




















Net Gambling Receipts
for Gambling in
Washington State in Fiscal Year 2008

Net Receipts = Gross receipts minus prizes paid

2% 1%
Horse Racing Bingo 4%
PB/PT

Less than
half of 1%

Tribal Casinos Ratfles/FRE's
Bingo 11.7 Million
Punch boards/Pull-Tabs (PB/PT)  90.9
Card Rooms 277.8
Raffles/Fund-Raising Events 4.4
Tribal Casinos (estimated) 1,479.5
Lottery 206.2
Horse Racing 38.3
Total $2.109 Billion

Gambling Tax

State law allows cities, counties or towns to tax
gambling. Licensees reported paying about

$39 million (about $1 million less than last year)
in local gambling taxes for the fiscal year ending
June 30, 2008.

Card rooms reported paying $28.1 million in
gambling taxes to local governments in 2008, which
was about the same as in 2007.

Punch board/pull-tab taxes declined 7.4%, from
$11.3 to $10.4 million.

Bingo taxes declined 20.7%, from $535,566 to
$424,470.

Business and Occupation Tax

The state does not collect a gambling tax, but does
collect a B&O tax. Card room, punch board/pull-
tab and bingo licensees are estimated to have paid

approximately $5.7 million in B&O taxes in fiscal
year 2008.

In July 2005, licensed operators with gross income of

more than $50,000 began paying a tax to help fund
problem gambling awareness, education and treatment.

Tribal Gaming

In the fall of 1988, President
Reagan signed into law the
Indian Gaming Regulatory Act
#  (IGRA). This Federal Act
confirmed the rights of Tribes

| to conduct gaming on Tribal
lands through agreements with
the state (Tribal-State Gaming
Compacts) and established a statutory framework for the
regulation of Indian Gaming.

IGRA requires the state to negotiate in good faith with
Indian Tribes to provide the opportunity to engage in
casino type gambling activities that are allowed in some
form in the State of Washington.

The Tribes are only allowed to engage in these activities
through a compact with the State.

Under state law, the Director has been delegated the
responsibility to negotiate these compacts and the
Commission jointly regulates these activities with the Tribes.
A federal agency, the National Indian Gaming Commission,
also regulates the Tribes.

The Commission’ licensing division certifies tribal casino
employees. The Commissions tribal gaming agents provide
on-site enforcement and regulation. Undercover agents
circulate through the casinos.

Since 1992, the state has certified nearly 25,000 individuals
to work in Tribal casinos; almost 10,500 of these individuals
are currently certified.

There are 29 federally recognized Tribes in Washington.
28 of those Tribes have successfully negotiated a Tribal-
State Compact to offer Class I1I Nevada-style gaming.
Of those Tribes, 17 are currently operating one casino,
the Puyallup Tribe, the Spokane Tribe, the Tulalip Tribe,
and the Muckleshoot Tribe are each operating two
casinos, and the Colville Tribe is operating three casinos,
for a total of 28 Tribal casinos in the state.

The only Tribe that does not have a compact is the
Cowlitz Tribe in Southwest Washington.

Tribal Lottery Machines

From the outset of gaming compact
negotiations, there was disagreement
between the state and Tribes on whether
machine gambling was legal in Washington.

In 1994, in an effort to resolve this, several
Tribes, then-Governor Lowry and then-
Attorney General Gregoire asked a federal
court to determine what types of gambling
devices, if any, were permitted under
Washington %tate law.

In 1997, the court ruled slot machines
weren't ledgal, but other devices may be
permitted.

After a year of negotiations between the state and twelve Tribes,
a Compact Amendment was approved for machine gambling that
was modeled after the Washington State Lottery's scratch ticket
games.

They look like a slot machine; however, unlike a slot machine,
the Tribal Lottery Machines are linked to a central computer and
the winners are pulled from a pool of pre-determined winners.
Tribes began operating the machines in June of 1999.

Each Tribe is allotted 975 machines.

Tribes may lease or purchase the rights to additional machines
from other Tribes and can rypicaﬁy operate up to 2,500 or
3,500 machines, depending on the compact.

Currently, Tribes operate over 21,000-machines.

If all Tribes operated the maximum amount allowed, they
could operate 27,300 machines in total.

The Gambling Commission’s Electronic Gambling Lab tests
electronic equipment related to gambling for compliance and
and integrity.

Growth of Tribal Lottery System

21,544 Terminals in play (December 2008)
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Over 21,000 machines in play at tribal casinos in 12/08
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Pegyy Ann Bierbaum
Commission Chair
Appointed July 2005

Term expires June 2011

Commissioner Bierbaum is an
attorney in private practice in
Port Townsend. She is from
Chicago and moved to Seattle
in 1988. She has lived in
Quilcene since 1999.

Keven Rojecki,
Commission Vice Chair
Appointed July 2006

Term expires June 2012

Commissioner Rojecki is a
15-year veteran firefighter
with the SeaTac Fire
Department, and is a
legislative liaison with the
Washington State Council
of Firefighters.
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John Ellis, Commissioner
Appointed February 2005 - Term expires June 2013

Commissioner Ellis retired from
the Attorney General’s Office after
28 years and served as a Deputy
Director for the Attorney General.
He has practiced in his own law
firm since 2001.

Alan Parker, Commissioner
Appointed May 2000 - Term expires June 2009

Commissioner Parker is
an attorney and a faculty member
| | of The Evergreen State College,
. g where he serves as Director of the
Northwest Indian Applied Research
Institute.

Mike Amos, Commissioner
Appointed September 2008 - Term expires June 2014

Commissioner Mike Amos retired
from the Yakima Police Department
as patrol sergeant after 37 years of
duty. He is Vice-President of the
Eastern Washington State Lodge of
the Fraternal Order of Police.

Ex Officio Members

Senator Margarita Prentice, 11th District
Senator Jerome Delvin, 8th District
Representative Geoff Simpson, 47th District
Representative Gary Alexander, 20th District

F Who We Are

The Washington State Gambling Commission s the second oldest
gambling regulatory agency in the nation.

“The Legislature created the Gambling Commission in 1973 aftera

series of gambling related scandals.

Five citizens are appointed by the Governor, with the consent
of the Senate, to act as part-time Commissioners, for a

single six-year term.

Once appointed, a Commissioner can only be removed for
cause by a subcommittee appointed by the Chief of the
Supreme Court.

This structure ensures the Commission maintains an arm's
length distance from the political structure.

Four members of the Legislature act as ex officio

members and only vote to approve or amend Tribal-State
Gaming Compacts.

The Commission appoints a director, who appoints

agency staff. Of the 166 full-time positions authorized,

97 are commissioned law enforcement officers responsible for
enforcing gambling laws.

What We Do

We are a law enforcement, licensing and regulatory agency. The
statute on which the Gambling Commission was founded (RCW
9.46) gives us the responsibility and authority to regulate gamblin;
in Was%)ingwn State; except for Horse Racing and the Lottery; whici
have separate Commissions.

We meet our mission of “Protecting the Public by Ensuring that

Gambling is Legal and Honest” in a number of ways.

+ We do everything from criminal background checks, to
on-site ‘spot’ checks, to in-depth records reviews.

* Wealso investigate crimes, such as theft, cheating and bookmaking.

Underage Emphasis Patrols

In 2004, we began emphasis patrols to determine if house-banked
card roms were allowing minors to gamble. Our agents work with
underage operatives who try to enter card rooms and gamble. The
inspections are often done in partnership with the Liquor Control
Board and the operative also tries to purchase liquor.

Compliance

At first, the percentage of card rooms passing inspections was low;
it has steadily improved.

Year  Inspections Passed Inspection

2004 16 44%

2005 42 55%

2006 76 58%

2007 92 72%

2008 105 78%
Penalties

Ist Violation: Citations are given to the card dealer and card room
operator with a $200-8300 fine.

2nd Violation within a year: Administrative charges are isuued which
may result in a suspension of the gambling license, 2 fine, or both.

Training

Ealier this year, our agents and Li&uor Control Board agents trained
card room operators and their staff on ways to prevent minors from
gambling and purchasing alcohol, and how to determine a valid ID
from a fake one.

House-Banked Card Games

In 1997, legislation passed authorizing Nevada-style card games,
such as Blackjack, in commercial card rooms.

Prior to 1997, commercial
card rooms were limited to
card games in which
customers played among
themselves, such as poker.
The “house” was not
directly involved with the
game. A card room operator profited from the game by collecting
a chair fee from players, based on time.

Since 1997, we have received over 279 applications for house-
banked card games and issued over 156 licenses. As new card
rooms open and others close, the number at any given time
fluctuates. Between 2003 and 2006, the average number of
house-banked card rooms was 93. In 2007, there were 84 and
by the end of 2008 there were 80.

The number of applications pending s usually one or two.

Card rooms employ over 7,000 licensed employecs.

Card rooms can operate up to 15 tables and betting limits are
capped at $300. Most locations in Western Washington are
licensed to operate an average of 13 tables. In Eastern
Washington, the average is 11 tables.

lllegal Gambling We
Investigate

Bookmaking - accepting bets on sporting events and
charging a fee on losing bets.

llegal card or dice games - charging or collecting a fee
beyond personal winnings. These games are legal if no
fee is collected.

Loansharking and money laundering related to gambling
activities.

Animal fights that involve betting, such as dog or cockfights.

Internet gambling.

Did you know that in 2008...

Field Operations investigated 375 complaints from the public
and initiated 570 additional investigations to ensure gambling
was operating legally and honestly.
As a result of these investigations:
* 750 violations of gambling rules and laws were found
* 136 criminal violations were found
* 70 criminal cases were sent to prosecutors
Additionally, field staff inspected 4,356 licensed organizations
to ensure gambling was operating correctly.
Legal Division issued administrative charges to revoke or
suspend the following gambling licenses after it was determined
gambling laws or rules were violated:
* 68 organizations (such as card rooms and pull-tab operators)
* 35 individuals (such as card dealers and distributor
representatives)

Local Governments
Banning Gambling

Under state law, the Gambling
Commission has exclusive
authority for the licensing of
gambling activities.
Cities and counties may prohibit
i -, any and all dgambhng activities,
but may not change the scope of activities allowed by a Eamblmg
license. Since house-banked card rooms were introduced in 1997,
about 70 jurisdictions have banned card rooms.
Authority to zone card rooms in certain areas, and allow existing card
rooms but prohibit new ones (grandfathering) has been the subject of
much debate and some lawsuits.
At this time, we are aware of the following restrictions in city/county
ordinances relating to card rooms:
Bans: 54 Zoning Restrictions: 11
Grandfather with sunset clause: 1

Grandfather: 4

Moratorium: 1
There have now been several cases interpreting the laws.

In 2003, the Court of Appeals, Division 1, struck down the City
of Edmonds’ ordinance which had grandfather and sunset clauses.
In 2003, Pierce County Superior Court ruled in favor of a card
room and enjoined the county from enforcing the grandfather clause
in their ordinance for five years. The Court of Appeals overturned
this. The Supreme Court cﬁ;clined to review the decision.
In September 2004, a King County Superior Court judge struck
down the City of Kenmore's ordinance which had a moratorium
and grandfather clause. The city banned all commercial card rooms
effective 12-29-05. The U.S. Court of Appeals, Ninth Circuit
issued a temporary restraining order against the ban. The case is
ending before the King County Superior Court and the United
giates éourt of Appeals, Ninth Circuit.
In October 1999, the City of Tacoma banned card rooms effective
1-1-06. A Pierce County Superior Court Judge ruled the card
rooms could remain open until a special election was held so voters
could decide if the card rooms should stay open. The election was
held September 2006 and the initiative did not pass. The three card
rooms that were operating in Tacoma closed their doors.

Background Investigations

To ensure crime does not gain a foothold in Washington, our

background investigations are among the most thorough in the nation.

We conduct criminal background investigations on nearly everyone
involved in a gambling business.
* For commercial businesses, we trace funds to ensure the money
is from a legitimate source.
For charitable and nonprofit organizations, we ensure funds are
used as intended by state law.
We licensed almost 3,700 commercial and charitable/nonprofit
organizations in 2008.
We regulate over 17,500 individuals (such as dealers) in
the tri%a] and non-tribal gambling industry. This is up from
16,500 in 2007. In 2006, we licensed/certified over 17,000
individuals, up from 14,000 in 2004, 13,400 in 2003, and
12,000 in 2000.
In2008: 22,300 Criminal history checks
3,728 Fingerprint cards processed
358  Applicants did not qualify for a license

Rick Day

Director (360) 486-3446

RickD@wsgc.wa.gov

Rick was appointed Director of

agency in August 2001. He was born and
raised in Montana and graduated from
Montana State University with a degree in
Sociology/Criminal Justice. He has a Masters
degree n Public Administration from the
University of Washington. Rick began his
law enforcement career as a police officer in
Montana. He has worked in the criminal
justice system for over 31 years, 21 of which were in law enforcement-
regulatory work involving tobacco, liquor, and gambling investigations.

Amy B. Hunter

Legislative Liaison and Administrator for the
Communications and Legal Division (360) 486-3463
AmyB@wsgc.wa.gov

Amy has been with the agency since 1994.
Shﬂ oversees [hf agency’x ltgal dﬁpanmfnf
and communication functions and has
worked on legislative issues since 1998. Amy
graduated from Kansas State University with
adegree in Sociology/Criminal Justice and
has a law degree from the University of Puget
Sound School of Law.

Other staff that can assist you
with legislative questions:
Dave Trujillo, Assistant Director,

Licensing Operations Division: (360) 486-3512
DaveT@wsgc.wa.gov

Terry Westhoff, Administrator;

Business Operations Division: (360) 486-3488
TerryW@vwsgc.wa.gov

Arlene Dennistoun, Staff Attorney,
Communications and Legal Division: (360) 486-3469
ArleneD@wsge.wa.gov

Agency Funding Source

We are a non-general fund and a non-appropriated agency.
No taxes are used to fund the agency. We are funded through
licensing and regulatory fees paid by licensees and tribal
governments.

We reduced 8 FTEs and nearly $900,000 from our previously
approved FY09 levels. This reduces both staff and expenditures
by about 5%.

Mission: Protect the Public by Ensuring that Gambling is Legal and Honest





