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SUBJECT: Section-by-Section Summary of SB 273,
An Act authorizing gambling enterprises

TO: Senator Bettye Fahrenkamp

FROM: George Utermohle j f y U
Legislative Counsel

Th is  memorandum i s  a s e c t i o n - b y - s e c t i o n  summary o f  SB 273 as  
r e q u e s t e d  by Tom Moyer o f  you r  s t a f f .
A s e c t i o n - b y - s e c t i o n  summarv o f  a b i l l  s h o u ld  n o t  be 
c o n s i d e r e d  an a u t h o r i t a t i v e  i n t e r p r e t a t i o n  o f  t h e  b i l l .  The 
b i l l  i t s e l f  i s  t h e  b e s t  s t a t em e n t  o f  i t s  c o n t e n t s .
S e c t i o n  1 o f  t h e  b i l l  s t a t e s  t h e  p o l i c y  wh ich  t h e  
L e g i s l a t u r e  s e e k s  t o  implemen t by e n a c t i n g  t h i s  b i l l .
S e c t i o n  2 o f  t h e  b i l l  amends AS 05 by a d d in g  a new c h a p t e r .

CHAPTER 16. LEGALIZED GAMBLING.
Sec .  05 .16 .010  e s t a b l i s h e s  t h e  c o n d i t i o n s  u n d e r  wh ich  

g amb l ing  i s  p e rm i t t e d .
A p e r s o n  und e r  21 y e a r s  o f  age may n o t  gamb le .  Only 

c a r d  and d i c e  games and numbers w h ee l s  a r e  p e r m i t t e d .  A 
p e r s o n  who o p e r a t e s  a gamb l ing  e n t e r p r i s e ,  o r  an employee o f  
a g amb l ing  e n t e r p r i s e  may n o t  e x t e n d  c r e d i t  t o  a p a t r o n  o f  a 
g amb l ing  e n t e r p r i s e .  A p e r s o n  may n o t  r e c e i v e  a p e rm i t  t o  
o p e r a t e  a g amb l ing  e n t e r p r i s e  o r  be employed by a gamb l ing  
e n t e r p r i s e  i f  t h e  p e r s o n  h a s  b een  c o n v i c t e d  o f  a s t a t e  o r  
f e d e r a l  f e l o n y  o r  gamb l ing  o f f e n s e .  Only a p e r s o n  who has  
com p le te d  c l a s s e s  on g amb l ing  a t  a s c h o o l  i n  a s t a t e  where 
g amb l ing  i s  l e g a l  may be employed by a g amb l ing  e n t e r p r i s e .  
An employee o f  a gamb l ing  e n t e r p r i s e  may n o t  gamble w h i l e  on 
d u ty  f o r  t h e  gamb l ing  e n t e r p r i s e .
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W ith in  m u n i c i p a l i t i e s ,  t h e  m u n i c i p a l  gove rnmen t  r e g u l a t e s  
g amb l ing  e n t e r p r i s e s .  O u t s i d e  o f  m u n i c i p a l i t i e s ,  t h e  
D epa r tm en t  o f  Revenue r e g u l a t e s  g amb l ing  e n t e r p r i s e s .

Sec .  05 .1 6 .020  a u t h o r i z e s  t h e  D epa r tm en t  o f  Revenue to  
r e g u l a t e  g amb l ing  e n t e r p r i s e s  o u t s i d e  o f  m u n i c i p a l i t i e s ,  on 
s t a t e  f e r r i e s ,  and on t o u r  s h i p s .  Gambling may be condu c te d  
a t  t h e  p l a c e  and u n d e r  t h e  t e rm s  e s t a b l i s h e d  i n  t h e  l i c e n s e .
M u n i c i p a l i t i e s  w i t h i n  10 m i l e s  o f  t h e  l o c a t i o n  o f  a p ro po se d  
g amb l ing  e n t e r p r i s e  and law e n fo r c em en t  a g e n c i e s  musf* 
r e c e i v e  n o t i c e  o f  and may comment on a p p l i c a t i o n s  f o r  a 
l i c e n s e  f o r  a gamb l ing  e n t e r p r i s e .  P u b l i c  h e a r i n g s  must be 
h e l d  i n  t h e  v i c i n i t y  o f  t h e  p r o p o s e d  g amb l ing  e n t e r p r i s e  
b e f o r e  t h e  l i c e n s e  i s  i s s u e d .  The d e p a r tm e n t  s h a l l  c o n s i d e r  
comments r e c e i v e d  on an a p p l i c a t i o n  f o r  a l i c e n s e .  The 
d e p a r tm e n t  s h a l l  a l s o  c o n s i d e r  t h e  economic im pac t  o f  a 
p r o p o s e d  g amb l ing  e n t e r p r i s e  on g amb l ing  e n t e r p r i s e s  
l i c e n s e d  by m u n i c i p a l i t i e s  when i t  r e v i ew s  a p p l i c a t i o n s  f o r  
a g amb l ing  e n t e r p r i s e  o u t s i d e  o f  a m u n i c i p a l i t y .
The d e p a r tm e n t  may a t t a c h  c o n d i t i o n s  t o  a l i c e n s e  t h a t  l i m i t  
t h e  games t h a t  may be p l a y e d ,  t h e  h o u r s  o f  o p e r a t i o n ,  and 
t h e  a v a i l a b i l i t y  o f  a l c o h o l i c  b e v e r a g e s .

Sec .  05 .1 6 .030  p r o v i d e s  t h a t  t h e  D epa r tm en t  o f  Revenue 
may a d o p t  r e g u l a t i o n s  n e c e s s a r y  t o  imp lemen t  AS 05 .16 .
Among t h e  r e g u l a t i o n s  which t h e  d e p a r tm e n t  may a d o p t  a r e  
r e g u l a t i o n s  r e l a t i n g  t o  i s s u a n c e  r e n ew a l ,  s u s p e n s i o n ,  and 
r e v o c a t i o n  o f  l i c e n s e s ,  f i n a n c i a l  r e c o r d s  o f  g amb l ing  
e n t e r p r i s e s ,  i n v e s t i g a t i o n s  o f  l i c e n s e e s  and t h e i r  
emp loyee s ,  e x c l u s i o n  o f  c e r t a i n  p e r s o n s  f rom a gambl ing  
e n t e r p r i s e ,  c o n du c t  o f  g amb l ing ,  a c c o u n t i n g  p r o c e d u r e s ,  
l i c e n s e  f e e s ,  amounts o f  w ag e r s ,  d i s c l o s u r e s  o f  f i n a n c i a l  
i n t e r e s t s  i n  g amb l ing  e n t e r p r i s e s ,  r a t e s  o f  r e t u r n ,  d i s p u t e  
r e s o l u t i o n  p r o c e d u r e s ,  b o nd s ,  and r e p o r t s  by m u n i c i p a l i t i e s .

Sec .  05 .1 6 .0 40  p r o v i d e s  t h a t  t h e  Depa r tmen t  o f  Revenue 
may a u d i t  t h e  r e c o r d s  o f  gambl ing  e n t e r p r i s e s .

S ec .  05 .1 6 .050  r e q u i r e s  t h a t  l i c e n s e e s  p r o v i d e  mon th ly  
r e p o r t s  t o  t h e  Depar tmen t  o f  Revenue.

S ec .  05 .1 6 .0 60  p r o v i d e s  f o r  t h e  d i s t r i b u t i o n  o f  t h e  n e t  
p r o c e e d s  o f  a g amb l ing  e n t e r p r i s e .  H a l f  o f  t h e  n e t  p r o c e e d s  
o f  a g amb l ing  e n t e r p r i s e  s h a l l  be p a i d  t o  t h e  Depa r tmen t  o f  
Revenue .  Money r e c e i v e d  by t h e  d e p a r tm en t  s h a l l  be p l a c e d



Senator Bettye Fahrenkatnp
Page 3
March 21, 1988

i n t o  t h e  g e n e r a l  fu nd .  T h i s  money may be a p p r o p r i a t e d  t o  
t h e  d e p a r tm e n t  f o r  im p l em e n t a t i o n  o f  t h i s  c h a p t e r ,  e x c e p t  
t h a t  o n e - h a l f  p e r c e n t  may be u s e d  f o r  t r e a tm e n t  and c o u n s e l ­
i n g  o f  c om pu l s iv e  g am b le r s .

Sec .  05 .1 6 .0 70  r e q u i r e s  t h e  D epa r tm en t  o f  Revenue to  
i s s u e  a l i c e n s e  f o r  a gamb l ing  e n t e r p r i s e  on s t a t e  f e r r y  
v e s s e l s ,  i f  t h e  comm iss ion e r  o f  t r a n s p o r t a t i o n  and p u b l i c  
f a c i l i t i e s  r e q u e s t s  a l i c e n s e .  The p r o c e e d s  o f  a  gamb l ing  
e n t e r p r i s e  on a s t a t e  f e r r y  may be u s e d  t o  fund  t h e  o p e r a ­
t i o n s  o f  t h e  A la s k a  Mar ine  Highway Sys tem .

Sec .  05 .1 6 .0 80  r e q u i r e s  t h e  D epa r tm en t  o f  Revenue t o  
c o o p e r a t e  w i t h  m u n i c i p a l i t i e s  i n  t h e  r e g u l a t i o n  and a dm in i s ­
t r a t i o n  o f  g amb l ing  w i t h i n  m u n i c i p a l i t i e s .

Se c .  05 .1 6 .090  r e q u i r e s  t h e  D epa r tm en t  o f  Revenue t o  
make a r e p o r t  t o  t h e  Governo r and t h e  L e g i s l a t u r e  by March 1 
o f  e a ch  y e a r .

Sec .  05 .1 6 .900  d e f i n e s  " d e p a r tm e n t " ,  " g am b l in g " ,  
"g amb l in g  e n t e r p r i s e " ,  and " t o u r  s h i p " .
S e c t i o n  3 o f  t h e  b i l l  amends t h e  d e f i n i t i o n  o f  g amb l ing  i n  
t h e  c r im i n a l  code so t h a t  i t  does n o t  i n c l u d e  g amb l ing  c o n ­
d u c t e d  u n d e r  a l i c e n s e  i s s u e d  t o  a g amb l ing  e n t e r p r i s e  by 
t h e  s t a t e  o r  a m u n i c i p a l i t y .
S e c t i o n  4 o f  t h e  b i l l  amends t h e  d e f i n i t i o n  o f  gamb l ing  
e n t e r p r i s e  i n  t h e  c r im i n a l  code so t h a t  i t  does  n o t  i n c l u d e  
a g amb l ing  e n t e r p r i s e  l i c e n s e d  by t h e  s t a t e  o r  a 
m u n i c i p a l i t y .
S e c t i o n  5 o f  t h e  b i l l  adds r e g u l a t i o n  o f  g amb l ing  to  t h e  
l i s t  o f  l i m i t a t i o n s  on powers o f  home r u l e  m u n i c i p a l i t i e s  
unde r  AS 29 .1 0 .2 0 0 .

S e c t i o n  6 o f  t h e  b i l l  amends AS 29.35 by ad d in g  new s e c t i o n s  
r e l a t e d  t o  t h e  r e g u l a t i o n  o f  g amb l ing  e n t e r p r i s e s  w i t h i n  
m u n i c i p a l i t i e s .

S e c .  29 .3 5 .6 00  a u t h o r i z e s  a  m u n i c i p a l i t y  to  o p e r a t e  o r  
l i c e n s e  a p e r s o n  t o  o p e r a t e  a g amb l ing  e n t e r p r i s e  w i t h i n  t h e  
m u n i c i p a l i t y  i f  t h e  g amb l ing  e n t e r p r i s e  en h an c e s  t h e  
h i s t o r i c  c h a r a c t e r  o f  t h e  m u n i c i p a l i t y ,  t h e  m u n i c i p a l i t y  
a d o p t s  an o r d i n a n c e  r e g u l a t i n g  g amb l ing  e n t e r p r i s e s ,  and t h e  
o r d i n a n c e  i s  r a t i f i e d  by t h e  v o t e r s  o f  t h e  m u n i c i p a l i t y .
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Sec . 29 .35 .610  e s t a b l i s h e s  t h e  r e q u i r e m e n t s  f o r  a 
m u n i c i p a l i t y  t h a t  r e g u l a t e s  g amb l ing .
The m u n i c i p a l i t y  must ad op t  an o r d i n a n c e  r e g u l a t i n g  
g amb l ing .  The o r d i n a n c e  must  e s t a b l i s h  a commiss ion 
r e s p o n s i b l e  f o r  l i c e n s i n g  and r e g u l a t i n g  g amb l ing  
e n t e r p r i s e s ,  e s t a b l i s h  q u a l i f i c a t i o n s  f o r  members o f  t h e  
commiss ion ,  p r o v i d e  f o r  i s s u a n c e ,  r e n ew a l ,  s u s p e n s i o n ,  and 
r e v o c a t i o n  o f  l i c e n s e s  f o r  g amb l ing  e n t e r p r i s e s ,  e s t a b l i s h  
t h e  te rm s  and c o n d i t i o n s  u n d e r  wh ich  g amb l ing  i s  p e rm i t t e d ,  
p r o v i d e  f o r  d i s t r i b u t i o n  o f  t h e  p r o c e e d s  o f  a g amb l ing  
e n t e r p r i s e ,  r e q u i r e  d i s c l o s u r e  o f  p e r s o n s  h a v in g  a f i n a n c i a l  
i n t e r e s t  i n  a gamb l ing  e n t e r p r i s e ,  anc  r e q u i r e  d e t a i l e d  
r e c o r d s .
Gambling w i t h i n  a m u n i c i p a l i t y  i s  l i m i t e d  t o  c a r d  and d i c e  
games and numbers w h e e l s .  The m u n i c i p a l i t y  may r e g u l a t e  t h e  
a v a i l a b i l i t y  o f  a l c o h o l i c  b e v e r a g e s  a t  a g amb l ing  
e n t e r p r i s e .  Members and employees  o f  t h e  m u n i c i p a l  gamb l ing  
commiss ion may n o t  p a r t i c i p a t e  i n  o r  h ave  a f i n a n c i a l  
i n t e r e s t  i n  a gamb l ing  e n t e r p r i s e .
A m u n i c i p a l i t y  t h a t  r e g u l a t e s  g amb l ing  must s ubm i t  a r e p o r t  
e a ch  y e a r  t o  t h e  Depa r tmen t  o f  Revenue.

Sec .  29 .35 ,620  p r o v i d e s  f o r  t h e  d i s t r i b u t i o n  o f  
p r o c e e d s  o f  g amb l ing  e n t e r p r i s e  l i c e n s e d  by a m u n i c i p a l i t y .  
Th ree  and o n e - h a l f  p e r c e n t . o f  t h e  g r o s s  p r o c e e d s  o f  a 
gamb l ing  e n t e r p r i s e  s h a l l  be p a i d  t o  t h e  D epa r tm en t  o f  
Revenue f o r  d e p o s i t  i n t o  t h e  g e n e r a l  f u n d .  The m u n i c i p a l i t y  
s h a l l  r e c e i v e  a l l  o f  t h e  p r o c e e d s  o f  a m u n i c i p a l l y  o p e r a t e d  
gamb l ing  e n t e r p r i s e  l e s s  t h e  3% p e r c e n t  p a i d  t o  t h e  
Depa r tmen t  o f  Revenue. The m ' i c i p a l i t y  s h a l l  r e c e i v e  t h a t  
p o r t i o n  o f  t h e  p r o c e e d s  o f  a g amb l ing  e n t e r p r i s e  l i c e n s e d  by 
t h e  m u n i c i p a l i t y  and o p e r a t e d  by someone o t h e r  t h a n  th e  
m u n i c i p a l i t y ,  t h a t  t h e  m u n i c i p a l i t y  and t h e  l i c e n s e e  may 
a g r e e  upon , p r o v i d e d  t h a t  3% p e r c e n t  o f  t h e  g r o s s  r e c e i p t s  
i s  p a i d  t o  t h e  Depa r tmen t  o f  Revenue.

Sec .  29 .35 .630  p r o v i d e s  t h a t  a m u n i c i p a l i t y  may 
d e d i c a t e  t h e  r e v e n u e  d e r i v e d  from a g amb l ing  e n t e r p r i s e  t o  a 
p u b l i c  p u rp o s e .

Sec . 29 .35 .640  p r o v i d e s  t h a t  AS 29 .3 5 .6 00  - 29 .3 5 .690  
a p p ly  to  home r u l e  and g e n e r a l  law m u n i c i p a l i t i e s .



Sec .  29 .3 5 .690  d e f i n e s  t h e  ter ras "g am b l in g '1 and 
"g am b l in g  e n t e i— i s e " .
S e c t i o n  7 o f  t h e  b i l l  p r o v i d e s  t h a t  t h e  b i l l  t a k e s  e f f e c t  
im m ed ia t e l y .
GU: bb 
bA/027
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MEMORANDUM

TO: Senator Mitch Abood, Chairman
Senate State ^ffairs Committee

FROM: Senator Betty-^-Fahrenkamp 

DATE: March 24, 1988

RE: SB 273 An Act authorizing gambling enterprises; and
providing for an effective date.

What the bill does

SB 273 would authorize casino style gambling on a limited basis in 
municipalities (with local voter approval), unincorporated areas, 
and on the Alaska Marine Highway and tour ships.

Background

I introduced this bill because I believe gambling enterprises will 
make a contribution to the prosperity of the state in a time of 
declining and uncertain state revenue. It would enhance Alaska as 
a tourist destination and create jobs. We already allow forms of 
gambling such as bingo, Monte Carlo nights, and pool classics, and 
it's no secret that other forms of gambling take place right now.

Limited Gambling Authorized by the bill

SB 273 authorizes limited casino style gambling. I believe that 
once made legal, these gambling enterprises can be conducted 
honestly, free from criminal and corrupt persons and practices. I 
do not believe it will engender the high roller style gambling 
found amongst the glitz and glitter of Las Vegas.

Gambling under SB 273 is limited in the following ways:

* Municipalities must adopt an ordinance regulating gambling 
and have it ratifj jd by a majority of voters within its 
boundary.



* Only card, dice, and number wheels would be allowed, the 
kinds of games played at the turn of the century in Alaska. 
No slot machines would be allowed by this measure.

* A gambling enterprise within a municipality must enhance 
the historic character of the municipality. No glitz and 
glitter, no chrome and glass.

* Gambl .ng enterprises may not extend credit to its patrons. 
Large rash or credit transactions provide an 
opportunity for loan sharks and quick buck artists.

Revenue Distribution

Municipalities may decide to run gambling operations themselves, 
or license the operation, and must pay three and one half percent 
of gross revenues to the Department of Revenue.

Licensed operators in unincorporated areas must pay fifty percent 
of the net proceeds to the department.

All of the revenue derived from gambling on ferries would be 
deposited in the general fund.

In recognition that a small percentage of gamblers can become 
compulsive, one half a percent of state income from gambling may 
be appropriated by the legislature for treatment and counseling.

Sectional Analysis

See attached.
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EXPENDITURES/REVENUES: (Thousands of Dollars!
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OPERATING 1 1 1 1 1 1
PERSONAL SERVICES I | 247.2 | 247.2 I 247.2 I 247.2 I 247.2
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1 
1
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SB 273 ANALYSIS

Personal Services

**. ■' • "$rr ' “ v’W } . - i  ?*

Position Range/Step FY 89 Budget

Clerk III 8A $29.4
Tax Examiner II 12A $34.0
Revenue Auditor IV 20A $55.9
Revenue Auditor IV 20A $55.9
Revenue Audit Supervisor I 24A $72.0
(Chief of Gaming) TOTAL: $247.2

Travel

Associated travel to 
conduct hearings, audits,
and/or Investigations $6.0

Contractual

Training $8.0
Telephone $2.5
Printing $4.0
Chairs $5.0
Modular Offices $9.0
5.drawer Legal Files $3.5

TOTAL: $32.0

Supplles

Office Supplies TOTAL: $5.0
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I he  Depar tment  o f  Revenue b e l i e v e s  I t s  p r ima r y  r e s p o n s i b i l i t y  1s to 
c o l l e c t ,  I n v e s t ,  and sha r e  s t a t e  r evenues .  Al though we do have s e v e r a l  
programs 1n the depar tment  which a r e  I n d i r e c t l y  r e l a t e d  to t h a t  program,  
the a d m i n i s t r a t i o n  o f  gambl ing contempl a t ed by t h i s  b i l l  would be 
d i f f i c u l t  t o  accomp l i sh  w i t h  our  p r e s e n t  e x p e r t i s e .  We would suggest  
perhaps a Gaming Commission be e s t a b l i s h e d  o r  l o c a t n the a dm i n i s t r a t i o n  
o f  t h i s  pr ogr am 1n a n o t h e r  depa r tment ,  such as Comm ce .  Based on the 
b i l l  as c u r r e n t l y  d r a f t e d  we have pr epa r ed t*, '» f i s c a l  no t e  wi t h  the 
a d m i n i s t r a t i o n  be ing accomp l i shed by c r ea t *  « gaming u n i t  1n our  Income 
and Exc i s e  Aud i t  D i v i s i o n .

Pe r s ona l  S e r v i c e s

Under the b i l l  " s t r i c t "  r e g u l a t i o n  and c o n t r o l  would be r e qu i r e d  to 
accomp l i sh  t h i s  1n c o n j u n c t i o n  wi t h  Pub l i c  S a f e t y .  The Depar tment  o f  
Revenue would be r e s p o n s i b l e  f o r  l i c e n s i n g ,  a u d i t i n g ,  c o l l e c t i n g  tax and 
g e n e r a l l y  a d m i n i s t e r i n g  the gaming l aws .  The depar tment  would be 
r e qu i r e d  t o  conduct  p ub l i c  he a r i ng s  on each gaming e n t e r p r i s e  l i c e n s e ,  do 
I n v e s t i g a t i o n s ,  conduct  a u d i t s  and r ev i ew f i n a n c i a l  r e p o r t s  o f  the gaming 
e n t e r p r i s e .

This  a c t i v i t y  would r e q u i r e  the depar tment  t o  c r e a t e  a gaming u n i t ,  
compr i s i ng  o f  a c h i e f  t o s u p e r v i s e  the gaming u n i t  and a c t  as l ead 
a u d i t o r  d u r i ng  a u d i t s  and / o r  I n v e s t i g a t i o n s .  Two a u d i t o r s  would be 
r e qu i r e d  t o  do the a u d i t i n g  o f  f i n a n c i a l  s t a t emen t s ,  conduct  
I n v e s t i g a t i o n s  o f  p e r s onne l  and r ev i ew the methods and manners o f  the 
e n t e r p r i s e s  accoun t i ng  system f o r  r e c e i p t s  and d i s bu r s emen t s .  A tax 
examiner  would be r e qu i r e d  t o  p r oce s s  r e t u r n s ,  I s sue  l i c e n s e s  and p r o v i de  
a s s i s t a n c e  t o  the p u b l i c .  A c l e r k  t y p i s t  would be u t i l i z e d  by a l l  
p o s i t i o n s  in the u n i t .
Revenue

Thi s  r evenue e s t ima t e  I s  a t  be s t  a guess .  I t  1s assumed t h a t  the 
e a r l i e s t  the gaming e n t e r p r i s e s  cou l d  o p e r a t e  i s  du r i ng  FY 90 .  Based on 
the pr oposed b i l l ,  50X o f  ne t  p r oceeds  o f  a l l  o p e r a t i o n s  o u t s i de  
m u n i c i p a l i t i e s  would be c o l l e c t e d  by the depar tment  on a month l y r e t u r n .  
The depa r tment  b e l i e v e s  a ne t  p r oceeds  tax f i l e d  on a month l y  b a s i s  would 
be ve r y  d i f f i c u l t  t o  p r epa r e  and a burden to the gaming e n t e r p r i s e .  
Revenue would a l s o  be r e c e i v e d  f r om gaming a c t i v i t i e s  on s t a t e  f e r r i e s .  
A d d i t i o n a l l y ,  gaming e n t e r p r i s e s  w i t h i n  m u n i c i p a l i t i e s  would pay 3.5J4 o f  
g r o s s  p r oceeds  t o  the depa r tmen t .  I t  I s  ve r y  d i f f i c u l t  t o  e s t ima t e  what 
the a c t u a l  r evenue would be .  Many f a c t o r s  a r e  I n v o l v ed .  C u r r e n t l y ,  as 
we unde r s t and  I t ,  t h r e e  m u n i c i p a l i t i e s :  F a i r ban k s ,  Nome, and Skagway,
have exp r e s sed  t h e i r  d e s i r e  to have t hese  a c t i v i t i e s  In t h e i r  
communi t i es .  I n  o r d e r  t o  do a more comprehens i ve r evenue p r o j e c t i o n ,  
s p e c i f i c  d e t a i l s  would be r e q u i r e d ,  such as how many and what type o f  
games would be on the mar ine  Highway System.
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