on weekdays and 20
hours on weekends.

The issue was still un-
resolved at year’s end but is
likely to be a major topic in
the coming year as the Gov-
ernor’s Advisory Commission
on Gambling considers the
social and economic impacts
of all forms of gambling in
New Jersey.

The year was also high-

lighted by several internal oc-

currences at the Commission.
Our internal Affirmative Ac-
tion program, augmented by
the appointment of Inez
Killian in late 1985, showed
some very positive signs and
holds out great hope for the
future.

For example, during the
past 12 months we have been
able to modify the Com-
mission staff by 15 additional
minority members and 14
more females. More import-
ant, we have been able to

place both minority members

and females in professional

and management positions.
The Commission was also

fortunate this year in obtain- -

ing the services of W, David
Waters to replace Joel R.
Jacobson who resigned as
Commissioner in June. While
Jacobson’s presence will con-
tinue to be missed, Com-
missioner Waters brings to
the staff 36 years of executive
experience including the
highest levels of the United
States Internal Revenue Ser-
vice.

The Commission sustained
another loss at the close of the
year when Jack Wood, Direc-
tor of Affirmative Action and
Planning for the Commission,
retired. Wood had been in-
strumental in helping the
casinos achieve a high level of
employment for minorities
and females. A search for a
successor started immedi-
ately.

Although much of the Com-
mission’s role in the re-
development of Atlantic City
has been assumed by the
Casino Reinvestment De-
velopment Authority, the
Commission continues to
provide assistance in several
areas for the new Authority.

It is encouraging to report
that the new CRDA has ap-
proved its first projects and
the long awaited redevelop-
ment of Atlantic City is slow-
ly but surely beginning to
take shape. The new projects
combined with the two new
casinos which are opening
and some privately funded
projects are signs that the

long promised rehabilitation
is finally becoming visible.

As the year drew to a close,
the industry was providing
approximately 40,000 jobs
with the promise of another
7,000 to 10,000 before the end
of the year 1987, In addition,
there are more than 9,000
firms doing more than $1
billion in business with the
casino industry. Of that
number 3,617 are New Jersey
firms and they handle 63.5
percent of the total business.

As 1986 drew to a close, it
was obvious from the frenzied
activity in the investment
community that the casino
industry is rapidly maturing
and appears headed for
another year of solid growth.

The growth of the industry
combined with the activities
of both private developers
and the CRDA indicate that
the long promised revitaliza-
tion is well underway. Add to
that formula the tremendous
participation by New Jersey
firms in the support or service
industries plus the huge em-
ployment figures and it be-
comes obvious that the
momentum is finally gaining
strength.

The coming year, with the
opening of the two new casino
hotels with almost 2,000 new
hotel rooms and the continu-
ing effort on the rail line, the
convention center and the ef-
forts to upgrade the airport
promise to keep the state on
schedule in its plan for the
rebirth of Atlantic City.



LEGAL
DIVISION

Important issues of law and
the increasing demands of
corporate restructuring kept
the Legal Division under Di-
rector Robert J. Genatt busy
during the past year,

Several challenges to the
Casino Control Act were
fought through the courts suc-
cessfully at the same time
that the Commission was
dealing with the corporate
reshaping of several casino
license holders.

In a most significant case,
the New Jersey Superior
Court, Appellate Division,
upheld the Commission’s de-
cision in 1985 to renew the
casino license of Resorts In-
ternational Hotel, Inc. This
case marked the first time
that the Division of Gaming
Enforcement had challenged
in court a Commission de-
cision to grant a casino
license.

Also in 1986, Senior Assis-
tant Counsel Dennis Daly of
the Legal Division urged the
Appellate Division to uphold
the Commission’s decision to
exclude Lawrence Merlino,
Phillip Leonetti and Saul
Kane from licensed casino fa-
cilities. This was the first in-
stance that a New Jersey
court has examined the ex-
clusion list provisions of the
Casino Control Act. A de-
cision in these matters is an-
ticipated in early 1987.

The United States District
Court in Camden dismissed
the merits of a case in which
Local 54 of the Hotel and Res-
taurant Employees and Bar-
tenders International Union
challenged the Commission’s
authority to order the re-
moval of several of the union’s
officers, agents and principal

employees. John R. Zim-
merman, who became the
new Deputy Director of the
Legal Division in 1986, argued
the case successfully for the
Commission.

Two corporate restructur-
ings involving casino licensees
were resolved during 1986. In
one instance, the Commission
found that Southmark Cor-
poration, a major real estate
and financial services com-
pany, was suitable to be a
holding company of the
Sands Hotel and Casino.
With this ruling the Sands
completed its comprehensive
refinancing plan within a year
of proposing that Southmark
submit itself to the qualifi-
cation process.

The other major corporate
restructuring involving a
casino licensee during 1986
saw Donald J. Trump acquire
sole control over the Trump
Plaza Hotel and Casino.
Previously, Mr. Trump and
Holiday Inns had shared
equally the ownership of that
facility. With the assistance
of the Legal Division, the
Commission approved the
transaction and thus the tran-
sition to Mr. Trump went
smoothly.

Mr. Trump was also in-
volved, through his Trump’s
Castle Hotel and Casino, in a
renewal hearing which
focused on the obligation to
make roadway improvements
in Atlantic City’s marina dis-
trict. The previous year, Mr.
Trump acquired his marina
casino hotel property from
Hilton of New Jersey, Inc.,
after that company was de-
nied the necessary statement

of compliance and as part of
that acquisition, Mr. Trump
was to fulfill Hilton’s obli-
gation to complete the road-
way improvements. Since
construction did not com-
mence, the Commission,
aided by its Legal Division,
conducted its first renewal
hearing to focus on a casino
licensee’s compliance with
the social and environmental
provisions of the Casino Con-
trol Act. The Commission re-
newed the casino license but
instructed the Division of
Gaming Enforcement to in-
vestigate some factual dis-
putes that developed during
the hearing. The Commission
also ordered the licensee to
pursue, before other
interested state agencies, ap-
proval and implementation of
a final plan for roadway im-
provements.

In another casino licensee
matter of note, the Division of
Gaming Enforcement asked
the Commission to consider
whether to renew the casino
license of the Golden Nugget
after the Golden Nugget had
been used as a money laundry
by a major narcotics dealer.
While the Commission con-
sidered this issue as well as
others during the hearing, it
was most troubled by the
Golden Nugget’s marketing
practices which had the
potential to allow possible or-
ganized crime infiltration to
occur into the highest
echelons of casino manage-
ment. Since the Commission,
in consultation with its Legal
Division, concluded that this
apparent threat had been
thwarted, Golden Nugget’s
license was renewed. How-
ever, the Commission im-
posed stringent conditions,

involving changes in the
makeup and procedures of the
company'’s board of directors
designed to insure the con-
tinued integrity of the com-
pany and of its casino oper-
ations in New Jersey.

The Commission con-
fronted one of the thorniest
legal issues to be presented to
it when it was asked to renew
the casino license of the At-
lantis Casino Hotel in 1986.
Specifically, the Commission
had to address whether the
Atlantis, which had filed for
bankruptcy protection
pursuant to the federal
Bankruptcy Code, could
nonetheless demonstrate that
it satisfied the Casino Control
Act’s requirements of
financial stability, integrity
and responsibility. After a
lengthy hearing, the Com-
mission found that there is
not necessarily a conflict be-
tween the Casino Control
Act’s strict financial require-
ments and the provisions of
the Bankruptcy Code. Based
on the facts brought out at
the hearing, the Commission
renewed Atlantis’ casino
license, subject to extensive
financial conditions designed
to insure continued public
confidence in casino gaming.




ADMINISTRATION
DIVISION

Director Theron (Terry)
Schmidt and Deputy Director
James Fiandaca oversee all
personnel, budget and fiscal,
data processing, adminis-
trative service and Com-
mission meeting activities.

The Division is partici-
pating as a test agency this
year under Chief Fiscal Of-
ficer Joseph Papp in a state
government-wide program to
facilitate the flow of contracts
for goods and services to the
minority and female owned
businesses.

The Commission and the
Administrative Division is
proud that it has been able to
award 13 percent of its con-
tracts to qualified New Jersey
businesses even though im-
plementation of the new state
law didn’t begin until late in
the fiscal year. The Division
plans to continue to expand
its pool of qualified minority
and female vendors during
the coming fiscal year in order
to help reach the state man-
dated goal of 25 percent of all
contracts issued.

The contracts issued to
minority and female vendors
totals $116,602.32 with a 1986
total for business with all ven-
dors at $896,940.89.

As a test agency the Com-
mission under Papp will be
involved in establishing a new
distributed data processing
system which ultimately will
provide background infor-
mation on 60,000 small New
Jersey business firms owned
by minorities and females.
The system has been designed
by the New Jersey Educa-
tional Computer Network in
conjunction with the Depart-
ment of Commerce and Econ-
omic Development.

The Budget and Fiscal Of-
fice continues to be respon-

sible for all financial report-
ing, purchases and payments
to vendors and provides all
fiscal services necessary for
the operation of the Com-
mission. In 1986 the office
processed more than 8,500
such documents, a five per-
cent increase over 1985,

The Commission’s current
budget, drafted by the Fiscal
Office in conjunction with the
Commission members, was
approved by the Legislature
at $21.1 million.

The Personnel Office under
David Hopkins has been
working toward a goal of im-
proving its computer
capabilities by becoming
linked to the state’s Personnel
Management and Infor-
mation System (PMIS). The
new hook-up eliminates
“hard copy” in personnel
transactions and significantly
reduces the turn-around time
in processing personnel ac-
tions.

Equally significant from
the Personnel Office view-
point was the implementation
of the new Performance Ap-
praisal Review (PAR) work
performance program. The
new system is designed to im-
prove the evaluation of em-
ployees and should result in
improved performance by
state employees.

Commission staff has con-
tinued to use microcomputers
as opposed to large main-
frames. The use of micro-
computers is the direction
that the office of Data Pro-
cessing and Systems Develop-
ment under Julian Grauer’s
direction has taken so as to
allow the optimum number of
professionals access to state of
the art software at minimal
cost. The use of micro-
computers in addition to

being cost effective has
proven to increase the de-
livery of information for the
decision making process and
provides the necessary flex-
ibility in computer equip-
ment.

In order to enhance data
processing resources and rear-
range some of the larger con-
tracted computer appli-
cations, while improving cost
effectiveness, the Com-
mission has acquired a mini-
computer. The minicomputer
will be used for several im-
portant in-house projects
such as the cost distribution
system and the personal his-
tory system.

Future computer appli-
cations and systems develop-
ment will involve the use of
the microcomputers as well as
the new minicomputer. This
equipment provides the
needed resources at an inex-
pensive price.

The General Adminis-
trative Services Office, under
the direction of Don McKeon,
provided the primary admin-
istrative support for 51 open
meetings, 12 license hearings
which took place over a period
of 40 days and 3 special meet-
ings of the Commission. As
custodian of the official re-
cords of the Executive Sec-
retary, this office responded
to over 350 requests for docu-
ments and other information
releasable to the public under
the Freedom of Information
Act. This Unit processes all
changes to Commission regu-
lations into the New Jersey
Administrative Code and
provides copies of these on a
subscription basis.

The General Adminis-
trative Services Office is also
responsible for fleet manage-
ment, telecommunications
and facilities management.

LICENSE
DIVISION

The License Division,
under Director Christopher
D. Storcella and Deputy Di-
rector Richard P. Franz, car-
ried out its ever increasing
responsibilities as two more
casino hotels prepared to
come on line with approx-
imately 7,000 to 10,000 new
employees and a concurrent
increase in the number of con-
tractors and suppliers doing
business with the casino in-
dustry.

Construction work con-
tinued on two new casino
hotel facilities, Atlantic City
Showboat and Resorts’ Ta]
Mahal, both located on the
Uptown Urban Renewal
Tract and scheduled to open
during 1987.

While the opening of the
two new casino hotels at-
tracted major attention, other
major casino-related con-
struction projects continued
in 1986. Harrah’s Marina,
Golden Nugget and Claridge
casino expansions were com-
pleted, as was the Tropicana
Transportation Center. Con-
struction work associated
with the Bally and Tropicana
expansions and the Trump
Transportation Center con-
tinued.

In addition to these major
elements of construction, 11
casino license facility renewal
reports and 128 casino and al-
coholic beverage license
amendment authorization
letters were processed by the
License Division.

To increase the License
Division efficiency, the Al-
coholic Beverage Unit was
merged into the Facilities Re-
view Section during the year.
This internal reorganization
has streamlined the petition



approval process by substan-
tially reducing the number of
copies of petitions and
exhibits that are required to
be filed by casino licensees.
Additional modifications to
the casino and alcoholic
beverage license amendment
approval process will be
proposed in 1987 to simplify
further the filing require-
ments and establish approval
time frames.

The Employee License Bu-
reau processed 11,662 appli-
cations last year for employee
licenses and registrations.
Due to its expanded computer
capabilities, all facets of em-
ployee licensing have become
more efficient. The employee
license renewal process, in
particular, has seen a
substantial increase in oper-
ating efficiency. For example,
in 1986, the Bureau mailed
approximately 13,000 renewal
applications compared to
about 9,200 in 1985.

The License Division dur-
ing 1986 cut the average
amount of time required to
issue an initial employee
gaming license to approx-
imately 3 to 4 months. Hotel
registrations are now issued
within three days.

The Bureau has also ex-
perienced an increase in the
number of applications sub-
mitted on behalf of partici-
pants in the Jobs Training
Partnership Act (JTPA). The
JTPA program provides
training and placement as-
sistance to unemployed and
underemployed individuals
and the Bureau has cooper-
ated with the JTPA’s efforts
in accepting and processing
applications. In 1985, the Bu-
reau received approximately
940 applications from JTPA
and in 1986 the number had

Casino Service Industry
Volume of Business, 1986

Percent Dollar Percent
Total of Total Volume of of Total
Companies Companies  Business' Business
All Enterprises on
Master Vendors List 9,024 100% $1,095,195,699 100%
New Jersey
Enterprises? 3,617 40.08% $ 695,731,736 63.53%
Pennsylvania
Enterprises 1,328 14.72% $ 107,029,935 9.77%
New York
Enterprises 1,545 17.12% $ 83,081,681 7.59%
Delaware )
Enterprises 38 42% $ 440,660 .04%
All Other
States 2,413 26.74% $ 206,359,747 18.84%
Foreign
Enterprises 84 93% $ 2,551,940 .23%

"“Dollar Volume of Business" represents only those monies paid by casino licensees for goods
or services. This figure does not include such payments as governmental taxes, fines and
fees to the Casino Control Commission, charitable contributions, guest losses or court gar-
nishments.

2Numbers reflect the states in which the offices serving hotel/casinos are located and may
not be the states in which the enterprises are incorporated or have a home office.

Percent Dollar Percent
Total of Total Volume of of Total
Companies Companies Business Business

New Jersey
Enterprises 3,617 100% 695,731,736 100%
Atlantic 1,642 45.4% 501,168,654 72.03%
Bergen 209 5.78% 15,677,234 2.25%
Burlington 196 5.42% 14,882,930 2.14%
Camden 376 10.4% 24,656,626 3.54%
Cape May 132 3.65% 5,661,071 .81%
Cumberland 104 2.88% 4,880,845 I%
Essex 128 3.54% 69,380,928 9.97%
Gloucester 82 2.27% 2,291,503 .33%
Hudson 59 1.63% 11,394,124 1.64%
Hunterdon 8 .22% 39,091 .01%
Mercer 75 2.07% 10,718,025 1.54%
Middlesex 107 2.96% 1,994,146 .29%
Monmouth 117 3.23% 12,486,098 1.79%
Morris 70 1.94% 5,980,695 .86%
Ocean 97 2.68% 2,305,698 .33%
Passaic 56 1.55% 2,738,185 .39%
Salem 7 .19% 258,035 .04%
Somerset 35 97% 806,863 12%
Sussex 4 11% 3,205 .0005%
Union 106 2.93% 8,444,827 1.21%
Warren 5 14% 22,953 .0033%

risen to approximately 1,680.
The results of this program
have been especially grat-
ifying in some of the southern
counties where historically
there has been high un-
employment.

At the end of 1986, there
were approximately 40,000
employees in the 11 operating
casino hotels. In addition to
processing the license or regis-
tration applications of per-
sons seeking employment in
the industry, the Bureau is re-
sponsible for monitoring em-
ployment for compliance with
pertinent sections of the
Casino Control Act and regu-
lations. This responsibility
significantly increases each
time a new casino hotel com-
mences operations and re-
quires thorough knowledge of
each casino hotel’s organiza-
tional structure and person-
nel practices.

The Bureau staff was ac-
tively involved in developing
the regulations pertaining to
jobs compendium submission
which were adopted in 1986.
The Bureau also participated
in the preparation of the regu-
lations pertaining to the im-
plementation of minibaccarat
and later the Bureau staff
processed 50 applications for
additional endorsements in
this game.

A primary responsibility of
the Enterprise License Bu-
reau is to monitor business re-
lationships between the 11
casino hotels and the 9,000-
plus enterprises with which
they transact business. The
Bureau reviews casino
licensees’ administrative
procedures regarding vendor
registration, purchasing and
disbursing functions, the
analysis of payments by




casino licensees to enterprises
and the review of contracts
between enterprises and
casino licensees.

Based upon the analysis of
these business relationships,
the Bureau is able to identify
for the Commission those
enterprises which are subject
to licensure under the Casino
Control Act. The Bureau
provides technical assistance
to enterprises which file ap-
plications and coordinates
license reports for the Com-
mission. These include
enterprises which manufac-
ture, distribute and service
gaming equipment, gaming
schools and enterprises which
provide nongaming related
goods or services to casino
licensees. In addition, the Bu-
reau processes applications
from junket enterprises seek-
ing the Commission’s ap-
proval to begin transacting
business through the tempor-
ary and plenary licensing
procedures.

Of significant importance
during 1986 was the progress
of the Enterprise License Bu-
reau’s on-line data processing
system. The final develop-
ment stage has been reached,
this being the production of a
number of statistical and
managerial reports. These re-
ports permit the Bureau to
identify quickly the status of
enterprises and their quali-
fiers and to identify certain
trends with respect to sup-
pliers transacting business
with casino licensees.

Overburdened by a growing
volume of mail, the Docu-
ment Control Unit scrapped
its former system and in-
stalled a computerized sys-
tem to handle the 1,222 peti-
tions, 1,365 casino employee
registrations and the 1,765

corporate file updates it re-
ceived in 1986.

The use of this advanced
technology in the treatment
of employee applicants,
casino vendors and casino
hotel corporate filings has re-
sulted in a more efficient and
cost effective operation.

To illustrate, when com-
pared with 1985, a 20 percent
increase in the number of
casino hotel employee regis-
trations and a concurrent in-
crease of 10 percent for other
petitions were processed with
existing staff within the man-
dated time constraints. Ad-
ditionally, casino hotel cor-
porate filing updates received
in 1986 increased by 33 per-
cent when compared to 1985
filings.

To further increase the re-
sponsiveness of the Document
Control Unit, an electronic
mail receipt and distribution
system was developed and
implemented to replace the
time consuming manual sys-
tem. This system handles the
daily receipt, time stamping,
logging and distribution of all
incoming mail from U.S.
Postal deliveries, interoffice
and interagency mail and
casino hotel couriers. The
program identifies the sender,
recipient, subject matter and
date received and allows sum-
mary reports to be generated
daily, weekly, or on an as-
needed basis.

On a typical day, this unit
receives and processes ap-
proximately 225 pieces of
mail. Further expansion of
this system is anticipated in

1987 to include the
categorization and catalogu-
ing of all other documents
and submissions received by
the Document Control Unit.

DIVISION OF
FINANCIAL
EVALUATION &
CONTROL

The past year presented
many new challenges to the
Division of Financial Evalu-
ation and Control as it con-

tinued to regulate the unique .

technical/operational aspects
of casino hotel operations and
respond to the intricate
financial issues facing the
Commission.

In conjunction with other
Commission personnel, the
Financial Division under Di-
rector William H. Delaney
and Deputy Directors Deno
R. Marino and John H.
Trzaka, helped to carry out
the Commission’s mandate to
preserve the integrity of New
Jersey’s casino gaming busi-
ness.

During 1986 the Account-
ing Unit, under Teresa B.
Gervasio, developed a com-
puter-based accounting sys-
tem for handling accounts re-
ceivable and billings. After a
thorough review of its operat-
ing procedures, a decision was
made to computerize most of
the Accounting Unit’s man-
ual operations. These oper-
ations are now being con-
verted to the Commission’s
new minicomputer with the
assistance of the Com-
mission’s Data Processing
and Systems Development
Unit. It is anticipated that
this new system, designed to
provide more economical and
timely processing of high-vol-
ume accounting transactions
and maintenance of large
data bases, will be ready for
parallel testing during the
first quarter of 1987 and in
full operation by July 1, 1987,

In addition to computeriz-
ing its accounts receivable
and billing system, the Ac-
counting Unit used micro-
computers to revise the

monthly statements related
to the Casino Control Fund.
The new format analyzes the
revenue source by billing cat-
egory as well as by casino and
provides an analysis of Com-
mission professional time and
the generation of billable fees
by Commission cost center.
These reports provide man-
agement with additional in-
sight into the utilization of
staff in relation to revenue
generation.

For the Fiscal Year 1986,
the Accounting Unit was re-
sponsible for the assessment
and collection of $34.7 million
in fees from casinos, service
industries, and employees
and the collection of gross
revenue taxes totaling $176.7
million. The fees are net of a
$9.3 million credit issued to
casino licensees to distribute
the positive fund balance as
of June 30, 1985. During 1986,
this Unit has put into place
monitoring procedures to
match revenues more ac-
curately with expenses so that
the Casino Control Fund bal-
ance is maintained at a mod-
est level. At fiscal year ended
June 30, 1986, its balance was
only $26,300. This action will
aid the cash flow of each
casino hotel.

The Financial Division was
instrumental in numerous
regulatory changes con-
sidered by the Commission
during 1986. Its Casino Ac-
counting and Operations Unit
and its Inspection Unit
drafted the necessary rules
and regulations to implement
the game of minibaccarat in
New Jersey’s casinos. Many
submissions had to be
evlauated in order for this
new game to be introduced.
Staff analyzed new table
layouts, rules of the games,



internal controls and dealer
training. In December 1986,
minibaccarat was offered for
the first time in New Jersey at
Caesars Atlantic City.

In addition, during 1986 the
Casino Accounting and Oper-
ations Unit’s resources, under
Patricia M. DiFlorio, were de-
voted to the review and
analysis of petitions and sub-
missions related to account-
ing and internal controls,
gaming rules and equipment.
The Unit approved approx-
imately 1,400 such petitions
and submissions during the
year,

Several casino floor ex-
pansions and reconfigurations
also demanded the attention
of the Financial Division in
1986. The Casino Accounting
and Operations Unit and the
Inspection Unit provided as-
sistance to licensees during
the development and refine-
ment of their expansion
plans. The final reviews to
ensure that the casinos satis-
fied the Commission’s regu-
latory requirements were per-
formed by the Casino Ac-
counting and Operations Unit
prior to granting the necess-
ary approvals. The Financial
Evaluation Unit also
prepared comprehensive
analyses of the financial im-
pact of all casino floor
changes for the Commission.

The Financial Division’s
expertise was also sought dur-
ing the development of statu-
tory amendments that enable
casinos to offer merchandise
and other things of value in
addition to the standard slot
machine jackpot payout.
These amendments provide
that such payouts must have
a cash equivalent value of at

least $5,000 and that the
value cannot be considered
part of the total winnings
paid out to patrons for
purposes of determining gross
revenue nor included in de-
termining the 83 percent
minimum payout require-
ment pursuant to the Casino
Control Act. It is expected -
that the jackpot regulatory
changes, which were publish-
ed in the New Jersey Register,
will be adopted by the Com-
mission during the first quar-
ter of 1987,

The Commission’s
financial staff assisted the
Legal Division with proposed
statutory amendments that
will reduce the industry’s al-
coholic beverage fees. This
regulatory change will replace
the flat $5,000 fee charged to
casinos for each alcoholic
beverage location with actual
professional time spent on
such activities at the Com-
mission’s prevailing hourly
rate. This amendment
proposal was published in the
New Jersey Register in De-
cember 1986 for adoption by
the Commission during the
first part of 1987. The net
financial impact will be a sav-
ing of approximately
$1,000,000 in the industry’s
alcoholic beverage fees.

During 1986, the expertise
of the Financial Division’s
Financial Evaluation Unit
was utilized by the State
Legislature during its evalu-
ation of the industry’s
proposal for 24-hour gaming,
The unit, under Glenn
Simpson, assisted the Com-
mission in providing the
Legislature with com-
prehensive financial forecasts
and impact analyses of this
proposal. Additionally, the
Financial Evaluation Unit in-

itiated the preparation of
quarterly reports for the State
Treasurer on the casinos
financial obligations to the
Casino Reinvestment De-
velopment Authority.

The continuing develop-
ment and refinement of the
Commission’s computerized
financial database on casino
hotel activities represented
another facet of the Financial
Evaluation Unit’s 1986 ac-
complishments, The most sig-
nificant achievement was
gaining the ability to move
select information from the
database onto desktop per-
sonal computers. In addition,
the Unit’s financial analysts
completed the plans for add-
ing the industry’s quarterly
and annual financial filings
into the database. Through-
out the year, the Financial
Evaluation Unit also devoted
time to several special pro-
jects, such as analyzing the
financial issues related to
Donald Trump’s buyout of
Holiday Corporation’s 50 per-
cent interest in Trump’s
Plaza in May 1986.

Throughout 1986 the
Financial Division was active-
ly involved in the evaluation
and review of numerous oper-
ational and financial areas for
the two new casinos that are
expected to open in 1987
pending final Commission ap-
proval. For example, sub-
missions related to facility,
gaming equipment, casino
employee training, account-
ing and operating systems
and financial reporting for-

- mats were reviewed to

prepare for Showboat’s an-
ticipated opening in early

1987. The Financial Evalu-
ation Unit prepared an in-
depth report to the Com-
mission analyzing Showhoat’s
financial stability and re-
sponsibility, business ability,
and casino experience. The
Casino Accounting and Oper-
ations Unit also began review-
ing preliminary proposals for
the second Resorts facility,
the Taj Mahal. The opening
of these two new casinos and
work related to the comple-
tion of casino expansion pro-
jects begun at other casino
properties will continue to be
major tasks of the Financial
Division in 1987.

In order for the Casino Ac-
counting and Operations Unit
to coordinate the review and
approval of an ever increasing
number of submissions in a
timely manner, a sophisti-
cated computer tracking sys-
tem was developed and im-
plemented during the year. In
addition to providing a more
efficient method of
documenting all of the Unit’s
incoming and outgoing mail
(including submissions and
petitions), this computer sys-
tem was designed to index
correspondence, by topic, in
order to generate valuable
historical data for quick and
easy reference.

The Inspection Unit, under
David F. Mullane, continued
to monitor all gaming related
activities by having an aver-
age of four inspectors present
during each eight hour shift in
each casino every day of the
year. Inspectors served the in-
dustry with any necessary vi-
olation notices, primarily on
internal controls, gaming
equipment and rules of the
games. In addition, the In-
spection Unit handled a var-
iety of formal and informal




casino patron complaints re-
lated to table game or slot
machine payoffs, and bus
coupon disputes.

Providing information to
casino personnel and the pub-
lic also commanded the In-
spection staff’s attention
throughout 1986. Inspectors
responded to over 700 re-
quests from Atlantic City’s 11
casino operators on matters
ranging from the approval of
gaming equipment modi-
fications to allowing visitors
in certain restricted areas.
The Inspection Unit also
answered numerous questions
from casino personnel and the
public concerning existing
regulations, regulatory
changes, and gaming
procedures throughout the
year.

In January 1986, the
Financial Division’s Audit
Unit implemented revised
auditing procedures. An ex-
pansion of the Inspection
Unit’s internal control
responsibilities enabled the
Audit Unit to review trans-
actions affecting the current
year’s gross revenue taxes. As
a result of these new
procedures and the Audit
Unit’s computerization of
several audit tasks during
1986, gross revenue audits
will be completed in a more
efficient and timely manner.
The Audit Unit, under the
supervision of Michael
Wozniak, expects to release
the reports on the 1986 gross
revenue taxes reported by the
11 operating casinos during
the Spring of 1987.
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AFFIRMATIVE
ACTION

& PLANNING
DIVISION

The Affirmative Action and
Planning Division under Di-
rector Jack E. Wood consists
of three units which were ac-
tively involved during 1986 in
evaluating the efforts of the
casino hotel industry with re-
spect to compliance with
equal employment opportuni-
ty and affirmative action
regulations and assisting the
Commission in assessing the
impact of casino gaming on
Atlantic City and its sur-
rounding region.

The Operations and Con-
struction Units are respon-
sible for monitoring and
evaluating the work force per-
formance of the casino indus-
try, its construction contrac-
tors and casino service indus-
tries with respect to com-
pliance with the equal em-
ployment opportunity and af-
firmative action provisions of
the Casino Control Act and
Commission regulations.

This was the fifth year that
the Operations Unit under
Claire Frank provided the
Commission with a com-
prehensive analysis and
documentation of the af-
firmative action performance
of the industry’s eleven casino
hotels. By the close of the
year, the industry employed
37,251 workers of whom
17,167 (46%) were females
and 12,589 (34%) were min-
orities.

Of the industry’s 5,363
dealers, 2,051 (38%) were
females and 1,484 (28%) were
minorities. Of 9,273 casino
hotel employees earning in
excess of $25,000 per year,
2,694 (29%) were females and
1,577 (17%) were minorities.

While these figures reflect
some improvement in min-
ority representation over

those of 1985, the ratio for
females in the work force re-
mains the same while that for
female dealers declined
slightly. The Unit plans to
push for continued progress in
the compliance statistics in
the coming year.

Late this year, the Oper-
ations Unit intensified its
monitoring function by cross
checking self-reported casino
hotel statistics with infor-
mation provided by the Com-
mission’s computerized em-
ployee license file. The ongo-
ing verification process
focuses on confirming levels
of female and minority rep-
resentation in the top EEO
job category of officials and
managers.

The Construction Unit
headed by Marvin Askins was
actively involved in monitor-
ing the construction work
force performance at the Re-
sorts’ Taj Mahal and Show-
boat construction projects as
well as numerous renovation
and expansion projects at the
existing casino hotels during
1986. Analysis of the ag-
gregate industry wide con-
struction trade work force at
the year’s end indicates that
minorities represented 13 per-
cent of the construction work
force (an increase of one point
over last year), while females
represented only one percent
of the skilled construction
work force.

The Division’s Planning
Unit headed by Barbara
Lampen is responsible for as-
sisting the Commission in
evaluating the impacts re-
lated to the development of
casino hotels and related fa-
cilities on Atlantic City and
its surrounding region. The
Unit is responsible for review-
ing impact statements, re-

quired of each casino licensee
by Section 84(e) of the Act,
which analyze the effect of
the casino hotel facility on the
overall environment.

Of particular concern to
the Planning Unit during
1986 were transportation re-
lated developments by casino
licensees. The Unit partici-
pated in reviews of the Sands
new porte cochere, the Trump
Plaza transportation center,
the proposed Marina District
highway improvements and
the Route 30 to Urban Re-
newal Tract access study
being prepared by the New
Jersey Departments of Trans-
portation and Environmental
Protection in cooperation
with Resorts and Showboat.

Equally significant to the
Commission were Planning’s
review of impacts created by
the casinos upon housing con-
ditions in the region and the
acquisition and disposition of
property. A review of Resorts’
Taj Mahal development for a
statement of compliance in-
dicated the possibility of
adverse impacts by that de-
velopment on the adjacent
Best of Life Park, a senior
citizen residential complex.
Under Commission direction,
Resorts proposed a mitigation
package which was presented
to the Best of Life residents
for their approval. Com-
mission approval of the prop-
erty disposition regulation al-
lowed the Unit to acquire in-
formation regarding casinos’
property acquisitions and
demolition of structures in
Atlantic City in a timely
manner.

The Division of Affirmative
Action and Planning has been
involved in monitoring the in-
dustry’s efforts to strengthen



minority business enterprise
(MBE) and women'’s business
enterprise (WBE) partici-
pation in the casino hotel in-
dustry since 1982. Under a
voluntary agreement en-
dorsed by the then nine mem-
ber industry, the casino hotels
pledged to ensure that 15 per-
cent of their total outlay for
goods and services would be
awarded to minority firms.

However, the Division’s
monitoring efforts during
subsequent years revealed
that the industry continued
to fall short of the 15 percent
goal. The highest annual ratio
of MBE participation ap-
proached only one percent
during the period.

Through the intensive ef-
forts of the Commission and
minority interest groups, the
New Jersey State Legislature
passed legislation designed to
require casino hotels to meet
certain ratios of MBE and
WBE participation as a con-
dition of their licenses. As-
sembly Bill 4351 was ap-
proved in both houses of the
legislature and was signed
into law by Governor Kean on
January 21, 1986. It is ex-
pected to be implemented by
the Division of Affirmative
Action and Planning in 1987.

In preparation for that, Af-
firmative Action staff have
participated in the Gov-
ernor’s Conference on Min-
ority Business Enterprise De-
velopment and a round of dis-
cussions with Atlantic City’s
Minority Business Develop-
ment Office during 1986. Fu-
ture plans include an
outreach program to both the
minority and women’s busi-
ness communities as well as
to the casino hotels, to
provide technical assistance
and explain program im-
plementation.

Job Category
Officials &
Managers
Professionals
Technicians
Salesworkers

Office &
Clericals

Craftpersons
Operatives
Laborers

Service
Workers

TOTAL

Casino Hotel Industry Employment Levels
as of December 31, 1986

Total Female Minority
Employees Employees Employees
7,008 2,598 37% 1,327 19%
6,509 2,602 40% 1,701 26%
824 170 21% 126 15%
373 289 77% 114 31%
6,061 4,695 77% 2,187 36%
1,063 103 10% 205 19%
1,165 325 28% 352 30%
1,954 720 37% 1,359 70%
12,294 5,665 46% 5,218 42%
37,251 17,167 46% 12,589 34%

Governor Appoints New Commissioner

W. David Waters became a
member of the Commission
on October 20, 1986 following
his nomination by Governor
Thomas H. Kean.

Commissioner Waters re-
placed Joel R. Jacobson who
resigned earlier in the year to

accept a court-appointed pos-

B

ition as trustee of Teamster
Local 560.
Waters, a resident of Cher-

ry Hill, had retired in Decem-

ber 1985 after 38 years of ser-
vice with the Internal Rev-
enue Service. He was Re-
gional Commissioner for the
eastern states with offices in

Philadelphia at the time of
his retirement.

The new commissioner is a
Democrat and a long time
resident of Camden. He is a
graduate of Camden High
School and Temple Univer-
sity where he received his
undergraduate and graduate
degrees.
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CASINO
REVENUE
FUND

During 1986 the state col-
lected $181,059,009 for the
Casino Revenue Fund to be
used to underwrite the cost of
programs to assist New Jer-
sey’s senior citizens and dis-
abled persons.

The $181 million figure rep-
resented a 7.4 percent in-
crease compared with 1985
and brought the amount
which the state has realized
since the first casino opened
in 1978 to $962,107,650 in
taxes plus an additional
$27,886,568 in interest.

The 11 operating casinos
are taxed at a rate of eight
percent of their gross rev-
enues or “‘win” which is the
amount which the casinos re-
tain after all bets have been
paid off but before their oper-
ating costs are paid. The
money is deposited in an

interest bearing account in
the Treasury Department
which administers the Fund.

The Fund must be used in
accordance with the 1976
Constitutional mandate to
finance programs for senior
citizens and disabled persons.
The programs, which are
authorized by the state Legis-
lature, include real estate
property tax rebates, utility
payments, pharmaceutical
assistance, transportation
aid, boarding home assistance
and other programs.

The largest expenditure
during Fiscal 86 was $66.5
million for utility payments
for senior citizens with low in-
come. Single persons with in-
come levels under $13,250 or
married couples with income

under $16,250 are eligible for
the program.

The Fund also provided
$33.6 million to assist the
elderly and disabled to pay
for drugs and prescription
medicines.

In addition, the Fund also
provided $17.9 million to
underwrite the real estate tax
rebates paid to low income
senior citizens and disabled
persons.

The state also used the
Casino Revenue Fund to pay
$5.4 million for boarding
home regulation and as-
sistance; $3.2 million to
underwrite transportation
costs and $1.2 million for gen-
eral medical services for the
aged and disabled.

None of the Casino Rev-
enue Fund is used to under-
write the state’s costs for
regulating the casino indus-
try. All costs for regulating
the casinos come from the in-
dustry and none of the costs
are paid out of the general
fund of the state.

Cost of administering the
Casino Revenue Fund is ap-
proximately three percent
and comes out of the Fund
itself.

Transportation
Assistance
4%

Homestead
Exemption
13.9%

General Medical
Services 2.6%”

Tax
Exemption
Reimbursement
20.2%

Casino Revenue Fund Dishursements
July 1, 1984 through June 30, 1985

Boarding Home
Regulation

Support

0,
Pharmaceutical /'5 "

Assistance

Lifeline Credit
Program
42.5%

TOTAL DISBURSEMENTS
$148.6 MILLION

Congregate Housing

Casino Revenue Fund Dishursements
July 1, 1985 through June 30, 1986

Boarding Home
Regulation
4.2% \

Tax Exemption
Reimbursement

14%

Transportation
Assistance
2.5% >

General Medical

Services =~ . \
1%

Lifeline Credit

Pharmaceutical
Assistance
26.3%

Program
52%

TOTAL DISBURSEMENTS

$128.0 MILLION
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Enterprise License Bureau Statistics
Casino Service Industries

1/1/86 to
12/31/86
Enterprises permitted to conduct business 3,175
with casino licensees
Enterprises prohibited from conducting 57
business with casino licensees
Contracts reviewed 1,133

Gaming Related:

Applicants 11
Licenses Issued 2
Licenses Denied 1
Withdrawals Granted 6
Licenses Active
Non-Gaming Related:
Applicants 250
Licenses Issued 79
Licenses Denied 11
Withdrawals Granted 22
Licenses Active
Exemption requests received 13
Exemption requests accepted for filing 13
Exemptions granted by CCC 3
Junket Enterprises
1/1/86 to
12/31/86
Junket Enterprises:
Applicants 16
Licenses Issued 22
Licenses Denied 5
Licenses Withdrawn 8
Gaming Schools
Applications Filed
Schools Licensed
Currently Operating
Labor Organizations
Registered 1

14

Inception to
12/31/86

16,644
393
10,608

120
38
10
19
21

2,187
985
76
237
616

146
92
14

Inception to
12/31/86

222
137
11
15

17
10

16

EMPLOYEE APPLICATIONS
BY CATEGORY
1986

Key 2.8%

Casino

Gaming

Hotel 50.7% 36.2%

Instructor .7%

Casino\
Non-Gaming
9.6%

EMPLOYMENT BY
LICENSE CATEGORY
1986

Casino
Gaming Key 3.4%
43.1%

G
Hotel 42.4%

EMPLOYEES
BY LOCATION
1986

Atlantic City

20.5%

Other
Atlantic

Municipalities
47.2%

Other Counties
32.3%




Employee Initial
License Issued
1978 Through 1986

Employee Licenses

70000 1/1/86 to Inception to
e 12/31/86 12/31/86
s £ Casino Key Employees:
p— = Applications filed 343 3,913
- Licenses issued 228 3,316
i _ o Temporary licenses issued 216 1,236
B : Casino Employees:
30000 k Applications filed 5,287 64,317
Licenses issued 5,897 61,815
ey Temporary non-gaming
— licenses issued 893 6,551
Temporary junket representative
” licenses issued 117 735
P22 5383333 Temporary sole owner/operator
ERERRSRER junket enterprise
licenses issued 160 710
o Gaming School Employees:
3o PRt Applications filed 73 1,041
1978 Through 1986 Licenses issued 53 854
200000 Temporary licenses issued 14 85
180000 - Casino Hotel Employees:
p— License & registration
applications filed 5,959 71,126
B __I Licenses & registrations issued 5,959 71 021
1200004 ] i
Total Employees:
1000001 ] Applications filed 11,662 140,397
80000 - Plenary licenses & hotel
600004 registrations issued 12,137 137,006
p— Temporary licenses issued 1,400 9,317
Position additions processed 3,133 33,123
20000+ i Employee license renewals processed 5,784 67,423
0

Residence of Employees
1986

9000

8000 —

7000 —

6000 —

5000 —

4000 —

3000 —

2000 —

1000 —| ‘ |._-

Atlantic City Other Atlantic Municipalities

D Key D Casino Gaming . Casino Non-Gaming . Hotel

Other Counties

Employees Residing Outside Atlantic County

3000

2500 —
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1500 —

1000 —

500 —
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o
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The New Jersey
Casino Industry
Facility Statistics

at December 31, 1986
and 1985

Atlantis Bally Caesars Castle Claridge
1986 1985 1986 1985 1986 1985 1986 1985 1986 1985

Table Games:

Blackjack 60 61 78 76 70 72 74 74 60 48

Craps 16 16 22 22 24 24 24 24 14 12

Roulette 9 9 12 12 11 11 12 12 8 6

Big Six 3 3 4 4 4 4 4 4 2 2

Baccarat 2 3 2 3 5 4 3 3 | 2
Total Table Games 90 92 118 117 114 114 117 117 85 70
Slot Machines:

.05 slot machines 171 66 132 130 80 86 98 97 107 51

.25 slot machines 842 835 939 1,004 883 906 | 1,001 1,040 775 586

$1 slot machines 92 110 180 200 162 162 228 228 154 144

Other slot machines® 290 309 345 262 475 444 357 319 238 203
Total Slot Machines 1,395 1,320 | 1,596 1,596 | 1,600 1,598 | 1,684 1,684 | 1,274 984
Casino Square Footage 50,544 50,709 | 59,439 59,439 (59,296 59,296 |60,000 60,000 (42,817 33,752
Number of Hotel Rooms 500 500 510 510 641 641 607 605 501 504
Convention Space

Square Footage 30,727 26,255 | 49,035 35,994 (26,364 26,364 | 28,344 27,961 | 26,594 23,628
Number of Parking

Spaces 1,462 1,736 930 982 | 1,344 1,310 | 2,866 2,866 | 1,323 636
Number of Theatre

Seats 850 850 380 310 | 1,050 1,000 462 454 600 558
Number of Restaurants 5 5 10 10 12 11 12 7 8 8
Fixed Asset Investment®
(Millions) $183.3 $180.7 | $432.9 $408.9 |$281.0 $269.5 | $336.9 $322.4 |$10.4 $8.2¢
Number of Employees 2,595 2,862| 3,480 3,455 | 3,672 3,601 | 3,932 3,801 [2,375 2,195

®Includes all other slot machines.

PRepresents property and equipment before accumulated depreciation as reported by each casino licensee.
°Fixed asset investment for Claridge at December 31, 1985 and 1986, only includes gaming equipment because Claridge at Park Place,
Incorporated leases its property and equipment as a result of a sale and refinancing agreement.
“Fixed asset investment for Tropicana at December 31, 1985 and 1986 does not include the building and certain non-gaming assets
because Adamar of New Jersey, Inc. leases these assets as a result of a sale and leaseback transaction.
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Golden Nugget

7oz e [
v

Harrah's Resorts Sands Tropicana Trump Industry Totals

1986 1985 1986 1985 1986 1985 1986 1985 1986 1985 1986 1985 1986 1985
57 57 80 60 81 81 62 62 78 76 84 84 784 751
20 20 24 22 22 22 18 18 20 26 24 24 228 230
10 10 12 12 11 11 12 12 11 11 12 11 120 117
4 4 3 3 4 4 3 2 4 3 11 4 37
2 2 2 3 3 3 3 2 2 3 2 3 27 30
93 93 121 100 121 121 98 96 115 119 126 126 1,198 1,165
62 62 128 107 84 88 78 75 65 73 83 83 1,088 918
570 655 913 832 965 979 766 763 705 784 925 942( 9,284 9,326
207 179 268 271 210 224 151 147 191 231 159 184 2,002 2,080
391 304 408 372 405 369 436 465 318 364 488 448| 4,151 3,859
1,230 1,200 1,717 1,582 1,664 1660 | 1,431 1,450 1,279 1452 | 1,655 1,657 16,525 16,183
43,162 40,814 | 60,444 53,556 | 59,857 59,857 | 49,250 49,459 | 50,850 50,850 | 60,000 60,000 593,6]7 577,732
518 519 760 750 688 686 500 500 513 515 613 612 6,351 6,342
23,536 23,961 | 32,813 25,100 | 48,953 48,953 | 24,930 24,930 | 25,641 26,152 (27,937 30,716| 344,874 320,014
2,023 1,613 | 2,743 2,599 2,547 2,340 765 765 | 2,216 2,506 | 1,190 1,051 19,409 18,404
540 540 850 849| 1,600 1,600 850 850 | 1,720 1,720 718 718| 9,620 9,449
10 10 8 10 12 12 10 9 7 9 8 7 102 98
$220.9 $186.3 | $265.3 $247.3| $176.5 $173.1 | $216.8 $191.2 | $200.0 $102.7¢| $244.9 $197.1/$2,559.9 $2,287.4
3,660 2,861 | 3,844 3,827| 3,814 3,927 | 2,772 2,762 | 3,235 3,495 | 3,883 3,799 37,262 36,585
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Casino Hotel

Atlantis
1986
1985

Bally
1986
1985

Caesars
1986
1985

Castle
1986
1985*

Claridge
1986
1985

Golden Nugget 7 , /

1986
1985

Harrah’s
1986
1985

Resorts
1986
1985

Sands
1986
1985

Tropicana .
1986
1985

Trump
1986
1985

§

The New Jersey Casino Industry
Gross Revenue and Related Tax
for the years Ended December 31, 1986 and 1985

($ in Thousands)

Casino Win

$102,993
138,498

$228,409
224,266

$259,632
247,091

$226,478
116,351

$119,863
119,665

Gird, O

$249,940
240,507

$236,511
215,481

$234,996
243,304

$189,935
179,012

$214,422
211,058

$218,027
203,418

Daily
Average
Casino Win

$282
379

$626
614

$711
679

$620
588

$328
328

$685
659

$648
590

$644
667

$520
490

$587
578

$597
557

*Castle officially opened on June 19, 1985.

e

Adjustment
for
Uncollectibles

$2,145
985

$ 619
585

$2,649
3,831

$1,618
730

$ 807
857

$1,253
2,971

$1,302
1,596

$2,142
1,739

$1,178
2,812

$1,414
3,199

$2,841
4,117

Gross
Revenue

$100,848
137,513

$227,790
223,681

$256,983
243,260

$224,860
115,621

$119,056
118,808

$248,687
237,536

$235,209
213,885

$232,854
241,565

$188,757
176,200

$213,008
207,859

$215,186
199,301

Tax

$ 8,068
11,001

$18,223
17,895

$20,559
19,461

$17,989
9,250

$ 9,524
9,505

$19,895
19,003

$18,817
17,111

$18,628
19,325

$15,101
14,096

$17,041
16,629

$17,215
15,944



The New Jersey Casino Industry
Salaries and Wages
foe the Years Ended
December 31, 1978 Through 1985

The New Jersey Casino Industry
Number of Employees
for the Years Ended
December 31, 1978 Through 1986

40 -
370 373
7004 658.6
600 -]
500 ™
- 2
(]
c «©
£ 400 5
. £
= 300- <
e
200
100+
0 T T T T T T T T -T 06— T T 1 T T T T
1978 1979 1980 1981 1982 1983 1984 1985 1986 1978 1979 1980 1981 1982 1983 1984 1985 1986
Casino Win Percentage by Game
1986 & 1985 ey
21.4% $ .25 Slots
23.8%
Big Six
<—1.1%
. . ; $ .05 Slots
Casino Win by Game ~—1.8%
600 - Baccarat
1986 & 1985 f Boei
| I Other Slots
500 —
400 —
m
s
2
g 300
£
@
sl | 1986 1985
100 —
$ .25 Slots Craps $1.00 Slots Baccarat Big Six
Blackjack Other Slots Roulette $ .05 Slots

19




The New Jersey Casino Industry
Market Share of Casino Win

1986
Castle
9.9% Caesars
] 11.4%
Claridge ‘
5.2%

Bally

“10%

Golden Nugget
1% —

Atlantis
“=4.5%
Marina
%" <. Trump
10.4% 9.6%

b

Resorts Tropicana
10.3% f 9.4%
Sands
8.3%

Industry Comparisons

Over (Under)
Atlantic City Las Vegas Atlantic City
Average Average Win  Average Average Win  Average Average Win
Units Per Unit Units Per Unit Units Per Unit
1986:
Slot Machines 16,353 $ 72,486 56,099 $ 22,890 39,746 ($ 49,596)
Table Games 1,182 $927,110 2,792 $388,454 1,160 ($538,656)
1985:
Slot Machines 15,229 $ 71,426 55,247 $ 20,974 40,018 ($ 50,452)
Table Games 1,114 |  $943,366 2,883 $371,676 1,769 ($571,690)
1984:
Slot Machines 13,288 $ 73,758 51,286 $ 20,065 38,998 ($ 53,693)
Table Games 977 $994,542 2,784 $359,166 1,807 ($635,376)
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The Honorable Thomas H. Kean  Governor of New Jersey

The Honorable John F. Russo
President of the Senate

The Honorable Chuck Hardwick
Speaker of the General Assembly

Mr. Albert Porroni
Executive Director
Office of Legislative Services

Gentlemen:

We have examined the balance sheet of the Casino Control Fund of the State of New Jersey as of June 30, 1986
and 1985, and the related statements of revenues, expenditures, and changes in fund balances; and of revenues,
expenditures, and changes in fund balances, budget and actual—budgetary basis for the years then ended. Our
examination was made in accordance with generally accepted auditing standards and, accordingly, included such tests
of the accounting records and such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the accompanying financial statements present fairly the financial position of the Casino Control
Fund as of June 30, 1986 and 1985, and the results of operations for the years then ended, in conformity with generally
accepted accounting principles applied on a consistent basis.

The examination was performed and this report is submitted pursuant to the State Auditor’s audit responsibilities
as set forth in Article VII, Section 1, Paragraph 6 of the State Constitution, and N.J.S.A. 52:24-4.

Respectfully submitted,

James J. Dolan
State Auditor
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State of New Jersey
Casino Control Fund
Balance Sheet
June 30, 1986 and 1985

Exhibit 1
(in $000)
1986 1985
Assets:
Accounts Receivable (Note 3) $6,375.4 $ 8,897.2
Less: Allowance for Doubtful
Accounts 775.7 858.7
Net Accounts Receivable 5,699.7 8,038.5
Due from General Fund (Note 2) 73.1 5,772.2
Total Assets $5,672.8 $13,810.7
Liabilities and Fund Balance:
Liabilities:
Accounts Payable (Note 4) $5,646.5 $ 4,483.7
Total Liabilities 5,646.5 4,483.7
Fund Balance: (Note 1)
Reserved:
Reserved for Encumbrances
Current Year 1,792.6 1,152.5
Prior Year 285.6 443.5
Unreserved:
Undesignated (2,051.9) 7,731.0
Total Fund Balance (Note 5) 26.3 9,327.0
Total Liabilities and Fund Balance $5,672.8 $13,810.7

() Denotes minus amount

SEE NOTES TO FINANCIAL STATEMENTS

State of New Jersey
CGasino Control Fund
Statement of Revenues, Expenditures
and Changes in Fund Balances
For the Fiscal Years Ended June 30, 1986 and 1985

Exhibit 1l
(in $000)
1986 1985
Revenues:
Casinos
Licenses $29,436.2 $31,926.9
Slot Machines 8,098.4 7,239.8
Alcoholic Beverage 1,017.4 1,136.7
Work Permits 201.3 2,349.2
Deficit Assessments — (46.3)
38,753.3 42,606.3
Credits For Prior Year
Surplus (9,327.0) (1,247.2)
Total From Casinos 29,426.3 41,359.1
Other Sources
Licenses
Casino Employees 4,191.2 5,272.1
Casino Service Industry 631.7 1,057.4
Fines and Penalties 386.7 726.8
Other Revenue 109.5 25.0
Total From Other Sources 5,319.1 7,081.3
Total Revenue 34,7454 48,4404
Other Increases:
Transfers from General Fund
{Note 7) 321.7 846.4
Total Other Increases 3217 846.4
Total Revenues/Other Increases 35,067.1 49,286.8
Expenditures:
Public Safety and Criminal Justice
(Division of Gaming
Enforcement) 25,904.7 24,272.2
Government Direction,
Management and Control
(Casino Control Commission) 18,463.1 16,934.8
Total Expenditures 44,367.8 41,207.0
Net Increase (Decrease) in Fund
Balance For The Year (9,300.7) 8,079.8
Fund Balance—Beginning 9,327.0 1,247.2
Fund Balance—Ending $ 263 § 9327.0

() Denotes minus amount

SEE NOTES TO FINANCIAL STATEMENTS
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State of New Jersey
Casino Control Fund
Statement of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual—Budgetary Basis
for the Fiscal Year Ended June 30, 1986

Exhibit HI-A
(in $000)
Adjustment Actual on Variance—
To Budgetary Budgetary - Favorable
Actual Basis Basis Budget (Unfavorable)
Revenues:
Casinos
Licenses
Casino $ 29,436.2 $ - $ 29,436.2 $31,443.9 $ (2,007.7)
Slot Machines 8,098.4 — 8,098.4 6,947.5 1,150.9
Alcoholic Beverage 1,017.4 — 1,017.4 800.8 216.6
Work Permits 201.3 — 201.3 126.0 75.3
Deficit Assessments — — — — —
38,753.3 — 38,753.3 39,318.2 (564.9)
Credits for Prior Year Surplus (9,327.0) — (9,327.0) —_ (9,327.0)
Total From Casinos 29,426.3 — 29,426.3 39,318.2 (9,891.9)
Other Sources
Licenses
Casino Employees 4,191.2 — 4,191.2 6,629.3 (2,438.1)
Casino Service Industry 631.7 — 631.7 1,941.3 (1,309.6)
Fines and Penalties 386.7 — 386.7 — 386.7
Other Revenue 109.5 — 109.5 40.2 69.3
Total From Other Sources 5,319.1 — 5,319.1 8,610.8 (3,291.7)
Total Revenues 34,745.4 — 34,745.4 47,929.0 (13,183.6)
Other Increases
Transfers from General Fund 321.7 — 321.7 — 321.7
Total Other Increases 321.7 — 321.7 — 321.7
Total Revenues/Other Increases 35,067.1 — 35,067.1 47,929.0 (12,861.9)

Expenditures:

Public Safety and Criminal Justice
(Division of Gaming
Enforcement) 25,904.7 485.1 26,389.8 28,555.0 2,165.2
Government Direction,
Management and Control

(Casino Control Commission) 18,463.1 373.7 18,836.8 19,374.0 537.2
Total Expenditures 44,367.8 858.8 45,226.6 47,929.0 2,702.4
Net Increase (Decrease) in

Fund Balance for the Year $ (9,300.7) $(858.8)  $(10,159.5) $ -0- $(10,159.5)

() Denotes minus amount

SEE NOTES TO FINANCIAL STATEMENTS



State of New Jersey
CGasino Control Fund
Statement of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual—Budgetary Basis
for the Fiscal Year Ended June 30, 1985

Exhibit HI-B
(in $000)
Adjustment Actual on Variance—
To Budgetary Budgetary Favorable
Actual Basis Basis Budget (Unfavorabie]
Revenues:
Casinos
Licenses '
Casino $ 31,926.9 $ — $31,926.9 $28,973.5 $2,953.4
Slot Machines 7,239.8 — 7,239.8 6,113.7 1,126.1
Alcoholic Beverage 1,136.7 — 1,136.7 753.1 383.6
Work Permits 2,349.2 — 2,349.2 1,639.2 710.0
Deficit Assessments (46.3) — (46.3) - (46.3)
42,606.3 — 42,606.3 37,479.5 5,126.8
Credits for Prior Year Surplus (1,247.2) — (1,247.2) — (1,247.2)
Total From Casinos 41,359.1 —_ 41,359.1 37,479.5 3,879.6
Other Sources
Licenses
Casino Employees 5,272.1 — 5,272.1 5,449.1 (177.0)
Casino Service Industry 1,057.4 — 1,057.4 1,284.8 (227.4)
Fines and Penalties 726.8 — 726.8 —_ 726.8
Other Revenue 25.0 —_ 25.0 88.6 (63.6)
Total From Other Sources 7,081.3 —_— 7,081.3 6,822.5 258.8
Total Revenues 48,440.4 _— 48,440.4 44,302.0 4,138.4
Other Increases
Transfers from General Fund 846.4 —_ 846.4 — 846.4
Total Other Increases 846.4 —_ 846.4 — 846.4
Total Revenues/Other Increases 49,286.8 — 49,286.8 44,302.0 4,984.8

Expenditures:

Public Safety and Criminal Justice
(Division of Gaming
Enforcement) 24,2722 535.2 24,807.4 27,154.0 2,346.6
Government Direction,
Management and Control

(Casino Control Commission) 16,934.8 182.6 17,117.4 17,148.0 30.6
Total Expenditures 41,207.0 717.8 41,924.8 44,302.0 2,377.2
Net Increase (Decrease) in

Fund Balance for the Year $ 8,079.8 $(717.8) $ 7,362.0 $ -0- $7,362.0

( ) Denotes minus amount

SEE NOTES TO FINANCIAL STATEMENTS
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STATE OF NEW JERSEY
CASINO CONTROL FUND

NOTES TO FINANCIAL STATEMENTS

NOTE 1—Summary of Significant Accounting Policies

A. Fund Accounting

The Governmental Accounting Standards Board, in its
Statement 1—entitled Authoritative Status of NCGA Pro-
nouncements and AICPA Industry Audit Guide, continued in
force the National Council on Governmental Accounting’s
(NCGA) Statement 1. NCGA Statement 1 defines a fund as
a fiscal and accounting entity with a self-balancing set of
accounts recording cash and other financial resources together
with all related liabilities and residual equities or balances,
and changes therein, which are segregated for the purpose of
carrying on specific activities or attaining certain objectives in
accordance with special regulations, restrictions, or limita-
tions. These statements reflect financial reporting practices in
accordance with that definition.

Special Revenue Fund

The Casino Control Fund is classified as a Special Revenue
Fund. Special Revenue Funds are used to account for the
proceeds of specific revenue sources (other than special
assessments, expendable trusts, or for major capital projects)
that are legally restricted to expenditure for specified purposes.

The Casino Control Fund (N.J.S.A. 52:12-143) accounts for
fees from the issuance and renewal of casino licenses, work
permit fees, and other license fees. Appropriations are made
to fund the operations of the Casino Control Commission and
the Division of Gaming Enforcement.

B. Basis of Accounting

Basis of accounting refers to when revenues and expen-
ditures or expenses are recognized in the accounts and reported
in the financial statements. Basis of accounting relates to the
timing of the measurements made regardless of the measure-
ment focus applied.

The Casino Control Fund is accounted for using the modified
accrual basis of accounting. Under this basis of accounting,
revenues are recognized in the accounting period in which they
become susceptible to accrual—that is, when they become
both measurable and available to finance expenditures of the
fiscal period. Available means collectible within the current
period or soon enough thereafter to be used to pay liabilities
of the current period. Material revenues susceptible to accrual
would include casino license fees.

Appropriations are authorized by an act of the Legislature
for expenditure during the fiscal year and for a period of one
month thereafter. Expenditures are recorded on an accrual
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basis when the related liability is incurred. Modifications to
the accrual basis of accounting include:

a) Disbursements for prepaid expenses, inventory items,
and fixed assets are recorded as expenditures when in-
curred.

b) Accumulated unpaid vacation and sick pay are not ac-
crued.

Encumbrances represented by purchase orders and contracts

are recorded and reported as reservations of fund balance since
they do not constitute expenditures or liabilities.

C. Revenue and Expenditure Budgets

The Casino Control Fund, as detailed in the following table,

operates under a budgetary control system comprised of:

a) The Annual Appropriations Acts approved June 28, 1985
for Fiscal Year 1986, June 29, 1984 for Fiscal Year 1985,
and various supplemental appropriation acts approved
during the fiscal year.

b) Reappropriations (authorized by the Annual Appropria-
tions Act) of prior year funds which are available for
expenditure in the current year.

¢) Appropriated Revenues (authorized by the Annual Ap-
propriations Act) which established certain revenues as
appropriations.

The above items provided the following amounts for the

Fiscal Year 1986 and 1985 budgets (in $000).

Revenue and
Other Increases
1986 1985
Annual Appropriations Act $47,929.0  $44,302.0
Totals $47,929.0  $44,302.0

Expenditures and

Other Decreases

1986 1985
Annual Appropriations Act $47,929.0  $44,302.0
Totals $47,929.0  $44,302.0

Budgetary control is maintained at the program unit level.

The accompanying statements of Revenues, Expenditures,
and Changes in Fund Balances, Budget and Actual-Budgetary
Basis present comparisons of the legally adopted budget with
actual data on a budgetary basis.

The State’s budgetary basis of accounting differs from that
utilized to present financial statements in conformance with
generally accepted accounting principles (GAAP). The main
difference between the budgetary basis and the GAAP basis




is that under the budgetary basis encumbrances are recognized
as expenditures, and the budgetary basis reflects transactions
only for the current fiscal year. There were no expenditures
in excess of appropriations in the Casino Control Fund.

D. Fund Balances

The fund balances of the Casino Control Fund consist of:
a) Reserved for encumbrances—used to segragate a portion

of fund balance to provide for expenditure upon vendor*

performance of purchase agreements,

b) Unreserved-Undesignated—used to represent that por-
tion of fund balance resources available for appropria-
tion.

E. Other

Other significant accounting policies are described in Notes
2 to 7.

NOTE 2—Cash/Due From General Fund

Cash transactions of the Casino Control Fund are made
through and by the General Fund cash accounts, The balance
of cash for this fund held in the General Fund after receipt
and disbursement transactions is accounted for-and reflected
in the respective Due From or Due To accounts on the Balance
Sheet.

NOTE 3—Accounts Receivable

Represent amounts which were collected within the one-
month period subsequent to June 30, and outstanding billings
applicable to June 30, 1986 and 1985. Approximately 77¢ and
85% of the outstanding billings were satisfied within a three-
month period subsequent to June 30, 1986 and 1985, respective-

ly.

NOTE 4—Accounts Payable

Represent amounts due for goods and services that were
received by the State prior to fiscal year end.

NOTE 5—Fund Balance

The positive fund balance as of June 30, 1986 and 1985
resulted from revenues exceeding expenditures. Pursuant to
N.J.A.C. 19:41-9.1(e) the balance at June 30, 1985 was credited
to casino licensees in proportion to the relative amount of total
fees incurred or paid by each casino licensee with respect to
the fiscal year ended June 30, 1985. The balance at June 30,
1986 will be distributed to licensed casino facilities during
Fiscal Year 1987.

NOTE 6—Employee Benefit Costs

Fringe benefit costs which include pension, health benefits,
payroll taxes, and amounts for unused sick leave are originally
paid by the General Fund and are charged to the Casino
Control Fund using a composite fringe benefit rate,

NOTE 7—Interest

The General Fund charges interest to the Casino Control
Fund when disbursements exceed receipts collected and credits
interest to the Casino Control Fund when receipts collected
exceed disbursements made. The interest rate used during
Fiscal Year 1986 and Fiscal Year 1985 was equal to the effective
rate of return on investments in the General Fund and varied
from 6,91 to 8.11% in Fiscal Year 1986 and from 8.62% to
10.94% in Fiscal Year 1985. The net effect of these transactions
is reflected in the Transfers from General Fund account on the
Statement of Revenues, Expenditures, and Changes in Fund
Balance.

NOTE 8—Contingent Liability

The Casino Control Fund is involved in a number of legal
actions wherein there is potential for unanticipated expen-
diture. The exact amount involved in these legal proceedings
is not fully determinable. N.J.A.C. 19:41-9.1 allows the Casino
Control Fund to apportion any uncollected cost among the
licensed casino facilities.

AUDITORS REPORT
ON SUPPLEMENTAL DATA

We have reported separately herein on the financial state-
ments of the Casino Control Fund for the Fiscal Years ended
June 30, 1986 and 1985. Qur examination was made for the
purpose of forming an opinion on these basic financial state-
ments taken as a whole. The Expenditure Detail Schedule that
follows is presented for the purposes of additional analysis and
is not a required part of the basic financial statements. This
information has been subjected to the same auditing
procedures applied in the examination of the basic financial
statements, and, in our opinion, is fairly stated in all material
respects in relation to the financial statements taken as a
whole,
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State of New Jersey
Casino Control Fund
Expenditure Detail
Fiscal Years Ended June 30, 1986 and 1985

Schedule |
(in $000)
1986 1985

Public Government Public Government

Safety Direction Safety Direction
and Criminal Management and Criminal Management

Justice and Control Justice and Control

Expenditures:

Salaries $14,986.3 $11,984.0 $13,714.9 $10,939.4
Payroll Taxes and Employee Benefits 3,961.6 2,890.0 3,566.6 2,515.7
Printing and Office Supplies 277.7 271.3 287.5 267.3
Vehicular Supplies 403.3 A 403.8 ol
Travel 46.1 39.8 45.1 69.5
Telephone 627.9 268.0 630.2 257.6
Data Processing 800.5 657.9 1,224.4 860.2
Professional Services 458.6 136.2 431.5 144.4
Other Services Other than Personal 858.1 533.2 682.3 463.1
Rent—Facilities 1,412.4 952.7 1,428.8 734.5
Rent—Automobiles and Other 144.3 80.2 166.8 148.6
Indirect Costs 943.6 428.0 913.9 159.5
Office Equipment 238.9 91.8 250.9 177.3
Vehicular Equipment 382.7 — 179.6 ——
Other Equipment 362.7 129.9 345.9 197.6

Total Expenditures $25,904.7 $18,463.1 $24,272.2 $16,934.8




Robert Genatt
Legal Division

Casino Control Commission

Tahle of Organization

COMMISSION [~

Public
Information
and Legislative
Liaison

William H. Delaney
Division of Financial
Evaluation & Control

r

o Casino
Legislation Legal License Hearings & Special Financial ) . ) Accounting
& Advisory Advisory Litigation Projects Evaluation | | Accounting Audit Inspection &
Regulations Operations

Jack Wood

Affirmative Action
& Planning Division

Christopher D. Storcella
Licensing Division

& Design

Policy Construction ,
Planning Casing & Employee Document Enterprise
& Industry Licensing Control Licensing
Development
Theron Schmidt
Administrative Division

2 Systems

Personn Budget Admin. ;

Brepne! & Fiscal Services AR







