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CHAIRMAN SCHRODER: Good morning.  I’m Chairman Curt Schroder and I’d like to 

welcome everyone, committee members and guests included, to this Gaming Oversight 

Committee Hearing on a package of bills that had been proposed to implement the 

recommendations of the Grand Jury that had looked at the licensing aspect of the initial casinos 

by the Pennsylvania Gaming Control Board.   

Just because we haven’t been here, in either hearing or meeting, you know, since we 

broke at the end of June, I would just remind everyone, both members as well as those in the 

audience and those testifying, that the cameras that are currently lit up are recording this 

morning’s hearing.  Those cameras, both the audio and video, will be used to make the official 

transcript and transcribe the official transcript for the hearing.  So, if everyone could just keep 

that in mind and you have been so advised.  Anyway, before I introduce our first testifier, both 

myself and Chairman Rosita Youngblood will have some remarks to make.   

On May 19 of this year, the 31st Statewide Grand Jury issued its report regarding the 

establishment and issues of Gaming Licenses by the Pennsylvania Gaming Control Board.  In 

addition to the Grand Jury’s findings, the report also contained 21 recommendations for both 

Board and legislative changes.  The report itself is a scathing critique of the Gaming Control 

Board between the years 2004 and 2007.  The report details a culture of misconduct in which 

regulators ignore potential criminal activity and commanded investigators to do the same.  The 

Grand Jury found that in some cases, Bureau of Investigations and Enforcement, BIE 

investigators, were not allowed to complete investigations and were instructed not to interview 

people to corroborate damaging information.  In an effort to make unsuitable people and 

companies suitable for licensing, reports were scrubbed of information on key figures involving 
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three different casino applicants, all of which were eventually licensed.  In one incident of report 

scrubbing, an applicant created a company for property he did not yet own, and later began to 

build a casino for which he did not have a license.  I guess one could take such risks if you have 

the legal apparatus of the licensing board scrubbing your reports.  Key employees who might be 

unsuitable were in some cases allowed to withdraw, even though under the Gaming Act a key 

employee found unsuitable could result in the denial of an entire casino license.  In fact, the 

Grand Jury did not find a single instance where the Board found a key employee unsuitable in 

spite of much damaging information that was uncovered by investigators.  This is once again 

consistent with the then-Chief Enforcement Council’s stated purpose of taking unsuitable 

applicants and making them suitable.  The disregard of the clear directive of the Gaming Act, 

requiring the Board to carefully evaluate an applicant’s character and placing the burden on the 

applicant to prove his or her good character, the Grand Jury found that the Board alleviated that 

burden on the applicant and placed the burden instead on the BIE to establish an applicant’s 

unsuitability beyond all doubt.  The Grand Jury also reported that collective amnesia afflicted the 

Board’s licensing attorneys when called before the Grand Jury.  Every licensing attorney called 

to testify had complete inability to recall events, instructions, or participation in preparing final 

suitability reports to the Board.  The Grand Jury called this inconceivable.  One applicant was 

lucky enough to have an attorney speaking for his interests inside the Board.  The same attorney 

was also assigned as licensing attorney for the competitor’s application.  The Grand Jury found 

that the attorney’s post-Gaming Board employment with a law firm was merely a subterfuge to 

hide the fact that he left the Board to immediately work for the casino.  By 2008, the attorney 

was formally hired by that casino.  The Grand Jury also found that the Board ignored the 
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Sunshine Act, citing multiple examples of the Board’s desire to conceal, obfuscate, and disguise 

its processes, rather than to seek transparency and inclusion.   

In light of these and numerous other disturbing acts described in the report, the Grand 

Jury found that the Pennsylvania Gaming Control Board neglected, or wholly ignored the public 

policy objectives of the Gaming Act, and engaged in conduct that failed to thoroughly protect the 

public, failed to maximize potential new revenues to support property tax reduction and engaged 

in activities that eroded the confidence in the system.  It also found the Board became fixated and 

singularly focused on making the licensing process fair to the applicant at the expense of 

adequately protecting Pennsylvania’s citizens.  The Board was dedicated to the overarching goal 

of commencing gaming tax receipts in lieu of all other obligations, according to the Grand Jury.   

What was the response of the Pennsylvania Gaming Control Board to the findings of this 

dedicated group of Pennsylvania’s citizens who gave two years of their lives to make this crucial 

examination?  In short, their response was shocking in its contempt for the work of the Grand 

Jurors.  Former Board Chairman called the report simply a rehash of old news.  He called the 

efforts of the Pennsylvania Control Board an unmitigated success and characterized the findings 

as minor missteps along the way.  Another Board member called the report a fishing expedition.  

Carl Morrow, Deputy Director of Investigators, wrote in an email to BIE employees that those 

mentioned in the report did an outstanding job of creating and running BIE in the early years, 

saying that no team could have done it better.   

In short, the Board declared victory because no indictments were issued.  Yet, they did 

not refute a single fact or finding in the report.  Fortunately by July of this year, the tone of the 

board changed when it issued a letter to the General Assembly informing us that they had taken 
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steps to implement ten of the recommendations of the Grand Jury that they had maligned only a 

few months before.  This is a welcome development and I commend the Board for their efforts in 

this regard.  As mentioned, the Grand Jury made 21 recommendations for change.  That is why 

we’re here today, to hear testimony on a package of bills that have been introduced to implement 

these changes.  Some are changes and reforms that must be done by statute.  Others can and 

some have been implemented by the Board.  I believe it is still worthwhile to review and discuss 

the legislation based on changes already implemented, as it might be desirable to enshrine the 

Board’s policy into statute so as to be binding upon future Boards.  Now, some have suggested, 

or might still suggest, that we should not be guided by the Grand Jury’s recommendations.  After 

all, they’re not legislators.  And they’re not entrusted with the job of setting public policy.  I 

believe it would be wrong to so blithely dismiss the work of the Grand Jurors.  In the end, it is up 

to the General Assembly, and particularly this committee, to determine which bills merit 

consideration by the full House.  That is why we are having this hearing, to begin the review of 

these recommendations.  In the end, it will be legislators, not the Grand Jury, who will 

implement any changes and it will be our collective responsibility for either adopting or rejecting 

the recommendations.   

And with that, before we move on, I would just, personally like to thank the committee’s 

counsel, Dana Alwine, who’s with us today,  who did a great job working on recommendations, 

fashioning them into legislation that could be introduced, and getting us to this point, so Dana, 

thank you very much for your efforts in that regard.  I will now turn the microphone over to 

Chairman Rosita Youngblood for her comments.   
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CHAIRMAN YOUNGBLOOD: Good morning, Chairman Schroder, and good morning 

to all of the members of the Gaming Oversight Committee.  And also good morning to the 

presenters that will testify before us today.  Let the testimony begin.   

CHAIRMAN SCHRODER:  Thank you, Representative, excuse me, Chairman 

Youngblood.  At this point, we would like to call and welcome Mr. William H. Ryan, the 

Chairman, I should say, the new Chairman of the Pennsylvania Gaming Control Board.  This is 

Chairman Ryan’s first appearance before the committee, and on behalf of the entire committee, 

we welcome you, and we look forward to your remarks here this morning.  And you may begin 

when you’re ready.   

MR. RYAN:  Thank you.  Good morning, Chairman Schroder, Chairman Youngblood, 

and members of the committee.  My name is Bill Ryan, and I was recently appointed by 

Governor Corbett to serve as Chairman of the Pennsylvania Gaming Control Board.  Also 

joining me today are Commissioner Gary Sojka and the board’s executive director Kevin 

O’Toole, who are seated behind me in the audience.   

My experience prior to being appointed to the Board has been principally in law 

enforcement.  I was twice elected District Attorney of Delaware County and I spent 14 years in 

the Office of Attorney General of Pennsylvanian, serving as Director of the Criminal Law 

Division, First Deputy Attorney General and Acting Attorney General.  In all, I have had over 34 

years of law enforcement experience, which I like to think will serve me well as a I begin this 

new challenge.   

As you are aware, the primary objective of the Pennsylvania Racehorse Development and 

Gaming Act, to which all other objectives and purposes are secondary, is to protect the public 
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through the regulation and policing of all activities involving gaming.  It is based upon this 

primary concern that any legislative amendment to the Gaming Act should be analyzed.  I want 

to preface my remarks by making it clear that my statements here today reflect my own point of 

view, and may not reflect the opinions of other members of the Board.  Having said that, I would 

like to offer comments on three bills from the legislative package, and then hopefully answer any 

questions that you may have.   

House Bill 2002 would require the Auditor General to conduct annual performance audits 

to determine compliance with the Gaming Act and to report findings and recommendations to the 

General Assembly.  I have no objection in principle to this proposal. If such an audit can be 

completed quickly, an annual audit makes sense.  However, I am informed that the Auditor 

General has already performed two audits of the Gaming Board to date, both of which took in 

excess of one year. Obviously, if that amount of time is the rule in a comprehensive and 

thorough audit, an annual audit may present practical problems. The committee may wish to seek 

the opinion of the Auditor General as to how often an audit should be performed.  

House Bill 2006 would require that every background investigation report include an 

appendix which provides, quote, “all information collected by the Bureau that relates to the 

application,” end quote. This provision is also among the recommendations of the 31st Statewide 

investigating Grand Jury. While I understand the frustration that the Grand Jury presumably felt, 

I must also admit that this provision concerns me.  Background investigations often result in the 

production of information that is little more than rumor or innuendo.  Requiring that such 

information be included in the report could result in severe harm and prejudice to an individual.  

Only information that can be substantiated by a skilled and experienced investigator should be 

included in a report.  The issue that this provision attempts to deal with, making sure that 
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background investigations are done completely and accurately, demonstrates to me the 

importance of moving the Bureau of Investigations and Enforcement, known as BIE, to the 

Office of the Attorney General.  My reasons for supporting this are as follows: the Board is a 

quasi-judicial body; BIE is an investigative unit.  The law, the regulations and commonsense all 

dictate that there should be a wall of separation between the Board and BIE.  But this structure is 

harmful to good management and good government.  The statutory mandate that BIE is a distinct 

entity and independent of the Board, means that BIE is not truly accountable to the Board.  If it is 

not accountable to the Board, it is accountable to no one.  Placing BIE in the Office of Attorney 

General would correct this anomaly and ensure that, in the preparation and completion of 

background reports, as well as in the performance of all the other responsibilities of BIE, there is 

full accountability to the people of Pennsylvania.   

 House Bill 2008 would prohibit the Board from meeting in Executive Session to conduct 

quasi-judicial deliberations involving slot-machine license applications, except for the purpose of 

considering confidential information.  Again, this provision is among the Grand Jury 

recommendations, and again, I can understand the Grand Jury’s frustration.  However, 

Pennsylvania’s Supreme Court has long recognized the importance of permitting quasi-judicial 

entities, which includes the Board, to conduct deliberations in Executive Session.  In the case of 

Kennedy vs. Upper Milford Zoning Hearing Board, the court stated that where an agency is 

characterized predominantly by judicial functions, like the Board, it is particularly appropriate 

for the agency to deliberate privately.  In reaching this result, the court stated that quasi-judicial 

boards, quote “are expected and required to resist that intense pressure to which they are 

subjected from all sides, and to decide the issues on their legal merits without regard for the 

identity or influence of the parties.  The deliberation of matters so charged with  a motion can 
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have political significance must be cloaked – excuse me – with the protection of privacy if it is to 

assist the board in carrying out its weighty decisional responsibilities.” End quote.  

 As the new chairman, I can assure you that I understand the importance of transparency.  

You have my commitment that I will do everything in my power to ensure that the Board 

adheres to the Sunshine Act and the Right to Know Law.  However, I would suggest that 

prohibiting quasi-judicial deliberations in Executive Sessions may have the unintended 

consequence of limiting frank and honest discussion necessary for the Board to thoroughly vet an 

application.  And less deliberation could ultimately lead to less informed decisions by the Board 

– excuse me – In closing, I support the remaining 11 legislative proposals and would note that 

prior to my appointment, the Board implemented a number of the grand Jury’s 

recommendations. 

 Finally, you have my assurance that the Board will continue to pursue the strict 

regulation of gaming as mandated under the Gaming Act.  I would be pleased to answer any 

questions that you may have.   

 CHAIRMAN SCHRODER:  Chairman Ryan, before we go to questions, we’re going to 

take care of a housekeeping matter that I neglected at the, I guess in my exuberance to get the 

hearing started and in trying t be on time.   I will ask Carolyn to quickly call the roll of the 

committee.  

(Roll call was taken.) 

 Thank you, Carolyn.  My apologies, Mr. Chairman, for having to interrupt the flow of 

things here.  Thank you for your testimony.  With regards to a couple of the points that you 

raised, first of all I think your idea about seeking the opinion of the Auditor General on the 
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auditing question is a point well taken, and I will ask staff that we prepare a letter to the Auditor 

General to receive his input on this recommendation, and how we might be able to, you know, 

implement it.  Are timelines involved that could cause problems in the implementation as 

drafted?  So, let’s do that immediately after the meeting.   

Your comments, Mr. Chairman, about House Bill 2006, requiring that all the background 

information be included in a report or included in the appendix; I understand where you’re 

coming from on that.  After reviewing the bill, even after it was introduced, I have thought that if 

we were going to go that route, that the bill is in fact, probably incomplete.  It has been my 

thought that if we do that, we should in the process include some sort of follow-up hearing on the 

information, so that the applicant has a chance to have due process, appear before the Board, 

refute any negative information that might be included that they dispute, and then the Board 

could, you know, weigh the weight of the evidence, the veracity of the evidence, and then arrive 

at its own independent conclusion.  If a provision, such as that, were included in that particular 

bill, would you feel better about that proposal?  Would that change your mind at all?  Or, what 

are your thoughts about that?  

 CHAIRMAN RYAN: I think that would help with that provision, Mr. Chairman.  I’m 

still concerned about putting innuendo, rumor in and even if the person is invited to come in to 

dispute it, then the question becomes, is there another hearing or another process where whatever 

information that person provides leads to more investigation?   Who would do that investigation?  

If the Board generates the information and not BIE, what impact will that have?  And I’m also 

concerned about what impact all this has if, in the end, the applicant is denied and takes appeal to 

Commonwealth court; what’s the legal impact upon the court?   So, I would quite honestly, like 

to study that, I’d like to see the language and, perhaps, see if it is language that works in another 
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jurisdiction, and if so, perhaps that would cure the issue.  Beyond that, I couldn’t say very much 

more.   

 CHAIRMAN SCHRODER:  I appreciate that.   I can assure you we will look at your 

concerns and look at other possible, you know, ways to remedy those concerns, you know, 

looking, including looking at the process in other jurisdictions before we would, you know, 

move on that bill, and yourself and the Board will certainly have a chance to take into 

consideration anything new that we might propose in that regard.   

Now, regarding House Bill 2008, and the quasi-judicial nature of the deliberations of the 

Gaming Control Board, I understand, you know, the concept and the need for Board members to 

be able to discuss freely amongst themselves and deliberate as you described it, you know, in a 

fashion that is similar to zoning hearing boards or other type of bodies.  I guess my question is 

this: It has long been a concern of mine, I believe it has long been a concern of the press and 

others, that it appears that so much of what the Gaming Control Board does, you know, is done 

behind closed doors, undercover of Executive Session.  The definition of confidentiality being 

perhaps stretched to its, to include as much as possible, you know, to keep things confident.  

How can we strike the right balance to allow the Board its necessary quasi-judicial deliberation, 

but make sure that truly only those things that would fall under that deliberation and only those 

things that are truly confidential as envisioned in the Act are the only things that are done in 

Executive Session?  In other words, do you have – and I know you’ve not been there for that 

long, we don’t have the benefit yet of multiple meetings and that sort of thing – but do you have 

any recommendations as to how we could at least tighten things up, I guess, for lack of a better 

term?   
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 CHAIRMAN RYAN: Mr. Chairman, I guess, I’m reluctant to try to put any legislative or 

regulatory framework around this particular issue, which I concede is important, because I can’t 

think of one that would fit the innumerable examples of information that may be important to the 

Board and should be discussed in Executive Session.  I fall back on a belief that those of us who 

are chosen to serve on a quasi-judicial board, such as this, have an obligation to make sure that as 

much as we can operate in public, we have an obligation to do so.  And I can only tell you that in 

the brief time I’ve been with my six colleagues, I’ve only had one meeting with them, I see this 

awareness and there comes a point where you have to trust the quality of the people doing the 

work and doing the judging and all I can say in addition, I suppose, is that if you read the Grand 

Jury report, you can come away with the inference that perhaps there were discussions going on 

in private of things that could have been discussions held in public.  All I can tell you is that I am 

committed to make sure that we limit the Executive Sessions and the discussions therein to those 

matters that are truly confidential, truly important to keep out of the public view if we are going 

to get the participation of all the members of the Board and the free and frank exchange which, 

without that, I think the system will fail.   

CHAIRMAN SCHRODER: I appreciate your comments and the only thing that I’ll just 

conclude with saying is that, you know, I would certainly like to have some follow up 

discussions with the, the Board or your, you know, official representative.  On the issues of 

confidentiality, that definition, and what’s, you know, the Board uses included in that, as well as 

the use of Executive Sessions in hopes that we might be able to, perhaps, make some 

improvements for the sake of openness, while I, said striking the right balance there.  So, I thank 

you for that.   
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I’ll close my comments, remarks here, by thanking you for your testimony, and I 

appreciate your endorsement, if you will, of the concept of moving the BIE out of the Gaming 

Control Board.  That’s long been a goal of some members of this committee, and the members 

on my side of the aisle will certainly continue to work to see that we are successful in achieving, 

what I think, is probably the most important public policy objective that was mentioned in this 

Grand Jury report, and, you know, mentioned by previous ones as well.  So, thank you.  At this 

time, I will recognize my colleague, Chairman Youngblood, for questions.   

CHAIRMAN YOUNGBLOOD:  Good morning, Chairman Ryan.  First of all, let me 

congratulate you on your appointment, and we welcome you to the House.  I look forward to 

working with you in the future.  I appreciate your candor on how we can move Pennsylvania 

forward and beyond the implications detailed in this Grand Jury report.  And I also appreciate 

your honesty and how things can be improved to insure that the tax payers are the primary focus 

of the Gaming Act.  So, thank you for being here today.   

Last session, the General Assembly made some critical changes to the state law in Senate 

Bill 711 to address some of the issues we are talking about today.  Some of the changes, and I’ll 

refer to some of the changes, but I’m not going to go through a whole litany of the changes that 

were made, prohibit non-BIE involvement that made lead to limiting the scope of the 

background investigation; prohibiting the BIE from disclosing any portion of a background 

investigation put forth to any board member before final submission;  mandating that the BIE 

Office of Enforcement Counsel prepare the final background investigation report to prevent 

modification before the submission to the Board;  extend the post-employment prohibition for 

Board members to work for a casino from one year to two years, the longest prohibition in any 

state government;  strengthen the prohibitions of outside communication related to any matter 
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before the Board, and reporting requirements of communications that occur;  criminalizing the 

release of confidential information by any current or former Board member or staff.  I think that 

we took the steps in both the House and the Senate to address a lot of the issues that were in the 

Grand Jury report, and hopefully, we can move beyond what the Grand Jury report of 2004, 

because we are currently in 2011, and move ahead for the betterment and the betterment of the 

Commonwealth of Pennsylvania.  Thank you.   

CHAIRMAN SCHRODER:  Before we move on, any response or comments before I call 

the next – ? 

CHAIRMAN RYAN:  If I may, Madam Chairman, the response I have to that, and I am 

aware of the changes that were put in in 2010, and they are, in my opinion, strong provisions and 

the basic underlying reason for those strong provisions is to make it clear to everybody on the 

Board, at BIE and everywhere else who works for the Board, that BIE is a separate entity, and 

that it is independent of the Board.   That theme goes throughout these amendments, I think, and 

I believe that those in BIE and other people who work for the Board understand it that way.  

That’s a concern I have.  Because what we have, as we all know, is a Board that is quasi-judicial; 

we make judicial determinations.  BIE is an instigative entity, and in fact, in the statute we find 

the word “prosecutorial” entity, and in good government as, the way I see it, they should be as 

separated as possible.  Clearly, they are not separated the way the system works now, because 

BIE still is in the employ of the Board; the Board hires, the Board disciplines, the Board could, 

perhaps, terminate members of BIE.  But the reality is that there is this Chinese wall that the law 

and the regulations have erected between the Board and BIE, and it’s stark and it’s clear that 

that’s what everybody wants.  The problem I see is, that prevents the Board from doing its job, 

which is to manage those employees of the Board.  We cannot possibly, in my opinion, 
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effectively manage employees who are considered by themselves and by us and by everybody 

else, a distinct entity from the Board.  So, while the Board has, on paper, some responsibility or 

the BIE has, on paper, some responsibility to the Board, there is in effect no accountability to the 

Board, on behalf of BIE.  BIE, as I see it right now, is unaccountable to anybody.  That, to me, is 

poor management.  You couldn’t have it in the private sector and in government, where all of us 

are supposed to be responsible to the people, that is a real problem, because we have a unit, a 

group out there, basically unresponsible and unaccountable to anyone.  And that’s probably the 

most important reason, besides making sure that we don’t have this melding of roles between the 

judge and the investigator, which is also important, but to me, the most important thing to do is 

make BIE responsible.  If BIE goes into the Office of Attorney General, the Attorney General 

becomes clearly, 100 percent responsible for BIE.  And the Attorney General, the First Deputy 

Attorney General, everybody down the chain of command right to BIE, has the right to know 

everything going on in BIE.  There won’t be any wall of separation.  That’s the way an 

investigative unit working for government should operate.  There would be complete 

accountability to the Attorney General of Pennsylvania, who is accountable to the people of the 

State of Pennsylvania as an elected official.   

CHAIRMAN SCHRODER:   Thank you.  At this time, I will recognize Representative 

Paul Costa.  Representative Costa.  

REPRESENTATIVE COSTA:   Thank you, Chairman.  Chairman Ryan, congratulations 

on your appointment.  I look forward to working with you and good luck.  

CHAIRMAN RYAN:  Thank you.   
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REPRESENTATIVE COSTA:  Actually, I’m asking if you could educate me a little bit 

on how this Grand Jury works.  Thank God I’ve never been in front of a Grand Jury and I hope 

to never be there, so I was hoping that you could help me out.  The Grand Jury was convened by 

the Attorney General’s Office?  

CHAIRMAN RYAN:  It was convened at the request of the Grand Jury convened by the 

court.  Yes.  

REPRESENTATIVE COSTA:  But who oversees a Grand Jury?  

CHAIRMAN RYAN:  A statewide Grand Jury is overseen by the supervising judge, 

who’s appointed by the Supreme Court.   

REPRESENTATIVE COSTA:  Okay, and the members of the Grand Jury, how are they 

picked?  

CHAIRMAN RYAN:  They are selected at random from the community.  I believe it’s 

usually six counties are involved in the selection process, at a time – 

REPRESENTATIVE COSTA:  So – 

CHAIRMAN RYAN:  Throughout the state, but the courts choose at random individuals 

to be prospective jurors, much like a petit jury in a county, which decides guilt in a criminal trial 

or a civil liability in a civil trial.  The Court picks jurors that come to their courthouses and they 

are, through a process that is rather extensive, eventually chosen as Grand Jurors.   

REPRESENTATIVE COSTA:  So, when they do the screening process, are they allowed 

to ask them about gaming questions, to know if they have some kind of background or 

experience?  
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CHAIRMAN RYAN:  Sir, I don’t want to go too deeply into this because there’s a 

secrecy –  

REPRESENTATIVE COSTA:  Okay.   

CHAIRMAN RYAN:  – that wraps around all Grand Juries.  All I can assure you is that 

the same protections to make sure everybody is balanced and can be fair, and understands the 

law and the importance of what the Grand Jury does.  The court goes over that with the 

prospective jurors.   

REPRESENTATIVE COSTA:  What I’m trying to get to is, we sit on the Gaming 

Oversight Committee and we hear a lot of information, sometimes it’s confusing and sometimes 

it actually helps out a lot.  I’m just curious as to how these random people that were picked out 

over the state came up with these suggestions on what needed to be done.  If I sat on a Grand 

Jury and was asked about a specific area that I had no idea about, I don’t understand how they 

could have made these recommendations if they have no background, no knowledge, or have not 

worked in this field.  And then we’re supposed to just follow what they said.  

CHAIRMAN RYAN:  Well, again, without going too far into this, if you read the report, 

you are made aware quite clearly that they heard testimony from individuals who provided 

information.  Now, you didn’t, perhaps, in the report if you read it, hear about every single 

witness who testified, but there are indications that there were more witnesses who testified than 

are named, and it is the information that a Grand Jury obtains from witnesses that forms the basis 

for the report that is always written in any case where the Grand Jury decides it should issue a 

report.   

REPRESENTATIVE COSTA:  And who gets to pick the witnesses?  
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 CHAIRMAN RYAN:  The witnesses, they are picked by the prosecution and by the 

Grand Jury.  The Grand Jury can always say, and we’re speaking generally here, we want to hear 

from Witness X, we want to hear from Witness Y, we want to hear from that person.   

 REPRESENTATIVE COSTA:  Okay.  Well, I appreciate, thank you very much for 

answering our questions.   

 CHAIRMAN SCHRODER:  Thank you, Representative Costa.  I would just point out, as 

I tried to do in my opening remarks, that no one is suggesting that we should just automatically 

follow the Grand Jury’s recommendations.  That’s the point of having this hearing, having a 

deliberative process to, you know, first of all, better educate the members on, you know, what 

we’re dealing with here, and it’ll be in the end the members who’ll decide what, how many, if 

any, of the recommendations that have been drafted in the legislation are, in fact, moved forward 

and are passed.  At this time, I’ll call on my colleague Chairman Paul Clymer.   

 CHAIRMAN CLYMER:  Thank you, Mr. Chairman, and welcome, Chairman Ryan.  I’m 

very pleased to see that you support that the Office of Attorney General take over the 

investigating work.  That is very, very critical.  And I would assume that you would put this as a 

high priority that the General Assembly should move forward with?  We, in the House, have 

already passed a bill and the prime sponsor is here and I’m sure he’s going to have remarks on it, 

but I just wanted to assure everyone that this is a priority; is that correct?  

 CHAIRMAN RYAN:  From my vantage point, Representative, it is, because I will 

confess to you, I’ve been in government as District Attorney, as First Deputy Attorney General 

and for a short period of time, Acting Attorney General, and the one thing I always had was the 

knowledge that the people who work for me are responsible to me.  And if I want to know about 
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what’s going on in my office, then all I have to do is call that person up, and bring that person to 

my office and say, “tell me about this.”  Well, clearly with the procedure we have with the 

Gaming Board and BIE, we don’t have that.  And I can also tell you, in the short time I have 

been in the Offices, I can sense this; it’s palpable. To me, that’s not good government.  I don’t 

like being responsible for people who I can’t go up and talk to and say, “tell me what’s going on 

here.” And I understand I can’t do it.  To me, they are law enforcement, we are judicial, we 

should be in separate entities completely.  

 CHAIRMAN CLYMER:  Thank you.  The role of the State Police; what role do you see 

them playing in the investigative work, in controlling the issue here?  

 CHAIRMAN RYAN:  Well, they presently do investigation, as I understand it, within the 

casinos, and that to me, is sufficient.  I believe, what BIE is doing, should be done completely 

within the Office of Attorney General.  And I’m not going to suggest that that would be easy, to 

switch over to.  I realize it would be complicated, take some time.  But, I think the Office of 

Attorney General would be the best place to do what BIE is doing, and with BIE, the Office of 

Enforcement Counsel, because those attorneys are the ones who make the presentations to the 

Board, to courts, and I think it’s important that they would go also.  Hence, underlying the 

importance of the Attorney General’s office because the Attorney General’s office is a law 

office.   

 CHAIRMAN CLYMER:  Chairman Ryan, the reason I wanted to put the priority, 

because even though there are 11 casinos up and running, there is much work to be done and, 

and that is not only to the remaining casinos who are going to be getting to the remaining 

licenses that have to be issued, but when a casino changes hands, if it’s not a part of a major 
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corporation, would you not want to investigate?  Would that not be the responsibility of the 

Board, to investigate who the new people are coming in, who are taking over, especially if they 

are from out of the United States, from a foreign country, they’re going to have a partial interest 

or they’re going to take controlling interest of a casino?  I mean to me, I would think that that 

would be something that would be very prominent and important for the Board to investigate and 

for you, as Chairman, to understand who these individuals are, what their background is, as they 

come in to take control.  

 CHAIRMAN RYAN:   Well, that’s the important issue here, Representative; it’s not the 

Board’s job to investigate, its BIE’s job to investigate.  It’s the Board’s job to judge.  And I agree 

with you; there are still going to be important issues that have to be vetted.  And I think good 

government is served best if the vetting is done by an agency that is not tied to the Board the way 

BIE is now.   

 REPRESENTATIVE CLYMER:  Yes, then there is the potential for crime to be very 

prevalent within the casino industry.  That is why we need to move forward and the Attorney 

General has to be that independent body.  So, thank you for your testimony, and, that’s just a  

final comment.  

CHAIRMAN RYAN:  Thank you.  

CHAIRMAN SCHRODER:  Thank you, Chairman Clymer.  Representative Stevens.  

REPRESENTATIVE STEVENS:  Thank you, Mr. Chairman.  And thank you, Mr. 

Chairman, congratulations and best of luck with your new position.  Certainly look forward to 

working with you.  I have a specific question as it relates to the Race Horse Development Fund 

and the oversight and accountability thereof, and sort of your, and I don’t know how much 
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you’ve had an opportunity to really look at that Fund and the accountability and oversight of it, 

but it seems to me as though that oversight is fragmented as well, between the Department of 

Agriculture, dealing with the Racing Commission and Harness Racing Commission and then 

obviously the Gaming Control Board with its oversight authority.  Do you have any comments as 

it relates to – and then you have the private enforcement associations who may or may not be 

regulated by anybody or everybody, depending on who you ask – do you have any, any 

comments about that structure and whether that should be looked at further to enhance the 

accountability there in that Fund?  

CHAIRMAN RYAN:  Representative, you’re right, I know a little bit about this in the 

short time I’ve been here.  I think the little bit I know that’s accurate includes the reality that we 

really don’t have that much to do with what happens in this Fund.  The Fund is generated, I 

believe, by statute regulation outside our control.  I also know, however, there are questions 

about, and I think this is what you’re driving to, what’s happening to the money?   

REPRESENTATIVE STEVENS:  Exactly.   

CHAIRMAN RYAN:  And, it may be that the structure has to be tightened up among the 

racing commissions, the Department of Agriculture.  It would seem to me that it would be the 

Legislature that would be the point entity to make sure that’s done.  Now, that’s just my semi-

educated guess, based on about 30 days as Chairman.  

REPRESENTATIVE STEVENS:  Understandable on that.  I look forward to working 

with you and your staff on that issue.  

CHAIRMAN RYAN:  Okay, thank you.   
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CHAIRMAN SCHRODER:  Thank you, I’d just like to gently remind the members that, 

to please stick to the topic at hand, which would be the contents of the Grand Jury report as well 

as the legislation that has been drafted here, on that issue.  At this point, I will recognize 

Representative O’Brien.  

REPRESENTATIVE O’BRIEN:  Thank you, Mr. Chairman.  And good morning, Mr. 

Chairman.  I first want to thank you for bringing Commissioner Sojka with you today.  You 

know, he has always appeared to be a man of great integrity.  And I start there.  And I start there, 

because if no one’s told you, let me be the first.  The Board has a perception of a lack of 

integrity.  The Board has a perception of a culture of collusion.  The Board has a perception that 

the adjudication is written and placed in a desk drawer long before the process is vetted   So, in 

our business, perception is reality.  Tell me what you’re going to do to bring a sense of integrity 

to this Board.   

CHAIRMAN RYAN:  Representative, I’m going to do my job, and that’s all I can do to 

make sure that the law is applied, the law is protected, the regulations are enforced, and I can tell 

you honestly, having had dealings with the other six members of the Board – and none of the 

members of the Board were on the Board during the time that is covered by the Grand Jury 

report – I see nothing but seriousness of purpose among every other member of the Board.  I see 

a complete understanding of what had happened in the past when I talked to all of them, and I 

see a realization that we do have to regain the confidence of the people, the confidence of the 

Legislature, the confidence of the Governor.  And I’m committed to do that, and I am convinced 

that the other six members of the Board are also committed to do that.  I believe there will be 

change; I believe before I got there, there was already change.  But, I am confident that it will 
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continue, and I guarantee you that I’m going to do everything I can to make sure that that 

perception is one that’s changed.  I hope sooner, but certainly, in the not too distant future.  

REPRESENTATIVE O’BRIEN:  So, as you begin your long march to integrity, I’d like 

for you to address, for a moment, the role of ex-officio members of the Board in Executive 

Session.  If you’ll recall, there became quite a pissing match – excuse the expression – between 

the Board and Treasurer McCord about his ability to sit in in an Executive Session.  Could you 

address that, please?  

CHAIRMAN RYAN:  Well, I’ll confess to you that I read about that because, at the time, 

I was working in the Office of Attorney General.  I wasn’t on top of it.  It appeared to me that the 

Treasurer had a legitimate position and that he should be seated.  I understand there was 

litigation, I will confess to you that I’m not sure what the outcome was because at – 

REPRESENTATIVE O’BRIEN:  Fair enough.  

CHAIRMAN RYAN:  -- our first meeting –  

REPRESENTATIVE O’BRIEN:  You’ve got 30 days under your belt.   

CHAIRMAN RYAN:  -- and his designee was there, fully participated, was obviously up 

to speed, was professional, and the only thing I can tell you is at this point, whatever the 

problems were in the past, I think we’ve gotten past them.   

REPRESENTATIVE O’BRIEN:  And one final question, if I may; Grand Juries – is it 

customary for Grand Juries to issue recommendations as this Grand Jury has?   

CHAIRMAN RYAN:  To issue reports, yes, it is customary.  
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REPRESENTATIVE O’BRIEN:  Yes?  

CHAIRMAN RYAN:  The Grand Jury statute allows for it, and while it doesn’t happen 

with every Grand Jury, it happens.  I’ve seen it happen a number of times before.   

REPRESENTATIVE O’BRIEN:  Is it the norm, is it something that happens every once 

in awhile, is it a rarity?  How would you classify it?   

CHAIRMAN RYAN:  Well, I guess, to best answer your question, in the years I’ve been 

in the Office of Attorney General, we do by far the most Grand Juries, it happens every once in a 

while.   

REPRESENTATIVE O’BRIEN:  Alright, sir.  Well, good luck to you, God bless, God 

speed, we look forward to dealing with you in the future.  Thanks.   

CHAIRMAN RYAN:  Thank you.   

CHAIRMAN SCHRODER:  At this point, in the interest of time and keeping our hearing 

moving forward, without falling too far behind, I’m going to dismiss Chairman Ryan, thank him 

for his testimony.  I do know that we had a couple other members interested in asking questions, 

I would suggest if they’re interested that they can submit those questions to the Chair, we will 

submit them to Mr. Ryan, to Chairman Ryan, for his written responses, if that’s okay with you, 

Chairman Ryan?   

CHAIRMAN RYAN:  That’s fine.   

CHAIRMAN SCHRODER:  Okay.  Very good.   

CHAIRMAN RYAN:  Thank you.   
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CHAIRMAN SCHRODER:  At this time, we’d like to call Mr. Michael Epps, who is the 

Senior Regulatory Associate – Associate, excuse me – of the Spectrum Gaming Group.  Mr. 

Epps, welcome, and we look forward to your testimony, and you may begin when you’re ready.   

MR. EPPS:  Okay.  Chairman Schroder, Chairman Youngblood, members of the 

committee, good morning.  My name is Michael Epps and I am Senior Regulatory Associate at 

the Spectrum Gaming Group, LLC, an international gaming and consulting firm located in 

Lynwood, New Jersey, just outside of Atlantic City.  Spectrum Gaming Group, LLC, founded in 

1993, is an independent research and professional services firm, serving public and private sector 

clients worldwide.  Our principals have background in gaming operations, economic analysis, 

law enforcement, due diligence, gaming regulation, compliance, and  journalism. Spectrum is a 

firm that specializes in providing a wide variety of gaming services to our clients, including 

government regulatory agencies, legislative bodies and committees, and casino enterprises.  We 

perform gaming research and analysis, conduct due diligence background investigations of 

casino license and gaming vendor applicants on behalf of several gaming jurisdictions, including 

for example, the states of Maryland, Maine, as well as Puerto Rico, the Saint Lucian government, 

and Singapore.  Spectrum played an instrumental role in the implementation of table games in 

West Virginia and Delaware through the drafting of appropriate legislation and regulations, and 

the development of internal controls for such casino style gaming.  Currently, Spectrum is 

serving in an advisory capacity to the Ohio Casino Control Commission.  Our firm is assisting 

Ohio with the formulation of its gaming regulatory structure and will be conducting the initial 

licensing investigations.   

By way of personal background, I am a licensed attorney in the states of New Jersey and 

Pennsylvania, having been admitted to the bar in New Jersey in 1994 and Pennsylvania in 1995.  
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Prior to my association with Spectrum, I served two terms as a Commissioner with the New 

Jersey Casino Control Commission, between 2002 and 2011.  Prior to my appointment to the 

Casino Control Commission, I was General Counsel to the Atlantic City Board of Education and 

prior to that, I was an associate in two Atlantic City area law firms.  

My association with Spectrum began with the Ohio project.  I am assisting in drafting 

regulations, table of organization recommendations, licensing issues and serving in an advisory 

capacity to the Ohio Casino Control Commission.  The purpose of my testimony here today is to 

offer some observations gleaned from my regulatory experience with respect to the importance 

of developing an effective regulatory structure that best promotes and protects the state’s 

interests in preserving the integrity of the regulatory system.  

We believe that it is critical to establish from the outset, and then continuing on an 

ongoing basis, an overriding commitment to restricting comprehensive regulatory oversight.  In 

this regard, the cornerstone to any effective regulatory apparatus is to establish rigid licensing 

criteria designed to prevent the entry of disreputable and unsavory individuals from participating 

in the lucrative industry.  As a gaming consultant, Spectrum has advised emerging gaming 

jurisdictions regarding the significance of having effective licensing controls.  In this highly 

sensitive industry, with its checkered past, public perception of a clean industry is absolutely 

essential   

I’m most familiar with the regulatory model utilized while I served as Commissioner in 

New Jersey, where the Division of Gaming Enforcement, as the agency duly authorized by 

statute to conduct background investigations, is designated as a law enforcement agency within 

the Office of Attorney General.  In turn, the Casino Control Commission operates as a quasi-
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judicial body, responsible for licensing decisions.  If one were to compare the two agencies to the 

functions of government, the Commission serves roles similar to that of the legislature and the 

judiciary.  The Commission would promulgate rules and then sit in judgment if there was a 

violation.  The Division’s roles were like that of law enforcement and prosecutors.  The Division 

would investigate violations and then bring violations forward to the Commission by way of 

petition.  That regulatory model is predicated on having a dual agency system with separate 

agencies responsible for the licensing and investigative functions respectively.  The 

independence of those two agencies with appropriate checks and balances on each other has been 

the hallmark of the success demonstrated in that jurisdiction through the years – excuse me – in 

ensuring a casino gaming industry that can engender public confidence and trust in the integrity 

of the regulatory process..  

This does not signify, however, that alternative regulatory models cannot be developed 

that would be equally effective.  In fact, New Jersey’s model has been somewhat modified 

recently.  However, there’s considerable merit to having dual independent agencies as a means of 

fostering public confidence and trust.  Transparency in the decision-making process is 

fundamental.  This is more readily accomplished with the separation of investigatory functions 

from the adjudicative functions.  Moreover, it is imperative that those critical licensing decisions 

be made in open session to eliminate even the appearance of impropriety in the decision-making 

process.  In my judgment, it is imperative to provide the investigative staff with the mechanisms 

necessary to carry out their duties and responsibilities as efficiently and effectively as possible.  

This necessarily entails the ability to share critical information with law enforcement authorities 

as background investigations unfold.  Absent this ability, the investigative agencies are 

hamstrung in being able to obtain the essential information on individual applicants, particularly 
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as to relevant intelligence and criminal record data.  It is important to highlight, in considering 

the merits of the proposed legislation, that law enforcement agencies are noticeably unwilling to 

disseminate intelligence information and other sensitive law enforcement information to non-law 

enforcement personnel.  Obviously, this cannot be viewed as the most effective use of resources 

in the conduct of license background investigations.   

With this in mind, in order to maximize the efficiency of the investigative staff, we would 

strongly recommend regulatory systems that impart law enforcement authority to the license 

investigative staff.  Whether this is accomplished through this specific legislation or through 

other means, the salutary objective remains the same, to enable investigators to have unfettered 

access to critical information germane to the findings of suitability.  

Clearly extending authority within the Attorney General’s Office for the conduct of 

license investigations and the appropriate designation as a law enforcement agency would have 

beneficial results in resolving some of the issues that have surfaced in Pennsylvania.  The 

importance of preserving the integrity of casino gambling in Pennsylvania must remain 

paramount in the structure of the regulatory system.   

CHAIRMAN SCHRODER:  Mr. Epps, thank you for your testimony.  Mr. Epps, 

Spectrum Gaming was at one time, I guess, a consultant or was contracted, and I believe it was 

to the Department of Revenue, back in the period before the Gaming Control Board was up and 

running.  And the Grand Jury report, you know, describes some of the events that surrounded 

Spectrum at that time, where Spectrum had made specific recommendations, I guess, for the 

separation of the Bureau of Investigation Enforcement to not be under the Gaming Control 

Board, and at some point, I guess, Spectrum was relieved of their duties in a disagreement over 
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that and perhaps other issues, I’m not sure.  Were you around, were you in Pennsylvania at that 

time, while that was going on or were you in another jurisdiction?  Or, I was just wondering what 

your familiarity –  

MR. EPPS:  I’m not intimately familiar with that process, because at that time I was 

sitting as a Commissioner in New Jersey.   

CHAIRMAN SCHRODER:  Oh, okay.  I understand.  I understand.  Okay.  Chairman 

Youngblood, any questions?  

CHAIRMAN YOUNGBLOOD:  Good morning, Mr. Epps, how are you?  

MR. EPPS:  Fine.  Thank you.   

CHAIRMAN YOUNGBLOOD:  Is New Jersey a due-process state with regards to casino 

licensing?   

MR. EPPS:  Yes.   

CHAIRMAN YOUNGBLOOD:  Thank you.   

CHAIRMAN SCHRODER:   Representative Vulakovich.  

REPRESENTATIVE VULAKOVICH:  Hello, Mr. Epps.  A question; you guys, your 

organization, Spectrum, you advise people on the best practices, right? 

MR. EPPS:  Yes.   

REPRESENTATIVE VULAKOVICH:  That’s basically what you do?  In most cases, 

unless there’s some different setup in the state, would you always recommend that the BIE, of 
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course, I understand you recognize it’s separate from the Board part of it, is it usually the 

Attorney General that you recommend it goes to, as far as BIE?  

MR. EPPS:  Well, generally, I think the approach by Spectrum is, the mechanism that 

best gives the investigatory body law enforcement, it enshrouds them with law enforcement 

ability such that their investigations and their sharing of information can be effectuated such that 

they can do the best investigations possible. A lot of times when they’re independent agencies, 

when they’re not considered law enforcement, other agencies won’t share information with them 

and that makes your investigations more difficult.  

REPRESENTATIVE VULAKOVICH:  Right.  So, it’s almost common sense that you 

would do it that way.  

MR. EPPS:  Yes.   

REPRESENTATIVE VULAKOVICH:  For the best effect.   

MR. EPPS:  It seems most effective.  

REPRESENTATIVE VULAKOVICH:  Yeah.  Now, you’re advising Ohio now?  

MR. EPPS:  Yes.   

REPRESENTATIVE VULAKOVICH:  Okay.  Obviously, you’ve studied some of the 

issues that’s going on in Pennsylvania with the problems that we’ve had, the mistakes made, and 

the corrections we’re, we’re trying to make, so that when you advise other people, you can 

always learn from other people’s mistakes or misgivings.   

MR. EPPS:  Absolutely.   
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REPRESENTATIVE VULAKOVICH:  And, have you at all looked at the 

recommendations or at least the different pieces of legislation we’ve proposed to address these 

issues from the Grand Jury, have you looked at them at all?  

MR. EPPS:  Yes, I have, and I’ve had the opportunity to briefly review some of the 

recommendations that have been made, so –  

REPRESENTAITVE VULAKOVICH:  Okay, in general; do you think the package of 

bills we have would achieve, you know, the mission of making this as transparent and clean as 

we can, to restore that confidence and trust that people have in the gaming industry?   And help, 

you know, the gaming industry in coordination with the Board and the Legislature to make it 

look like we’re doing the right thing, for the right reasons, and doing it the right way? 

MR. EPPS:  Well I would say that a lot of recommendations that have been made and a 

lot of those legislations go in the right direction toward creating that sense of transparency and 

certainly giving the public the confidence and trust that they can have in the Gaming Control 

Board, or the Pennsylvania Gaming Control Board that it needs to have.  This is a tough industry 

and I can tell you form my experience, sitting in New Jersey, the paramount purpose, as you sit 

as a Commissioner, has to be to provide the public confidence that the games are going to be 

played fairly and that people who are participating in the games have a fair chance at 

participating in the games and are not going to be taken, and that the public, who benefits from 

having that legislation, is going to be fairly represented and the revenue that they anticipated 

getting is going to be accurately collected.  So, we make sure that we have a clean and fair 

industry that we regulate and we make sure that the tax collection is done properly and the public 

is provided for.   
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REPRESENTATIVE VULAKOVICH:  Okay, as far as where Pennsylvania is now, and 

after the recommendations of the Grand Jury and with this Legislature now taking up and trying 

to address those points, you would say we’re well into the direction of achieving that mission?   

MR. EPPS:  Well, this much I will say, and we have to be, if you excuse the expression, 

we have to be real about this; in, in the general sense, Pennsylvania gaming is still in its relative 

infancy.  Atlantic City’s 30 plus years down the road.  And there will be bumps in the road, but I 

think that recognizing them early, trying to correct them and being proactive about them was the 

right move for the state of Pennsylvania.   

REPRESENTATIVE VULAKOVICH:  Okay, thank you very much.  Thank you Mr. 

Chairman.  

CHAIRMAN SCHRODER:  Thank you, Representative Vulakovich.  Mr. Epps, as we 

move forward in our review, and, you know, possible upcoming votes of the packages we’ve put 

together, would you or Spectrum be available to offer, you know, commentary, advice, and 

suggestions on, you know, some of the specific, you know, legislation if we feel we need, you 

know, the type of help and expertise that you have from being in so many other jurisdictions 

around the country? 

MR. EPPS:  Yes, I believe we will.  

CHAIRMAN SCHRODER:  Alright, I appreciate that.  Representative Clymer.  

REPRESENTATIVE CLYMER:  Thank you, Mr. Chairman.  And thank you, Mr. Epps, 

for your testimony.  As I put together the testimony from Chairman Ryan and yourself, it seems 

to me, and I’m sure to the other Members, that we have a game plan here, in Pennsylvania, to put 
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the investigation of casinos into the proper law enforcement hands.  Now, we need to move 

forward.  Other states have done it, we have their testimony, it makes sense, and yet, as we sit 

here on this Wednesday, October 5th, our legislation is not moving forward as it should.  And 

that, that’s not your concern, that’s our concern, but I’m just wondering why that we are not able 

to put into place legislation that would do what other states have done, and that’s a question that 

we have to ask to ourselves.  And I know that Chairman Schroder has done an outstanding job in 

trying to move this forward, but that’s part of the Grand Jury investigation.  I just, it’s more of a 

comment, and a kind of a frustration that we are not doing what is the right thing to do, if we’ve 

talked about integrity and honesty within the industry.  Thank you, Mr. Chairman.   

CHAIRMAN SCHRODER:  Thank you, Chairman Clymer.  And as you know, I share 

your frustration on that very point.  We’ll just also point out for clarification’s sake, that this 

body has done its work with regard to that particular issue, and the next step needs to come from 

another section of the Capitol in order to make that a reality.  Are there any other questions for 

Mr. Epps?  Seeing none, Mr. Epps, thank you very much for coming here today and providing 

your testimony; we greatly appreciate it.  

MR. EPPS:  Thank you.   

CHAIRMAN SCHRODER:  Thank you.  At this time, I would recognize and call Mr. 

James Kanavy, I hope I pronounced it correctly.  You can correct me if I didn’t.  Kanavy or 

Kanavy?  

MR. KANAVY:  Kanavy.  
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CHAIRMAN SCHRODER:  Kanavy, okay, thank you.  Mr. Kanavy is a retired 

investigator from the Office of the Inspector General.  Mr. Kanavy, we welcome you, and look 

forward to your comments.   

MR. KANAVY:  Thank you, it’s really an honor to clear out a room I guess, right?  

CHAIRMAN SCHRODER:  Don’t take offense, these things happen as both Members 

and audience have different meetings to go to at different times, it’s one of those unavoidable 

things.   

MR. KANAVY:  I see.  Dear committee members, thank you for inviting me to appear 

before you today to share some of my experiences with the Pennsylvania Gaming Control Board.  

In June of 1973, I started my state law enforcement career as a Special Agent with the 

Pennsylvania Crime Commission.  The Commission was part of the Department of Justice, 

charged with investigating organized criminal activity and political corruption.  The Attorney 

General was appointed by the Governor at that time, and he was the Chairman of the 

Commission.  

CHAIRMAN SCHRODER:  Mr. Epps, excuse me, could you perhaps move your 

microphone just a little closer?  

MR. KANAVY:  Closer, or further? 

CHAIRMAN SCHRODER:  Closer.  I think that’d be helpful.  

MR. KANAVY:  Sorry.  In ’78, the Legislature made the Commission independent of the 

Governor, and created an elected Attorney General.  So, it would also be independent of the 

Attorney General, ostensibly to make it less political.  The idea was to have the Commission as a 
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check and balance on the Attorney General and the Administration.  The Commission’s focus 

remained on organized crime, but political corruption was limited to that influenced or in 

furtherance of organized crime.   

I moved up the ranks and was promoted to the Special Agent-in-Charge of the Northeast 

Central regions.  The Commission worked closely with the U.S. Attorney’s Office, strike forces, 

Pennsylvania State Police, FBI, DEA, IRS, and other law enforcement agencies.  I stayed there 

until the funding ended in June of ’94.  Up until that time, I supervised investigative activities for 

the northeast and central regions, including Pennsylvania Attorney General Ernest Preate, Jr., 

which investigation stemmed from our informant cooperating with the FBI to convict Elmo 

Baldassari of extortion.  Before leaving Federal Prison, Mr. Baldassari told myself and Special 

Agent Paul Spear how he “made Ernie Preate Attorney General.”  This allegation began an 

investigation which was later joined with the U.S. Attorney of the Middle District of 

Pennsylvania and involved the cooperation of IRS and the Pennsylvania State Police.  From July 

of 1994 until 2006, I was employed as an investigator with the Pennsylvania Office of Inspector 

General, retiring as the Investigation Manager of their Northeast region.  Because of this 

background in organized crime and intelligence, and you could add fraud with the Inspector 

General’s Office, I was contacted by an investigator with the Gaming Control Board for 

information on an applicant.  I declined to provide any information and directed him to the 

Pennsylvania Crime Commission files, which were maintained by the Pennsylvania State Police.  

There are several reasons why I declined.  I think you’ve probably heard some of them here 

today.  As a private citizen, I had no protection against retaliation by an applicant.  I had no 

immunity that would protect me legally from anything I may have told the investigator.  The 

Gaming Board included at least one member with ties to the applicant.  Moreover, one of the 
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first investigators hired was the former police chief in the applicant’s hometown.  I ask you, was 

a former small town police chief the most qualified applicant or person to conduct investigations 

of sophisticated organized crime?  In addition, the applicant had been named as the anonymous 

donor who built the police station where this man was the police chief.  The law contained a 

provision limiting a convicted felon from obtaining a license for 15 years.  This applicant had a 

felony, no contest plea conviction, over 15 years prior for a crime involving fraudulent theft of 

federal funds; tax payer money.  The investigators were not law enforcement officers and as such 

ad no access to law enforcement files.  As pointed out by Mr. Epps, they could not even receive 

information obtained from NCIC through a claim machine.  How could they conduct a thorough 

investigation which would require access to intelligence files, Grand Jury testimony, wire taps, et 

cetera, without access?  For these reasons, I had no confidence in the Board’s desire or ability to 

properly investigate an applicant.  In short, the Gaming Commission was designed to fail.  

Subsequently, I was contacted by a Pennsylvania State Trooper, a professional law enforcement 

officer, for information on any organized crime ties of the same applicant.  I directed him again, 

as I did prior, to the Pennsylvania Crime Commission files, and other sources of information.  I 

subsequently testified before a Grand Jury.  This investigation was, as it should be, independent 

of the Casino Gaming Commission Board.   

I would recommend the following changes.  Applicant investigations be conducted by a 

professional law enforcement agency, like the State Police, just as the Legislature in 1978, 

recognized that the investigators should be independent, i.e. the Commission was not part of the 

Office of Attorney General, as evidenced by the Preate case, or it never would have occurred.  

They should separate the investigative function from the administrative function in the Casino 
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Gaming Commission.  This would be along the lines of Representative Vereb’s call for 

regulatory clarity about the role and function of BIE.   

As pointed out by Commissioner Ryan, the legislation to place a wall between the 

Gaming BIE and the Executive Director and the Board is simply not enough.  The flow chart 

shows the direct line, okay?   There, it’s on their website, the promotions, disciplinary actions, 

it’s not a wall; it’s more like a shell, moving it from one place to the other.  You have one 

organization, one mission statement, common goals, and this legislation addresses formal 

communication, but as in any organization, you have informal communication.  They have a 

common budget.  They have a budgeting system that requires them to interact.  Appointments to 

the positions; they’re not merit selection, they’re appointed positions.  All of these afford 

opportunities for influence or misdirection; there’s no clear division.  The Pennsylvania State 

Police Commissioner, while appointed by the Governor, heads a career, one an agency with 

career law enforcement officers selected through a merit system.  The Attorney General is an 

elected position, requiring campaign contributions and contacts in 67 counties.  While many of 

the staff are career professionals, their selection is by appointment.  So, therefore, I would have 

to differ with Mr. Ryan and Mr. Epps, somewhat, I think Epps talked about an independent 

commission in New Jersey, that if I had my choice, I would put it in a professional law 

enforcement agency, with less chance for political influence, because the head doesn’t run in 67 

counties, where the personnel are selected and promoted by merit, not by appointment.  So, my 

first choice would be the Pennsylvania State Police.  Second choice would be the Office of 

Attorney General or an independent new entity.   

So, applicants for a Casino Gaming License should be required to waive all recourse 

against individuals providing information to the investigators unless gross intent to provide false 



39 
 

information to harm them is evident.  So, if they go out to the public and ask for information, the 

public should be protected if they provide it.  If you testify before the Grand Jury, you’re 

protected.  Members of the Casino Gaming Board should have no relationship to any applicant.  

Business or social.  This avoids even the appearance of a conflict and promotes confidence in the 

vetting process.   

I would add to Representative Clymer’s recommendation for diversity that at least one 

member of the Board come from a federal or state organized crime background.  It’s not enough 

to have been an investigator if your experience is not relevant to the mission of the Board.  And, 

lastly, I would eliminate the 15 year limit on a felony conviction and make it any felony 

conviction involving a crime of moral turpitude.  As for the other recommendations, I agree with 

all of them.  Thank you for your time and I’d be happy to answer any questions.   

CHAIRMAN SCHRODER:  Thank you, Mr. Kanavy.  Your, your testimony is very, very 

interesting and thought-provoking.  I appreciate it.  I want to go over a couple areas just more out 

of curiosity than anything on this one.  When you declined to provide information to the 

investigator, I guess, for the Gaming Control Board and directed them to the Crime Commission 

files; do you know if they ever followed up on that?  Did they go that direction and look at that 

information, or do you have no idea as to what happened next?   

MR. KANAVY:  I don’t know, no one ever got back to me as to say the commission 

report, we pulled it out of the files, you know.  I understand they didn’t, but I don’t know that 

they did.  

CHAIRMAN SCHRODER:  I’m sorry, you understand -- 

 MR. KANAVY:  I’m told, or I understand, that they didn’t, but I don’t know that.   
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 CHAIRMAN SCHRODER:  Okay.  Alright.  Just give me one second here.  Okay, you 

mentioned your preference that the investigation enforcement functions be under the State 

Police.  That’s certainly an issue that we, you know, earlier on, went back and forth on, and I 

just, for the record, I mean, if our legislation that’s sitting in the Senate, I would welcome their 

change to amend that to be the State Police as opposed to the Attorney General, if it would get 

the thing moving.  I’m not wedded to one Office or the other, and you know, I would invite 

them, if that would break a log jam – although frankly I don’t think that is what’s causing the log 

jam – but if it would, I would be very happy and very cooperative on that, should the Senate 

decide to take it up and do that.  But you also mentioned, and I was curious about this, that your 

second choice, if you will, would be an independent or new entity?  Did I hear you right, in 

saying that?  And if so, could you expound on that?  

MR. KANAVY:  Well, New Jersey has an independent entity.  It’s not under the 

Attorney General’s Office -- 

CHAIRMAN SCHRODER:  --or their State Police?   

MR. KANAVY:  Or the State Police.  It’s a stand-alone agency.   

CHAIRMAN SCHRODER:  And what is it called, do you know?   

MR. KANAVY:  I think it’s Casino Gaming Investigation Board, or something like that.   

Mr. Epps could probably answer that.   

CHAIRMAN SCHRODER:  Pardon me, not to interrupt, does Mr. Epps have the title of 

that?  

MR. EPPS:  Two agencies in New Jersey, New Jersey Casino Control Commission -- 
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CHAIRMAN SCHRODER:  Right.   

MR. EPPS: – and the Division of Gaming Enforcement.  Division of Gaming 

Enforcement is in the Office of the Attorney General.   

MR. KANAVY:  Okay, thanks.  I stand corrected.  

CHAIRMAN SCHRODER:  Okay.  So, with regards to a separate entity, though, because 

I don’t know if anyone has ever suggested to us anything beyond Attorney General or State 

Police, which is why I’m interested in your concept.  I guess my main question is you discuss the 

necessity of this agency having law enforcement power so that they would have access to certain 

investigative materials, just because I don’t know the answer, is it possible to confer those law 

enforcement powers on a separate or independent agency like that?  Do you know?  

MR. KANAVY:  Sure, I was a state law enforcement officer when I worked for the 

Pennsylvania Crime Commission. 

CHAIRMAN SCHRODER:  Right – for the Crime Commission.   

MR. KANAVY:  With wire chat capabilities, 

CHAIRMAN SCHRODER:  Alright.   

MR. KANAVY:  You just put it in the legislation; they’re law enforcement officers.   

CHAIRMAN SCHRODER:  Okay.   

MR. KANAVY:  Maybe I’m missing something here, but the idea is to restore the 

public’s confidence in the integrity of the system and of the Board.  The Attorney General’s 

Office, while we can’t smear them with past activities, had its own problem.  It’s an elected 
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position.  You have to raise money to get elected.  Who has more money than the casino gaming 

industry?  Not to mean that everyone that runs for election would be compromised by that, but 

you open it up for that.  They have to run statewide, where either a standalone agency or your 

existing State Police would be independent so they would not have to run.  My preference would 

be the State Police over creating a new agency, but that’s the best we can do, then I would do 

that.  The State Police, again, you go through a type of civil service to get hired.  When I was 

hired by the state I was a civil service employee. And that’s how – 

CHAIRMAN SCHRODER:  Was that during your crime commission employment, or 

your Inspector General -- 

MR. KANAVY:  Yes, I was hired – Inspector General, what they do is they hired on just 

reviewing your resume and that, and I was among 37 people who still had furloughed that had 

applied there for positions.  I went from management to entry level in two weeks, but it was – 

and they did have a merit system because if you receive federal funding, you have to have some 

type of a merit selection process.  But it was review of the resume, with an interview process, 

you were rated, you were scored, and even for promotion within the Inspector General, I went 

through promotions that were the same way.  So, you need some type of merit selection process; 

if I can be hired or fired, or if somebody can come in, and then that impacts on my ability to do 

my job.  So, that’s the only reason that my personal preference would be the State Police, and all 

three of us agree it shouldn’t be where it is.  

CHAIRMAN SCHRODER:  You’ve given us a couple, in your recommendations, a 

couple good ideas for possible amendments, such as to Chairman Clymer’s bill to include federal 

or state organized crime investigation background.  We will take that into serious consideration, 
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as we review going forward.  I also, frankly, like your suggestion to eliminate the 15 year limit 

on a felony conviction, you know, I don’t think it ever should’ve been the law, and I do believe it 

should come out.  So, that could also be an idea for future legislation here.  I believe that’s all the 

comments I have.  Chairman Youngblood, any questions or comments?  Any other members of 

the committee?  Mr. Kanavy, thank you very much for your time today.  Thank you for your 

testimony, and if we have any questions, we’ll be following up with you as we move forward.   

MR. KANAVY: Thank you very much.   

CHAIRMAN SCHRODER:  Alright, thank you, sir.  Okay, just by way of 

announcements before we adjourn, our next meeting of the committee will be October 17, 11am.  

That is a Monday, I hope by 11am that members will be able to make it to the Capitol, and we 

will, you know, get the agenda around to the committee and for the public shortly on what those 

bills will be for the committee meeting.  And with that, I thank the members of the committee for 

their attendance, their participation, and those in the audience for your interest as well, and this 

hearing is adjourned.   

(The hearing concluded at 10:30am).  
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