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FISCAL NOTE

STATE OF ALASKA HILL NO. CSHB 272 (JUD)
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION
Revenue Discussion, Continued

For our reference case, we used the definition of "municipality” inAS 23.71.800 (cities and boroughs) and the April 1.2000 U.S. Census lo
eUinmto that a maximum or 13 card rooms would bo possiu'e under" iis bill: 0 in Anchorage. 2 in the Fairbanks North Star Borough, Lin
Juneau, 1 In the Kona! Peninsula Borough and 1in the Matanuska Susitna Borough. Ifwe we'e instead to use the July 1, 2004 annua!
estimates of population from the Census Bureau, then 15 catd rooms would be possible: 9 in Anchorage. 2 in the Fairbanks North Star
Borough. LinJuneau. 1in the Kenai Peninsula Btroo?h and 2 in the Matanuska-Susitna Borough, The most rcstrichvc interpretation would
t:o If "municipality" ro'errod only to cities. Using this definition and Ihe April 1, 2000 U.S. Census, a maxirrum of 10 caid rooms would bo
possh'c; 8In Anchorage, 1 InFairbanks and 1 inJuneau Itis Important to note that these estimates, Including our reference case, atstine
ah eligible municipalities will quickly rutdy ordinances authoring card rooms. Clearly, if a municipality such as Anchorage weie not lo
authorize card looms this would dramatically induce card room operations in the state.

In addition to the vote' ratification and population ruins, h ere are llmo other reasons why we did not include a 'evenue cr cost estimate on
tlil) Pont cage of this f.scai note. First, the decision to open and ope-ato a card room Is a bus ness decision. Second, under this bi | the

lie;;,. » .is g'ven authority lo set many rules and requlations that w li affect this business decision. Tnese rules and regulations Will bo
formulated after receiving fecomrrcn dat ons from tha five member gevernor-appointed advisory boa'd created under this b Il. Third, Inu fees
I'HKi&ud on card rooms in d 'lercnl states and localities vary widely and make compar.sons to Alaska did cull. For example, the statu of
Montana charges a processing foe lo cover the cost of determining whether to Issue a license plus $250 for the frst tab’o and S500 for cacti
additional tab'o. Washington charges $3,650 fur up to 5 tables and $1,060 per additional tanlo up lo a maximum of 15, plus any investigation
costs exceeding the license fees. CSHB 272 imposes an owner's license feo of $25,000 to apply for a five-year license phis an r.rir.tial
$10,000 per Inble fee uperators are also responsible for investigation cosls that exceed the po't on of the $25,000 fee that Is assessed for
trie investigulion, (> .ting of a $500,000 cash bond and b annua! occupational licensing fees to be set by tho department.

Based on scve’ul assumptions, we esl n ate that one ca'd room in Alaska could generate about $201,000 in fees for Re state in the fis!

rr ar. Pur ng yetvs 2 th'ough 5, we estimate a rri'd roam in Alaska cou'dgenerate between $150,000 and $167,000 in annua’ fees for tho
1itn Tnese estimates assume that the avemge card room will have 15 tables (15 Is the maximum allowed In Washington and In California
Ins overage is 14.3) The card room is assumed lo pay its owner's license tee in the first year with no transfer of ownership ever the 5 year
licence porcd. Th's estimate al;.n assumes an oscupat onat Iicensm? system similar to Washington, where annual licenses arc $175 Initially
nnd $f4 f.r ronowo's (for Alaska's biannual hconsos tnls would translate into 1175* $84-$759 mil a; K and $84-$B4r $168 for renewals) Wo
atiuto tiul Washington's average cf 0.7 caid room occupational licenses per tat'e will ho d in A'aska and tha! cf'er the fust yen', a [ of I'm
licenses wi | be renewals Wo assume tnal, Iko In Washington, all gaming employees win be covered but non-gaming c-mp'oyens such as

L tenders w hnot roqu.rc licensee. A sig'ii* cant variable n'fec'ir.g revenues would be the actual njmoer of tables can) rooms would have
Inmls (Il culloestimate, as In Col lafr'a non-bar.ked caid rcoms mrgo Pom a sir.g'o table to 243 in tho Commerce Casino in Los Angi-'es
w li thoavougc tu-irg 11.3 tables per card room. Giro or riore very Inrgn card rooms in A'aska could s'gn Ticantly boost revenues.

Onu p'ovis on of tnis tvl irisPucts t>o department fo set maximum wagers forcmd rooms, this resP'chon along with any ntaximum rake coiild
have nn etiecl on thu reveille generated ty potential card rooms. InWashrgtnn, no--banked card room wagers .vo capped at $25 per
player per round, ai d rxer ire rapped al $ 1C pot pkiyc-r per tiour or $1 pi” player per hard or 10% of the po! uplo $5 Annual gross
revimuu ‘o card rooms per ran backed lab'o Iri Washington .s $102,000  In California. P'crc arc ro max,mums placed on raxrs or wjgers,
pad 'lie annual g-0ss reven..e pur nor.-ba-kvd lob u is about S409.COC.

[hsblls!pu'atcs t' ot cmd rooms m.ist field at leas! one raid tourir.iTent per 8uarter winyoss p'oceeds denoted lo a nonprofit group.

[he « n.myvariables that wet/d help dntcrmire tho total amount gure-ated lor tha: I cs, inelalng trie number of Ca'd rooms, thr nurrter
i ftr'rles and rules end rc-gu it ons ndoptod by Re department. Also, “gross proceeds" is no! defined in the hill so 4is unc'oar if pnzes or buy
t w oases wow'd bu iPC'uifed in this calculator{. In Michigan the ovu-agu Texas I lold Cm tournament?orirulus $2,870 in revenue and
S1C* 0 (fit ft fo' Chnrit.es, witr a $500 pt>; person pm day price I n . Ar-y pr zo limits in Alaska would to determined by the department and
iy infiiir fny U ti prof.abil ly cf lou'tmmenkK, Inn 2005 aitdo n the Boston Globe, card tournament sjpp ier V ke S'Oftry estimated that "A
w. Irun lauui.Tnfnt will attract up fo 7jc ptayir's, ouch of whom pays a S1CD crrtrnhco fno [ ) A louin.iment of that sue can offer poN of
$5,000 for Pie fi'st (i"'i.-c |i\nynr and a few Ihou.URd Ur lea second P"d third and sti'l generate $1C,00C for the th.m'y Alter expenses "

Cost Discussion

Tro COSl- ﬁf .Nnprmeniing Ms t Vare difcu! to cut r ate because we-do no! knew Ro ru'rbor no* sue of potnri a' eu'd rooms. Given me
n: eumpfiphk Hii  re-on, e d sCutsion, we a"i ¢ palc So r2.C00.il gorsunnol costs und re nted uipend lures wou d Im iiccns .n-yto
invor.tigjin, reonso nod fr-gu ale up la 15 ca-d rooms Also nLoul 35.931) .r RSAs to Fast C Su'ely fo- fingc'P'in! Po”kground ckecks wouid
i.u feijuTed f-' r-a; card room, (assum,mg 15 tab os tunes P 7 wrp'oyces per tabV trues $59 per employee) Tho | crs&nre! costs .me Iu' an
[ west gator V. f.jf liwnMiQ.Vn; In» j-i) nnAdnin L e'» HI. Based on Ihe expo' nritc o’ cither stairs and our own expcr unio, tht st.)f

s nu'd be Sntf.C'i 14 to ,nvt: g.rlu i'Curso nnd -050:13up to 15 c.I'd roc ms with nn overage of 15 luL'ex each A -ohavr y Iwo teams ol
e-vesl gain's would 0"sve t-|" teams uOuld to avji ,./e dur.rgal".nurj ol card room OpO'jl QhS (assumed to bo 12 00 nr.nnto 7.0 Oin) If
lhe caht (mums a e la'gn* cm average Pan ho assumed 15 tab vs, we wr(Jtd require add !io-.i" siulf nnd nrsou’CCS for invcst'gal on n -J
rcj-'aien WudJ r0lii s'udo ory ndd'tlaria co-lu Inal wtm'd tn Incurred ty men c palit.es as a result o! thist I

rio.re<e fa' fnri.at).nuniof Gan |'rig Cu'it'cl,'figar Stale- C' a'ltab'e Gani.'nc]] Civ slim. Montana Garniiln.g Cur-trot D vision;
W' 'i" lagsn 5Liin C.amtl ny Comiiriision. A-i viejn Gain *3Assocuilion "20C4 Jilalo of the States"
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INTHE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FOURTH LEGISLA TURE - FIRST SESSION

BY

Offered:
Referred:

Sponsors): REPRESENTATIVE KOTT

A BILL

FOR AN ACT ENTITLED

"An Act relating to card rooms and card operations."

WORK DRAFT

24-LS0916\F
Kurlz
4/2 S/05

BE IT ENACTED BY THE LEGISLATURE OF TIIE STATE OF ALASKA:

* Section I. Ihe uncodified law of the State of Alaska is amended by adding a new section

to read:

LEGISLATIVE INTEN I|. This chapter is intended to benefit the people of Alaska by

promoting tourism and assisting economic development. The public's conlidenee and trust

will be maintained only through the comprehensive law enforcement supervision and strict

regulation of card rooms and card operations under AS 05.1 S
* Sec. 2. AS 05 isamended by adding a new chapter to read:
Chapter 1S Card Rooms.
Article 1. Card Games and Card Rooms.

Sec. 05.18.010. Card rooms, (a) Notwithstanding AS 11.66, a person may
establish and operate a card room in the state if the person complies with the licensing
and other requirements of this chapter, as well as the statutory requirements applying

to businesses generally.

o] *
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WORK DRAFT WORK DRAFT 24-LS0916\F

(h) The following non-banking card games may be played in a card room,
according to rules prescribed in regulation by the department:
(1) poker:
(2) pan;
(3) rummy;

(4; bridge; and
(5) cribbage.

Sec. (15.18.U20. Presence of department employees in card rooms.
Employees of the department have the right to be present in a card room or any
adjacent facilities under the control ofa licensed owner.

See. 05.18.030. Wagers, (a) The department shall determine minimum and

maximum wagers on card games.
(b) A licensed owner may not permit any form of wagering on card games

except as permitted under this chapter.

(c) Wagers may be received only from a person present in a licensed card
room. A person present in a card room may not place or attempt to place a wager on
behalfofanother person who is not present in the card room.

(d) Wagering may not be conducted with money or other negotiable currency.

(e) All tokens or chips that are used to make wagers must be purchased from
the owner of the card room while the purchaser is in the card room or at a facility that
is adjacent to the card room and has been approved by the department. The tokens or
chips may be purchased by means of an agreement under which the licensed owner
extends credit to the patron.

See. 05.18.040. Persons under 21 years of age. (a) A person who is under
21 years ol age may not be present in a card room.

(hi A person who is under 21 years of age may not make a wager under this
chapter.

Article 2. Administration.

See. 05.18.110. Administration, regulation, and enforcement, (a) Ihe

department shall administer, regulate, and enforce the provisions of this chapter. Ihe

department:

CSllit 272( )
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(1) shall have all powers and duties specified in this chapter;
(2) shall have all powers necessary to execute this chapter;
(3) shall exercise jurisdiction and supervision over the following:
(A) all authorized card operations in the state;
(B) all persons in card rooms where card operations are

conducted:;

(4) shall investigate and reinvestigate applicants and license holders
and determine the eligibility of applicants for licenses and to require applicants and
licenseholders to reimburse the department for the costs of the investigation and
rcinvestigation;

(5) sha.i select from among competing applicants the applicants that
promote the most economic development and that best serve the interests of the

citizens of the stale;
(6) shall take appropriate administrative enforcement or disciplinary

action against a licensee under this chapter that violates the provisions of this chapter:
(7) shall investigate alleged violations of this chapter;
(8) shall establish fees for the review and investigation of applications
for the licenses that are authorized under this chapter;

(9) may conduct hearings;
('()) may issue subpoenas to compel the attendance of witnesses and

subpoenas duces tecum lor the production of books, records, and other relevant
documents:

(11) may administer oaths and affirmations to witnesses;

(12) shall prescribe a form to be used by a licensed owner as an

application for employment by potential employees of the card room and licensees ot

the department:
(13) may revoke, suspend, or renew licenses issued under this chapter;
(14) ma\ hire employees to gather information, conduct investigations,
and carry out other tasks under this chapter;
(15) may take any appropriate action to enforce this chapter, including

the issuance of notices of violations of this chapter or regulations of the department.

2. CSIIt 2ix< ¢
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WORK DRAFT WORK DRAFT 24-LS0916\F

orders to cease and desist, and closure orders:
(16) may adopt regulations for the implementation and enforcement of

this chapter;
(17) shall adopt regulations governing the conduct of card games that

may he played in card rooms;
(1S) shall adopt regulations specifying the form and amount of charge

a card room may impose on players for playing card games in the card room;

(19) may, through the office of the attorney general, apply to the courts
for injunctive and declaratory relief in aid ofany action or decision of the department
on any matter within the jurisdiction of the department,

(b) The Department of Public Safety and the attorney general may assist the
department in conducting background investigations of applicants. The department
shall reimburse the Department of Public Safety for the costs incurred by the
department as a result of assistance provided to the department under this section. The
department shall make the payment from fees collected from applicants for licenses.

See. 05.1S.120. Violations; fees; inspections, (a) The department shall

(1) provide for the establishment and collection of license fees
imposed under this chapter and deposit the license fees in the state gaming fund;

(2) levy and collect penalties for noncriminal violations of this chapter
and deposit the penalties in the state gaming fund.

(b) The department may enter an office, a card room, or other premises of a
person holding an owner's license where evidence of compliance or noncompliance

with this chapter is likely to be found.
Sec. 05.1S.150. Licensing, (a) [Ihe department shall adopt standards for the

licensing of persons regulated under this chapter.
(b) The department shall require that the records, including financial

statements, of a person holding an ow ner's license must be maintained in the manner

prescribed by the department.
le) The department may not issue a license to a person who has been

convicted ofa felony in this or another jurisdiction
(d) An applicant for a license under this chapter shall provide the following

Stilt 272 ) o
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information to the department:
(1) the name, business address, and business telephone number of the

applicant;
(2) an identification of the applicant;
(3) the followinginformation for an applicant that is not an individual:

(A)  thestate of incorporation and any states where the

corporation is registered to do business;
(13) the names and addresses of all corporate officers;

(C) the identity of
(i) any entity in which the applicant has an equity
interestof at least 20 percent; the identification must include the state
of incorporation or registration, if applicable; however, an applicant
that has a pending registration statement filed with the United States
Securities and Exchange Commission is not required to provide

information under this item;
(i) the shareholders or participants of the applicant; an

applicant that has a pending registration statement filed with the United

States Securities and Exchange Commission is required to provide only

the names of persons holding an interest of more than 20 percent of a

shares:;

(4) an identification of any business, including the state of
incorporation and all states where the business is registered to do business, it
applicable, in which an applicant or the spouse or children of an applicant has an

equity interest of more than 20 percent of all shares;
(5) if the applicant has been indicted, 1 n convicted, pled guilty or

nolo contendere, or forfeited bail concerning a criminal offense other than a traffic

violation under the laws of any jurisdiction, the applicant must include the following

information under this paragraph:
(A) the name and location of the court, the arresting agency,

and the prosecuting agency;
(B) the case number;

-5- t'sluU 272( )
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(C) the date and type of offense;
(1)) the disposition of the charge;
(It) the location and length of incarceration, ifany;

(6) a statement of whether the applicant has filed or had filed against
the applicant a proceeding in bankruptcy or been involved in a formal process to
adjust, defer, suspend, or work out the payment ol'a debt, including the date of filing,
the name and location of the court, and the case and number of the disposition;

(7) astatement of whether the applicant has filed or been served with a
complaint or notice filed with a public body concerning a delinquency in the payment
ofor a disputeover a tiling concerning the payment of a tax required under federal,
state, or local law. including the amount, type of tax. taxing agency, and times

involved;
(X) the name and business telephone number of the attorneywho will

represent the applicant in matters before the department;
(9) a description of a proposed or an approved cardroom,including

the expected economic benefit to local communities;
(10) the following information from each licensee involved in the

ownership or management of card operations:
(A) an annual balance sheet;
(B) anannual income statement;
((") alist ofthe stockholders or other persons having at least 20

percent beneficial interest in the card room activities of the person who has

been issued the owner’s license;
(D) any other information the department considers necessary

for the effective administration of this chapter.

(ei The department shall review and approve or disapprove prom tly and in
reasonable order all license applications.

(0 A part> aggrieved by an action of the department denying, suspending,
revoking, restricting, or refusing the renewal of a license may request a healing before
the department A request lor a hearing must be made to the department in writing not

more than It) days alter service of notice ot the action of the department.

v-u T.vr VmlotSitsr] TEX: ZKACKL'TED)
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(g) Except as provided in AS 05.18.180. the department shall serve notice of
the department's actions under this section on a part) by personal deliver) or by
certified mail. Notice served by certified mail is considered complete on the business

day following the dale of the mailing.
(h) The department shall conduct all requested hearings under this section

promptly and in reasonable order.
See. 05.18.140. Card room advisor)' hoard, (a) The governor shall appoint

five individuals to serve on a card room advisory board. Appointments to the board

shall be for a period of five years.
(b) The card room advisory board shall make recommendations to the

department relating to license applications and policy issues relating to card rooms.

(c) Members of the card room advi; >v board serve without compensation and
are not entitled to per diem and travel expenses authorized by Itw for boards and
commissions under AS 39.20.180.

Sec. 05.18.150. Violations of chapter; fraudulent acts. If a licensee or an
employee of a licensee violates this chapter or engages in a fraudulent act. the
department may

(1) suspend, revoke, or restrict the license of a licensee;

(2) require the removal ofa licensee or an emp.ayee of a licensee from
the card room;

(3) impose a civil penalty of not more than $5,000 against an
individual who has been issued an occupational license for each violation of this
chapter;

(4) impose for each violation of this chapter by a licensed owner a
penalty of not more than the greater of $10,000 or an amount equal to the licensee's
daily gross receipts for each day of the vio’ation.

Sec. 05.18.160. Investigative procedure; complaints, (a) Ihe department

Kv\ :\\ and make a determination on a complaint by a person who has been
issued an owner’s license concerning an investigative procedure that the licensee

alleges is unnecessarily disruptive of card operations.
(b) A licensee tiling a complaint under this section must prove by clear and

1 CSINt272( )
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convincing evidence that the investigative procedure
(1) does not have a reasonable law enforcement purpose; and

(2) is so disruptive as to unreasonably inhibit card operations.

(c) For purposes of this section, the need to inspect and investigate a licensee
shall Ik presumed at all times.

See. (15.18.170. Transfer of licenses; rules of procedure; prohibitions, (a)
A licensed owner or another person shall apply for and must receive the department’s
approval before an owner's license is transferred, sold. or. purchased or a voting trust
agreement or other similar agreement is established with respect to the owner's
license. A licensed owner or another person may not lease, hypothecate, or borrow or
loan money against an owner's license.

(b) The department shall adopt regulations governing the procedure a licensed
owner or another person shall follow to take an action under (a) of this section. The
regulations must specify that a person who obtains an ownership interest in a license
shall meet the criteria of this chapter and regulations adopted by the department. A
licensed owner may transfer an owner's license only in accordance with this chapter
and regulations adopted by the department.

See. (J5.18.180. Suspension of license without notice or hearing; revocation
of license, (a) The department may suspend a license issued to the owner of a card
room without notice or hearing if the department determines that the safety or health
of patrons or employees would be threatened by the continued operation of the card
room. The opportunity for a hearing shall be provided within a reasonable time
following a suspension.

(b) The suspension of a license under this section may remain in effect until
the department determines that the cause for suspension lias been abated The
department may revoke the license if the department determines that the owner has not
made satisfactory progress toward anating the hazard.

See. (15.18.190. Department records, (a) Notwithstanding any other law,
upon written request from a person, the department shall provide the following

information to the person:
11> the information provided under this chapter concerning a licensee

SHIS 272( ) g*
AW Toxt UnOifrltnrd Irxi.erUD 7K.V7 BMCKFVSDJ



© n 9N o o1l &~ w

10
11

12
13
14
15
16
17

19
20
21
*n
23
24
25
26
27
2N
2
30
3l

WORK DRAFT WORK DRAFT

24-LS09!6\F

or an applicant:
(2) acopy ofa letter providing the reasons for the denial of an owner's

license;
(3) acopy ofa letter providing the reasons for the department's refusal

to allow an applicant to withdraw the applicant's application.
(h) The department mas assess fees for the copying of information provided

by the department to a person requesting information under (a) of this section.
Article 3. Licenses.
Sec. 05.15.200. Owner's licenses, (a) The department may issue to a person
a license lo own a card room and conduct card games in any municipality of the state
with a population of at least 30.000 according to the most recent federal census
information. The total number of owner's licenses issued in a municipality may not

exceed the total population of the municipality divided by 30.000.

(b) A person applying for an owner's license under this chapter shall pay a
nonrdundablc $25.000 application fee to the department.

(e) An applicant shall submit the following on forms provided by the
department:

(1) the information required under AS 05.1S. 130:
(2) if the applicant is ail individual, two sets ol' ti. individual's

fingerprints:
(3) if the applicant is not an individual, two sets of lingerprints for

each officer and director of the applicant.
(d) The department shall review an application for an owner's license under
this chapter and inform each applicant of the department's decision concerning the

issuance ofasi owner's license.
(e) Ihe costs of investigation ol an applicant lor an ow ner's license under this

chapter shall be included in the application fee paid by the applicant.
Il An applicant for an owner's license under this chapter shall pay all

additional costs that are associated with the investigation of the applicant that exceed
the portion of the application fee paid oy the applicant that is assessed for the

investigation.
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(9) The department may not issue an owner's license under this chapter to a

person if the person
(1) has been convicted ofa felony under the laws of the state, the laws

of another state, or laws of the United Slates;
(2) has knowingly or intentionally submitted an application for a

license under this chapter that contains false information;
(3) is an oflicer, a director, or a managerial employee of a person

described in (1) or (2) of this subsection; or

(4) employs an individual described in Cl). (2). or (3) of this subs ‘clion
and that individual participates in the management or operation of card operations
authorized under this chapter.

See. 05.18.210.  Factors considered in granting owner's licenses;
submission of design. In determining whether to grant an owner's license to an
applicant, the department shall consider

f1) the character, reputation, experience, and financial integrity of
(A) the applicant;
(B) a person that
(i) directly or indirectly controls the applicant; or

(if) is directly or indirectly controlled by the applicant
or by a person that directly or indirectly controls the applicant;
12) the card room or proposed card room;
(3) the good faith affirmative action plan of each applicant to recruit,
train, and upgrade minorities in all employment classifications;
(4) the financial ability of the applicant to purchase and maintain
adequate liability and casualty insurance;

(5) whether the applicant has adequate capitalization to provide and

maintain the card room lor the duration ofthe license;
I(1) the extent to which the applicant exceeds or meets other standards

adopted by the department by regulation.
Sec. 05.18.220. Issuance of license; fee; bond, (a) Hie department may

issue* an owner's license to an eligible person if the person pays an initial license fee
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and posts a bond as required in this section, The annual license fee is S10.000 for each
card table. After a license has been issued, additional tables may be added for an
initial license fee of $10,000 each; however, the full annual renewal fee for each table
must be paid on or before the anniversary of issuance of the owner's license,
regardless of when the table was added. The department may suspend or revoke a
license if the annual license fee is not paid in a timely fashion.

(b) A licensed owner must post a $500,000 cash bond with the department at
least 60 days before the commencement of the construction of a card room or the
commencement of a card operation under the license, whichever is earlier.

(c) The principal of the bond shall be placed without restriction at the disposal
of the department, but interest earned on the principal shall inure to the benefit of the
licensee.

(d) The bond is subject to the approval of the department and must be payable
to the department for use by the department in satisfaction of the licensed owner's
financial obligations to the local community, the stale, and other parties, as determined
by regulations of the department.

(e) If. following a hearing held after al least five days written notice, the
department determines that the amount of a licensed owner's bond is insufficient, the
licensed owner shall, upon written demand of the department, tile a new bond,

(0 The department ma\ require a licensed owner to file a new bond with a

satisfactory surety in the same form and amount if
(1) liability on the old bond is discharged or reduced by judgment

rendered, payment made, or otherwise: or
(2) in the opinion of the department, a surety on the old bond becomes

unsatisfactory.

(g) Ifanew bond obtained under (e) or (f) of this section is unsatisfactory, the
department shall cancel the owner's license. If the new bond is satisfactorily
furnished, the department shall release, in writing, the surety«nthe old bond from an>

liability accruing after the effective date ofthe new bond.
(h) The total and aggregate liability of the surety oi a bond is limited to the
amount specified in the bond, and the continuous nature of the bond may not he
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construed as allowing the liability of the surety under a bond to accumulate for each

successive approval period during which the bond is in force.
(i) A bond filed under this section is released 60 days after the owner's license

expires and a written request for release is submitted by the licensed owner.

See. 05.18.230. Tournaments. The holder of an owner's license for a card
room shall host a card tournament at least once each calendar quarter, with the gross
proceeds of the tournament to be distributed lo a nonprofit educational institution or
group designated by the owner. An application for issuance or renewal of an owner's
license must include proposed dates for the tournaments, and specify the nonprofit
educational institution or group designated to benefit from each tournament. The
licensed owner shall notify the department of any change in the date or beneficiary of
a tournament. A nonprofit educational institution or group may be the designated
beneficiary of only one tournament each year under this section.

See. 1)5.18.24(1. Term of a license. An owner's initial license expires five

years after the effective date ol'lhc license.
Sec. 05.18.250. Revocation of owner's license for delay. The department

ma> rev oke an owner's license if
(1) the licensee begins regular operations more than 12 months after
receiving the department's approval of the application for the license: and
(2) the department determines that the revocation of the license is in
the best interests ol the state.
See. 05.18.260. Renewal of owner's license; compliance investigations, (a)
The owner's license may be renewed for an additional five-year period, provided that
the bond required under AS 05.18.220 remains in force, the annual license fees have
been paid m a timely fashion, and the requirements of this section are met.
(b) A licensed owner shall undergo a complete investigation by the

department evtrv five years to determine whether the licensed owner remains in

compliance with this chapter.
(c) Notwithstanding (h) id' this section, the department may investigate a

licensed owner at anv time the department determines necessary to ensure that the

licensee remains in compliance with this chapter.
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(d)  The licensed owner shall bear the cost ol" an investigation or
reinvestigation of the licensed owner and an investigation resulting from a potential
transfer of ownership.

(e) An owner's license may be renewed only if. during the initial license
period, the voters of the municipality in which the card room is located vote in favor
of renewal of the license. A municipality in which a card room is located shall place
the question on a general or special election ballot before the expiration of the initial
license period asking the voters whether they favor or disfavor renewal of the license.

Sec. 05.18.270. Schools for training occupational licensees. This chapter
does not prohibit a licensed owner from operating a school for the training of

occupational licensees.
Sec. 05.18.280. Nature of license. An owner's license is a revocable privilege

granted by the state and is not a property right.

Sec. 05.18.290. Occupations requiring license. The department shall
determine the occupations related to card games and card rooms that require a license
under this chapter. The department shall require that an individual applying for an
occupational license may manage card operations for only one licensed owner.

Sec. 05.18.300. Occupational license; requirements; fees; duration;

renewal; compliance investigations, (a) The department may issue an occupational

license to an individual if
(1) the individual has applied for the occupational license and provided

the information required under AS 05.1 S. 130;
(2) a nonrefundablc application fee set by the department has been

paid on behalfofthe applicant in accordance with (b) of this section;
(3) the department has determined that the applicant is eligible for an

occupational license; and
(4) an annual license fee set by the department has been paid on behalf

ofthe applicant in accordance with (b) of this section.
(h) A licensed owner or an applicant for an owner’s license shall pay the

application fee of an individual applying for an occupational license to work at the
licensed owner's card operation and any renewal fees on behalf of an employee or
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potential employee. The licensed owner or applicant for an owner's license may seek
reimbursement of the application fee or annual license fee from an employee who is

issued an occupational license by the department.
(c) A license issued under this section is valid lor two years after the date of

issuance.

(d) Unless an occupational license is suspended, expires, or is revoked by the
department, the occupational license may be renewed biennially upon the paymento’
a license renewal fee by the licensed owner on behalf of the licensee, or by the
licensee in an amount established by the department and a determination by the
department that the licensee is in compliance with this chapter.

(e) The department may investigate the holder of an occupational license at

any time the department determines necessary to ensure that the licensee is in

compliance with this chapter.
(1) A licensed owner or an applicant for an owner's license shall pay the cost

of an investigation or reinvestigation by the department of a holder of an occupational
license who is employed by the licensed owner. The licensed owner or applicant for
an owner's license may seek reimbursement of the cost of an investigation or

reinvcstigation from an employee who holds an occupational license.
Sec. 05.18.310. Qualifications fur occupational license. The department
may not issue an occupational license to tin individual unless the individual
(1) is at least 21 years of age;
(2) has not been convicted of a felony under the laws of this state, the

laws of another state, or the laws of the United States;
(3) has demonstrated a level til’skill or knowledge that the department

determines is necessary to operate card games; and
() has met standards of character and fitness adopted by the

department for the holding of an occupational license.
Sec. 05.18.32(1. Application for occupational license, (a) An application for
an occupational license shall be made on forms prescribed by the department and

contain all information required by the department.
(b) An applicant for an occupational license shall provide the following
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information in the application:
(1) a statement of whether the applicant has held any other licenses

related to card rooms;
(2) if the applicant has been licensed in another stale under any other

name, the name under which the applicant was licensed in the other state;
(3) the applicant's age.

(c) An applicant for an occupational license shall submit with the application
two sets of the applicant's fingerprints. The applicant must submit the fingerprints on
forms provided by the department. The department shall charge each applicant the fee
set by the Department of Public Safety for state and national fingerprint record
searches.

Sec. 05.18.330. Restrictions on issuance of occupational license. The
department may refuse to issue an occupational license to an individual who

(1) isunqualified to perform the duties required of the applicant;

(2) does not disclose or states falsely any information required by the
application;

(3) has been found guilty of a violation ofthis chapter: or

(4) has not met standards of character and fitness adopted by the
department for the holding of an occupational license.

Sec. 05.18.340. Suspension, revocation, or restriction of licenses. The
department may suspend, revoke, or restrict an occupational licensee for

(1) aviolation of this chapter:

(2) acause that, if known to the department, would have disqualified

the applicant from receiving the occupational license;
(3) adefault in the payment of an obligation or a debt due to the state;

or
(41 any otherjust cause.

See. 05.18.350. Schools for training occupational licensees, (a) lhis
chapter does not prohibit a licensed owner from entering into an agreement with a
school approved by the department for the training of an occupational licensee.

(b) {'ruining offered by a school described in (a) of this section must be in
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accordance with a written agreement between the licensed owner and the school and
approved by the department.

See. 05.18.360. Training locations. Training provided for occupational
licensees may be conducted in a card room or at a school with which a licensed owner
lias entered into an agreement under this chapter.

Sec. 05.18.370. Convicted felons; rehabilitation; waiver, (a) An individual
applying for an occupational license who is disqualified under AS 05.18.310 due to a
conviction for a felony may apply to the department for a waiver of that
disqualification, and the department may issue a license to the person if the
department determines that the individual has demonstrated by clear and convincing
evidence the individual's rehabilitation.

(h) In determining whether the individual applying for the occupational

license has demonstrated rehabilitation under (a) of this section, the department shall

consider

(1) the nature and duties of the position for which the individual has
applied;

(2) the nature and seriousness of the offense or conduct;

(3) the circumstances under which the offense or conduct occurred,;

(4) the late of the offense or conduct;

(5) the age of the individual when the offense or conduct was
committed:

(6) whether the offense or conduct was an isolated or a repeated
incident:

(7) a social condition that may have contributed to the offense or
conduct:

(8) evidence of rehabilitation, including good conduct in prison or in
the community, counseling ur psychiatric treatment received, acquisition of additional
academic or vocational education, successful participation in a correctional work
release program, or the recommendation of a person who supervises or lias supervised

the individual,
(9) the complete criminal record ol the inuividual;

16
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(10) the prospective employer's written statement that
(A) the employer has been advised of all ofthe facts and

circumstances of the individual's criminal record; and
(B) after having considered the facts and circumstances, the
prospective employer will hire the individual if the department grants a waiver
of the requirements of this chapter.
(c) The department may not waive the requirements of this chapter for an
individual who has been convicted of committing any of the following:
(1) a felony in violation of federal law, as classified in IS U.S.C. 3559:
(2) a felony of fraud, deceit, or misrepresentation under the laws of this
state or another jurisdiction; or
(3) a felony of conspiracy to commit a felony offraud, deceit, or
misrepresentation under the laws of this state or another jurisdiction.
Article 4. Crimes.
Sec. 05.18.400. Crimes, (a) A person commits a class A misdemeanor ii the

person knowingly
(1) makes a false statement on an application submitted under this

chapter;

(2) operates a card operation in which wagering is conducted or is to
he conducted in a manner other than the manner required under this chapter;

(3) permits a person under 21 years of age to make a wager;

(4) aids, induces, or causes a person under 21 years of age who is not
an employee of the card room to enter or attempt to enter the card room;

'5)  makes a false statement on an application submitted to the

department under this chapter; or
(©) enters or attempts to enter a card room and is not an employee of

the card room and is under 21 years of age.
(b) A person commits a class (' felony if the person knowingly

(1) offers, promises, or gives anything of value or benefit
(A) to a person who is connected with the owner of a card

room, including an officer or an employee of a licensed owner or holder of an
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occupational license; and
(B) under an agreement to influence or with the intent to

influence
(i) the actions of the person to whom the offer, promise,

or gift was made in order to affect or attempt to affect the outcome ofa
card game: or

(i) an official action of the department;
(2) solicits, accepts, or receives a promise of anything of value or

benefit
(A) while the person is connected with a card room, including

an officer or employee of a licensed owner or a holder of an occupational

license: and
(B) under an agreement to influence or with the intent to

influence the actions of the person to affect or attempt to affect the outcome of
a card game or an official action of the department;

(3) uses, or possesses with the intent to use, a device to assist in

projecting the outcome ofa card game;

(4) cheats at a card game;
(5) manufactures, sells, or distributes any cards, chips, or device that is

intended to be used to violate this chapter:
(6) alters or misrepresents the outcome of a card game on which

wagers have been made after the outcome is made sure but before the outcome is

revealed to the players:
(7) places a bet on the outcome of a card game after acquiring

knowledge that is not available to all players and that concerns the outcome of the card

game that is the subject of the bet:
(S) aids a person in acquiring the knowledge described in (7) of this

subsecion for the purpose of placing a bet contingent on the outcome ol a card game;
(9) claims, collects, takes, or attempts to claim, collect, or take money

or anything of value in or from a card game with the intent to defraud or without

having made a wager contingent on winning u card game.
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(10) claims, collects, or ta’.es an amount of money or thing of value of

greater value than ihe amount won in a card game;
(11) uses or possesses counterfeit chips or tokens in or for use in a card

game;

(12) possesses a key or device designed for opening, entering, or
affecting the operation of a card game, a drop box, or an electronic or mechanical
device connected with the card game or removing coins, tokens, chips, or other
contents of a card game; this paragraph docs not apply to a licensee or an employee of

a licensee acting in the course of the employee's employment;
(13) possesses materials intended to be used in a manner that violates

this chapter.

Sec. 05.18.410. Possession of cheating devices; presumption. The
possession of more than one of the devices described in AS 05.18.400(b) as cheating
devices creates a rebuttable presumption that the possessor intended to use the devices
for cheating.

Article 5. General Provisions.

See. 05.18.500. Stale gaming fund. There is created in the general fund the

state gaming fund. The state gaming fund consists of all revenue received from card

room activities under this chapter and all other money credited or transferred to the

fund from another fund or source.
Sec. 05.18.900. Definitions. In this chapter.
(1)  "card game" means a non-banking card game listed in

AS 05.18.010(b);
(2) "card operation" means the conduct of card games in a licensed

card room;
(3) "card room" means a structure in which card games authorized

under this chapter are conducted by an owner licensed under this chapter;

(4) "cheat" means to alter the selection of criteria that determine the
result of a card game or the amount or frequency of payment in a card game;

(5) "department" means the Department ol Revenue;

(6) "gross receipts" means the total amount of money exchanged for
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the purchase of chips or tokens by card room patrons;
(7) "intentionally" has the meaning given in AS 11.81.900;

(8) "knowingly" has the meaning given in AS 11.81.900;
(9) "license" means a license issued by the department under this

chapter;
(10) "licensed owner" means a person that owns a card room who is

licensed under this chapter;
(11) "licensee" means a person holding a license issued under this

chapter;
(12) "owner's license" means a license issued under this chapter that

allows a person to own and operate a card room.
*Sec. 3. AS 11.66.280(2) is amended to read:

(2) "gambling" means that a person stakes or risks something of valu

upon the outcome of a contest of chance or a future contingent event not under the
person's control or influence, upon an agreement or understanding that that person or
someone else will receive something of value in the event of a certain outcome;

gambling" does not include
(A) bona lide business transactions valid under the law of

contracts for the purchase or sale at a future date of securities or commodities
and agreements to compensate for loss caused by the happening of chance,
including contracts of indemnity or guaranty and life, health, or accident
insurance;

(B) play ing an amusement device that
(i) confers only an immediate right of replay not

exchangeable for something of value other than the privilege of

immediate replay; and
(if) does not contain a method or device by which the

privilege of immediate replay may he cancelled or revoked; or
((*) an activity authorized by the Department of Revenue under
AS 05.15 nr AS 05.18:
*Sec. 4. AS 44.64.030(a)(2) is amended to read:
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(2) AS 05.15 and AS 05.18 (charitable gamine: card rooms):
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("or our roto/oneo case, wo used Ihe deration otVv.inicipntty" in AS 2971 800 (cities and ocroughs) nnd the ApM 1.2000 U.S. Census lo
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tue Investigation, posting of a $530,000 cash bond and b annua' occupational ‘iconsirg fees tn bo ret by tho department
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Mh) SC4 forrencwa'’s {for Alaska's bl.imuiM icunsostnls wcuid tMnstate ir.io $1/5'$61-$259 ir.it al y and $84*$34 $168 for renewals) W.)
.i*euto ib.it Wasli.ngton's average ot 07 card rocm occupations! 'censes per tab'e will ho'rl in A'aska and that after tho first year. ,i’l of tho
licenses wi | be renown's. We assume that. | ko m Wash rrgtO™. ,]l jaunrg om| loyocs w.ll bo cove'trd but non-gatr.Ing omp'oyoos such os
It;. tr rulers w 'i not ro"i. ro license™ A signi‘cant vurljb'n a‘fcctmg revenuor. would be ihe actual njinoer of tables card rcoms would bnvo
[r.>1S (Ltfcu lIn b-tm.n'c. os In Caltnm d ron barked card rcoms r.irgo I’'om @ Sing'c tabic lo 243 in tho Commerce Casir.o in Los An.ge'es
wih tho average being M 3 tadcs pe' card 'oont. Ono cr more very largo card rooms in A’aska could s3n hcantiy boost tevonuos.

f)r.oli'bv> nr-otIns b. linsh.ict* Inc dnpa't rent lo Set rnaxirpum wager* for caid loom.. tli m -ur.hct pn along with any maximum fake ftrjld
hove nn until 0.1 tho rovm-e genoralod ty potential card rocou. In Wash'rgion, no- b.inxed card room wagers .re capped at $20 por
pr.iyolpor round, ar t}rase; mo capped nt $10 po: player par hour or $1 pe’ player per hard or tOV, of the po: up to $5 Annual gross
rover'll) to carJ 'dons per non barked t.nb'o in War.hir.gton it. $162,000 In Cal.fomui, troie aro no rrnonur.s placed on r;ncs or wagers,
.end tho (iii 'ua' g’oss rc/w -fl per no.n-b.v'ked lab 0 is oboat S405.C00

lh s It Il st.pii'atCi b at caid 00N s m.wt tintJ at le.i*-t one taid tnurname -t per qu.eter wiln g’oss p'oreedt. don.i'ed 0a nc.njHof | group

| I T, Mu/v ir r.bles ti atwi.-u'dhr Ip detune,re ".fw to'.a amount gur e’ated fr.r cnor | us, mclud ng tn* nurrler olc.ud room*, lho number
<4la’ilcs nnd rules nnJ regu at ons adopted by bo dopailmort A]lO, "gross proceeds* Is rot dot,nod in the M1 so 4 is unc'car it pnxos or buy
| .(-0.im'u wuu'd t =« mi'oded .rshie; calculation tr fd.iJtigjo the usa'.ign Texas Hold Cm toomai mnt gereules $2,020 in rovonjo and
$1,09 it (ViiflIn t' .Vipes, wth a $500 por person ('0' day pn:« »;nt. Ar ypr zo limits in A a»kj wooid bo determined by the dcpa'tmenl and
I ay ir,flien.o Ue prof'abll 1/ Cf lauTiamcnts. 1la 2005 arte'e ritho f305!or10ube, card tujm.voent sjpp icr 5f ko S"onhy cvt/i'jlodtluil "A
W. runtoum.n ecrit w i attract up to 200 p'v.yo’s, caiti of wtiom pays a $100 ent/unco fro | | A tourn.nrieot of dial 670 can offer t-oN of
$5.f.nOfo’ lhe fi'Jt p'ace p ayer tmda lew UrOUMi-d'or tn« :«cord a-d ttvrd a-d sb'l gei.ernle StC.O00 fr.r p e ihjr tyafnr expenscA "

Cost Discussion

The costl ofin p1rr.oning bis t: uare 4ftcutto tut f ult oticauso wo do hot know I-v number no’ trxe ot pi/nri at cud rooms Given bin
0: Sumption* In oof fdvem.n d kCu'.viun, wo »'s( c|..itu i ]'i.].Ct‘O.]l person-el cost* ond fo'alvd o*|iond loros wou'd tm necessn-y lo

nwo'’.-i ib , Irxri.".d ondrejua’o up to 15 Ca-d roems AJiO aLoul $5,933 ,n R5As to Publ CSu'et/fo’ flngc'pnn! background checks wmnd
l,o'e ;jrod le.rcl' tJhiii>rr, lastuming 15tab es tn uv C 7 ntrp'o>*c» tn Lib'H IrnuS $59 por emp uyoc) Tr 0 t eisofu cl tost* .mufo’ Il

litvuvt gotif IV. lu if li.v-sbjjb'e In* and on A'inint e« lll. [ia»rd ihi tlio p.pvr unto of other state* ar.d Out own ospCf oiKe. Uet ttat
s'i/u'd bu sutf.C'i'nt tj ,nvoit.g.ito acor to onJ reguiulv up lo 15t.ud rooms w Pinn average cf 15l.il'ot oac'i. A to fisvrglwulo.irs of
irvosl g«(> »would O't-rC t' al liiits txyuld be ju ... ", dur alnejn of Card loom nporal ons (OSSumed fo bo 12 (10neonto 2 03 am) If

lint t.ud iiAVnb e u la'ge* on aver.150 bb i 0 * u*Sursisnt 15fjL tr». wo wejk! regqum Oxtd'mxio’ kljff and 'esou’ces fn investflalnn.vj
f jalien WoddMI 1 <udo a y additicn,. covLi (natwoc‘4 be Incu” eJty reun c palrt ei as aresult Ofth.sb"

r.o,.rc«'. Cal'frvn a D vii'on of Gfl i bl r.g Conl'Oi, V :h gan Statu Cr nntal'c Cjm nj Oiv slo-i f/smtare Gamti'e.g CortrotU.nt. .
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LAW OFFICES

Gross & Burke
A PROFESSIONAL CORPORATION
224 FOURTH STREET, SUITE 3
JUNEAU. ALASKA 99001

SUSAN BURKE TELEPHONE: (9071 586-2777

AVRUM VI. GROSS (RETIRED) FACSIMILE: (907) 58C-3080

April 25, 2005

Perry Green
130 W. 4th Avenue
Anchorage, Alaska r 7501

Re: Effect of HB 272/SB 165 (Card Rooms) un Indian Gaming in Alaska
Dear Mr. Green:

You have asked what effect, if any, the enactment of HB 272 or SB 165 would
have on Indian gaming in Alaska. More specifically, you have asked me to address two
questions:

(1) Would the enactment of HB 272 or SB 165 “open ’he door” to allow Indian
tribes in Alaska to operate casino type gaming operations - referred to in the
federal Indian Gaming Regulatory Act (“IGRA™) as “Class I11” games?

The answer is no. As discussed below, all of the card games authorized in HB
272 and SB 165 are Class T games for purposes of IGRA. IGRA authorizes
Indian tribes to operate Class Il games only if state law docs not prohibit them.
Alaska law currently prohibits all forms of Class 111 gaming, and nothing in either
bill would authorize Class Il games. So long as Alaska law continues to prohibit
Class Il games, IGRA would not authorize Indian tribes to operate them within
Alaska.

(2) Would the enactment of MB 272 or SB 165 “open the door" to additional
Class Il Indian gaming in Alaska, beyond what is already authorized under
existing law?

The answer is no. As discussed below, Alaska currently allows certain
organizations and entities to conduct various types of Class Il gaming under AS
05.15. including bingo, pull labs, raffles, lotteries and various lottery type
“classics,” such as icc classics, rain classics, and salmon classics, among others.
In addition, Alaska’s criminal 1 exempts players engaged in social gambling,
including players in social card games, from the criminal prohibitions against
gambling in the state. Because Alaska currently allows Class Il gaming,
including card games. IGRA would allow Indian tribes to operate the types of
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Class Il card games allowed in HB 272 and SB 165 on Indian lands in Alaska -
even if neither ofthose hills were enacted.

. Briefoverview of the Indian Gaming Regulatory Act.

The federal Indian Gaming Regulatory Act (“IGRA”), 25 U.S.C. 2701 et seq.,
provides authority for Indian tribes to conduct certain gaming operations on Indian
lands.1 There are three classes of games under the Act.

~ Class I games include social gaming for minimal prizes and traditional Indian
gaming conducted at ceremonies or celebrations. Tribes may conduct Class | games on
Indian lands without oversight by the Indian Gaming.

Class I games include bingo, lotto, pull-tabs, punch boards, tipjars and non-
banking card games. Non-banking card games are games in which only the players may
make wagers on the outcome, in contrast to “banked” card games such as blackjack,
baccarat and chemin de fer, where the player effectively plays inst the house or
another banker and the house or hanker collects money from losers and pays winners.
Indian tribes may conduct Class Il games on Indian lands if the tribe adopts an ordinance
authorizing the activity and receives a permit from the Indian Gaming Commission.
IGRA imposes various regulatory requirements on Class Il gaming and restricts the uses
of revenues from Class Il gaming operations.

Class 111 games include casino type gambling, electronic or electromechanical
facsimiles of any games of chance, slot machines, pari-mutuel horse and dog racing, and
all other forms of gaming that are not Class 1 or Class Il. For states lo utcd within the
federal Ninth Circuit (including Alaska), Indian tribes may conduct a Class 11J game only
i the slate permits the particular type of game that the tribe seeks to operate. Rumscy
Indian Rancheria of Wintun Indians v. Wilson, 64 F.3d 1250 (9 Cir. 1995). Class Il
games, if they arc allowed by the state, may be conducted only in conformity with a
negotiated tribal-state compact entered into by the tribe and the state.

Il. Enactment of MB 272 or SB 165 would not “open the door” to Class 111 Indian
Gamirm in Alaska.

HB 272 and SB 165 are identical hills that would authorize, r ider various
limitations, the operation of card rooms in Alaska for the purpose of playing one or more

1 IGRA icsincts Indian gaining to activities conducted nn "Indian lands " Ihis is asignificant
restriction, and is discussed briefly in Tati [V of this opinion, beginning on page %1



Perry Green
April 25, 2005
Page 3

specified “non-banking” caid games2. The specified games are poker, pan, rummy,
bridge and cribbage. Since the only games allowed under the bills are non-banking
games, they would be considered as Class Il games and not Class 11l games.

IGRA allows Class Il Indian gaming activity only if the activity is “located in a
State that permits such gaming for any purpose by any person, organization, or entity.”
Alaska currently does not permit any type of Class Il gaming activity, and nothing in
either HB 272 or SB 165 would constitute such permission. Kathryn L. Kurtz,
Legislative Counsel, recently provided an opinion to Representative Pete Kott in which
she concluded that HB 272 would authorize only Class Il games and would therefore not
provide a basis for any Class Il Indian gaming in Alaski ~ Memorandum from Kathryn
L. Kurtz to Representative Pete Kott, April 21, 2005.) 1 agree with her analysis, and
rather than repeat it here, | have attached r.copy of her opinion to this letter.

[11. Authority of Indian Tribes to Conduct Class Il Card Games under Existinn
Alaska Law.

IGRA, in 25 U.S.C. 2710(b)(A), allows an Indian tribe to engage in Class Il
gaming on Indian lands within the tribe’s jurisdiction if

such Indian gaming is located within a State that permits such gaming
for any purpose by any person, organization or entity (and such gaming
is not otherwise specifically prohibited on Indian lands by Federal law).

AS 05.15 currently allows charitable organizations and municipalities to conduct certain
games that would be included within IGRA’s definition of Class J1 games - specifically,
bingo, pull tabs, raffles, lotteries and various lottery type “classics” such as the Ncnana
Ice Classic. Additionally, Alaska’s criminal code exempts from prosecution for
gambling offenses "a player in a social game.” AS 11.66.200. “Social game” is defined
in AS 11.66.280(9) as “gambling in a home where no house player, house bank, or house
odds exist and where there is no house income from the operation of the game.”

There are two alternative bases for concluding that IGRA would permit Indian
tribes to operate the types of card games authorized und ;r HB 272 and SB 165, even if
neither bill were enacted. The first is that under the authorizing language quoted abv ve,
Alaska allows “such gaming” - that is, Class Il gaming - of several types. It docs snot
matter that f’lass Il gaming activity is limited to charitable organizations and
municipalities. Alaska need only authorize these games for “any purpose by any person,

* Both hills, -t page 2. line 1 make it dear thai the specified card games are "non-banking " Ihe
Senate Labor & Commerce Committee Substitute for SB 16 contains additional language to further
emphasize that only "nan-banking" games are allowed The committee substitute, at page 2, lines 1B and
19, provides that wagers may be made only by a player wit-. respect to lus or her own game and that
players may not make a wager on behalf of another individual
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organization or entity.” As noted above, the Ninth Circuit Court of Appeals has ruled
that for a Class Il game, IGRA authorizes it only if state law permits the same type of
game that the tribe seeks to operate. The Court has indicated however, that for Class Il
games, a less stringent standard will be applied, and a tribe may operate a Class Il game
if the state permits any person, organization, or entity to operate any Class Il game. See,
Rinisey Indian Rancheria ofWintun Indians v. Wilson, 64 F.3d at 1258 n. 4. Under this
analysis, IGRA would authorize Indian tribes to operate Class Il card games solely by
virtue of current law authorizing charitable organizations and municipalities to operate
certain Class Il games.

Alternatively, it maybe argued that the Rumsey analysis should not be applied so
broadly where Class Il card games are at issue. That is because IGRA makes a
distinction in its definition of Class 1l games between bingo, pull tabs and other bingo-
iike games on the one hand, and card games on the other. Specifically, IGRA defines
Class Il card games as games that “arc explicitly authorized by the laws of the State” OR
that “are not explicitly prohibited by the laws of the State and are played at any location
in the State, but only if such card games are played in conformity with those laws and
regulations (ifany) of the State regarding hours or periods of operation ofsuch card
games or limitations on wagers or pot sizes in such card games.” 25 U.S.C.
2703(7)(A)(i1)(1) and (I1). Current Alaska law meets that definition.

While current Alaska law does not “explicitly” authorize non-banking card
games, it clearly doc* not “explicitly” prohibit them, because of the exemption in AS
11.66.200(b) from prosecution for players in social games. Moreover, since non-banking
gambling is allowed in Alaska by players in homes, existing law allows for gambling on
card games “at any location in the State.”

Thus, Indian tribes are authorized under IGRA to operate non-hanking card games
under Alaska law as it exists today. Enactment of either 1113 272 or SB 165 would not be
required as a prerequisite to that authorization

V. Territorial Restrictions on Indian Gamine in Alaska.

Even though IGRA would authorize Indian tribes to conduct Class Il card games
in Alaska under existing state laws, there are additional restrictions in IGRA that may
serve to minimize the proliferation of such gaming in Alaska. Indian tribes may conduct
Class Il 'and Class 111 gaming operations only on “Indian lands.” Indian lands are defined
in IGRA. 25 U.S.C. 2703(4). as:

(A) all lands within the limits of any Indian reservation; and
(13) any lands title to which is either held in trust by the United

Stales for the benefit ofany Indian tribe or individual or held by
any Indian tribe or individual subject to restriction by the
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United States against alienation and over which an Indian tribe
exercises governmental power.

In Alaska, the only lands within an Indian reservation are those within the
Metiakatla reservation. The Alaska Native Claims Settlement Act revoked all other
reserves set aside for Native use and lands conveyed to regional and village Native
corporations are held in fee simple by each corporation. Native corporation lands, then,
do not fall within the definition of “Indian lands” because they are not within an Indian
reservation, they are not held in trust by the United States, and they are not subject to any
restrictions on alienation or sale.

Another category of lands that arguably might constitute “Indian lands™ are
various Alaska village town sites. While these lands were at one time held in trust, they
have since been rc-conveycd to the villages in fee simple and arc tow free of any prior
restrictions on the sale of these lands. As aresult, village town sites would not qualify as
“Indian lands” for purposes of IGRA.

The last category of lands that may constitute “Indian lands” under IGRA arc
indh “dual Native allotments. There are a number of parcels of land in this category
scattered all over the state, and most, if not all, are held by individi al Natives and arc
subject lo federal restrictions against alienation. Thus, Native allotments would likely
meet two of the three requirements needed to qualify as “Indian lands.” What is less
clear is whether Native allotments would meet the third requirement that the Tribe must
“exercise governmental power” over the lands. This is a complex issue, however, and the
result would depend on the facts surrounding the particular parcel in question and the
extent to which a recognized tribe actually exercises any governmental powers within the
boundaries of that particular parcel.

Please let me know if you have additional questions.

Very truly yours,

Susan A. Burke
SAB:ps

Enclosure
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MEMORANDUM April 21, 2005
SUBJECT: Card Rooms and Indian Gaming (HB 272)
TO: Representative Pete Kott

FROM: Kathryn L. Kurtz 'AL "'

Legislative Counsel

You asked whether this bill would affect Indian gaming in Alaska. 1do not think this bill
will open the door to class three gaming.

The federal Indian Gaming Regulatory Act (IGRA), 25 U.S.C. § 2701 et seq., gives
Indian tribes the authority to conduct gaming and gambling on Indian lands. The Indian
Gaming Regulatory Act divides gaming into three classes:

(1) Class | gaming includes social gaming for minimal prizes and
traditional Indian gaming conducted at ceremonies or celebrations;

(2) Class H gaming includes bingo, lotto, pull-tabs, punch boards, tip jars
and non banking card games, as well as banking card games operated on
or before May 1, 1988;" and

(3) Class Il gaming includes casino-type gambling, pari-mutual horse
and dog racing, lotteries, and all other forms of gaming that are not class |
or Il gaming.

Class | gaming on Indian lands is within the exclusive jurisdiction of the tribes and is
excluded from the provisions of the IGRA. Class Il gaming on Indian lands is within the
jurisdiction of the tribes but is subject to the provisions of the IGRA, including oversight
by the National Indian Gaming Commission. For example, an Indian tribe seeking to
conduct bingo games could choose to do so under the authority of state law or could do

1Class Il gaming docs not inchiuwi

(i) any banking catd games, including baccarat, chemin de fcr, or
blackjack (21), or

(i) electronic or electromechanical facsimiles of any game of chance or
slot machines of any kind.

25 U.S.C. § 2703(h).
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s0 separately under a permit from the National Indian Gaming Commission. Class Il
gaining activities are lawful on Indian lands only if authorized by a tribal ordinance or
resolution, the activities are conducted on lands located in a state that permits such
gaining for any purpose by any person, organization, or entity, and the activities are
conducted in conformance with atribal-state compact entered into by the tribe and state.

The Act provides a framework for negotiation of a tribal-state compact —the tribe
requests the state to enter into negotiations; upon receiving such a request, the state
"shall" negotiate with the tribe in "good faith" to enter into such a compact.

There has been a good deal of litigation involving the various provisions of the IGRA
since its passage. Some of that has involved the definition of “Indian lands." Although
Alaska has only one remaining reservation, it is not safe to assume that there are no other
"Indian lands" in Alaska. There certainly are parcels that are held in trust by the United
States that might qualify for purposes of IGRA.

This underscores the significance of the differ: nee between class I and class in gaming.
If the legislature permitted class EI gaming in state law, it would pave the way for tribes
to conduct class 111 gaming on Indian lands under federal law. However, HB 272 permits
only non-banking card games, specifically poker, pan, rummy, bridge, and cribbage
games. Poker falls under IGRA's definition of class Il games. 25 C.F.R. 502.3; National
Indian Gaming Commission Opinion dated June 17, 1999, Re: Game Classification
Opinion - "Poker Club.3" House banked card games, such as blackjack and baccarat, as
well as player banked games, such as chcmin dc fer, are class Il games, 25 C.F.R. 502.4;
National Indian Gaming Commission Bulletin No. 95-1, April 10, 1995, but those types
of games arc not permitted incard rooms under HB 272.

[vLKmed
05-284.med

3 According ;o this National Indian Gaming Commission opinion, "Banking games, as
commonly understood and defined in the NIGC regulations, arc games in which the
banker (usually the house) takes on, that is, competes against, all players, collecting from
losers and paying winners. See 25 C.F.R. 502.11(c). Conversely, non-banking card
games arc games where players play against each other. Poker is the typical example of a
non-banking card game." Th; opinion went on lo conclude tha'. the proposed poker club
would constitute class Il, rather than class Il gaming: "[A]s proposed, the players in the
Nation's Club would play against each other in a non-banking format, not against the
house or other banker. Turning Stor.e and its dealers would not have an interest, financial
or otherwise, in the outcome of any poker game. TI is, the peker games to be played 4,
the Club qualify as non-banking card games."
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Sponsor Statement
for
House Bill 272
An Act relating to card rooms and card room operations

The growing popularity of poker is obvious to who have recently surf TV channels. Many
networks, from HSPX to the Travel Channel, are regularly televising Texas Hold 'em tournaments
and enjoying skv rocketing ratings and subsequent advertising revenues. Men and woman, old and
voung are joining the poker trend, which shows no signs of slowing. Due to this growth in interest,
the intent of HB 272 is to allow social card games to be played in a tightly controlled public
environment. Alaska can address the trend and bring this popular pastime into complianc- with the
safety and revenue laws of the state.

L'nder 11B 272 card rooms woul< be limited to boroughs with a population of 30,000 or more and
only one card room establishment per 30,01)0 people. These card rooms would be limited to players
21 years of age or older, and they would only offer non banked card games such as poker, cribbage,

rummy, etc.

In addition to the taxable revenue generated by the card rooms, food and drink purchases, and table
charges, the establishments would also pay S10,000 per table annually to the state and would be
required to hold quaiterly tournaments to benefit a non-profit educational institution or group. As
part of the licensing procedure, the card room operators would also be responsible for covering the
administrative cost of licensing and subsequent enforcement through a $25,000 application fee.

In addition to the revenue and job creation, regulated card rooms would allow lor players to enjoy
their hobby in a safe regulated environment rather than playing in an unsavory, and often unsafe
"back room.” (Currently many players, in addition to their friendly home game, play in underground
games where the “house" takes in large profits with little assurance of "fair” play. Although not an
everyday occurrence, platers at these games have in the past been held up at gunpoint with little
recourse because of the shady and illegal nature of the game.

Bv recognizing this trend and the fact that we already allow this type gaming in our homes, Alaska
can address the issue head on and make card games a legitimate, safe, social activity that will increase
revenue and job opportunities while minimizing the negative effects of underground gambling.



FISCAL NOTE

STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Nole if correction):

Titio Card Rooms & Operations
Sponsor Representative Kott
Requester (H) L&C

Expenditures/Revenues

Note: Amounts do not include inflation unless otherwise noted below.

FY 2006  FY 2007

OPERATING EXPENDITURES
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING : .

CAPITAL EXPENDITURES )

Changeinrevenues | )

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type- Do not abbrovialo)
TO 0.0

0.0

0.0

Estimate of any current year (FY2005) cost:

Fiscal Nole Number: 1

Bill Version: HB 272
(H) Publish Date: 4122105
Dept. Affected: Revenue 04
|RDU Treasury and Tax
Component Tax Division
Component No 2476
(Thousands of Dollars)

FY 2008 FY 2009  FY 2010 FY 2011

* N *
A ' - .
(Thousands of Dollars)
0.0 0.0 0.0

0.0

Chock this box (X) if funding for this bill is included in tho Governor's FY 2006 budgot proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:

(see attached)

(Attach a separata papc itnocossary)

Prepared by  Larry Moyers & Droit Fried

Division Tax Division
Approvod hy:  J-'rry Burnett, Special Assistant to tho Commissioner
Agoncy Dopartmont of Rovonuo

Phono 465-2320
Date Time 4/1/2005

Dato

Page lof_2.__



FISCAL NOTE #1

STATE OF ALASKA BILL NO. HB 272
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

Rovonuo Discussion

This bill would logalizo non-bankod card rooms in Alaska, with Ihe caveat that *lho total number of owner's licenses issued in a municipality
may not oxccod lhe total population of lhe municipality divided by 30,000". A non-bankod card room is ono in which players compote against
each other rather than against tho house and tho house has no stake in tho outcome of a gamo. Texas Hold-Em poker Is an examplo of a
gamo that might be played In a non-banked card room. It Is not clear If "the most recent federal census information” refers to the Deccomal
Census or the most recent estimate by the U.S. Bureau of Census for purposes of determining tho number of card rooms allowed. Wo used
tho April 1, 2000 U.S. Census to determine that a maximum of 13 card rooms would be possiblo under this bill: P in Anchorage, 2 in tho
Fairbanks North Star Borough, 1 InJuneau, 1 Intho Konal Peninsula Borough and 1 in the Matanuska-Susitna Borough. If wo were instead
to use the July 1.2004 annual estimates of population from tho Census Bureau, then 15 card rooms would bo possible: 9 in Anchorago, 2 In
the Fairbanks North Star Borough, 1in Juneau.1l in the Kenai Peninsula Borough and 2 in the Matanuska-Susitha Borough. Wc assume tho
definition of "municipality” in AS 29.71 800, wt Jh includes first-class ana nome-rulo 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 operato a card room is a business decision that will bo made by potential licensees. Second, under this bill Ihe department is given
authority to set many rules and regulations that will affect lhis business decision. Third, the fees Imposed on card rooms in difforent steles
and localities vary widely and make comparisons lo Alaska difficult. For examplo, the stato of Montana charges a processing foo to cover tho
cost of determining whether to issue a license plds S250 for the first table and S500 for each additional table. Washington charges S3,650 for
up to 5 tables and S1.06C por additional table up to a maximum of 15, plus any investigation costs exceeding tho license fees. SB 165
imposes an owners license foo of 525,000 to apply for a five-year license plus an annual 510,000 per lablo foe, Operators are also
responsible for investigation costs that exceed the portion of the S2f 000 fee that is assessed for tho investigation, and the department is

authorized to set occupational licensing fees.

Based on several assumptions, wo ostimato that the maximum of 13 card rooms In Alaska would generate about 52,5 million in for s for tho
state in tho first yonr. During years 2-5, we estimate tho maximum of 13 card rooms In Alaska would generate S2.1 million In annu.J fees for
tho state These ostimates assume that there will bo the maximum of 13 card rooms with an average of 15 tables each (15 is Ihe maximum
avowed in Washington and in California tho avorago is 14.3). All card rooms aro assumed to pay their owner's license fens in tho rirst year
ond would not transfer ownership over the 5 year license period. Those eslimatos also assume an occupational licencing systom similar to
Washington, where annual licenses aro 5175 initially and S84 for renewals. We assumo that Washington's avc -ago of 6.7 gaming employees
por table will hold in Alaska and that after tho first year, two-third: nf tho licenses Will bo renewals. Wo assume that, like in Wash ngton, all
gaming employees will bn covered out non gaming employees such as bartenders will not require licenses. Of course, a significant variablo
affecting revenues is the actual number of tables any individual card room would havo. This is difficult to ostimato, as in California non-
bankod card rooms range from a single table tn 243 in tho Commerce Cosmo in Los Angeles with tho avorago being 14 3 lablos per card
rocm. Ono or more very largo card rooms In Alaska could significantly boost rovonuos California and Washington 130 useful comparisons

because both stales have data available specifically for non-banked card rooms.

This bill stipulatos that card rooms must hold at least ono card tournament por quarter with proceeds donated to a nonprofit group, There aro
many vanablos that would help dolormino tournament procoods, including tho number of card rooms, thu number ot tables, rules and
regulations adopted by tho department, and other factors In Michigan tho average Texas Hold-Em tournament goneratos 51.099 in profit for
chanties, with a S500 per person por day prize limit Any prize limits In Alaska would bo determined by tho department and may Inlluonco tho
profitability of tournament:! In on article in the Boston Globo, card tournament suppliur Miko Sheehy estirnatod that "A well-run tournament
will attract up to 200 playors, each of whom pays a 5100 entrance foe (. ] A tournament of that size can offer pots of 55,000 (or tho first-placo
player and a few thousand for the second and third nnd still generate $10,000 tor the charity alter oxponsos *

Cost Discussion

Tho costs of implementing this bill aro difficult lo ostimato bocauso wo do not know the number nor size ol potential card rooms Givon tho
assumptions in our revenue oisc rssic-" wo wt. jid anticipate $440,600 in total costs with $3/1,600 tn personnel cosls and related
expenditures ond S77 000 in RSAs to Public Safety for fingerprint background chocks Tho porsonnol costs oro for nn Invosligntor IV. four
Invostigator IllI's and an Admin Clurk 1ll  Based on Itiu uxperienro of other stales and our own experience, this staff should bo sufficient lo
investigate, liconsu and regulate up to 13 card rooms wilh an average of 15 tables each Also having two looms ol investigators would
ensure mat teams could tie availablo during all hours of card room operations (assumo. lo bo 12 00 noon In ? 11 am) If tho card rooms am
larger on overage than the assumed 15 tables wo would require additional staff and resources for mvosbgi od regulation Wo did not
include any ndd'bonal costs that would be incurred by municipalities as a result of this Bill.
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HB 272 - "An Act relating to card rooms and card operations."

Possible gross sales & employee information for card room operations

54 Rake 1

Tables 5 10 15 25 50 100 150

590/hr avg 5450.00 5900.00 51,350.00 52,250.00 54,500.00 59,000.00 513,500.00
54,050.00 58,100.00 512,150.00 $20,250.00 $40,500.00 581,000.00 5121,500.00

9hrs/day avg table use
Yearly Sales* 51,478.250.00 52,956,500 00 54,434,750.00 57,391,250.00 514,782.530.00 529.565.000.00 544.347,500.00

‘exclusive of non-card game operations

Avg # Employees Per Table 4.5 4.5 4.5 4.5 45 4.5 4.5
Total Number of Employees 22.5 45 67.5 112.5 225 450 675
Types of Employees

Dealer (Mimum Wage +Tips) 5250-300/day *

Cashiers (part-time) 510/hr*

Janitorial/Maintenance 58/hr’

Security 510/hr*

Brushperson 510/hr *

Shift Manager S45,000/yr *

Card Room Manager 565,000/yr *

‘P'us Benefits





