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| ASKED LEGAL 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?"
Unlikely. The approach taken in your b ill 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 b ill, the initiative may

supersede.

However, it is uncertain whether the provision in the b ill
restricting placement of video gaming devices to places that sell
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 Db ill.

* SB 263 takes effect July 1, 1990.
Initiative w ill be voted on in August primary, would become

e ffective 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
ATTN: M. Jeanne Larson
FROM: Jack Chenoweth
Legislative Counsel/”

/ 7/

You have asked after the relationship between SSSB 263, es—
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 1introduced, 1is sufficient under article XI, section
4, 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 vo-r.ers, would authorize regulation of video gaming
devices if SSSB 263 does not 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 15.45.210.
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 is far
broader in its scope and approach than the bill, and there
are sufficient grounds for the lieutenant governor to con-—
clude that the two measures are not "substantially the
same."
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IT the initiative is approved by the public in the forth—
coming election, it is likely, albeit not altogether cer—
tain, that its provisions would supersede those set out 1in
SSSB 263 1insofar 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 in the initiative 1is the definition of the word
"game,"™ which, among other elements, includes 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, at least as to the scope of the matter
regulated by SSSB 263.

If the bill and the initiative are both approved, one signi—
ficant legal question necessarily arising would be whether
the restriction of licenses for placement of video gaming
devices in certain establishments licensed to sell alcoholic
beverages would continue in effect under the provisions of
the iInitiative. There is no certain answer. However, 1if
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 1is 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 1its 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 issue 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 of regulation under SSSB 263; (2) repealing
many of the specific provisions of SSSB 263 to allow 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, 1if the 1990 Initiative is 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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THE GAMBLING BALLOT INITIATIVE has been certified for

placement

NOTE:

BALLOT. TXT

on the ballot in 1990, |Its primary provisions:

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

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 liguor license holder, but couldn't be
conducted in a municipality without voter approval.

Proceeds would be distributed as follows:
|f state-run, 100% to state.
If liguor-license-holder-run, 3% to 5.75% 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 feei?.
If municipality-run, the 3-5.75% 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 Bill 263
(relating to video gaming) and pending
gambling initiative

TO: Senator Pat Pourchot
FROM: Jack Chenoweth
Legislative Counse j
C L]

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 X1 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 "substar ..ially 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:
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we have concluded that the legislature®s
discretion in this matter [i1.e. 1in deciding how
far the legislative act should differ from the
provisions of a pending initiative] is 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
that the two measures correspond in minor particu—
lars, or even as to all major features, 1if the
subject matter is 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 is 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,
equipment, and mechanical, electromechanical, and electronic
devices,"” a more comprehensive scope than is addressed by
the bill. Moreover, 1insofar as the initiative authorizes
the issuance of licenses to "gc nbling 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 is
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.

JBG:Imb
L9/133
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Introduced: 5/1/89 6-1119A
Referred: Labor and Commerce, Judiciary
and Finance
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IN THE SENATE BY ZHAROFF
SENATE BILL NO. 311
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act establishing the Alaska Gaming Commission;
and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 05.15 is amended by adding new sections to read:
ARTICLE 4. ALASKA GAMING COMMISSION.
Sec. 05.15.300. ALASKA GAMING COMMISSION. (a) The Alaska
Gaming Commission is established in the Department of Commerce and
Economic Development. The commission is composed of five members
appointed by the governor, subject to confirmation by the legislature.
(b) Each menher of the commission shall at the time of the
member's appointment be a resident of the state.
(c) A person may not serve as a member of the commission if that
person has been convicted of
(1) a felony; or
(2) an offense wunder this chapter, AS 11.66.200 -
11.66.280, or a comparable provision of municipal, state, or federal
law.
(d) A person may not serve as a member of the commission wuntil
the investigation required under AS 18.65.080(b) is completed.
(e) The commission shall elect a chair from its membership.
(f) Three members of the commission constitute a quorum for the
transaction of business.
Sec. 05.15.310, TERM OF OFFICE. Members of the commission serve

staggered terms of four years. A vacancy is filled by appointment for

SB0311la -1- SB 311



the unexpired term. A member of the commission holds office until a
successor is appointed and qualifies.

Sec. 05.15.320. REMOVAL AND SUSPENSION OF MEMBERS. (a) The
governor may remove a member for cause, including incompetence,
neglect of duty, or misconduct in office. A member being removed for
cause shall be given a copy of the charges and afforded an opportunity
to publicly present a defense in person or by counsel wupon not less
than 10 days' notice. |If a member is removed for cause, the governor
shall file with the lieutenant governor a complete statement of all
charges made against the member and the governor's findings based on
the charges, together with a complete record of the proceedings.

(b) The £ >vernor may immediately suspend a member for aviola-
tion of law or for misconduct in office pending removal from office
under (a) of this section.

Sec. 05.15.330. COMPENSATION AND PER DIEM. Members of the
commission do not receive a salary for their service on the commission
but are entitled to per diem and travel expenses authorized for state
boards and commissions under AS 39.20.180.

Sec. 05.15.340. DUTIES AND POWERS OF THE COMMISSION. (a) The
commission shall

(1) license, regulate, and supervise games of <chanot and
contests of skill under this chapter;

(2) hire staff as needed to enforce and administer this
chapter; and

(3) adopt regulations necessary to carry out the provisions
of this chapter.

(b) The commission may

(1) issue subpoenas to compel witnesses to appear before

311 -2- SB0311la



(2) compel the production of documents showing the receipts
and disbursements of a person licensed to conduct a gaming enterprise;
(3) appoint a hearing officer to conduct a hearing required
by this chapter or by a regulation adopted under it.
Sec. 05.15.350. EMPLOYEES OF THE COMMISSION. Employees of the
commission are in the partially exempt service under AS 39.25.120.
Sec. 05.15.360. REGULATIONS OF THE COMMISSION. The attorney
general shall enforce the regulations of the commission.
Sec. 05.15.370. RECORDS OF THE COMMISSION. All records of the
commission are public records and subject to public inspection.
Sec. C5.15.380. PROCEEDS. Fees™ and other money received by the
commission, slu.ll be paid into the general fund.
Sec. 05.15.390. ADMINISTRATIVE PROCEDURE ACT. The operations of
the commission are subject to the Administrative Procedure Act
(AS 44.62).
Sec. 05.15.400. CONFLICT OF INTEREST ACT. The commission is
subject to AS 39.50 (conflict of interest).
* Sec. 2. AS 05.15.010, as amended by Executive Order No. 74, is
repealed and reenacted to read:
Sec. 05.15.010. ALASKA GAMING COMMISSION TO ADMINISTER CHAPTER.
The Alaska Gaming Commission shall administer this chapter.
* Sec. 3. AS 05.15.210(6), as amended by Executive Order No. 74, is
repealed and reenacted to read:
(6) "commission"” means the Alaska Gaming Commission;
* Sec. 4. AS 11.66.280(2), as amended by Executive Order No. 74, is
repealed and reenacted to read:
(2) "gambling” means that a person stakes or risks something of
value upon the outcome of a contest of chance or a future contingent

event not under the person's control or influence, upon an agreement
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or understanding that that person or someone else will receive some-
thing of value in the event of a certain outcome; "gambling" does not
include
(A) bona fide business transactions valid under the
law of contracts for the purchase or sale at a future date of
securities or commodities and agreements to compensate for loss
caused by the happening of chance, including contracts of indem-
nity or guaranty and life, health, or accident insurance; or
(B) playing an amusement device that
(i) confers only an immediate right of replay not
exchangeable for something of value other thanthe privilege
of immediate replay; and
(ii) does not contain a method o* device by which
the privilege of immediate replay may be cancelled or
revoked;
(C) an activity authorized under AS05.15;
*Sec. 5. AS 18.65.080 is amended by adding a new subsection to read:
(b) The Department of Public Safety shall investigate and ascer-
tain whether a person appointed by the governor to serve as a member
of the Alaska Gaming Commission has been convicted of a crime set out

in AS 05.15.300¢(c).
* Sec. 6. AS 39.25.120 (c~Mis™aig”hd™d by~addiai®*”™/ new/~~r~graph to read:

(21) employees of the Alaska Gaming Commission.

— * Sec. 7. AS 39.50.200(b) is amended by adding a new paragraph to read:

(50) Alaska "*E~fen”issi2rt~rfe~rf~r00).

*Sec. 8. AS 4436@23330/a) ,{s-aaﬂmmimi Wjjc acthdiQg jj&w menmsgraph to read:
(5)) Jl&lla(sil((f gmiUneK Co;nmission (AS 05.15.3(pP).

* sec. 9.M4$ 05.15.7j(P(8)~ar~~rV.33.020 (31 sn~~repeald. ~

* Sec. 10. INITIAL COMMISSION APPOINTMENTS. The governor shall make

SB 311 -4- SB031l1la
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the initial appointment of members of the Alaska Gaming Commission within
120 days after the effect_ve date of this Act. The governor shall set the
terms of initial members so that two members serve terms of four years, one
member serves a term of three years, one member serves a term of two years,
and one member serves a term of one year.

* Sec. 11. TRANSITION. (a) Regulations relating to games ofchance
and contests of skill, adopted by the Department of Revenue under authority
of AS 05.15 before July 1, 1989, remain in effect until regulations relat-
ing to that function that are adopted by the Alaska Gaming Commission under
AS 05.15 as amended by this Act, take effect. The Alaska Gaming Commission
shall administer the Department of Revenue regulations until its own take
effect.

(b) Until the Alaska Gaming Commission is appointed, the Department
of Commerce and Economic Development shall administer games of chance and
contests of skill under AS 05.15 and under the regulations referred to in
(a) of this section.

* Sec. 12. IMPLEMENTATION OFLEGISLATION. To be consistent with the
changes made by this legislation, wherever in AS 05.15 and in regulations
adopted under those statutes "Department of Revenue,” "department,” or
"commissioner" is used, they shall be read as referring to the Alaska
Gaming Commission or commission when to do so would implement the purposes
of this Act. Under AS 01.05.031, the revisor of statutes shall implement
this section in the statutes, and, under AS 44.62.125(b)(6), the regula-
tions attorney shall implement this section in the administrative regula-
tions.

* Sec. 13. This Act takes effect July 1, 1989.

SB031l1la -5- SB 311



LEGISLATIVE AFFAIRS AGENCY

MEMORANDUWM December 27, 1989
SUBJECT: SSSB 263, relating to video gaming
TO: Senator Pat Pourchot

FROM: Jack Chenoweth

Legislative Cou

S
All of the changes requested inijyour December 22 memo are
incorporated in this draft except the second: Because the

new chapter (AS 05.45) does not define any criminal offense,
inclusion of a reference to "this chapter™ 1in proposed

AS 05.45.010(c)(2) is superfluous.
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Alaska State Legislature

Sen. Pat Pourchot, Chairman

Sen. Jan Faiks, Vice Chairman mﬁ%
Sen. Al Adams Ju :

Sen. Tim Kelly

Sen. Rick Uehling 907-165-3712

Senate State Affairs Com m ittee

MEMORANDUM

TO: Legal Division
Attention: Jack Cjienoweth

FROM: Senator Pat Pourchot'\'] ,

Video ¢ .u» & A
RE: Re-draft of Sponsor® siitfstitute for SB 263 (6-0940)) )
DATE: December 22, 1989

Please prepare a new draft of the above referenced bill:

page 1, line 23 increase Commission membership from 3 to 5. Provide
yifor 1 member to be the Commissioner of the Department
of Commerce and Economic Development or his designee.

page 2, line 1 ywuf~t4f iinder”, add this chapter, fno
page 2, line 6 ifincrease quorum requirement from 2 to 3.

page 2, line 28 Amend AS 05.45.050 to authorize the Commission to do
those things currently listed in Sections 19-24 as
[ duties of the Department of Revenue (collect annual
device fee and tax, etc.) -- the intent is to make the
Commission solely responsible for the administration of
video gaming.

page 4, line 14 jlEstablish a $100 annual fee for an operator's license.
page 5, line 17 IDelete limitation of 10 poker machines per premises.
page 5, line 22 A After "test", add and approve (irfacd”LpKV))

page 6, line 4 Clarify that the Commission has the power to enforce
the collection of taxes through device inspections
(i.e. checking the device's audit trail to ensure the
.proper amount is being pa.id). Authorize the Commission
J to "contract with" the ABC Board's current enforcement
officers for this purpose.

page 6, lines 13-22 Redraft 05.45.330-.340 to clarify that the wager and
[payout limitations are limitations of the gaming

“devices themselves.

page 1G, line 9 [Provide for 1/3 of the proceeds, rather than 1/2, to
v go to municipalities.

Please call me in Anchorage (561-7623) if you have questions or concerns.
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BY SEN. POURCHOT BY REQUEST

IN THE SENATE

For

BE

an Act entitled: "An Act establishing the Alaska

SPONSOR SUBSTITUTE FOR SENATE BILL NO. 263
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
Gaining Commission,
authorizing the commission to regulate video gaming
devices and persons who manufacture, assemble, pro-
duce, distribute, and operate them ,"classifying video
gaming devices as coin-operated devices for purposes
of regulation and taxation” and exempting them from
the definition of gambling devices; relating to
municipal regulation and taxation of video gaming
devices; relating to taxes imposed on and regulation

of coin-operated devices; and providing for an effec-

tive date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 05 is amended by adding a new chapter to read:

CHAPTER 45. ALASKA GAMING COMMISSION.
ARTICLE 1. ESTABLISHMENT AND OPERATION OF COMMISSION.

Sec. 05.45.010. ALASKA GAMING COMMISSION. (a) The Alaska

Gaming Commission is established in the Department of Commerce and

Economic Development. The commission is composed of three members

appointed by the governor, subject to confirmation by the legislature.

(b) Each memberof the commission shall at the time of the

member's appointment be a resident of the state.

(c) A person may not serve as a member of the commission if that

person has been convicted of

(1) a felony; or
-1- SSSB 263



(2) an offense under*AS 0515, AS 1166200 11.66.280, or

a comparable provision of municipal, state, or federal law.

(d) A person may not serve as a member of the commission un til
the investigation required under AS 18.65.080(b) is completed.

(e) The commission shallelect a chair from its membership.

(1) Two members of the commission constitute a quorum for the
transaction of business.

Sec. 05.45.020. TERM OF OFFICE. Members of the commission serve
staggered terms of three years. A vacancy is filled by appointment
for the unexpired term. A member of the commission holds o ffice un til
a successor is appointed and qualifies.

Sec. 05.45.030. REMOVAL AND SUSPENSION OF MEMBERS. (a) The
governor may remove a memberfor cause, including incompetence, ne-
glect ofduty, or misconduct in office. A member being removed for
cause shall be given a copy of the charges and afforded an opportunity
to publicly present a defense in person or by counsel upon not less
than 10 days7 notice. If a member is removed for cause, the governor
shall file with the lieutenant governor a complete statement of all
charges made against the member and the governor's findings based on
the charges, together with a complete record of the proceedings.

(b) The governor may immediately suspend a member for a viola-
tion of law or for misconduct in office pending removal from o ffice
under (a) of this section.

Sec. 05.45.040. COMPENSATION AND PER DIEM. Members of the
commission do not receive a salary for their service on the commission
but are entitled to per diem and travel expenses authorized for state
boards and commissions under AS 39.20.180.

sec. 05.45.050. DUTIES AND POWERS OF THE COMMISSION. (a) The

commission shall

SSSB 263 -2-
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(1) license, regulate, and supervise video gaining under
this chapter;

(2) adopt regulations establishing the minimum machine
specifications for video gaming devices that may be used in the sta;e;

(3) hire staff as needed to enforce and administer tnis
chapter; and

(4) adopt regulations necessary to carry out the provisions
of this chapter.

(b) The commission may

(1) issue subpoenas to compel withesses to appear before

(2) coiroel the production of documents showing the receipts
and disbursements of a person licensed wunder AS 05.45.200 or O05.-
45.210;
(3) appoint a hearing officer to conduct a hearing required
by this chapter or by a regulation adopted under it.
Sec. C5.45.060. EMPLOYEES OF THE COMMISSION. Employees of the
commission are in the partially exempt service under AS 39.25.120.
Sec. 05.45.070. ENFORCEMENT OF REGULATIONS. The attorney
general shall enforce the regulations of the commission.
Sec. 05.45.080. RECORDS OF THE COMMISSION. All records of the
commission are public records and subject to public inspection.
Sec. 05.45.090. ADMINISTRATIVE PROCEDURE ACT. The operations of
the commission are subject to the Administrative Procedure Act

(AS 44.62).
Sec. 05.45.100. CONFLICT OF INTEREST ACT. The commission is

subject to AS 39.50 (conflict of interest).
ARTICLE 2. REGULATION OF PERSONS ENGAGED IN VIDEO GAMING.

Sec. 05.45.200. DISTRIBUTOR'S LICENSE. (a) A person may not

-3- SSSB 263



manufacture, assemble, produce, or distribute a video gaming device in
this state without a valid video gaming distributor's license issued
by the commission. To remain valid, a distributor's Ilicense must be
renewed annually on or before a date set by the commission.
(b) An applicant for a license or renewal of a license under (a)
of this section shall pay an annual fee of $1,000.
Sec. 05.45.210. PREMISES OPERATOR'S LICENSE. (a) A person may
not install or allow another to use a video gaming device without a
valid video gaming premises operator's license issued by the commis-
sion. The commission shall refuse to issue a gaming premises opera-
tor's license to a person unless the person holds a license described
in AS 05.45.230. To remain valid, a premises operator’'s license must
be renewed annually on or before a date set by the commission.
(b) The commission may notcharge a fee for a license orrenewal
of a license issued under (a) of this section.
Sec. 05.45.220. LICENSING PROCEDURE. (a) The commission
(1) shall refuse to issue a license to a person under
AS 05.45.200 or 05.45.210 if the person has been convicted of
(A) a felony; or
(B) an offense under AS 05.15,\ AS 11.66.200 - 11.-
66.280, or a comparable provision of municipal, state, or federal
law ;
(2) may refuse to i.3sue a license to a person under AS 05.-
45.200 or 05.45.210, if the person fails to comply with a provision of
this chapter or of a regulation adopted under it;
(3) may require an applicant for a license or renewal of a
license issued under AS 05.45.200 or 05.45.210 and, if the applicant
is a corporation, each shareholder and employee of the corporation, to

file an affidavit that the applicant has never been convicted of a

SSSB 263



crime identified in (1) of this subsection.

(b) A person who is denied a license under (a) of this section
has the right to a hearing on the commission's decision and may appeal
the denial, suspension, or revocation to the superior court.

Sec. 05.45.230. INSTALLATION OF VIDEO GAMING DEVICES. (a) A
person licensed under AS 05.45.210 may install or allow another to use
video gaming devices only in premises that sell alcoholic beverages
and for which has been issued

(1) a beverage dispensary license under AS 04.11.090;

(2) a duplicate beverage dispensary license for additional
rooms under AS 04.11.090(e);

(3) a club license under AS 04.11.110;

(4) a common carrier dispensary license under AS 04.11.180;
or

(5) a pub license under AS 04.11.220.

(b) A person may not install more than 20 video gaming devices
or more than 10 video gaming devices that are draw poker machines on
any licensed premises.

ARTICLE 3. RF1IULATION OF VIDEO GAMING.

Sec. 05.45.300. TESTING OF PROTOTYPE VIDEO GAMING DEVICES. (a)
Before a video gaming device is sold or distributed for use in the
state, the commission shall test*a prototype of the device to ascer-
tain whether a device manufactured to the specifications of the proto-
type meets minimum machine specification standards.

(b) The commission may contract with another state to fu Ifill
the requirements of (a) of this section.

(c) The commission shall require the distributor seeking the
examination and approval of a new video gaming device to pay the

anticipated actual costs of the examination in advance and, after the
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completion of the examination, shall refund overpayments or charge and
collect amounts sufficient to reimburse the commission for wunder-
payments of actual costs.

Sec. 05.45.310. INSPECTION. The commission may provide for
regular inspection of video gaming devices that are approved for
installation and use under this chapter.

Sec. 05.45.320. REGULATION OF PLAY. (a) A person who has not
reached the age of 21 years may not use a video gaming device.

(b) The operator of premises in which video gaming devices have
been installed may allow use of the video gaming devices only during
hours when a person may sell alcoholic beverages on the premises under

AS 04.16.010 and AS 04.21.010.

N Sec. 05.45.330.. LIMITATION OF WAGER. The maximum amount that

may be wagered on a game that is played or simulated by a video gaming

device is $2.00.

& Sec. 05.45.340. PAYOUT REQUIREMENTS. (a) Each video gaming
device® shall pay out not less than 80 percent of the value of the

£ amount played during the useful life of the device. Each device must

it
have an electronic accounting device that the commission may use to

verify the payout percentage.

T O

(b) An operator shall provide a user of the device who is
cessful a maximum cash payout of $100 per game.
ARTICLE 4. ENFORCEMENT.
Sec. 05.45.400. LICENSE TERMINATION. (a) The commission shall
. . b/twu'ses antrtjcHu'
suspend or revoke a license issued under AS 05.45.200 or 05.45.21 i f
the person holding the license has been convicted of
(1) a felony; or

(2) an offense under AS 05.15, AS 11.66.200 - 11.66.280, or

a comparable provision of municipal, state, or federal law.
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(b) The commission may suspend or revoke a license issued under
AS 05.45.200 or 05.45.210 if the person holding the license fails to
comply with a provision of this chapter or of a regulation adopted
under it.

(c) A person whose license is suspended or revoked wunder this
section has the right to notice of and a hearing on the commission's
decision and may appeal the suspension or revocation to the superior
court.

ARTICLE 5. GENERAL PROVISIONS.

Sec. 05.45.900. DEFINITIONS. In this chapter,

(1) "commission” means the Alaska Gaming Commission;
(2) "video gaming device"

(A) means an electronic machine that uses a video
screen or display and microprocessors to play or simulate the
play of the game of draw poker or the game of keno, as defined by
regulation of the commission, or of another game authorized by
the commission, and that upon insertion of money allows a user by
s kill or chance to receive

(i) free games; or
(i) credits that may be redeemed for cash;
(B) does not include a machine that directly dispenses

coins, cash, tokens, or anything else of value.

* Sec. 2. AS 05.15.060 is amended to read;

Sec. "0S.157.060. REGULATIONS. The department shall adopt regu-
lations under the Administrative Procedure Act (AS 44.62) necessary to
carry out this chapter covering, but not limited to,

(1) the issuance, renewal, and revocation of permits and

licenses;

(2) a method of ascertaining net proceeds, the
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determination of items of expense that may be 1incurred or paid, and
the limitation of the amount of the items of expense to prevent the
proceeds from the activity permitted from being diverted to non-
charitable, noneducational, nonreligious, or profit-making organiza—
tions,, individuals, or groups;

(3) the immediate revocation of permits and licenses au—
thorized underthis chapter 1if this chapter or regulations adopted
under it are violated;

4 the requiring of detailed, sworn, financial reports of
operations from permittees and licensees including detailed statements
of receipts and payments;

(5) the investigation of permittees, licensees, and their
employees, 1including the fingerprinting of those permittees, licens—
ees, and employees whom the commissioner considers it advisable to
fingerprint;

(6) exclusion from participation as a permittee, licensee,
or employee of a permittee or licensee, of a person

(A) convicted of, 1in prison for, or on parole for a
felony within the preceding Tfive years, or convicted of a crime
involving theft or dishonesty or of a violation of a municipal,
state, or federal gambling law; or

(B) whose video gaming license has been suspended or
revoked under AS 05.45;

) the method and manner of conducting authorized activ—
ities and awarding of prizes or awards, and the equipment that may be
used;

(8) the number of activities that may be held, operated, or
conducted wunder a permit during a specified period; however, the

department may not allow more than 14 bingo sessions a month and 35
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bingo games a session to be conducted under a permit;

(9) a method of accounting for receipts and disbursements
by operators, including the keeping of records and requirements for
the deposit of all receipts in a bank?

(10) the disposition of funds in possession of a permittee
or a person, municipality, or qualified organization that possesses an
operator's license at the time a permit or a license is surrendered,
revoked, or invalidated;

(11) restrictions on the participation by employees of the
Department of Fish and Game in salmon classics;

(12) otner matters the commissioner considers necessary to
carry out this chapter or protect the best interest of the public.

MAW) CMm®.
Sec. 3. AS 05.15.122(c) is amended to read:

(c) The department may not issue an operator's license to an
applicant if the applicant or a person employed by the applicant in a
managerial or supervisory capacity

(1) L,] has been convicted of, in prison for, or on parole
for a felony within the preceding five years, or has been convicted of
a crime involving theft or dishonesty or of a violation of a munici-
pal, state, or federal gambling law; or

@) has had a video gaming license suspended or revoked
under AS 05.45. A A
Sec. 4.

(d) A licensee may not employ a person in a managerial or sup
visory capacity if the person

(1) has been convicted of, in prison for, or on parole for
a felony within the preceding five years, or has been convicted of a

crime involving theft or dishonesty or of a violation of a municipal,

state, or federal gambling law; or
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@) has had a video gaming license suspended or revoked
under AS 05.45.
* Sec. 5. AS 05.15.140(b) is amended to read:

(b) In an application for a permit, a municipality or qualified
organization shall disclose the name and address of each person re-
sponsible for the operation of the activity and whether any person
named

(1) has been convicted of, in prison for, or on pa.role for
a felony within the preceding five years, or convicted of a crime
involving theft or dishonesty or of a violation of a municipal, state,
or federal gambling law; [OR]

(2) has a prohibited financial interest, as defined in
regulations adopted by the commissioner, in the operation of the
activity;or

(3) has had a video gaming license suspended or revoked

under AS 05.45.
OvimcMma
* Sec. 6. AS 05.15.140(c) is amended to read:
(c) The ~commissioner may not issue a permit for an activity
operated by a person who
(1) has beenconvicted of, in prison for, or on parole for
a felony within the preceding five years, or has been convicted of a
crime involving theft or dishonesty or of a violation of a municipal,
state, or federal gambling law; or

(2) has had a video gaming license suspended or revoked

under AS 05.45.

* Sec. 7. AS 11.46.482(a) is amended to read: . d<i\0Co
r /.a .. ww-
(a) A person commits the <crime of criminal mischief in the

second degree if, having no right to do so or any reasonable ground to

believe the person has such a right,
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(1) with intent to damage property of another, the person
damages property of another in an amount of $500 or more;

(2) the person tampers with an oil or gas pipeline or
supporting facility or an airplane or helicopter with reckless disre-
gard for the risk of harm to or loss of the property?

(3) the person recklessly creates a risk of damage in an
amount exceeding $100,000 to property of another by the use of widely
dangerous means; [OR]

(4) the person drives, tows away, or takes the propelled
vehicle of another and the vehicle or any other property of another is
damaged or the owner incurs reasonable expenses as a result of the
loss of use of the vehicle in a total amount of $500 or more; or

(5) the person physically manipulates or interferes with a
video gaming device regulated under AS 05.45 to alter the outcome of
or pavoff from a game played or whose plav is simulated on the device.

* Sec. 8. AS 11.66.280(2) is amended to read:

(2) "gambling” means that a person stakes or ris
thing of value upon the outcome of a contest of chance or a future
contingent event not under the person's control or influence, upon an
agreement or understanding that that person or someone else will
receive something of value in the event of a certain outcome; "gam-
bling™ does not include

(A) bona fide business transactions valid wunder the
law of contracts for the purchase or sale at a future date of
securities or commodities and agreements to compensate for loss
caused by the happening of chance, including contracts of indem-
nity or guaranty and life, health, or accident insurance; [OR]

(B) playing an amusement device that

(i) confers only an immediate right of replay not
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exchangeable for something of value other than the privilege

of immediate replay; and

(11) does not contain a method or device by which
the privilege of immediate replay may be cancelled or re-
voked;

(C) an activity authorized by the <commissioner of
commerce and economic development under AS 05.15; or
(D) using a video gaming device regulated under
AS 05.45;
* Sec. 9. AS 11.66.280(3) is amended to read;

(3) "gambling device"™ means any device, machine, parapher-
nalia, or equipment that is used or usable in the playing phases of
unlawful gambling, whether it consists of gamblingbetween persons or
gambling by a person involving the playing of a machine; "gambling
device" does not include

(A) lottery tickets, policy slips, or other items used
in the playing phases of lottery or policy schemes; [OR]
(B) an amusement device as described in (2)(B) of this
section; or
(C) a video gaming device regulated under AS 05.45;
* Sec. 10. AS 11.81.08%0(b) is amended by adding a new paragraph to

read:

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

45.900.
* Sec. 11. AS 18.65.080 is amended by adding a new subsection to read;
(b) The Department of Public Safety shall investigate and ascer-
tain whether a person appointed by the governor to serve as a member

of the Alaska Gaming Commission has been convicted of a crime set out

in AS 05.45.010(c).
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* Sec. 12. AS 29.10.200 is amended by adding a new paragraph to read:

(51) AS 29.35.085 (video gaming devices)
* Sec. 13. AS 29.35 is amended by adding a new section to read:

Sec. 29.35,085. VIDEO GAMING DEVICES. (a) A municipality may
prohibit the installation and operation of video gaming devices within
the municipality by ordinance.

(b) Except as provided by (a) of this section, a municipality
may not license or regulate video gaming devices.

(c) This section applies to home rule and general law municipal-
ities.

-W
* Sec.14. AS 29.45.650(f) is amended to read:
(f) This subsection applies to home rule and general law munic-
ipalities. A borough may not levy and collect a sales tax on
(1) a purchase made with
(A) [(1)] food coupons, food stamps, or other type of
certificate issued under 7 U.S.C. 2011 - 2025 (Food Stamp Act);
(B) [OR (2)] food instruments, food vouchers, or
other type ofcertificateissued under 42 U.S.C. 1786 (Special

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

) transactions involving video gaming devices. [THIS
SUBSECTION APPLIES TO HOME RULE AND GENERAL LAW MUNICIPALITIES.]
*  Sec.15. AS 2£53<l.<[£85._7(()10(d) is amended to read:

(d) This subsection applies to home rule and general law munic-
ipalities. A city that levies and collects sales and use taxes under
(a) of this section may not levy and collect a sales tax on

(1) a purchase made with
[A) [(1)] food coupons, food stamps, or other types of
certificates issued under 7 U.S.C. 2011 - 2025 (Food Stamp Act);
fB) [OR (2)] food instruments, food vouchers, or other
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type of certificate issued under 42 U.S.C. 1786 (Special Supple-
mental Food Program for Women, Infants, and Children)? or
X2) transactions involving video gaming devices. [THIS
SUBSECTION APPLIES TO HOME RULE AND GENERAL LAW MUNICIPALITIES.]
* Sec. 16. AS 29.71.800 is amended by adding a new paragraph to read:

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

45.900.
-eY&mpf Service.
* Sec.17. AS 39.25.120(c) is amended by adding a new paragraph to

read:

(21) employees of the Alaska Gaming Commission.

Cwt(*ch>f »wfCrts+ )
* Sec.18. AS 39.50.200(b) 1is amended by adding a new paragraph to

read:
(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 permits the use onpremi-
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 3*
other than a video gaming device;
(4) $200 a year for each video gaming device.
* Sec.20. AS 43.35 is amended by adding a new section to read:

Sec. 43.35.015. TAX ON VIDEO GAMING DEVICE. (a) In addition to
the tax payable wunder AS 43.35.010, the holder of a video gaming
device premises operator's license under AS 05.45.210 shall, not later
than 15 days after the end of the calendar quarter,

(1) pay to the department 15 percent of the

income earned in the previous calendar quarter from a video gaming
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device; and

(2) file a statement with the department showing
net machine income earned in the previous calendar quarter from the
licensee's video gaming devices and the amount due the department
based on the net machine income.

(b) A person who fails to pay fees or file a statement as re-
quired under (a) of this section is subject to a civil penalty of not
more than $1,000 for each violation. Each day a person fails to
comply constitutes a separate violation. The civil penalty may be

imposed by the department in an administrative proceeding or by a

court.

(c) In this section *'nct machine incomell means money received
from a video gaming device less money paid out in cash for credits
earned from the video gaming device.

Sec. 21. AS .43.3£.0,30 ws amended by adding a new subsection to read:

(b) Th%k“pﬂg%visions of (a) of this section do not apply to a
person who is licensed as a distributor of video games under AS 43.-
35.200.

Sec. 22. AS 43.35.050 is repealed and reenacted to read:

Sec. 43.35.050. DISTRIBUTION OF TAX REVENUE. (a) Except as
provided in (b) and (c) of this section, subject to an appropriation
made for the purpose, the department shall pay one-half of the pro-
ceeds of the gross revenues from the tax provided by this chapter to
municipalities in the proportion that the revenue was earned within
them. The balance shall be retained by the state and deposited in the

general fund.

(b) The amount of gross revenue shared with municipalities under

(a) of this section does not include

(1) revenue from fees paid for distributor's licenses and
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permits?

(2) revenue from penalties;

(3) revenue attributable by the department to expenses
incurred in the collect'on of the tax? and

(4) revenue from the tax on video gaming devices under

AS 43.35.015(a).

(c) Subject to an appropriation made for the purpose, the de-
partment shall pay
(1) one-half of the proceeds of the tax collected wunder
AS 43.35.010(a)(4) to municipalities inthe proportion that the reve-
nue was earned within them? and
(2) one-third of the proceeds of the tax collected under
AS 43.35.015(a) to municipalities in theproportion that therevenue
was earned w ithin them.
* Sec. 23. AS 43.35.090(3) is amended to rj
(3) "coin-operated device class means
(A) 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
TAXED ACCORDING TO THE RATE APPLICABLE TO SLOT MACHINES] if the
device or apparatus itself delivers cash directly to the person
playing or operating it? and

(Bl  a video gaming device?
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* Sec. 24. AS 43.35.090 is amended by adding anew paragraph to read:

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

45.900.
* Sec. 25. AS 44.62.330(a) is amended by adding a new paragraph to

read:
(55) Alaska Gaming Commission (AS 05.45.010).

* Sec. 26. INITIAL COMMISSION APPOINTMENTS. The governor shall make

the initial appointment of members of the Alaska Gaming Commission within

120 days after the effective date of this Act.

* Sec. 27. This Act takes effect July 1, 1990.
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A BILL
For an Act entitled” "An Act relating to regulation of gambling and

establishing the Alaska Gambling Board."

BE IT ENACTED BY THE PEOPLE OF THE STATE OF ALASKA:

* Section 1. POLICY. State regulated gambling offers an
opportunity for economic development of the state and improvement of the

.
general welfare of the people of the state. The success of gambling is
dependent upon public confidence and trust that licensed gambling is
conducted honestly and competitively and that gambling <is free from
criminal and corruptive elements. Public confidence and trust can only
be maintained by strict regulation of all persons, practices, and
activities related to the operation of licensed gambling enterprises and
the manufacture and distribution of gambling devices and equipment. Al
premises where gambling is conducted and where gambling devices are
operated must be licensed and controlled to protect the public health,
safety, morals and general welfare of the people of the state, to foster
the stability and success of gambling, and to preserve the competitive
economy and policies of free competition in the state. The provisions
of this b ill are not exhaustive, and shall be supplemented and enhanced
by the legislature, in accordance with Article XI, Section 6 of the
Alaska Constitution.

* Sec. 2 AS 05 is amended by adding a new chapter to read:

CHAPTFR 40. REGULATION OF GAMBLING. M muru.

w &u tat cuY\dUicted- b ty-m jA i
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Sec. 05.40.010. ALASKA GAMBLING BOARD, (a) The Alaska Garbling
Board is established in the Department of Revenue as a regulatory and
guasi-judicial agency. The board is composed of five members appointed
by the governor and confirmed by the legislature in joint session.

(b) Each member of the board shall at the time of the member's
appointment be a resident of the state.

(c) A person may not serve as a member of the board if that
person has been convicted of

1) a felony; or
(2) An offense defined in AS 11.66.200 - 11.66.280 or a
comparable provision of municipal, state, or federal law.

(d The board shall elect a chairman from its membership.

Sec. 05.40.020. TERM OF OFFICE. An appointment to the board is
for a term of four years. A vacancy is filled by appointment for the
unexpired term. A member of the board holds office until a successor is
appointed and qualifies.

Sec. 05.40.030. REMOVAL FROM OFFICE. The governor may remove a
member of the board for the neglect of a duty required by law, or for
other cause, after first giving the member a statement of the charges
and an opportunity to be heard.

Sec. 05.40.040. COMPENSATION AND PER DIEM. Members of the board
are in the exempt service and are entitled to a monthly salary equal to
Step C, Range 26 of the salary schedule in AS 39.27.011(a) for Juneau,
Alaska.

Sec. 05.40.050. QUORUM. Three members of the beard constitute a

guorum for the transaction of business.



Sec. 05.40,060. JURISDICTION. (a) The board shall regulate all
forms of gambling, including gambling games, gaining devices, racing, and
parimutuel wagering, except it shall not regulate games of chance and
contests of skill under AS 05.15.

(o) Jurisdiction of the board extends to every person conducting,
or employed in the conduct of, gambling authorized under this chapter.

Sec. 05.40.070. DOTIES AND POWMERS OF THE BOARD. (a) The board
shall

(1) license, regulate, and supervise all gambling

enterprises?
o

(2) license and regulate the manufacture, sale, and
distribution of gambling devices and equipment;
(3) establish standards for the reports and financial records
that must be maintained by operators of licensed gambling enterprises;
(4) set all license fees;
(5) require licensees to keep detailed records of all
collections and disbursements;
(6) establish procedures for resolution of disputes between a
licensee and a patron of a gambling enterprise;
(7) hire staff as needed to enforce and administer this
chapterj
(8) adopt regulations concerning
(A) the issuance, renewal, suspension, and revocation of
licenses for gambling enterprises;
(B) the issuance, renewal, suspension and revocation of

work permits for employees of a gambling enterprise;



(©) the information that applicants for a gambling
enterprise license or work permit mist provi.de to the board;

(D) fingerprinting or otheridentification cf
applicants, licensees, or permittees;

(E) fees for licenses and costs of investigation cf
applicants for a license of permit;

(F) the games, gaming devices, equipment, and other

forms of gambling permitted;

(G) wuniform rules and procedures for the operation cf
games, devices, equipment, and other forms of gambling permitted by the

board;

(H) the manufacture, sale, and distribution of gambling

devices and equipment;

) the sizeof the premises where gambling is conducted
and thenature and number of facilities and furnishings provided cn the
premises;

J) security services provided cn the premises of a
gambling enterprise;

(K) exclusion or ejection of certain persons frcm

licensed establishments;

(L) the method of accounting for receipts and
disbursements including the keeping of records and requirements for

banking of receipts;

(Mcalculation of gross revenue of a gambling

enterprise;



(N) the procedures and requirements for a state agency
or municipality' to contract for the operation of a gambling enterprise
under a license issued to the state agency or the municipality;

(101 pay fees and other money received into the general fund;

(11) make an annual report to the conmissioner of revenue
and the legislature of its administration of this chapter before
February 1 of each year.

(b) The board may

(1) issue subpoenas to compel witnesses to appear before it;

(2) compel the production cf documents showing the receipts
and disbursements of a person licensed to conduct a gambling enterprise;

(3) appoint a hearing officer to conduct a hearing required
by this chapter cr by a regulation adopted under it.

Sec. 05.40.080. ENFORCEMENT OF REGULATIONS. The attorney general
shall enforce the regulations adopted under this chapter. Violation of
a regulation adopted wunder this chapter is punishable wunder AS
05.40.300.

Sec. 05.40.090. APPLICATION FOR LICENSE FOR A GAMBLING ENTERPRISE,
(@) Gambling may be conducted only under a license issued by the board.

(b) The application for a license for a gambling enterprise
include

(1) the name and address of the applicant;

(2) the location of the premises where gambling is to be
conducted under the license;

(3) the games, gaming devices, cr other gamblina activity to

be conducted under the license;

must



(4) the names of all ©persons directly or indirectly
interested in the gambling enterprise and the nature of each person’s
interest;

(5) other information and details that the board requires,

(c) The applicant shall post a bond in the amount determined by
the board for payment of fees, taxes, and net proceeds under this
chapter.

(d) The beard may not issue a license to a person who

(1) has been convicted of a crime defined in AS 05.40.010(c);

(2) failed to pay a fee, a tax, or proceeds due to the beard
or a municipality at the time of application;

(3) failed to disclose, misstated, or attempted to mislead
the board as to a material fact in an application for a license under

this chapter;

(4) has been convicted of violating a regulation cf the

board.
Sec. 05.40.100. ISSUANCE AND RENEWAL OF LICENSES FOR GAMBLING

ENTERPRISE. (a) A license for a gambling enterprise is issued to a

person for a period of one year and is not transferable to another

person.

(b) A separate license for gambling enterprise is
for each premises where gambling is conducted. A license is valid only
for the premises listed on the license and is not transferable to
another premises. Only one license may be issued for each premises

where gambling is conducted.

required



(©) A license issued under this chapter is renewable for
successive one-year periods. The beard shall renew the license for a
gambling enterprise if the licensee

(1) is in goodstanding with the board as to all
licenses currently held by the licensee; ar.d

(2) has paid allfees, taxes, and proceeds due to the
board or amunicipality for all licenses held by the licensee at the
time of renewal.

Sec. 05.40.110. GAMBLING ENTERPRISE LICENSE. () Subject to AS
05.40.090 (b) - (d), the board shall issue a gambling enterprise license
to amunicipality, to a state agency, or to a person who holds a
beverage dispensary license issued under AS 04.11.090 for the conduct cf
poker and other card gamas and the operation of slot machines as
specifically listed on the license.

(b) A municipality, a state agency, or a person who holds a
beverage dispensary license issued under AS 04.11.090 may apply to the
board for a license authorizing the conduct of games and other gambling
activities in addition to those set forth in subsection (a). The board
shall issue a license to a municipality, to a state agency, cr to a
person who satisfies the requirements of this chapter and the
regulations of the board. In issuing licenses under this subsection,
the board shall promote economic development, free competition, the
public health, safety and morals, and the general welfare of the state,

and the stability and success of gambling.



(c) The suspension, revocation, or transfer of the beverage
dispensary license for the premises subject to a license issued under
this section immediately suspends the license issued under this section.

d() A license issued under this section authorizes the
licensee to conduct games and other gairbling activities as specifically

listed on the license.

Sec. 05.40.120. POSTING OF LICENSE. A license for a gambling
enterprise shall be posted in a conspicuous location on the premises by
the licensee.

Sec. 05.40.130 WORK PERMIT (@) Each person employed by a
gambling enterprise shall obtain a work permit issued by the board
before conducting or otherwise participating in the conduct of gambling

under this chapter.

(o) Records acquired by the board relating to applications for and
issuance of work permits are confidential, but may be released to a law

enforcement agency.

(c) The board may not issue a work permit to a person convicted of

a crime described in AS 05.40.010(c) .

(d The board may refuse to issue or renew a work permit to an

applicant if the applicant has

(1) failed to disclose, misstated, or attempted to mislead
the board as to a material fact in an application for issuance cr

renewal of a work permit;

(2) failed to comply with the regulations of the board;
(3) carmitted, attempted, or conspired to camu.t a crime cf

moral turpitude, embezzlement, cr larceny against an employer.



Sec. 05.40.140. RECORDS OF THE BOARD. Records of the board are
public records and are subject to public inspection except as otherwise
provided by this chapter or by regulations of the board.

Sec. 05.40.150. PROCEEDS. (@) If the license for a gambling
enterprise is issued to a state agency, the state agency shall transmit
the net_proceeds of the gambling enterprise to the board.

(b) If the license for a gambling enterprise is issued to a
municip ality, the municipality shall transmit 50 percent of the license
fees set forth in (c) of this section to the board.

(c) Except as provided in (d) and (e) of this section, if the
license for a gambling enterprise is not issued to a state agencv cr to
a municipality, the licensee shall transmit to the board a license fee
based upon all the gross revenue of the licensee as follows:

Three percent of all the gross revenue of the licensee which
does not exceed $50,000 per calendar month:

Four percent of all the gross revenue of the licensee which
exceeds $50,000 per calendar month and does not exceed
$134,000 per calendar month; and

Five and three-fourths percent of all the gross revenue of

the licensee which exceeds $134,000 per calendar month.

(d) If the license for the gambling enterprise is r.ot issued to a

state agency or to a municipality and if the license is issued for a

gambling enterprise that is located within a municipality, the licensee

shall transmit 50 percent of the license fees set forth in (c) of this

section to the board.



(e) If the license for the gambling enterprise is not issued to a
state agency or to a municipality and if the license is issued for a
gambling enterprise that is located within® a municipality, the
municipality may inpose fees cn the gambling enterprise equal to 50
percent of the license fees set forth in (c) of this section.

ARTICLE 2. GAMBLING WITHIN MUNICIPALITIES.

Sec. 05.40.200. GAMBLING WITHIN A MUNICIPALITY. Except as
provided in AS 05.15, gambling is not allowed within a municipality if
the voters of the municipality have not approved a referendum cr
initiative /;uthorizing gambling within the m-uni-cipality under i
AS 29.35.610.

ARTICLE 3. MISCELLANEOUS PROVISIONS.

Sec. 05.40.300. PROHIBITED ACTS AND PENALTIES. (a) It is a class

A misdemeanor to

(1) violate or fail to comply with a provision of this
chapter a regulation adopted under this chapter, if no effect on the
outcome of a gams or event that is the subject of a bet was intended;

(2) record, report, or register a wager or to gamble except
under the provisions of this chapter;

(3) gamble or to permit a person to gamble if the person is
under the age of 21.

(b) Violation of this chapter or a regulation adopted under this
chapter with intent to affect the outcome of a game, a gaining device, or

other gambling activity licensed under this chapter is a class C felcnv.



Sec. 05.40.310. ADMINISTRATIVE PROCEDURE ACT. The operations cf
the board are subject to AS 44.64 (Administrative Procedure Act), except
as otherwise provided in this chapter.

Sec. 05.40.320. CONFLICT OF HTTEREST ACT. The board is subject to
AS 39.50 (conflict of interest).

ARTICLE 4, GENERAL PROVISIONS.

Sec. 05.40.900. DEFINITIONS. In this chapter

(1) "board"™ means the Alaska Gambling Beard,;

(2) "garbling"” means an activity in which a person stakes or
risks something cf value upon the outcome of a game or a future
contingent event r.ct under the person's control cr influence, upon an
agreement cr understanding that that person cr someone else w ill receive
something cf value in the event of a certain cutccme;

(3) "gambling enterprise” means a business established and
licensed for the purpose of conducting gambling under this chapter;

(4) "gams" means a game played with cards, dice, ecuicmsnt or
a mechanical, electromechanical, or electronic device for money,
property, checks, credit, or a representation cf value, including faro,
rente, roulette, keno, fan-tan, rwer.ty=one, Dblackjack,
seven-and-a-half, big injun, klondike, craps, peker, chuck-a-luck,
Chinese chuck-a-luck (dai-shu), wheel of fortune, chemin be fer,
baccarat, pai gcw, beat the banker, par.guigui, slot machine, a banking
or percentage game cr ether game or device approved by the board, but
does r.ct include games plaved with cards in private hones or residences

where a person does r.ot make money for operating the game, except as a



(5) "gaming device" means equipment or a mechanical,
electromechanical or electronic contrivance, component, or machine used
remotely or directly in connection with a game that affects the result
of a wager by determining wins or loss;

(6) "Gross revenue"” means the total of all:

fa)c_ajtsr;“r_e:_c_eived as winnings;

(b) Cash received in payment for credit extended by a
licensee to a patron for purposes of gaming; and

(c) Compensation received for conducting any game in
which the licensee is not party to a wager, less the total of ail cash
paid out as losses to patrons and these amounts paid to purchase
annuities to fund losses paid to patrons over several vears by
independent financial institutions.

(7) "parimutuel™ means a form of wagering on the cutccre cf a
race in which those who wager personally purchase tickers of various
denominations cn a participant in the race and all wagers for each race
are pooled and held by the licensee conducting the meet for
distribution; when the outcome of the race has been decided, the
licensee conduction the meet distributes the percentage of the total
wagers determined by the board to holders of tickets on the winner.

* Sec. 3. AS 11.66.280(2) is amended to read:

(2) "gambling” means that a person stakes or ris
something of value upon the outcome of a contest of chance cr a future
contingent event not under the person’'s control or influence, upon an

agreement or understanding that that person or someone else w ill receive



something of value in the event of a certain outcome; "garbling "dees r.ct
include
(A) bona fide business transactions valid under the law
of contracts for the purchase or sale at a future date of
securities or commodities and agreements to compensate for loss
caused bv the happening of chance, including contracts cf
indemnity or guaranty and life, health, or accident insurance; or
(B) playing an amusement device that
(i) confers only an immediate right of replay not
exchangeable for something of value other than the priviiecre
of immediate replay; and
(ii) does not contain a rrethed cr device by which
the privilege of immediate replay may be cancelled cr revoked:
(C) an activity authorized by the ccrnmissicr.er cf
revenue under AS 05.15. or bv the Alaska Gambling Beard under AS
05.40.
* Sec. 4. AS 11.66.280(4) is amended to read:
4 "gambling enterprise™ means a gambling business
which

(A) includes five or more persons who conduct, finance,
manage, supervise, direct, or cwn all or part of the business;

(B) has been cr remains in substantia]ly continuous
operations for a period in excess of 30 days or has a gross income
of 52,000 or more in any single day; [AND]

(C) is not a municipalitv or a qualified organization under

AS 05.15 [AS 05.15.210(15)], except that, for purposes of this

-13-



paragraph, no application for a permit [LICENSE] under AS 05.15
[AS 05.15.210(15)] is required to be considered a qualified
organization; and
(D) is not licensed under AS 05.40;
* Sec. 5. AS 18.65.080is amended by adding anew subsection to read:
(b)before appointment or employment, the Department cf Public
Safety shall investigate and ascertain whether
(1) a person appointed by the governor to serve as a member
of the Alaska Gambling Eoard under AS 05.40 has been convicted of a

crime described in AS 05.40.010(c);

(2) a member of the staff of or person employed bv the Alaska
Gambling Board, an applicant for a license for a gambling enterprise, cr
an applicant for a work permit has been convicted cf a crime under the
laws of the state or another jurisdiction.
* Sec. 6. AS 29.35 is amended by adding new sections to read:

ARTICLE 9. GAMBLING TOTHIN MUNICIPALITIES.

Sec. 29.35.600. GAMBLING PERMITTED. Except as authorized under AS
05.15, gambling may not be conducted within a municipality unless a
majority of the voters of the municipality approve a referendum cr
initiative authorizing gambling.

Sec. 29.35.610 LOCAL OPTION ELECTION, (a) The following question
may be placed before the voters of the municipality:

"Shall gamb]ing be permitted in ... (name

of municipality)?"

~14-



(b) The question set out in (a) of this section rav be placed
before the voters of the runicipalitv by the legislative body of the
municipality or by initiative petition. Notwithstanding
AS 29.26.130(b)(1) and (2), an initiative petition shall be signed by a
number of voters equal to five percent of the number of votes cast in
the last regular election held before the petition was issued.

(c) If amajority of the voters vote "yes" on the question set cut
in (a of this section, gambling may be conducted withing the
municipality under terms of a license issued by the Alaska Gambling
Board.

Sec. 29.35.620. LOCAL OPTJCN ELECTIONS BY MUNICIPALITIES WITHIN
BOROUGHS. 29.35.620 The rights of the voters of a runicipalitv located
within a borough to a binding election under AS 29.35.610 shall net be
affected by a vote cn the sane subject by all tho voters of the borough.

Sec. 29.35.630. FEES CN GAMBLING WITHIN MUNICIPALITIES, (a) If a
license for a gambling enterprise issued under AS 05.40.110 is not
issued to a state agency or to a municipality, and is located within a
borough which has voted to permit gambling pursuant to AS 29.35.610, the
governing body of the borough may impose by ordinance the fees set forth
in AS 05.40.150(e).

(b) If a license for a gambling enterprise issued under AS
05.40.110 is not issued to a state agency or to a municipality, and is
located within a bcrcuch which has net voted to permit gambling pursuant
to AS 29.35.610, the governing body of the municipality within which the
gambling enterprise is located may impose bv ordinance tthe fees set

forth in AS 05.40.150(e).



Sec. 29.35.640. APPLICATION. AS 29.35.600 - 29.35.650 apply to

heme rule and general law municipalities.

Sec.29.35.650 DEFINITIONS. In AS 29.35.600 - 29.35.650
"gambling,” "gambling enterprise,” and "game" have the meanings given in
AS 05.40.900.

* Sec. 26. AS 39.50.200(b) is amended by adding arew paragraph to
read:

(49) Alaska Gambling Beard (AS 05.40.010)
* Sec. 27. AS 44.62.330(a) is amended by adding ar.ew paragraph to
read:

(55) Alaska Gambling Board (AS 05.40.010).
* Sec. 28. INITIAL COMMISSION APPOINTMENTS. The governor shall make
the initial appointment of members of the Alaska Gambling Board within

30 days after the effective date of this Act.
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IN THE SENATE BY POURCHOT BY REQUEST
SENATE BILL NO. 263
IN THE LEGISLATURE OF THE STATE OF, ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to video “gafcirjg™' devices and their
distributors, classif*ing\ |vi*rfeo gaining devices as
coin-operated device” Itor/purposes of regulation and
taxation, and exempting them from the definition of
gambling device”:/wr taxes imposed on and regulation
of coin-operatedCjaevices; and providing for an effec-
tive date."Vy
BE IT ENACTED BY"\THE LEGISISTiJ"yOF THE STATE OF ALASKA:
* Section Il AS 11.66.280|\/|L) is amended to read:

\2) "jgant{3li|]\gJ means that a person stakes or risks some-
thing of valui utcome of a contest of chance or a future
contingent eypnt® not under the person's control or influence, upon an
agreement-Sagbnderstanding that that person or someone else will
receive something of value in the event of a certain outcome; "gam-
bling"” does not include

(A) bona fide business transactions valid wunder the
law of contracts for the purchase or sale at a future date of
securities or commodities and agreements to compensate for loss
caused by the happening of chance, including contracts of indem-
nity or guaranty and life, health, or accident insurance; [OR]

(B) playing an amusement device that

(i) confers only an immediate right of replay not
exchangeable for something of value other than the privilege

of immediate replayl) and

SB0263a '1' SB 263



*

(ii) does not contain a method or device by which
the privilege of immediate replay may be cancelled or re-
voked ;

(C) an activity authorized by the commissioner of

revenue under AS 05.15; or

(D) a video gaming device authorized under AS 43.35;

Sec. 2. AS 11.66.280(3) is amended to read;

(3) "gambling device" means anydevice, machine,parapher-

nalia, or equipment that is used or usable in the playing phases of
unlawful gambling, whether it consists of gambling between persons or
gambling by a person involving the playing of amachine; "gambling
device" does not include
(A) lottery tickets, policy slips, or other items used
in the playing phases of lottery or policy schemes; [OR]
(B) an amusement device as described in (2)(B) of this
section; or
(©) a_video gaming device authorized under AS 43.35;
AS 43.35 ics:O!a\}n}ended by adding a new section to read:

Sec. 43.35.015. TAX ON VIDEO GAMING DEVICE,. (a) In addition to
the tax payable undet AS 43.35.010)Ath4e0/holder of a video gaming
device license shall, not later thanl1l5 days after the end of the
calendar

(1) pay to the department25 percent of the net machine
income earned in tha previous calendar quarter from a video gaming
device; and

(2) file a statement with the department showing the total
net income earned in the previous calendar quarter from video gaming

devices authorized under this section, and the amount due the depart-

ment based on net income.
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) A pcr3on who fails to pay fees or- file a statement as re-

1

, huired under (a) of this section is subject to a civil penalty of not

0*

A -i more than $1,000 for each violation. Each day a person fails to
? comply constitutes a separate violation. The <civil penalty may be
imposed by the department in an administrative proceeding or by a
court-
7 (c) In this section "net machine income" means money received
8 from a video gaming device less money paid out in cash for credits
9 earned from the video gaming device. (XO"‘
10 * Sec. 4. AS 43.35.030 is amended by adding a new subsection to read:
11 (b) The provisions of~~)of this section do not apply to a
12 person who is licensed as a ~distributor of video games wunder AS 43.-
13 35 200 pg/owuf -fee. 4 £*0;s'tate. res (dej& J
no {elLcrtuie.s C "B ccveie <fcsgvjw-SAe-s-)
14 * Sec. 5. AS 43.35.050 is repealed and reenacted to read:
15 Sec. 43.35.050. DISTRIBUTION OF TAX. (a) Except as provided in
16 (b) of this section, subject to an appropriation made for the purpose,
17°/p) the department shall pay one-half of the proceeds of the gross reve-
nues from the tax provided by this chapter to municipalities in the
proportion that the revenue was earned within them. The balance shall
b retained by the state and deposited in the general fund.
The amount of gross revenue shared with municipalities under
(a) of this section does not include
(1) revenue from fees paid for distributor's licenses and
grmits;
25 (2) revenue from penalties;
(3) revenue attributable by the department to
-\y yIL incurred in the collection of the tax; and
Ww-8V<r (*0 revenue from the tax on video gaming devices under
~$9 AS 43.35.015(a).
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* Sec. 6. AS 43.35.090(3) is amended to read:

(3) "coin-operated device class 3" means

(A) 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
TAXED ACCORDING TO THE RATE APPLICABLE TO SLOT MACHINES] if the
device or apparatus itself delivers cash directly to the person
playing or operating it; and

(B) a video gaming device;

* Sec. 7. AS 4335090 is amended by adding a new paragraph to read:

(5) “"video gaming device" means an electronic machine that

uses a video screen or display and microprocessors to play or simulate

the play of the game of draw poker or of the game of keno, and tﬁ%\ >

upon insertion of money allows a user by skill or chance to receive
free games or credits that may be redeemed for cash, but does not
include a machine that directly deposits money to the user.

* Sec. 8 AS 4335 is amended by adding new sections to read:

ARTICLE 3. VIDEO GAMING DEVICES.
Sec. 43.35.200. DISTRIBUTOR OF VIDEO GAMING DEVICES TO BE LI-

CENSED.  (a) A person who distributes video gaming devices may not
distribute a video gaming device in this state without a valid video
gaming distributor's license issued by the department.  To remain
valid, a license must be renewed annually on or before a date set by

SB 261J
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the department,

(b) An applicant for a license or renewal of a license shall pay
an annual fee of $500. y/ljvtizM A f/0QO

(c) The department shall refuse to issue a license to a person
who distributes video gaming devices if the person has not been a
resident of the state for one year immediately preceding theperson's
application or reapplicatio»> for a license.

(d) The department

(1) shall refuse to issue a license to a person who dis-
tributes video gaming devices, or shall suspend or revoke a license,
if the person

(A)  hasbeen convicted of a felony;

(B)  hashbeen convicted of a violation of AS 11.66.-
200 - 11.66.280 or another law or ordinance with substantially
similar elements;

(2) may refuse to issue a license to a person who distrib-
utes video gaming devices, or may suspend or revoke a license if the
person fails to comply with a provision of this chapter or of a regu-
lation adopted under it;

(3) may require an applicant for a license or renewal of a
license and, if the applicant is a corporation, each shareholder and
employee of the corporation, to file an affidavit that the distributor

(A) is a citizen of the United States;
(BJ has been a hona fide resident of the state for at
least one year; and
(C)  hasnever been convicted of a crimeidentified in
(1) of this subsection.
(e) A personwho is denied a license under (d) of this section,
or whose license issuspended or revoked under (d) of this  section,

SBU263a -5- SB 263



ER ©“RKE B owonm-uo o D W N

has the right to a hearing on the department's decision and may appeal
the denial, suspension, or revocation to the superior court.

(f) In this section "license" means a video gaming distributor's
license.

Sec. 43.35.210. INSTALLATION OF VIDEO GAMING DEVICES. A person
licensed under AS 4335200 may install video gaming devices only in
premises that sell alcoholic beverages and that hold under AS 04.11:

(1) abeverage dispensary license under AS 04.11.090;
(2) aduplicate beverage dispensary license for additional
rooms under AS 04.11.090(e);
(3) aclub license under AS 04.11.110;
(4) acommon carrier dispensary license under AS 04.11.180;
or UndUwU
(5) a pub license under AS 04.11.220. Ovul
* Sec. 9. This Act takes effect July 1, 1989

SB 263 -6~ SB0263a
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DOT&PF FISCAL ANALYSIS FOR

SENATE BILL NO. 146

EXPENDITURES

Personnel Services - added cost would be overtime needed to
supervise the gaming devices on the three vessels. Estimate
$12.0 per ship - no added position would be created.

Contractual - there will be approximately $10.0 cost to upgrade
electrical service to handle the 12 machines on each vessel.

Supplies - miscellaneous supplies such as mounting devices to
make the games sea worthy.

Revenue - there 1is no sure way to predict the revenue. We
doubled the revenue we are currently making on the 25 video games
that are installed at this time. $150.0 should be a conservative

figure.
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SB 263
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Page 2

Personal Service Costs

Annual Salary

Location Position Range/Step  and Benefits
Juneau Revenue Audit Supvr | 22A 5.3
Juneau Revenue Auditor PI 14A 9.8
Juneau Tax Examiner [l 12A [
Juneau Ir]vestl ator | 14A 9.8
Juneau Clerk Nl 1A 28.0
Ancnorage  Revenue “Auditor 111 18A 0.9
Anchorage  Investigator 111 18A 0.9

TOTAL PERSONAL SERVICE
Travel Costs

Perform,insaections, audits, investigations,
regulation hearings

Jylies
Miscellaneous office supplies-forms, returns, 1.0
appficat?ons ané lm?orm'glpmn packets +$4.0

TOTAL SUPPLIES
_ FY '90*
Equipment

7 each Office furnishings andfiles
(chair, module, ngrawer file) $35X7 $245

7 each Wang P/C system $35 X7 $245

1 each Wang printer $70 X 1 +$7.0
TOTAL EQUIPMENT

Training

Audit Supervisor, Investigator [11, Auditor I
travel and training

TOTAL OPERATING

*This represents a one-time expenditure

$310.4

$ .0

$5.0

$56.0
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REVENLE PROJECTION

Thi
Wouid |cense

b in each premise.
licen seg e State of i

1985" "23-5- 01" which was enacted In
on an assume annH al grossl\ja rofit per devlrce of

of 10500000 Nthalr first ve
Montana's tax rate s 15% thishill provrdeg/i'El

ettt

Tax Revenue

cheirsed premises (each)
Tota| devices per premise
Total [gamrn? devices, . (each)

Proie

Tax rate
TAX REVENE
Licensing Revenue

12 month premrses (each)
Devices P remise

Full year devices
License rate

12 MONH LICENSING REVENLE

5 month premrse_(each)
Device P [emise

172 year devices
License rate

5 MINTH LICENSING REVENLE
Distributor Licenses

Projected distributors (each

chene fee (each)
Drstrrbutor license revenue

TOTAL LICENSING REVENE
TOTAL RRENE

?rosg profrts (tax base

prorectron (]S based on the assum

1957,

93
XH

4,61
0SS rofrt DEr machine x$9,g08

500 evrces
r of the law's enactment.
or a taxrate of 25%

has

tron thaﬁ3 %glg 5 video gaming devic Sb
Montanarmplemented 'Vrdeo DraWPor e Machine Law o%
his revenue rogectron IS hased

remises coul

Montana's

. Whic
hcensed and

$43,477,500
x25%
$10,869,375
$ 1,016,400
$ 52,800
+ $7,500
+$1,076,700
S1? .000.000
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Page 4

SECTIONAL ANALYSS

This bill would classrfy vrdeo gmrn devrces as coin- operated deyices and
exemPt them from being considere g bling evrries rovides for

re ulation and taxatign of these devices as well as Irc nsing of the devices

drstrrbutﬁrs Administration would be under the Income and Excise Audit
rvrsron of the Department of Revenue.

Section #1
ﬁ%‘%tgﬁ AS 11.66.280(2) to exempt gambling authorized under this hill (AS

Section #3
Providef f%r a t oof the "net machine income" to be paid on a
quarterly basis e

This section also defrnes 'net maching income" as_money received by the
devrces ess wr])ne}/ PF out, and rovrdef for a $i 0 00.40 a day penalty
Or a person alls to pay fees or file a quartérly return.

Section #4

%QQS AS 43.35.030 by adding a section to license a distributor of video

Section #5

Repeals AS 43.35.050 and reenacts the distribution of the taxe
coPIected One-half, of the roceed ? the Lchensrng Fees shaﬁl be élald

5 0
appropriation) to_the munr alities that the fees were earne
wrjhrn p*?hepba?ance ot fees [and ﬂp taxes sha?l be retained %y the state
and deposited into the general fund.

Section 6

Amends AS 43.35, O90?é) rovrde for video gaming devices to be licensed
as a class 3coin o rated evice.

Section #/
Amends AS 43.35.090 to define a "video-gaming device".

Section #s

Amends. b addrng a new section .to AS 43.35 t provrde For the Bnual
licensing for a video gaming drstrrbutor The annual fee will be
$500.00. Thri section “also Rrovrdes language. for. issuance and denrals of
video gaming license based on specific qualifications of the applicant.
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This section also proyides for the installation of video gaming devices
under AS 43.35.200p0ny ?n premtlses licensed under AS 04.%1: ’
1. abeverage dispensary license under AS 04.11.090;

2, u%%lép%at&. el\{%rgagse)d;ispensary license for additional rooms

3. aclub license under AS 04.11.110;
4. acommon carrier dispensary license under AS 04.11.180; or
5. apub license under AS 04.11.220.
Section #9
Provides for the bill to be effective July 1, 1989,

DEPARIVENT'S POSITION

he department has no position regardin the issHe of allowing vi(ieo aming
ized in the stdte, however, the department” wou h%ve

evices to be legal
ggvt rgirﬁ?ommerg(?atlons regarding administration eianguage that cou?d e added

50f 5



R Vrgeo Gaming — SB 263

RE:

DATE: 11/8/89 +

Legal Division is preparing a draft Sponsor Substitute for SB 263. Major N

changes:

ORIGINAL SUBSTITUTE

REGULATION By Dept. Revenue By Gaming Commission “tﬂ”;;&ffgnﬂj prvAVU)

LICENSES/ Distributor - $500, Distributor - SI000,

FEES all to state all to state 4>|Ar rmdenhus,
wccv—iihS*;lAcctiL.Otrgni\CAOJi;pchsaa.&'— T Operator* LCB% Owner) [ﬁlUfWHJnWH
OLvvif . (i\uf , pbdafAvLtj I-H i

240/device, paid b #E /devrce ardt b
$d|str|butorp ?I Y //i\tot} [s arerli) 1/2 t/o state,
to state 11 to local government

TAX 296 net income, pai< V136 net income, paid b

b(é/ drstrrbutor"IO dl 04-5-1r- r% ut-€r, —ghared %/3 to
state f statelr/3 to focal govt.

LOCAL GOVT. Can prohibit video gaming by

ordinance

SPECIFICS AMaximum 20 machines per bar’

-Ne-PI-a Eoar T —s apm o or
/Maximum bet $ H \,U-A
Maximum gayout $100 for poker,
r"keno 4- MT;wky vy y
Expected payback 8%
MACHINE TFST /Re rre1 beJore machdne IS
50 ayed, or used. ~Gaming
ét Commission may _contract wit
\ (for oMEVFUAY rALwro another state for this
cud- LWALtt\ |, Vi v Servwe’ ] Machine
_ gecrfrcatrons to be set in
U owux-i ’ regulation
P/alAi-dba e oMl Fiwfi-"fwfi+o %V\ﬂ_
rfeAJnLT)S> . tQxjfr ¢ —IzMVfdA'H a

BOTH THE ORIGINAL BILL A\D THE SPONSOR SUBSTITUTE define "net income" as
mon gut mbo a vrﬁieo machine minus credits gard out In ca?h and allow
macfiines in bars, clubs, pubs, and on common carriers (the ferry).

AL OF THE ABOVE CHANGES ARE PATTERNED (N THE MONTANA LAW except |
switched the distribution of the net income tax from 1/3 state as in
Montana to 2/3 state Whether or not we want to S are revenue with local
governnhents 1S 0 course a policy question — it _me ns less revenue to the
0ssibly more m nrchaI supPort for SBZ (more mone

muynig ﬁoffers 0 offset Increases In law en orcement etc t at may
arise), Allowing local %overnments to pronihit gam mgﬂma have a
srpg ificant Impact. — when | was In_Oreqon this Summer Mult omah Count
ortl and Was votrng to_prohibit video

r%;amrn which effectively Igutt
E’ort Esl%asrnce over half of the revedue was expected to come from the



THE PRIMARY DIFFERENCE BETWEEN MONTANA®"S LAW AND THE SPONSOR SUBSTITUTE is
that in_Montan- tTT"bar aner holder of the Aijr Ueense) 1s licensed D
the Gami rrgAetJ mrssr on % acning ang-"aystne fees and taxea 8B
1S set ups drstrr trict 4 -5- Tc%Trsed or each machine an pays the
ees an ax t rs rnrtr ecommen ation of the Dgaartm nt
Revenue  — thrs I? g/ I Ern a reIt e mac an
|t IS dmrnrstratrv efrcr nt eca e th f ewe In |vrdu
T rno e video mac ine license more |rect to t e | uor |cense per aps
f ore o an rucgntrve for the Irquor Ircense der o act
roHerg ve asked Legal to try to accolm ish the same th rn%
thorl rng Board tq suspend” and revoke liquor licenses for
vroIatrons of the video gaming statute.

OTHR II-IINGS FROM MONTANA'S LAKV [%IDNT INCLUDE., BUT COULD:
1 %olrc statement that t overnment's role IS t0 grotect the
Eu rom unscrupu ous proprietors. ard |oa ers, et
2. stablishment of a Gaming’ Advisory Counci ssrsf
Commission and make recofimendations on needed egrs ative

cnan es, etc.
. rantrn of ﬁeace officer status to certain employees of the

amr gaton oJSS\}?de brn 0 — equested onI ker and en
é: AI A rTtfin rum pnker maclvvvas ppr psta Irs ment. (15
the tota 20 machnws a+ToWeHJT

NOTE: The. onsor Substitute sets up the 9am|ng Commission soIeIIti
re uIate Vi aming,_ not_games of chance contesés of skill tab
et . ertarn the~Commission can be ?rven broader Powers |t wr
ake Y)our bill very cumbersome so _I've t out ? Now, Commission
eCpatterne after tI]a In B 31% haro}fs bill that e? ablrshes a
amrn ommission t reDg ate ame% of chance/contests of ski It's a
5-menber board In the epartment of Commerce.

THE GAVBLING BAI_LOT INITIATIVE has been certified for placement on the

ballot In 1990 ts rrm provrsrons
1 5-member % dBoard In the Deparément Revenue. |Boia
member vvou at Range 26C, "an WouI re uf te all forms

ute

of gamblin exc ames 0 gﬁance/contests of
2. Allgd tarlg ?8 bg worked out In rer];u atrop Ircense fees,
calc atron? [0SS reveng orms 0 m Ing’ permitted, etc.)
3. Gamb rnd cou egon ducte by 3 munrcr a rtl}/ (5 e state, or a
Iﬂuor fense I but couI onducted In a
municipality witho Ht vober provia
rocee s would IStr as oIIows
I} e 1Itt?d““e 35,7596 of :
| uor rcense older-ru o of gross revenue to s
(deoch %on fotal revenuez ?Iocatedg n muni, this wouﬁ %e
P t 50 tateK muni. P muni establrsh own fees.
mum run, half o

the 3675/0 of gr ss revenue to state, half

5. Br ad defrnrtron o{ 9ame ﬁroulette wheel of fortune, craps,
poker, baccarat, slot machine, etc.).
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BY SEN. POURCHOT BY REQUEST

1 IN THE SENATE
SPONSOR SUBSTITUTE FOR SENATE BILL NO. 263
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing the Alaska Gaming Commission,
authorizing the commission to regulate video gaming
devices and persons who manufacture, assemble, pro-
duce, distribute, and operate them, and exempting
video gaming devices from the definition of gambling
devices; relating to state laws applicable to requ-
lation of gambling, state criminal laws defining
criminal mischief, municipal regulation and taxation
of video gaming devices, and taxes imposed on and
regulation of video gaming and coin-operated devices;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1 AS 05 is amended by adding a new chapterto read:
CHAPTER 45. ALASKA GAMING COMMISSION.
ARTICLE 1 ESTABLISHVENT AND OPERATION OF COMMISSION.
Sec. 0545.010. ALASKA GAMING COMMISSION. (@)  The Alaska
Gaming Commission is established in the Department of Commerce and
Economic Development. The commission is composed of five members.
Four members shall be appointed by the governor, subject to confirma-
tion by the legislature. The fifth member of the commission is the
commissioner of commerce and economic development or the commis-
sioner’s designee.
(b) Each member of the commission shall at the time of the
> fak resic™ ™" member's appointment be a resident of the state.
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1 (c) Except for the commissioner of commerce and economic devel-
rVeJlAxbe”f00 opment or tde commissi®ner's Vesignee, a person may not serve as a
T.0 A5 B nember of the commigsygn if fthat PEFSOR has been eginvicted of

WuvFflilM uU> S flow! or \

5 (2) an offense under ASvO5.k \ AS 11.66.)200 - 11.66.280, or

6 a comparable provision of municipal, state, or federal law.

7 (d) Except fcr the commissioner of commerce and economic devel-
(yAvibrwa opment or the commissioner's designee, a person may not serve as a

cCrO0cJ™meinber of the commission until the investigation vrequired under

CMMAMMC&jickjick --

10 AS 18.65.080(b) is completed.
1 (e) The commission shall elect a chair from its membership.
(f) Three members of the commission constitute a quorum for

13 transaction of business.

14 Sec. 05.45.020. TERM OF OFFICE. Members of the commission
"7 /<a\ appointed by the governor serve staggered terms of three years. A
¢ i6 vacancy is filled by appointment for the unexpired term. A member of

17 the commission holds office until a successor is appointed and qual-

18 ifies.

19 Sec. 05.45.030. REMOVAL AND SUSPENSION OF MEMBERS. (a)  Except

20 for the commissioner of commerce and economic development or the
cmmt o> commissioner's designee, the governor may remove a member for cause,

(M J6 & including incompetence, neglect of duty, or misconduct in office. A
member being removed for cause shall be given a copy of the charges
and afforded an opportunity to publicly present a defense in person or
by counsel upon not less than 10 days' notice. [f a member is removed
for cause, the governor shall file with tha lieutenant governor a
complete statement of all charges made against the member and the
governor's findings based on the charges, together with a complete
record of the proceedings.

BBNBEBRRR
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(b) The governor may immediately suspend a member for a viola-
tion of law or for misconduct in office pending removal from office
under (a) of this section.

Sec. 05.45.040. COMPENSATION AND PER DIEM.  Except for the
commissioner of commerce and economic development or the commis-
sioner's designee, members of the commission do not receive a salary
for their service on the commission but are entitled to per diem and
travel expenses authorized for state hboards and commissions under
AS 39.20.180.

Sec. 05.45.050. DUTIES AND POWERS OF THE COMMISSION.  (a) The
commission shall

(1) license, requlate, and supervise video gaming under
this chapter;

(2) as to the regulation and supervision of video gaming\
devices, have and exercise all duties and powers that the Department
of Revenue may exercise under AS 43 to levy, collect, and enforce they
Pay,nent of taxes and fees imposed by this chapter;

(3) adopt regulations establishing the minimum machine
specifications for video gaming devices that may be used in the state;

(4) hire staff as needed to enforce and administer this
chapter; and

(5) adopt regulations necessary to carry out the provisions
of this chapter.

(b) The commission may

(1) issue subpoenas to compel witnesses to appear hefore
it

(2) compel the production of documents showing the receipts
and disbursements of a person licensed under AS 0545200 or 05.-

45.210;

SB02C3b -3- SSSB 263
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(3) appoint a hearing officer to conduct a hearing required
by this chapter or by a regulation adopted under it.

Sec. 05.95.060. EMPLOYEES OF THE COMMISSION. Employees of the
commission are in the partially exempt service under AS 39.25.120.

Sec. 05.95.070.  ENFORCEMENT OF REGULATIONS.  The attorney
general shall enforce the regulations of the commission.

Sec. 05.95.080. RECORDS OF THE COMMISSION. All records of the
commission are public records and subject to public inspection.

Sec. 05.95.090. ADMINISTRATIVE PROCEDURE ACT. The operations of
the commission are subject to the Administrative Procedure Act
(AS 99.62).

Sec. 05.95.100. CONFLICT OF INTEREST ACT. The commission s
subject to AS 3950 (conflict of interest).

ARTICLE 2. REGULATION OF PERSONS ENGAGED IN VIDEO GAMING.

Sec. 05.95.200. DISTRIBUTOR'S LICENSE. (a) A person may not
manufacture, assemble, produce, or distribute a video gaming device in
this state without a valid video gaming distributor's license issued
by the commission. To remain valid, a distributor's license must he
renewed annually on or before a date set by the commission.

(b) A applicant for a license or renewal of a license under (a)
of this section shall pay to the commission an annual fee of $1,000.

Sec. 05.95.210. PREMISES OPERATOR'S LICENSE. (a) A person may
not install or allow another to use a video gaming device without a
valid videc gaming premises operator's license issued by the commis-
sion. The commission shall refuse to issue a gaming premises opera-
tor's license to a person unless the person holds a license described
in AS 05.95.230. To remain valid, a premises operator's license must
be renewed annually on or before a date set by the commission.

(b) An applicant for a license or renewal of a license under (a)

SSSB 263 -9- SB0263b
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of this section shall pay to the commission an annual fee of $100.

Sec. 05.45220. LICENSING PROCEDURE.  (a) The commission

(1) shall refuse to issue a license to a person under
AS 05.45.200 or 0545210 if the person has been convicted of (N300

(A) a felony; or o
(B) an offensle under AS 05.15, AS 11.66.200 - 11-

66.280, or a comparable provision of municipal, state, or federal

law;

(2) may refuse to issue a license to a person under AS 05.-
45200 or 05.45.210, if the person fails to comply with a provision of
this chapter or of a regulation adopted under it;

(3) may require an applicant for a license or renewal of a
license issued under AS 0545200 or 0545210 and, if the applicant
is a corporation, each shareholder and employee of the corporation, to
file an affidavit that the applicant has never been convicted of a
crime identified in (1) of this subsection.

(h) A person who is denied a license under (a) of this section
has the right to a hearing on the commission's decisionand may appeal
the denial tothe superior court.

Sec. 0545.230. INSTALLATION OF VIDEO GAMING DEVICES. (a) A
person licensed under AS 05.45.210 may install or allow another to use
video gaming devices only in premises that sell alcoholic beverages
and for which has been issued

(1) a beverage dispensary license under AS 04.11.090;

(2) a duplicate beverage dispensary license for additional
rooms under AS 04.11.090(e);

(3) a club license under AS 04.11.110;

(4) a common carrier dispensary license under AS04.11.180;
or

SB0263b -5- SSSB 263
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(5) a pub license under AS 04.11.220.

(b) A person may not install more than 20 video gaming devices
on a licensed premises.

ARTICLE 3. REGULATION OF VIDEO GAMING.

Sec. 05.45.300. TESTING OF PROTOTYPE VIDEO GAMING DEVICES.  (a)
Before a video gaming device is sold or distributed for wuse in the
state, the commission shall test and approve a prototype of the device
to ascertain whether a device manufactured to the specifications of
the prototype meets minimum machine specification standards.

(b) The commission may contract with another state to fulfill
the requirements of (a) of this section.

(c) The commission shall require the distributor seeking the
examination and approval of a new video gaming device to pay the
anticipated actual costs of the examination in advance and, after the
completion of the examination, shall refund overpayments or charge and
collect amounts sufficient to reimburse the commission for under-
payments of actual costs.

Sec. 05.45.310. |INSPECTION. ~ The commission may provide for
reqular inspection of video gaming devices that are approved for
installation and use under this chapter. Regular inspection may
include a review of the audit trail of the video gaming device to
ensure compliance with the payout requirements of MASA05T45. 34G?A The~
commission may contract with the Alcoholic Beverage Control Board to
conduct regular inspections authorized by this section.

Sec. 05.45.320. REGULATION OF PLAY. (a) A person who has not
reached the age of 2L years may not use a video gaming device.

(b) The operator of premises in which video gaming devices
been installed may allow use of the video gaming devices only during
hours when a person may sell alcoholic beverages on the premises under

BSSB 263 -6- SB0263b
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AS 04.16.010 and AS 04.21.010.

Sec. 05.45.330. LIMITATTON OF WAGER. The maximum amount that
may be wagered on a game that is played or simulated by a video gaming
device is $ 2 Avideo gaming device may not be programmed to accept a
wager in an amount that exceeds the maximum amount authorized by this
section.

Sec. 05.45.340. PAYOUT REQUIREMENTS. (a) Each video gaming
device shall pay out not less than 8 percent of the value of the
amount played during the useful life of the device. Each video gaming
device must have an electronic accounting device that the commission
may use to verify the payout percentage.

(b) Based on the play of a video gaming device, the video gaming

Jaoo « .y 1348y >device shall provide, the user of the device who is successful a maxi-
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munwcash)payout of $100 per-game e N 1 fi
L- A ARTICLE 4.  ENFORCEMENT. Vo

Sec. 05.45.400. LICENSE TERMINATION. (a) The commission shall
suspend or revoke a license issued under AS 05.45.200 or 0545210 if
the person holding the license has heen convicted of (dAM :

(1) a felony; or J
(2) an offense under AS 05.15, AS 11.66.200 - 11.66.280, or
a tomp3rabie provision of municipal, state, or federal law.

(b) The commission may suspend or revoke a license issued under
AS 05.45.200 or 0545210 if the person holding the license fails to
comply with a provision of this chapter or of a regulation adopted
under it.

(c) A person whose license is suspended or revoked under this
section has the right to notice of and a hearing on the commission's
decision and may appeal the suspension or revocation to the superior
court.

SB0263b -7- JSSB 263
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7 O "  ARTICLE 5. TAXES AND FEES.
Sec. 0545500. TAXES. (a) A perse,n who maintains a video
ing device for use or permits the use of a video gaming device on
premises under the person's control shall first pay to the commission
a tax of $200 a year for each video gaming device.

(b) In addition to the tax payable under (a) of this section,
-the hToIder of a~vTdeo gaming device premises ppcrator's licens™ under
AS 0545210 shall, not later than 15 days after the end of the calen-
dar quarter,

(1) pay to the commission 15 percent of  the net machine
income earned in the previous calendar quarter from a video gaming
device; and

(2) file a statement with the commission showing the total
net machine income earned in the previous calendar quarter from the
licensee's video gaming devices and the amount due the department
based on the net machine income.

(c) A person who fails to pay the taxes and  fees orfile a
statement required under this section is subject toa civil penalty of
not more than $1,000 for eachviolation. Each day aperson fails  to
comply constitutes a separateviolation. The civil penalty may be
imposed by the commission in an administrative proceeding or by a

court,
(d) In this section, "net machine income" means money received

from a video gaming device less money paid out in cash for credits
earned from the video gaming device.

Sec. 05.45510. DISTRIBUTION OF REVENUE. Subject to an appro-
priation made for the purpose, the commission shall pay one-third of
the proceeds of the taxes collected under AS 05.45.500(a) and  (b) to

||-2, | fworu. municipalities in the proportion that the revenue was earned within

SSSB 263 -8- SB0263b
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ARTICLE 6. GENERAL PROVISIONS.
Sec. 05.45.900. DEFINITIONS. In this chapter,
(1) "commission" means the Alaska Gaming Commission;
(2) "video gaming device"

(A)  means anelectronic machine that wuses a video
screen or display and microprocessors to play or simulate the
play of the game of draw poker or the game of keno, as defined by
regulation of the commission, or of another game authorized by
the commission, and that upon insertion of money allows a user hy
skill or chance to receive

| (i) £ree games; or
(11) credits that may be redeemed for cash;

(B)  does notinclude a machine that directly dispenses

coins, cash, tokens, or anything else of value.

* Sec. 2 AS 05.15.060 is amended to read:

Sec. 05.15.060. REGULATIONS. The department shall adopt regu-
lations under the Administrative Procedure Act (AS 44.62) necessary to
carry out this chapter covering, but not limited to,

(1) the issuance, renewal, and revocation of permits and
licenses;

(2) a method of ascertaining net proceeds, the determina-
tion of items of expense that may be incurred or paid, and the limita-
tion of the amount of the items of expense to prevent the proceeds
from the activity permitted from being diverted to noncharitable,
noneducational, nonreligious, or profit-making organizations, indi-
viduals, or groups;

(3) the immediate revocation of permits and licenses au-
thorized under this chapter if this chapter or regulations adopted

SSSB 26J
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under it are violated;

(4) the requiring of detailed, sworn, financial reports of
operations from permittees and licensees including detailed statements
of receipts and payments;

(5) the investigation of permittees, licensees, and their
employees, including the fingerprinting of those permittees, licens-
ees, and employees whom the commissioner considers it advisable to
fingerprint;

(6) exclusion from participation as a permittee, licensee,
or employee of a permittee or licensee, of a person

(A) convicted of, in prison for, or on parole for a
felony within the preceding five years, orconvicted of a crime
involving theft or dishonesty or of aviolation of amunicipal,
state, or federal gambling law; or

(B) whose video gaming license has been suspended or
revoked under AS 05.45;

(7) the method and manner of conducting authorized activ-
ities and awarding of prizes or awards, and the equipment that may be
used;

(8) the number of activities that may be held, operated, or
conducted under a permit during a specified period; however, the
department may not allow more than 14 hingo sessions a month and b
bingo games a session to be conducted under a permit;

(9) a method of accounting for receipts and disbursements
by operators, including the keeping of records and requirements for
the deposit of all receipts in a bank;

(10) the disposition of funds in possession of a permittee
or a person, municipality, or qualified organization that possesses an
operator's license at the time a permit or a license is surrendered,

SSSB 263 -10- SB0263b



1 revoked, or invalidated;

2 (11) restrictions on the participation by employees of the

3 Department of Fish and Game in salmon classics;

A (12) other matters the commissioner considers necessary to

5 carry out this chapter or protect the best interest of the public.

6 * Sec. 3. AS 05.15.122(c) is amended to read:

7 (c) The department may not issue an operator's license to an
applicant if the applicant or a person employed by the applicant in a
managerial or supervisory capacity

(1) [,] has been convicted of, in prison for, or on parole
for a felony within the preceding five years, or has been convicted of
a crime involving theft or dishonesty or of a violation of a inunici-
13 pal, state, or federal gamblinglaw; or
1A (2) has had a video gaming license suspended or revoked

15 under AS 05.A5,
16 * Sec. A AS 05.15.122(d) is amended to read:

17 (d) A licensee maynot employ aperson in a managerial or super-
18 visory capacity if the person
19A (1) has been convicted of, in prison for, or on parole for

a felony within the preceding five years, or has been convicted of a
crime involving theft or dishonesty or of a violation of a municipal,
state, or federal gambling law; or

(2) has had a video gaminglicense  suspended orrevoked
under AS (05.A5,
Sec. 5. AS 05.15.1A0(b) is amended to read:

(b) In an application for a permit, a municipality or qualified
organisation shall disclose the name and addressof each person re-
sponsible for the operation of the activity andwhether any person
named

SB0263b -11- SSSB 263
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(1) has been convicted of, in prison for, or on parole for
a felony within the precedingfive years, or convicted of a crime
involving theft or dishonestyor of a violation of a municipal, state,
or federal gambling law; [OR]

(2)has a prohibited financial interest, as  defined in
requlations adopted by the commissioner, in the operation of the
activity; or

(3) has had a video gaming license suspended or revoked
under AS 05.45,

* Sec. 6. AS 05.15.140(c) is amended to read:
() The commissioner may not issue a permit for an activity
ANoperated by a person who

(1) has been convicted of, in prison for, or on parole for
a felony within the precedingfive years, or has been convicted of a
crime involving theft or dishonesty or ofa violation of a municipal,
state, or federal gambling law; or

(2)  has had a video gaming license suspended or revoked
under AS 05.45m

*  Sec. 7. AS 11.46.482(a) is  amended to read:A
(a) A person commits the crime of CMGax nnkORR in  the
second degree if, having no right to do so or any reasonable ground to

believe the person has such a right,

(1) with intent to damage property of another, the person
damages property of another in an amount of $500 or more;

(2) the person tampers with an oil or gas pipeline or
supporting facility or an airplane or helicopter with reckless disre-
gard for the risk of harm to or loss of the property;

(3) the person recklessly creates a risk of damage in an
amount exceeding $100,000 to property of another by the use of widely

SSSB 263 -12- SB0263b



1 dangerous means; [OR]

2 (4) the person drives, tows away, or takes the propelled
3 vehicle of another and the vehicle or any other property of another is
4 damaged or the owner incurs reasonable expenses as a result of the
5 loss of use of the vehicle in a total amount of $500 or more; or

6

A ] (5) the person physically manipulates or interferes with a
video Raining device regulated under AS 0545 to alter the outcome of
4o or payoff from a game played or whose play is simulated on the device.
v UXCRT woser 8 AS 11.66.280(2) is amended to read:
10 (2) "gambling" means that a personstakes or  risks some-
n thing of value upon the outcome of a contest of chance or a future
iV contingent event not under the person's control or influence, upon an
13 agreement or understanding that that person or someone else will
14 receive something of value in the event of a certain outcome; "“gam-
15 bling" does not include
16 (A) bona fide business transactions valid under the
17 law of contracts for the purchase or sale at a future date of
\/$hCjD securities or commodities and agreements to compensate for 0SS
A'U/YUWI caused by the happening of chance, including contracts of indem-
Vo {20 | |, nity or guaranty and life, health, or accidentinsurance; [OR]
Oa lauau 7 ) (B) playing an amusement device that
2 (i) confers only an immediate right of replay not
23 exchangeable for something of value other than the privilege
24 of immediate replay; and
5 (i1) does not contain a method or device by which
2 the privilege of immediate replay may becancelled or re-
27 voked;
28 (C) an activity authorized by the commissioner of
2 commerce and economic development under AS 05.15; or

«»
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(D) using a video gaming device regulated under
AS 05.45;
* Sec. 9. AS 11.66.280(3) is amended to read:

(3) "gambling device" means any device, machine, parapher-
nalia, or equipment that is used or usahle in the playing phases of
unlawful gambling, whether it consists of gambling between persons or

WNOChOu * gambling by a person involving the playing of a machine; "gambling

\ Z—'IHSQI device" does not include

A~ oD -

r (A) lottery tickets, policy slips, or oth
10 in the playing phases of lottery or policy schemes; [OR]

|1 (B) an amusement device as described in (2)(B) of this

12 section; or

13 (C) a video gaming device regulated under AS 05.45;

14 * Sec. 10. AS 11.81.900(b) is amended by adding a new paragraph to

read:

Cfldu (fehV U 0 H (58) "video gaming device" has the meaning given in AS 05.-

17 45.900.

18 *Sec. 11 AS 18.65.080 is amended by adding a new subsection to read:
(b)The Department of Public Safety shall investigate and  ascer-
tain whether a person appointed by the governor to serve as amember
of the Alaska Gaming Commission has been convicted of a crime set out

22 in AS 05.45.010(c). . n. 1% JSa,

23 * Sec. 12 A :00 is amended by adding a new paragraph to read:
24 (51) AS29.35.085 (video gaming devices)

5 *Sec. 13 AS29.35 is amended by adding a new section to read:

2 Sec. 29.35.085. VIDEO GAMING DEVICES. (a) A municipality may

mum*, maJ-(prohlbit the installation and operation of video gaming devices within

Ir" the municipality by ordinance.

29 (b) Except as provided by (&) of this section, a municipality
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1 may not license or regulate video gaming devices.

2 (c) This section applies to home rule and general law municipal-

3 ities.

4 * Sec. 14. AS 29745.650(f) is amended to read:

5 (f) This subsection applies to home rule and general law munic-

6 ipalities. A‘bc/roughyptay not levy and collect a sales tax on

7 (1) a purchase made with

8 | (A) [(1)] food coupons, food stamps, or other type of
/V\IJLWS> certificate issued under 7 U.S.C. 2011 - 2025 (Food Stamp Act);

(B)[OR (2)] food instruments, food vouchers, or
other type of certificate issued under 42 U.S.C. 178 (Special
Supplemental Food Programfor Women, Infants, and Children); or

(2) transactions involving video gaming devices. [THIS
SUBSECTION APPLIES TO HOME RULE AND GENERAL LAW MUNICIPALITIES.]
* Sec. 15 AS 29.45.700(d) is amended to read:
(d) This subsection applies to home rule and general law munic-
ipalities. A/Eityythat levies and collects sales and use taxes under
(@) of this section may not levy and collect a sales tax on
(1) a purchase made with
(A) [(1)] food coupons, food stamps, or other types of
certificates issued under 7 U.S.C. 2011 -2025 (Food Stamp Act);
(B)  [OR (2)] food instruments, food vouchers, or other
type of certificate issued under 42 U.S.C. 1786  (Special  Supple-
mental Food Program for Women, Infants, and Children); or
(2) transactions involvItiK video gaminR devices. [THIS
SUBSECTION APPLIES TO HOME RULE AND GENERAL LAW MUNICIPALITIES.]
* Sec. 16 AS*29?/1(J800 is amended by adding a new paragraph to read:
(26) "video gaming device" has the meaning given in AS 05.-

BEBNBHRBRSRRBEBEBBRIBEEREBRRESB

45.900.
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1 " Sec. 17. As"’é\ﬂié‘lzed‘({)”?sf amended by adding a new paragraph to
2 read:
3 (21) employees od>the Alaska Gaming Commission,

*Sec. U. A S A fe T , amended by adding a new paragraph to
read:

R

(50) Alaska Gaming Commission (AS 05.45.010).
* Sec. 19, AS 43.35.010(a) is amended toread:
(a) A person who maintains for use or permits the use on premi-
ses under the person's control of acoin-operated device class 1,
class 2, or class 3shall 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 X
other than a video gaming 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 under AS 05.-
45,010 - 05.45.900.
* Sec. 2l 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

o N o o1

BEBNSBSBHRBRRRNEBEBEBE B G
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TAXED ACCORDING TO THE RATE APPLICABLE TO SLOT MACHINES] if the
device or apparatus itself delivers cash directly to the person
playing or operating it;
(B) does not include a video gaming device;
* Sec. 22 AS 4335.090 is amended by adding a new paragraph to read:
(5) "video gaming device" has the meaning given in AS 05.-
45900,

*~bec", 231 58 44 62.330(a) is amended by adding a newparagraph  to
read: (XdyAui, pvTioLoLoxAd O Ld:

(55) Alaska Gaming Commission (AS 05.45.010).

* Sec. 24 INITIAL COMMISSION APPOINTMENTS.  The governor  shall make
the initial appointment of members of the Alaska Gaming Commission within
120 days after the effective date of this Act.

* Sec. 25 This Act takes effect July 1, 1990
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SSSB 263

This bill would provide 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 of premises 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 legislative 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 under AS 04.11.110;
4. a common carrier dispensary license under AS 04.11.180; or
.5. apub licenseunder AS 04.11.220.

The bill would permit a maximum of20 devices per premises. For the purposes
of this fiscal note, an average of five machines per licensed premises was u”"d
for the revenue projection.
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Personal Service Costa

location  Position, Range/Step  and Benefits
Juneau Executive Director 24A 573.2
Juneau Revenue Auditor 11l 18A 550.3
Juneau Tax Examiner Il 12A $35.0
Juneau Investigator 111 18A 550.3
Juneau Clerk Typist HI 8A >28.6
Anchorage Revenue Auditor EU 18A 550.3
Anchorage Investigator 11l 18A 550.3
Fairbanks Investigator Il 18A $56.9

Total Personal Services

Travel Coats

Staff-Perform inspections, audits,
investigations, regulation hearings

Commission -travel and per diem

Total Travel

For Testing of Devices

For Routine Inspections (RSA with ABC Board)

For Hearing Officer Services

For General Contractual (phones, photocopiers,

postage, printing, etc.)
For Lease Space
For StaffTraining
Total Contractual

Supplies (miscellaneous office supplies - start-up):
Equipment:

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

$9.9x6 staff
$7.7x2 staff

Wang Laser Printer
Equipment Total
TOTAL OPERATING

*This represents a one-time expenditure.

6409D/3690a 3

$20.0

$16.3

A AP
N =
g o
o ulo

n PP
o NN
o oo

$59.4
$15.4
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REVENUE PROJECTION

This projection is based on the average of only five video gaming devices licensed in
each premises. SSSB 263 would allow up to 20 devices per licensed premises.
Under AS 43.35.210, approximately 935 premises could be licensed. In 1987 the
State of Montana implemented "Video Draw Police Machine Law of 1985," which is
similar in content to SSSB 263. Our revenue projection for this bill is based on an
assumed annual gross profit per device of $9,300, which was Montana § 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 § enactment. Montana 3 tax rate is 15%, the
same as in SSSB 263.

TAX REVENUES

15% Tax on Gross Receipts

Appprox. number & licensed premises 935
Est. total average devices per premise 5
Total estimated number ofgaming

devices (b x 935) 4,075
Projected gross profit per device $ 9,300
Total gross profits (tax base;

4,675 x $9,300) $43,477,500

15% TAX REVENUE (.15x $43,477,500) $ 6,521,625

$200 Per-Device T ax

Total estimated gaming devices 4,675 \ = (&1 0 A\A
Annual licensing fee $ 200
Total gaming device license fees (4,675 x $200) $ 935,000
TOTAL ESTIMATED TAXREVENUE Q $7.456.652
LICENSING FEE REVENUE
Hi unise Operator's-License.
Licensed Premise 935
Annual license fee $ 100
Total operator 3 license fee $ 9,350
Distributor. Licenses
Est. number ofdistributors fee 15
Distributor License Fee $ 1,000
Distributor Hcense revenue $15,000
TOTAL LICENSING REVENUE $ 2L3iifl

TOTAL ESTIMATED REVENUE
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Pat,

Here"s the ferry gambling fiscal note (SB 146).

SB 146 has Dept. Revenue licensing vessels to operate gaming
devices, which can be placed anywhere on the ferry where
persons under age 21 aren"t allowed, and Dept. Transportation
depositing gaming receipts in a separate account in the

general fund.

This is very different from your bill, which has the Gaming
Commission licensing holders of liquor licenses to operate
gaming devices, which can be placed only in bars. The Fferry's
liquor license is issued to the State, which means DOT would
be paying the Gaming Commission $200 per machine, 15% of net
income, etc., and depositing the balance of the machine

income in the general fund.

Would i1t require special wording in your bill to short circuit
this? You“"re right that DOT "had it all worked out last
year', but the wording of your bill is much more specific than
the bill they were working from last year.

Sandra
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