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may not license orregulate video gaming devices.

(c)
ities.
* Sec. 14.
(f >

ipalities.

This section applies to home rule and general law mu

AS 29.45.650(f) is amended to read:

This subsection applies to home rule and general law

A borough may not levy

(1) a purchase made with

and collect a sales tax on

nicipal-

munic-

(Ali [(1)] food coupons, food stamps, or other type of

certificate issued under 7 U.S

other type of certificate

Supplemental

SUBSECTION APPLIES

* Sec. 15.
(d)
ipalities.

(a) of this section may not

certificates

(B)

(B) [OR

.C. 2011 - 2025 (Food Stamp

(2)] food instruments,

(2) transactions involving video gaming devices.

AS 29.45.700(d) is amended to read:

This subsection applies to home rule and general law

A city that levies andco

(1) a purchase made with

llects sales and use taxes

levy and collect a sales tax on

Act);

food vouchers,

issued under 42 U.S.C. 1786 (Special

Food Program for Women, Infants, and Children); or

[THIS

TO HOME RULE AND GENERAL LAW MUNICIPALITIES.]

munic-

under

(A) [(!')] food coupons, food stamps, or other types of

issued under 7 U.S.C. 2011 - 2025 (Food Stamp

[OR (2)] food instruments, food vouchers, or

type of certificate issued under 42

u.s.c. 1786 (Special

mental Food Program for Women, Infants, and Children); or

SUBSECTION APPLIES

* Sec. 16.

45.900.

SB0263b

(2) transactions involving video gaming devices.

Act);
other

Supple-

[THIS

TO HOME RULE AND GENERAL LAW MUNICIPALITIES.]

AS 29.71.800 is amended by adding anew paragraph to read:

(26) "video gaming device"

-15-

has the meaning given in

SSSB 263

AS 05.-

or
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read:

read:

*

Sec. 17. AS 39.25.120(c) is amended by adding a new paragraph to
Qji .S.e\AGe >
1
(21) employees of the Alaska Gaming Commission.
Sec. 18. AS 39.50.200(b) is amended by adding a new paragraph to
(?6Y\EU"dr o f M +ev'Csit’
(50) Alaska Gaming Commission (AS 05.45.010),
Sec. 19. AS 43.35.010(a) is amended to read:
(a) A person who maintains for use or permitsthe use on premi-
ses under the person's control of a coin-operated device class 1
class 2, or class 3 shall first pay a tax as follows:
(1) $48 a year for each coin-operated device class 1;
(2) $120 a year for each coin-operated device class 2;
(3) $240 a year for each coin-operated device class 3A
other than a video gaining device
Sec. 20. AS 43.35.030 is amended by adding a new subsection to read:
(b) The provisions of (a) of this section do not apply to a
person who is licensed as a distributor of video games wunder AS 05.-
45.010 - 05.45.900.
Sec. 21. AS 43.35.090(3) is amended to read:
(3) "coin-operated device class 3"

(A) means a slot machine or other apparatus or device
that [WHICH] operates by means of insertion of a coin, token, or
similar object and that [WHICH], by strict dependence upon the
element of chance, may deliver or may entitle the person playing
or operating the machine to receive cash, premiums, merchandise,
or tokens; the term includes a device or apparatus that is other-
wise a coin-operated device class 2 [A DEVICE OR APPARATUS OTHER-
WISE FALLING WITHIN THE CLASSIFICATION OF (2) OF THIS SECTION,

THOUGH NOT STRICTLY DEPENDENT UPON THE ELEMENT OF CHANCE, IS

SSSB 263 -16- SB0263b



10

11

12

13

14

* Sec.

TAXED ACCORDING TO THE RATE APPLICABLE TO SLOT MACHINES]

device or apparatus

playing or operating it;

22.

45.900.

* Sec.

read:

* Sec.

tb~ initial

23.

24.

itself delivers cash directly to the

(P) does not include a video gaming device;

if the

person

AS 43.35.090 is amended by adding a new paragraph to read:

(5) "video gaming device" has the meaning given in AS 05.-

AS 44.62.330(a) is amended by
/WyvuA _Pvcoedjjjfts Act

adding

a new paragra

(55) Alaska Gaming Commission (AS 05.45.010).

INITIAL COMMISSION APPOINTMENTS. The

120 days after the effective date of this Act.

* Sec.

SB0Z63L-

25.

This Act takes effect July 1,

-17-

1990.

governor shall

appointment of members of the Alaska Gaming Commission

SSSB 263
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make

within



SUMMARY OF SSSB 263.

REGULATION

GAMES

MACHINE TEST

LICENSES

MACHINE FEE

TAX

SPECIFICS

PENALTIES

VIDSUMM.TXT

Sen. Pourchot
March 7, 1990

AN ACT ESTABLISHING THE ALASKA GAMING COMMISSION, ETC.

Gaming Commission in DCED would license distributors
and operators, collect license fees, approve
machines for use in the state, collect
annual device fee and tax, provide enforcement.
Municipalities could prohibit by ordinance.

Video draw poker, video keno, and othar video games
authorized by the commission.

Required before machine is sold or distributed.
Gaming Commission performs test, or contracts with
another state. Machine standards set in regulation.

Distributor -- $1000/yr. (must not have any gambling
related offenses)*

Premises Operator (bar owner) -- $100/yr. (must have
beverage dispensary license, club license, common
carrier license-,"or pub license; no gambling related

offenses).

$200/device paid by Premises Operator = shared 1/3 to
local government, 2/3 to state.

15% of net income paid by Premises Operator -- shared
1/3 to local government, 2/3 to state (defined as
money received from a device less money paid out
in winnings).

Located only in bars.

Maximum 20 machines per bar.

Age 21 to play.

Restriction on hours of play same as restriction on
sale of alcohol.

Maximum bet $2.

Maximum payout $100.

Expected payback 80%.

License denied/revoked if commit felony or gaming

offense.

$1000/day civil fine if fail to pay 15% tax.

Class C felony (maximum 5 years, $50,000) if tamper
with machine to affect outcome of game.

Under existing law: Class C felony if promote or
profit from unlawful gambling enterprise or if
possess gambling record used in unlawful
enterprise); Class A misdemeanor (maximum 1 year,
$5000) 1if promote or profit from unlawful gambling,
if possess unlawful gambling record, or manufacture,
sell, transport, or possess unlawful gambling
device); Class B misdemeanor (maximum 90 days,
$1000) for second general offense, violation for
first general offense.

frtl ] —=7> X
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Sen. Pourchot
March 7, 1990

SECTIONAL SUMMARY
SSSB 263, AN ACT ESTABLISHING THE ALASKA GAMING COMMISSION

Section 1 Lays out make-up and duties of the Gaming Commission.

05.45.010 Establishes the Alaska Gaming Commission in the Department
of Commerce: 5 members, including the Commissioner of Dept.
Commerce -- no felony convictions or gaming violations.

05.45.020 Serve 3-year staggered terms.

05.45.030 Governor may remove members for cause.

05.45.040 Receive per diem and travel.

05.45.050 Duties: License, regulate, and supervise video gaming; levy

collect, and enforce payment of taxes and fees; adopt
regulations regarding machine specifications; hire staff.

05.45.060 Employees are in partially exempt service.

05.45.090 Commission®s operations are subject to Administrative
Procedures Act.

05.45.200 Distributor®s license required to manufacture, assemble,
produce, or distribute devices; annual fee $1000.

05.45.210 Premises Operator®s license required before may install on
premises; annual fee $100.

05.45.220 Licensees may not have felony convictions or have committed
a gaming offense.

05.45.230 Gaming dt"ices may be installed only on premises that sell
alcohol (must hold beverage dispensary license, club
license, common carrier dispensary license, or pub license).
Maximum 20 devices per premise.

05.45.300 Commission must test and approve a prototype of each device
before sale or distribution in the state; cost of test to be

paid by distributor. Commission may contract with another
state for this service.

05.45.310 Commission may regularly inspect devices once installed.
05.45.320 Must be age 21 to play. Play allowed only during hours that

alcohol may be sold (under current statute, no sale between
5 a.m. and 8 a.m.; municipalities may restrict further by

ordinance).

05.45.330 Maximum bet $2.00

05.45.340 Expected payback must be at least 00%; maximum payout $100.



05.45.400

05.45.500

05.45.510

05.45.900

Sections 2-6

Section 7

Sections 8-9

Section 10

Section 11

Section 12-16

Section 17

Section 18

Sections 19-22

Section 23

Section 24

Section 25

GAMSEC2.TXT

Distributor and Premises Operator licenses may be revoked if
the license holder commits a felony conviction or a gaming
offense.

Annual $200 fee per device, to be paid by Premises Operator.
Quarterly tax of 15% of the net machine income to be paid
by Premises Operator (defined as money received from a
device less money paid out in winnings). Civil penalty of
$1000 per day for failure to pay.

Annual $200 fee and 15% net income tax to be shared 1/3 to
municipalities in which it"s collected and 2/3 to state.

"Video gaming device" means an electronic draw poker or keno
game, or another game if authorized by the commission.
Games may not directly dispense coins or cash.

Amend "games of chance and skill" statute to prohibit
activity of persons convicted of video gaming offenses.

Class C felony if physically manipulate or interfere with a
device to alter the outcome or payoff of a game.

Clarify that video gaming is not an unlawful form of
gambling.

Adds definition of video gaming device to the criminal code.

Mandates that the Department of Public Safety perform
criminal record checks on Gaming Commission members.

Municipalities may by ordinance prohibit the installation
and operation of video gaming devices; may not apply
additional regulations or taxes.

Employees of the Gaming Commission would be partially
exempt.

Members of the Gaming Commission would be subject to
conflict of interest laws.

Amend the Coin Operated Device statute (administered by
Dept. Revenue; includes pinball and cigarette machines) to
clarify that video gaming devices are to be administered by
the Gaming Commission under a separate statute.

Includes the Alaska Gaming Commission under the
Administrative Procedures Act.

Initial appointments to commission must be made within 120
days.

Effective date July 1, 1990.
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SSSB263

This bill would Brovide for video gaming devices to be exempted from the
definition of gambling devices. It provides for regulation and taxation of these
devices as well as the licensing ofpremises operators and distributors through a
five-member Gaming Commission.

In addition to license fees, it provides for a tax at the rate of 15% of the net
machine income and a per-device tax of $200 per year. One-third of the taxes
collected are to be distributed by Ieplslatlve appropriation to municipalities in
proportion to the revenue earned from the video devices found within each

community.

The bill provides for the installation of video gaming devices only in premises
licensed under AS 04.11:

1. abeverage dispensary license under AS 04.11.090;

2. a duplicate beverage dispensary license for additional rooms

under AS 04.11.090(e);
3. aclub license underAS 04.11.110;
4. acommon carrier dispensary license i.-der AS 04.11.180; or
5. apub license underAS 04.11.220.

The bill would permita maximum of20 devices per premises. For the purposes
of this fiscal note, an average of five machines per licensed premises was used

for the revenue projection.

6409D/3590a 2



FY 91 OPERATING E3CPENSES

Personal Service Costa

Location  Zosition

Juneau Executive Director
Juneau Revenue Auditor 1l
Juneau Tax Examiner |l
Juneau Investigator [
Juneau Clerk Typistm
Anchorage Revenue Auditor HI
Anchorage Investigator [ll
Fairbanks Investigator [l

TotalPersonal Services

Tfav~l Costs

Staff-Perform inspections, audits,
investigations, regulation hearings

Commission - travel and per diem
Total Travel

Contractual
For Testing of Devices

Range/Step

24A
18A
12A
18A

§A
18A
18A
18A

For Routine Inspections (R'SA with ABC Board)

ForHearing Officer Services

For General Contractual (phones, photocopiers,

postage, printing, etc.)
ForLease Space
For StaffTraining

Total Contractual

Supplies (miscellaneous office supplies - start-up):

Equipment:

Office furnishings and files
(chair, module, S drawer file) -

$9.9 x 6 staff

$7.7 x 2 staff

Wang Laser Printer
Equipment Total

TOTAL OPERATING

*This represents a one-time expenditure.

6409D/3590a

Annual Salary

and Benefits

£73.2
550.3
535.0
550.3
28.6
50.3
>50.3
$56.9

$20.0

$16.3

$15.0

>12.5

$25.0

$32.0

$12.0

$ 8.0

$59.4

$15.4

$9.7

$394.9

$36.3

$ 1045
$ 12.0

$ 84.5*
$632.2



REVENUE PROJECTION

This projection is based on the avera(];e of only five video gaming devices licensed in
each premises. 33SB 263 would allow up to 20 devices per licensed premises.
Under AS 43.36.210, approximately 935 premises could be licensed. In 1987 the
State of Montana implemented "Viaeo Draw Police Machine Law of 1985," which is
similar in content to SSSB 263. Our revenue 8r019ct.|on for this bill is based on an
assumed annual gross profit per device of $9,300, which was Montana's gross profit
per device in 1988. Montana currently has 7,500 devices licensed and collected tax
0f$10,500.0 in the first year of the law’'s enactment. Montana's tax rate is 15%, the
same as in SSSB 263.

TAXREVENUES

15% Tax on Gross Receipts

Appprox. numberoflicensed premises 935

Est. total average devices per premise 5 I

Total estimated numberox gaming ")
devices (5 x 935) _ 4,675

Projected gross profit per device $ 9,300

Total gross profits (tax base;
4,675 x $9,300) $43,477,500

15% TAXREVENUE (.15 x $43,477,500) $6521,625

$200 Per-Device Tax

Totalestimated gaming devices 4,675 13
Annuallicensing fee $ 200
Total gaming device license fees (4,675 x $200 $ 935,000
TAX.REVENUE $.7,456,652
(<?, <-175/651
LICENSING FEE REVENUE Cp -fO 0N O0AC j
Premise Operator's License
Licensed Premise 935
Annuallicense fee $ 100
Total operator's license fee $ 9,350
Distributor Licenses
Est. numberofdistributors fee 15
Distributor License Fee $ 1,000
Distributor license revenue $15,000
TOTAL LICENSING REVENUE $ 24.350
$7.481.002

6409D/3590a 4



Sen. Pourchot
March 7, 1990

TECHNICAL AMENDMENTS
SSSB 3, AN

IC
26 ACT ESTABLISHING THE ALASKA GAMING COMMISSION

#1 Page 6, lines 7-9
Wording is awkward. Amend to read:

"... the commission shall test [AND APPROVE] a prototype
of the device and approve the jrototvoe if It determines
that [TO ASCERTAIN WHETHER] a device manufactured to the
specifications of the prototype meets minimum machine
specification standards.”

#2  Page 7, lines 13-14 - .
Wording conflicts with prohibition against cash payouts on
page 9, lines 14-15. Amend to read:

"... provide the user of the device who is successful
credits that may be redeemed for a maximum [CASH PAYOQOUT]

of $100 per game.1

#3 Page 8, lines 2-3
Wording should! conform with wording throughout bill regarding
premises operaitor. Amend to read:

"The holder of a video gamincr device premises operator's
license under AS 5.45.210 [A PERSON WHO MAINTAINS A

VIDEO GAMING DEVICE FOR USE OR PERMITS THE USE OF A VIDEO
GAMING DEVICE ON PREMISES UNDER THE PERSON'S CONTROL]...

VIDAM.TXT



VIDEO GAMING PENALTIES Sen. Pourchot

SSSB 263;
Sec. 7

05.45.010
05.45.220
05.715.400

05.45.500
Note:

EXISTING LAW:
04.11.370(8)

(v 11.65.230
N

N

11.66.240

11.66.260

11.66.270
Note:

MONTANA:
23-5-152

23-5-136

23-5-155

23-5-156

23-5-622

23-5-161

VIDPEN.TXT

March 7, 1990

Machine tampering to manipulate game®s outcome = class C
felony

Can"t serve on Commission if felony/gambling conviction
Deny license if felony or gambling conviction
Suspend/revoke license if convicted of offense

Failure to pay 15% income tax = civil fine $1000/day
All penalties of existing law would also apply

ABC Board revoke liquor license if illegal gambling occurs
on license premise

Gambling 1st offense - violation; gambling 2nd offense m
class B misdemeanor (90 days, $1000)

Promote or profit from unlawful gambling enterprise = class
C felony (5 years, $50,000)

Promote or profit from unlawful gambling = class A
misdemeanor (1 year, $5000)

Possess gambling record used in operation of unlawful
gambling enterprise = class C felony

Possess unlawful gambling record = class A misdemeanor

Manufacture, sell, transport, possess unlawful gambling
device = class A misdemeanor

Must forfeit gambling records, devices, and money used as
bet or stake
See 15.55.125-.135 and 12.55.035 for fines and sentences

Possess 1illegal gambling device = misdemeanor
Administrative remedies = order to cease and desist,

suspend/revoke license, $10,000 civil penalty for each
violation, etc.

Counterfeit seal, license, etc. felony (10 years, $50,000)

Operate illegal gambling device = felony if revenues over
$300, misdemeanor if under $300

Machine tampering to manipulate game®s outcome = felony

All gambling offenses not otherwise mentioned are
misdemeanors ““1st $500, 2nd 6 months and $1000, 3rd 1 year
and $10,000, 4th 1 year and $10,000 and forever barred from
licensure)



THE GAMBLI
placement
1.

Sen. Pourchot
March 7, 1990

NG BALLOT INITIATIVE has been certified for
on the ballot in 1990. [Its primary provisions:

A 5-member Gambling Board in the Department of
Revenue would regulate all forms of gamhbling except
games of chance/contests of skill. Board members
would be paid at Range 26C.

2. Details would be worked out in regulation (license

fees, calculation of gross revenue, allowable forms
of gambling, etc.).

Gambling could be conducted by a municipality, the
state, or a liquor license holder, but couldn't be
conducted in a municipality without voMr approval.

4. Proceeds would be distributed as follows:

NOTE:

BALLOT.TXT

|t state-run, 100% to state.
If liguor-license-holder-run, 3% to 575% of gross

revenue to state (depending on total revenue). If
located in municipality, this would be split 50%
state/50% municipality. Plus, municipality may
establish additional fees.

If municipality-run, the 3-575% of gross revenue

would be split 50% state/50% municipality.

Broad definition of game (roulette, wheel of
fortune, craps, poker, baccarat, slot machine,

etc.).

A COPY OF THE INITIATIVE IS AVAILABLE FROM COMMITTEE
STAFF.
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 26, 1990

SUBJECT: Sponsor Substitute for Senate B ill 263
(relating to video gaining) and pending
gambling initiative

TO; Senator Pat Pourchot

FROM: Jack Chenoweth y
Leg:°lative Counsel-"

2
Your office advises that you have been asked to comment as
to whether enactment of the Sponsor Substitute for Senate
Bill 263, regulating video gaming, would invalidate the
initiative petition to authorize gambling in the state.

The following is offered to help you prepare a response.

Under section 4 of article XI of the Alaska Constitution, an
initiative petition is void if "before the election [for
which the initiative has been certified], substantially the
same measure”™ has been enacted by the Alaska legislature.

I have reviewed the initiative and, in my judgment, the legis—
lation you have offered by request is not "substantially the
same measure"™ such that the initiative would be made void

and removed from the ballot. Of course, the final deter —
mination of compliance with the test rests with the

lieutenant governor, with the formal concurrence of the
attorney general, AS 15.45.210, so my views on the com—
parison of the two are not controlling.

The standards applicable to gauge whether "substantially the
same measure™ has been enacted is set out in Warren v.
Boucher, 543 P.2d 731 (Alaska 1975). After determining that
"substantially the same measure™ could only be determined

"by reference to all the circumstances surrounding the con—
text in which they are used,”™ Warren, at 736, the court con—
cluded:



Senator Pat Pourchot
Page 2
February 26, 1990

we have concluded that the legislature®s
discretion in this matter [i.e. 1in deciding how
far the legislative act should differ from the
provisions of a pending initiative] 1is reasonably
broad. IT in the main the legislative act achieves
the same general purpose as the initiative, 1if the
legislative act accomplishes the purpose by means
or systems which are fairly comparable, then sub—
stantial similarity exists. It is not necessary
chat the two measures correspond in minor particu—
lars, or even as to all major features, 1if the
subject matter 1is necessarily complex or if it
requires comprehensive treatment. The broader the
reach of the subject matter, the more latitude
must be allowed the legislature to vary from the
particular features of the initiative.

Id.

While the two measures may use similar means- a board, a
licensing requirement, 1imposition of taxes and fees, and the
definition and imposition of criminal penalties--to achieve
the objective of regulation in the respective spheres each
addresses, the video gaming measure and the pending initia—
tive clearly are not intended to address the same ends or to
operate with same general reach. There are at least two
significant differences. The measure before the Senate
addresses video gaming, only one element of the topic of
gambling that 1is the subject matter of the broader initia—
tive to authorize and regulate gambling; the initiative 1is
intended to regulate gambling through use of "cards, dice,
equ ment, and mechanical, electromechanical, and electronic
devices,"” a more comprehensive scope than is addressed by
the bill. Moreover, insofar as the initiative authorizes
the issuance of licenses to "gambling enterprises,” a rather
wide range of entities may qualify; your bill would authorize
video gaming only in conjunction with certain establishments
licensed to sell liquor. Thus, it seems to me that there 1is
little to suggest that the measures should be understood to
serve "the same general purpose,”™ the standard of Warren v.
Boucher, and the adoption of the bill ought not to prevent
the initiative from remaining on the August primary ballot.

I trust this is sufficient for the purposes intended. It
this memorandum prompts questions, please contact me.

JBC:Imb
L9/133



| ASKED LE'AL TO COMPARE THE POTENTIAL RELATIONSHIP BETWEEN SB
263 (VIDEO GAMING) AND THE UPCOMING INITIATIVE IF ONE OR THE

OTHER OR BOTH PASS.

THE FIRST QUESTION "WOULD ADOPTION OF SB263 VOID THE INITIATIVE?ZL
Unlikely. The approach taken in your bill is much narrower than
the initiative, therefore, it is unlikely the Lt. Gov. would find

them to be "substantially the same".

"WOULD THE INITIATIVE, IF APPROVED, SUPERSEDE OR AFFECT SB263 IF
IT PASSES?" Probably, although not certain. To the extent the
initiative substantially replicates the bill, the initiative may

supersede.

However, it is uncertain whether the provision in the b il
restricting placement of video gaming devices to places that sel
alcoholic beverages would carry over. It: may be determined that
such a restriction is the responsibility of the Gambling Board.

"WOULD THE INITIATIVE, IF APPROVED, AUTHORIZE REGULATION OF VIDEO
GAMING DEVICES IF THE BILL DOESN'T PASS? Yes; but not
necessarily with the same restrictions contained in the bill.

SB 263 takes effect July 1, 1990
Initiative will be voted on in August primary, would hecome

effective in mid-December.
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 5, 1990
SUBJECT: SSSB 263 (Gaining Commission and video gaming

devices) and the 1990 Initiative on gambling
TO: Senator Pat Pourchot i

ATTN: M. Jeanne Larson >
FROM: Jack Chenoweth

Legislative Counsel/" ~

4y
/ /

You have asked after the relationship between SSSB 263, esf
tablishing a Gaming Commission and.authorizing and regulat—
ing video gaming devices, and-a- 1990 Initiative establishing
a Gambling Board and relating to the regulation of gambling.

Two general questions arise: (1) whether adoption of SSSB-
263, as introduced, 1is sufficient under article XI, section
A, Alaska Constitution, to void the initiative petition®, and
(2) whether the initiative petition? if approved by the pub—
lic, would supersede or affect SSSB 263. There also arises

a question of whether the initiative petition, if approved

by the voters, would authorize regulation of video gaming
devices if SSSB 263 does v.ot become law.

The question of whether SSSB 263 constitutes "substantially
the same measure™ as the 1990 Initiative so that the
approval of SSSB 263 as introduced renders the initiative,
petition void rests with the lieutenant governor, with the
formal concurrence of the attorney general. AS 15.A5.210.
As introduced, SSSB 263 does not address elements of gam-—
bling beyond video gaming, and the approach taken in the.
initiative is not nearly as comprehensive as that spelled
out in the bill. Suffice to say, the initiative 1is far
broader in its scope and approach than the bill, and there
are sufficient grounds for the liet tenant governor to con-—
clude that the two measures are not "substantially the
same."



Senator Fat Pourchot
Page 2
February 5, 1990

IT the initiative is approved by the public in the forth-—
coming election, it is likely, albeit not altogether cer—
tain, that 1its provisions would supersede those set out 1in
SSSB 263 insofar as the initiative addresses regulation of

gaming devices. There are, of course, radical differences
between the two approaches. For our purposes, many of them
are either not relevant or cosmetic differences. Resolution

of the question of the degree of similarity between the bill
and the 1initiative probably turns in part on the definition
of "video gaming device.” The bill defines a "gaming de—
vice," grounding the definition on certain characteristics
applicable to an electronic machine that imitates the play
of draw poker, keno, and other games that may be authorized
by the Gaming Commission. The counterpart definition ap—
pearing 1in the initiative is the definition of the word
"game," which, among other elements, 1includes reference to
an electronic device that, among others, simulates the play
of "poker,"™ "keno," "or other game or device approved by the
[Gambling BJoard.”™ Clearly the definitions, and hence the
scope of state regulation under the bill-and the initiative”
overlap. To the extent it is determined that the provisions
of the initiative substantially“replicate those of SSSB 263;,
the provisions of the initiative may be deemed to supersede
those of the bill,fat least as to the scope of the matter ,
regulated by SSSB 263..

IT the bill and the initiative are both approled, one signi—
ficant legal question necessarily arising would be“whetherf
the restriction of licenses for placement of video gaming
devices 1in certain establishments licensed to sell alcoholic
beverages would continue in effect under the provisions of/
the initiative. There i1s no certain answer. However, if

one looks upon the initiative as constituting a broader pub—
lic endorsement of gambling and gaming than the provisions

of SSSB 263, one might contend, perhaps successfully, that
the initiative™s provisions effectively supersede those set
out in the bill, and that the provisions limiting issuance

of video gaming premises licenses to licensed liquor estab—
lishments would have to give way to whatever regulatory
scheme were eventually developed by the Gambling Board.

Assuming SSSB 263 is approved and becomes law, it would, by
its terms, take effect July 1, 1990. If the initiative ap—
pears on the November general election ballot and is ap—

proved, it would not take effect until late February, or 90
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days after its certification. AS 15.45.220. This delay
would permit the legislature, during the first session of
the 17th Legislature, opportunity to re-address the video
gaming 1issue and provide, by law, for a better "fit" between
the initiative and the bill. Among the options available
would be (1) amendment of the initiative to incorporate®more .
of the specifics™f regulation under SSSB 263; (2) repealing
many of the specific provisions of SSSB 263 to &llow the
Gambling Board to assume the duties of the Gaming Commis—
sion} or (3) repealing SSSB 263 altogether and revising the
definition of '"game". in the initiative to assure regulation
of video gaming devices under regulatory.mechanism estab—
lished in the voter-approved initiative.

For reasons noted above, if the 1990 Initiative 1is approved
but SSSB 263 has not, the newly-established Gambling Board
would have a substantial basis to claim authority over regu-—
lation of video gaming devices. Nothing in the initiative-
requires the Gambling Board to limit or restrict the issu—
ance of licenses for video gaming devices to establishments
licensed to sell alcoholic beverages. By my reading of the
initiative, municipalities and others may apply for game
licenses, including those applicable to "games"™ that have an
electronic base and that provide for "poker,"™ "keno," or
"other game or device identified by the [Gambling B]oard,"”
the very elements that are arguably the essence of video .
gaming device regulation under SSSB 263;

JBC:Imb
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ABILL
For an Act entitled”  "’An Act relating to regulation of garding ad
establishing the Alaska Garbing Board"

BE IT EN'CTED BY THE FEORE - THE STATE OF AAKA

* Section 1. PAUCY. State regulated gariding offers an
opportunity for exaaric cedgaet of the state ad inpoaret of the
generd welfare of the pegde of the state.  The suocess of garding is
dgpadat yon public confidence ad trust that licensed gantding is
codloted honestly ad competitively ad that gardding is free fram
criminal ad corruptive eements.  Public confidence ad trust can only
ke maintained by strict regulation of all persons, practices, ad
activities related to the operation of licensed gariding enterprises ad
the manufadiure ad diistribution of garding devices ad equipret All
premises where garlding is coduded ad whee garlding devices are
Operated must ke licensed ad controlled to protect the public health,
safety, morals ad general welfare of the pegde of the state, to foster
the stability ad suoccess of garlding ad to presene the competitive
ecoy ad policies of free conpetition in the state. The provisions
of this bill are not exhaustive, ad shall ke sygderentsd ad etaecd
by the legislature, in acocordance with Article XI, Section 6 of the
Alaska Constitution.

* Sec. 2 A ®is avaddby addng a rewdhapter to readt

HPER40 RGIAIONG GAMBING
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Sec. 0540060, JRIOCTION @ e boad shall regulate all
fonts of garbling, including garbling ganes ganing devices, racing, ad
parimutuel wegering, exoept it shall it regulate caes of dee ad
contests of skill under AS 0515,

(o) Jurisdiction of the board extendcs to every parson conducting,
or erdod in the condudt of, garbling authorzed under this dhapter.

Sec. 0540070, DUMES ADROYMS OF THE BOYD (@ Tre boad
shall

@ license, regulate, ad supervise all gabling
enterprises,
@  license ad reguate the meanufecire sale, ad
distribution of garbling devices ad equiprer;
(3 establish standardcs for the reports ad financial records
that rust ke mantained by operators of licensed ganding enterprises;
@ setall licence fees;
® require licensees to kegp detailed records of all
collections ad disbursements,
6) establish procedures for resolution of disputes batwean a
licensee ad a patron of a garbling enterprise;
(7 hire staff as resckd to enforce ad administer this
chapter;
(@ adg regulations conceming
A the issuance, renewal, sugpension, ad revocation of
licenses for gartding enterprises,
B the issuance, renewd, sugparsion ad revocation of
wak permits for erplovees of a garbling enterprise;






liv | 7\ (yduLO"~ —

ouiM be <n balLCo-t TUu-Z~"o

ABILL
For an Act entitled” /A Adt relating to regulation of ganding ard
establishing the Alaska Garbling Beard"

BE IT BNFCIED BY THE FHORE O THE STAIE OF AAKA

* Section 1. PAICY. State regulated carding offers an
opportunity for esonaric cedgaret of the state ad impoaret of the
general welfare of the pegde of the state.  The suocess of ganlding is
At yon public confidence ad trust tdiat licensed ganding is
codlded honestly ad competitvely ad that garlding is free fram
criminal and conruptive elements.  Public confidence ad trust can only
ke mantaired by strict regulation of all persons, practices, ad
activities related to the operation of licensed gartding enterprises ad
the manufadture ad diistribution of gantding devices ad equipret Al
premisss were garlding is conduded ad where garlding devices are
operated mA e licensed ad controlled to protect the public health,
safety, morals ad generdl welfare of the pegde of the state, to foster
the stability ad success of gartding ad to presene the competitive
exomy ad policies of free competition in the state. The provisions
of this bill are not exhaustive, ad shall be spdenentsd ad etarod
by the legislature, in acoodae with Article X, Section 6 of the
Alaska Constitution.

* Sec 2 AS(is avadd by adding a rewdhepter to read

HYER40 RGJAIONG-GAMBING  Hof dlictute” MU



Sec. (640010, AMSA GMEING BOYD) (@  Tre Alaska Gartding
Boad is established in the Dgoartrert of Reanie as a regulatory ad
quasi-judicial agecy. Tre boad is aovposd of five navimas gopanted
by the govemar ad confinred by the legiislature in joint session.

(O Each nantoe of the boad shall at the tine of the menba’s
gopantrent ke a resident of the state.

© A pason ny mt serve as a naviir of the boad if that
person hes ben convicted of

@ afelony, or
@ A offense defired in AS 1165200 - 1166230 or a
aaparade provision of municipal, state, or federal law

@ Tre boad shall elect a daimen framits marbadip

Sec. 0540020, TERMVIGF OFHCE  An gopaninmet o the beard is
for a tt'mof four years. Avecaxy is filled by gyanmet for the
ueqired ttrm  Ananir of the board hdlds office until a successor is
gopanted ad qualifies.

Sec. 05640030, RAMDA. FIMOFHCE Tre govemor nay raoe a
naber of the boad for the neglect of a duty required by law, or for
other cause, after first giving the nanlor a statement of the charces
ad an gpportunity to ke heard

Sec. 05640040 COMIENGATIONAND AR DBV Mintas of the board
are in the et service ad are entitled to a monthly salary equd to
Step C, Rage B o the salary schedule in AS 3927011(@) for Juneau,
Alaska.

Sec. 0540050, QMM Three naimas of the beard constitute a
gounfor the transaction of business.



fear

Sec. 05640060, JRIOCICN (@ Tre boad shall regulate all
fons of garbling, including gantding gares garg devices, racing, ard
parimutuel wegening, exoept it shall rat regulate gaes of dae ard
oontests of skill under AS 06.15.

(b Jurisdiction of the boad exdends to every parson conducting
or endoad in the condut of, garlding authorized under this chapter.

Sec. 0540070. DUNES ADRIMES F THE BOYD (@ Tre boad
shall

@ license, regulate, ad supenvise all garding
enterprises;
@ license ad regulate the manufacire sale, ad
distribution of garlding devices ad equipeTt;
@ establish standerds for the reports ad financial records
that must ke meintained by operators of licensed gartding enterprises,
@ setall license fees,
® require licensees to kegp detailed records of all
collections ad disbursenents,
6 establish procedures for resolution of disputes etwean a
licensee ad a patron of a gariding enterprise;
(7 hire staff as nescbkd O enforce ad administer  this
chapter,
(@ ado regulations concaming
A the issuance, renewal, suspension, ad revocation of
licenses for gantding enterprises;
B the issuance, renend, susoersion ad revocation of
wak pemits for endoyess of a garlding enterprise;

.3 .



O tre infometion that applicants for a ranbing
enterprise license or Mak permit rust provice to the beard

O fingerprinting or other identification  cf
applicants, licensees, or permittees,

® fees for licenses ad costs of investigation cf
applicants for a license of permit;

(P the cpmes gy devices, equipnE, ad ether
fomns of garlding permittedt

@G uwunfom rules ad procedues for the operation cf
aares devices, equpmet, ad other fans of gariding permitted by tha
boardt

B the manufectire, sale, ad distribution of garting
devices ad eguipeT,

() the size of the pramisss where ganlding is conducded
ad trenature ad  runer of facilities adfumiiiurgs provded . the
premises,

() securty services provided n the pramsss of a
carding enterprise;

K exdusion or ejection of certain pasaos fran
licensed establishments,

L te nmahod of accounting for receipts ad
dshusarents induding the kegaing of records ad requirements  for
kerking of receipts,

M calculation of cress reene of a carding
enterprise;



(") the procedures ad requirerents fcr a state agay
or municipality to contract for the operation of a garting enterprise
uder a license issued to the state agay or the municipality;

(19 pav fees ad other nogy received into the general fud

(a nae an arud report to the ccmissicner cf revele
ad the legislature of its administration of this dapter before
February 1 cf each year.

© Tre boerd nay

@ issue yooaes to can withesses to gopear before it

@ ccrpel the production cf dounets senwing the receipts
ad dsbursarents of a person licensed to conduct a garting enterprise;

@ appant a hearing officer to conduct a hearing resouired
by this chapter cr by a regulation adodsd uckr it.

Sec. 0540080, ENKOREMINI OF FOATIANS  The attomey generd
shall enforce the regulations adoated undkr this chapter.  Violation of
a regulation adgoed under this depter is punisheble uder /S
0540.300.

Sec. 0540000, AFRICATION KR LICHNEE FOR A GAMBING ENTERFRSE
@ Gardingray ke coduded only undkr a license issued by the board

(o) The application for a license for a garbing enterprise mat
indude

(@ the reme ad address of the applicant;

(@ tre location of the pramisss where garlding is to e
conduded under the license,

@ the gares gamig devices, cr other gardina activity to
ke conduded under the license;

BBBrt



@ tre renes of all peasas directly cr 1S Mectly
interested in the garlding enterprise ad the neture cf each -arson's
interest;

(® other informetion ad details that the boad requires,

X} Tre applicant shall post a kerd in the aourt ddemu - by
the beard for paymet of fees, taxes, ad net prooseds uder this
chepter.

@ Thebeard nay Not issue a license to a parson Wo

(D) hes been convicted of a aine defined in AS 0540C1C(c!;

@ failed to pay a fee, a tax, or proosecs de to the bead
cr a municipality at the time of application;

(@ failed to disclose, misstated, or atenpted to midead
the boad as to a material fact in an application for a license uck
this chapter,

@ hes ben conicted of violating a regulation cf the
board

Sec. 0540100, ISSANE AD ANEM. (- LICENSS KR GAMVBING
HIBHRE @ A license for a garding enterprise is issued to a
parson for a period of ae year ad is not transferable to another
person

(o) A separate license for aandirg enterprise is required
for eech premises weare garlding is conduded Allicense is valid only
for te pramsss listed an the license ad is not transferable to
another premisess Only ae license nay ke issued for each pramises
where garding is conducted



© A license issued uxkr this depler is raendde for
successive ere=year periods.  The beard shall reew the license for a
garbling enterprise if the licensee

@ isin cod standing withtte board s to all
licenses currently held by the licensee; arc.

@ hespad all fees, taxes, ad poseeds deto the
boad cr amunicipality for all licenses held bytre licensee at the
tire of renewal.

Sec. 0540110, GAMBING ESTRARIE LID'SE. la) Subject to /S
0540090(b) - (d), the bead shail issue a garbling enterprise license
O amunicipality, toa state agegy, or to apason wo hdds a
baverage dispensary license issued under AS C411.C20 for the conduct cf
paer ad other card gnes ad the operation of slot nadines as
specifically listed an the license.

(o] A municipality, a state agancy, or a person wo hads a
baverage dispensary license issued under A5 0411090 nav goply to the
boad for a license authorizing the conduct of gnes ad other garding
activities in addition to those set forth in subsection (a). Tre boad
shall issue a license to a municipality, to a state agecy, cr to a
pason wo satisfies the requrements of this dapter ad the
regulations of the board In issuing licenses under this sulosection,
the beard shall porde exroric devdoprert, free competition, the
public health, safety and morals, ad the general welfare cf the state,
ad the stability and suocess of gartding



© The suspension, revocation, cr transfer of the beverace
dispersary license for the prerases subject to a license issued uckr
this section irtrediately sugoands the license issued under this section.
d) A license issued udk this section authorizes the
licensee to conduct gates ad ether caroling activities as specifically
listed an the license.

Sec 0540120, REMHG &F ZAHY. A license for a garbling
enterprise shall ke posted in a congaicuous location an the premises by
the licensee.

Sec. 0640130 V@K FRMT (@ Sach pasn engdoed by a
garbling enterprise shall dotain a wak permit issued by the boad
before conducting or otherwise participating in the conduct of garbling
uckr this chapter.

(b Peocords acquired by the board  relating o applications forama
issuance of wak permits are confidential, out ray ke released to alawv
enfacenent agay.

(© Tre boad tray not issue awak pemit to a parson convicted cf
a aime desaibed in AS 0540.010(C).

@ Tre boad refuse to issue cr raew awak penmit to an
applicant \rt hes

(0 failed to disclose, misstated, or attenpted to misead
the board as to a material fact in an application for issuance cr
rerend of a wak permit;

(@ failed to ccopiy with the reculaticr.s of the board

@ ocomitted, attenpted cr congpired to comit a aine of
mod tupitude, Nmoezzernent, cr larceny against an enpoyer.

4.



Sec. 06-50H0. R F THE HOMD  Reoadks of the bead are
public records ard are subject to public rspeeticn exoat as otherwise
proviced by this chapter or by regulations of the beard

Sec. 0640150 FROEH® @ If the license for a garbling
enterprise is issued to a state agagy, the state agaty shall transmit
the net praoeeds of the garbling enterprise to the beard

b If te license for a garbling enterprise is issued to a
nmuricipality, the municipality shall trar.srit 5 percent of the license
fees set forth in (ci of this section to the beard

(© Exoept s povded in Id) ad <e of this section, if the
license for a garbling enterprise is rot issued o a state sgtr- cr o
a municipality, the licensee shall trar.srit to the head a license fee
besed yon all the gross revenie of the licensee as follows:

Three percent of all the gross revenLe of the licensee which
does not exoeed SE0000 per calendar nath

Four percent of all the gross revanLe of the licensee which
exoeeds 550000 per calendar nath ard does not exosed
5134000 per calendar noth ad

Fve ad three-fourths percent cf all the gross revenLe of
the licensee which exasacs S134000 per calendar noth

Id If the license for the garling enterprise is rot issued to a
state agay or o a municipality ard if the license is issued for a
carding enterprise that is located within a municipality, the licensee
shall transmit 9 percent of the license fees set forth in (¢) of this
section to the board



© If the license for the garbling enterprise is rat issued to a

state agaoy O to a municipality ad if the license is issed fcr a
galing enterprise that is located W'rlhin$ a municipality, the
municipality nay inpoe fees an the garlding enterprise equd to
percert of the license fees set forth in (€) of this section

ARTICLE 2. GAVBLING WITHIN MUNICIPALITIES.

Sec. 05.40.200. GAMBUNG VIITHN A MUNICIPALITV.  Except as
prodced in AS 0515, gadii within a mundpdity  if
He wvoters cf the municipality have not ggaoed a rdereadum cr
initiative authorizing garlding within the municipality urcer
A5 2936610

ARTICLE 3. MSCELLANEQUS PROVISIONS.,

Sec 0540300, FRCHETED ACIS ADFENALTES @ It is a class

AnslreEnor to

(@ violate or fail to conpy with a prevsion cf Phis
dhgpter a regulation adoped udlr Phis chapter, if ro effect on the
alone of a gne or event that is the subject of a bet was intendedt

@ record, report, or register a racer cr to garide except
ucher tre provisions of this chapter;

@ oade or to permit a parson to ganlde if the pearson is
uckr tre age of 21

(o) Violation of Phis dngpter or a regulation adoaed uder this

dnapter with intent to affect the auoore of a gae a ganirg device, or
cPher garlding activity licensed under Phis dhapter is a dlass C felony.



Sec C540310.  AOMNISTIPAINE PRGTUR2 ACT.  Tre gperatios cf
e head are sub'ect to AS 4464 (Administrative Rroosdlre Act), except
as athewise provided in Phis chapter.
Sec 0540320, GONHICT OF ATBEST ACT. Tre bead is subject to
AS 50 (cenfiict of interest).
AFTICLS 4. GETHAL FROASONS
Sec 540900, TEANTICNS.  In Phis dhapter
@D "becarc' neas the Alaska Garbling Beardt
@ '"garbling" neas an activity in which a parson stakes cr
risks sovehing cf “due yon the cutcore of a gne cr a furore
contingent evert rot uder Ae person’'s control ¢r influence, yan an
agearat or understanding that that perscr. cr soirexre  elsewill receive
sarething cf value in the event of a certain, cutccre,
@ "garbling enterprise” nEas a business established ard
licensed fcr He pupose of condudting garbling uder Phis dgpter;
@ o€’ neas a gne played "nth cards, dice, eauitnent cr
a nmedenid, electromechanical, or electronic device for nmoey,
property, deds, credit, cr a representation cf value, induding faro,
mote rculette, keno, fantan, mety=ae blackjack,
sever-ardataf, bic injun, kondike, craps, acker, chuck-aucdk,
Chiree dhuckaduk  (dai-shu), whed cf fortune, dern da fer,
baccarat, pai can beat Ae barker, parguicui, slot medirg a banking
or paraaiage gne cr ether gne or device gaaoed by tre beard but
does ret induce gares paved with cards in private hores cr residences
where a o doss et nake nogy for operating tre care, ecgt as a
player;



® "eaning device' neas equpret nr a medanica,
electromechanical or electronic contrivance, corparent, cr medire use
remotely cr directly in comnection with a gne that affects the result
cf awager by determining wirs or less;

© 'Citm_temﬁ nears the total of all:

@ Ceh received as winnings,

b GCxh received in pyrat for credit edended by a
licensee tc a patron fer puposss of caring am

(© Compastion received for condudting any grne m
which the licensee is nat party to a weger, less the total of ail ceh
paid out as losses to patras ad those anouts pad to pudese
annuities to fud losses pad to patros ever several -ears by
independant financial institutions.

@ "parimutuel” neas a fam of wageing an the allone ci a
race in which those Wo wager personally pudiese cickets cf various
denomiretios an a participant in the race ard all wagers for each race
ae poded ad hedd by the licensee conduding the nest for
distribution; wen the aldoore of the race hes been dedded the
licensee condudtion the net distributes the percentage of the total
weagers deterined by the board to holders cf tickets an the winner.

*Sec. 3. A51166280(1) is avaold to read
@ "garding' neas that a pason stakes cr i
sonething of value yam the autooe of a contest of dae cr a future
contingent event rot uder the person's control or influence, yom 3.
agearert cr udarstandrra that that cerscn or smeare else will receive
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sarething of value in the event of a certain cutoote: “garbling'*fees r.ct
indude
(A beta fide business transactions valid uder tre lawv
of contracts for the purdese or sale at a future chte of
securities or comnedities ard agearets to aonpaste for loss
caused by the hgpenire of charce, induding contracts cf
indenmity or guaran/ ad life, health, cr acadent insurance;, or
B playing an ansat device that
(i) confers cnly an irreciate right of replay not
edhangeade for satething cf value ether then the privilege
of imedae replay; ad
(if) does not contain a nethod cr device by which
the privilege of inmedae replay ray ke cancelled cr revaedt
© a activity “authorized by the ccmissicr.er cf
revene uder AS 0515, cr by the Alaska Garblirc Head uder /S
0540.
*Sec 4. AS 1166280(4) is avadd to react
@ ‘"ogarding enterprise” neas a garding business
whidh

A indudes five or noe parsans Wo condudt, finance,
maregg supenvise, direct, or aimall or part cf the business,

B hes bencr remairs in substantially continuous
operations for a period in excess of 3 days cr hes a cress noore
of 32000 or noe in ay single day, (AV)

© is nat a municipalitr cr a qualified organization uder
IS 0615 (48 05.15.210(15)!, except that, fer pupcsss of this



paragraph, 1o application for a remit [UCANSE uder AS 1515
(A5 0515210(15)] is required to ke corsidered a qualified
organization; ard
O is not licensed under AS 0540,
*Sec. 5 A5 1866080is amardkd by adding a rew subsection to readt
(OBefore gaodnet or endoyret, the  Deoatmert of Public
Safety shall investigate ad ascertain whether
(D a pason gypainted by the govemor O serve as a renter
of the Alaska Gariding Heard udr AS 0640 hes e convicted ci a
aime desaibed in AS 05.40.010(c);
@ anaoe of the staff of cr parson endoed tv the Alaska
Garding Board an applicant for a license for a gartding enterprise, or
an applicant for a wak pemit hes been coomcted cf a aime ude tre
lans of the state or another jurisdiction.
*Sec. 6. AS 2935 is anatkd by addng rewsections to readt
ARTNCAE 9. GISING WTHN MUNAPAUTIES
Sec. 2035600, GASING FERMITTHD  Bxoepit as authorized undkr /S
0515, garding rey rot be coduded within a municipality unless a
majority of the voters of the municipality ggxoe a rdeacum or
initiative authorizing garbling.
Sec 2036610 LA QPIONBECTION (@ Tre folloning ruesticr.
nay ke placed before the voters of the municipality:
"Shall garding ke pemitted in ... (e
of municipality)?””



b Tre question set cut in (@ of this section rav e paced
before the voters of the municipality by the legislative body of the
municipality or by initiative petition. Notwithstanding
AS 2026130(b)1) ad (2), an initiative petition shall ke sged by a
rurie of voters equel to five percent of the nunioer of votes cast in
the last regular election held before the petition was issued.

© If amgority of the voters vote 'yes" an the question set aut
in @ cf this section, garding nay ke coduded withing the
municipality uder temrs of a license issued by the Alaska Garding
Board

Sec. 2035620, LGCA QPTAON HECTIONS BY MUNAPAUTIES -TTH=:
BJIGE 2035620 Tre rights cf the voters of a mur.icipality located
within a boaugh to a binding election uder A 2925510 shall rct ke
affected fov a vote an the se subject by all the voters cf the boough

Sec. 2025530, HES ONGAMBING WITHN.MUNIAPAUTIES If a
license for a gariding enterprise issued udke A CG-B0110 is not
issued to a state agay or to a municipality, ad is located within a
boaugh which hes vated to pemnit gantding pursuant to A5 19.35610, the
goveming booy of the boaugh nay inpose by adinence the fees set forth
in AS 0540.150().

(o) If a license for a garding enterprise issued uder /S
0640110 is nat issued to a state agaoy or to a -munidpelity, ard is
located within a baouch which hes not voted to permit gantding pursuent
to AS 2035610, the goverming body of the municipality within which the
garding enterprise is located nay inpoe by adinance the fees sec
axth in AS 0540.150().



m Bar

Sec. 2035640, AFRICATION” AS 2036600 - 2936650 gpply to
hare rule ard gareral law municipalities.

Sec. 203650 CENNTCHS In A 2023FHB6D - 2025650
"gambling” "'garlding enterprise,” ad '@’ hae the meanings gven in
AS 0540900.

* Sec. 260 AS 2050200b) is avadkd by adding a rew paregaph o
react

@9 Alaska Garding Beard (AS 0540010)
* Sec. 27, AS 4462330fa) is avadd by adding a rew paraggpoh to
read:

& Aaska Garding 3card (A5 0540010).
¢Sec. 28 INMAL COMMEION AAFONIMINIS - The govamar shall nale
the initial gypanment of mantms cf the Alaska Gardding Heard within
3 days after the effective cite cf this Act
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SB 263

MONTANA
VIDEO

NEVADA
VIDEO

ALASKA
PULLTABS

ALASKA
COIN-0OP
DEVICES

VIDCHART.TXT

COMPARISON OF VARIOUS GAMING LAWS

FEES

$200/device
$100/bar owner
$1000/distributor

$100/device/state
$100/device/local
$1000/distributor
$1000/manufacturer

$250/device

$1000/distributor
$500/manufacturer

$240/device
$50/distributor

TAX

15% net income

15% net income

If fewer than 15
machines: $180 each
for first 5, $360
each additional

If more than 15
machines: $80 each
plus 3% first $50,000
gross revenues, 4%
next $85,000, 6% any
additional

3% gross receipts
less prizes

none

Pourchot
1990

Sen.
March 7,

USE OF FUNDS

device fee and

net income split
2/3 state GF, 1/3
local govt? other
fees all to state

1/3 to state GF
2/3 to local govt

state GF

state GF

device fee 50%
state GF, 50%
local? distrib=
utor fee state
GF
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Notice 1is given that the Department of Commerce and Economic Development, Division of
Occupational Licensing, under authority vested by AS 05.15.060 and AS 05.15.130,
proposes 1> adopt new regulations in Title 12 of the Alaska Administrative Code dealing
with operators, pull-tab manufacturing and distribution, pull-tab sales, bingo session
limits, prize award limitations, definitions, repeal of regulations in Title 15, Chapter
105, and other provisions, all of which serve to clarify and implement AS 05.15.060 and

AS 05.15.130 as follows:

1. 12 AAC 34.200 OPERATOR LICENSE REQUIRED, 1is a new section which clarifies
when an operator is required to be on contract to conduct gaming activities;

2. 12 AAC 34.210, OPERATOR REPORTING REQUIREMENTS, is a new section which
clarifies operator reporting requirements;

3. 12 AAC 34.220, OPERATOR RECORD KEEPING REQUIREMENTS, 1is a new sec—
tion which clarifies operator record keeping requirements;

4. ARTICLE 2. PULL-TAB MANUFACTURING AND DISTRIBUTION, 1is a new article
which addresses the manufacturing and distribution of pull-tabs, in—
cluding new state identification labeling requirements. This arti—
cle includes the following sections:

12 AAC  34.300 STANDARDS FOR CONSTRUCTION OF PULL-TABS

12 AAC  34.310 PULL-TAB SERIES ASSEMBLY AND PACKAGING

12 AAC 34.320 MANUFACTURER DISTRIBUTION

12 AAC  34.330 STATE IDENTIFICATION LABELING

12 AAC 34.340 MANUFACTURER®S MONTHLY REPORT

12 AAC 34.350 PULL-TAB DISTRIBUTOR LICENSING APPLICATION

12 AAC  34.360 DISTRIBUTOR™S MONTHLY REPORT

12 AAC  34.370 PURCHASE OF PULL-TABS BY LICENSED DISTRIBUTORS
12 AAC  34.380 SALE OF PULL-TABS BY A LICENSED DISTRIBUTOR

12 AAC  34.390 PULL-TAB TAX

12 AAC 34.400, LIMITATION ON PULL-TAB SALES, is a new section which de—
fines what is considered a game or series of pull-tabs and clarifies
the intent of AS 05.15.187(b);

12 AAC 34.500, BINGO SESSION LIMIT, is a new section which expands the
number of bingo sessions allowed per month which can be conducted by a
permittee and the number of sessions allowed when conducted by an oper—

ator;

7. 12 AAC 34.900. PRIZE AWARD LIMITATIONS, is a new section which clari—
fies the statutory and regulatory limitations on payment of prize
awards for bingo and all other authorized games;

8. 12 AAC 34.990. DEFINITIONS, 1is a new section established to define

terms used in this chapter, including, but not limited to, the defini—
tion of a permittee, pull-tab, and pull-tab game;

(Over)



9. 15 AAC 105.110(5), which set a bingo session limit of nine per month,
is repealed;

10. 15 AAC 105.330, which set restriction on the distribution of pull-tabs,
is repealed;

11. 15 AAC 105.350, which established an additional prize award limitation,
is repealed.

Copies of the proposed regulations may be obtained by writing to the Division of
Occupational Licensing address indicated below or by telephoning (907) 465-2537.

Notice is given that any person interested may make written comments relevant to
these proposed regulations by writing to Kevin Henderson, Regulations Spe—
cialist, Division of Occupational Licensing, P "ONj~AD-L46t~AN~AUJAAK 99801 , so
that those comments are received no later thafTTIONDAY, JANUARY 8, 1990>) ~5"3 Y

Notice is also given that oral or written comments can be made during any of the
hearings listed below:

TELECONFERENCE Tuesday, December 12, 1989
Lesiglative Information Offices 9:00 a.m. to 12:00 p.m.
in Bethel, Juneau, Ketchikan,
Kodiak, Kotzebue, Mat-Su and Nome

KENAI1/SOLDOTNA Wednesday, December 13, 1989
Kenai Peninsula Borough 1:00 p.m. to 3:00 p.m.
Assembly Chambers
144 N. Binkley, Soldotna

ANCHORAGE
Egan Convention Center
Space 2, Lower Level
555 W. 5th Avenue

FAIRBANKS Friday, December 15, 1989
Noel Wein Library 9:00 a.m. to 12:00 p.m.
Auditorium

1215 Cowles Street

All hearings will continue only as long as there are people to testify, and will
not be extended past the ending times indicated above.

This action is not expected to require an increased appropriation.
After the deadline stated above, the Department of Commerce and Economic

Development may adopt regulations within the scope of this notice, without
further notice, or may decide to take no action on them.

"Raidall P. Burns, Director
Division of Occupational Licensing

DATE:



PROPOSED REGULATION

Authorized Games of Chance and S kill

Notice ia given that the Department of Commerce and Economic Development, Division
of Occupational Licensing, under authority vested by AS 05.15.060 and AS 05.15.130,
proposes to ad\?% a rnew regulation in Title 12 of the Alaska Administrative Code
which defines may and mey not sell pull-tabs on behalf of a permittee. This
regulation serves to clarify and implement AS 05«15.060, AS 05.15.122, AS 05.15.130

and AS 05.15.160 as follows:

12 AAC 34410, AUTHORIZATION TO SELL PULL-TABS, is proposed as a new section to
identify who may and nay not sell pull-tabs to the public. This section wiill
substantially curtail the current use of third-party "vendors" to sell pull-tabs on

behalf of a permittee.

he"”Department of Commerce and Economic Development does not anticipate ado[:)_tlng
this regulation (or a similar one) until after the issue of vendors selling
pull-tabs has been addressed by the Legislature in 1990. This proposed regulation
reflects the current position of the department on this issue and, if no
Legislative changes are made, may be adopted after the written comment deadline

mstated below.

If one is not attached to this notice, a copy of the proposed regulation naey be
obtained by writing to the Division of Occupational Licensing address indicated

below or by telephoning (907) 465-2537.

Notice is given that any person interested mey submit comments relevant to this
proposed regulation by writin o to—Kevin—Henderson, Regulations Specialist, Division
of Occupational Licensing, E<6T box D-LIC, JUn™au, AK 99801, so that those comments
are received no later tharf MONDAY. MAY 21. 199ID)

Notice is also %iven that oral or written comments can be made during any of the

hearings listed below:
TELECONFERENCE Tuesday, December 12, 1989
Legislative Information Offices 9:00 am. to 12.00 p.m.

in Juneau, Ketchikan, Sitka, Bethel,
Mat-Su, Kodiak, Kotzebue, and Nore

KENAI/SOLDOTNA Wednesday, December 13, 1989
Kenai Peninsula Borough 1.00 pm. to 3:.00 pm.
Assembl\é_Chambers
144 N. Binkley, Soldotna

_ Xirtfrsday, December 14™ 1989,
Egan Convention Center ~00 am. to 1200 p.m.

Space 2, Lower Level
W 5th Avenue

FARBANKS Friday, December 15, 1989
Noel Wein Library 9:.00 am. to 12.00 p.m.
Auditorium

1215 Cowles Street

All hearings will continue only as lona as there are people to testify, but
w ill not be extended past the ending tm*T indicated above.

This action is not expected to require an increased appropriation.
After the deadline stated above, the Department of CofiSfierce arid Economic

Development nmey adopt a regulation within the scope of this notice, without
further notice, or may decide to take no action on it.

Randall P. Burns, Director. ]
Division of Occupational Licensing



PROPOSED REGULATIONS
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
DIVISION OF OCCUPATIONAL LICENSING

12 AAC is amended by adding a new chapter to read:

12 AAC 34.410. AUTHORIZATION TO SELL PULL-TABS. (a) No
person may sell pull-tabs to the public on behalf of a
permittee/ unless that person is

(1) an active member of the organization holding
the permit on whose behalf the pull-tabs are being sold/ where

(A) the member receives no compensation or
consideration for selling the pull-tabs for the

organization, and

(B) no expenses for allowing the pull-tab
sales to be conducted are charged against the organization
holding the permit;

(2) a paid employee of a permittee;

3) a licensed operator under contract to a
permittee; or

4 a paid employee of a licensed operator.

(b) Except as described in (a)(4) of this section, a
pull-tab operator may not use another person to sell pull-tabs
on the operator®s behalf. (EffT. / 7/ , Register )

Authority: AS 05.15.060
AS 05.15.130
AS 05.15.187
AS 05.15.210

REVISED DRAFT 0225R -1- November 16, 1989



PROPOSED REGULATIONS
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
DIVISION OF OCCUPATIONAL LICENSING

12 AAC is amended by adding a new chapter to read:

CHAPTER 34,
GAMES OF CHANCE AND SKILL

Article

1. Operators (12 AAC 34.200 — 12 AAC 34.220)

2. Pull-tab manufacturing and distribution (12 AAC 34.300 —

12 AAC 34.390)

3. Pull-tab games (12 AAC 34.400)

4, Bingo games (12 AAC 34.500)

5. General provisions (12 AAC 34900 — 12 AAC 34.990)
ARTICLE 1.
OPERATORS.

12 AAC 34.200. OPERATOR LICENSE REQUIRED. (a) Except as
provided in (b) of this section, an operator licensed under
AS 05.15.122, must be retained on contract when any one of the
following is true of the gaming activity being conducted:

(1) a person manages, supervises, or in anyway is
in charge of or responsible for conducting gaming activities on
behalf of one or more permittees, including a person who
receives compensation or other consideration for providing
gaming services; ofr

(2) except where operators are prohibited by
municipal ordinance under AS 05.15.124, or in communities that
have a population of under 5,000, two or more permittees join to
conduct gaming activities, including the shared use of employees

0or gaming equipment.

(b) Nothing in this section prohibits a permittee from
conducting gaming on its own behalf without the services of an
operator. (Eff. /7 / , Register )

Authority AS 05.15.060
AS 05.15.122
AS 05.15.130
AS 05.15.210

REVISED DRAFT 0217R -1- November 16, 1989



12 AAC 34.210. OPERATOR REPORTING REQUIREMENTS. An
operator shall comply with all monthly, quarterly, and annual
reporting requirements of AS 05.15 and 15 AAC 105,

(Eff. / [/ [/ Register )

Authority: AS 05.15.060
AS 05.15.122
AS 05.15.130
AS 05.15.165

12 AAC 34.220. OPERATOR RECORD KEEPING REQUIREMENTS. An
operator shall comply with all record keeping and accounting
requirements of AS 05.15 and 15 AAC 105. (Eff. [/ [
Register )

Authority: AS 05.15.060
AS 05.15.122
AS 05.15.130
Aft 05.15.165

ARTICLE 2.
PULL-TAB MANUFACTURING AND DISTRIBUTION.

12 AAC 34.300. STANDARDS FOR CONSTRUCTION OF PULL-TABS.
(a) A pull-tab must

(1) be constructed so that it is impossible to
identifywhether it is a winning or losing pull-tab, either by
revealing the numbers or symbols or by the size and shape of the
pull-tab, until it has been played by the purchaser;

(2) be constructed using at least a two-ply paper
stock construction so that it is completely opaque;

(3) have conspicuously printed on the face or cover
sheet, the series number and the name of the manufacturer:

. (4) show the consumer how to open the pull-tab to
determine the winning symbols or numbers,

(b) Pull-tabs within a single pull-tab series must be

(1) of the same length, width, and thickness, not
varying by morethan 3/64 of an inch at any dimension;

(2) color coded when individual series numbers are
repeated.

REVISED DRAFT 0217R -2- November 16, 1989



(c) A manufacturer shall establish its own method of game

protection which allows the manufacturer or the department to
determine, after the pull-tab has been played, the difference
between an authentic winning pull-tab and a nonwinning, altered
or forged pull-tab. The manufacturer shall submit to the
department a letter explaining the method of game protection
used and shall keep the department informed of any changes.
(Eff. [/ [ , Register )

Authority: AS 05.15.060
AS 05.15.181

12 AAC 34.310. PULL-TAB SERIES ASSEMBLY AND PACKAGING, (a)
pull-tab manufacturer shall manufacture, assemble, and package
pull-tab series so that any winning pull-tab, or the
proximate location of any winning pull-tab, cannot be

A
a
a
determined, in advance of actually opening the pull-tabh.

p
e

(b) Winning pull-tabs must be evenly distributed and
mixed among all other pull-tabhs in the series.

(c) When a pull-tab series is packaged in more than one
container, the entire series of individual pull-tabs must be
thoroughly mixed and distributed evenly among the containers so
that the location or approximate location of a winning pull-tab
or concentration of winning pull-tabs cannot be determined.

(d) A container of pull-tabs must be clearly marked on
the outside with the name of the manufacturer, the pull-tab
series number, and the name of the pull-tab game enclosed.
(Eff. / [/ , Register )

Authority: AS 05.15.060
AS 05.15.181
AS 05.15.187

12 AAC 34.320. MANUFACTURER DISTRIBUTION. (a) A pull-tab
manufacturer may only distribute those pull-tabs which 1tself
designed, constructed, assembled and packaged. A manufacturer
may not sell pull-tabs that were purchased from another pull-tab

manufacturer.

(b) A pull-tab series may not be sold or distributed
unless the manufacturer has meet the state identification
labeling requirements of 12 AAC 34.330.

(c) A packing slip must be included with each shipment of
pull-tabs, which shows the

REVISED DRAFT 0217R -3- November 16, 1989



(1) name of the manufacturer;

(2) series number;

(3) date the series was packaged;

(4) name or identification of the person who
series; and

(5)

packaged the . o .
state identification number. (Eff. [/ [

Register )

Authority: AS 05.15.060
AS 05.15.181
AS 05.15.185

12 AAC 34.330. STATE IDENTIFICATION LABELING. (a) The
department will provide all licensed pull-tab manufacturers with
state identification label and accompanying records entry
labels, each pre-glued and imprinted with the same unique number
or combination of letters and numbers, to be used for
identifying and tracking the sale and distribution of pull-tabs
present in the state.

(h) A pull-tab series may not he sold or distributed
unless a state identification stamp has been affixed to the
flare card accompaning that series and the state identification
number is recorded in accordance with this section.

. _%c) Before shipfing a pull-tab series to a licensed
distributor, the manufacturer shall

. (1) adhere the state identification stamp onto the
lower right hand corner of the flare card accompanying that
series of pull-tabs;

(2) write, in permanent ink, the series number of
the pull-tabs being shipped into the the space provided on the
state identification stamp;

(3) adhere a record entry label to the monthly
report required under AS 05.15.181(e) and 12 AAC 34.340; and

- (4) adhere a record entry label to the invoice sent
to the distributor purchasing the pull-tabs.

(d) The remaining record entry labels must be included in
the pull-tab series shipment for use by the distributor,
operator, or permittee in accordance with other provision of
this chapter. (Eff. / [/ , Register )

Authority: AS 05.15.060
AS 05.15.181
AS 05.15.185

REVISED DRAFT 0217R -4 - November 16, 1989



12 AAC 34.340. MANUFACTURER'S MONTHLY REPORT. (a) The
monthly report required under AS 05.15.181(e), must be submitted
on forms provided by the department and must identify the
following information for each pull-tab series shipped since the
last report filed under this section:

%1{ name of each game;
2 series number;

3 state identification number;

4 name of the distributor to which it was sold.

(h) The state identification number required in (a)(3) of
this section, must be verified on the monthly report form by
adhering a records entry label to the space provide.

(Eff / [ , Register )

Authority: AS 05.15.060
AS 05.15.181

12 AAC 34.350. PULL-TAB DISTRIBUTOR LICENSE APPLICATION
REQUIREMENTS. An applicant for a pull-tab distributor license
under AS 05.15.183 shall submit to the department

(1) a completed application on the form provided by
the department;

(2) the fees as required by AS 05.15.183(h); and

(3) all other information or documentation
by the department at the time of application.
/. Register )

Authority: AS 05.15.060
AS 05.15.183

e
/

12 AAC 34.360. DISTRIBUTOR'S MONTHLY REPORT. (a) The
monthly report required under AS 05.15.183(d), must identify the
following information for each pull-tab series distributed since
the last report filed under this section:

(1) name of the game;

%2% serial number;

3 state identification number:
543 date distributed:

5 manufacturer:

(6) price per ticket;

(7) ticket count;

(8) gross pay out;

(9) i1deal net; and,

REVISED DRAFT 0217R -9- November 16, 1989



(10) name of the permittee or operator to which the
pull-tab series was sold; and .
(11) any other information the department may
require.
(b) The state identification number required in (a)(3)

this section, must be verified on the monthly report form by
adhering a records entry label. (Eff. / / , Register )

Authority: AS 05.15.060
AS 05.15.183
AS 05.15.185

12 AAC 34.370. PURCHASE OF PULL-TABS BY LICENSED
DISTRIBUTORS. A distributor shall order, purchase, or receive
pull-tabs directly from a pull-tab manufacturer who adheres to
the requirements of the National Association of Fundraising
Ticket Manufacturers (NAFTM). A distributor may not order,
purchase, or receive pull-tabs from another distributor.

(Eff. /[ , Register )

Authority: AS 05.15.060
AS 05.15.183

12 AAC 34.380. SALE OF PULL-TABS BY A LICENSED
DI&TRIBUTOR. (a) Each pull-tab series sold by a distributor
must be supported by a written invoice delivered to the
purchaser that identifies the

(1 name of the game;

(2 serial number;

(3 state identification number;
(4 date of the sale;

(5

ull-tabs:

purchased the . '
name and license number of the operator, if

(
57
8

(h) The state identification number required in (a)(3) of
this section, shall be identified on the invoice by adhering the
records entry label. The remaining record entry fabel must be
included in the pull-tab series shipment to the operator or
permittee for their use in meeting other recordkeeping
requirements,

(c) A pull-tab distributor may distribute pull-tabs only

6
applicable;
dollar amount charged for that series; and

)

)

|

) name and permit number of the permittee who
p

)

; amount of pull-tab tax charged to the purchaser.

to permittees or licensed operators. (Eff. / / . Register
Authority: AS 05.15.060
AS 05.15.183

REVISED DRAFT 0217R -6- November 16, 1989



12 AAC 34.390.
conducting gaming activities

PULL-TAB TAX.
on bhehalf of a permittee

(a) A permittee or operator
shall pay,

to the distributor, a pull-tab tax of 3 percent of the ideal net
of the pull-tab series. Payment of the pull-tab tax is due to
the distributor at the time the pull-tab series is distributed

to the

permittee or operator,
department by the

distributor*

not, at the time of filing the monthly report required under
AS 05.15.183(d) and 12 AAC 34.370.

(h) In this section, "ideal net" means the total amount
of receipts that would be received if every individual pull-tab
ticket in the series was sold at its face value less the total
predetermined prize amounts available to be paid out in the
series exclusive of any additional prize for the last pull-tah
sold. (Eff. /[ | Register )

Authority: AS 05.15.060
AS 05.15.183
AS 05.15.184
ARTICLE 3.
PULL-TABS GAMES.

12 AAC 34.400. LIMITATION ON PULL-TAB SALES. Each
pull-tab or ticket in a pull-tab game must have the same serial
number and, in accordance with AS 05.15.187(b), the game may not
be sold at more than one location during the same day. In

12 AAC 34 and 15 AAC 105,

"pull-tab game" has the

The tax must be paid to the
whether actually

collected or

same meaning

as "pull-tab series." (Eff. / , Register )
Authority: AS 05.15.060
AS 05.15.130
AS 05.15.187
AS 05.15.210
ARTICLE 4.
BINGO GAMES.

12 AAC 34.500.
conducts hingo games on its
an operator may hold up 14 bingo
permittee which uses an operator

behalf is limiced to 11 sessions
Register )
REVISED DRAFT 0217R -1 -

BINGO SESSION LIMIT.
own behalf without the
sessions

per month,

A permittee which
services of
per month. A
conduct bingo gamas on its
(Eft. 1/ [/ |

November 16, 1989



Authority: AS 05.15.060
AS 05.15.187
AS 05.15.210

ARTICLE 5.
GENERAL PROVISIONS.

12 AAC 34.900. PRIZE AWARD LIMITATIONS. (a) A permittee
conducting authorized games on its own behalf is limited to the
following prize award limitations per calender year:

(1) bingo, $840,000; and

(2) the aggregate of all other authorized games,
$1,000,000.

(b) ~ An operator conducting authorized games on behalf of
a permittee is limited to the following prize award limitations
per permittee per calender year:

) bingo, $660,000; and

(1
(2) the aggregate of all other authorized games,
$500,000. (Eff. /1 / , Register )
Authority: AS 05.15.060
AS 05.15.130
AS 05.15.180

12 AAC 34.990. DEFINITIONS. In this chapter

(1) "permittee” means a municipality or qualified
organization who has a current and valid permit issued by the
department to conduct authorized games of chance and skill
provided for under AS 05.15.

(2) "pull tab" means a card or a single folded or
banded ticket, the face of which is covered to conceal a number,
symbol, or set of numbers and symbols. A person who has
purchased a pull tab compares the numbers, symbols, or
combinations of numbers and symbols revealed and compares them
with the numbers, symbols, or combinations of numbers or symbols
which have been designated in advance and at random as prize
winners. A pull--tab is also defined as a card which confers an
additional right to the purchaser to participate in a lottery
for additional prizes.

REVISED DRAFT 0217R -8- November 16, 1989



(3) A "completed pull-tab game" means that
individual pull-tabs in a series, having the same serial number,
have been purchased and played. (Eff. / [/ | Register )

Authority: AS 05.15.060
AS 05.15.130

TITLE 15 REPEALS

15 AAC 105.110(5) is repealed:

(5) Repealed / . (Eff. 9/7/60, Register 2;
am 11/6/76, Register 60; am 10/1/88, Register 107; am /!
Register )

Authority: AS 05.15.060

15 AAC 105.330 is repealed:

15 AAC 105.330. PULL-TAB DISTRIBUTOR'S LICENSE;
DISTRIBUTION RESTRICTION. Repealed / /

15 AAC 105.350 is repealed:

15 AAC 105.350. ADDITIONAL PRIZE LIMITATION.
Repealed /]

REVISED DRAFT 0217R -9- November 16, 1989
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HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.O. BOXY, JUNEAU 99811
(9CT) 466-382

RECEIVED OCT 19 1933 October 17> 1989

Dear Col legue:

I was recently solicited to sign a letter requesting that the Department of
Commerce and Ecomomic Development not issue its emergency regulations
implementing the law governing charitable gaming operations iin Alaska. The
reason for this was to allow Lottery Alaska to continue to operate.

\

The emergency regulations were an attempt on the part of DCED to issue fair
warning (key parts were not effective until January 1, 1990) to Lottery
Alaska and other organizations, prior to enforcing provisions of the law
that would have immediately put them out of business. Far from being

onerous or unfair, the regulations would have provided a safety net for
some organizations while leveling the playing field for all participants.

IT the emergency regulations are not adopted, DCED must immediately enforce
the law, including specific provisions that prohibit the use of vendors and
statewide pull tab games.*

While 1 have no knowledge of any intentional wrongdoing by Lottery Alaska,

the fact is what they are doing violates state law and the clear intentof
the Charitable Gaming Reform Act of 1988 (HB 299). If the people of Alaska
want lotteries of this type then the appropriate course of action is to

adopt statutory law to so provide. Existing law does not do so and was
specifically intended and designed not to do so.

Absent compelling constitutional reasons, 1 relieve requesting that an
existing law not be enforced is generaly not good public policy. The law
is the law and due process and "equal justice under the law” require that
it be enforced as written and as intended by the Legislature. There is no
significant question in this case that existing practice violates existing
law, only that some parties believe the existing law is wrong and should
not be enforced. 1 believe such a request is not appropriate under the
circumstance.

The House Labor and Commerce Committee will continue its work on charitable
gaming legislation next session and | know by working together we can
successfully deal with any remaining issues. 1| look forward to your
assistance in fine tuning existing law to better serve Alaska®"s chaitable

gaming community.

Sincerely.

Representative Dave Donley, Chair
Houso Labor and Commerce Committee

cc: All Legislators

dd/gb



STEVE COWPER, GOVERNOR

DEPARTMENT OF COMMERCE & P.0. BOX D
ECONOMIC DEVELOPMENT JUNEAU, ALASKA 99811-0800
/ PHONE: (907) 465-2500

OFFICEOF THE COMMISSIONER

October 16,1989

onorable PatPourchot
laska State Senate
111 C Street, Suite 506
nchorage, AK 99503

Dear Senator Pourchot;

A cony of the enclosed letter was mailed to all permittees, operators,
distributors, and othersinvolved in charitable gaining in Alaska.

H
A
3
A

| want to make sure that you are aware of the department’s recent
actions in its regulation of the charitable gaming program. The
dePartme_nt remains committed to addressing the major issues
outlined in our September 27, 1989 letter to charitable gaming
licensees, a copy ofwhich was sentto you late last month.

| look forward to working with you to achieve the department’s goals
of good fiscal accountability and consistent regulation ~and
enforcement for all those involved in the gaming industry. Please feel
free to write or call my office if you have any questions or wish to
discuss these issues.

Commissioner

LM /wfdlI87W
101489a _ ,
Enclosure: 10/12 charitable gaming letter



STEVE COWPER, GOVERNOR

DEPARTMENT OF COMMERCE & P.0. BOX D
ECONOMIC DEVELOPMENT JUNEAU, ALASKA 99811-0800

PHONE; (907) 465-2500
OFFICE OF THE COMMISSIONER

October 12, 1989

Dear Gaming Participant:

This is to advise you that the emergency gaming regulations adopted
by the Department of Commerce and Economic Development, Division of
Occupational Licensing, will not take effect as originally sche—
duled. However, our letter of September 27 remains the department®.*
position on the issues facing the charitable gaming industry in this

state.

Because of the department®s concerns for the state of charitable
gaming activities in Alaska and the pressing need for enforcing
accountability and reporting, the division will 1issue public notice
of the proposed regulations in early November, with public hearings
to be held during the second week in December.

The changes and the clarifications included in the proposed regula—
tions will be held in abeyance pending adoption of regulations
through the usual process. For example, permittees that may have
begun to hold additional bingo sessions in anticipation of adoption
of the emergency regulations must now restrict themselves to the
nine (9) - not fourteen (14) - bingo sessions allowed under
current regulations.

The department 1is conducting a review of its enforcement options.
An important asset in this review will be the Charitable Gaming
Advisory Group that 1 will appoint to assist the department.

Sincerely, . 1

Larry Merculieff
Commissioner

LM/th0253L
101189a
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January 31, 1990

Hon. Pat Pourchot
P.0. Box V
Juneau, AK 99811

Dear Sen. Pourchot:

We here at AIRRES, the radio reading service for the blind
and print handicapped, have conducted a survey, pertaining
to games of chance,among othernon-profit organizations.

We would Ilike to sharethe results of this survey with you.

Enclosed, you will find the cover letter that we used for
our survey and the results we have compiled from the survey

we sent.

One of the obvious aspects, as shown by the survey, 1is the
need for gaming laws to be similar to those of Nevada which
eliminate entirely any criminal element from participating
in games of chance.

Our survey was conducted statewide with replies from
Anchorage, Wasilla, Palmer, Fairbanks. Ketchikan, Homer,
Sitka, Juneau, Petersburg, Sand Point, Bristol Bay,
Ninilchik, Cordova. Nome, North Pole, oalcha, Kodiak, St.
Mary*"s, Soldotna, Moose Pass, Skagway. Chignik, Douglas,
Craig, Nenana, Seward and Dillingham.

We hope that this will be beneficial to you in any
legislation that might be forthcoming.

Donald Lutz
President



ATTENTION!
ALL NON-PROFIT CORPORATIONS:

The Alaska Information Radio Reading Education Service is a non-profit agency
which uses Games of Chance and Skill to raise a portion of our funding. Recently,
the Alaska Department of Commerce and Economic Development proposed sweeping
changes in the charitable gaming regulations. These changes included eliminating
the non-profit corporations right to sell pull tabs in multiple locations. We
feel that this w ill severely impact the funding needed by many Alaskan nori-profit

corporations.

We ;t ARRRES are asking the Governor to stop these proposed regulatons and let the
Legislature decide this issue when they convene in January. If your organization
iIs dependent on Gares of Chance and Skill for funding, we urge you to join us in
protecting your right to sell pull tabs through retail locations; these have been
dubbed by the State as third party vendors. Please contact your legislators
through Public Opinion Messages, telephone calls, and hand written letters.

AIRRES is also concerned that there is a strong possibility that the criminal
element is infiltrating the operations of Gares of Chance and Skill in Alaska. We
reconrmend that you urge the State to prohibit the participation of anyone with a
felony conviction in the operation or regulation of Gares of Chance and Skill in

Alaska.

A good model is in those laws and regulations governing gaming in the State of
Nevada. In an effort to preserve our right to gain revenues from the sale of

pull tabs through retail locations we are collecting statistics on the number of
non-profit corporations which use Gares of Chance and Skill to fund their operations.
W hope to use this information to convince the legislature that all of us in
non-profit corporations depend on this to fund our worthwhile causes through Gares

of Chance and S kill.
Please fill out the following questionnaire.

Thank you.



QUESTIONNAIRE

1. Name of non-profit organization:

2. Address:

3. Telephone Number:

TOTAL RESPONSES: 83

1. Do you hold a Gares of Chance and Skill Permit? yES* 44

NO: 39
2. Are you receiving revenues from same?
YES: 33
NO : 35

NO ANSWER: 15
3. Do you use an operator to place your permit?

YES:11
NO: 50
i B 1 . NO ANSWER: 22
. you place your own permit?
YES:29
NO: 27
NO ANSWER 27
5. Do you plan to apply for a Games of Chance and Skill permit in the future?
YES:48 NO ANSWER: 7
NO: 22
MAYBE:6

6. Are you interested in legislation to keep the criminal element out of gaming

in the state of Alaska?

YES: 72 NO ANSWER:7 Three of these who answered
NO 4 No, answered no to all questions
7. Are you interested in legislation to protect your right to sell pull tabs in
retail locations?
YES:53
NO: 21
MAY3F-, 2
NO ANSWER: 7. . . »
Weé urge you W) participate in the process of forming laws and regulations
governing Games of Chance and Skill in Alaska so that your programs may continue

to exsist and expand.
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THE POP SHOPPE
1060 ASPEN
FAIRBANKS, ALASKA 99709
451-6865 OR 456-5688

December 21, 1989

State of Alaska
Senators and Representatives

Box V
Juneau, Alaska 99811

To AIl Senators and Representatives:
Subject: Charitab%e Gaming (My Industry):

The State has gone through astronomical growth here in excess of
$300 million in 1989. The state is five years behind the

industry 1in this field. We have no real expertise at state
regulatory level. This 1is a must and needed now. I support
regulations and bonding. I do not support Washington rules.

This is Alaska.

I also would like to see a small amount of common sense used by

regulatory bodies. The reform laws written by legislators can
never cover all topics involved in regulations and enforcement of

any law.

You and | need to know Commissioners have the tools to enforce
and regulate intent.
The State has been at least guilty of selective enforcement,

selective bonding requirements, allowing Lottery Alaska to start
up a illegal game then changing their mind and trying to stop it.

No consistency in reporting requirements and forms need to
comply.
Changing from Department of Revenue to Department of Commerce 1is

no excuse for the lack of enforcement or guidance by the State.
Past practices and reporting methods have been totally improperly

managed and supervised by State level employees.

Having State employees personal opinions on regulations or the
law is in no way propel*. These decisions should come from
legislators intent or Attorney General opinions on legality of

regulations.

I personally have been openly lied to by those 1in charge.

The State has cost me and others in this industry thousands by
lack of control.



As | supported Reform B ill 299 in 1988 | feel the State has only
made a total disaster in charitable gaming.

Legislative intent was lost. Personal opinions are in effect
now.

The States 3% tax is a large amount. No one in this industry
minds supporting our State in this manner, but feel our payments
would only be larger if it was not necessary to educate and figU

stupidity on State level.

The Department of Commerce should write regulations. They should
also encourage business in Alaska, not restrict it.

I personally have been through hearings five times since reform
on regulations. To date we have N.QE..

How much has this cost the people of Alaska?

How much has the State cost the Non-Profits | work for? In my ..
company it will be over $200,000 in 1989 alone.

The Department of Commerce needs help now, before this atrocity
of justice ends up in court.

The State policies currently .cost thousands of loss perday,. My .
industry cannot wait for State employees to find aplace to pass

the buck again any longer.

| will support any bill that requires regulations of any law

being reviewed by Senate and House before wasting time with .
hearings. If regulations do not follow your intent, you can kill
them.

My company records and accounting practices are always open to
any Senator or Representative who wishes to understand Charitable
Gaming and how it really works. As a board member of Alaska
Charitable Gaming Assn. we offer any assistance needed.

As you return to session shortly, please look in to industry and
state needs in this matter. | will support any common sense

revisions needed.

Fellow Alaskan for Alaska.

Sincerely.

Edward A. Dilley
The Pop Shoppe
E & AServices
Alotto



THE POP SHOPPE
1060 ASPEN
FAIRBANKS, ALASKA m09709
451-6865 OR 456-5688

State of Alaska
Mr. Steve Cowper, Governor
Juneau, Alaska 99811

Subject: Charitable Gaming

Dear Mr. Cowper:

It is my understanding you will introduce legislation on bonding
for gaming. I would like to know the particulars on your bill
before introduction. Also give you my opinions on this matter.

I am at present the largest bonded operator 1in the state with
$250,000 in cash posted as Certificates of Deposit. Let me
assure you 1 find this totally ridiculous and costly. Some State
licensed operators have not a dime of bonding. No parity in
state enforcement has been used in the past here!

Yes bonding needs to be lowered and written soas it is at least
attainable by all.

Along with lowering of cash requirements, a system of
qualifications and back ground checks may be just as valuable. A
long standing solid citizen is not as likely to risk their
reputation in a small state. Business back ground is also an
important asset, as record keeping and accountability 1is an
important factor. No system 1is fool-proof.

As large operators can only run 20 to 40 permits a year, small
groups need a market to raise funds also. The third party vendor
issue is very important factor to these groups. I support their
position in this need, with some type of affordable control and

accounting to the state.

The State has been a total adversary to fund raising in past
policies.

We have charitable gaming laws in Alaska set forth by our
legislators. The State should regulate and supervise this set of
laws, not fight the concept.

Mr. Cowper, this 1s gambling. Lets treat it like it is. We in
the industry have made profits for our groups and the State in
spite of our constant fight with The Department of Revenue and

Department of Commerce.

Gaming will generate 300+ million 1in sales this year alone. The
States 3% is not a small number. This should be encouraged to



Page 2
Charitable Gaming

grow, not stifled in time of need.

Ask your commissioners to regulate and control,

sense 1if possible.
Thanks for your time.

Sincerely,

Edward A. Dille
Owner-Operator
The Pop Shoppe

Proceeds Paid to Charity 1989

1st Quarter 1989

Ketchikan Youth Foothall
Douglas Lyons

Festival Fbks. 84

Fbks. Amateur Hockey

2nd. Quarter

Juneau Youth Foothall
Southeast Pan Handlers
Ak. Native Sisterhood
Ktkn. Youth Services
North Pole Rotary
Fbks. Youth Soccer

14,448.05
43,674.18

9,096.13
18,168.26
85,386.62

18,431.35
9,870.40
9,847.02

18,877.37
1,381.65

26,187.72

84,595.51

3rd. QUATLET s

Alaska Gold Kings
North Pole Rotary
Douglas Indian Assn,
Juneau Shotokan Karate
Sports Unlimited
American Legion #25
Ktkn. Senior Services
Ak. Native Sisterhood
Sons of Norway

Ktkn. Killer Whales
Ak. Native Sisterhood

but use common

9,327.37
14,919.84
2,771.71
9,679.29
8,471.68
4,164.65
14,613.59
3,173.92
9,067.27
2,828.39
- 447.00
79,464.71



THE POP SHOPPE
1060 ASPEN
FAIRBANKS, ALASKA 99709
«451-6865 OR 456-5688

December 21, 1989

State of Alaska
Senators and Representatives

Box V
Juneau, Alaska 99811

To: All Senators and Representatives:

Subject: 1990 Ballot Initiatives

Thank you for your time and service to Alaskans.
Regarding the proposed Ballot Initiatives:

Legalized Gambling:

I stand on the fence here. It would be .a good revenue source for
the State, but would hurt Non-Profit Gaming at present. With
built in safety factors to cover non-profit and shared revenues |
will support this bill. I have spent much time and money looking
~at" Asian-markets- for this; It will *be very good-for our State". -—
State regulation and enforcement is the key.

Marijuana:

Must be illegal in any size or form if we have any chance to
protect our children.

Interstate Phone Competition:

Yes, if GCl or any other company will service all of Alaska, not
just prime markets and be willing to do this from the beginning
not added later down the line. Alascom has served this state and
people by bringing all modern and up to date service to us. We
were in the dark a few years back. Alascom made my phone work
all the time. I will support them until a company wants to

compete 1in all markets evenly.

Alaska Railroad:

The Alaska Railroad is the sole reason freight rates have come
down to where Alaska business®s can now compete 1in worldwide
markets and the lower 48. I am totally against any hampering of
their business procedures. Trucking Companies have had their
profits too long, they must compete or leave.
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State Employees:

The State employees are totally responsible for their salary
problems. Most treat fellow Alaskans like Moose Droppings. They
think that they have signed up for a check and retirement

program, Tforgetting t"heir supposed to work for us 1in return.

No negotiations, no raises.

Permanent Fund:

Leave it alone. No raids for any reason. Once you start the.
flow it will never stop. If the State really wants money back
for General fund needs, disband the fund. Put a 1/3 33% tax per
person on the return.- The normal person will-vote for-this as
their take 1is larger than the States. Return the 33% to the
General Fund or State fund and use the profits to run the State,

no strings attached.

This will bust our economy wide open. Bail out Alaska Housing
and all- business -i-n-general. It will also allowthe State a -1i':
chance to fund needed projects and prove to the people of Alaska

they can do the job of management.

Do make it retroactive to 1989. List of qualified residents.

Sincerely,

Edward A. Dilley
The Pop Shoppe

E & A Services
Alotto



Sec 1-2 Exempt video gaming, as authorized in SB 263, from
criminal code

THE FOLLOWING PROVISIONS ARE AMENDMENTS TO AS 43.35, "COIN
OPERATED DEVICES", IN THE DEPARTMENT OF REVENUE. THEY WOULD
APPLY ONLY TO VIDEO GAMING DEVICES:

Sec 3 Tax is 25% of net income, paid quarterly to Dept. Revenue
Civil penalty of $1000/day for failure to pay
Define "net income" as money paid into device less
money paid out in cash for credits

Sec 4 Current coin-operated device license doesn't apply

Sec 5 Requirement that revenues from coin-operated devices be
shared with municipalities doesn't apply

Sec 6 Amends definition of "coin-operated device class 3" to
include video gaming devices

Sec 7 Defines "video gaming device" as draw poker or keno
Devices can't pay money directly to the winner

Sec 8 Distributor of video device must be licensed:
Annual fee $500, 1-year resident, no felony or
gambling convictions, U.S citizen (all of these
requirements except the fee apply currently to
distributors of coin-operated devices)

Distributor can install machines only on certain
premises licensed by the ABC Board — bar, club, pub,
common carrier

THE FOLLOWING PROVISIONS OF THE EXISTING COIN-OPERATED DEVICE LAW
WOULD APPLY TO VIDEO DEVICES ALSO:

Annual fee per device $240, to he paid by distributor

Must be age 18 to play

Department may adopt regulations

THE FOLLOWING PROVISIONS OF THE EXISTING CRIMINAL CODE WOULD
APPLY TO UNLAWFUL USES OF VIDEO DEVICES:

Class C felony (maximum $50,000 fine, 5-year sentence) for
promoting gamhbling in the first degree or possession of gambling
records in the first degree; Class A misdemeanor (maximum $5,000
fine, 1-year sentence) for promoting in second degree, possessing
records in second degree, or possessing a gamhbling device; Class
B misdemeanor (maximum $1,000 fine, 90-day sentence) for engaging

in unlawful gambling
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 12, 1990

SUBJECT: SSSB 263, relating tovideo gaining devices
sectional analysis of bill

TO: Senator Pat Pourchot

FROM: Jack Chenoweth

Legislative Counse”

The principal provisions of the bill are set out in bill
section 1 establishing the five-member Alaska Gaming
Commission. The proposed gaming commission--there has been
the suggestion that the group be retitled the "Alaska Video
Gaming Commission” to more accurately describe its limited
jurisdiction--is established, with commission responsi—
bilities limited to regulation and oversight of video gaming
devices. Provision is made for two forms of license--the
distributor®s license (to cover manufacturers, assemblers,
producers, and distributors of video gaming devices), and
the premises operator®s license (essentially, persons re—
sponsible for premises licensed for alcoholic beverages
sales in which devices are installed).

In summary:

AS 05.45.010 establishes the commission--four public members
and the commissioner of commerce and economic development or
the commissioner™s designee--and sets qualifications of mem—
bership and provisions governing commission organization and
quorum requirements.

AS 05,45.020 sets the term of office of the public members
at three years and authorizes appointments to vacancies.

AS 05.45.030 limits removal of the public members to in—

stances of cause, and prescribes the procedure applicable to
a member®"s removal. In lieu of removal, the governor may

suspend a member pending the member®s removal.



Egneat%r Pat Pourchot
ebruary 12 1990

Members are to receive, under AS 05.45.040, the usual com—
pensation of travel and per diem payable for membership on a
state board or commission.

AS 05.45.050 sets out the duties of the Alaska Gaming
Commission. In addition to the licensing and supervisory
functions identified in subsection (a), the commission®s
duties include, notably, all revenue collecting functions
arising out of production of revenues from video gaming
under taxes and fees levied. To fulfill its duties, the
commission has the powers enumerated in AS 05.45.050(b).

The commission is given authority to employ persons (AS 05.-
45.060). The attorney general is assigned responsibility to
enforce regulations adopted by the commission (AS 05.45.-
070). Records of the commission are made public (AS 05.-
45.080). The commission®s activities are made subject to
the state Administrative Procedure Act, AS 44.62 (AS 05.-
45.090). The state Conflict of Interest Act is made appli—
cable to the commission and its members (AS 05.45.100).

The Gaming Commission 1is authorized to issue two types of
licenses: a [video gaming,] distributor®s license (AS 05.-
45.200), and a [video gaming] premises operator®s license
(AS 05.45.210). Both require annual renewal and payment of
the amount of the fee specified. The procedures applicable
to application for a new license or renewal of a license,
set out in AS 05.45.220, 1identify the minimum standards
applicable for licensure.

Under AS 05.45,230, a person holding a premises operator®s
license may install or allow another to use video gaming
devices. That installation is limited to places in which
alcoholic beverages are sold, under license of the Alcoholic
Beverage Control Board, for premises carrying one of the
various types of licenses identified. The section estab—
lishes a limit of 20 video gaming devices on a licensed

premises.

AS 05.45.300 directs the Gaming Commission to test and
approve prototypes of video gaming devices before permitting
their installation. That testing may be done under con—
tract, and the costs are to be borne by the device®'s dis—
tributor.



Egneat%r Pat Pourchot
e%ruary 12, 190

AS 05.45.310 authorizes the commission to inspect the
devices, 1including review of the audit trail of the device
to assure compliance with statutory payout requirements.

AS 05.45.320 sets regulations on who may play. Only persons
who are 21 years of age or older are permitted to play video
gaming devices, and persons may play only during the hours
that a premises licensed to sell alcoholic beverages (in
which the video gaming devices are installed) are open to do
business.

The bill limits wagers--a maximum amount of $2 per device
per play (AS 05.45.330)--and prescribes payouts--over the
life of the device, 80 percent payout of thevalue of
amounts played, with a maximum actual payout of $100 per
game (AS 05.45.340).

The Gaming Commission®s enforcement powers are defined by

AS 05.45.400. Suspension or revocation of a license IS au-—
thorized for violations of offenses identified in the section,
with necessary due process rights recognized.

AS 05.45.500 Ilevies and collects taxes and other revenues on
video gaming devices. The tax 1is $200 a year plus 15- of
net machine income, the latter payable quarterly. A civil
penalty 1is imposable by the commission for aperson®s failure
to make timely filings and payments of taxes and fees when

due.

AS 05.45.510 authorizes a partial payment of the proceeds to
the municipality in which the machine is operated. The pay—
ment is subject to legislative appropriation.

The last section of bill section 1, AS 05.45.900, sets out
necessary definitions, including the definition of the term
"video gaming device." Note that definition incorporates a
general description of the nature of the games allowed (draw
poker, keno, and others as may be determined by the commis—
sion by regulation).

Bill sections 2 -6 make related changes in existing laws
applicable to regulation of games of chance and contests of
skill. The amendment; made by bill section 2 would exclude a
person from a game of chance/contest ot skill permit if the
person has had a video gaming license revoked or suspended.
The amendment made b)r bill section 3 imposes the same limi—
tation on a game of chance/contest of skill operator®s



gneatglr Pat Pourchot
e%ruary 12, 1990

license. That made by bill section 4 prohibits a game of
chance/contest of skill licensee from employing a person
whose video gaming license has been revoked or suspended.
The amendments made 1in bill sections 5 and 6 impose on a
permit applicant a related disclosure requirement, and limit
the commissioner®s authority to issue a game of chance/
contest of skill activity permit.

Amendments applicable to criminal law provisions are set out

in bill sections 7 - 10. The material added by bill section
.. makes tampering with the machines "criminal mischief in
the second degree,”™ a class C felony. Bill sections 8 and 9

exclude from the definitions of "gambling™ and "gambling
device" (for purposes of law enforcement) the playing of a
regulated video gaming device and the device itself. A
definition of "video gaming device™ for purposes of AS 11 is
incorporated by bill section 10.

The public members appointed to serve on the Gaming Commis—
sion may not have been convicted of certain crimes. See
AS 05.45.010(c). The material added by bill section 11
directs the Department of Public Safety to conduct the
required investigation.

In bill sections 12 -16 are set out the powers and limita-
tions on the powers of municipalities relating to video gam—
ing devices:

The "home rule binder,”™ a limitation on regulation by home
rule charter municipalities, 1is set out in bill section 12.

Such regulation of a video gaming device as a municipality

is permitted is set out in bill section 13. A municipality
may prohibit their installation but, if installation is per —
mitted, operation must conform to applicable state law.
Municipal licensing and regulation is not permitted.

The substantive changes made in bill sections 14 and 15
exempt video games from taxation under a municipal sales

tax.

For purposes of the Municipal Code, AS 29, bill section 16
incorporates a definition of "video gaming device."

Bill section 17 adds employees of the Gaming Commission to
the state"s partially exempt service.
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Bill section 18 requires the commission members to comply
with the Conflict of Interest requirements of AS 39.50.

State law, generally, assigns tax administration and revenue
raising responsibilities to the Department of Revenue under
applicable provisions of AS 43. This measure makes the

Gaming Commission responsible for administration of the
revenue laws applicable to video gaming devices. To accom—
modate that assignment of responsibility and to avoid a

double taxation of video gaming device operations, the amend-—
ments made by bill sections 19 - 22 incorporate various ex—
ceptions from state tax laws administered by the Department

of Revenue.

Bill section 23 adds the Gaming Commission to the list of
boards and commissions whose activities are subject to and
guided by the Administrative Procedure Act.

Bill section 24 is an uncodified provision requiring the
governor to make the initial Gaming Commission appointments

within 120 days.

The Act is given a July 1, 1990, effective date by bill
section 25.

JBC:Imb
L9/120
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MEMORANDUM November 27, 1989
SUBJECT: SSSB 263, relating to video gaming devices
TO: Senator Pat Pourchot

ATTN: Sandra Schubert

FROM: Jack Chenoweth
Legislative Couns.

The enclosed draft incorporates virtually all of the changes
requested in your November 8 memo supplemented by your November
21 phone call.

Let me briefly note the significant features of the measure
in the following discussion.

The principal regulatory provisions of the bill, appearing

in bill section 1, remain in Title 5, "Amusements and Sports,”
albeit as a new chapter, AS 05.45. (I think there is a good
argument, however, that since video gaming devices may only
be placed in establishments licensed to sell certain alcoholic
beverages, the material could as well be placed in Title 4.)
The proposed gaming commission--there has been the sug-—
gestion that the group be retitled the "Alaska Video Gaming
Commission,"” to more accurately describe its limited jurrs-
diction--is established, with commission responsibilities
limited to regulation and oversight of video gaming devices.
Since the commission has few, 1if any, policy alternatives to
consider and the scope of the commission®s authority is more
circumscribed than the alternative suggested by Senator
Zharoff"s SB 311 (which you asked that 1 use as a model), 1
reduced board membership from the previous measure to three
persons to try to make the board approach more workable in
light of the narrower jurisdiction. (0Of course, if the com—
mission®s role 1is ever expanded in the way suggested in SB
311 and by others, the commission®s size could be expanded
and the choice of placement in Title 5 would, 1in retrospect,
appear quite sound.)

There is provision for forms of license—the distributor's
license (to cover manufacturers, assemblers, producers, and
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distributors of video gaming devices), and the operator"s
license (essentially, persons responsible for premises Ili—
censed for alcoholic beverages sales in which devices are
installed).

The commission®s duties are substantially as in the earlier
bill, with some cribbing of language from SB 311, augmented
by responsibilities for inspection and testing of new devices
(though I note there is no authority requested for periodic
re-inspection). The statute would also limit who may play
(must be 18, though, as | noted, since the legal age to drink
is 21, there may be confusion as to whether 18 - 20 year

olds may be on premises to play these devices despite pro—
visions in Title 4 saying that they should not be there),
when one may play (in accordance with liquor sales hours
under state and municipal law), the nature of the games al—
lowed (draw poker, keno, and others as may be determined by
the commission by regulation), and the video gaming device
wager limitation and payout requirements. (Look carefully

at proposed AS 05.15.330 and satisfy yourself that it really
says clearly what is needed to be said; I°m not sure | under—
stand the payout--credit or cash--provisions well enough to
provide sufficiently clear language. And, incidentally, why
such a large payoff limitation distinction between poker and
keno, and can an operator make enough from $2.00 bets to be
able to payoff on $100 or $800 jackpots??)

I cannot leave discussion of bill section 1 without sharing
some questions.

Violation of AS 05.15 (games of chance and contests of skill)
is made grounds for denial, suspension, or revocation of a
license under AS 05.45. Should the opposite be true:

Should violation of AS 05.45 (this chapter) be grounds for
disciplinary action under AS 05.15? Or are the two chapters
so substantially different that there should be no relation—
ship between the two?

The mandatory one year residency requirement continues to
prove troublesome. I left it in the provisions applicable
to distributor®s licenses (AS 05.45.200(c)) but did not in—
clude it in the provisions applicable to premises operator®"s
licenses (AS 05.45.210) simply because there are bar owners
here who, I would guess, have not been residents for a year,
and the distinction it would make between qualifying and
non-qualifying applicants for operator®s licenses could
cause equal protection problems. As it is, why 1is the one-
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year residency requirement included at all? You may want to
reconsider how it is included, at least to secure a measure

of consistency.

As | understand, only persons holding certain licenses is—
sued under AS 04 may apply for and obtain premises operator
licenses under AS 05.45. Assuming one holds both licenses
and proposes to sell the premises license under AS 04, what
do you want to do about the AS 05 license? Terminate it
automatically? Allow the holder to sell it to the new holder
of the premises licensed under AS 04? In other words, what
is the "fit" between these two licenses?

As with the earlier bill, this draft imposes a U.S. citizen—
ship requirement as a condition of licensing. U.S. citizen—
ship is not a condition imposed of liquor licensees under AS
04, so there 1is an inconsistency. Its inclusion in AS 05.45
may raise equal protection problems.

Finally, note that nothing in this draft makes a violation
of AS 05.45 a criminal offense. That oversight ought to be
corrected.

The criminal provisions are set out in bill sections 2 - 4 .
New to this draft is the provision making tampering with the
machines "criminal mischief in the second degree,”™ a class C
felony as you had indicated.

In bill sections 7-11 are set out the powers and limita-
tions on the powers of municipalities relating to video gam—

ing devices:

(1) The limitations on municipal regulation are set
out in bill section 8.

(2) Where you spoke of exemption from municipal tax—
ation, | assumed you intended exception from the petty,
troublesome, penny-ante taxes on machine transactions,
and so limited the exception to sales taxes. (Surely
there iIs no reason to exempt the machines themselves
from municipal property taxation: nothing else in the
furnishings and fixtures of a bar or liquor store enjoys
such worthy status.) This exemption is set out in bill
sections 9 (borough sales tax exemption) and 10 (city
sales tax exemption). Bill section 7 imposes the home
rule binder, thereby making the Title 29 provisions
applicable to all municipalities.
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As in the bill introduced, bill sections 1A - 19, amending
or adding to provisions of AS A3, contain the revenue gen—
erating aspects of the legislation:

(1) As to fees, per your request, distributors pay for
their licenses, operators get a free ride (which seems
somewhat unfair, but understandable considering the
source of the request), but persons in whose premises
devices are placed pay the $200 per device fee added by
bill section 1h, so maybe it equalizes itself.

(2) The revenue distribution to municipalities pro—
visions are amended per instruction (see proposed AS

A3.35.050(c)).

Not included in the draft is any reference to the Alcoholic
Beverage Control Board having authority to revoke or suspend
licenses under AS OA for violations involving video gaming
devices under AS 05. Do you really want a second board or
commission to have a finger 1in all this? If so, since the
memo does not say, what "certain violations" should be covered
under that grant of authority?

I also don"t know whether 1"ve adequately addressed the
guestion of who must bear the burden of collecting and paying
the fee. Since the distributors pay a license fee (but oper—
ators do not pay a premises operators license fee), but oper—
ators cough up different payments under AS A3, it seemed to

me that each should bear 1ts own responsibility. The whole
issue of fees payable seems terribly muddled in all this--
enough that 1 think most legislators won"t understand i1t--

and 1 think it should be reconsidered for clarity and accura—
cy rather than for shifting the incidence of responsibility.

As you may know, I will be available Wednesday, December 6,
at the Anchorage Legislative Information Office to take bill
requests, and would make time to meet with you to review

this legislation on that day (or on Thursday, December 7, if
the preceding date is inconvenient for you or if my appoint—
ment schedule on the 6th becomes too crowded). Please let
the LI10 folks know whether you want to review the legislation

at that time.

Since | haven®"t a clue as to what 1"m dealing with, 1is there
any chance of at least seeing one of these machines?

JBC:mi
wkmi5/028



VIDNV.TXT Sandra

3/29/89

The administrative arm of the Nevada State Gaming Commission is
the State Gaming Control Board. It has several divisions and 350
employees. My contacts:

Enforcement Division Agent Healy (7r02) 688-1115

Tax and License Chuck Anderson 687-6570

Audit Alison Stroh 486-6460

Electronic Services Ed Allen 486-6646

Background Investigation

Head O ffice (Administration) 687-6530

Video machines are considered slot machines under the law, and
regulated likewise.

Annual tax $250/machine.

Two types license:

R estricted = anyone with less than 15 machines. Simply pay
quarterly fee of $45/machine for the first 5 machines;
$90/machine for each additional. 1,750 restricted licenses
in Nevada.

Nonrestricted = anyone with more than 15 machines.

Quarterly fee of $20/machine plus 3% of the first $50,000 of
gross revenues; 4% of the next $85,000; 6% of anything above
$135,000 (July 1, 1989 w ill be 6.25%). 290 licenses.

Distributor's license: $500/yr.
Manufacturer's license: $1,000/yr.

Gambling license (for the individual who has the machines):
no fee, but must pay for background investigation. This
individual is responsible for paying the taxes.

Machines are allowed most places. Can be restricted by
local ordinance. Total 125,000 machines statewide.

Gross revenues (of which state got a percentage) from slots
last year $2.8 billion. No separate records for video

machines specifically.

A model of each machine must be tested before it can be used in

the state — lab has 3 engineers; $150,000 worth of test
equipment. Test about >0 new devices a year. Test randomness,
ability to cheat the machine, and auditing functions — no

o fficial written machine standards. Testing process takes about
4 weeks; device must then be field tested 60 days and approved by

the Gaming Commission.

Each machine has meters that track "coins in", "coins out", and
"the drop"™ (overflow). Licensees must maintain statisticall
analysis reports (most slots are computerized). Audit Division
does compliance checks, based on theoretical percentages
calculated by the manufacturer.
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MEMORANDUM
TO: Tam Cooke, Director
Legal Services Diy-r
FROM: Senator Pat Pourchi
RE: Redraft of SB 263 ~-~Video Gaming
DATE: November 8, 1989

| have decided to try yet another permutation of the video gaming proposal,
which | think will require a complete restructuring of SB 263. Please
prepare a draft sponsor substitute incorporating the following changes.
Contact Sandra Schubert of my staff (in Anchorage, 561-7623) if you have

guestions or need further information.
~ vemcmVS

. Under SJ3263, video gaming is regulated by the Department of Revenue
as a "coin-operated device class IIl". Redraft to establish a Gaming
Commission to regulate as a form of legalized gambling. Pattern the
Gaming Commission after SB 311, with duty to license, regulate, and
supervise video gaming.

I, Redraft Sec. 3 regarding proceeds and tax to provide:
At $200/year per machine, shared equally between state and local
government
B.A  15% of net machine income, shared 2/3 to the state and 1/3 to
local government

[, Redraft Sec. 7 as follows:
A, page 4, line 19: After "keno" add "as defined by rules of the
Gaming Commission"
B. » page 4, line 22: Delete "deposits money to the user" and insert
"dispenses coins, cash, tokens, or anything else of value"

IV. Redraft Sec. 8 regarding licenses for distributors of video gaming

devices to:

/A Specify that the license is required for any person to assemble,
produce, manufacture, or supply machines or associated equipment

IB. Increase the license fee to $1000

JtT Require that the distributor file a gaming machine application
A for each machine with the Gaming Commission
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V. | Redraft Sec. 9 to change the effective date to July 1, 1990

VI. Incorporate the following additional provisions:

sh.
/B .

Specify that play is limited to persons age 18 and older
Require that, prior to having video machines installed on the

premises, each bar owner obtain an "operator's license" from the
Gaming Commission. No fee for the license. Same requirements
(no felony convictions, etc.) as outlined in Sec. 8 of SB 263
Authorize local governments to prohibit video gaming by
ordinance. Prohibit local government from regulating, licensing,
or taxing video gaming and from restricting the number of
licenses the Gaming Commission may issue
Specify that no premises may contain more than 20 machines; play
is not allowed between the hoitrs-of—2--«Tm7~afld~8-xb-m-. each day;
maximum bet is $2; maximum payout is $100 for poker and $800 for

; the expected payback value of one credit awarded is to be

least 80% of the value of one credit played

¢ that the Gaming Commission inspect and test each new

gaming machine that is manufactured, sold, or distributed
for use in the state before the machine is sold, played, or used.
Require that the Commission adopt regulations stating the
specifications for video machines to be approved. Authorize the
Commission to contract with another state for the inspection and
testing
Provide penalties, possibly by reference to the existing criminal
code. Knowingly manipulating or attempting or conspiring to
manipulate the outcome or payoff of a video machine by physical
tampering or other interference with the proper functioning of
the machine should be a felony. The Gaming Commission should be
authorized to suspend and revoke operators' and distributors’
licenses and the Alcohol Beverage Control Board should be
authorized to suspend or revoke liguor licenses for certain
violations



