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Rep. Joe Kiser of Lincoln County,
who is the House Republican

poker is
coming

to a vote

But it’s not necessarily the kind
that N.C. gaming foes hoped for

House co-speaker is
pushing bill to keep
machines and charge
industry to help sheriffs

BY MARK JOHNSON
Raleigh Bureau

RALEIGH — The spectrum of
video poker opponents, from
the conservative moralists to the
liberal do-gooders to the Repub-
lican and Democratic sheriffs,
are about to get what they
wanted - and possibly what they
dreaded.

For at least three years, critics
of the electronic gambling ma-
chines have fought to get the
N.C. House of Representatives
to vote on banning video poker.

As the General Assembly
opened its 2004 session this
week, Democratic House Co-
Speaker Jim Black of Matthews
promised a video poker vote,
but not necessarily on outlaw-
ing the machines. Black praised
a bill that would keep them legal
and require the video poker in-
dustry to pay $1,000 per ma-
chine to county sheriffs to help

ALAN MARLER -~ SPECIAL TO THE OBSERVER
Some in the General Assembly
say a vote banning video poker
is being blocked by members
supporting the machines.

pay for regulating the games.

Video poker, outlawed in
South Carolina and fleeing one
state north to gross more than
$85 million a year, could be res-
cued in North Carolina. A

It is a case study in the role
that campaign dollars, old-fash-
ioned public support and the
power of the speaker play in res-
cuing or killing legislation.

“I feel certain the votes are on
the floor to ban video poker, if
we had that opportunity,” said

SEE GAMING | 5B

leader and a former sheriff.

The N.C. Senate twice has
voted to ban video poker, only to
see that prohibition shelved in the
House of Representatives.

Black and Republican Co-
Speaker Richard Morgan deter-
mine what bills make it out of
committee and to the floor of the
House for a vote, and Black has
repeatedly said he opposes ban-
ning video poker.

Critics of the games charge that
Black had roadblocked the ban
because he is beholden to that in-
dustry. In the last election cycle,
Black took more than $100,000
from businesses with ties to video

B groline.  pracy
tions to Black were among
$400,000 that those businesses
and their lobbyists pumped to
candidates and political commit-
tees in 2001 and 2002, a cash flow
that opponents say bought the in-
fluence to block a vote on ban-
ning the games.

“I don’t know what other con-
clusion you can draw” said
Sen. David Hoyle, D-Gaston.
“They have influence for some
reason or at least it would come
up for a vote.”

Black contends that the video
‘poker industry employs 2,000
people repairing and maintaining
the machines.

“We're doing everything we
can to save jobs, whether it’s a
mechanic or textile jobs,” Black
said. “These are those kinds of
jobs.”

He said he has not blocked a
vote on a video poker ban. And he
said the Democracy North Caro-
lina numbers are inflated by in-
cluding convenience stores that
contact him about myriad issues,
such as the increase in customers
driving off before paying for gas.

Black also said sheriffs, who

_complain they lack the resources
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Democratic House Co-Speaker Jim Black praises the bill requiring
the video poker industry to pay $1,000 per machine to county
sheriffs to help pay for regulating the games. Above are seized
machines stored in a police warehouse.

to police video poker, will be
hard-pressed to reject the $1,000
per machine,

Some lawmakers, including
video poker critics, said Black is
not the only factor explaining
why the House hasn’t voted on a
ban. House members have not
heard a public outcry against the
machines as they did against a
state lottery.

Over the past two years, House
leaders have considered voting
on legislation that would let state

voters approve or reject a lottery.
Each time, a well-organized coali-
tion of conservative and liberal
groups deployed an effective lob-
bying campaign against the lot-
tery. Many of those same groups
oppose video poker, but lawmak-
ers hardly hear about it.

For one thing, it's not an activ-
ity that smacks the public in the
face and prompts them to com-
plain. That’s a contrast to South
Carolina, where neon-lit poker
palaces gave opponents ammo to
warn of Vegas-style strips. South
Carolina’s regulations were ini-
tially so lax there was no age limit
to play and no tax on video poker
profits, and video poker casinos
were allowed.

“It’s not as visible as you would

Connie Wilson, R-Mecklenburg,
who opposes both a lottery and
video poker. “If it’s in a conve-
nience store, it'’s in a backroom
area ... You don't have billboards
saying, ‘Stop here and play video
pokErIm

John Rustin, of the conserva-
tive Family Policy Council, said
the lottery generated more vocal
support because “it adds the ele-
ment that it’s the state, not only
sanctioning the activity, but oper-
ating it.”

The state’s sheriffs association
voted in support of banning the
games, warning of ancillary crim-
inal activity and that they don't
have the deputies to enforce the
state law limiting payouts to $10 in
replays or merchandise.

The S.C. Supreme Court out-
lawed video poker effective in
July 2000 after the state spent

Black, tired of the accusations
that he’s doing the gambling in-
dustry’s bidding, said he will not
ban or the $1,000-per-machine
legislation. Both are in the same
committee,

“The one thing I'm going to in-

sist on,” he said, “is something
coming out” for a vote,

Mark Johnson: (704) 358-5941 or
miohnson@charlotteobserver.com.



e News & OBSERVER

SATURDAY, MAY 1, 2004

Video poker
plays a gambit

Shen‘ﬁs study hand as industry deals

By DaN Kane
STAFF WRITER

As state legislators return to
Raleigh this month to again con-
sider a ban on video pokﬂ'ﬁstheub
dustry is trying to woo its main
opposition — sheriffs — by pitch-
ing them an annual $12 million

A draft bill written by the in-
dustry would give sheriffs $1,000
for every machine within thelr
county to help pay for regulating
the machines. Industry officials
say there are about 12,000 li-
machines in the state.

out operators who break the law.

“The industry is just as disgust-
ed with the illegal activities that
are taking place in'thennme.cﬁ
video poker as anybody else is,”
Theresa Kostrzewa, one of three

lobbyists representing the N.C.
byists Pacin g iy

said this week. “And they are com-
mitted to pay their own money to
get it cleaned up so the legal peo-
ple can stay in business.”

The proposal is aimed at the
heart of the opposition to video
poker. The N.C. Sheriffs’ Associ-

build support for state Senate
votes in 2002 and 2003 to ban the
machines.

1 Bl Bty b D
on the use
mocratic Speaker Jim Black op-
poses it. That has caused some
sheriffs to support the industry’s
latest gambit. They say that if the
machines aren’t going away, law
enforcement ought to get some

SEE VIDEO POKER, PAGE 17A

VIDEO POKER

CONTINUED FROM PAGE 1A

chines,” Guilford County Sher-
iff B.J. Barnes said. “What I am
pushing is, if we are going to
have these machines and the leg-
islature is not going to do any-
thing about them, then [video
poker operators] should be pay-
ing for themselves.”

Guilford has roughly 500 ma-
chines, which would translate
to a $500,000 annual payment.

Rockingham County has about
220 machines, and Sheriff Sam
Page said he would be hard
pressed to turn down $220,000.

“When times are tough, it
would be hard to tell ;
Tve just turned down $220,000
in enforcement money, and 'm
going to go to you for tax dol-
lars,” ” he said.

Some unimpressed

hassle of trying to stop the ille-
gal payoffs and chronic gam-
bling that the machines bring.

Sheriff Eddie Cathey of Union
County said he has had to seize
nine of the 100 or so machines
in his county during his 18
months in office. He has taken
calls from wives who are tired of
seeing their husbands gamble
their paychecks away.

“To accept the money would
be the easy way out — to ac-
cept that gambling can’t be con-
trolled,” he said. “Maybe until I
got a taste of the gaming indus-
try I might could have been per-
suaded, but after a year and a

circulating among
some sheriffs keeps in place the
limit on the number of machines
that the legislature passed in
2000. And it would not change
the payouts: The machines can
offer only as much as $10 in
prizes. But it would require ma-
chines to register how much
money they take in and pay out.

The state Revenue Depart-
ment is trying to catch up on

took in $85 million and paid out
nearly $43 million in prizes,

Each machine also would have
a permanent serial number, and
machine owners would be re-
quired to undergo criminal back-
ground checks.

The money's uses

The bill anticipates that money
given to sheriffs would be more

It requires them to use the money
for enforcement but allows any
surplus to go toward “any other
law enforcement purposes.”
Machine uwn‘e;lrsai aéso would be
charged an annual $5,000 privi-
lege tax, and establishments that
have the machines would pay an
annual $500 tax. That money
would go to the state Alcohol
Law Enforcement Division.
Legislators who want to ban
video pol;le; say they aren’t

swayed by proposal.
They said they doubt that sher-
iffs would ively enforce
violations if it meant cutting
their own agency’s income.

“I can’t believe the sheriffs of
the state would let the industry
pay them some kind of bounty to
let them operate,” said Rep. Edd
Nye,a Bladen County Democrat.

eported m at Black
got more than $100,000 in polit-
ical contributions from the in-
dustry in the 2002 election cycle.
Black disputes that total.

Black said he is inclined to sup-
port legislation that would let
the industry pay for its regulation
rather than ban it altogether.

“Just recklessly eliminating
three- or four thousand jobs is
kind of stupid,” Black said, citing
the industry estimate for how
many jobs it supports. “If there's
somebody breaking the law, you
deal with them. Some folks say
that’s not the kind of jobs we
need, but if it's your job, you
might have a different opinion.”

Nye said that likely sets up a
stalemate this session that might
give the industry what it wants:
1o ban and no fees for regulation,

Staff writer Dan Kane

can be reached at 829-4861
or dkana@newenhearuar ram
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WATCHDOG GROUP ANALYZES DONATIONS RECEIVED BY HOUSE CO-SPEAKER

Video poker generous to Black in last election

BY ScotT DODD,
JIM MORRILL
AND RICHARD RUBIN
Staff Writers

The embattled video poker in-
dustry pumped more ‘than
$100,000 into the campaign cof-
fers of N.C. House Co-Speaker
Jim Black during the last election
cycle, according to a political

Black contributors identified by
Democracy North Carolina with
connections to video poker. Black
received 30 percent of -the
$393,980 the industry and its lob-
byists gave to candidates and
committees in 2001-02.

Among the contributors were
half a dozen donors contacted by
The Observer who said they we-
mn'tm:etheyhadgwm

“Is he Democrat,
what?” said Jean Jarvis of Wilkes-
boro, whose husband is in the
amusement machine business,
Records show she gave Black
$5000an 12, 2002.

from video poker are no different
from banking, health care or any.
of the other industries that give
heavily to political candidates.

“That’s the way our system
works,” he said.

The industry’s contributions
represent 9 percent of Black's
overall fund raising of $1.3 million
during the last election. But they
account for almost a quarter of
the money he raised outside the
Charlotte atea, according to De-
mocracy North Carolina.

Among  the
$1,000-plus do-
nors on Black's
list are video

or |

group.
The donations came at a time

ban twice, but both attempts
stalled in the House.

Black, who helps control which

ion reaches the House

Video poker is legal in North
Carolina, although machines can-
not pay out more than $10 in mer-
chandise or replays. No cash
prizes are allowed.

Across the state, sheriffs say
they don't have the resources to

enforce the law, so criminals run

the games and offer big payouts
with little fear of being caught.

’gantoﬂ:enouuﬂoomwmﬂd

be banned overwhelmingly,” said e
Mecklenburg County Sheriff
Pendergraph,

a Democrat. “We |

never could get the speaker to put
it on the House floor.”

The debate comes amid a two-
year federal investigation of N.C.
video poker operators, dubbed
Double Black Diamond, which

h.usnemdl.ﬁmdh:unem-nd,

convictions, including a former
state transportation secretary.

The investigation, focused
ma]nlyonbrﬂ:eryandmap—
tion, has included interviews of
current and former public offi-
cials, said Chris Swecker, special
agent in charge of the FBI's N.C.
office. “We are focused on where
the money’s going.”

FBI and state Alcohol Law En-
forcement agents have seized
more than 600 machines and $10
million in cash, property and
bank accounts, Swecker said.

Diverse donor list

Black received video poker in-
dustry money from across the

floor, received far more video-
poker related donations in
2001-02 than any other N.C. law-
mam-amdingmbemomcy
North Carolina, which

campaign contributions,

Black said money from video
poker interests has not affected
legislation. He said a bill that
would tighten regulations on the

paign-finance laws.
“We can't let gambling inter-
ests hijack our elections,” he said.
‘Wanda Ripa, a Wilmington real
estate broker, said she opposes ef-
forts to ban video poker. But she
says she didn't donate to Black.
“I didn’t make any contribu-

lican candidates, But she did give
money, she said, to Huckabee's
company, Southland Amuse-
ments, which supplies three ma-
chines in a building she owns.

“I don't know who I wrote the
check out to,” Ripa said. “They

implied, that's a bald-faced lie.”
Owners of truck stops, strip
clubs, bars and convenience
stores were among more than 100
SEE DONATIONS | 8A

Donations up since S.C. ban
Since South Carolina banned
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from the N.C. Amusement Ma-
chine Association in 2002.

The industry, including its po-
litical action committee, lobbyists
and the Eastern Band of Chero-
kees, which has video poker in-
terests, gave $393,980 in 2001-02
and $417974 the cycle before,
when Gov. Mike Easley was their
top recipient, according to De-
mocracy North Carolina.

Hall has identified $118,500 in
donations to Black from groups,
lobbyists or individuals associat-

Hudson gave Black two $1,000
donations, on April 30, 2002 and
again on July 28, 2002. Black vis-
ited Breeden’s store while “pass-

supporting
Andheuidtheotherlohbm
on the list, who gave $13,000, rep-
resent several interests besides
video poker, Convenience store
and truck stop owners have other
concerns as well, Black said.

“They're trying to tie anything
remotely connected to video
poker to this,” he said,

Why no House action on bill?

The main Senate sponsor of
the bill to ban video poker is frus-
trated that it hasn't been taken up
in the House,

“I know that there’ve been a lot
of people that have talked to
(Black) about it,” said Sen. Char-
lie Albertson, D-Duplin. “It hasn’t
been brought to a vote, so you
have to draw your own conclu-
sions.”

But Rep. Paul Luebke, D-Dur-

* ham, said there seems to be a lack

of public support, at least in terms
of what legislators hear.

‘I'm sure the proponents of
video poker are giving money to
whoever would take it,” he said.
“But the advocates of the ban are
of what moves a bill at the Gener-

al Assembly is public support. -

Very few people see this as a ma-
jorpolxcypprlgminthisslate:

say the problems are growing,
however, and video poker opera-

‘tors are using their influence to

keep themselves in business.
Sheriffs say poker machines

come with a variety of problems

thaienwmﬂhpl

SEE VIDEO POKER | 9A

much untaxed, unregulated mon-
ey that goes through these ma-
chines, It causes
Rnchngham!’olmChxefRob—
ert Voorhees’ made

department
mnhngdownonwdeupohera

Ppossessing
thanﬁvewdeopokr.rmacmmsat
the same location, a felony in
North Carolina. Their court date
is set for January.

Harrison is among Black’s do-
nors, listed as giving $1,000 on
Nov. 12,2002

Also on Black’s list: Leon John-
son Sr, a convenience store
owner arrested in July 2002 on
charges of video poker-related vi-
olations. He pleaded guilty to one
and two others were dismissed.
Johnson gave a total of $2,500 to
cycle.

Voorhees said he’s disap-
pmntedthatlawmzkexswon‘tm
behind law enforcement on ban-
ning video poker.

“The video poker lobby in
North Carolina is ol
very powerful, well-ﬁmded
lobby,” he said.

Black worried about jobs

poker and hasn't blocked past ef-

ﬁunstopmaban.Bthewdwt-
ting rid of the games entirely
could cost the state jobs.

“Not everybody running video
poker machines in North Caroli-
na s violating the law,” Black said,
“and anytime you pass a bill that
puts maybe 5,000 people out of a
job, that's pretty important.”

He said he thought the implica-
tions need to be studied, which is

money for the sheriffs to police it.

“I prefer that to just wiping out
the whole industry,” he said.

Regardless, Black said it's
wrong to infer that campaign con-
tributions influenced him.

“The implication is that I didn't
bring up the bill because I got all
these contributions,” he said. “I
have clearly stated that I will
bring it up in the next session.”

Black, a Matthews optometrist,
said he has made no effort to raise
money from video poker interests
and sees it as no different than
any other industry that gives sub-
stantially to “his campaign or
other political candidates.

“I always tell everyone who
gives to me, ‘I don't do anything
for money except examine and
treat eyes,’” Black said. “I take
great offense to anyone who says

Albertson, the main sponsor of
past attempts to ban the games,
said Black has promised him that
the House will consider a video
poker bill when it reconvenes
next spring.

“He has given his word,” Al-
bertson said, “... that there’ll be a
vote on video poker in the House
in May.”
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LISTED ON CAMPAIGN FINANCE REPORTS

Several donors deny giving

2 people named on list
say they don’t even
know who co-speaker is

By ScorT Dopp,
J1M MORRILL
AND RICHARD RUBIN
Staff Writers

. Several donors with video
poker-related connections told
The Observer that they don’t re-
member giving money to N.C.
House Co-Speaker Jim Black - al-
though they're listed on his cam-

paign finance reports.

“I don't know what to make of
that,” said Black, a
County Democrat. “I can’t imag-
ine anybody giving to me who
doesn't know who I am.”
| Jean Jarvis of Wilkesboro said
she doesn't know Black. “Is he
Democrat, Republican or what?”

‘When told she’s listed as con- .

tributing $500 to Black’s cam-
paign on Nov. 12, 2002, she re-
plied: “Five hundred? And who is
this guy? I don’t know anything
about it. ... I definitely haven’t giv-
en anything like that.”

Jarvis, whose husband Roland
has an amusement machine busi-

didn’t support him for speaker.
“There was no kind of conspir-
acy to get him to vote something
for us,” Moss said.
® Barbara Gathings of Hamlet,
recalls giving $1,000 to Black on
July 28, 2002, because “I didn't
want them to take the poker ma-
chines out.”

name. “I wrote it up and gave it to
Mr. (Leon) Johnson,” she said.
She said Johnson, a longtime
friend and convenience store
owner, suggested she contribute.
lt'si]legallogivecnntihuﬁons

ness,nidshedoem‘tregulady
make contributions. “I don't
know anything about it.”

® “You got me mixed up with

mhlsnameon]ulyz&mm
address listed on the report is for
his used-car dealership, he said,
but he never gave to Black.

“I know for a fact that I did
not,” he said. “The day I gave
$1,000 to somebody, hoo bny I
don’t have that much to give.”
® Pat Moss of Rockingham gave
Black $1,000 on July 28, 2002, ac-
cording to campaign reports.

from others in your name. Black
said he would contact Gathings
about her donation.

m Rita Cowart of Gastonia is
listed as a donor on Nov. 12, 2002,
but said she has no idea about
any contribution. She says she
has never met Black and didn’t
know the name, even when told
that he is the N.C. House co-

speaker, >

“I'm not a history person, so
no, I don’t know him,” she said.

Cowart’s employer is listed on
the form as Amusements Only,
but she said she doesn’t work
there, although a friend does. The
company could not be reached.

g3

“I don't recollect that,” he said.
“I'd have to check on that.”

He hung up when asked about
his relationship to Wayne Moss
of Rockingham - his father, who
gave $1,000 to Black on the same
day as his son, and made an earli-
etoontrihmon,n}soofsl,ooo

‘Wayne Moss told The Observ-
er that he and several other Rock-
ingham-area businessmen - in-
cluding his son, Pat - contributed
to Black’s campaign because the
representative from their area
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VIDEO POKER HELPS POLS

By Craig Jarvis, Staff Writer

The trail of gambling profits that begins with video poker in stores and bars doesn't
end with the companies that own the machines.

Some of it also ends up in the hands of politicians -- and that has attracted the
attention of federal investigators and a group that analyzes campaign contributions.

The amusement machine industry has contributed heavily to political campaigns in
North Carolina since video poker was outlawed in South Carolina in 1999: as much
as $800,000 in the past two election cycles, according to the campaign finance
watchdog group Democracy North Carolina.

In some cases, the nature of the contributions makes it difficult to trace the money
to video poker interests. The FBI and the U.S. Attorney's Office in Raleigh are also
tracking how the money flows from large-scale operators to politicians.

"We can't say where the investigation will take us, but we'll follow whatever credible
leads there are," U.S. Attorney Frank Whitney said. "Does that mean it will lead to
public corruption? I don't know; it might."

Democracy North Carolina recently analyzed the 2002 election contributions and
concluded that state Rep. Jim Black, co-speaker of the House, received more than
$100,000 from interests it identifies as connected to video poker. That's about one-
tenth of Black's total contributions for that period.

A bill that would outlaw poker machines has languished in the House for a year and a
half, and critics blame Black for preventing the bill from coming to a vote.

"We can't gamble with our democracy," Bob Hall of Democracy North Carolina said in
an interview. "It's an example of a special interest moving very large amounts of
money into a campaign in an effort to gain favors."

Black said in an interview Thursday that the video poker bill would come to a vote
when the legislature convenes in May. He attributed the delay in part to concerns
that the version approved by the Senate included a little-noticed provision that would
allow the Cherokee reservation, which contains the state's only legal casino,
including video poker machines, to expand its gambling operations.

Black says the watchdog group has inaccurately tied some traditional donors to video
poker, and he says it's unfair to suggest he has been influenced by the contributions.
He notes that top elected officials receive substantial donations from most trade and

professional groups, but that does not mean the groups receive special favors.

Black says he has been told there are 5,000 to 10,000 jobs associated with gaming
machines. At a time when legislators are trying to bring jobs to the state, he said, it
doesn't make sense to eliminate an entire industry.



"All of those people are not violating the law," Black said. "There are members of the
House who have mom-and-pop operations in their communities. This is what keeps
the lights on in their business. It seems harsh to totally ban the whole thing."

Whitney said it's not the mom-and-pop stores that federal agents are interested in.

"Video poker machines are technically legal in North Carolina," Whitney said, "but
that technical legality of allowing possession of a machine for a modest non-cash
prize is used as a cover for large-scale gambling."

North Carolina banned new video poker machines in 2001. No more than three
machines are allowed in a location, prizes are limited to replays and $10 gift
certificates, and owners must register their machines. At last count, about 10,500
machines were registered with owners reporting $100 million in receipts each year.

But cash payouts to trusted customers at stores and bars have led to federal
indictments and seizures of hundreds of machines in the past two years.

Former state Transportation Secretary Garland Garrett Jr. was indicted and pleaded
guilty to running an illegal gambling business and in June was sent to prison.

The federal indictment accused him, his father and his son of making nearly $2
million in illegal profits from the family's Cape Fear Music Co., a video game supplier
in the Wilmington area, where some of the video-poker fund-raising originates.

Some contributors to Black's 2002 campaign were the spouses, employees or friends
of people in the video poker business. Several contacted by The News & Observer
refused or were reluctant to talk about why they contributed to Black.

"Just because," said real estate agent Holly Abbuhl of her $1,500 contribution. "The
same reason everybody makes contributions."

Her husband, Steve Hebert, owns a pool hall and bowling alley in Wilmington with
two video poker machines registered there. Hebert gave Black $1,500.

Hebert's video poker machines are owned by Southland Amusement, which has
registered 87 video poker machines in 66 locations in New Hanover County.

Southland's president, Robert E. Huckabee III, has given more than $30,000 to state
politicians in the past few years. In 2002, he contributed $4,000 to Black, the
maximum amount permitted by law. One of Huckabee's employees, Joseph F. Allen,
donated $1,000.

Huckabee's sister, Pamela H. James of Wilmington, was inconsistent when asked
about her $1,000 contribution to Black.

"That's a different Pam James," she said Monday.

When asked why Black's contribution disclosure form listed her home phone number
and her interior decorating business, she asked the reporter to call back.

Then, on Tuesday, James said she did make the contribution but wouldn't discuss it.



Huckabee could not be reached for comment.

It's hard to find anyone from the N.C. Amusement Machine Association, which
formed a political action committee in time to give $54,500 to state and local
politicians and parties in the last election cycle, to talk about its political agenda.

Les Bennett of Pilot Mountain, president of the association and a $500 contributor to
Black, declined to comment.

The association hired new lobbyists this year: Ann Duncan and former Secretary of
State Rufus Edmisten.

Duncan, a former state legislator, said she didn't know why so much money went to
Black, but she said the association's members have a real interest in politics.

"They would like to not be put out of business," Duncan said, "because they are
small businessmen and women."

She said the group favors registration fees to pay for the expense to county sheriffs
of keeping track of the machines and wants to rid the industry of unscrupulous
operators.

"Like in any business, you have the good guys and the bad guys," Duncan said. "The
people I've worked with are all real legitimate people. They do a lot of good for their
community."



