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Minutes: 13 members present, 1 member absent (Rep. Zaiser).

Representative Maragos: We will open the hearing on HB 1509.

Rep. Jim Kasper:  [have a three ring binder for each committee member, which is going to
give you a lot of technical information and legal facts that is not germane at this time in the
presentation, but will be referring to some federal statutes and some problems in federal law
pertaining to my bill and have given you the background for your review once my presentation is
completed. This bill is based on the movie, “Field of Dream”. The movie was about a farmer in
Towa, where someone hoped to have baseball players come to Iowa if he built a baseball field in
the cornfield. This bill is a field of dreams bill because I am suggesting that we pass legislation,
which is enabling legislation, and if we pass it, they might come. That is the hope of this bill. It
is an economic development bill, as I will explain as I go through my testimony. It is a bill that

will look to bring companies currently that are not in the US into ND. We spend a lot of our

time in this legislative body, working on economic development, where we try to bring new
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companies to ND, how can we give incentives out of the dollars of our state coffers to build
businesses. Some come and some succeed. We try to help businesses in our state, to help them
expand their business opportunity. We struggle with revenue, we struggle with jobs, we struggle
with opportunities for our people. HB 1549 (believe it should have been 1509 that Rep. Kasper
was referring to) has the potential, in my opinion, to generate $500 million dollars of new
revenue per year to the state of ND. I grew up in Beulah, and on Sundays, we would go to
Stanton (in the ‘50s). We sat around the table and played poker. We played for nickels, dimes
and quarters. The idea was that we could play with the big boys and if we made any money, we
got to keep the money, and when we ran out the $5, we were out of the game. So my interest in
the game of poker goes back to when I was a kid. I enjoyed the game, the challenge, the skill
involved in that game. 1hadn’t played poker for 20-25 years, when two years ago I was watching
TV and saw something about the Internet and the game of Texas Hold ‘Em, where an individual
named Chris Moneymaker, was playing in the world series of poker, he won the event. There
were 800-900 players in the game. He qualified for this world series of poker on the Internet. It
cost him a total of $40 to qualify for this big event that he won $2.5 million dollars, because of
his skill to qualify. Isaid to myself, that looks like an interesting game. We have a lake home in
Minnesota, they have an Indian casino. I walked into the casino and they had a poker room. 1
tried my hand at the game. 1didn’t do very well to begin with, it’s a very skillful game. The
chance in the game is the cards that are dealt to you, and the cards that are turned over. But the
skill in the game, is what you do with what you're given. That determines whether you win or
lose, or break even. Ibegan to play in those events and they would have tournaments every

weekend. A registration fee of $20 for the tournament was required and you would be able to
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participate in the tournament. You would receive chips and the idea is to win all the chips. The
number of players varies during each tournament. When your chips are gone, you’re out of the
tournament. Entry fees range from free to $5 or up to the World Series poker, which is a $10,000
buyin. In reading the magazine, “Card Player”, that you can play on the Internet. 1began to
look at these sites. Under current law, in the US back in 1961, the federal govemrﬂent passed the
Federal Wire Act. The Federal Wire Act says that it is illegal to gamble over the wire. In 1961,
it was the telephone. The idea was that they wanted to stop money laundering and illegal betting
on the horses, dogs, etc. Since that period of time, as the Internet came on board in the early ‘90s
and the interactive opportunity to play games of skill and chance on the Internet, the companies
that began to host these Internet, live poker sites, decided to go offshore. The reason they went
offshore, 1) they were fearful of the wire act, that the federal government or the FTC or FCC
could attempt to say that this illegal gaming; 2) that no state in the United States has passed
enabling legislation to license and regulate Intemet like action poker sites. HB 1509 will license
and regulate Internet poker sites, if they locate to the state of ND. Why is that important to our
state. Why would the companies want to come, if we pass it they may come. The biggest fear
the Internet poker site has, is that the players who are on that live action site will think or feel that
their computer program is fixed, or not legal, or set up so that money is going to be scammed or
stolen from the players. If people don’t play on your poker site, no revenues will flow to the
poker site itself. The players have the biggest concern also, that if we play for fun and you can
play for play money, chips, or dollar amounts, is am [ getting a fair and honest computer program
on this poker site. These poker sites number between 200-300. All are located offshore, some

are located in the Ontario Canadian wilderness, in the Indian reservation, the Manatowak Indian
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Reservation, which is where they have a safe haven for them to have the sites. The'poker sites
want to be licensed and regulated in the US. They have tried over the last 6-7 years to get state
legislators to pass enabling legislation, and have been unsuccessful. I visited with a couple of
owners of the poker sites and asked them what it would take for them to locate to ND. They said
1) they want fair taxation, which is quite fair in the bill; 2) need broad band Internet access, the
state of ND is one of the best wired states in the US, with our capacity; and 3) they want
oversight and regulation, so that they can promote to the rest of the world that they are licensed
and regulated under the state of ND and the Attorney General has the authority over our site. So
they and their players can rest assured that there is an honest game going on. We would license
and regulate these poker sites, if they come to our state.

(A live demonstration was given on the Internet, the site was partypoker.com).

On this site, there are 3,517 tables active on this site. There are 26,835 players playing right now.
You multiply this by 200-300 sites, you can see the magnitude of the number of players that are
playing this game. It is estimated that between 50-75 million people in the US are playing
Internet poker at some point in time during the week. If I wanted to play this game, [ would click
on seat open and you would see the stakes on this game. It is $5 to buy in and §1 entry fee. The
house takes the $1 entry fee. So on this game of poker, the house will take $10 and the players’
pool is $50. The players will divide the $5. First place will earn $25, 2nd place, $15, 3rd place,
$10 and the other seven lose their $5 plus their $1. Everyone starts out with chips. Everyone
starts out with $800 in chips, play money. The idea is that at the end of the game you want

$8,000 worth of chips, and you win the game. The cards are being dealt and they are hidden.
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These players can be from all over the world. At the end a couple of people will be standing.
The game will be over when the last person wins all the chips.
Representative Meyer:  Are you currently playing,
Rep. Jim Kasper:  No, if I were playing, you would see my screen name at a chair, and my
two cards would appear on the screen. You see your cards only. The only time you see any other
cards, is when there is a showdown. (presentation finished). I would like to explain the bill.
The first thing is relating to the licensing and regulating of Internet live action poker, and
wanting these entities to come to our state. Section 1, this is out of the Constitution. Thereis a
definition of gambling, which is found on page 1, line 8-11 of the bill. I submit to you the
demonstration that we just saw, if you were playing, do you think you had control over what was
going on. I think you would have to agree you did. You have control over the site, the table, the
wager, whether you call the bet or fold, whether or not you continued on to the end of the hand.
You contrast that to the typical slot machine gaming. You sit down in front of a slot machine
and put in a nickel, dime or quarter, press the button; how much control do we have over a slot
machine. We have none, no control. Isubmit that poker is much different than the typical
gambling. You contrast that to horse or dog racing. We have no knowledge of the outcome of
that event unless they are fixed. Of course, who knows whether they are or not. In poker, when
you are making your own decisions, you have the right to play or not, call, hold, whatever. When
you look at (a) on line 11, gambling does not include, on line 13, lawful contests of skill,
including Internet live poker. I'm redefining poker. I’m stating in the bill that this is no longer
gambling under ND Constitution. I met with the AG and he has a little heartburn 0§er that

statement. I’d like to keep that statement in the bill; however, because I do have a companion
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Concurrent Resolution that would require a vote of the people in 2006 to amend our Constitution
to allow Internet live poker. I'm covering both sides of the net. I submit that we redefine
Internet live poker, as not gambling, but a game of skill. I’ve got information in the handout that
you can peruse at your leisure. Section 2, we’re talking about adjusted gross proceeds, and why
that is important. Because the means of revenue to the state of ND, comes from how we tax
these poker entities. They would come to our state, they would locate here, their employees
would be here, the site would be located here, and of course, we license and regulate them, and
we will tax them for that. We talk about adjusted gross proceeds, on the top of page 2, under
Internet live poker, we define what that is. You saw what the game is. We do enable poker
games, such as Texas Hold ‘Em on line 5, ete. to be played on the site. We’re restricting it to
poker games only. Number 3, line 8, “licensed Internet live poker establishment” will mean
premises licensed by the AG, pursuant to this chapter, to conduct games of Internet live poker.
On line 10, Internet live poker authorized: they are authorized and may be operated by a licensed
Internet live poker establishment in accordance with the chapter. The AG shall license and
regulate the playing Internet live poker at licensed Internet live poker establishments in the state.
There can’t be any games played, that they are going to locate their servers in California and try
to take advantage of ND law. We want them to be here, we want the jobs created in our state
because of it. Going to line 15 and 16, the tax. First of all, when visiting with the AG and trying
to soften the fiscal note. Isaw a fiscal note dated 1/18. [ hope there is a different one, because I
don’t believe that this is going to cost the state or the AG anything unless the people come, and if

they come, we are going to make a lot of money, as I'll show you in the numbers. On line 16, I

say the AG may contract with a private entity for the development and implementation of a
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program for the licensing and regulation of Internet poker. The AG has the choice, they do it
inside their own office, or if the poker sites wish to come to our state, they can contract with
another entity to provide the oversight, the licensing, regulation and checking of these
establishments. It is up to the AG. There would be no money spent unless these poker sites start
coming. If they come, there is going to be a lot of revenue generated. So if the fiscal note is
$900,000, I submit to you the millions that will come to our state because of this industry
locating to our state, is way over and above the cost it is to implement this law. You can see that
in going down to line 18, the program must include a license fee for each player that operates an
Internet live poker site, and an annual licensing fee of $10 for each player who plays Internet live
poker at a site. With 200-300 Internet poker sites that are out there offshore. Let’s say 200 of
them came to our state. The revenue stream, as you can see down from line 22-30, I think would
average between $150-250,000/year per poker site that comes to our state. Let’s say $200,000
times 200 is $40 million dollars. A fiscal note of $900,000 compared to $40 million, I'll take the
$40 million. That’s not where the big money comes in. The poker players that are on the
Internet, are fearful that the program would be fixed and illegitimate. With our oversight, we
eliminate that. Because we provide the players of the US, and of the world, that guarantee, my
bill would require a $10 licensing fee per player per year, collected by the poker sites. As you
saw when I logged in, if T were to open a money account with that poker site, I wouid deposit into
that poker site the funds I wished. Let’s say I deposited some funds into my account. On that
initial deposit, the live poker site would extract $10 and they would verify that the person is of
legal age to play (I suggest 18). The site would take the $10 out and deposit it with the general

fund. With 50 million players x $10 licensing fee per year, is $500 million dollars of licensing
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fees per year. Now why would a player pay $10, because they are being assured that the program
is legitimate and they aren’t going to be scammed by these poker sites. How much economic
development money and how many businesses do we have to bring to ND to create an additional
stream of revenue to the state of ND of héllf a billion dollars per year. Our whole budget in
general fund revenues is about $1.2 billion, per biennium of state dollars. This could potentially
match the whole revenue stream that our state collects right now. There is no state in the US that
has stepped forward and no legislature that has the courage to enact enabling legislation, if we
build it, they might come. If they come, the potential revenue stream to the people of our state is
dramatic. If you look at lines 23-30, I added those percentages up. I wanted to make the tax on
the poker sites very fair. Line 24, the tax proposed in the bill, would be 8% of the first million
dollars, $80,000; 6% of the second million, that’s $60,000; 4% on the third million, that’s
$40,000; 2% on the next five million, that’s $100,000; and /2 % on the next fifty million, that’s
$250,000; and Y% of 1% of all the revenues in excess of $58 million dollars. If that were $158
million, that would equal a tax on this poker site alone of $780,000/yr to the state of ND on the
regulation, plus the licensing fee that we collect from the people who play. The poker site that
was demonstrated earlier, partypoker.com, is the largest site that we know of. It’s estimated by
good authority, that the site takes in about $100,000-200,000 per hour in gross revenues. Ifit
were $100,000 per hour, that’s $2.4 million per day, and if it’s $2 million x 365, that $780
million dollars of gross proceeds in that one poker site per year. If they had the licensing and the
regulation of the state of ND, and a full faith and credit that we are making sure that their games

are honest. If they are making $700 million a year, would they have any trouble paying a

$780,000 tax. In talking to these sites, that would be nominal to them. That wouldn’t cause any




Page 9

House Judiciary Committee
Bill/Resolution Number HB 1509
Hearing Date 2/1/05

problems whatsoever. If you turn to page 3, line 5, Internet live poker proceeds fund. Iwanted
to be sure, in this bill, that the revenues that we derive for the state of ND go back to the people
of our state to a vast majority. My intent of this legislation, is not to have the state legislature
receive $500-600 million a year and for us to try to spend the money. I want to benefit the
people of our state the most possibie. We put in the bill on line 9, an annual transfer to the
counties for direct property tax relief. What number 1 says that 60% of the gross proceeds that
come into the state of ND, will go to the political subdivisions to directly offset and reduce the
property taxes of the people of ND. In visiting with LC, the wording in here is such that when
the money comes to the counties, the mill levies must be reduced by the dollars they receive from
this bill. So everybody in the state of ND who pay property taxes, whether you are a farmer or
whether you are an individual home owner or apartment owner that has property taxes, will
receive property tax relief proportionate to the dollar amounts that come back to your county,
60%. In my example of a half a billion dollars, that would be $300 million per year, $600
million per biennium going back to the counties. Number 2, line 16, annual transfers to the
common schools trust fund. As we all know as legislators, we are concerned aboutl educating the
kids of our state. We’re also concerned about the local taxes that have to be raised and so we’re
trying to figure out where we can get some revenue to help pay for that education. There are
some creative things coming up before this legislative body, that we will address as time goes on
this session. What I put in the bill, is 20% of the revenue, or in this example, a $100 million
would go back to the education trust fund to help fund education for the people of our state. The

last 20% comes to the general fund and we as legislators then would have the opportunity to

determine where those funds go and how they’re spent. I'm certain that we would use those
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funds wisely. That is basically the overview of the bill. There were a number of items as I was
going through the draft of the bill, that I forgot to include. There are some amendments for your
consideration. There is an additional amendment I would like to offer, that is, I would like to add
an amendment in the bill that would establish an advisory committee to the AG, that the AG
would appoint an advisory committee (like the lottery advisory committee). The same concept,
so that we have some public input to what goes on as this moves forward, as well as the input
from our AG and his staff. On the amendment ] am passing out, we’re adding a couple of items
for your consideration. The first area that the AG pointed out to me, is that we need a penalty
clause, in the event people violate our laws. We put a penalty clause in there for the people who
operate these Internet live poker sites, if they violate the law, they’re guilty of a class C felony.
We want the AG to have the power and authority that his office needs to prosecute ény Internet
establishments that break our law. For an individual playing the game, if they are not licensed,
they would be guilty of a class B misdemeanor. So we don’t want to make that quite so onerous
on the individual, but we do want a penalty in there as well. The third item is the Intemet live
poker records-confidential. I think you can understand that the records that the livel poker sites
have should not be open, should not be subject to the open records law of the state of ND. That’s
their propriety list, it would be open the AG but not on the open records. The last amendment,
section 3, which after visiting with the AG’s office, I agreed to put in there, “This act becomes
effective on the date the secretary of state certifies to the legislative council that HCR 3035, as
adopted by the 59th legislative session, has been approved by the voters. HCR 3035 simply

requires that this will go to the vote of the people in June, 2006 because it would amend the state
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constitution to allow Internet live poker establishments to come to our state, be licensed and
regulated by the state of ND.

Representative Delmore: If I understand what you are trying to do with this bill, we would
create a whole, new group of poker casinos. It is interesting to see that you’ve included as a part
of Section 1 of the bill, when is gambling not gambling. It’s hard for me to look at this bill and
say this really isn’t gambling.

Rep. Jim Kasper:  The bill does not provide for any casinos. These poker sites are actually
computer programs. So they are hardware and software. They would probably fit in a small
space. I have never seen them, because they are offshore. Nobody would be able to go to the
establishments in ND and physically sit down and play. The only way they could play this game,
is on the Internet, live action just as my demonstration showed. There’s no physical building, it’s
a site located just like any other computer site.

Representative Maragos:  Are North Dakotans that go on the Internet, and play live, Internet
poker, are they breaking ND law.

Rep. Jim Kasper:  That was a question asked by myself and cosponsors of the bill, of the
AG’s office, and we were told that the answer is no. The players themselves are not violating
law, the potential is that the poker sites could be breaking the law, where they are located. That’s
the reason that they are currently located offshore. The inteﬁt of my bill to 1) authorize and
enable, and 2) to pass a Constitutional amendment, is to say that we’ve now passed a law in ND
that will license and regulate you under ND law. If you read the case histories on the material I'll
hand out to you, you will see that legal scholars agree with that position. Under the Constitution,

we have state rights in order to regulate and license gambling or any type of game of chance that
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we so desire in our law. There’s constitutional law history that shows that to be the state right
opportunity. Just like we enable the Indian casinos right now under state law. This would be the
same concept.

Representative Maragos:  Will we be in conflict, with federal law, if the resolution were
passed and the citizens changed our constitution. Has that been determined.

Rep. Jim Kasper:  No, there has been no state that has passed legistation like this to challenge
the federa! law; because again, the stretch of the wire act, passed in 1961, the federal
government, in some of the areas are trying to say that this applies to the Internet, legal scholars
have reviewed the intent of the law, read the testimony back in 1961, and have said that this
doesn’t apply to the Internet. They would love a state to challenge it. So we would, potentially,
be challenged by the federal government, although the legal decisions and the legal expertise that
I’ve read, which you will have copies of, does not think that will occur.

Representative Klemin: We’ve got the federal law, even if we did all this stuff, due to the
supremacy clause, the federal government would say, sorry it still violates federal law, and we
would have to have the challenge you are talking about, which would entail some sort of lawsuit,
which potentially could go all the way to the US Supreme Court and take quite a few more years
to accomplish. It would also cost a lot of money to litigate too. Is that what we’re really looking
at.

Rep. Jim Kasper: Idon’t know. ButIdon’t think so. Again, after the information I have in
here is passed out to you and you have had a chance to read some of the legal scholars’
interpretations and comments, I think you would have a better idea of where you feel you are at,

on that. Let’s assume that occurred. That we were challenged and we went to the Supreme
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Court and we won. What benefit do we derive from that challenge and that winning in the
supreme court based upon the concept of the bill and the numbers I am talking about. I would
suggest that it would be a challenge and a battle that we might wish to engage in as a state.
Representative Klemin: Have you discussed or asked for our own AG’s opinion, as to
whether this proposal would violate federal law.

Rep. Jim Kasper: I've been in contact with AG Stenehjem and his staff. They are not going

to be here speaking on behalf of the bill, but I don’t think they are fearful of the bill, but I don’t
want to put words in their mouth. That would be something that I think the committee, may wish
to ask the AG’s representatives. I think they are comfortable. I got no negative feedback from
them when we met with one of their staff attorneys a number of weeks ago. I think that would be
worthwhile investigating with the staff and maybe the AG. 1 do want to say on the record, that I
have met with Governor, and briefed the Governor and his office on this bill, and his question
was also, does the AG give his blessing. [ said that, at this time, he has not given his curse, so |
think it’s something that possibly bears further digging.

Representative Meyer: If you could explain to me, if they’re offshore now, and not paying any
tax, why would they come to ND and pay tax. 1don’t understand.

Rep. Jim Kasper:  That’s a good question. They are offshore because of their fear of the wire
act. Their fear is that if they were located someplace in the US, in any of the 50 stafes, without
legislation like [ am proposing, that they fear that they might have a problem with the federal
wire act and could be prosecuted under felony. That is why in the writings of this magazine, a

guru of the poker world, is this magazine called cardplayer.com. It comes out every two weeks.

There are articles in there about the psychology of the game, what’s going on, how they’re
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winning or losing, how you should play your hands, and legal opinions in there. Professor
Nelson Rose, is considered one of the gurus of poker, and gambling in general. He has some
very interesting articles, and part of my handouts to you will be a part of his articles that talk
about this issue.

Representative Koppelman:  You just said poker, or gambling in general. That leads me
back to section 1 of the bill. By redefining lawful contests of skills to include Internet live poker,
do you feel that that opens a doorway or gateway to others coming in and saying that Internet live
poker is not gambling but is a contest of skill, certainly other kinds of poker are as well, and
therefore we want to have that in ND.

Rep. Jim Kasper: [ think the next bill you are going to hear will relate to that in some way. 1
was very careful to put in the words, Internet live poker, to try and narrow it, as narrow as
possible. My intent is not to define, or not define, live action poker. My intent is to say Internet
live poker. Now where we go with that, as far as a challenge, I can’t say. Currently, under ND
law, it’s not illegal to play poker. As a matter of fact, each of us can play poker in our own
homes and there are certain restrictions on that, and T have that in the ND Constitution handout.
Representative Koppelman:  The hypothetical court challenge that could ensue over the wire
act you referred to, even if all your hopes were realized and we ended up being scot free in
enacting something like this, and let’s say it took a legal challenge to settle that. What would
prevent other states, or don’t you think that other states would immediately, after wé have paid
the bill, so to speak and plowed the ground, immediately jump on the bandwagon and say some

and play in Las Vegas, come and play in Atlantic City, come and play in Miami and then we’d

lose all benefits that you hoped to gain.
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Rep. Jim Kasper:  That’s a great observation. That’s why I would have passed the bill right
away, so that we’re the first state. There’s nothing to prevent the other states, but let’s face it,
legislation, particularly when you get into the area of perceived gambling, is a difficult area of the
law. There have been other states where legislators in the past 8 or 10 years have looked at
bringing forth something like this, but have not been able to get it through their legislative body.
So, again, I think if we are the first out of the chute, we have the best opportunity; and with our
workforce and work ethic, our broad band width capability on the Internet, and the fact that we
have a very friendly tax climate in here, a lot of these sites would favor our tax structure. In
response to Representative Meyer’s question about the taxation. The areas where the sites are
located, are taxed there in the locations and I think they are more onerous than the tax schedule |
put in here. I've heard something like a flat 8%, we are only doing 8% of the first million
dollars, graduated way down. Our tax climate would be very exciting. The thing that makes my
bill unique, where some of the areas may not have thought about, is the $10 licensing fee per
player. That’s where the bulk of the revenue will come. As a player, I can say for all the games
’ve played on the Internet, with the play chips, I would be very happy to pay a $10 '1icensing fee
if I wanted to play with real money, so that I could be sure that the poker site was legitimate.
Representative Boehning: I’ve got a two part question. How many jobs will it create, and
where would the jobs be created at.

Rep. Jim Kasper:  Each one of these poker sites has computer programmers, thgy generally
have a 24/7 call area, where people can call if their computer program gets messed up or

something didn’t work right, you can call in 24/7. They need management people. Ican’t say

how many people specifically. Iwould suggest 15, 20, 30, 40 potential jobs. That’s a guess.
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Don’t take that on authority. There’s a number of jobs; what they’re looking for is good
computer programmers, and management style people, and customer service people.

Representative Boehning: Would this job, they could basically be located any place within the

state of ND, correct, like in small rural communities, more likely create good paying jobs, to use

our local college graduates and computer programmers.

Rep. Jim Kasper:  That’s an excellent observation. Our rural areas, we have people who
want to work. We’ve seen that from the economic development opportunities we’ve tried to
bring to rural ND. Customer service people, where can you find better customer service people
than in the small towns of our state. Because it doesn’t really matter where the site is located in
ND, as long as you have the workforce, the right tax climate, and the enabling legislation.
Representative Delmore: I share some of the questions about whether we would need federal
legislation to do this, but it certainly is an idea that you’re bringing forward that is outside the
realm. How much are people paid now. When you went into your game, I didn’t see you enter
any credit card or money. How much are people paying now as they go into the Internet in these
offshore sites.

Rep. Jim Kasper:  As far as paying, when you go into the site, you register and get a pin

number, and you have the security there. Then there is a place, if you want to deposit funds into
your own account, you can do so. All of these dollars that are being deposited into these bank
accounts by these poker Internet sites, have to be deposited some place. Again, the fear is that
this money will be taken away from the players. What better place to have the dollars deposited,
than in the Bank of ND, guaranteed by the state of ND. When you open up your account, you

choose if you want to deposit any money or you just wish to play for play money. If you deposit
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dollar amounts, you pick $10, $50, $100, whatever you so desire, and it goes into your account,
and it’s a separate, segregated fund that is accounted for by that poker site.

Representative Delmore: If I am reading this bill correctly, I would need to pay my $10 if 1
did that according to this bill.

Rep. Jim Kasper:  Yes, that’s right if you play for real money, then you would be licensed
and regulated under our statute and then the first $10 comes out to pay for the licensing fee. That
gets deposited into the state of ND account.

Representative Delmore: What do you think this will do to our Indian casinos and to our
charitable gaming if this become law. How would this affect some of our other industries that
are already in place in the state.

Rep. Jim Kasper:  [don’t believe it will affect it a bit, because it is already going on. This is
not something new. These poker sites are there, 50-75 million people in the United States are
playing as we sit here today. This is a relocation of where the poker site is, the licensing and
regulating of the poker site, and a potential for the state of ND and our citizens to benefit
dramatically. Tt’s not an expansion of gambling. They are doing it anyway. So why should we,
as the state of ND, not build a field, dream a little bit and let them come.

Representative Charging: There are a couple of laws, more than just the wire act you
described. There is another big law out there in the federal system, called the Indian Gaming
Regulatory Act, which is another hurdle you are going to have to overcome.

Rep. Jim Kasper:  Whatever the hurdles are, we will work on them. I can’t say that I've
looked at ail the federal hurdles, but in the reading I’ve done, it’s clear to me that the federal

government cannot prohibit any state from enacting gaming and gambling legislation, just as the
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state of Nevada has done, where they have private and public casinos and Indian casinos. I don’t
think that would be a major hurdle. Ifit is, we would need to look at it, but I don’t suspect it
would be.

Representative Charging: Currently that law offers a gaming compact between the tribes and
the state, under which specific kinds of games can be played. I would see this as a potential
threat to those.

Rep. Jim Kasper:  Again, let me make it clear, we’re not expanding poker at all. It’s already
happening. People are playing on these sites as we speak. So if it’s a threat to the Indian casinos
now, when they’re offshore, it’s a threat if they come to ND. That threat doesn’t change. A lot
of experts would say that the more people play on the Internet, the more familiar they become
with the game, the more they are likely to play in the Indian casinos, with the live action poker
games. You can get bored after a while playing on the computer, but it is more exciting to play
in the live action poker tournaments, where you are face to face with people. It’s rﬂore fun. I
don’t see it as a threat, I see it as a potential enhancement.

Representative Charging: In section 1, under the NDCC, you talk about gambling and then in

a) you listed it as a contest of skill.

Rep. Jim Kasper:  What I have said, if you look at the bill, on line 11, gambling does not
include: going on to lines 12 and 13, lawful contests of skill, including Internet live poker. So I
state in the bill that Internet live poker is a game of skill, not gambling. Again, to cover the other
side of the coin, if that would not be so under the state constitution, that’s why we are going to
HCR to ask for a constitutional amendment to allow it to happen. I believe that poker is much

more a game of skill, than it is a game of chance or gambling. I understand that the medium that
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you play in a poker game, if you’re playing for money, is money. But you could play for chips,
you could play for toothpicks. You can play for whatever you wish. The skill involved, in
reading your cards, and reading the players you play against, and making decisions you make, is a
whole lot more skillful and much different than sticking a quarter in a slot machine and pressing
the button, and hoping you might win something.

Representative Delmore: The fiscal note with the bill, how much will this hurdle cost us, even
to take it before the voters without really knowing whether it is constitutional or federally
approved.

Rep. Jim Kasper: Idon’t have the answer to that question. We would probably have to ask
the AG or the Secretary of State. I don’t know if it is onerous to print one more line on the
ballot, It may have an extra bit of paper on the ballot, but again I suggest this, and I hope the
committee will keep your eye on the fact that there is a potential here for 2 huge windfall for ND,
the fact that we would be the first state, that we would be blazing new territory. But think in
terms of what happens if this would happen. What type of positive impact would the state of ND
occur for the millions and millions of dollars of revenue that come to our state to help reduce our
taxes and fund our education programs. It’s an opportunity I think, there’s a window here.
There’s one state that’s going to step forward and do this. I suggest ND ought to be the first
state.

Representative Maragos:  If an Internet provider, if all things came into place as you had

envisioned, came to ND and we taxed his revenue, would they lose part of their revenue to us
that they are currently making now by not being in the US, or are they being taxed by the

localities where they are currently located offshore, so it’s not really important to them from a
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taxing standpoint, whether they are located offshore or within the continental United States. The
only thing that’s important to them is that they’d like to be able to provide their Internet service
on US soil. Can you elaborate for me.

Rep. Jim Kasper:  In the reading I've done, and in talking to a couple of the Internet site
owners themselves, they are being taxed offshore, and in some cases the taxes are not to their
liking, but it’s the only choice that they have is to be offshore, because no state has passed
legislation like this. The word I got from them, is if you have a fair tax climate, that will not be
an impediment, and the research I’ve done I’ve seen a flat 8% tax up to 30 or 40% tax. I think
the tax structure in the bill, would be a very friendly situation compared to the situation they are
now in. I think it would be a reason for them to come to ND, as opposed to stay away.
Chairman DeKrey: Thank you. Further testimony in support.

Rep. Ron Iverson: I wanted to address two issues that were brought up during Rep. Kasper’s
testimony, regarding Representative Koppelman’s comment that would other states do this after
we got it passed. I think that would happen. The thing is that the businesses would be already
starting to set up here in ND, and they would go to the place that has the best tax policy regarding
this. The second point is the money laundering issue. There is a huge issue with money
laundering with these sites. If they were to locate here, that would stop. Also, the legitimacy of
the game, that would be the key factor for the people wanting to register and come to these sites
to play. I want to add my full support to this legislation.

Chairman DeKrey: Thank you. Further testimony in support.

Rep. Mark Dosch: I want to commend Rep. Kasper for bringing this legislation forward. We

are always talking about doing something different. We talk about looking outside the box. This
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is one of those things. I challenge this committee to think about when the SD legisiaulre did
something absolutely ridiculous, about 15 years ago. They eliminated their usury limits on credit
cards. You talk about anti-consumer thing, when interest rates were 21%, everyone was saying,
what are they doing. They’ve got to be crazy. They took that step, and today SD is the #1 spot
for credit card company processors to locate in. The amount of revenue, the billions that have
come as a result of this simple piece of legislation has made a phenomenal difference in the state
of SD. SD is rated #1 in the nation for the business climate. What SD did, and what the
tremendous impact, positive impact, that had on the state of SD, the world didn’t end, credit card
companies weren’t charging 100% on their credit cards. Ibelieve that for the state of ND, we
need to be strong and take on this challenge and not be afraid to step outside the box.

Chairman DeKrey: Thank you.

Representative Maragos: Under lawful contests of skill, what is a skill and what is chance.
Do you believe that picking stocks in the stock market is skill or chance.

Rep. Jim Kasper: I would suggest that it is both a skill and a chance. The answer would

depend upon the degree of sophistication you, as the picker, has. If you’re in New York working
for one of the big wire houses and have been there your whole career, and look at stocks on a
daily basis and have the opportunity to deal with analysts that analyze stocks, I would say it is
much more skill than chance. If you’re like me sitting here in ND, and I’m trying to buy a
mutual fund and don’t know any of the management people from General Motors or any other
company I might wish to buy, that’s much more of a chance. Then you go to the qﬁestion of
what type of advice and counsel am I going to receive from my choices. It depends upon your

degree of sophistication.
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Representative Maragos: Well, if a person picked a series of outcomes like in football,

would that be a skill or would that be chance if you know that everything is exactly the same for
the other persdn you are competing against.
Rep. Jim Kasper:  First of all, you don’t know that answer, do you. You don’t know if the
circumstances are exactly the same. Does that other person have inside information or not. The
area you are going into is much different than live poker. When you are playing live, Internet
poker with a game where people are on the Internet in live time, you are playing against real
people and you are making real, live instantaneous decisions at that point in time, based upon
those two cards in front of you and the probability of those two cards being the best two cards.
Based on what you’re dealt, you make your first decision, do I want to participate or not. That’s
. your decision. There’s no chance involved in that, you decide whether you will play or not.
Then you keep making decisions along the way, based on facts that are right in front of you at
that point in time. The degree of skill in poker is way beyond the examples you are trying to
use, in my opinion.
Representative Maragos:  You brought up the word, probability. I wonder if you really
understand what probability is.
Rep. Jim Kasper: I would love to yield to your interpretation and be educated.
Representative Kretschmar: Would you have any objection to placing an amendment on HB
1509, that would say it is not effective until HCR 30335 is passed by the people of the state.
Rep. Jim Kasper:  Not at all, that was the intent of the amendments that I passed out. I think
that added that to the bill. HCR 3035 must pass before this could go into effect.

. Chairman DeKrey: Thank you. Further testimony in support of HB 1509.
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Todd Kranda, Charitable Gaming Association of NI: We had a brief meeting with Rep.

Kasper and CGAND does not believe that HB 1509 will have any negative impact upon
charitable gaming activities that are occurring in the state. Internet live poker is already
occurring, it’s out there. Accordingly, CGAND simply supports this legislation.

Representative Kretschmar: Have you had a chance to review any of the federal statutes that
exist, that may have a negative effect on the bill.

Todd Kranda: Ihave not. In my discussions with Rep. Kasper, he’s the one that has
indicated the wire act as a concern and suggested the opportunity that ND has. Ihave not
personally reviewed the legislation.

Chairman DeKrey: Thank you. Further testimony in support of HB 1509. Testimony in
opposition to HB 1509.

Warren DeKrey, ND Council on Gambling: We are opposed to this bill. I would question the
legality of this bill. Poker has always been defined as gambling, and I would assume that that
would still hold. We are talking offshore Internet, anytime we talk about offshore, we often think
about the criminal aspect of it, is it really well regulated. Is it something that isn’t being fixed.
Since no state has authorized this, there must be some real reasons why they have not authorized
it. If we are to offer it, we would certainly want to be very well informed on it because there
could be some real pitfalls in this whole thing. I question the base for funding for the state of
ND. We need a legitimate base for funding our state government. I question that this could be
considered a very strong base. It could disappear and go away, and then we would be in even

more trouble. If other states would authorize the same thing, what would happen to the revenues

we might receive here. This is electronic gambling, video gambling. We seem to be in a frenzy
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over gambling these days. To me, this is a very questionable type of business, state of ND should
get in. Our grandchildren and great grandchildren will see this come in and they will then
question later on, what were our grandparents thinking of, getting us into this kind of a business.
Representative Kretschmar: Has your group done any research on the prevalence on this
Internet poker game being in our state right now. Do you know how much is being done.
Warren DeKrey: No, we have not. I just want to read a comment that comes from Dr. Guy
Clark, who is chairman of the National Coalition against Gambling Extension. He said, if we
cave into Internet gambling, every family room in America can become a casino. High speed
video gambling machines are the crack cocaine of gambling addiction, and those are the very
games that the Internet is best at providing, and youth are twice as likely to become addicted as
adults.

Chairman DeKrey: Thank you. Further testimony in opposition.

Art Link: [made a commitment to this committee once before, that as long as you engaged in
these discussions, the approval or disapproval of the expansion of gambling, I would be back.
There were some members of this committee that said, this is all we’re going to ask for. We’ll
never ask for anything more. But we’re confronted with another request that I didn’t know about
until this morning when I picked up this bill. I can’t help but share it with you, as most of you
are aware, that we’ve gone quite a ways since the first charitable gambling was authorized in the
state, and it was based upon the concept that it is for charity. That didn’t last too long. I made
the statement then, that gambling has an insatiable appetite. It is never satisfied, it goes from
one thing to the next. Then came the question about the pull tabs, powerball, the lottery. The

question was placed before this committee, and finally before the people of ND, that based upon
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the money that was going out of state, because other states were doing it, we had to do it. People
were convinced that we were losing money by lottery being played in the sister states around us
and we were losing money. We now have the top floor of this capitol filled with the offices of
the lottery and I understand that there are other places where we have to have personnel to
control the lottery, to manage it. I'm not here to discuss that, that’s already been decided. This is
a new step, and I would caution this committee to be very, very cautious about making this step.
The statement was made, that if they decided to come to ND. There is no assurance that they
would come to ND with this grandiose presentation. What’s to stop other states from seeing
what’s happening here. Then you’re in a competition with other states, trying to offer the same
thing and in competition with the rates that we charge them, there will be a war on who can offer
this service at the most attractive rates to the organization that is going to handle this. There will
be companies who handle this, and we’ll be in a war with them. By the time we get into the act,
the rates will be so skimpy that it’lt hardly pay for the cost of running the program. That’s my
negative opinion of what is being said here. 1 guess I have to ask ourselves, are we-so bankrupt
in ND that we have to depend on the whims of people who wish to play the gambling games.
This bill now says that gambling does not include Internet live poker. Who’s to say what
gambling is, you have these very fine definitions, do you know anything about the outcome, is it
all chance. It’s still gambling. I think this puts a rather negative complexion to our great state,
with all its resources and integrity that this state has. I think we can devise a fair method of

revenue to provide the public services that the people need and are entitled to. I don’t think we

should place our faith in some grand program that takes it out of our hands, that the activity will
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just fall into our state and result in millions of dollars for our state. This is just a little more than

I can handle. Isubmit that we should not subject our state to this type of revenue selection.

Chairman DeKrey: Thank you. Further testimony in opposition. We will close the hearing.
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Chairman DeKrey: What are the committee’s wishes in regard to HB 1509, There are two
sets of amendments that have been talked about already. The first amendment was that this bill
goes away if the constitutional amendment accompanying it does not pass by the voters.
Representative Koppelman: I move that amendment.

Representative Delmore: Seconded.

Representative Klemin:  Along with this bill, we have this constitutional amendment, it
seems to me that if we leave the amendment on 1509 is not effective unless the constitutional
amendment fails to pass the voters. If it fails to pass the legislature, shouldn’t that be the cutoff
point because otherwise this could be held open indefinitely. If the constitutional amendment,
doesn’t pass, 1509 should go away at that time, not wait until later.

Representative Maragos: Pending change of the constitution...
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Representative Klemin: I don’t seem to have that amendment language here. Here it is,

guess what I’'m saying is that we shouldn’t leave it hanging out there, if it doesn’t get past the
legislature.

Representative Koppelman:  Well it’s affirmatively worded, so it wouldn’t be hanging out
there, it says it becomes effective when the Secretary of State certifies it, if the Secretary of State
doesn’t certify it, it doesn’t get past the legislature ever.

Representative Klemin: It can be approved by the voters in more than one way.
Representative Koppelman:  That’s true, and you want that. If we were to defeat it, and it
came back as an initiated measure and the voters approved it, we’d want it to become effective

then.

Representative Maragos:  Basically, if you waited for the reverse, it would be slowing down
the whole process.

Representative Klemin: Why would we want this bill to be hanging out there as a bill that
could pass this legislature, if the legislature disapproves the constitutional amendment. 1don’t
think it should become effective if we don’t pass the constitutional amendment, it shouldn’t
become effective either.

Chairman DeKrey: So if adopted and approved by the voters or the legislature,. Would that
get rid of it for you.

Representative Klemin: I would have stated it affirmatively that this act will not become

effective unless the legislature approves this bill and the voters.
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Representative Koppelman:  That’s already what it says. It says it becomes effective when
that resolution is adopted by this legislative assembly and have been approved by the voters. So
if either of those things don’t happen, it doesn’t happen.

Representative Klemin: There is no deadline on this.

Representative Koppelman:  Yes, it says 59th legislative assembly, that’s this year.

Representative Klemin: No, approved by the voters, there is no deadline on when it gets
approved by the voters. So what is going to happen is we’re going to have a section in the
NDCC, that’s going to stay in there indefinitely with a code revisers note saying this is the law
but it’s not effective.

Representative Koppelman: It says it becomes effective when the resolution 3035 as
adopted by the 59th legislative assembly, which is this assembly meeting right now, has been
approved by the voters. If either of those things doesn’t happen, if this assembly doesn’t adopt it,
it’s dead. If the voters don’t approve it, it’s dead.

Representative Klemin: I see what you're saying. As adopted, so you’re saying...

Representative Koppelman:  Ifit’s not adopted, it’s dead. If that constitutional amendment

is not adopted by the legislature and approved by the voters, the bill is dead.

Representative Maragos: That’s already amended in.

Chairman DeKrey: That’s the amendment I moved was .0301 by Rep. Kasper dated January
28, 2005. That’s what we’re working on now.

Representative Klemin: Can we find out if Rep. Kasper’s other amendment affects this one

or not.




Page 4

House Judiciary Committee
Bill/Resolution Number HB 1509
Hearing Date 2/9/05

Chairman DeKrey: Your other amendment is going to change on section 1, that’s not going to
affect this first amendment, then.
Rep. Kasper:  No. [ don’t believe so.

Chairman DeKrey: We'll try a voice vote. Motion carried. We now have the bill before us as

amended. Rep. Kasper please present your next amendment.

Rep. Kasper:  Now that you’ve adopted those amendments. On section 1 of the bill, I've had
some feedback from some of our colleagues and a little feedback from the Attorney General, that
he’s concerned about the entire section 1, because section 1 is change the definition of poker,
Internet live poker and say that it is not gambling. Frankly I drafted the bill, before the HCR
3035 was drafted, thinking that I might not have to go to the constitutional amendment route, and
again after speaking with the AG, he convinced me that we needed to go the constitutional
amendment route. The amendment simply does one thing, it removes section 1, and therefore,
under the amended amendment that I passed out to you, we do not attempt to redefine Internet
live poker as not gambling. It would stay under the ND constitution as a gambling activity, not a
skill activity. I don’t think it changes the intent of my bill at all, because we still need the
constitutional amendment, and I would ask the committee to adopt the amendment. All the rest
of the language stays the same.

Chairman DeKrey: The other amendment that the committee members want, waé that there
should be some mechanism in this law, that if the federal government should challenge ND, that
it goes away, because I am hearing a lot of people saying that they don’t want to spend millions

of dollars defending a federal lawsuit against ND, because we passed an unconstitutional law.
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Rep. Kasper: I would resist that amendment, and I think these handouts may give you some
comfort in that area. I'm going to page through this with you if you don’t mind because I know
there was concern about that, particularly Representative Klemin expressed substantial concern
in that area and I appreciate that. So I've been busy on the phone doing some research and
receiving some e-mails that have been unsolicited and I believe the handouts that I'm giving you
are really sort of germane to that concern. I'm going to summarize these handouts and you can
read them at your leisure later. The first one, online poker legality by Allyn Jaffrey Shulman,
she’s an attorney at law in Los Angeles, and she’s an expert in gambling law, and I have been on
the phone with her a number of times, and this is her history of the wire act, and how the wire
act, the RICO act, the 10th amendment, the position of the federal government, and so on come
into play. If you read it, I think you will see that the wire act does not at all conflict with what
we’re trying to do here. The wire act was designed to in the area of sports betting, it’s a very
narrow thing, there have been some challenges to it, and the courts have overturned those
challenges and ruled in a couple of cases, that Internet poker or Internet activities are not under
the wire act. The next one gives you a little more in depth history, there are 3 or 4 pages, again
from Allyn Jaffrey, going back to 1995 in the history of what has happened in Congress, and it is
apparent, she makes a statement in one of her writings here, that if, in fact, the wire act applied to
Internet poker or Internet gaming, why would there have been bills introduced in Congress to try
to regulate it. It’s very apparent that the wire act does not apply to the Internet. There again, her
synopsis is about 4 or 5 pages for your review. I will be meeting with the Governor and the AG
on these matters that I'm going over with you and to bring them up to speed. The third set of

handouts from Allyn Jaffrey is a little more in depth on the wire act, going back to Judge
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Duvall’s ruling that the wire act, if you go down to the third paragraph, as I reported in August,
Judge Duvall ruled that the wire act only prohibited wagering on sports events and he dismissed
all 33 cases. Comparing the fact, based on the wire act and the history surrounding the recently
proposed legislation, it becomes more certain that the wire act’s prohibition of gambling
activity... (see written testimony). There’s another brief written by an attorney Jaffrey that is
about 4 or 5 pages, In my opinion (see written testimony). It discusses the wire act and online
gambling or poker. Then the liability of the online gambler, there is concern that people may be
breaking the law if they are playing on-line. What she has proposed in her writings, if there is a
state law, in your state, that specifically prohibits that you cannot gamble online, then you may be
violating your state law, but it is not a federal law. ND does not have any law that prohibits that.
Then she goes on to talk about how would the poker police ever find somebody sitting at home,
playing in the security of their home on the Internet. The one that was the most impressive to me
is the one where it has my name at the top and it’s from Frank Catania. This was an unsolicited
e-mail that I received on February 4th (see written testimony).

Representative Meyver: What’s to prevent, and my constituent is in favor of this bill, keeping
in mind Las Vegas and New Jersey have much more gaming than we do. What’s to prevent it
from happening, where if ND takes this on, and say there is a lawsuit, what’s to prevent the
minute that ND goes through all the jumps and hurdles and presuming that is going to cost us
some money, that we establish this criteria, that it isn’t taken away from us from New Jersey and
Las Vegas.

Rep. Kasper:  First of all, that after you read the handouts I've given you, I think your concern

about a federal action against the state of ND should be solved. Secondly, if there is a lawsuit, 1
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think we would prevail. Thirdly, if we don’t the law would be binding on all the other states,
because if ND could not license and regulate Internet poker sites, the other states would be
prohibited also.

Representative Meyer: But say we go to the expense and we set national precendent that it’s
okay, his question is what is to stop them from instantly taking away this from ND.

Rep. Kasper:  There’s nothing to stop any other state from jumping into the game so to speak,
but remember we will be the first out of the chute. So in talking with some of the folks, and the
magazine I gave you the other day, I have 200 copies of them, I am going to hand out 1 magazine
to the whole chamber so you can read the articles about this profession. It is becoming a
profession, much more so than a game. What I'm being told by the editor of the Card Player
Magazine, he said we’re right on, he says I'm going to promote what you're doing in ND through
my magazine, I’'m going to be in contact with people to start paying attention to looking to come
to ND if this gets through the constitutional amendment, he has volunteered to be here in March,
if we can pass this out of the house and get it over to the Senate, he will be here in March to
testify in front of the Senate committee that will hear this bill the second time, and he says that
the first boy on the block is the one that is going to be the winner. Because once you locate to
another state, and he said the tax climate in my bill is very favorable, once you come to ND
you’re not going to go anyplace, because you are the ones that opened the door. So that’s as far
as I can go, because other states could do this, and we can’t prohibit them.

Representative Klemin: In just looking through these materials, it made me realize something
I'hadn’t thought about here, is that this would allow video Internet casinos to be opened up in ND

at existing gaming places, so people that don’t have Internet access, could go in there and use
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that Internet computer that’s sitting in this existing casino location. That appeared to be a
concern of somebody that was mentioned in one of these states, that you would have Internet
video casinos locating physically, so that you would have a battery of computers sitting there and
go in and rent one, whatever, can you do that.

Rep. Kasper:  That’s not the intent of this legislation at all, and if there’s a concern about that,
I would certainly not oppose amending the bill to tighten it up so it’s very specifically, this is
designed to be, licensing and regulating Internet poker sites that come to ND and have their
computer programming and staff here for it to be played on the Internet, as I demonstrated to the
committee during my initial testimony. Any amendment that would solve your concern, so that
we would not have those places spring up in ND, I’'m all for it. That’s not the intent, it’s not my
desire.

Representative Maragos: I'm not sure I'm following what Representative Klemin is

addressing himself to. If you went to an Internet cafe right now, they could go online and play
poker there, couldn’t they.

Rep. Kasper: Certainly.

Representative Maragos: What is it your addressing yourself to, what would it allow that is
not currently being allowed.

Representative Klemin: I guess I'm not to sure, that you can go to an Internet cafe business in
ND and play poker online.

Representative Maragos: Why not.

Representative Klemin: I don’t know if you can legally do it.




Page 9

House Judiciary Committee
Bill/Resolution Number HB 1509
Hearing Date 2/9/05

Rep. Kasper:  Well all you have to do is follow the money. If we had a restaurant where you
had these Internet hookups, and one of them brought in a computer in there to hook up and play
Internet poker, how does the restaurant make any money, they don’t make any money, so there
would be no reason for them to even promote something like that.

Representative Klemin: [ understand that, but my point is that there are literally thousands of
people in ND that do not have computers and Internet hookups, who maybe could go to a
location here in ND, where they would have rows and rows of these computers and start renting
computers there to do this Internet gaming. [ don’t know how it would shake out as far as them
taking a cut off what you make or what they would charge for it, but it seems to me that this
could conceivably result in a considerable expansion of video gaming.

Chairman DeKrey: I think Internet access is so universal nowadays, I don’t think anybody,
people go through airports and get their e-mails.

Rep. Kasper:  You can do that now without this bill.

Representative Klemin: My point is, I think there are a lot of people that don’t have Internet
access and computers now, that would have ready access to this kind of gaming if we were to
allow this.

Rep. Kasper:  They have that access right now, whether my bill is passed or not. They can do
that today.

Representative Klemin: If they have the Internet and computer. If they don’t have it..

Rep. Kasper: I think if we get back to the focus of my bill, there are hundreds of poker sites

out there, if we build it they will come. Think if they are licensed and regulated, which they wish

to have by the way, the potential revenue stream to our state, whether people play it in a cafe or
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bar, or a computer hooked in, that’s not our affair, that’s freedom of choice I believe in our
constitution. But what we can do is license and regulate these Internet poker sites so that we
know they’re legal and the revenue stream from the generation of the licensing and regulation
comes to the people of our state. Ithink if we get back to the focus, what is the good out of the
bill, if the bill passes and the constitutional amendment passes.

Representative Klemin: You will recall that T was concerned about the legality of this under
federal law, and I noticed that the Los Angeles attorney says that both the Clinton and Bush
administrations maintain that this is illegal and I had asked you to get an AG’s opinion from our
own ND AG that says that this is going to be legal before we did that, and I don’t know who this
Los Angeles attorney is, obviously someone who is very interested or works for these Internet
places. I guess I would be a lot more comfortable if the ND AG was in agreement.

Rep. Kasper:  When we have the meeting tomorrow, that will be on the table. Frankly I
haven’t had time to address that with our IBL’s committee work. Here’s the gambling laws of all

the other states for my last handout, so you can see what the gambling laws are in those states.

Chairman DeKrey: We will recess and take it up on Monday, 2/14/05.
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Chairman DeKrey: We will look at HB 1509. We are waiting on some amendments from LC.

Representative Klemin: I am handing out the constitutional provision in the gambling statute,
on what’s illegal in ND. The first part we see here is the section from the constitution that would
have to be amended in order to allow this Internet gaming poker, and there is a separate
resolution to do that. Beyond that are the criminal code provisions on gambling, The reason I
gave you this is because there seems to be a lot of talk about whether 1509 is okay because
everybody is doing it, and there’s nothing that says you can’t do that. In my reading of the
statute, I think that’s not exactly true. I think that if somebody is at home doing Internet video
poker, that they are governed by the same statute, because the computer, hardware and software
you’re using, becomes the gambling apparatus. If you go to section 2, which is on the second

page, that makes it an infraction to be gambling on private premises if the amount wagered

exceeds $25 per individual hand, game or event. Now this was intended to allow the small game
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that were supposed to be played at home, in private, but even there if it is more than $25 a hand,
it is not legal.

Representative Maragos:  Per bet.

Representative Klemin: Per hand, game or event. So I guess what I’m saying is that you are

playing an Internet video poker, and it’s more than $25 per individual hand, game or event, then I
think it violates the statute. Secondly, it was mentioned that while you can go into an Internet
cafe and do this now, and it’s okay, I don’t think so, because we don’t allow you to go into any
kind of public business to do that now. You can only do that at home, except where we’ve
allowed the two times per year, the poker tournaments. I don’t believe you can go into the

Internet cafe and engage in Internet video poker, legally under ND law at this time.

Representative Meyer: That came up during the testimony, they were asked that specifically,
is it illegal to do this in ND, and we were told “no”.

Representative Delmore: We’ve had the same discussion time and time again, on the idea that

the sports pools, many of them exceed, and many are in public places, it’s not enforced, it’s like
the cohabitation law, I mean people just think it goes because it isn’t. Maybe what we should do
with this bill, is do what we did with the lottery. If it gets the constitutional amendment passed,
next session we can make rules for it, rather than passing legislation that unless we can get the
constitution revisited, it’s really not legal.

Representative Kretschmar: I have a recollection that someone in Cass County was

prosecuted for doing Internet gambling. The person entered a plea of guilty, I guess, and has
since moved out of state, and paid a $500 fine or something. I don’t disagree with

Representative Klemin on his interpretation of what is gambling or not, but you know if you go
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into any bar or even restaurants in small town ND, you go in and ask for the dice, to roll for who
pays. In the restaurant in Ashley, every morning we play what is called the number game, for a
cup of coffee.

Representative Maragos: 1 want to remind everybody that this bill isn’t really your traditional
gambling bill. What this bill really intends to do, is to allow an activity take place in ND that’s
already taking place in the country. We’'re not looking at it from the standpoint of bringing any
gaming activity to ND, this bill, I believe it is the hope of the author of this bill, to bring an
economic activity to ND that’s really going to benefit the state, with regard to something that’s
currently happening. My idea has always been that if the window is open, you bettér be ready to
jump through it, because that opportunity only comes by once in a lifetime. You can agree or
disagree with some of the philosophical part of gambling, but what we have to do, I believe, is go
ahead. If we decide that we want to afford ourselves this opportunity, the economic gain, of the
possibility of those sites being placed in ND, where we can tax them and gain revenue from the
activity, that’s going on around the US, around the world; because the Internet is worldwide. I
would certainly try to proceed, go ahead and pass the bill, and then if the people of ND,
everything is contingent upon changing the constitution. That’s just fine. But we should not, I
appreciate what Representative Delmore has said about changing the constitution first and
proceeding later. But the problem is that if you are not first, you are probably not. My idea is to
go ahead and move the vehicle forward, contingent upon the decision of the voters at the next
election; which might be too late anyway. It may well be too late, we don’t know what the other
states are doing. Obviously, ND is not way ahead of the curve on this one, but we’re trying. 1

would certainly try to move this bill forward, especially since it has the contingency that nothing
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can happen until the voters of ND decide what our state policy will be in this regard. If they even

get it to the ballot,

Representative Delmore: And we’ve added that amendment already.
Chairman DeKrey: I'm waiting for it (at this point, Chairman DeKrey explained to the student
visitors what the bill is about).

Representative Koppelman: I don’t know if I support the bill, because of my basic

philosophy against the expansion of gambling. [ know you can argue whether this is or not. I
think Representative Maragos’ right about what he said. If Rep. Kasper’s ideas are to advance, I
think we almost have to pass it this session, which would allow the people to vote on it this fail,
or whenever the next election.

Representative Maragos:  That would be the primary election in 2006, a year from June.

Representative Koppelman: 1 think that’s probably our best shot at being first, if that’s our
objective. As far as Representative Klemin’s comments, I think Rep. Kasper’s original idea to
reclassify the status of what poker is probably would have addressed your concerns, I don’t know
if that is the way to go; but I think that was his approach. If we’re not going to do that, then I
think at some point we may want to look at those statutes.

Representative Klemin: My point was I think it is illegal, it maybe isn’t enforced.

Chairman DeKrey: I thought that same thing when you said it.

Representative Onstad: Typically this site that everybody is logging onto, they are located off

shore. This particular bill allows that place to be located in downtown Pettibone, right. But I

don’t believe that the bill allows us to have Internet cafes located across ND.
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Representative Klemin: Licensed Internet live poker establishment means any premises
licensed by the attorney general to conduct games of Internet live poker.

Representative Maragos:  Is that current law?

Representative Klemin: That’s in the bill. I don’t see where it wouldn’t allow that if they
become licensed, they sure could.
Representative Onstad: Maybe that portion could be taken out of there.

Chairman DeKrey: If you take a look at the amendments I handed out, my reasoning for this

amendment, was that should this bill pass, should the people have the constitutional amendment,
and the federal government, because of the federal wire act, some people think it is
unconstitutional, I didn’t want actions that the Legislature took, to end up costing the taxpayers
of ND money in defending an action that the federal government might file against ND. So I put
this amendment together, which said that if the federal government would file an action against
ND, which challenged the constitutionality of this act, then the act would become ineffective, and
ND wouldn’t have to defend it. Since then I’ve talked to the AG, and the bill sponsor, and they
feel that this amendment, even if everything happened, would scare these people off, because
they would look at that and they would not want to come to ND and start a business, that if
somebody filed against them, that they would be out of business immediately. So the language
of the new amendment... Go ahead Vonette.

Vonette Richter: In discussing this amendment with Jay Buringrud, we were talking and if

there was an action to stop or challenging this bill and the federal government prevailed, what
you’re asking for is what they would get anyway. They are going to seek an injunction to stop

this or whatever. If they are challenging the constitutionality, and they win, this bill would no
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longer be effective, you wouldn’t need that provision in there. That’s what they would be asking
for, and it’s like any act declared unconstitutional. It’s just no longer in effect.

Representative Delmore:  So you’re telling us that there really isn’t any need for this

amendment or another put on, because it would already happen.

Vonette Richter: That’s what would happen. [ can still do the amendment.

Chairman DeKrey: 1don’t think that will be needed, we all understand what you’re saying.
Representative Koppelman:  Did you draft the bill, Vonette.

Vonette Richter: YesIdid.

Representative Koppelman:  On page 2, lines 8 and 9 there has been some discussion over

whether this equals Internet cafes where people can come in and play Intemnet poker, my reading
of it, I don’t think it means that. I think what this means is these are the sites that would be
licensed to conduct this game worldwide, over the Internet. It’s not a place where citizens of ND
come in and log on to a web site and play the game. Is that correct.

Vonette Richter: I would interpret it the way you explained it.

Representative Maragos: It’s just the site, where the hardware is, that allows the game to go

out on the computers.

Vonette Richter: That’s correct.

Representative Klemin: I guess I'm at a loss to see what would prevent anybody from going
into an Internet cafe and playing now.

Representative Maragos: One does it now.

Representative Klemin: We have that it’s illegal under ND law. It says in the statute that you

can’t do that. Just because you disagree on the enforcement, doesn’t mean it’s legal.
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Representative Maragos:  In order to be this Internet establishment, it has to be licensed by

the AG. Obviously, if I understand the bill, he’s going to license the people that put it out on the
worldwide web. He’s not going to license an Internet cafe. He doesn’t do that now.
Representative Klemin: But then you could go into an Internet cafe and do that.
Representative Maragos:  You can do it now. Even if they are breaking the law,
Representative Klemin, they’re breaking the law. That’s just like the pool, that has to be
enforced.

Representative Klemin: So do you think that it would be legal then if you passed this bill.
Representative Maragos: No I don’t think so. Idon’t think it would change the legality of
what you’re talking about unless we change statute.

Representative Zaiser: I just wanted to echo the comments of Representative Maragos, I think
ND we have this penchant for not being the first, and waiting to make sure everything is safe, and
30 states have done it, 40 states have done it. I think if Rep. Kasper is correct, this does represent
that window of opportunity and I think if we don’t climb through that window this session, that
window may close, and I really, maybe it’s not the windfall that he’s talking about, but I think we
really ought to explore. We don’t have huge revenue sources in the state, so I guess we should
move forward with this.

Representative Klemin: The thing that bothers me about this whole thing, is that we should be
the first. We have states that have full-blown casinos, Nevada, New Jersey, and they’re not
doing it. I can’t believe that places that have taken advantage of every kind of gaming there is,

and no one is doing this or allowing it in any state, there’s got to be a reason.
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Representative Maragos: May I explain. The reason is that they don’t want to lose their

revenue in New Jersey and Nevada. Anybody that sets up a site and gets licensed, doesn’t have
to be a casino in Nevada or a casino in New Jersey. This opens it up. It makes the pie smaller.
Representative Klemin: There are other states, too, that don’t have the big Nevada/New
Jersey casinos.

Representative Maragos: Everyone has gaming in their states except for Utah and Hawaii.
All I"d say, is I can certainly understand why the states that have legalized, the real full-blown
legal casinos, like New Jersey and Nevada don’t want it, because it cuts into their slice of the pie.
It diffuses the pot, and that’s probably why they are trying to get the Feds to make sure that this
doesn’t happen, that it’s not legal.

Representative Klemin: If I were in favor of the charitable gaming in ND, if I were in favor of

the tribal casinos in ND, if I were in favor of the lottery in ND, I would be saying that we
shouldn’t do this.

Representative Maragos:  Until 2004, everybody was against the lottery.

Representative Zaiser: First of all, I don’t think this is going to compete with the local
charities in terms of a revenue source, and secondly, as many have said, this is happening now all
over the place, so I don’t think we are expanding charitable gambling, I don’t think we are
expanding the game.

Representative Boehning: Looking on page 2, line 8, maybe we need to put some language in
there that says that what it amounts to is where the hardware and software is held. That’s it.

When we’re talking about hardware and software, we’re talking about computer and programs
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itself, if we could limit it to that, it would probably help Representative Klemin’s concerns.
Maybe we can make that as something having to do with computer systems only.
Representative Meyer: What you’re talking about, it’s a live Internet site. I think that this
language defines that. It says the licensing and regulation of live Internet poker site, for an
Internet live poker site, it doesn’t have to be a casino, that is what makes this legislation unique,
it’s not an actual site, and I think that’s defined just by the definition of being an Internet site.
It’s not a casino.

Representative Maragos: It’s a virtual casino.

Representative Klemin: Hypothetically, you could go into a local Internet cafe, and get 6
people on terminals and they could all be at the same virtual table, at the same time, playing just
like they were doing it live.

Representative Maragos: Couldn’t they do that now. They can do it now.

Representative Zaiser: This is like horse racing, virtual horse racing.

Representative Maragos: Why couldn’t they do it now, Representative Klemin.

Representative Klemin: Because [ gave you the statute that says it is illegal.

Representative Maragos: You mean that it’s illegal, but you say if it passes, it would be

legal.

Representative Kretschmar: No.

Representative Maragos: [ think you are confusing the site establishment, with an Internet
cafe that is on-line.
Representative Klemin: Right, if you have 6 people that are on-line at the same table, at the

same time, it’s practically the same as if they are sitting at a table in the place.
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Representative Delmore: We have two sets of amendments. Did we adopt them. The

amendments that Rep. Kasper gave us should probably go on the bill. I move amendments
.0303.

Representative Meyer: Seconded.

Representative Kingsbury:  Just one little comment about the whole bill, I think it’s a
chilling effect, and I’d like to close the window.

Chairman DeKrey: Motion carried. What are the committee’s wishes.

Representative Meyer: [ move a Do Pass as amended.

Representative Boehning: Seconded.

8 YES SNO 1 ABSENT CARRIER: Rep. Kretschmar

DO PASS AS AMENDED WITH REREFERRED TO APPROPRIATIONS




FISCAL NOTE

Requested by Legislative Council

02/16/2005
REVISION

Amendment to: HB 1509

1A, State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current faw.

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
General |Other Funds| General |OtherFunds| General |[Other Funds
Fund Fund Fund
Revenues $0 $0 $0) 50 $0 30
Expenditures $0 $0 $723,488 $0 $388,804 $0
Appropriations $0 $0 $723,488 $ $388,804 $0

1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts
30 S0 30 304 50 30 $0) 30, 30

2. Narrative: [dentify the aspects of the measure which cause fiscal impact and include any comments relevant to
your analysis.

After review of research from a December 2002 General Accounting Office report entitied “INTERNET GAMBLING —
An Qverview of the Issues” and review of industry information, this office is unable to determine the possible revenue
impact of this bill. One gambling industry analysis firm estimates that during 2004 more than 1,800 gambling websites
worldwide took in $7 billion in online wagers. This office is unable to determine North Dakota's potential portion of
these wagers with any degree of accuracy.

The bill authorizes the operation of internet live poker establishments within the state and authorizes the Attorney
General to adopt rules for licensure and regulation. The bill establishes a license fee for each operator of an internet
live poker establishment and a $10 annual license fee for each player. Six tax rates are established on the adjusted
gross proceeds generated through an authorized establishment ranging from 8% on the first $1 million to % of 1% on
any amount in excess of $58 million. Taxes are collected quarterly by the Office of Attorney General. The bill also
establishes an internet live poker proceeds fund made up of the taxes, licensing fees, and any other moneys
collected, from which annual transfers are made as follows: 60% to counties for direct property tax relief, 20% to the
common schools trust fund, and 20% to the general fund.

As amended, the bill will become effective if House Concurrent Resolution No. 3035 is approved by the voters. The
estimated fiscal impact is shown for seven months of the 2005-07 biennium and all of the 2007-09 biennium. Meeting
fees and travel expenses are added for the commission.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

This office is unable to provide an accurate revenue forecast based on the unknown number of potential internet live
poker establishments licensed to operate in North Dakota. This bill provides for annual transfers from the internet live
poker proceeds fund of. 60% to counties for direct property tax relief, 20% to the common schools trust fund, and
20% to the general fund.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line




ftemn, and fund affected and the number of FTE positions affected.

The general fund expenditures include salaries and wages for 2 FTE's, Commission member meeting fees and travel
expenses, contractual services, vendor fees, telecommunications, computer equipment and software, and one-time

start-up costs.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

The general fund appropriation for enacting this legislation is not included in the Executive Recommendation for the
Office of Attorney General's budget.

Name:

Keith Lauer Kathy Roll

Agency: Office of Attorney General

Phone Number:

328-3234 328-3622

Date Prepared: 02/16/2005




FISCAL NOTE

Requested by Legislative Council
02/16/2005
REVISION

Amendment to: HB 1509

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current Jaw.

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
General |OtherFunds| General |OtherFunds| General |[Other Funds
Fund Fund Fund
Revenues $0 $04 $0 30 $0 30
Expenditures $0 $0 $723,488| $0 $388,804 $0
Appropriations 30| $0| $723,488) $0 $388,804 $0

1B. County, city, and school district fiscal effect: identify the fiscal effect on the appropriate political subdivision.

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts
S0 50 30 $0 30 30 30 30 $0

2. Narrative: /dentify the aspects of the measure which cause fiscal impact and include any comments relevant to
your analysis.

After review of research from a December 2002 General Accounting Office report entitied "INTERNET GAMBLING -
An Overview of the Issues” and review of industry information, this office is unable to determine the possible revenue
impact of this bill. One gambling industry analysis firm estimates that during 2004 more than 1,800 gambling websites
worldwide took in $7 biflion in online wagers. This office is unable to determine North Dakota's potential portion of
these wagers with any degree of accuracy.

The bill excludes internet live poker from the definition of gambling. The bill authorizes the operation of internet live
poker establishments within the state and authorizes the Attorney General to adopt rules for licensure and regulation.
The bill establishes a license fee for each operator of an internet live poker establishment and a $10 annual license
fee for each player. Six tax rates are established on the adjusted gross proceeds generated through an authorized
establishment ranging from 8% on the first $1 million to % of 1% on any amount in excess of $58 million. Taxes are
collected quarterly by the Office of Attorney General. The bill also establishes an internet live poker proceeds fund
made up of the taxes, licensing fees, and any other moneys collected, from which annual transfers are made as
follows: 80% to counties for direct property tax relief, 20% to the common schools trust fund, and 20% to the general
fund.

As amended, the bill will become effective if House Concurrent Resolution No. 3035 is approved by the voters. The
estimated fiscal impact is shown for seven months of the 2005-07 biennium and all of the 2007-09 biennium. Meeting
fees and travel expenses are added for the commission.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts inciuded in the executive budget.

This office is unable to provide an accurate revenue forecast based on the unknown number of potential internet live
poker establishments licensed to operate in North Dakota. This bill provides for annual transfers from the internet live
poker proceeds fund of: 60% to counties for direct property tax relief, 20% to the common schools trust fund, and
20% to the general fund.




N B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, fine
. jitem, and fund affected and the number of FTE positions affected.

The general fund expenditures include salaries and wages for 2 FTE's, Commission member meeting fees and travel

expenses, contractual services, vendor fees, telecommunications, computer equipment and software, and one-time
start-up costs.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

The general fund appropriation for enacting this legislation is not included in the Executive Recommendation for the
Office of Attorney General's budget.

Name: Keith Lauer Kathy Roll Agency: Office of Attorney General
Phone Number: 328-3234 328-3622 Date Prepared: 02/16/2005
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Requested by Legislative Council
02/15/2005

Amendment to; HB 1508

1A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
General |Other Funds| General |OtherFunds| General |Other Funds
Fund Fund Fund
Revenues $0 $0 $0 $0 50 $0
Expenditures 30 50 $798,442 $0 $388,309 30
Appropriations $0 $0 $798,442 30 $388,309 30

1B. County, city, and school district fiscal effect: identify the fiscal effect on the appropriate political subdivision.

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts
$0 $0 30 $0 $0 $0 $0) 50 $0

2. Narrative: [Identify the aspects of the measure which cause fiscaf impact and include any comments refevant to
your analysis.

After review of research from a December 2002 General Accounting Office report entitied "INTERNET GAMBLING —
An Overview of the Issues” and review of industry information, this office is unable to determine the possible revenue
impact of this bill. One gambling industry analysis firm estimates that during 2004 more than 1,800 gambling websites
worldwide took in $7 billion in online wagers. This office is unable to determine North Dakota's potential portion of
these wagers with any degree of accuracy.

The bill excludes internet live poker from the definition of gambling. The bill authorizes the operation of internet live
poker establishments within the state and autherizes the Attorney General to adopt rules for licensure and regulation.
The bill establishes a license fee for each operator of an internet live poker establishment and a $10 annual license
fee for each player. Six tax rates are established on the adjusted gross proceeds generated through an authorized
establishment ranging from 8% on the first $1 million to ¥ of 1% on any amount in excess of $58 million. Taxes are
coliected quarterly by the Office of Attorney General. The bill also establishes an internet live poker proceeds fund
made up of the taxes, licensing fees, and any other moneys collected, from which annual transfers are made as
follows: 60% to counties for direct property tax relief, 20% to the common schools trust fund, and 20% to the general
fund.

As amended, the bill will become effective if House Concurrent Resolution No. 3035 is approved by the voters. The
estimated fiscal impact is shown for twelve menths of the 2005-07 biennium and all of the 2007-09 biennium. Meeting
fees and travel expenses are added for the commission.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

This office is unable to provide an accurate revenue forecast based on the unknown number of potential internet live
poker establishments licensed to operate in North Dakota. This bill provides for annual transfers from the internet live
poker proceeds fund of: 0% to counties for direct property tax relief, 20% to the common schools trust fund, and
20% to'the general fund.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line




. . itern, and fund affected and the number of FTE positions affected.

The general fund expenditures include salaries and wages for 2 FTE's, Cammission member meeting fees and travel

expenses, contractual services, vendor fees, telecommunications, computer equipment and software, and one-time
start-up costs.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. [Indicate the relationship between the amounts shown for expenditures and appropriations.

The general fund appropriation for enacting this legislation is not included in the Executive Recommendation for the
Office of Attorney General's budget.

Name: Keith Lauer Kathy Roll Agency: Office of Alterney General
Phone Number: 328-3234 328-3622 Date Prepared: 02/15/2005




FISCAL NOTE

Requested by Legislative Council
01/18/2005

Bill/Resolution No.: HB 1509

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
General |Other Funds| General |[OtherFunds| General |Other Funds
Fund Fund Fund
Revenues
Expenditures $967,270f $375,619)
Appropriations $967,270 $375,619

1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2. Narrative: Identify the aspects of the measure which cause fiscal impact and include any comments refevant fo
your analysis.

Afiter review of research from a December 2002 General Accounting Office report entitled “INTERNET GAMBLING -
An Overview of the Issues” and review of industry information, this office is unable to determine the possible revenue
impact of this bill. One gambling industry analysis firm estimates that during 2004 more than 1,800 gambling websites
worldwide took in $7 billion in online wagers. This office is unable to determine North Dakota's potential portion of
these wagers with any degree of accuracy.

The bill excludes internet live poker from the definition of gambling. The bill authorizes the operation of internet live
poker establishments within the state and authorizes the Attorney General to adopt rules for licensure and regulation.
The bill establishes a license fee for each operator of an internet live poker establishment and a $10 annual license
fee for each player. Six tax rates are established on the adjusted gross proceeds generated through an authorized
establishment ranging from 8% on the first $1 million to % of 1% on any amount in excess of $58 million. Taxes are
collected quarterly by the Office of Attorney General. The bill also establishes an internet live poker proceeds fund
made up of the taxes, licensing fees, and any other moneys collected, from which annual transfers are made as
follows: 60% to counties for direct property tax relief, 20% to the common schools trust fund, and 20% to the general
fund.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue fype and
fund affected and any amounts included in the executive budget.

This office is unable to provide an accurate revenue forecast based on the unknown number of potential internet live
poker establishments licensed to operate in North Dakota. This bill provides for annual transfers from the internet live
poker proceeds fund of: 60% to counties for direct property tax relief, 20% to the common schools trust fund, and
20% to the general fund.

B. Expenditures: Expiain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

The general fund expenditures include salaries and wages for 2 FTE's, contractual services, vendor fees,
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. .; telecommunications, computer equipment and software, and one-time start-up costs.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

The general fund appropriation for enacting this legislation is not inciuded in the Executive Recommendation for the
Office of Attorney General's budget.

Name: Keith Lauer/Kathy Roll Agency: Office of Attorney General
Phone Number: 328-3234 328-3622 Date Prepared: 01/28/2005
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50295.0301 Prepared by the Legislative Council staff for
Title. Representative Kasper
January 28, 2005

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1509

Page 1, line 2, remove the first "and®

Page 1, line 4, after "gambling" insert “; to provide a penalty; and to provide an effective date"

Page 3, after line 21, insert:

"Penalty.

1. _Any person who willfully operates an internet live poker establishment or

site without & license as required by this chapter or who willfully operates a
licensed internet poker establishment or site in violation of this chapter or of
rules adopted by the attorney general to implement this chapter is quilty of .

a class C felony.

2. Any individual playing internet live poker at any site licensed under this
chapter who willfully violates this chapter or rules adopted by the attorney
general to implement this chapter or who plays without first obtaininga

license from the attorney general in that individual's name is guul_ty ofa

class B misdemeanor.

Internet live poker records - Confidential. All records and information with
respect to the licensure and operation of internet live poker establishments and with

respect to the identity of live internet poker players are confidential. The records and
information may be disclosed within the attorney general's office or to authorized
persons in the proper administration of this chapter or in accordance with a judicial

order.

SECTION 3. EFFECTIVE DATE. This Act becomes effective on the date the
secretary of state certifies to the legislative council that House Concurrent Resolution
No. 3035, as adopted by the fifty-ninth legislative assembly, has been approved by the
voters.”

Renumber accordingly

Page No. 1 50295.0301




50295.0303 Prepared by the Legislative Council staff for
Title.0400 Representative Kasper
February 9, 2005
House Amendments to HB 1509 - Judiciary Committee 02/14/2005

Page 1, line 2, replace "and to amend and reenact” with "to provide a penalty; and to provide
an effective date.”

Page 1, remove lines 3 and 4
Page 1, remove lines 6 through 17

Page 1, remove the underscore under lines 20 through 23

House Amendments to HB 1509 - Judiciary Committee 02/14/2005

Page 2, remove the underscore under lines 1 through 30

1 0of 3 50295.0303




House Amendments to HB 1509 - Judiciary Committee 02/14/2005

I Page 3, remove the underscore under lines 1 through 21

Page 3, after line 21, insert:

"Internet live poker advisory commission - Duties - Compensation -
Restrictions - Penalty.

1.

1.

The North Dakota internet live poker advisory commission is composed of
five members, three of whom are selected by the chairman of the
legislative council and two of whom are selected by the attorney general.
The term of office is three years, expiring on December thirty-first with no
more than two terms expiring in any one year. Of the first members
appointed, one must be appointed for a term of one year, two must be
appointed for terms of two years, and two must be appointed for terms of
three years. No member may be appointed to more than two consecutive
terms. Each member of the commission must be a citizen of the United
States and a resident of this state. A chairman of the commission must be
chosen annually from the membership of the commission by a majority of
its members at the first meeting of the commission each year.

The commission shall meet at least once a quarter and any additional
meetings as the chairman determines necessary. Special meetings may
be called by the chairman upon the written request of the director or any
three members of the commission.

The commission shall advise the attorney general in the establishment of
policy for the operation of internet live poker.

Members of the commission who are not state employees are entitled to be
compensated at a rate of seventy-five dollars per day and are entitled to
mileage and expenses as provided by law for state officers and employees.
A state employee who is a member of the commission must receive that
employee’s regular salary and is entitled to mileage and expenses, to be
paid by the employing agency.

No member of the advisory commission or any individual residing in the
same household as the member may directly or indirectly, individually, as a
member of a partnership or other association, or as a stockholder, director,
or officer of a corporation, have an interest in a business that contracts for
the operation or promotion of internet live poker establishments regulated
and licensed under this chapter. A knowing violation of this section is a
class B misdemeanor.

Penalty.

Any person who willfully operates an internet live poker establishment or
site without a license as required by this chapter or who willfully operates a
licensed internet poker establishment or site in violation of this chapter or of
rules adopted by the attorney general to implement this chapter is guilty of
a class C felony.

Any individual playing internet live poker at any site licensed under this
chapter who willfully violates this chapter or rules adopted by the attorney
general to implement this chapter or who plays without first obtaining a
license from the attorney general in that individual's name is guilty of a
class B misdemeanor.

Internet live poker records - Confidentlal. All records and information with

2 of 3 50295.0303




respect to the licensure and operation of internet live poker establishments and with

respect to the identity of live internet poker players are confidential. The records and
information may be disclosed within the attorney general's office or to authorized persons in the

proper administration of this chapter or in accordance with a judicial order.

SECTION 2. EFFECTIVE DATE. This Act becomes effective on the date the
secretary of state certifies to the legislative council that House Concurrent Resolution
No. 3035, as adopted by the fifty-ninth legislative assembly, has been approved by the

voters.”

Renumber accordingly

3 of 3 50295.0303




50295.0304 . Prepared by the Legislative Council staff for
Title. Representative DeKrey
- * February 10, 2005

PROPOSED AMENDMENTS TO H@USE BILL NO. 1509

Page 1, line 2, remove the second "and"
Page 1, line 4, after "gambling" insert *; ani tg/pbrovide an expiration date”
Page 3, after line 21, insert:
"SECTION 3. EXPIRATION DATE. This Act becomes ineffective on the date
the attorney general certifies’to the legislative council that the federal government has

filed an action against the gtate which challenges the constitutionality of this Act.”

Renumber accordingly

Page No. 1 ‘ 50295.0304




Date: 2//4/05
Roll Call Vote #: |

2005 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTIONNO. _ /509

HOUSE JUDICIARY COMMITTEE

Legislative Council Amendment Number

Check here for Conference Committee

Action Taken Do locwo & %M_(_szggéd 4 Aﬁp—m-(,p
Motion Made By & o vy ﬁ o Seconded By Rey. ﬂ)O&[mmq
' u

Representatives

Representatives

Chairman DeKrey

Representative Delmore

Representative Maragos

Representative Meyer

Representative Bernstein

Representative Onstad

Representative Boehning

Representative Zaiser

Representative Charging

Representative Galvin

Representative Kingsbury

Representative Klemin

Representative Koppelman

Representative Kretschmar

Total (Yes) g No S
Absent /
Floor Assignment /Qe/,y . f( /L{/’!' W

If the vote is on an amendment, briefly indicate intent:




]

——

.

REPORT OF STANDING COMMITTEE (410) Module No: HR-29-2830
February 14, 2005 4:10 p.m. Carrier: Kretschmar
Insert LC: 50295.0303 Title: .0400

REPORT OF STANDING COMMITTEE
HB 1509: Judiclary Committee (Rep. DeKrey, Chairman) recommends AMENDMENTS AS
FOLLOWS and when so amended, recommends DO PASS and BE REREFERRED to
the Appropriations Committee (8 YEAS, 5 NAYS, 1 ABSENT AND NOT VOTING).
HB 1509 was placed on the Sixth order on the calendar. -

Page 1, line 2, replace "and to amend and reenact” with "to provide a penalty; and to provide
an effective date.”

Page 1, remove lines 3 and 4

Page 1, remove lines 6 through 17

Page 1, remove the underscore under lines 20 through 23
Page 2, remove the underscore under lines 1 through 30
Page 3, remove the underscore under lines 1 through 21
Page 3, after line 21, insert:

“Internet live poker advisory commission - Duties - Compensation -
Restrictions - Penalty.

1. The North Dakota internet live poker advisory commission is composed of
five members, three of whom are selected by the chairman of the
legislative council and two of whom are selected by the attorney general.
The term of office is three years, expiring on December thirty-first with no
more than two terms expiring in any one year. Of the first members
appointed, one must be appointed for a term of one year, two must be
appointed for terms of two years, and two must be appointed for terms of
three years. No member may be appointed to more than two consecutive
terms. Each member of the commission must be a citizen of the United
States and a resident of this state. A chairman of the commission must be
chosen annually from the membership of the commission by a majority of
its members at the first meeting of the commission each year.

2. The commission shall meet at least once a quarter and any additional
meetings as the chairman determines necessary. Special meetings may
be called by the chairman upon the written request of the director or any
three members of the commission.

3. The commission shall advise the attorney general in the establishment of
policy for the operation of internet live poker.

4. Members of the commission who are not state employees are entitled to
be compensated at a rate of seventy-five dollars per day and are entitled
to mileage and expenses as provided by iaw for state officers and
employees. A state employee who is a member of the commission must
receive that employee's regular salary and is entitled to mileage and
expenses, to be paid by the employing agency.

3. No member of the advisory commission or any individual residing in the
same household as the member may directly or indirectly, individually, as
a member of a partnership or other association, or as a stockholder,
director, or officer of a corporation, have an interest in a business that
contracts for the operation or promotion of internet live poker

(2) DESK, (3) COMM Page No. 1 HR-20-2830




REPORT OF STANDING COMMITTEE (410) Module No: HR-29-2830
February 14, 2005 4:10 p.m. Carrier: Kretschmar
Insert LC: 50295.0303 Title: .0400

| establishments regulated and licensed under this chapter. A knowing
viglation of this section is a class B misdemeanor.

Penalty.

1. Any person who willfully operates an internet live poker establishment or
site without a license as required by this chapter or who willfully operates a
licensed internet poker establishment or site in violation of this chapter or
of rules adopted by the attorney general to implement this chapter is guilty
of a class C felony.

2. Any individual playing internet live poker at any site licensed under this
chapter who wilifully violates this chapter or rules adopted by the attorney
general to implement this chapter or who plays without first obtaining a
license from the attorney general in that individual's name is guilty of a
class B misdemeanor.

Internet live poker records - Confidentlal. All records and information with
respect to the licensure and operation of internet live poker establishments and with
respect to the identity of live internet poker players are confidential. The records and
information may be disclosed within the attorney general's office or to authorized
persons in the proper administration of this chapter or in accordance with a judicial
order.

SECTION 2. EFFECTIVE DATE. This Act becomes effective on the date the

secretary of state certifies to the legislative council that House Concurrent Resolution

. No. 3035, as adopted by the fifty-ninth legislative assembly, has been approved by the
voters."

Renumber accordingly

(2} DESK, {3) COMM Page No. 2 HR-29-2830
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2005 HOUSE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. HB1509

Live Poker

House Appropriations Full Committee
O Conference Committee

Hearing Date February 15, 2005

Tape Number Side A Side B Meter #
2 X #4.6 - #14.0
Committee Clerk Signature (' /%LLS M@ /
Minutes:

Rep. Ken Svedjan, Chairman opened the discussion on HB1509.

Rep DeKrey explained that he disagreed that there needs to be a fiscal note on this bill. The

essence of this bill is that this issue goes to the vote of the people which won’t take place until
June and the bill goes away if the people don’t pass the constitutional amendment. The effect of

the fiscal note will not happen until the next biennium.

Rep DeKrey commented that the new fiscal note has over $700,000 in revenues. This bill

licenses and regulates live Internet poker. This is something that is happening off shore right

now and they are looking for a state to move on shore. He explained that the people will not

vote on this until June, if it is passed here. If it does not pass the vote of the people in June, then

there would be no need for the money.

Rep. Mike Timm, Vice Chairman asked about the split vote of 8-5 in the committee.




Page 2

House Appropriations Committee
Bill/Resolution Number HB 1509
Hearing Date February 15, 2005

Rep DeKrey answered that this is a unique concept and some people thought this to be an
expansion of gaming. The majority of the people felt that it wasn’t because it happening already
offshore. There are other states looking to bring this on shore. There are up to 29,000 tables
being played at any given time on this system now. They are clearing $13 million per day on
these sites. If we licensed and taxed this it would be a huge financial plus for this state.

Rep. David Monson asked who wrote the fiscal note.

Rep Dekrey answered that it was from the Attorney General’s office. They based it on estimates
on the number of the people playing and the $10.00 fee for licensing.

Rep. Francis J. Wald asked why it was being done off shore.

Rep DeKrey answered that they take it off shore because you can then use real money.. You set
up accounts with electronic transfers. Coming on shore will add legitimacy to the game because
there are people that will not play now because they will not send there money off shore
someplace. Payments are made to winners through electronic transfers.

Rep. Jeff Delzer asked about the status on HB3035

Rep DeKrey answered that it would be heard in constitutional revision today.

Rep. David Monson asked if the Bank of North Dakota would handle this

Rep DeKrey answered yes, this has been mentioned as the depository for the funds. (meter Tape
#2, side B, #9.8)

Rep. Francis J. Wald moved a Do Pass motion on HB1509.

Rep. Blair Thoreson seconded.

Rep. Jeff Delzer stated that he would oppose the bill because he believed it was an expansion of

gaming and it would be a major change in policy.
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House Appropriations Committee
Bill/Resolution Number HB1509
Hearing Date February 15, 2005

Rep. Ken Svedjan, Chairman commented that he would support the bill because he believed
the policy discussion on this should be heard on the House floor

Rep. Ken Svedjan, Chairman called for a roll call vote on the Do Pass motion for HB1509.
Motion failed with a vote of 10 yeas, 11 neas, and 2 absences.

Rep. Francis J. Wald moved a Without Recommendation motion for HB1509.

Rep. Ron Carlisle seconded

Rep. Ken Svedjan, Chairman called for a roll call vote on the Without Recommendation
motion for HB1509. Motion carried with a vote of 14 yeas, 7 neas, and 2 absences. Rep
Kretschmar will carry the bill to the house floor.

Rep. Ken Svedjan, Chairman closed the discussion on HB1509.




House Appropriations - Full Committee

Date: February 15, 2005

Roll Call Vote #: 2

2005 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO.

HB1509

Check here for Conference Committee

Legislative Council Amendment Number

Action Taken WITHOUT RECOMMENDATION

Motién Made By Rep Wald

Representatives

Seconded By Rep Carlisle

Representatives

Rep. Ken Svedjan, Chairman

Rep. Bob Skarphol

Rep. Mike Timm, Vice Chairman

Rep. David Monson

Rep. Bob Martinson

Rep. Eliot Glassheim

Rep. Tom Brusegaard

Rep. Jeff Delzer

Rep. Chet Pollert

Rep. Earl Rennerfeldt
Rep. Francis J. Wald

b | o [ B3 >4 [

Rep. Larry Bellew

Rep. Ole Aarsvold

Rep. Alon C. Wieland

Rep. Pam Gulleson

Rep. James Kerzman

Rep. Ron Carlisle

Rep. Ralph Metcalf

Rep. Keith Kempenich

Rep. Blair Thoreson

Rep. Joe Kroeber

Rep. Clark Williams

S| B ot > 2

Rep. Al Carlson

Total Yes 14

Absent

No 7

Floor Assignment Rep Kretschmar

If the vote is on an amendment, briefly indicate intent:




REPORT OF STANDING COMMITTEE (410) Module No: HR-30-2999
February 15, 2005 2:13 p.m. Carrier: Kretschmar
Insert LC:. Title:.

REPORT OF STANDING COMMITTEE
HB 1509, as engrossed: Appropriations Committee (Rep. Svedjan, Chairman)
recommends BE PLACED ON THE CALENDAR WITHOUT RECOMMENDATION
(14 YEAS, 7 NAYS, 2 ABSENT AND NOT VOTING). Engrossed HB 1509 was placed
on the Eleventh order on the calendar.

{2) DESK, (3) COMM Page No. 1 HR-30-2999




2005 SENATE JUDICIARY

HB 1509




2005 SENATE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. HB 1509
Senate Judiciary Committee

QO Conference Committee

Hearing Date March 8, 2005

Tape Number Side A Side B Meter #
1 X 0.0 - End
X 0.0 - End

Committee Clerk Signature  Z/sur ¢, { .4 O%Mq

Minutes: Relating to Intemmet Gambling.

Senator John (Jack) T. Tra&ﬁbr, Chairman called the Judiciary committee to order. All
Senators were present. The hearing opened with the following testimony:

Testimony In Support of the Bill:

Rep. Jim Kasper, Dist. #46, Inh'odﬁced the bill and format for hearing.

Rep. Mark Dosch, Dist. #32 - Sited how in SD the were the first to utilize the removal of limits
on usury rates. They are set by law for the credit card companies to set the limit that they can -
charge over for interest rates. SD took the bold step when interest rates were rising to eliminate
this law. At that time the consumers were thinking “what is the legislature doing?”. They had
the foresight to see down the road. As a result they became the location for credit card
companies. The rates did not go overboard, they stayed competitive. This step brought a lot of
economic development to the state. Today I think we have the same in front of you with 1509.

To make a change to allow Internet poker to come to the state. This will allow the state future
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Senate Judiciary Committee
Bill/Resolution Number HB 1509
Hearing Date March 8, 2005

growth. I signed on to the bill because Internet poker is not new. It is here to stay. Sen. Kasper
will show us by pulling up a game right hear. You can sign in and play. It is here to stay. Our
question is do we want something that is hear that unregulated. Currently it is offshore. I am on
this bill so we can regulate this industry.

Rep Dave Weiler, Dist. #30 Sited his support (meter 502) You will hear a lot of numbers today.
This is not an expz;nsion of gambling. Itis ﬁot. This will bring us jobs and Internet growth. We
are not bringing “gamblers” to ND.

Rep. Blair Thorson, Dist. #44 gave his support. (meter 600) I was skeptical when I signed on
this bill then I realize that with ou‘t regulation these things are happening now. Why not regulate
and not only protect the people around the country, but the people of ND also. They are playing
it in ND now with no protection. Passing this will protect them and make money for the state in
the process. We will not be “bamboozled” as the paper says. You will be asking the tough
questions that I have done and I hope you do and get the answers that like me s#ﬁsﬁed them,
Rep. Ron Iverson, Dist. #27, gave his support (meter 800) This is an opportunity. Itis very
good for the state. We can pass this legislation, put it before the people of ND to vote, and let
these people come here and bring economic deyglopment to the state or choose not to. My
constituents biggest concern is property taxes and this bill is a way to lower them.

Rep. Andy Maragos, Dist. #3 “Dr. Lotto” (meter 900) While I am not a sponsor for this bill I
support it. Sited a case whether the liabﬂity law had to be changed so that an aircraft industry

could come to the state. As policy makers we have to think out of the box to improve our state

and make things that we can do in the state. This holds great potential for this state. Let us put

this before the people to vote.
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Senate Judiciary Committee
Bill/Resolution Number HB 1509
Hearing Date March 8, 2005

Rep. Kasper, Dist. Where did this bill come from (meter 1000) Sited a Poker Players win. Told
childhood story. Discussed his Lake Home in MN’s near a gaming casino. Found Card Player
Magazine subscription. Representative of the industries want to regulate the game. Our jobs is to
bring economic development to the state. Sited his relationship to the industry and how they want
to be regulated. Your will here that ND will be sued by Federal Court and' you will here some of
the best attorneys in the state dispute this. Discussed what type of people this will bring to the
stated. Introduced the key speakers: Att. #A.1 with Biography Att. #A2. Rep. Kasper also
submitted an amendment - Att. #1 Sited that the people of the state should be given the revenue
in a refund 60% goes to Poly Sub and 20% back to the county for Education in the Mill Levy to
Property Taxes- refer to amendment. Sited his “golden goose” scenario. (meter 1520) Discussed
House Concurrent Resolution 3035 as also part of the bill. Continued his review of the bill,
highlighting what he supports and does not support of the industry. Detailed the licensing
process and the user fee process. Tax scheme woula be 8% for the first $ million, 6% for the
second, 4% on third § million 2%. Largest poker sites makes revenues over a billion dollars a
year and are considering a public offer of 4 billion to go public. Customer list will be protected.
Sen. Traynor asked for a review of the bill and the concurrent resolution. Rep. Kasper concluded
that the bill will not be a law until it goes before the “vote of the people” and described how the
two bills work together.

Sen. Nelson asked how his % of his taxing scheme were derived? ‘I made them all up.

On line 19 “and other moneys collected” ? This would be application fees etc. The industries
generate there own revenues to process background fees. Sen. Nelson has an issue on the

appropriation portion of the bill. We have received a very large fiscal note with no revenue
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Senate Judiciary Committee
Bill/Resolution Number HB 1509
Hearing Date March 8, 2005

stated on it- over a million dollars with no revenue coming in. I am sure that that is not in the
A.G.’s budget for this biennium, how do you propose to budget this. Rep. Kaspers responded
that vs./hen this type_of businesses have started off shore they will be addressed in the AG’s
amendments. How do you predict a revenue that we have no experience with? I think the note is
unfair. There will be no expense till they come to ND. They also discussed the experience of
the appointed commission. 3 by legislative council chair and 3 by A.G.’s office.

Senator Triplett asked for more details on the “jobs’ this will create for ND? He referred to
bottom of page 1. A.G.’s license process intends that the industry must license, locate, bringing
there hardware, software and operators to ND. .You may clarify it.

Sue Schneide;' - River City Group St. Charles, Missouri - See Bio Att. #A2 (meter 35000) Gave
presentation - Att. #2 Currently 8 forms of Internet gaming products: lotterS/, racing, casinc;
games, sports betting, bingo, poker, betting exchanges, as well as skill games like backgammon.
Australia - Regulatory Structure through state acts called Player Protection Act.

Europe - Offer gaming products directly to residence through licenses private companies. Rigid
regulatory structure for sports books and looking into licensing for casino operators

Caribbean - Attempting to regulate.

Mohawk reserve in Canada.

US only horse racing - CA or Oregon.

Elizabeth George - North America Training groups wanted to attend and could not due to
hearing time change. Please contact some one like her to help with the negative issues.

The main reasons governments have proceeded on this legislation is for player protection not

only money. Biggest issues are where the player is and were the provider is
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Senate Judiciary Committee
Bill/Resolution Number HB 1509
Hearing Date March 8, 2005

Michael Corfman - Casino City, Inc. Boston, Mass - See Bio A2, (meter 4900) Gave Testimony
- Att. #3. Casino ‘City Press-CEO. Monitor size and growth of all facets of the industries. Shared
his finding-referring to bar graphs. Monitored visits to poker sites. Provide gaming info to users
on the web. 1 million visits a month with 500 thousand newsletter members. ‘Goal for sites is
information to customer that they can get the “best value” for there recreational gaming dollar.
We act as advisors. Player want an engaging, enjoyable environment, good services and to feel
safe that they will not be abused. Some want consistency, some not.. Our 500% growth rate
would be an advantage to ND do to players who like US regulafory standards. Players prefer to
by American if they are from America. 70% of our users are from the US and we will promote
this site here in ND. We are a “good guide” business.

Mr. Nigel Payne - Paradise Poker, London, England - See Bio Att.#A2. (meter 5760) Gave
Testimony - Att. #4 | |

Frank Catania‘— Former NJ gaming reguiator, New Jersey - See Bio - Att #A2 (meter 2441)
Gave Testimony - Att. #5.

Patric O’Brien - Attorney, Greengurg Turiug, FL - (meter 3646) Att. #6.

-Allyn Jaffrey Shulman - Attorney & Player, California (meter 5262) Att. #7. The reason this
has not passed in other states is that the legislatures tried to amend the wire act to specifically add
the words ‘online poker’. Currently it does not say it. Owner of Gambling Magazine, “Card
Player”. Many adds with sites of online poker sites, these are well known advertisements.
Discussed fear of being cheated by the un-regulation of game. The issue s not weathe; online
poker can be stopped. It can’t-it is already thriving, our citizen and the citizens of ND are

playing it. We only want to make sure it is regulated.
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Mr. Peter Friedman, CPA New Hampshire (meter 230) Employment will come to state.
Management, accountants, and legal accountant. 400-600 people playing needs one technical
engineer and three programers, 15 customer service representatives. This is only one sites eternal
companies. Other Attorneys and accountants would come to the state. This will increase
restaurant businesses etc.  Sited the North Dakota Banks possibility of $500 Million worth of
deposits into the bank. What would this do to the banks lending policies!

Testimony in Opposition of the Bill:

Mr. Warren DeKrey, ND Council on Gambling Problems (tape 2, side 1, meter 452) Att. #8
Asked people in room to stand who were against the bill. Approximately 25 people stood.

Dick Elefson, LAC LSW, - Submitted Testimony - Att. #9

Senator Triplett asked if Mr. Elefson is actually making the case for the bill testifying that it is
already going on and is unregulated. Maybe we should regulate it and collect the tax dollars for
it, using the funds to help folks who are trying to help the people with the problem? Which he
responded that the bill would gfeatly expand and enhance the opportunity for folks to gamble.
Sited an incident where a 17 yr. ran up fathers credit card. Sen. Trenbeath asked for suggestions
on how we can control this is we do not regulate it? We need to educate and be role models. We
already have regulations for alcohol that we can enforce. If we do not regulate this how can we
enforce it.

Bishop Bob Linning - Past Bishop of Evangelical Church of Western ND. T am against the
expansion of gambling. Ihave yet to see any long term economic benefit creating new wealth for
our state or communities. Gambling promotes untruths that an individual can get something for

nothing. To do so at the costs of the neighbors. Costs society more then it generates.
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Responsibility to respect each other. This bill is a step backwards for our state of good work
ethics. Sen. Treﬁbeath stated that while he agreed with all the bishop says how would
regulating it be a bad thing? Not to have the bad thing to begin with it. Debate of doing nothing
vs. regulating,

Gov. Arthur A. Link - Former ND Gov. Att #10 - Article. (meter 2895) Concerns of t_his being
a signal if we adopt bill to the rest of the Senate, Next session it will be slof machines on the
Internet. The benefits explained are not as they appear, like race horse gambling and its costs. I
fear that this will open the door to the expansion of gambling oﬁ the Internet. This will open up
the gambling flood gates. They will say ‘what is fair for the Internet poker is fair for us”. The
rules themselves indicate the fragile issues around this bill. In the early economic and political
days the bank of ND was organized as a revolution bank not to be used for this! This is not what
the originators of the bank had intended the use of! This is to great of a risk to recommend to the
people of ND. Cne mark against the bank would make history across the state!

Reading of the Purpose of the State Bank of ND Sec.. 1 (meter 3720) An Act Declaring the
purpose of the state of ND to engage in the banking business, establish a system of banking under
the name of the Bank of ND. Operated by the state and the defining the scope and the manor of
its apportion and the powers and the duties of the person charged with its management making an
appropriation; therefore and providing penalties for the violations of certain provisions Sec. 1

for the purpose of promoting and encouraging agricultural, commerce and industry the state
of ND shall engage in the business of banking and for that purpose shall, and does hear by

establish a system of banking owned controlled and operated by it under the name of the Bank of

ND.
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Mike Seminary Dist #35, I am opposed to this bill (meter 3993) [ am a typical person who lets
what goes on here generally pass me by. Why I am here today is because I heard that this was
not considered “gambling”. Iam perplex. I am not sophisticated and intelligent or articulate as
some of our distinguished guest on the other side. Gambling in the dictionary is defined, “when
you are engaged in an act of wagering on anything that has an uncertain outcome.” This tweaked
my curiosity on this issue before us. This is why I am here today. As a citizen of Bismarck, for
six years I have been involved with the United Way, four as a board member. Every year we go
through an allegation process of dispersing funds into the different agencies. One of main
reasons for personal bankruptcy being up is credit card debt. Gambling is a huge contributor to
this problem. In the Bis. Man Develop meeting, I heard a person say how one child goes to
young life and the other goes to play “Texas holdem” at another friend. You turn the TV on and
you can always find “Texas Holdem”. Once we condone it, it will only get worse. With the ease
and access of credit card use and the popularity of the game, this is not the door that we want to
open to our youth. This bill is about State Endorsed gambling and we do not want to use the
bank of ND to go any ﬁﬁther down that road.

Pastor Bob Norval - Head of Staff at Charity Lutheran Church, Chaplain with the Heart View
Foundation, Bis. In the Bis Tribune they have tried to encourage us to view this as a “new sport”
demanding skill and a little luck. Sited cases in life of early lessons involving alcchol and
gambling. This is titillating a1_1d exciting to think of a half of million coming jnto the state with
this, but have we thought through what the costs will be? Ilive in ND for the reasons this bill

goes against. You say that we need to pass this so we may regulate the problem do we not have

systems in place to already do this? In the legal and judicial system we have many resources to
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“work on process to help us control the issues. This bill will not. The Internet has to many other
unregulated issues that we can not control. While this bill would bring much regulation it can
only do so much. Sited capital expenditures of gamblers in ND is $400 per year.
Senator John T. Traynor, Chairman asked to hold feather speakers so that the Judiciary
committee members may ask questions of the speakers:

Sen. Trenbeath stated with respect to Nevada’s law what year did they pass it and why haven’t
| they implemented it? Mr. O’Brian stated 2001. Siting that in the law they stated the approval of
the Justice Departments to make sure there law was consistent. The Justice department did not
think it was. It is not the Justice department by statute is not to provide opinion to outside only
within government and with in court. Spoke of violation of wire act. Sen. Trenbeath wondqed
why Nevada, a leading state in gambling, and many other things, first passes a law requiring
Justice Dept.’s approval and second after the opinion of the Justice Dept. would not go any
further. It is not reve lent if the Justice Departmeqt was correct or not. They did not go through
with the act. Why is the Bank of ND unique for you? We have many state chartered banks? The
bank of ND is not essential to this bill. If you choose to bring the bank of ND into the mix. This
1s independent of your decision to regulate this industry. You would be able to regulate the
industry better due to being a state in control of the bank directly and it would give the state
additional income. Sen. Trenbeath asked if ND were to go forward on this, aside from all the
litigation's and gray areas, and we were successful, what would keep the other states from coming
into the competitions with us. Mr. Payne responded that you would have to contract mandating

with the companies to stay in ND for, example a minimal of, five years. If you regulate other
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states will follow. The state bank of ND would give people an addiﬁonal reason to stay in ND.
Other states are considering this but most are not as far as you in the process.
Senator Hacker stated ND infrastructure of communication lines and the location of this industry
in rural areas, how will our lack of it and anther's states already existing communication
infrastructures not make businesses preference to go to another state? It would cost Billions of
dollars to go beyond the T3 lines? Nigal responded that the bandwidth infrastructure is a
satalight system. The state could apply for this tomorrow and be set up with a minimum costs.
Regulatory body and setup would be covered by the industry. Discussed the “nonrefundable” set
up fees charged to the companies who want to do business and they are used to it. Discussed
third party involvement

Senator Triplett asked for clarification of adjusted gross proceeds (meter 392) When a gave takes
place an operator earns money in two ways; tournament entry fee and ring games.
Senator Triplett questioned how you would stop a situation of a child using up a parents credit
card to a bill of $8,000 in one night. Mr, Payne responded that in most games they regulate a
$500 cap per day. The problem that happened in the above situation was an unregulated
company. The legitimate companies will squeeze out the unregulated companies due to the fact
that people prefer to go to a regulated site. Sited how tobacco sales on the Internet regulates age.
Rep. Kasper stated for five minutes how hard he would work not to let any other_form of
gambling into the Internet.
Testimony if Opposition to Bill
Dr. Marlin Johnson, Semi retired physician of 52 yr., Bismarck (meter 1225) Tribune article

stating the out of stéte experts saying that gambling is a “game of skill” and “some folks make a
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living at it”. This is the heart of the problem. The living is made by the professional and the
average Joe is the one who helps him make that living. In my retirement I have been involved
with organizations for many programs with youth. This is an addictive for of entertainment. I
am concern of the violation of Federal Law. Gambling's success is its appeal to getting money
from nothing. While you look at this as a way to get money, the people you get this from are the
same people you would tax anyway, minus what the professionals skim off, advertising and cost
of operations. More losers then winners. |

Christina Rondo - ND Family Alliance (meter 1428) In opposition. Welcome to the state, this
is an interesting discussion. I am gravely concerned as a citizen and representation of the citizens
of the state; anything that bears the stamp of stated endorsement legitimizing the idea, issue, or
industry such as this. This would only serve to greatly expand gambling here and across the US.
Many are waiting for the endorsement before they “flock” to this state. Quote “If gambling were
a children's toy it would be pulled off the market immediately” we would not tolerate it. Asa
parent to be it scares me as an unregulated industry. This bill does not address a true regulation
of the industry. There is too much money tied to it. All this money seems suspicions and creates
the illusion of conflict of interest. Nine areas of gambling social costs: Crime, Business and
employment costs (lost productivity, time,,) Bankruptcy, Suicide, Illness Social Service Costs,
Direct Regulatory Costs, Family Costs (divorce, separation, spouse abuse and child neglect)
Abused Dollars. Please keep in mind the best interest of the citizens of ND beyond the economic
income of the dollars.

Lynn Burgman - Dist. #32 Residence (meter 1865) As a card caring republican I am glad to see

the former Gov. Link here today. He warned us this day would come and it has. We teach our
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children to abide by the law and we are contemplating ignoring what the Justice Dept. is telling
us to do. Sited a Frontline TV show it exposed how SD was persuaded to come to SD on its
usury laws. The companies came in and built the buildings. They came back a few years later
and interview the Gov. who allowed this and his response was “how different he would do things
knowing what he knows now”! We do not want ND to be the next “Vegas”

Shelly Trainer - As a wife and mother of three daughters and a member of Bismarck. Integrity
and gambling do not coincide. Integrity is how we act in public, what you say in person, and
how you think in private are all the same. I do not see the “integrity of Internet poker’ as the
same as the “integrity of ND”.

Mr. O’Brian stated (meter 2230) the Dept. of Justices letter. Five Courts have ruled the wire act
does not cover non sports gambling. No courts have ever ruled that it has ever covered non
sports gambling. The Internet gambling has existed for ten years, the Justice Dept. has said that
it is illegal and 5 violation to the wire act but has not prosecuted one case of non sports gambling.
Though they have been strong on making there assertion the courts do not agree with thém and
they have not shown any willingness to take them to court. I do not think that there is any
substance behind the letter.

Senator Syverson asked what the status of Nevada Law currently? They passed the law they
authorized it subject to conformation from the Dept. of Justice. The conformation was never
obtained so they can not move forward. If you move forward, they can not due to the fact that
they would have to amend there law stating the requirement of the Justice Dept.’s approval.

Rep. Kasper made closing comments (meter 2464) Thanking committee for there time.
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Sen. Nelson asked with all the time and money to set the projector and screen set up, what was it
for? Rep. Kasper could not get his site to work so they did not use it.
Senator John (Jack) T. Traynor, Chairman closed the Hearing

Other Attachments: Letter from The U.S. Deptment of Justice, Criminal Division - Att. #11
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Minutes: Relating to Internet Gambling *

Senator John (Jack) T. Traynor, Chairman called the Judiciary committee to order. All
Senators were present. The hearing opened with the following testimony:

Testimony In Support of the Bill:

Bob Bennitt, Attorney General’s Office (meter 53 50) Submitted an amendment Att. #1. Sited
that the Attorney General has no official position on this bill. The amendments are submitted as
a neutral position and are provided to the committee for technical assistance. The office had a
long meeting with the sponsor and the poker representatives. If the bill passed and if the
constitutional amendment passes we would have a frame work to begin the process. We had to
make sure we had enough authority to do what we had to do in the adoption of rules and pursue
it. This is what the amendments do. We borrowed most of the language from the lottery law,
that has worked well. In our meeting of the two groups the poker representatives wanted to leave

it as general as possible leaving the Attorney General “general” authority to get the bill in place,
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but we can not do that. We have to work within a certain structure for administrative rule to
make sure we have the authority. Mr. Bennitt reviewed the amendment. The committee
discussed the licensing fees. We can not provide a $10 license fee to each player, that would be
too expensive for us to do. If we wanted to deny a person from playing then we would be under
obligation to give them a hearing and $10 would not cover that. What I suggested was that the
“licensee” have a “user fee” collected by the licensee from every player and then they would be
responsible to pay it to the state. This would make them responsible to take the fee, collect all
the Identification or all other requirements to prevent someone who is under 18 from playing.
This would give the burden to the licensee. They would pay a $25,000 non refundable
application fee The Attorney General is not in the position of siting the dollar amounts.

Jim Kasper sited that he would like to see also a 25,000 ongoing annual licensing fee. The
committee discuses changing the application fee to $50,000

Sen. Nelson sited that the license qualification should be under subsection 1 and 5, you say.. a
person “must” “if”... (meter 849) sited confusion with the clarity of statement.

Mr. Bennitt discussed the location of the businesses being in ND. The concem is that not all
business would be transacted in the state. The banks or main offices could even be in another
country. Discussed that our law for character or a crime may not be the same law as someone
who plays from another state but they could be from another country. Discussed costs if the
A.G.’s office may have to go to another country. Even if they reside in another country they
must follow ND law.

Senator Hacker questioned why a company with an existing infrastructure would want to leave

everything to come to ND with no infrastructure.
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Rep Kasper sited that the intent of the bill is that all parts of the business would be located in

ND, including all there servers and physical entities be located in this state. Senator Hacker
stated that the this is all word of mouth only, it does not state this on the bill. (meter 1650).
Senator Syverson sited that the equipment needs to be in physically in ND. Is the movement of
the attributes of a company a statutory process or can the Attorney Generals office make the
rules? Mr. Bennitt responded that we could not mandate by rule the location of a company. We
can, as in gaming, mandate they only bank in ND financial institutions that have under our
general record keeping. All records would have to be located in ND (discussion 1846) Sitedr
difficulties in mandating servers only being in ND.

The committee discussed that the State of ND tax payers should not be stuck with any “‘start up”
fees. Discussion of the expenses incurred even before the application fees were collected (meter
2400). Discussec‘i the ability to accept “grant” money to help defer these costs.

Rep Kasper sited that the poker industries would like some sort of offset from all these fees

pethaps prorated one or two years down the line. (meter 2847)

Testimony in Opposition of the Bill

Senator John (Jack) T. Traynor, Chairman c¢losed the Hearing
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Carrier:

Senator John (Jack) T. Traynor, Chairman closed the Hearing
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Minutes: Relating to Internet Gambling.
Senator John (Jack) T. Traynor, Chairman called the Judiciary committee to order. All |
Senators were present. The hearing opened with the following committee work

The committee was handed out two amendments. The first - Att. #1 was from the Attorney
Generals Office dated March 14th. Vonnett Richtor reviewed the amendment with the
committee.

Sen. Traynor handed out a second amendment - Att. #2 (50295.0403) and the committee

reviewed them.

Sen. Trenbeath asked if the Attorney General had input with the legal defense fund? He did not

favor it. He is certain that there will be litigation with the bill. Sen, Traynor continued with his

amendment: This provision would be funding for this. He did not want funding from outside

due to it being the states responsibility to defend the bill. This would provide that it comes from

the procceds. Senator Syverson discussed the profiling system referred to in section 1 on his
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amendment. (méter 460) Discussion of the effective date, of a gift/grant fund coming from the
one time non refundable application fee.

Rep. Kasper was asked how he viewed the two amendments. They spoke of the funding and
how the original intent of the bill was to take some of the profits to go back to the people to
lower there property taxes.

Opinion Letter - Att. #3 Catania & Assoc. LLC and Att. #5 Greenberg Traurig

Discussion (meter ) of the provision of acceptance of a grant. The concern is when a grant is
provided you usually have to do something for this. The AG.’s office will dictate only to
themselves. Senator Hacker was concerned about the wire act. Talked in detail about the act.-
Att. #4

Senator Triplett made the motion to DO Pass the amendment from the A.G.’s office dated
March 14th and Sen. Trenbeath seconded the motion. All members were in favor and motion

passes.

Sen. Trenbeath made the motion to Do Pass Amend 50295.0403 and Senator Hacker seconded

the motion. Al members were in favor and motion passes.

The committee requested that all amendment acted on be combined into one for clarification.

Other: Article from the New York Times submitted. - Att. #6

Senator John (Jack) T. Traynor, Chairman closed the Hearing
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Minﬁtes: Relating to Internet Gambling - Poker.

Senator John (Jack) T. Traynor, Chairman called the Judiciary committee to order. All
Senators were present. The hearing opened with the following testimony:

Testimony In Support of the Bill:

Governor Link- Former ND Governor spoke on behalf of Warren DeKrey, Chairman of the ND
Council on Gambling Problems. (meter 90) Gave Testimony - Att. #1

Handed out the combined amendments (50295.0404) - Att. #2 for the committee to review and
discuss.

Senator Hacker asked the Governor if the funds for the council were funds received from the
proceeds of the selling of lottery tickets through the Human Services Department? No they are
all privately donated funds we are separate.

Sen. Traynor sited that no action being taken on the bill unless the entire committee was

present.
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Sen. Trenbeath does not like on the top of page 4, the use of “may not” prefers “shall not”. He
decided that this language is correct. This is probably standard language in a prohibition.
General discussion of a review of the amendment. Sen. Nelson stated how the “kids games’ |
change so often that if we go into our constitution and name a game this could gest complicated.
The committee discussed Rep. Kaspers amendment as it relates to the oﬁginal bill. The change
would be the “tax money” on the industry would not go to the common school trust fund - Levy
Tax and be a direct to the school districts direct property tax relief (Amendment .0402) (meter
1600) Did not want it the principle to be spent by the school trust fund.

Sen. Trenbeath made the motion to Do Pass the top of amendment 50295.0402 dated March 7
Sen. Nelson seconded the motion and the vote was held for Senator Triplett to be pr_eseﬁ.

Senator John (Jack) T. Traynor, Chairman closed the Hearing




2005 SENATE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. HB 1509
Senate Judiciary Committee

O Conference Committee

Hearing Date March 16, 2005

Tape Number Side A Side B Meter #
3 X 1270 - End

Committee Clerk Signature 777‘*/’0 v‘e/ ,ééf/,%
. 7

Minutes: Relating to Internet poker

Senator John (Jack) T. Traynor, Chairman called the Judiciary committee to order, All
Senators were present. The hearing opened with the following committee work:

Sen. Trenbeath made the motion to do pass amendment .0405 and Senator I{acker seconded
the motion. All members were in favor and the motion passes

The chairman requested that legislative council put the amendment into the bill form for the

committees clarity and the committee would convene at that time.

Senator John (Jack) T. Traynor, Chairman closed the Hearing
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Minutes: Relating to Internet Poker

Senator John (Jack) T. Traynor, Chairman called the Judiciary committee to order. All
Senators were present. The hearing opened with the following:

Sen. Traynor made the statement that the Justice Departments letter does not compel him to
believe that the US Court of Appeal ruling in regards to the wire act that it would not prohibit the
Internet poker activity - Att. #1

The committee discussed how the industry cry's out for legistation. Concerns for addicts and the
other issues this game involves.

Kathy Roll, Office of the Attorney General, Introduced a letter - Att. #2

Sen. Trenbeath made the motion to DO NOT PASS the engrossed bill and Senator Hacker
seconded the motion The committee was spit. Yes: Senator Hacker Sen. Trenbeath and Sen.
Nelson No: Sen. Traynor, Senator Syverson and Senator Triplett.

Motion Fails
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Senator Syverson made the motion to DO Pass and Senator Triplett seconded the motion. The
committee was split. No: Senator Hacker Sen. Trenbeath and Sen. Nelson Yes: Sen.
Traynor, Senator Syverson and Senator Triplett.

Motion Fails

Senator Syverson made the motion to pass without committee recommendation and Sen.
Trenbeath seconded the motion all members were in favor and the motion passes.

Carrier: Sen. Traynor

Senator John (Jack) T. Traymor, Chairman closed the Hearing
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50295.0403 " Prepared by the Legislative Council staff for
Title. Senator Traynor
March 14, 2005

O PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1509

Page 1, line 2, after the first semicolon insert "to amend and reenact section 50-06-22 of the
North Dakota Century Code, relating to the compulsive gambling prevention and
treatment fund;” and after the second semicolon insert "to provide a continuing
appropriation;”

Page 1, after line 4, insert:

"SECTION 1. AMENDMENT. Section 50-06-22 of the North Dakota Century
Code is amended and reenacted as follows:

50-06-22. Compulsive gambling prevention and treatment fund -
Continuing appropriation. Funds deposited in the compulsive gambling prevention
and treatment fund under section 53-12-21 and section 2 of this Act are appropriated to
the department on a continuing basis for the purpose of providing the services under
section 50-06-21."

Page 1, underscore lines 7 through 24

Page 2, underscore lines 1 through 20

o Page 2, after line 20, insert:

"Internet live poker surcharge - Attorney general legal defense fund -
Continuing appropriation. A five percent surcharge is imposed on the adjusted gross
proceeds of each establishment authorized to conduct internet live poker under this
chapter. The licensed internet live poker establishment shall remit the surcharge to the
attorney general on a quarterly basis. The attorney general shall remit the surcharge to
the state treasurer for deposit in the attorney general legal defense fund. The moneys
in the fund are appropriated on a continuing basis to the attorney general for the
purpose of funding legal services to defend legal challenges to the live internet poker
established under this chapter. The surcharge imposed under this section must be
suspended upon notification by the state treasurer to the attorney general that the
balance in the attorney general legal defense fund has exceeded two million dollars.

The attorney general may reinstate the surcharge if the balance in the fund is less than
two million dollars.”

Page 2, underscore lines 21 and 22

Page 2, line 23, underscore "any other moneys collected under this chapter.®, replace
"Annually, all” with "The attorney general shall transfer twenty-five thousand dollars per
quarter from the internet live poker proceeds fund to the state treasurer for deposit in
the compulsive gambling prevention and treatment fund under section 50-06-22. The
total amount transferred under this section to the compulsive gambling prevention and

treatment fund may not exceed two million dollars. All remaining", and underscore
*moneys in the fund must be"

Page 2, underscore lines 24 through 31

Page No. 1 50295.0403



Page 3, underscore lines 1 through 31

. Page 4, underscore lines 1 through 20

Renumber accordingly

PageNo. 2 50205.0403




Date: 3//4/65'

Roll Call Vote #: .:?

2005 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO.HB /(537

. Senate  Judiciary Committee -

Check here for Conference Committee

Legislative Council Amendment Number -

ActonTaken —_ Truyans Amenol.  So3 75 o+

Motion Made By  Senator 7;&7 bea7”)  Seconded By Senator Aap e,

Senators NE Senators
Sen. Traynor Sen. Nelson
Senator Syverson Senator Triplett
Senator Hacker
Sen. Trenbeath

Total (Yes) ' 6 No 0
Absent ‘ 0
Floor Assignment

If the vote is on an amendment, briefly indicate intent:




~ Title. Representative Kasper
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o
50295.0402 ‘ C A O/ULL Prepared by the Legislative Council staff for

~ PROPOSED AMENDMENTS TO ENGROSSE SE BILL NO. 1509

Page 1, line 2, after "poker" insert “; to provide-&continuing appropriation”

rogram must include a license fee for each" with "Each®

Page 2, line 4, replace "T

Page 2, line 21, after "fund” insert '- Continuing appropriation”

Page 2, line 24, after "allocated” insert "by the state treasurer and are provided as a standing
and continuing appropriation” '

Page 2, line 25, after the second period insert "The percentage of each allocation under this
subsection to each county must be equal to the percentage that property taxes levied
by that county is of all county property taxes levied in the state."

Page 3, line 1, replace "the common schools trust fund to become a part of the" with "school
districts for direct property tax relief. The percentage of each allocation under this
subsection to each school district must be equal to the percentage that property taxes
levied by that school district is of all school district property taxes levied in this state.
The amount allocated to a school district under this subsection must be subtracted from
the school district's base year tax levy under section 57-15-01.1 for the purpose of
determining the school district's maximum levy under section 57-15-01.1 and subtracted
from the maximum levy in dollars that would be produced by the maximum levy in mills
under section 57-15-14."

Page 3, line 2, }emove "principal of that fund."

Renumber accordingly
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50295.0404 Prepared by the Legislative Council staff for
Title. Senator Traynor
March 15, 2005

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1509

Page 1, line 2, after the first semicolon insert “to amend and reenact section 50-06-22 of the
North Dakota Century Code, relating to the compulsive gambiing prevention and
treatment fund:* and after the second semicolon insert “to provide a continuing
appropriation;”

Page 1, after line 4, insert:

"SECTION 1. AMENDMENT. Section 50-06-22 of the North Dakota Century
Code is amended and reenacted as follows:

50-06-22. Compulsive gambling prevention and treatment fund -
Continuing appropriation. Funds deposited in the compulsive gambling prevention
and treatment fund under section 53-12-21 and section 2 of this Act are appropriated to
the department on a continuing basis for the purpose of providing the services under
section 50-06-21."

Page 1, underscore line 7-

Page 1, line 8, underscore "1. "Adjusted gross proceeds" means any sums wagered®, replace
“in* with "by", and underscore "an internet live poker" and insert immediately thereafter
llpla! !erll

Page 1, line 9, remove "hand" and underscore "which may be retained by the licensed internet
live poker establishment as"

Page 1, underscore lines 10 through 23

Page 1, line 24, underscore "regulation, and operation of internet live poker in the state.” and
insert immediately thereafter "The rules must include provisions concerning the financial
responsibility of persons licensed under this chapter, the conduct of internet live poker,
recordkeeping, the establishment and maintenance of internal controls, security of the
internet poker site, and the deposit and payment of moneys received and disbursed by
the licensee."

Page 2, line 1, underscore "Internet live poker sites” and insert immediately thereafter " -
License - User fee" and underscore "- Tax."

Page 2, underscore lines 2and 3

Page 2, line 4, underscore "sites in the state. The program must include a" and insert
immediately thereafter "nonrefundabile license application fee of fifty thousand doliars
and, upon meeting the requirements for licensure, an annual®, underscore "license fee®
and insert immediately thereafter " of twenty-five thousand dollars", and underscore “for
each person that"

Page 2, line 5, underscore "operates an internet live poker site”, replace "and” with *,_The
license may be renewed annually upon compliance with this chapter and rules adopted
by the attorney general and payment of a twenty-five thousand dollar license renewal
fee. The licensee shall pay to the attorney general”, underscore “an annual®, replace
"licensing" with "user", and underscore "fee of ten dollars for”

Page No. 1 50295.0404



Page 2, line 6, underscore "each player who plays internet live poker at a site. A single
annual’, replace "licensing" with "user', and underscore "fee”

Page 2, underscore lines 7 through 16

. Page 2, line 17, underscore "3. The licensed internet live poker establishment shall remit the
tax” and insert immediately thereafter "and player user fees" and underscore “to the
attorney"”

Page 2, underscore line 18

Page 2, line 19, underscore “fees," and insert immediately thereafter " player user fees," and
underscore "and any other moneys collected under this chapter to the state treasurer
for"

Page 2, underscore line 20
Page 2, after line 20, insert:

“"Internet live poker surcharge - Attorney general leqal defense fund
established - Continuing appropriation. A five percent surcharge is imposed on the
adjusted gross proceeds of each establishment authorized to conduct internet live poker
under this chapter. The licensed internet live poker establishment shall remit the
surcharge to the attorney general on a quarterly basis. The attorney general shall remit
the surcharge to the state treasurer for deposit in the attorney general legal defense
fund. The moneys in the fund are appropriated on a continuing basis to the attorney
general for the purpose of funding legal services to defend legal challenges to the
internet live poker established under this chapter. The surcharge imposed under this

section must be suspended upon notification of the state treasurer to the attorney
. eneral that the balance in the attorney general legal defense fund has exceeded two

million dollars. The attorney general may reinstate the surcharge if the balance in the
fund is less than two million dollars.”

Page 2, underscore lines 21 and 22

Page 2, line 23, underscore "any other moneys collected under this chapter.®, replace

"Annually, all* with "The altorney general shall transfer twenty-five thousand dollars per
guarter from the internet live poker proceeds fund to the state treasurer for deposit in
the compulsive gambliing prevention and treatment fund under section 50-06-22. The
total amount transferred under this section to the compulsive gambling prevention and

treatment fund may not exceed two million dollars. All remaining®, and underscore
“moneys in the fund must be"

Page 2, underscore lines 24 through 31

Page 3, underscore lines 1 through 6
Page 3, after line 6, insert:

"Authority of attorney general. The attorney general may:

1. Inspect all sites or premises in which internet live poker is conducted.

2. Inspect alt internet live poker equipment or other items on a site or
. premises used to conduct or, to assist in the conducting of, internet live

poker.
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3. Seize and remove from a site or premises and impound any equipment,

supplies, or books and records for the purpose of examination and
inspection.

Demand access to and inspect, examine, photocopy, and audit all books
and records, stored data, software, and other data compilation in any form
of applicants or licensees concerning compliance with this chapter or rules
adopted by the attorney general. The attorney general may require a
licensee to reimburse the attorney general for the reasonable actual cost of

expenses incurred in conducting the inspection or audit.

[~

o

Based on reasonable grounds or written complaint, suspend, deny, or
revoke an application or license of the applicant or licensee or any officer,
director, agent, member, or employee of the applicant or licensee for a
violation of this chapter or rule adopted by the attorney general.

|

Impose a monetary fine on a licensee for failure to comply with this chagte
or any rule adopted by the attorney general,

I~

At any time within three years after any amount of fees, monetary fines, or
tax required to be paid under this chapter becomes due, bring a civil action

to coliect the amount due. An action may be brought regardless of whether
the person owing the fees, fines. or tax presently is licensed.

Institute an action in any district court for declaratory or injunctive relief
against a person, regardless of whether the person is an internet live poker
licensee, as the attorney general considers necessary to prevent
noncompliance with this chapter or the rules adopted by the attorney
general.

Joo

j©

RBequire the applicant or licensee to provide information and records in the
form and manner determined by the attorney general to determine
qualification for issuance of a license or to determine compliance with this
chapter and the rules adopted by the attorney general.

Location of licensee site, premises, records, and gguipment The internet
live poker licensee shall establish and maintain a physical site premises within the state
only and may not conduct internet live poker at sites or premises outside this state. The
licensee shall maintain within this state, in accordance with this chapter and rules
adopted by the attorney general, all servers. records, books, stored data, software,
hardware, compiled data, and any other equipment or items used to conduct internet
live poker.

Qualifications of licensee. |n addition to the qualifications required by this
chapter and to any rules adopted by the attorney general, to be licensed under this
chapter, a person must:

|_;

If an individual, be at least eighteen years of age;
Be of good character and reputation;

e

Have sufficient financial resources to support the activities required to
conduct intemet live poker under this chapter:

|~

Be current in the payment of all taxes, interest, and penalties owed to the
state, excluding items under formal dispute or appeal pursuant to
applicable statutes: and

&

If an organization, be authorized to conduct business in this state.
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Persons not qualified to be a licensee. A person may not be licensed by the
attorney general to conduct internet live poker under this chapter if the person:

1. Is an individual, an organization or any of the organization's officers or

. directors, or the employees or agents of an individual or an organization .

involved in the conduct of internet live poker in this state who had pled or

been found guilty or pled nolo contendere in this state or any other

jurisdiction to a criminal offense classified as a felony or an offense

authorizing the imposition of more than one year imprisonment, unless at

least ten vears have passed since satisfactory completion of the sentence

or probation imposed by the court for each offense:

ro

Has been found to have violated any provision of this chapter or any rule
adopted by the attorney general;

Has been found to have a backaround. including a criminal record, or prior
activities that pose a threat to the public interest of the state or to the
security and integrity of the conduct of internet live poker; create or
enhance the dangers of unsuitable, unfair, or illegal practices, methods,
and activities in the conduct of internet live poker; or present questionable
business practices and financial arrangements incidental to conduct
activities authorized by this chapter; or

o

4. Has knowingly made a false statement of material fact to the attorney
general.

Pe'rsons prohibited from playing internet live poker.

oker at a site licensed under this chapter. An internet live poker licensee .
may not permit an individual under the age of eighteen years to pla ‘
internet live poker and shall adopt internal controls and procedures
approved by the attorney general to block access to the site or to prohibit
play by those individuals.

. 1. Anindividual under the age of eighteen years may not play internet live

2. Alicensee or the licensee's officers, directors, partners, employees, or the
licensee's authorized agents may not play internet live poker at any site
licensed under this chapter.”

Page 3, underscore lines 7 through 31

Page 4, underscore lines 1 through 13

Page 4, line 14, underscore "implement this chapter" and remove "or who plays without first
obtaining a license from the"

Page 4, line 15, remove "attorney general in that individual's name® and underscore "is guilty of
a class B misdemeanor.”

Page 4, line 16, underscore “Internet live poker records - Confidential." and replace "All
records and information with respect to" with:

"{. The following information and records are confidential:

. a. Sales and income tax information, financial statements, and credit {,
reports of applicants and licensees; criminal and background check
information of the applicant, licensee, and other persons obtained by
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the attorney generatl in the application process; and application
information other than an applicant's name and address:

b. Internal control and security procedures and information on bids or
contractual data, the disclosure of which is harmful to the efforts of the

A e Ay e e e e ——,,—— e, —,— —— ———————————m

attorney general to contract for goods and services on favorable
terms; and

c. Personal information regarding and the identity of an internet live
poker player.

[

Information related to a person that owes a debt to the state or that has a

debt collected through a state agency which is made confidential by
another state law or rule remains confidential under this section.

[0

The information made confidential under this section may be disclosed
within the attorney general's office or to authorized persons in the proper
administration of this chapter or rules adopted by the attorney general or in
accordance with a judicial order.

SECTION 3. ATTORNEY GENERAL INTERNET LIVE POKER
IMPLEMENTATION AND OPERATING FUND - CONTINUING APPROPRIATION.
There is established an attorney general internet live poker implementation and
operating fund of one million dollars which consists of gifts, grants, and other funds
obtained from nongovernmental sources. The moneys deposited in the fund are
appropriated on a continuing basis to the attorney general for the purpose of paying the
costs and expenses associated with the implementation, administration, and
enforcement of this chapter incurred untit June 30, 2007. Expenditures may not be
made from the fund until the effective date of this Act and until the sum of one million
dollars has been deposited in the fund.”

Page 4, remove lines 17 through 20

Renumber accordingly

Page No. & 50295.0404




50295.0405 . Prepared by the Leglslative Council staff for
; ~ Title.OG0 0 : Senator Traynor
March 17, 2005

. PROPOSED AMENDMENTS TO ENGFIOSSED HOUSE BILL NO. 1509

Page 1, line 2, after "of" insert “internet”, after the first semicolon insert “to amend and reenact
‘section 50-06-22 of the North Dakota Century Code, relating to the compulsive
gambling prevention and treatment fund;*®, and after 'the second semicolon insert “to
provide a continuing appropriation;”

Page 1, after line 4, insert:

"SECTION 1. AMENDMENT. Section 50-06-22 of the North Dakota Century
Code is amended and reenacted as follows:

50-06-22. Compulsive gambling prevention and treatment fund -
Continuing appropriation. Funds deposited in the compulsive gambling prevention
and treatment fund under section 53-12-21 and section 2 of this Act are approprlated to
the department on a continuing basis for the purpose of providing the services under -
sectlon 50-06-21.°

Page 1, underscore line 7

Page t, line 8, underscore "1. "Adjusted gress proceeds” means any sums wagered®, replace
“in" wrth "by", and underscore *an internet live poker" and insert |mrned|ately thereatfter

“playe

| Page 1, Ime 9, remove "hand" and underscore "which may be retained by the licensed |ntemet
live poker establishment as"

Page 1, underscore lines 10 through 23

Page 1, line 24, underscore “regulation, and operation of internet live poker in the state.” and
insert immediately thereafter "The rules must include provisions concerning the financial
responsibility of persons licensed under this chapter, the conduct of intemet live poker,

recordkeeping, the establishment and maintenance of internal controls, security of the

infernet poker site, and the deposit and payment of moneys received and disbursed by
the licensee." :

Pege 2, line 1, underscore “Internet live poker sites" and insert imnmediately thereafter " -
License - User fee" and underscore "~ Tax."

Page 2, underscore lines 2 and 3

Page 2, line 4, underscore "sites in the state. The program must include a® and insert

immediately thereafter "nonrefundable license application fee of fifty thousand dollars
and. upon meeting the requirements for licensure, an annual®, underscore "license fee"
and insert immediately thereafter ® of twenty-five thousand dollars®, and underscore “for
each person that®

Page 2, line 5, underscore "operates an internet live poker site”, replace "ang" with ", _The -
license may be renewed annually upon compliance with this chapter and rules adopted
by the attorney general and payment of a twenty-five thousand dollar license renewal
fee. The licensee shall pay 1o the attorney general®, underscore "an annual®, replace
"hcensrng with "user®, and underscore "fee of ten dollars for
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Page 2, line 6, underscore "each player who plays internet live poker at a site. A single
annual®, replace "licensing” with *user®, and underscore “fee”

Page 2, underscore lines 7 through 16

Page 2, line 17, underscore "3. The licensed internet live poker establishment shall remit the .
tax" and insert immediately thereafter "and player user fees" and underscore “to the '
atiorney” '

Page 2, underscore line 18

Page 2, line 19, underscore "fees,” and insert immediately thereafter " player user fees,” and
underscore "and any other moneys collected under this chapter to the state treasurer

for"
Page 2, underscore line 20
Page 2, after line 20, insert:

“Internet live poker surcharge - Attorney general leqal defense fund
established - Continuing appropriation. A five percent surcharge is imposed on the
adjusted gross proceeds of each establishment authorized to conduct internet live poker
under this chapter. The licensed internet live poker establishment shali remitthe
surcharge to the attorney general on g guarterly basis. The attorney general shall remit
the surcharge to the state treasurer for deposit in the attorney general legal defense
fund. The moneys in the fund are appropriated on a continuing basis to the attorney
general for the purpose of funding legal services to defend legal challenges to the
internet live poker established under this chapter._The surcharge imposed under this

section must be suspended upon notification of the state treasurer to the attorney -
eneral that the balance in the attorney general legal defense fund has exceeded two

million dollars. The attorney general may reinstate the surcharae if the balance in the
fund is less than two million doliars.® ' _

Page 2, line 21, underscore “Internet live poker proceeds fund"® and insert immediately
thereafter "- Continuing appropriation® and underscore °, There is created in the
state treasury an internet" ‘

Page 2, underscore line 22

Page 2, line 23, underscore “any other moneys collected under this chapter.®, replace

“Annually, all* with “The attorney generat shall transfer twenty-five thousand dollars per

guarter from the internet live poker proceeds fund to the state treasurer for deposit in
the compulsive gambling prevention and treatment fund under section 50-06-22. The
total amount transferred under this section to the compulsive gambling prevention and

treatment fund may not exceed two million dollars. All remaining®, and underscore
‘moneys in the fund must be" ' .

Page 2, line 24, underscore "allocated® and insert immediately thereafter ® by the state treasurer -
and are provided as a standing and continuing approprigtion® and underscore “for:" :

Page 2, line 25, underscore "1. Annual transfer to the counties for direct property tax relief.”
and insert immediately thereafter " The percentage of each allocation under this

subsection to each county must be equal to the percentage that property taxes levied
by that county is of all county property taxes levied in the state.” and underscore "The

amount allocated"

Page 2, underscore lines 26 through 31 .
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Page 3, line 1, underscore "2. Annual transfers to" and replace “the common schools trust fund

: to become a part of the" with "school districts for direct property tax relief. The
percentage of each allocation under this subsection to each school district must be
equal to the percentage that property taxes levied by that school district is of all school
district property taxes levied in this state. The amount allocated to a school district
under this subsection must be subtracted from the school district's base year tax levy
under section 57-15-01.1 for the purpose of determining the school district's maximum
levy under section 57-15-01.1 and subtracted from the maximum levy in doliars that
would be produced by the maximum levy in mills under section 57-15-14."

Page 3, line 2, remove "principal of that fund.” and underscore "Transfers under this subsection
must equal twenty percent’

Page 3, underscore lines 3 through 6

Page 3, after line 6, insert:

"Authority of attorney general. The attorney general may:

1. Inspect all sites or premises in whrch internet live poker is conducted

2. Inspect all internet live poker equipment or other items on a site or
premises used to conduct or, to assist in the conducting of, internet live
poker.

o2

Seize and remove from a site or premises and impound any equipment,
supplies, or books and records for the purpose of examination and
inspection.

o

, - Demand access to and inspect, examine, photocopy. and audit all books
and records, stored data, software, and other data compilation in any form
of applicants or licensees concerning compliance with this chapter or rules
adopted by the attorney general. The attorney general may require a
licensee to reimburse the attorney general for the reasonable actual cost of
expenses mcurred in conducting the inspection or audit. -

o

Based on reasonable grounds or written complaint, susgend.' deny, or
revoke an application or license of the applicant or licensee or any officer,
director. agent, member, or employee of the applicant or licensee for a
violation of this chapter or rule adopted by the attormey general.

Impose a monetary fine on a licensee for failure to comply with this chapter
or any rule adopted by the attorney general.

[

[~

At any time within three vears after any amount of fees. monetary fines, or
tax required to be paid under this chapter becomes due, bring a civil action
to collect the amount due. An action may be brought regardless of whether
the person owing the fees, fines, or tax presently is licensed.

8. Institute an action in any district court for declaratory or injunctive relief
against a person, regardless of whether the person is an internet live poker
licensee, as the attorney general considers necessary to prevent
noncompliance with this chagter or the rules adopted by the attomey
general.

j©©

Require the applicant or licensee to provide information and records in the
form and manner determined by the attorney general to determin

qualification for jssuance of a license or to determine compliance with this
chapter and the rules adopted by the attorney general.
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.

Location of licensee site, premises. records. and equi ment. The internet
live poker licensee shall establish and maintain a physical site remises within the state

only and may not conduct internet live poker at sites or premises outside this state, The

licensee shall maintain within this state, in accordance with this chapter and rules

adopted by the attorney general, all servers, records, books. stored data software
hardware, compiled data, and any other equipment or items used to conduct internet

live poker. ‘

Qualifications of licensee. In addition to the qualifications required byr this
chapter and to any rules adopted by the attorney general, to be_licensed under this

chapter, a person must:

1. Ifanindividual, be at least eighteen years of age;
Be of good character and reputation;

Have sufficient financial resources to support the activities required to
conduct internet live poker under this chapter;

Be current in the payment of all taxes, interest, and penalties owed to the

state, excluding items under formal dispute or appeal pursuant to
applicable statutes: and ‘

5, If an organization, be authorized to conduct business in this state.

Persons not qualified to be a licensee. A person may not be licensed by the
attorney general to conduct internet live poker under this chapter if the person:

1. s an individual, an organization or any of the organization's officers or
directors, or the employees or agents of an individual or an organization
involved in the conduct of internet live poker in this state who had pled or
been found guilty or pled nolo contendere in this state or any other
jurisdiction to a criminal offense classified as a felony or an offense

authorizing the imposition of more than one vear imprisonment. uniess at

least ten years have passed since satisfactory completion of the sentence
or probation imposed by the court for each offense;

2. Has been found to have violated any provision of this chapter or any rule
adopted by the attorney generalk :

Has been found to have a background. including a criminal record, or prior

activities that pose a threat to the public interest of the state or to the

security and integrity of the conduct of internet live poker: create or

enhance the dangers of unsuitable, unfair, or illegal practices, methods,

and activities in the conduct of internet live poker: or present uestionable

business practices and financial arrangements incidental to conduct
activities authorized by this chapter; or ‘

4. Has knowingly made a false statement of materiaj fact to the attorney
|

aeneral.

Persons prohibited from p' laying internet live poker.

1. An individual under the age of eighteen vears mav not pla internet live
oker at a site ficensed under this chapter. An intemnet live oker licensee
may not permit an individual under the age of eighteen vears to pla
intermet live poker and shall ad