HOUSE FI NANCE COWM TTEE
April 29, 2005
8:48 A M

CALL TO ORDER

Co- Chair Meyer called the House Finance Conmttee neeting to
order at 8:48:34 AM

VEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Ri chard Foster
Representati ve M ke Hawker
Representative Jim Holm
Representative M ke Kelly
Representative Carl Mses

Representati ve Bruce Weyhrauch

VEMBERS ABSENT

Representative Bill Stoltze, Vice-Chair
Representative Eric Croft
Represent ati ve Reggi e Joul e

ALSO PRESENT

Representati ve Pet e Kot t; M chael O Har e, Staff,
Representative Pete Kott; Brett Fried, Economst, Tax
Division, Departnment of Revenue; Ethan Billings, Snall

Busi ness  Owner/ Qper at or, Juneau; Chip Wagoner, Al aska
Cat holi ¢ Conference, Juneau

PRESENT VI A TELECONFERENCE

Larry Meyers, Deputy Director, Tax Division, Al aska
Departnent of Revenue, Anchorage; WIIliam Pharr, Houston,
Al aska; Robert Hall, Houston, Al aska

SUMVARY

#HB217

HB 217 An Act relating to the determnation of full and
true value of taxable nunicipal property for
pur poses of calculating funding for education and
certain other prograns.

HB 217 was SCHEDULED but not heard.

HB 272 An Act relating to card roons and card operations.
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CS HB 272 (FIN) was reported out of Commttee with
a “no recommendation” and with a new i ndeterm nate
note by the Departnent of Revenue.

#HCR6

HCR 6 Relating to the «continuation of the Al aska
Information Infrastructure Policy Task Force until
the first day of the First Regular Session of the
Twenty-Fifth Alaska State Legislature in January
2007.
HCR 6 was SCHEDULED but not heard.

#

#HB272

HOUSE BI LL NO. 272

An Act relating to card roons and card operations.

8:50: 24 AM

Co-Chair Chenault MOWED to ADOPT work draft #24-LS0916\F
Kurtz, 4/28/05, as the version of the bill before the
Committee. There being NO OBJECTIQN, it was adopted.

M CHAEL O HARE, STAFF, REPRESENTATIVE PETE KOIT, comrented

on the growing popularity of poker. Many networks are
regularly televising tournanents and enjoyi ng sky rocketing
popul arity and revenues. Poker playing is one of the

worl d' s fastest growing forns of entertai nnent.

Men and woman, old and young, from all walks of life, are
joining the poker trend, which shows no signs of slow ng.
Due to that growh in interest, the intent of the
| egislation is to allow social card ganes to be played in a
tightly controlled public environnent.

M. O Hare suggested that Al aska could address the trend and
bring the popular pastinme into conpliance with safety and
revenue |laws of the State. The types of ganes allowed are
non- banki ng card ganmes, ganes where players play against
each other as opposed to banked ganes that the house pays
the wi nners and takes noney fromthe | oser. The ganmes would
be played for tokens or chips and not negoti able currency.

M. OHare listed the ganes included:

. Poker

. Pan Rumy
. Bri dge

. Cri bbage
. Pi nochl e
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A limted nunber of |icenses for card room operations would
be available for nmunicipalities over 30, 000. The |icensee
woul d be required to:

. Pay a non-refundabl e application fee of $25,000 to
t he Departnent of Revenue;

. Post a $500K Cash Bond at |east 60 days in advance
of commencenent of a card room operation;

. Pay an annual fee of $10 thousand dollars for each
card table;

. Be fingerprinted with background checks;

. Pay for all investigative costs incurred over the
initial $25000 application fee;

. Host quarterly tournanments with the gross proceeds

to be distributed to a nonprofit educational
institution or group designated by the owner; and

. The license would be good for 5 years.

M. O Hare added that an individual would not be able to
apply for a license if they were:

. Convi cted of a felony;

. Knowi ngly falsifying the application;

. Currently, a nmanager, owner, director, or
manageri al enpl oyee of an existing operation,;

. Enmpl oyer of any of owner, director, or nmanageri al

enpl oyee of an existing operation.

HB 272 provides for the Departnment of Revenue to strictly
enforce regulations inposed on card room operations while
allowwng card players to enjoy safe, regulated playing
environment of their favorite pastine. Additional ly, it
gives back to the community by creating decent paying jobs,
while supporting nonprofit educational charities, and
renmoving at least 75% of the so-called “after hour” card
r oons.

M. O Hare offered to answer questions of the Commttee

8:54:51 AM

Representative Holm asked why pinochle had not been
included. M. OHare said it was.

REPRESENTATI VE PETE KOIT, SPONSCOR, i ndi cated that he
supports the addition of pinochle, adding that all non-
banki ng areas were intended to be included.

8:56: 35 AM
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Representative Hawker pointed out that the fiscal note
indicated the census basis had not been addressed.
Representative Kott replied that had been taken care of.

8.57:03 AM

ETHAN BI LLI NGS, OWER/ OPERATOR BUSI NESS, JUNEAU, spoke in
support of HB 272. He commented that the bill is past due
and necessary to regulate the “card playing fever” happeni ng
st at ew de. Card ganmes are entertainnment and nore

entertainment is needed not only for local citizens but also
for the tourist that visit the State. He recommended t hat

if the bill does pass, that current |local card ganes
continue to be allowed. M. Billings urged passage of the
bill.

8.58:43 AM

CH P WAGONER, EXECUTI VE Dl RECTOR, ALASKA CATHOLI C
CONFERENCE, JUNEAU, testified against the |egislation, which
he believed woul d be | egalized ganbling.

He stated that the legislation would take the State from
charitable gam ng into a comrercial gam ng enterprise called

“card roons”, operated by the professional ganbl i ng
i ndustry.

M. Wagoner discussed that HB 272 would add to, but not
repl ace, illegal ganbling al ready happening. There has been
no evi dence presented that passage of the bill would lead to
less crime or less illegal ganmbling in Al aska. After

| ooking into the effects that the expansion of ganbling
woul d do, the Voice of the Church strongly opposes the bill

M. Wagoner outlined the reasons for that opposition:

. Some Al askans will be hurt and hurt badly by the
bill.

. The State does not have noney wlling to spend to
fund the necessary prograns to deal with all of
the problens that wll flow out of the expansion

of legalized ganbling.

He maintained that ganbling for sone Al askans woul d becone
an addiction. The National Research Council of the National
Acadeny of Sciences has reviewed over 4,000 references on
the literature on pathol ogi cal and probl em ganbling. That
study concluded that wthin 12 nonths, 1% of the ganblers
woul d be pathol ogi cal and another 2% would becone problem
ganbl ers.

M . Wagoner enphasized that the bill wll increase ganbling
addictions and that ganbling addictions are difficult to
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over cone. He observed that problem ganblers cost society
$715 dollars annually and pathol ogi cal ganblers cost $1, 200
annual | y. Oregon has funded 27 treatnent-clinics for
ganbl i ng probl ens.

M. Wagoner nmmintained that the economc benefit to State
government woul d not conme close to funding the treatnent of
addi cted ganbl ers. Even if the industry paid for itself,
the Legislature should not |ook at economc growh if our
citizens wll be hurt.

9:10: 43 AM

Co- Chair Chenault i1nquired about the studies referenced by
M. Wagoner and if they specifically addressed ganbling or
addi ctions including slot machines and poker. M. Wagoner
responded that the National Conm ssion study dealt with all
formse of ganbling. Some types of ganbling are nore
addi ctive than others. The speed of the gane provides a
good indicator regarding the addictiveness. He warned that
research has shown that speed is inportant to addicting
tenptation to the young. Co-Chair Chenault thought that
card room ganbling was slow noving conpared to machine
ganbl i ng.

9:12: 53 AM

ROBERT HALL, (TESTIFIED VIA TELECONFERENCE), HOUSTON,
ALASKA, voiced concern with the proposed legislation for
ot her reasons. He addressed the inpact the legislation wll

have on other business from the player’s perspective. It
would imt card roons to two. He recommended adjusting the
bill for bars so they are able to have one table as well as

fraternal organizations.

M. Hall pointed out that the |egislation does not provide
the advisory board with any per diem or travel costs. He
did not want to see participation limted on the board. He
noted that he supports the idea but believed that
adj ustnents need to be nade. He noted areas outside of
Anchorage, which would not neet the 30,000 residential
limt.

9:16: 28 AM

WLLIAM PHARR, (TESTIFIED VIA TELECONFERENCE), HOUSTON,
ALASKA, voiced support for |egalized ganbling throughout the
State.

9:16: 58 AM

Representative Weyhrauch inquired if inplenmentation should
be subject to a municipality vote of the people.
Representative Kott responded that could be a policy call.
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He thought that the card roonms should first gain nonmentum
and then by a vote of the people, determ ne whether it stays
or not.

9:18: 30 AM

Representati ve Weyhrauch referenced | anguage on Page 2, the
wagering subject to sales tax. Representative Kott
requested that the Departnent respond to that. He did not
believe they could place a sales tax on a chip.

9:19: 23 AM

Representati ve Wyhrauch expressed concern w th purchasing
chips wth credit. Representative Kott acknow edged that
the bill |anguage was broad and would be controlled by the
Boar d. The Board will determne the rules and regul ations
regardi ng operations and extension of credit.

9: 20: 58 AM

Representative Weyhrauch asked the intent of the |anguage
regardi ng investigating and reinvestigating. Representative
Kott wanted to nake sure that the operations were |egal and
that the Departnent had the authorization to investigate as
| ong as needed.

9:21:43 AM

Representative Wyhrauch referenced |anguage on Page 4,
providing the Departnent the authority to enter into the
card roomto obtain evidence. He asked if that would all ow
the Departnment to go in without a warrant. Represent ati ve
Kott «clarified that the legislation has provided the
Departnent the sole authority to enter a card room under any
suspi ci on.

9:22: 28 AM

Representative Hawker asked about the 30, 000-population
regul ation. He thought that it would restrict the card room
to only a couple of population centers in the State. He
asked why not give every 15,000 residents in the State one
card room Representative Kott replied that the 30,000-

nunber was arbitrary. It was attenpted to determ ne what
popul ati on base could support a card room and that nunber
was developed for operations to be successful. He
continued, the |icensee nust show that it will continue for

five years. He noted that 80% of the tables would need to
be fully occupied for success. The 30, 000- nunber woul d be
established on a trial base.

9:25: 13 AM
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Represent ati ve Hawker understood that the concept underlying
the legislation is that the card room would be
prof essionally managed and hi ghly regul ated. Representative
Kott agreed that was the intent and thought that the
| egi sl ati on woul d provide about a 75% reduction of on-going,
illegal activity in Anchorage al one.

9:26:41 AM

Representative Hol mreferenced | anguage on Page 9, Line 14,
t he non-refundable $25,000 dollar fee needed to obtain a
| i cense. He asked about provisions in the bill that would
provide the | oser applicants, their fee ret ur ned.
Representative Kott explained that if only a certain nunber
of licenses were avail able, he assuned the Board woul d make
regul ations regarding repaynent of that fee. The funds
woul d absol utely be returned.

9:28: 52 AM

Representative Hol m asked who chooses which request becones
t he successful bidder. Representative Kott anticipated that
the board would draft policy procedures regarding the
application process and |icenses. There is not a deadline
i ncluded yet; he guessed that those who take the initiative
woul d be given the first [ ook. He agreed that a tineline
woul d need to be established, which would be the work of the
boar d.

9:31: 37 AM

Representative Hol m warned about a first come, first serve
base and the value of the license with a [imtation. He
t hought that there should be sone sort of nechanism that
nmakes it nore of a lottery system He reiterated his
concern with the process, given the potential anmount of
interest. Representative Kott acknow edged that was a valid
concern. He said that given the requirenents of the |license
fee and bond, there m ght not be too many able to apply.

9:35: 22 AM

Representati ve Weyhrauch MOVED to ADOPT Anmendnent #1. Co-
Chair Meyer OBJECTED.

Representati ve Weyhrauch explained that the anmendnment woul d
add | anguage on Page 6, Line 13, “after attorney” inserting,
“, 1 f any”.

Co-Chair Meyer W THDREW his OBJECTI ON. There being NO
further OBJECTIONS, Anendnent #1 was adopt ed.

9:36:17 AM

House Fi nance Committee 7 04/ 29/ 05 8:48 A M



Representati ve Weyhrauch MOVED to ADOPT Anmendnent #2. Co-
Chair Meyer OBJECTED.

Representati ve Weyhrauch explained that the anmendnment woul d
del ete | anguage on Page 7, Lines 3-4, “on the business day”
and replaces it with “three business days”.

Co-Chair Meyer W THDREW his OBJECTI ON. There being NO
further OBJECTI ON, Anendnent #2 was adopt ed.

9:37:19 AM

Representative Wyhrauch questioned the sales tax issue,
listed on Page 2. He asked where a taxable event would be
listed and how it would help the nmunicipality to obtain any
revenue.

9:38:16 AM

BRETT FRI ED, ECONOM ST, TAX DI VI SI ON, DEPARTMENT OF REVENUE,
was not famliar with municipal ordinance tax but imgined
that the fee paid by each player would be taxed based on the
fee the house charged the pl ayer.

9:39:19 AM

LARRY  MEYERS, (TESTIFIED VIA TELECONFERENCE), DEPUTY
DI RECTOR, TAX DIVISIQON, ALASKA DEPARTMENT OF REVENUE

ANCHORAGE, stated that it would be up to the loca

municipality to determ ne whether or not they wanted to tax
the activity.

Representative Weyhrauch asked if the card room took nopney
in exchange for tokens and chips, could the municipality
rule that was a taxable event. M. Meyers explained that
the municipality has already addressed that in the pull-tab
arena.

9:40:15 AM

Representative Hol msaid that each action would not indicate
a transfer of noney. There would be no earnings nade by
individuals making it a taxable event. He understood it

could be the sane difficultly as using pull-tabs.

9:41: 13 AM

Representative Weyhrauch inquired if pull-tabs were taxed.
Representative Holm replied that they were taxed on the
entire roll and taxed one tinme only. Representati ve
Weyhrauch agreed that nmade sense.

9:41: 31 AM
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Representative Hawker understood that sales taxation of
gamng activities was a specialized area within the whole
body of sales tax policy procedures and that nunicipality
woul d choose a specific exclusion. If a premum were
charged on that service and the nunicipality choose to tax
services, then the service would be subject to taxation. He
concluded it would all fall back into the |local sales tax
realm

Representati ve Wyhrauch pointed out that there is nothing
in the bill, which governs what a municipality, may or may
not do with respect to taxation.

9:43: 22 AM

Co-Chair Meyer suggested that it would be best |eft open.
Representati ve Weyhrauch agreed that was his preference.

9:43: 37 AM

Representative Hol m asked if the bond would be a cash bond.
Representative Kott replied it would be a $500,000 cash
bond. The bond would be held by the State and the State
woul d earn the interest off of it.

9:44: 27 AM

Representative Kelly believed his position would offend the
former speaker. He questioned if a municipality could opt
out. Representative Kott acknow edged they coul d.

Representative Kelly asked if the l|legislation would be of

value to the State. Representative Kott responded that
there are provisions in the bill requiring the State to | ook
at the best proposal. The applicant nust neet a nunber of

the qualifications and criteria.

9:47: 03 AM

Representative Foster MOVED to REPORT CS HB 272 (FIN) out of
Committee wth individual recommendations and wth the
acconpanying indeterm nate note. Representative Kelly
OBJECTED.

CS HB 272 (FIN was reported out of Committee with a “no
recommendation” and with a new indetermnate note by the
Departnent of Revenue.

#

AT EASE: 9:48:52 AM
RECONVENE: 9:50:43 AM
ADJ OURNMENT
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The neeting was adjourned at 9:53 A M
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