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ACTI ON NARRATI VE

TAPE 03-39, SIDE A
"#SB178

SB 178- STATE LOTTERY
SB 186- CHARI TABLE GAM NG ELECTRONI C GAM NG

CHAIR CON BUNDE called the Senate Labor and Commerce Standing
Commttee neeting to order at 11:07 a.m Present were Senators
French, Stevens, Davis and Chair Bunde. He announced that gam ng
issues in Alaska would be discussed and noted that the National
Ganbling Inpact Study Conmmi ssion, authorized by Congress, has
put sonme interesting information together. One fact from the
University of Buffalo said that 82 percent of people ganble and
that it is legal in some formin all states except Hawaii and
Utah. Lotteries exist in 37 states and casinos are legal in nore
than half the states. Lotteries are the nost prevalent form of
ganbl i ng.

CHAIR BUNDE stated that the Econom cs of Ganbling by Professor
Earl Brenner, Departnment of Econom cs, University of Illinois,
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points out some of the downside of ganmbling and its expansion

Hi s data indicates that while 82% of people ganble, about 10% of
ganblers account for 60 — 80% of all wagers and he had sone
concern about the addicted or pathol ogical ganbler on a nation-
wi de basis, which was estinmated to cost $10,000 a vyear per
pat hol ogi cal ganbl er. The study focused on small popul ati ons and
said in a typical county of 100,000 adults, a casino would
create the additional social cost of $12 nmillion annually and a
direct social benefit of $4 mllion.

CHAIR BUNDE noted that gaming is in Alaska currently - from
pul I tabs to nei ghborhood cards ganmes and those are not illegal
as long as the house doesn’t take a cut or charge for their
servi ces.

MS. KELLY HUBER, Staff to Senator Taylor, sponsor of SB 178 and
SB 186, said that SB 178 establishes a state lottery and creates
a corporation rather than a commssion to run it. It would be a
guasi -governnental entity wth a board of directors and an
executive director. She said |ast year they were told there was
potential revenue of $5 - $10 million. SB 186 allows for
el ectronic gamng machines to be added to the current gam ng
statutes, permts automatic gam ng through registered vendors,
establishes a mninum percentage to be paid from the income and
limts the nunber of machines.

She said that the reason Senator Taylor introduced these bills
was to have a starting point for discussions. He did not want
the charities that benefit fromgamng to be hurt.

MR. LARRY MEYERS, Deputy Director, Tax D vision, Departnment of
Revenue, said he oversees the gamng division in Al aska. He
explained that since SB 178 didn't cover specifics, he didn’'t
have revenue projections in the fiscal note. Alaska is unique in
that it’s not contiguous with other states and few people cross
our borders. The population is small and for lotteries to be
successful, they have to rely on nore than just one form
including instant winners so that people can get an immedi ate
reward to keep their interest going.

The corporation created in SB 178 would have to determ ne what
gane would be played and then advertise it in order to be
successful. In that way it is different than nost taxing schenes
run by governnents. This is why it lends itself so well to a
corporate structure.
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SENATOR FRENCH asked if the bill laid out where the percentages
wer e supposed to go in terns of payout and expenses.

MR. MEYERS replied no.
SENATOR FRENCH asked what the payout was in other states.

MR. MEYERS replied that the anmounts vary all over. However, he
has referred to South Dakota for electronic gamng. It has a
simlar population and is relatively new with some of its gam ng
practices. South Dakota projected net income of $6.3 nllion
fromlottery ganes and instant tickets.

SENATOR HOLLI'S FRENCH asked him to explain his estimted incone
of $1.3 mllion for Al aska.

MR. MEYERS replied that were a lot of variables to consider and
$1.3 million was probably in the | ower range.

SENATOR FRENCH said the difference between the lottery and
pul ltabs and video gamng is that in the lottery situation, the
state will create a corporation that wll run it. The state
woul dn’t just condone ganbling, it would actually be pronoting
it to get incone.

CHAI R BUNDE asked what the state’s net was on pulltabs now.

MR. MEYERS replied that gamng in Alaska is predomnantly
pulltabs and bingo. In FY 2001, charitable gam ng generated $350
mllion in gross sales. After prizes of $267 mllion, there was
approximately $84 mnmllion net of which $52 mllion went to
prizes and $30, 700,000 was distributed to the pernitees. Their
research indicates if other forns of gam ng were introduced, the
mar kets woul d be conpeting agai nst each other- depending on how
it is marketed. The best odds or the biggest prize would control
where the dollars are. One state introduced gamng to keep their
residents spending noney in their hone state instead of a
nei ghbori ng state.

CHAI R BUNDE asked how nuch the state got of the $350 mllion
gr oss.

MR. MEYERS replied about $2.5 mllion.

CHAIR BUNDE said he didn't have a noral issue with ganbling, but
with the economcs. “If there's a net gain for the state
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considering the social costs, that’s an inportant part of the
equation....”

SENATOR GARY STEVENS wanted to know where the $350 million gross
went .

MR. MEYERS expl ained that $267.7 mllion goes to prizes, which
| eaves a net of $84 nmillion to cover expenses and distributions
to the permittees. Qut of that $84 million, $52 mllion covers
expenses leaving $30 nmillion to be distributed to the permtees.

CHAIR BUNDE said he assuned that a lottery would require the
sanme kind of payout for it to be successful.

MR. MEYERS agr eed.

CHAIR BUNDE said there is discussion that an Alaska lottery
could be connected to power ball and asked if he had information
t hat woul d encourage or discourage that.

MR. MEYERS responded that 24 out of 37 gamng states have
lotteries. He wasn’'t certain that South Dakota participated, but
he t hought so.

CHAI R BUNDE asked hi m what he thought about SB 186.

MVR. MEYERS replied that the fiscal note outlines their
estimations of what the revenue and expenses would be, but
Al aska doesn’t have any experience in this kind of gamng and
they had to ook at other states. Seven states have electronic
gam ng machines and of those they |ooked at Oregon, Mntana and
South Dakota. No revenues were projected for the first year as
there would be start up costs for conputers and other things
that woul d be needed to run the program In 2010, they projected
the state’s share would be around $15 mllion.

SENATOR FRENCH asked if they had estinated the social costs of
ganbl i ng.

MR. MEYERS replied no.

SENATOR STEVENS asked if municipalities could choose whether or
not they want to participate.

MR. MEYERS replied that there is a current opt out provision in

charitable gamng law for nunicipalities. He added that a
municipality can be a corporation and if they chose to be the
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permttee, they could take 30% plus their 25% and actually take
in 55 percent if they chose to play.

CHAIR BUNDE asked if electronic gamng was nore likely to be
pronoted by the businesses that have the machines or would the
state have to pronote it.

MR. MEYERS replied following South Dakota' s schenme, the state
would not own the machines and the vendors would be actively
promoting. Oregon is the only state that owns the machines
t hensel ves.

CHAI R BUNDE announced that Senator Wagoner arrived at the Kena
LI O

SENATOR FRENCH asked if there was a reason the Departnent of
Revenue didn't mke an estimate of what the social cost of
ganbling is.

MR. MEYERS replied that Health and Social Services normally
handl es those issues.

SENATOR FRENCH asked if M. Myers had read articles about the
soci al cost of ganbling and he replied that he had.

MR. DARWN BIVWER, owner of Darwin’s Theory, an Anchorage bar
said he was involved in the Anchorage charitable gam ng issue as
a nmenber of CHARR He said a problem with a lot of studies on
ganbling is that Internet ganbling is relatively new and it’s
hard to quantify. However, he said the state could help pay for
education and roads with the noney it brings in from ganbling.
He would have to expand his clientele and pronote ganbling as
well. He figured it was a partnership between businesses, the
state and nunicipalities and it had to work efficiently.

MR. BIWAR infornmed them that M. Dennis Jackson, the fornmer head
of the 1ldaho lottery, has two mjor 1issues wth gamng
| egislation. Gaming has to be run |like a business corporation
and it has to have a strict nonitoring and enforcenent structure
in place.

MR.  BIWAR supported those ideas in SB 176 as well as
establishing the education account within the conmssion. He
felt that a class C felony penalty was okay, but penalties for
further offenses needed to be addressed.
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Regarding SB 186, he felt on page 12, line 9, that there could
be a problem with inspections if the <charities owned the
machi nes and contracted with the vendor, because the bill says
that the vendor should pay all of the expenses. He felt that
i ssue should be dealt with by individual contract. Anything over
$600 needed to have a 1099 filed with the IRS and Oregon has a
$600 maxi mum

TAPE 03-39, SIDE B

He rem nded them that no state had ever ganbled their way out of
debt .

MR. GARY SUPERMAN, from Kenai, said he owns an establishnent
that could be affected by this and felt this was a viable
mechani sm for creating a new revenue stream for t he
municipalities. He said while the nunicipality of Kenai was
doing okay now, in the future they were |ooking at deficit
spending, like the state, and were |ooking for ways to augnent
their revenues wi thout going to the general public.

SENATOR FRENCH asked if he saw any downside at all to this
concept, especially the electronic ganbling machi nes (EGV).

MR. SUPERMAN said the only downside he had been exposed to is
that abuse of gamng may increase by 1 — 2 percent. He felt
there was lots of ganbling in Al aska and that the state enabl ed
it to begin with.

SENATOR FRENCH said that a study of 331 ganblers indicated that
machi ne ganbling was the nost problematic form and he felt they
needed to keep that in m nd.

MR. FRANK DAHL, from Anchorage, supported gam ng saying it would
i ncrease revenues for his business and the state. He figured the
state would get as nuch as $50 - $100 mllion nore per year. It
is a good alternative to taxes and using the Permanent D vidend
Fund. He felt there were addiction and crinme issues, but other
states say they don't see any increase in crine and see a very
small problem with addiction. Mst of the crinme issues in
Anchorage had to do with the after-hours gam ng places. Police
have told him there are 17 of those in Anchorage and, if those
were turned into legitimze operations, the result would be |ess
crine. He didn't see a problem with the pulltab people having
EGW in their establishnents as long as they play with the sane
rules. He thought a lot of pulltab operators are concerned about
conpetition.
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He reminded the commttee that gaming is conpletely voluntary
and that churches and other organizations across the state are
the recipients of pulltab permts and they use the noney for a
good cause.

SENATOR FRENCH asked if it could be denonstrated that the soci al
cost of ganbling is higher than the anount of nobney the state
was going to get, why wouldn’'t the state just ook at it just as
a busi ness proposition.

MR. DAHL replied that he thought that would be a good argunent,
but in the states he has | ooked at the opposite is true.

SENATOR FRENCH said that South Dakota went through a period when
they had video ganbling from 1989 - 1994. Then their Suprene
Court said that video ganmbling was unconstitutional and shut it
down. The voters reauthorized it under new |anguage after 14
weeks. During that time the ganbling clinics that dealt wth
probl em ganblers went from having 16 inquiries per nonth and
treating 10 serious <cases to having nothing. Once it was
reaut hori zed, the problem started creeping back again. There
seens to be a tight correlation between video ganbling and
pr obl em ganbl i ng.

MR. DAHL responded that he felt that it was finding the matter
of degree and the right balance in our society.

MR, GREGORY PETERSON, Ketchikan resident, said he has read a | ot
of articles about the problens associated with ganbling and
poi nted out that you have to be 21 to play pulltabs and the 26
operators and 4 MPs do only a small portion of the actual
gam ng. Individual permttees do nost of it. He was very nuch
against video electronic ganes, but asked the comittee to
consider if a bill were passed to give 40 percent of the revenue
to the state and 40 percent to the charities and 15 percent to
the municipalities and 5 percent to the bar owners, he asked if
t hey woul d support that.

He summarized saying that the state and the charities are
benefiting from the current system and he couldn’t understand
why people wanted to change it and take noney away from the
peopl e who are benefiting now

REVEREND M CHAEL KEYS, Al aska Synod of the Evangelical Church of

Anmerica, said that state sponsored ganbling is not a good
solution to the fiscal challenges we face. I|Independent studies
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have indicated there are inpacts that are absolutely devastating
to communities and famlies and that fact has to be taken very
seriously. Wen the state sponsors ganbling, it is violating one
of its prime responsibilities to protect its citizens. The state
of Oregon has docunented big problens with |egalized ganbling
| i ke prostitution, bankruptcy, etc. The province of Alberta also
has a study that shows the problens wth ganbling.

He pointed out that this is really a very wunjust form of
taxation. Studies have proved that poor and |ower wage earners
not only spend nore noney proportionally of their incone, but
nore noney on gamng overall than those who are wealthier. The
reality is that this revenue burden is being put on the people
who are least able to afford it. He felt the legislature should
take sone |eadership on this issue saying that every single
person needed to contribute to the common good. He urged themto
do the research necessary to find out what the social inpacts
really are.

CHAIR BUNDE asked if he would elimnate ganbling that is already
al | oned.

REVEREND KEYS replied that his establishnment doesn’t do those
kinds of activities now and his concern is that the gam ng they
are tal king about woul d be state-sponsored.

REPRESENTATI VE BOB LYNNE asked why poor folks would have |ess
free will than rich folks.

REVEREND KEYS replied that when they target a market whose
dreans and hopes are nore challenged, the state is taking part
of their will away and it’s a fact that advertising influences
people. He felt the state had a responsibility to protect the
common good.

SENATOR FRENCH said he thought the reverend s strongest
objection was that the state shouldn’'t pronote these activities,
but he wanted to know how he felt about electronic gamng
machi nes that the state would sinply be condoni ng.

REVEREND KEYS replied when a business is taxed for its business,
that is one thing, but when you start talking about 30 - 50
percent returns, you are a major player. He felt the state was
trying to ganme its way out of a fiscal crisis, which is
i rresponsi bl e.

CHAI R BUNDE announced a five-m nute break.
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MR. DAVID LAMBERT, from Fairbanks, thought the state would
benefit from allowing operators to sell the lottery tickets,
because sone of the major bingo halls are run under operators.

Concerning SB 186, he knew it was not the intent to expand to
nunerous |ocations and he didn’'t want el ectronic ganes to be put
just anywhere, but he wanted them to consider how current
operators could qualify to have electronic gam ng nachines so
they wouldn’t go out of business. He also thought the prize
limtations should be changed to allow nore non-profits to be
able to participate in electronic gam ng.

TAPE 03-40, SIDE A

CHAI R BUNDE announced that Senator Seekins would be heading a
task force that would further explore pulltabs and the
definition of non-profit charities. He said at this point, that
definition is fairly broad. Senator Seekins will be asking about
the location issue, i.e., whether a charity that is located in
Ket chi kan should be able to have a pulltab operation in
Anchorage. He asked him his opinion of that issue.

MR. LAMBERT replied that he does not like to see non-profit
organi zations from Juneau cone into the Fairbanks area. He noted
that sonme permts are run in Fairbanks are from non-profit
organi zations that are located in rural villages without a |arge
enough popul ati on base to support a pulltab operation.

He also thought that permts should be regionalized. He is an
operator in both Fairbanks and North Pole and he would not run a
Fai rbanks permttee out of the North Pole |ocation, because he
feels that funds raised in North Pole should stay in North Pole
for its non-profits.

CHAIR BUNDE asked M. Lanmbert to share his view with Senator
Seekins. He then called Lynn Reese to testify. Ms. Reese said
she would submt witten testinony. Chair Bunde then called M.
Perry to testify.

MR, JOHN PERRY, representing the Wodshed N ghtclub and
Ri ppi king, an Anchorage operator, told nenbers he has been
involved in alnost every aspect of charitable gamng in Al aska
for 15 years, so he has watched the industry mature and becone
nore honest. He said he is opposed to SB 178, sinply because he
does not believe that state involvenent wll be fiscally and
socially responsi ble. He stated:
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Fiscally, you're tal ki ng about setting up a
corporation that’s going to market Jlotteries and
hopefully make noney. Well, you only have 600 and sone
t housand people in Alaska. How are you going to give
away a mllion dollar prize, which is what it’s going
to take to really generate interest in it? And if

you're gonna give away a mllion dollar prize, are you
going to give it every week? If you give it away every
week, that’s a lot of tickets to sell, you know, just

to break even to pay for the prize, |let alone pay for
all the infrastructure, all the marketing that’s gonna
go on. | think it’s unreasonable to think that that’s
going to be possible.

MR. PERRY said he would hate to see valuable state resources
used to support a white el ephant. He explained that the Wodshed
Ni ghtclub and R ppi king support SB 186, with the exception that
they would like to see operators be able to utilize SB 186. He
said as an operator, Rippiking enploys 3 to 4 people; and when
electronic gamng first comes into a state, pulltab sales
typically drop 50 percent for the first two years. | f
Ri ppiking’s sales dropped 50 percent, it would go out of
busi ness. The video poker would allow it to remain in business
by providing another gam ng activity for their custoners.

MR. PERRY said restricting operators will have a second effect.
It will force people who may want to play video poker to go to a
bar. He noted that many people who go to pulltab stores do not
drink and have no desire to go to a bar. He pointed out that the
m nimum age to enter a pulltab store is 21.

CHAI R BUNDE asked if the mninmumage is 21 to enter a place that
conducts bingo and pul | t abs.

MR. PERRY said nost bingo halls do not allow children because
they are disruptive and the mninum age to play is 19. According
to the statute, such a place is supposed to have a separate area
for the pulltab operation to avoid commngling of the age
groups. He said, in response to the concern about the social
costs of ganbling, a lot of ganbling is going on in Al aska. He
bel i eves video gamng would allow some of that revenue to cone
into the state coffers and wll create additional jobs if
operators are not penalized. He estinmated there mght be 10
machines per bar in 700 or 800 bars and those nachines wll
require maintenance. He said if operators were penalized, the
job situation would renmain about the sane. He said video poker
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machi nes on average generate $95 per day in gross sales per
machi ne. He suggested |owering the nmaxi num prize anount to $500
to prevent a get rich quick nentality while still providing an
activity for people. He said the Wodshed N ghtclub and other
bars in downtown Anchorage would generate nore revenue from
tourists if it had video poker ganes in its bar.

MR. PERRY summarized that it 1is inportant to look at the
economcs of providing this revenue source for non-profit
organi zati ons, vendors, the state and |ocal governnents because
the benefits will far outweigh the social costs that my be
involved. He said allowing video poker wll not solve the
state’s fiscal problens, but it would help.

CHAI R BUNDE said he attended a semnar in Las Vegas in which he
| earned that success in a ganbling venture is dependent on an
influx of out-of-town, out-of-state, out-of-country noney.
O herwi se, dollars fromthe |ocal econonmy are just being traded.
He thanked M. Perry for his testinony and continued taking
public testinony.

M5. MARY MAGNUSON, |egal counsel to the National Association of
Fundrai sing Ticket Mnufacturers (NAFTM, a group of conpanies
that manufacture products for the charitable gam ng industry,
made the following comments about the effects of any kind of
el ectronic gamng on the charitable gam ng nmarket. NAFTM does
an annual report on the status of charity gam ng around the
country and in Canada. She noted that she recently attended a
Nati onal Conference of Legislators from gamng states and
offered her perspective on how the state budget crises have
i npacted charity gam ng. She said that NAFTM has noticed, as it
has gathered statistical data for its report this year, that a
significant nunmber of states have |ooked to expanded gam ng as
an opportunity to raise state revenues. She told legislators
that can sonetinmes be a two-edged sword. NAFTM has tried to
convey that church groups, social service organizations, arts
and cultural groups and civic organizations depend on charity
gami ng as a source of revenue. During the last 10 years, soci al
service organi zations have endured a $35 billion decrease from
the federal governnent. The federal contributions to the arts
organi zati ons have decreased by nearly 45 percent. She said that
according to her norning newspaper, nore than 5,000 people in

M nnesota will no longer be eligible for state sponsored health
care because of their budget problens. They are hoping that
various non-profit agencies will be able to fill the gap.
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M5. MAGNUSON said her point is that many non-profit groups rely
on charitable gam ng for necessary revenues to provide social
services, arts and cultural functions and civic duties and that
expanded ganbling opportunities do have an inpact on charitable
gam ng. She asked comittee nenbers to consider that for
revenues are raised, other revenues will be lost to the non-
profit organizations that are dependent upon them She told
menbers that during the 2003 legislative cycle, 27 states
consi dered expanding gam ng opportunities, nost notably video
and electronic gamng activities in racetracks, bars and
restaurants. Wth the exception of the State of Mine, not one
| egi sl ature passed an expanded ganbling initiative. The piece of
l egislation that was passed by the Mine Legislature was
pronptly vetoed by the Governor. She said legislatures are
obviously concerned about the issue and its inpacts are
measur abl e.

M5. MAGNUSON pointed out that Louisiana’s gamng industry was
thriving until video gamng was introduced in 1992. Since then

the revenues raised from charitable gam ng for non-profit groups
have decreased by 65 percent and continue to decline. NAFTM said
revenues in Nebraska have decreased nearly 43 percent due to
riverboats in lowa. Revenues in Texas have declined by nearly 30

per cent since that state legalized anusenent-style slot
machi nes. She asked nenbers to consider that many non-profit
organi zations will no longer be able to use charity gamng to

raise revenues if they nust conpete with expanded electronic
gam ng opportunities.

CHAIR BUNDE asked if, in Louisiana, the [non-profits] were
unable to use the sane types of ganbling devices as those used
by private interests.

M5. MAGNUSON said they were not. |In Louisiana, [non-profit
organi zations] were limted to conventional Bingo ganmes and
pulltab ganmes at the Bingo games and at the veterans and
fraternal clubs. The video slots were in racetracks, bars and
taverns and at truck stops, where they are very popul ar.

CHAIR BUNDE jested that’s what you do when you don't have
scenery. He thanked Ms. Magnuson and cal |l ed Bernadette Bradley.

MS. BERNADETTE BRADLEY said she would be testifying on her own
behal f. She is the owner of the Bradl ey House in South Anchorage
and is a nenber of the Alaska Cabaret, Hotel, Restaurant and
Retailers Association (referred to as CHARR). She said she does
not believe this legislation will affect the Bingo ganes as they

SENATE L& C COWM TTEE -16- Cct ober 1, 2003



have a very loyal clientele. She told nenbers she would like to
tell them about her experiences with ganbling in Anchorage. Wen
she was in her early 20s, she went to an after hours
establishnment to play the slot nachines. She hit a jackpot, but
the manager pronmptly put an “Qut of Order” sign on the machi ne
and refused to pay her. She said that happens every day in
Anchorage. Moey that is being nmade illegally is being taken
from citizens. She said people wonder why there are so nany
after-hours places in Anchorage. The Anchorage Police Departnent
believes that 1is because prosecution is expensive and tine
consunm ng and whenever one place closes, another imediately
opens.

M5. BRADLEY said that she and her nother visit Las Vegas two or
three tines per year. She was told that Alaska A rlines has
reported that 80,000 Alaskans fly to Las Vegas each year so a
lot of noney is leaving the state to ganble in Nevada. She said
if this legislation passes, she wll play the video poker
machi nes.

MR. LARRY HACKENM LLER, a Fairbanks bar owner and a nenber of
CHARR, said he supports SB 186. The proposal to create a gam ng
comm ssion is a wise nove. If a conmssion is established, then
any future expansions and deliberations wll fall wunder its
realm and it would have the facts, which would nake decision
maki ng easier. However, he does not want the issue of creating a
comm ssion to hold up the bill. He said electronic gamng is
already a proven technol ogy. The security features are
unsur passed. The reporting requirenents are the best thing that
could happen to charities. R ght now, nmany charities have
volunteers doing their paperwork. They enjoy the funding from
pul I tabs, but voluntary staff sonetine |eopardizes permts
because they do not know how to deal with the red tape and
paperwork required. The state could easily get the information
it needs instantly. He said that no NSF checks are involved wth
el ectronic gamng. The electronic transfers are inmediate.
Governnment agencies do not have to fill out paperwork. If the
vendor does not get the noney in the right account, the machines
shut down and the vendor would have to justify why the funds
wer e not paid.

MR. HACKENM LLER said the bottom line is the amount of noney
will be determned by the degree of participation by fellow
comunity menbers. If a community is not into ganbling, it wll
not nmake a lot of nobney. He suggested including a provision in
the bill to allow nmunicipalities to restrict permts to |ocal
organi zations. He does not feel that is an issue the state
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should be involved in. He said he questions what the term
“poverty level” neans anynore but if the state is worried that
people will spend their welfare checks on el ectronic gam ng, one
way to solve the problemis to give them no nore noney. He said
that apparently the state has a lot of “ganmboholic” prograns
that are abused. He said many of the [social] problens have
already been identified and addressed by other states. He
admtted that electronic gaming will result in a decrease in
pulltab sales and the ticket manufacturers are concerned not
because of the decrease of revenue to charities, but because the
manuf acturers wll be losing revenue. He said although the
pulltab business will be directly inpacted, pulltabs will stil
have their place in Al aska.

MR. HACKENM LLER said this bill is set up so that the vendor
woul d be a bar. Package stores, operators or Bingo Halls are not
i ncluded. The bill also would allow him as a bar owner, to have

10 video gam ng machi nes, but each permttee can have a nmaxi num
of five machines. He expressed concern about Section g on page
12, which says, “The contract between the vendor and permttee

must contain allocations that perm t al | the costs of
purchasing, leasing, operating and nonitoring the electronic
gam ng machines to the vendor.” Because, if he didn't own or

| ease the machines, he didn't know why he would be responsible
for the costs of purchasing, operating and nonitoring. He noted
that he is the one who has to have the liquor |icense; he also
has to have the cash available for the paynent of it and is
obliged to make sure the funds are deposited in the electronic
gam ng account.

SENATOR FRENCH asked if he thought the state should be able to
limt the anmount of nobney a person can ganble away on a machi ne
in any given day.

MR. HACKENM LLER replied no.

CHAIR BUNDE asked if he knew of firewalls or sonething that
woul d prevent a hacker from nessing with conputer central of a
vi deo gaming process in a state.

MR. HACKENM LLER replied that G Tech is one of the groups that
has the information on a central conputer and they have security
necessary to prevent this type of thing.

REVEREND DENNI S HOLOMY, United Methodi st Church, said he sees

his anti ganbling stance as one of conpassion. Legalized
ganbling has a downside particularly anong the poor who can
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| east afford it. “Those who suffer from addiction to ganbling
will eventually cone back to the state for aid for thenselves
and for their famlies.”

REVEREND HOLOWAY said that the state will not have funds to dea
with such individuals and will outsource them and their needs to
the faith based communities, because they are people of
conpassion and can't turn their backs on them This is the
begi nning of a dehumani zing cycle that could be stopped by not
passing this legislation. He said if his son or daughter was
caught in this cycle, it would not be just a small negative
downside - quite the contrary.

CHAI R BUNDE asked him if he thought existing ganbling should be
cur bed.

REVENEREND HOLOWMY replied that his denomnation is opposing
addi ng on other elenents of ganbling.

REPRESENTATI VE LYNN asked what his position was on the issue of
free wll.

REVEREND HOLOWAY responded that free will was nore of a clear
issue for people who are mddle class on up. People who have
| ess incone often represent mnority groups where all kinds of
issues are tied in wth race.

REPRESENTATI VE LYNN asked if he was saying that free wll was
relative.

REVEREND HOLOWMAY replied that as a white person he is still
trying to understand what it nmeans to have white privilege in a
raci st society. “I think for many ethnic mnorities, they don't
have the sane choices that we have in our society.”

They don’t have equal access to sone jobs, for instance, because
they are not white.

MR, TOM GREY, Executive Director, National Coalition Against
Ganbl i ng Expansion, said he was surprised that the task force
had no know edge of the National Ganbling Inpact Study that was
commi ssi oned by Congress to extend over the course of two years.
Five mllion dollars was spent exam ning the rapid expansion of
ganbling in the Lower 48. The report says that of all the forns
of ganbling, convenience ganbling has the |east anount of
econom ¢ benefit and the nost social inpact and cost. It advises
states to not do it. O the nine comm ssioners, four of them
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were fromthe ganbling industry. Twenty-five states have already
said no to ganbling expansion; 19 have said no to putting slot
machi nes at race tracks; six states have said no to expanding
casinos and five had said no to putting a lottery in. He felt
that they have realized the social cost.

TAPE 03-40, SIDE B

MR. GREY said the people of South Dakota put the question of
removing them on the ballot and the governor said if they were
renoved, they would have the highest tax increase in their
history, as 14 percent of their budget was based on their
income. Gven that, 52 percent voted to keep it, but 48 percent
voted to renove them He felt that 48 percent was a persuasive
per cent age.

MR. JERRY LEWS, Al aska Bingo Supply, said he had been involved
in gamng all of his professional |ife. He has heard and
believes that SB 186 would elimnate pulltabs and replace them
with slot machines. He didn't know if they would bring in any
nore noney, but that we should learn from other peoples’
m st akes. South Dakota tried Ilimted stakes gamng and
|lotteries, which didn't work; Nevada is petrified to put in any
charitabl e gam ng; however, Colorado has a very strong limted
stakes historical gamng and is a very good exanple. The first
year that it opened there $17 mllion was generated for the
state and last year $90 mllion was generated. It could easily
generate $10 - $20 mllion for the state and |eave the
charitable gam ng industry to prosper on its owmn the way it is.

MR. LEWS suggested taking three Colorado cities that are close
to a popul ation base, |like Wittier, and two close to Juneau and
one close to Fairbanks and approve limted stakes ganbling, and
see what happens.

In Colorado, the industry is heavily regulated and there has
been no corruption. Licenses are very expensive and you don’'t
get one if you have a background. The Historic Action Conmttee
determ nes how the buildings are built, how the parking lots are
| aid out and seeks to maintain the history of the three towns of
Cripple Creek, Black Hawk and Central City. He felt that the
pulltab industry would be enhanced with el ectronic ganbling. He
didn't feel that SB 186 would affect the bingo halls that nuch,
but he thought the others would have to change.

CHAIR BUNDE said he had been to the casino in Black Hawk and
asked what he neant by |imted stakes.
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MR LEWS replied that it limts the ganes that can be played
and has a $5 maxi num bet. Black jack, poker and slot machines
are the only ganes that can be played in Col orado.

CHAIR BUNDE asked if alcohol was available at no cost like in
Las Vegas.

MR. LEWS replied that is up to the casino. He added that the
inpaired laws in Colorado are very strict. If you are inpaired
in any way, you can’'t ganble and casinos close at 2:00 a. m

SENATOR FRENCH asked how nmuch a person could play at bingo in a
ni ght.

MR LEWS replied that he had no idea, but there are severa
riverboats, for instance, that have limted the anount of |oss
possible in a certain day. H's experience is that that doesn’t
work very well and there are ways around it.

CHAI R BUNDE t hanked him for access to his information.

MR. JEFF HARMEN, Juneau, said SB 186 was introduced to create
revenue for the State of Al aska, but he felt that concept should
be clarified, because charities will be affected greatly. He was
al so concerned that expanding electronic gamng would kil
pulltabs. He is not against gamng nachines and felt that they
solve a lot of problens that pulltabs have, but he is opposed to
the way the noney is split up.

Currently CHARR owners are going to get $2 for every $1 that the
charity gets. That concerns him because that is where the
bi ggest share of the nobney is going. The government receives 35
percent versus the charities’ 30 percent cut and that concerns
him also, because the charities will take the biggest hit on
this. He felt the charities do a better job with the dollar than
the governnent can as far as supporting the people that actually
need the noney.

CHAI R BUNDE recessed the neeting until 3:00 p. m

MR. DAVI D SANDEN, MWP Manager for several businesses in Juneau,
said he would concentrate on the nunbers and felt that the
fiscal note was in the ballpark. In the first year, SB 186 is
projected to bring in no revenue, which attests to the nassive
costs of start-up. However, it would be interesting to know how
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many of those dollars would stay in-state and what interests
woul d actually consune all the revenue during the first year.

It is also projected that there will be $1.1 billion of gross
wagers. There are 410,000 residents in Al aska over the age of 21
and that would be the equivalent to $2,682 per resident spent on
gam ng each year. He explained that gaming is a concentrated
vice with only a mnority of the population participating. He
cormented that when taxation is shifted from any one group to
anot her, whether it is a vice or not, it’s interesting.

MR. SANDEN, Hi dden Treasures in Juneau, pointed out that when
you conpare the $1.1 billion fiscal note in SB 186 with what is
actually being spent on pulltabs in the state, you find that

those nunbers nean that electronic gamng wll attract new
people to ganbling in the state of Alaska. Currently, pulltabs,
unlike electronic gamng, incur a physical limtation on how
much noney an individual can spend. Wth electronic gamng the
physical limtation disappears because it’'s nmuch nore efficient
and a nore attractive form of ganbling. That draws nore people
into the denographics of that ganbling pool. “Mike no m stake
about it, you will bring new faces into the ganbling arena in

the state of Al aska....”

He personally has stopped four people from ganbling because of
their ganbling addiction. Electronic ganbling wll increase
t hose nunbers.

By 2010, the Departnent of Revenue is predicting $15 mllion for
the state, which he thought was accurate. Early |ast session, he
proposed a 20 percent ideal net tax split 50/50 with the
muni cipalities and state based on where the gamng revenue is
rai sed. That woul d have raised $15 mllion as well.

MR. SANDEN said that the only way to bring nore non-profits into
gaming is for a pernmittee to neet their cap and then another one
could step in. Wth electronic gamng there are no limts
what soever to the activity any one permttee is allowed to
partake in. Market forces would dictate that they concentrate.

CHAI R BUNDE asked himto send themhis witten testinony.
MR. SANDEN concluded by pointing out that it would be hard to
limt gamng to people 21 years old, because mnors can go in a

bar acconpanied by their parents. He summarized a concept in a
research paper on gam ng:

SENATE L& C COWM TTEE -22- Cct ober 1, 2003



I’d like to expound on two general issues before
finally concluding. The first of these relations is
the role of ganmbling in any economc system It is a
transfer item This neans that noney is nerely
transferred from one individual to another. There is
no creation of wealth or consumer goods. The pie has
not been enlarged. As economc professors like to
illustrate, such problem with the United States is
that we are not creating enough wealth...

MR.  JOHN REGAN, Anchorage resident, said he thought the
| egislation was slanted. He wanted to know why EGVs would be
allowed only in bars; and, if you want to raise noney, why
prohi bit them anywhere? He wanted to know if gam ng noney could
be used to purchase them as very few non-profits have excess
noney they can purchase the nmachines with and doing that would
be taking noney away from where it needs to go. He asked why the
state should have to offer a vendor 30 percent to install an EGM
when the gane should be the drawing card. He also asked why
charitable gam ng was established in the first place. He thought
it was supposed to be peopl e hel ping others than thensel ves.

CHAI R BUNDE rem nded everyone that the commttee does not intend
to take any action on these bills, but is here to gather
i nformation.

M5. RHONDA HOTEFI, Oregonians For Ganbling Awareness, said she
runs this organization after her brother who commtted suicide
due to his ganbling addiction. She said that people who have
|l ost their jobs are being asked to ganble nore so the state can
work on their budget deficit that they are not able to control
Their video gam ng machines have added nore problens, which
resulted in |less noney for their state overall.

TAPE 03-41, SIDE A

MR. ALEX FLYUM Elks 2127, said he is in favor of the gam ng
machi nes, because they are always swanped with requests for nore
noney for things |ike scholarships or organizations that help
people with drug problens and others. He said they have a gam ng
permt fromthe state and use pulltabs now.

MR. TED BROWN, Anchorage resident, said he is a salesman for a
di stribution conmpany that sells pulltabs. He rem nded them that
the permttee is the charity and if they are supposed to be
getting helped out, why are they the ones who have to spend
mllions of dollars on the video gane machines. He thought the
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bar-owners who are nenbers of CHARR are the ones who woul d make
nost of the noney. He asked them to find out what the socia
cost would be from other states so they know what they are
wal ki ng into.

He estimated that out of 100 pulltabs, a person would get about
80 back to rip again on the sane dollars; you can play the sane
noney over and over and that is the physical limtation. A
person could take all day to play $1,000, but it may generate
$10,000 in sales. A person could go through $1,000 on a machi ne
in a half-hour with no problemat all and there is no limt.

MR. BROWN expl ained that even though a charity is a permttee,
they cannot be self-directed and the machines would have to be
only in places where there are people 21 years and older.
However, any child in Al aska can go into a bar acconpanied by a
parent. The state won't |et him have electronic pulltab gam ng
di spensers even if they are behind a bar and the bartender is
adm nistering it. Every pulltab in the state is adm nistered by
a human being who is |ooking at another human being and neking
sure he is 21 years old, for instance. “A machine, you walk up
to like a pack of cigarettes and | hope you re 21 - hope you're
18. Pull the handle, poke the button, put the noney in....”

He hoped the noney that’s generated would help a |lot of people
who need it. However, already 1.5 percent of ganblers have a
potential addiction problem or are already addicted. That’'s
roughly 10,000 people in Alaska. So, if a report says that video
gamng adds only another 1.5 percent, that’'s approximtely
18,000 people - who are over 21 years old and potentially heads
of households. If there are two kids in each household, that
affects 60,000 human beings in the state of Al aska. Then they
are talking about treatnment centers, bankruptcies, divorce and
donestic viol ence because the state wanted to get $15 mlli on.

MR MKE LOVAN, Wasilla Bar, supported SB 186 because the
revenue would help close the fiscal gap and nore revenue would
be generated for charities and |ocal governnments, which
eventually works its way back into the econony. He also wanted
to avoid additional taxes for as |ong as possible.

He did not see anything in the bill that set aside noney for
those who cope with a ganbling addiction, which was addressed in
another bill. He felt that the state should receive a higher

percentage of revenue than 15 percent when the nmachine is in a
municipality, since they are the ones who going to put up all
the noney to develop the program He suggested using |anguage
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saying that the nachines had to be in a specific area where
people had to be 21 years or older to be there.

MS. LOUI SE STUTES, Kodiak CHARR, said she is a beverage |license
hol der in Kodiak, as well as a vendor for pulltabs. She thought
this was a wonderful way to increase revenue for everybody
involved. “Kodiak and all the license holders in Kodiak are
greatly in favor of the electronic gam ng machi nes.”

CHAIR BUNDE asked her if she thought there was a difference
between a charity and a non-profit.

MS. STUTES replied that there wasn’t. It was the term nol ogy
that she is used to using.

MR. ROBERT GREGCRY, Crazy Horse Sal oon, said that they have only
one pulltab jar — only one charity they are benefiting now Wth
el ectroni c gam ng machi nes they would be able to have as nmany as
five charities they could help. Even though they are not a
panacea, they could facilitate nore drug treatnent facilities or
what ever .

SENATOR FRENCH asked why they have just one pulltab jar right
Now.

MR. GREGORY replied that they only sponsor one charity at a tinme
so they can nonitor the situation and keep it under control and
there is a question of space. Also, the establishnent owner is
paying for the upkeep, electricity, mnaintenance and security.
Electronic gamng is all self-contained and the overhead woul d
be hi gher than wth pulltabs.

4: 00 - CHAI R BUNDE announced at 10-ni nute break.

MR. TIM SM TH, None Fi sherman Associ ation, said he had testified
before a nunber of conmittees on electronic gamng in the past.
He noted that whenever they talk about electronic gam ng, they
never hear any opposition fromthe people who will be paying the
taxes and that doesn’'t happen often with a revenue bill. The
opposition conmes from three sources: people who would never use
the machi nes thensel ves, but are driven to protect other people
from meking decisions on how to spend their own noney;
pr of essi onal canpaigners usually from out-of-state working for
organi zations who are trying to reduce ganbling in general and
permttees and peopl e who support charitabl e gam ng.
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MR SMTH did not think the state should tell people how to
spend their noney. Mst of the talk about addiction is
m sguided. He did not think that he should be prevented from
ganbling on either the stock market or gamng. He felt that new
opportunities would be created with electronic gam ng and that
pulltabs would not go away conpletely. He also felt that
revenues would increase dramatically if electronic gamng were
aut horized; in Oregon they tripled.

CHAIR BUNDE asked if he saw a conflict in running both pulltabs
and el ectroni c gam ng.

MR SMTH replied that he didn't see a problem

CHAI R BUNDE announced a recess and called the neeting back to
order at 5:15 p.m

MR. RANDY RUEDRI CH, Republican Party of Alaska, read a short
resolution into the record as foll ows:

Whereas the Republican Party of Alaska supports the
financial integrity of the famly; and,

Wereas the Republican Party of Alaska supports
bol stering t he | ocal and state econoni es by
encouragi ng the work ethic; and,

Whereas casinos and other forns of ganbling adversely
affect both the famly and the poor in our state; now,
Therefore be it resolved that Republican Party of
Al aska does not support the expansion of ganbling in
the state including video poker or slot machines -
adopted May 31, 2003 by the Central Committee of the
Republican Party in Honer, Al aska.

He explained that the Central Conmttee discussed the concept of
lotteries, video poker and slot machines and there was
substantial effort to divide those issues. It was felt that
lotteries were a different endeavor and narrowed the opposition
to the specific video poker and slot machine type processes
rat her than the nore generalized lottery activities.

CHAIR BUNDE noted that there was testinobny in opposition to
lotteries because it takes a significant investnent of state
time and noney to pronote them It would necessitate the state
taking far nore ownership of the lottery than it would for video
poker, for instance. States that have successful lotteries don’t
have a just one form of lottery; they have sone groups that are
i nstant payoffs and others that are periodic.
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SENATOR STEVENS said sone people’s wunderlying concern is
addi cti on.

MR. RUEDRICH said that was the underlying thenme as sone people
had seen famly nmenbers or others who were close to them becone
totally overwhel med by the ganbling process.

MR. DON MCKEE, Fairbanks Two Rivers Gange, said they have
pulltabs in three different |locations and this is one of their
ways of raising funds for a playground and other charitable
projects. But he understands that the bills cut the funding the
charitabl e organi zations will get.

CHAIR BUNDE rem nded himthat these bills are just a vehicle for
the legislature to consider in their deliberations on what to do
wi th ganbling in Al aska.

MR. MCKEE said further that he did not favor slot machines and
el ectronic devices. Pulltabs was as far as he wanted to go.

CHAI R BUNDE thanked everyone for the testinony and said there
would be further opportunity to testify on these issues in
Juneau.

#

CHAI R BUNDE adj ourned the neeting at 5:55 p.m
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