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FISCAL NOTE # 2

ANALYSIS CONTINUATION
P lea se  s e e  below for a discussion of revenue and costs.
REVENUE
There are three U.S. s la tes which expressly allow Calcutta pools: Montana, Wyoming, and North Dakota. Of 
these, the only state that maintains statistics on its Calcutta pools is North Dakota. North Dakota's statutes 
regarding Calcutta pools are very similar to CSHB 61. For instance, both North Dakota and CSHB 61 regulate 
Calcutta pools a s  gam es of chance; both stipulate an age  requirement of 18 or over; both limit Calcutta poo's 
to amateur and professional sporting events held in the state; and both disallow calcuttas for youth events or 
academ ic sporting events. Calcuttas also compete with bingo and pull tabs in both states . In addition, 
Alaska's adult population (18+) of 467,206 is very c lose to Noith Dakota's 4 9 5 ,4 11 adults.
Although there are many similarities between the structure of the Calcutta gam es and the potential gaming 
population in both states, there is one significant difference. North Dakota has at least five Indian cas'nos in 
addition to bingo, pull-tabs and calcuttas. and is bordered by three s ta le s (Minnesota, South Dakota and 
Mor,' -. a) with casino gambling or video lottery t e rm in a lA la s k a  has none. For this reason, we believe the 
introduction of Calcutta gambling has the potential to have the biggest impact on charitable gaming since the 
legalization of pu"-tabs in 1988. For instance, it is theoretically possible lo have a s  many Calcutta's on a single 
major Alaskan sporting event such a s  the Iditarod, a s  there are organizations holding gaming permits 
(approximately 1,250).

In FY 2004, gross proceeds from North Dakota's calcuttas were 5204,679. If we a ssum e the sam e level of 
Calcutta pools in Alaska. Calcutta net proceeds going to qualified organizations would be (5204,679 x 30%) 
S61.404. New revenue to Alaska would be 5614 (the 1% of net proceeds fee). Clearly, even  if Calcutta pools 
were significantly more popular in Alaska than in North Dakota, revenue to the state would still be very small. 
For every million dollars wagered on a calculi'. Alaska's revenue would increase by 53,000. However, the 
sam e amount of w agers would increase the net proceeds of qualified organizations by $300,000.

EXPENSES

Initially, we expect that the p a ssag e  of this legislation will yenerate great interest in :ts fundraising potential 
and result in the issuance of approximately 700 additional permits, considerable s'aff time dealing with 
numerous inquiries regarding licensing, accounting issues, and game rules, a s weli a s , audits, complaints, 
and on site inspections.

If Calcutta's are a s  popular a s  projected, we will need to add art Administrative Clerk III, at an annual cost of 
$48,900 for personal services, 51 .000 for supplies, and 53,567 for contractual services.

STATE OF ALASKA BILL NO. SC S  CSHB 61 (L&C)
2005 LEGISLATIVE SESSION
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S E C T IO N A L  A N A L Y S I S  
IIB  61

"An Act relatinst to Calcutta pools and crane classics as a form o f charitable xaniinx ”

Section 1 -  Amends AS 05.15.080(a) by adding a Calcutta pool as an exception lor not 
subm itting a report to the department if a Calcutta pool is, in fact, the only activity 
conducted by the qualified organization. (Or a Calcutta paid added to pn,i>c 1, line I V 
and page 2)

Section 2 -  Amends AS 05.15.080 by adding a new subsection. The purpose o f this 
subsection is to require those holding Calcutta pools to file a report (b reach  pool 
conducted on a form prescribed by the Department o f Revenue.

Section 5 - A m ends AS 05.15.100(a) by adding c ran e  classics. C alcu tta  pools (added to 
pajte 2. line 17) to the list o f activities that are permitted by the Departm ent o f Revenue if 
the m unicipality or organization qualifies to hold such an activity.

Section -I -  Amends AS 0 5 .15.100(c) by clarifying that an operator's license may not be 
issued to any person to conduct a Calcutta pool. The Calcutta pool must be overseen by 
an individual who is directly involved with the organization holding the pc mil. (Other 
than a Calcutta paid, was added to paste 2, line 21 and paste 2, line 2-1)

Section 5 -  Amends AS 05.15.115(c) by adding c ran e  classics (added to p a s t e l i n e  I ) 
lo distinguish the difference between these particular activities among others listed in this 
section.

Section 6 -  Amends AS 05.15.100(d) by adding o r  ( ’a lcn lta  pools (nuitc 5. lines •/ A5) 
to the types o f activities that are not under a category a gam ing activity that my not 
exceed 0 0  percent o f the adjusted gross income from that activity, (tins is further 
clarified in the next section)

Section 7 -  Amends AS 05.15.160 by adding a new subsection (e) that clarities that the 
total am ount o f expenses that may be incurred and prizes that m ay be awarded in 
connection with a Calcutta pool may not exceed 50 percent o f the pool o f wagers.



Therefore, guaranteeing the permittee/charity receive no less than 30 percent of the pool 
o f wagers/money raised.

Section .S -  Amends AS 05.15.180(h) by adding crnne classics. C a lcu tta  pools (paste 3, 
line 16) to the list o f  activities that can be licensed by the departm ent if they were not in 
existence before January 1, 1959.

Section 9 -  Amends AS 05.15.180 by adding a new subsection (h). This subsection 
clarifies that Calcutta pools may not be conducted for elem entary, secondary, 
postsccondary, or youth organization sporting events. The organization holding the 
Calcutta pool may not accept a wager on a com petitor unless the com petitor is at least l«S 
years of age. And a person may not place wager on a com petitor unless the com petitor is 
IS years o f age or older. This subsection also clarifies that a Calcutta pool may not be 
conducted unless the rules fo ra  Calcutta pool are n"blicly  posted and available to all 
participants in the pool. And only one Calcutta p< ol can be conducted per event and the 
Calcutta pool permits are limited to the organization conducting the event. For c.xampie, 
the only Iditarod Committee can hold a Calcutta fo r  the hlilarod.

Section 111 - Amends 05.15.690 by adding new paragraphs that clearly define a Calcutta 
pool and crane classic.



THE
FOLLOWING
DOCUMENT(S)

ARE
POOR

ORIGINAL
COPIES



- 1 5 - 0 4  C l : 2 t a  f  1011-INCOlE EXCISE AIDIT MMIliG (KI T  S074GS3CJ9 T - 4 2 ?  p C l / C '  P-C43
C'dV 0 u.
I ’St.'I  ̂ UV. \ ‘A \

n  S t a t e  o f  A l a s k a  
D e p a r t m e n t  o f  R o v c n t i n  

T a x * D l v l s i o n * G a m i n g 3 r o u p  
S t a t e  O f f i c e  B u i l d i n g  

PO Box 110420 
J u n e a u ,  A l a s k a  90811-0*120

July 15. 2004

I o: Vicki Olio
ANCSA Regional CLOs  
Fax: 507-205-4520

Ficm: JcffPrcther
Fax: 007-405-3008

I am writing in response to your fax of this morning.

A Calcutta Is net an authorized gaming cctivity under AS 05 1 5,

It is my understanding that a Calcutta is cn  illegal gambling activity in Alaska (unless the Colcu"a tan  be 
structured lo meet certain criteria - sou tho attached copy ot an Attorney General Mumorandum reqardan  
the fundamental characteristics of Gambling dated April 2 ,2004 ),

P lease  be advised llvd  a a  c  viot.dion of A S  05 .15 for a  permitted orgorvzuton to conduct an
unautfioruriKt gaming activity.

cc; Gary Dcdsnn, Chief cf Investigations
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M E M O R A N D U M

‘lo: Scott Nordstrand
Deputy Attorney General 
Department of I .aw 
Office of the Attorney General

J roiiv Michael A. Barnhill [ZfQ 
Assistant Attorney General 
Commercial and Fair Business

The purpose of this memo is to identify the fundamental characteristics of 
gambling. The definition of gambling in Alaska is found in the criminal code, but this 
statutory definition both relics upon and is informed by the common law of Rambling. 
Thus, this memo will discuss both the statutory and common law definitions of gambling.

Gambling has long been held to exist at common law when one “pays for a chance 
to obtam a prize.” State v. Pinball Machines. 404 P.2d 923, 923 (Alaska 1965). In 197S. 
the legislature relied upon this common law definition of gambling to craft a new 
definition of gambling for purposes of the criminal code. See Commentary on the Alaska 
Revised Criminal Code, SCS HD 661 at 1 1 2  (June 1 2 , 1978) Gambling is currently 
defined in statute to mean:

that a person stakes or risks something of value upon the 
outcome of u 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 n certain 
outcome.. . .

AS 1 1 .<16.2 80(2). According to the Commentary, “the definition includes any activity 
that brings a profir baved on chance and includes ordinary' lotteries." Commentary on tiie 
Alaska Revised Criminal Code, SCS HD 661 at 113 (June 12, I97S). The staUttoiy 
clemrr. s of gaming arc thcrcfoie as follows:

!. the staking or risking of something of value 
upon a contest of chance

State of Alaska
Department of Law 

Date: April 2, 2004

F ile  N o :

Tel. No.: (907)465-3600

(907)465-7.539

Subject: Fundamental characteristics 
of gambling
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. Scott Nordstrand April 2, 200m
Re: Fundamental characteristics of gambling Page 2

3. with tlic agreement or understanding
4. that someone will get something of value as profit

Where the Alaska definition rcqw.res an "agreement or understanding,1’ the cases 
at common law often require similar concepts of a purpose, reason or inducement. In 
other words, the purpose, reason or i n d u c e m e n t  for payment must be to obtain a prize. If 
the reason for paying is something other than getting a prize, then the activity is r.ot 
gambling. 1

An appellate couit in Illinois discussed this purpose element in a ease from 1939:

The controlling fact in the determination of whether a given 
scheme or business is a lottery is determined by the nature of 
the appeal which the business makes to sccute the patronage 
of its customers. If the controlling inducement is the lure of 
an uncertain prize, then the business is a lottery.

Kent v. City o f Chicago,22 N.E.2d 799 (111. App. 1939) (emphasis added), quoted by, G.A. 
Carney. Ltd. v. Bneczek, 453 X.E.2d 756, 760 (111. App. 19S3). This opinion has been 
cited with approval in past opinions of this office. See Inf. Op. Att’y Gen. at -1 (663-00- 
0212, Oct. 17,7000); Inf. Op. Att’y Gen. at U (663-93-0004, Sept. 2, 1997.).

Moreover, the cases suggest that the pmposc must be to win something more than 
what Is placed at risk: "It rnay be true that the player receives the value of the rnor.cy he 
deposits in the slot, but he stands a chance to get twenty times its value, and it is the 
pressure of this chance that continues the progress of the game and makes it a game of 
chance. ' 1 Alexander v. City o f Atlanta, 179 S.0.177,17S (Ga. 1905), quoted by Inf. Op. 
Att’y Gen. at 9 (663-93-0004, Sept. 2, 1992). According to Am. Jur. 2d, "IT.c vice of 
various gambling games or projects lies in the payment of money lot the opportunity to 
win more money by a scheme of chance." 3$ Am. Jur. 2d Gambling § 245 (1959)
(emphasis added). In other words, it is not gaming unless the participant "has c chance of 
gain wt i takes a risk of loss." Id. This concept is echoed in the legislative history to the 
current definition of gambling: "the definition includes any activity that brings a profit 
based on chance and includes ordinary lotteries.11 Commentary on the Alaska Revised 
Criminal Code, SCS 1113 661 at 113 (June 12, 197S) (emphasis added).

: A lthough this memorandum discusses the concept ol "purpose," s: is net intended to 
expios un opinion on the specific culpable mental state required for any criminal 
Otfcnsc -a topic governed by statute and Alaska case law. Tutor in this :ncrm)r.jr.d-:si rs 
a discussion of the concept of inducement in terms of what can be subjectively ot 
objectively determined. This, too, it is not intended to express ail opinion on whether a 
subjective or objective standard is required for any criminal offense.
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In summary, if the purpose, understanding or agreement with respect to an activity 
is to p ty for the chance to make a profit, then the activity is gambling ur.der Alaska law. 
If any of the required elements is lacking, the activity is not gambling.

Accordingly, we can conceive of a variety of activities that do not constitute 
gambling under Alaska law. For instance, many charitable organizations host fundraising 
dinners at winch door prizes arc given away. For most participants, the purpose or 
controlling inducement for attendance at such a function is to contribute to a woithy 
causc--not to win a door prize. Hut the concept of controlling inducement or purpose is 
often subjective, and may depend on the varying motivations of individual participants. 
However, ftom on objective standpoint, if the ticket to get into the dinner costs S20, the 
lair market value of the dinner is S10 and the maximum value of any door prize is 510, 
there i;; no possibility of profit to the participant in this scenario— regardless of the 
motivation or expectation of the participants that they may win a door prize. In such a 
ease, wc do not think the activity meets the definition of gambling under Alaska law.

Other kinds of fundraising events in Alaska have other inducements in addition to 
contributing to a worthy cause. For example, there may be entertainment and 
refreshments, or the participants may have the opportunity to meet a person of some 
prominence. It is difficult or impossible to place a value on these types of inducements.
If, in addition, the fundraising event also awards door prizes equal to or less than the 
price of admission, wc do not think such events fall into the category' of gambling.

We note the possibility, however, that there may be events (either fundraising 
events or commercial operations) in which contests of chance arc bundled with lodging, 
tiunliny, fulling or other activities that ordinarily ccmc at some cost nnd the value of the 
possible prize is quite high. Thus, the purpose of the participants may not be able to be 
objectively determined, and the contests of chance could constitute gambling. But if the 
maximum value derived by the participants is necessarily less than the fee to participate, 
tiie definition of gambling has not been met. For example, if a participant pays S2000 to 
attend a fundraising event at a ski resort, the acrual value of the food, lodging and 
cuteitainmcnt of the event is SI 500 and the maximum amount of prizes that can be 
awarded to the participant is S400, then the event is probably not gambling. The 
operators of such games of chance would he well-advised to maintain careful records, 
and to be prepared to demonstrate to state or municipal officials that the value of the 
inducements prov ided does not exceed the cost of participating.

We recognize that the variation in fact patterns arc infinite. Thus, this 
mcmcr.tndum should be treated as a general enforcement guideline only. Whetc the 
inducer tents to participating in an event arc substantial, and thus the purpose in 
participating may be unclear, the facts should be reviewed on a ease-by-case basis before 
enforcement action ts begun. However, as was noted in a previous opinion, it has been



Scott Xordstrand April 2, 2004
Re: Fundamental characteristics o f gambling Page 4

the longstanding policy of the Department of Law not to provide legal advice to private 
persons or businesses, and this is especially important in areas that may implicate 
criminal laws such as gambling. See Inf. Op. Ait'v Gen. ut 1 (003-01-01 S3, May 22, 
2 0 0 1 ). When existing contests of chance arc changed or new contests developed, the 
operators frequently contact government officials seeking legal opinions as to whether 
the contests are illegal gambling. Despite the best cffoits of investigators and 
government attorneys, the advice provided in these situations often leaves a question 
unanswered and is sometimes imprecise. Wc do not wish to become so involved with 
structuring contests of chance that wc become, in essence, legal advisors to tiie ginning 
industiy.
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