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FISCAL NOTE#1

STATE OF ALASKA BILL NO. CSSB 165 (L&C)
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

Revenue Discussion

This bill would legalize non-banked card rooms in Alaska, with the caveat that "the total number of owner's licenses issued in a municipality
may not exceed the total population of the municipality divided by 30,000". A non-banked card room is one in which players compete against
each other rather than against the house and the house has no stake in the outcome of a game. Texas Hold-Em poker is an example of a
game that might be played in a non-banked card room. Itis not clear if “the most recent federal census information” refers to the Decennial
Census or the most recent estimate by the U.S. Bureau of Census for purposes of determining the number of card rooms allowed. We used
the April 1, 2000 U.S. Census to determine that a maximum of 13 card rooms would be possible under this bill: 8 in Anchorage, 2 in the
Fairbanks North Star Borough, 1 in Juneau, 1 in the Kenai Peninsula Borough and 1 in the Matanuska-Susitna Borough. If we were instead
to use the July 1, 2004 annual estimates of population from the Census Bureau, then 15 card rooms would be possible: 9 in Anchorage, 2 in
the Fairbanks North Star Borough, 1 in Juneau, 1 in the Kenai Peninsula Borough and 2 in the Matanuska-Susitna Borough. We assume the
definition of "municipality” in AS 29.71.800, which includes first-class and home-rule cities and boroughs.

There are three reasons why we did not include a revenue or cost estimate on the front page of this fiscal note. First, the decision to open
and operate a card room is a business decision that will be made by potential licensees. Second, under this bill the department is given
authority to set many rules and regulations that will affect this business decision. The department will set these rules and regulations after
consulting the recommendations made by the advisory board appointed by the governor. Third, the fees imposed on card rooms in different
states and localities vary widely and make comparisons to Alaska difficult. For example, the state of Montana charges a processing fee to
cover the cost of determining whether to issue a license plus $250 for the first table and $500 for each additional table. Washington charges
$3,650 for up to 5 tables and $1,060 per additional table up to a maximum of 15, plus any investigation costs exceeding the license fees. SB
165 imposes an owner's license fee of $25,000 to apply for a five-year license plus an annual $10,000 per table fee. Operators are also
responsible for investigation costs that exceed the portion of the $25,000 fee that is assessed for the investigation, and the department is
authorized to set occupational licensing fees.

Based on several assumptions, we estimate that the maximum of 13 card rooms in Alaska would generate about $2.5 million in fees for the
state in the first year. During years 2-5, we estimate the maximum of 13 card rooms in Alaska would generate $2.1 million in annual fees for
the state. These estimates assume that there will be the maximum of 13 card rooms with an average of 15 tables each (15 is the maximum
allowed in Washington and in California the average is 14.3). All card rooms are assumed to pay their owner's license fees in the first year
and would not transfer ownership over the 5-year license period. These estimates also assume an occupational licensing system similar to
Washington, where annual licenses are $175 initially and $84 for renewals. We assume that Washington's average of 6.7 gaming employees
per table will hold in Alaska and that after the first year, all of the licenses will be renewals. We assume that, like in Washington, all gaming
employees will be covered but non-gaming employees such as bartenders will not require licenses. Of course, a significant variable affecting
revenues is the actual number of tables any individual card room would have. This is difficult to estimate, as in California non-banked card
rooms range from a single table to 243 in the Commerce Casino in Los Angeles with the average being 14.3 tables per card room. One or
more very large card rooms in Alaska could significantly boost revenues. California and Washington are useful comparisons because both
states have data available specifically for non-banked card rooms.

This bill stipulates that card rooms must hold at least one card tournament per quarter with proceeds donated to a nonprofit group. There are
many variables that would help determine tournament proceeds, including the number of card rooms, the number of tables, rules and
regulations adopted by the department, and other factors. In Michigan the average Texas Hold-Em tournament generates $1,099 in profit for
charities, with a $500 per person per day prize limit. Any prize limits in Alaska would be determined by the department and may influence the
profitability of tournaments. In an article in the Boston Globe, card tournament supplier Mike Sheehy estimated that "A well-run tournament
will attract up to 200 players, each of whom pays a $100 entrance fee [...] A tournament of that size can offer pots of $5,000 for the first-place
player and a few thousand for the second and third and still generate $10,000 for the charity after expenses."

Cost Discussion

The costs of implementing this bill are difficult to estimate because we do not know the number nor size of potential card rooms. Given the
assumptions in our revenue discussion, we would anticipate $609,000 in total costs with $532,000 in personnel costs and related
expenditures and $77,000 in RSAs to Public Safety for fingerprint background checks. The personnel costs are for an Investigator |V, four
Investigator IlI's and an Admin Clerk Ill. Based on the experience of other states and our own experience, this staff should be sufficient to
investigate, license and regulate up to 13 card rooms with an average of 15 tables each. Also having two teams of investigators would
ensure that teams could be available during all hours of card room operations (assumed to be 12:00 noon to 2:00 am). If the card rooms are
larger on average than the assumed 15 tables we would require additional staff and resources for investigation and regulation. We did not
include any additional costs that would be incurred by municipalities as a result of this Bill.
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