LEAGUE OF
CALIFORNIA
CITIES

PUBLIC SAFETY POLICY COMMITTEE
Friday, June 10, 2022
9:30 am - 12:30 pm

Register for this meeting:
https://us06web.zoom.us/meeting/register/tZMrduGogqTIgEtQwdnQbkKYwZvYq7CoamW3R
Immediately after registering, you will receive a link and confirmation email to join the

meeting.
AGENDA
l. Welcome and Introductions

Speakers: Chair, Pippin Dew, Councilmember, Vallejo
Vice Chair, Ray Marquez, Councilmember, Chino Hills
Cal Cities President Cindy Silva, Mayor Pro Tem, Walnut Creek
Cal Cities Executive Director and CEO, Carolyn Coleman

Il. Public Comment

L. Proposition 64 Revenues & Expenditures Informational
Speaker: Legislative Analyst’s Office- Invited

V. General Briefing (Handout)

V. Legislative Agenda (Aftachment A) Action

California Sports Wagering Regulation and Unlawful Enforcement Act

Speakers: Jacob Mejia, Director of Public Affairs for the Pechanga Band of
Indians- Support
Tino Rossi, Statewide Coalition Director, NO on Eligible Tribal Gaming
Measure Campaign- Opposition

California Legalize Sports Betting and Revenue for Homelessness Prevention Fund

Speakers: Greg Campbell, Consultant, Californians for Solutions to Homelessness
and Mental Health Support- Support
Michael Saragosa, Advisor to the Protect Tribal Sovereignty & Safe
Gaming Committee- Opposition

VL. Legislative Update Informational
Speaker: Elisa Arcidiacono, Legislative Representative, Cal Cities

VIl.  Adjourn
Next Meeting: Staff will notify committee members after July 15 if the policy committee will

meet in September. If you have any questions, please contact Meg Desmond, Cal Cities
Associate Manager, Legislative Administration.

Brown Act Reminder: The League of California Cities’ Board of Directors has a policy of complying with the spirit of open meeting laws. Generally,
off-agenda items may be taken up only if:

1) Two-thirds of the policy committee members find a need for immediate action exists and the need to take action came to the attention of
the policy committee after the agenda was prepared (Note: If fewer than two-thirds of policy committee members are present, taking up
an off-agenda item requires a unanimous vote); or

2) A majority of the policy committee finds an emergency (for example: work stoppage or disaster) exists.

A majority of a city council may not, consistent with the Brown Act, discuss specific substantive issues among themselves at League meetfings. Any
such discussion is subject to the Brown Act and must occur in a meeting that complies with its requirements.



https://us06web.zoom.us/meeting/register/tZMrduGoqTIqEtQwdnQbkKYwZvYq7CoamW3R
https://www.oag.ca.gov/system/files/initiatives/pdfs/19-0029A1%20%28Sports%20Wagering%20%26amp%3B%20Gambling%29.pdf
https://oag.ca.gov/system/files/initiatives/pdfs/21-0017A1%20%28Sports%20Gambling%29.pdf
mailto:mdesmond@cacities.org

LEAGUE OF

CALIFORNIA
CITIES ATTACHMENT A

Public Safety Policy Committee
League of California Cities
June 10, 2022

Staff: Elisa Arcidiacono, Legislative Representative, (916) 720-8025
Nick Romo, Legislative Representative, (?16) 658-8232
Jessica Sankus, Senior Policy & Legislative Affairs Analyst, (916) 658-8283

1. California Sports Wagering Regulation and Unlawful Enforcement Act #19-0029A1.
Full text of the initiative is available here: #19-0029A1.

Official Ballot Measure Title: Authorizes New Types of Gambling. Initiative Constitutional
and Statutory Amendment.

Summary:

This measure would allow federally recognized Native American tribes to operate
roulette, dice games, and sports wagering on tribal land. Beginning in 2022, the
measure would also allow on-site sports wagering at only privately operated horse-
racing tfracks in four specified counties for persons 21 years or older.

Specifically, this measure would enact the following (in the order in which the initiative is
written):

e Authorizes roulette, dice games, and sports wagering on tribal land.

e Authorizes racetrack operators in Alameda, Los Angeles, Orange, and San Diego
counties to offer sports wagering (within specified parameters, with exclusions).

e Prohibits wagers on high school sport or athletic events.

e Levies a 10 percent tax on the daily net profits of racetrack operators from sports
wagering.

e Requires the California Department of Tax and Fee Administration to administer
and collect the tax.

e Establishes the California Sports Wagering Fund within the State Treasury and
specifies the annual appropriation of sports wagering tax revenue (see fiscal
impact section for more information).

e Prohibits individuals younger than 21 from participating in sports wagering.

e Creates a new civil penalty of up to $10,000 per violation for any person violating
Penal Code Sections 330 — 337z (Gaming code sections. Excludes sections 335
and 337).

e Authorizes any person or entity that is aware of any person violating Penal Code
Sections 330-337z to file a civil action in court against that person (after filing a
written request with the Attorney General to take action and the Attorney
General does not do so within 90 days).

e Prohibits advertising or marketing sports wagering to individuals younger than 21.

e Requires the Bureau of Gambling Control to investigate and audit all functions
and facilities operating sports wagering.



https://www.oag.ca.gov/system/files/initiatives/pdfs/19-0029A1%20%28Sports%20Wagering%20%26amp%3B%20Gambling%29.pdf
https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=PEN&division=&title=9.&part=1.&chapter=10.&article=

Background:

2018 Supreme Court ruling on sports betting

In 2018, the U.S. Supreme Court ruled on Murphy v. NCAA, and found that the federal
government could not require states to prohibit sports wagering, thereby overturning
the federal ban on sports wagering. Following the decision, sports betting is now on the
path to be legal in 30 states, including New York, Oregon, Washington, Colorado, and
lllinois.

The growing popularity of sports wagering including mobile wagering has fueled a
wave of initiatives across the country. In California, home to 19 major professional sports
teams (the most in the nation), some with global appeal, voters have shown some
support for legalizing sports betting. Distinct and separate from this ballot measure and
any related proposal, a recent Berkely Poll gauged voter opinions on legalizing sports
betting in the state and found the spread at: 45% Yes, 33% No, and 22% undecided. The
idea was more popular amongst men and most closely correlated to voter's interest
level in professional sports. Party preference did not closely correlate.

This ballot measure is sponsored by the Pechanga Band of Indians, Barona Band of
Mission Indians, Yocha Dehe Wintun Nation, and the Agua Caliente Band of Cahuilla
Indians. The proponents argue that the measure bolsters tribal sovereignty and self-
sufficiency and creates jobs and economic growth. Furthermore, proponents contend
that the measure establishes strong safeguards against underage and addictive
gambling while generating millions of dollars for the state.

Those opposed, including the California Contract Cities Association and a host of
veteran organizations, contend that the measure threatens local revenues for services
and jobs particularly those associated with cardrooms.

Fiscal Impact: Substantial.
This measure would enact the following revenue and tax provisions:
e Imposes a 10 percent tax on profits derived from sports wagering. Tax revenue
would be appropriated as follows:
o 15 percent: California Department of Health

i. Of these funds, the department may provide grants to cities and
counties for programs to address gambling and addiction.

i. Note: The text of the initiative refers to the “California Department
of Health” however, there is no such state entity. It is possible that
the author of the initiative intended to refer to either the California
Department of Health Care Services or the California Department
of Public Health.

o 15 percent: Bureau of Gambling Conftrol for enforcement of sport
wagering laws, including age and advertisement to minors restrictions.
o 70 percent: to the state General Fund for discretionary use.

According to the analysis produced by the Legislative Analyst's Office in January 2020,
the measure could result in tens of millions of dollars annually for the state. Estimating
the revenue that could be generated to state as a result of this initiative is challenging
because of the following factors:



https://escholarship.org/uc/item/1h98j234
https://lao.ca.gov/ballot/2019/190661.pdf

e |tis uncertain how the measure would be interpreted and implemented.

e The volume of engagement with in-person sports wagering is unknown.

e The scale of revenues resulting from the new civil penalty are unknown and will
likely be inconsistent.

The fiscal impact of this initiative on California’s cities will vary along a spectrum from
nonexistent to significant depending on the amount of gaming activity within and
adjacent to the municipality. The effect of this initiative on local governments will be
the net impact of the following factors:

e Potential increased revenues from the economic activity of individuals visiting or
traveling through a city with or adjacent to an authorized site to engage in sports
wagering (ancillary activities to sports wagering that otherwise would not have
occurred if not for the event of sports wagering), particularly for areas host to an
authorized racetrack or closely enroute to a tribal casino.

¢ Potential decreased revenues resulting from cardroom patrons choosing instead
to visit a site with authorized sports betting and other newly authorized games.

e Potential decreased revenues resulting from the new civil penalty negatively
affecting licensed cardrooms. New provisions would also allow for the Attorney
General to close a cardroom for up to 30 days at a time following a prescribed
process. This would cause significant fiscal issues for cardrooms and would be
reflected in subsequent business license and sales tax revenue remittances.

e Poftential increased costs for local law enforcement related to sports wagering
activities and related facilities.

In addition, the initiative includes a non-supplantation requirement for revenues derived
from sports wagering taxes.

According to an economic impact study prepared for the California Gaming
Association in October 2019, the cumulative economic impact (direct and indirect) of
the California cardroom industry is $5.6 billion in total, including $1.6 billion in wages and
more than 32,000 jobs. The study estimates $100.1 million annually in gaming tax
revenue for cities and nearly $400 million in state and local business taxes. However, the
study does not evaluate the effects of this ballot measure on the cardroom industry in
California.

There are 72 cardrooms located in dozens of cities across the state. Cities with
cardrooms can use the California Gaming Association’s economic impact report
interactive tool to see their cities’ estimated economic impact from cardrooms.

Staff Comments:

Implementation

The ballot measure includes an effective date of January 1, 2022, meaning that if the
measure passes in November 2022, it would take effect immediately. There is risk
inherent in the immediate authorization of on-site sports wagering in California without
sufficient time for the Department of Justice's Bureau of Gambling Control to recruit
and train staff to oversee and regulate the new activities and new gaming laws.
Furthermore, funding of the Bureau of Gambling Control’s activities related to
enforcement of new gaming laws is tied to receipt of sports wagering tax revenue.



https://gaming.guerrillaeconomics.net/res/Methodology.pdf
https://californiagamingassociation.org/cardroomimpact/
https://californiagamingassociation.org/cardroomimpact/

Moreover, it will take considerable time following November 2022 for the State
Department of Tax and Fee Administration to create the financial infrastructure to
administer and collect the new tax. At the earliest, an appropriation to the Bureau of
Gambling Conftrol for administration, oversight, and enforcement would be included in
the 2023 Budget Act, barring an emergency supplemental appropriation in the 2022-23
fiscal year. Given the unknown timing and scope of sports wagering tax revenue
receipts, a state appropriation may be difficult to assess (despite the requirement in the
initiative that appropriations of sports wagering tax revenue begin in fiscal year 2022-
23).

As noted above, the revenue that would be generated from sports wagering taxes is
unknown, and therefore it is uncertain whether 15 percent of sports wagering tax
revenue would sufficiently cover the cost to the state to oversee, regulate, and enforce
the new activities.

Finally, the initiative limits the use of sports wagering tax revenue by the Bureau of
Gambling Control, specifying that no more than 5 percent of the total funds
appropriated to the Bureau may be used for administrative activities. This restriction is
inconsistent with the oversight and enforcement activities that the initiative requires of
the Bureau, which are all administrative in nature. It is not clear what the remaining 95
percent of the total funds appropriated to the Bureau would be used for if the Bureau
may not spend those funds on oversight and enforcement.

City Impacts
Cities with privately owned racetracks within specific counties that may offer on-site

sports wagering or are located near tribal casinos could experience significant impacts
if these new activities commence, including new direct and indirect revenues and jobs.
Concerns and costs may also arise should expanded gambling begin without sufficient
oversight, regulation, and enforcement from the Bureau of Gambling Control.

It is noteworthy that one of the authorized expenditures of sports wagering tax revenue
from the 15 percent allocation to the Department of Health (see note above regarding
the “"Department of Health”) is grants to counties and cities for local programs to
address gambling addiction and mental health. The extent to which cities provide
services to support individuals with gambling addiction is unknown but increased funds
for those services may be beneficial to increasing the prevalence of these programs
and mitigating the negative externalities of sports wagering activity.

Staff notes that the new civil penalty authorized by this initiative applies to all state
gaming laws and is not exclusive to sports wagering. The new enforcement mechanism
for gaming laws may negatively impact cities with significant gaming activity, such as
those host to card rooms or adjacent to tribal casinos and racetracks. Furthermore, the
inclusion of additional and expanded enforcement of existing gambling laws for
operators not allowed to provide sports wagering does not seem germane to the main
question of the ballot measure. In effect, the measure expands the gambling
allowances for specific entities (tribes and racetracks) while also limiting the games and
wagers others are allowed to provide and strengthening enforcement of existing laws
for those who will not enjoy any new benefits. For example, provisions would allow for



the Attorney General to close down an operator (ex. cardroom) for up to 30 days at a
time following a prescribed process. This would cause significant fiscal issues for
cardrooms and would be reflected in subsequent business license and sales tax
revenue remittances.

In regard to any potential increased costs to local law enforcement, the measure does
not provide offsetting revenues.

Expanded Gambling Options and Alternatives

Furthermore, the committee may also wish to consider the direct and indirect impact of
expanded gambling permissions within tribal casinos and on racetrack properties. The
initiative makes several efforts to protect against negative externalities such as
underage gambling, gambling addiction and related mental health issues but the
effectiveness of these safeguards are unknown. The committee may consider whether
the initiative provides reasonable public health and safety protection that offset the
fiscal benefits of expanded wagering.

The committee may also wish to consider whether sports wagering should be legal in
the state, and whether in-person sports wagering is a better, neutral, or worse
alternative to mobile/remote sports wagering.

Support: (Additional Support)

Pechanga Indian Reservation

Barona Band of Mission Indians

Yocha Dehe Wintun Nation

Agua Caliente Band of Cahuilla Indians Tribal Council
California Young Democrats

California District Attorneys Association

Deputy Sheriff's Association of San Diego County

San Diego Police Officers Association

City of Winters

Oppose: (Additional Opposition)

California Contract Cities Association

Gateway Cities Council of Government

South Bay Cities Council of Government

City of Bell Gardens

City of Commerce

City of Cudahy

City of Hawaiian Gardens

Cities for Self-Reliance Joint Powers Authority
AMVETS and Additional Veteran Organizations (Link)

Committee Recommendation:


https://yestribalsportswagering.com/wp-content/uploads/2022/05/TribalSportsWageringAct_CoalitionList_20220526.pdf
https://tasimcoalition.org/wp-content/uploads/2022/03/LOCAL-GOV-Press-Release.pdf
https://tasimcoalition.org/wp-content/uploads/2022/03/FINAL-Vets-Press-Release_3.29.22-2-1.pdf

2. California Legalize Sports Betting and Revenue for Homelessness Prevention Fund
#21-0017A1. Full text of the initiative is available here: #21-0017A1.

Official Ballot Measure Title: Allows Online and Mobile Sports Wagering. Initiative
Constitutional Amendment and Statute.

Summary:

This measure would authorize online sports wagering in California for individuals 21 years
of age or older. However, the measure only allows online sports wagering if conducted
in conjunction with a gaming tribe, an online sports betting platform provider with an
operating agreement with a tribe, or a qualified gaming entity with a market access
agreement with a fribe. The initiative also imposes licensing fees and taxes payable to
the state.

Specifically, this measure would enact the following (in the order in which the initiative is
written):

e Tribes and online sports betting platforms pay a one-time initial license fee of $10
million and a license renewal fee of $1 million every five years.

e Gaming entities will be required to pay a one-time initial license fee of $100
million and a license renewal fee of $10 million every five years.

e Imposes a 10 percent tax on entities offering online sports wagering.

e Prohibits other state or local taxes being imposed on sports wagering.

e Excludes online sports wagering tax revenues from the constitutional spending
requirements for K-14 education (Proposition 98).

e Imposes a 15 percent tax on the winnings of those who engage in unlawful sports
wagering.

e Establishes the California Online Sports Betting Trust Fund in the state treasury.

e Requires 85 percent of online sports wagering tax revenues to be allocated to
the Homeless Housing, Assistance, and Prevention Program (HHAPP) for
permanent housing, inferim housing, and supportive services.

e Requires 15 percent of online sports wagering tax revenues to be allocated to
non-gaming tribes.

e Creates the Division of Online Sports Betting Control within the California
Department of Justice and includes specific parameters and requirements for
the operation and regulation of online sports wagering in the state (protection of
minors; consumer protfections; advertising; etc.)

Background:

2018 Supreme Court ruling on sports betting: In 2018, the U.S. Supreme Court ruled on
Murphy v. NCAA, and found that the federal government could not require states to
prohibit sports wagering, thereby overturning the federal ban on sports wagering.
Following the decision, sports betting is now on the path to be legal in 30 states,
including New York, Oregon, Washington, Colorado, and lllinois.

The growing popularity of sports wagering including mobile wagering has fueled a
wave of initiatives across the country. In California, home to 19 major professional sports
teams (the most in the nation), some with global appeal, voters have shown some
support for legalizing sports betting. Distinct from this ballot measure and any related



https://oag.ca.gov/system/files/initiatives/pdfs/21-0017A1%20%28Sports%20Gambling%29.pdf

proposal, a recent Berkely Poll gauged voter opinions on legalizing sports betting in the
state and found the spread at: 45% Yes, 33% No, and 22% undecided. The idea was
more popular amongst men and most closely correlated to voter's interest level in
professional sports. Party preference did not closely correlate.

The Homeless Housing, Assistance, and Prevention Program (HHAPP): A state program
administered by the Homelessness Coordinating and Financing Council (HCFC) which
supports regional coordination to address homelessness challenges. Funding provided
to continuums of care, counties, and cities. 80 percent of the funding goes to cities
and counties based upon their proportionate share of the homeless population in the
state; 2 percent to tribes; and 18 percent to the HCFC for discretionary bonuses to
recipients who meet homelessness goals they have set for themselves. The HHAPP
received $1 billion in 2021-22 fiscal year; and will receive $1 billion in the 2022-23 fiscall
year.

This ballot measure is supported by a codlition of large city mayors, homelessness
advocates and large entertainment companies. The proponents argue that the
measure guarantees hundreds of million of dollars each year to fight homelessness and
fund mental health freatment while tightly regulating online sports betting.

Those opposed, including native fribes, housing advocates, chambers of commerce
and teachers, contend that the measure authorizes a massive explosion of online
gambling—turning virtually every cell phone, tablet and laptop in California into a
gambling device. Opponents are also critical of the extent to which revenue derived
from this measure would serve as a solution for addressing homelessness.

Fiscal Impact:

According to the analysis produced by the Legislative Analyst's Office in October 2021,
state revenues could potentially reach the mid-hundreds of millions of dollars annually
from online sports wagering taxes, licensing fees, and penalties. Estimating the revenue
that could be generated to state as a result of this initiative is challenging because of
the following factors:

e |tis uncertain how the measure would be interpreted and implemented.

e Consumer behavior and participation in online sports wagering is difficult to
predict.

e Could result in net shifting of revenues between the state and local government
rather than overall revenue increases. Consumers may choose o spend
disposable income on online sports wagering (tax revenue exclusively to the
state) instead of shopping for other taxable goods (sales tax allocated to the
state and local governments).

The effect of this initiative on local governments is ultimately unknown. However, it is
likely that the net impact will be a result of the following factors:

e Potential increased revenues from the economic activity of individuals visiting a
city from out of state to engage in online sports wagering (ancillary activities to
sports wagering that otherwise would not have occurred if not for the event of
sports wagering).


https://escholarship.org/uc/item/1h98j234
https://lao.ca.gov/ballot/2021/210494.pdf

e Potential increased costs for local governments to provide assistance to
individuals who develop gambling addictions (community services, law
enforcement, etc.)

Staff Comments:

Implementation

The initiative includes language that confirms that if this measure and #19-0029A1
(sports wagering on tribal lands and at privately operating horse-racing tracks) are
approved by the voter, they both take effect and are not in conflict.

This initiative establishes, within the Department of Justice, a new Division of Online
Sports Betting Control and grants this new entity exclusive power to implement and
enforce online sports betting in California, usurping the existing authority of the Bureau
of Gambling Control. Should measure 19-0029-A1 also pass in November 2022, on-site
sports wagering, and online sports wagering would be subject to oversight by separate
state enforcement entities and would be subject to separate, independent regulations.
The committee may wish to consider how this will affect consistent and thorough
oversight and enforcement of the industry.

The committee may also wish to consider the makeup of the newly established Online
Sports Betting Independent Advisory Committee, which would advise and make
recommendations to the Division of Online Sports Betting Control regarding regulations
and oversight of the industry. Representatives from the online gambling industry have
considerable representation and authority within the advisory committee.

City Impacts

Given the high tax and fee threshold for a company to legally provide mobile and
online betting in the state, the initiative will likely restrict access to a small number of
entities. Such high barriers will likely concentrate the direct and induced positive
impacts of the initiative some of which have presence out-of-state; relatedly the
concentration of licenses and growing popularity of online betting may result in
reduced activity at tribal casinos and cardrooms not able to buy into the legal mobile
and online betting structure. Reduced activity would be reflected in subsequent
business license and sales tax revenue remittances.

Expanded Gambling Options and Alternatives

The committee may wish to consider the direct and indirect impact of expanded
mobile and online gambling permissions and whether the initiative provides reasonable
public health and safety protections that offset the fiscal benefits.

The committee may also wish to consider whether sports wagering should be legal in
the state, and whether online wagering is a better, neutral, or worse alternative to in-
person wagering.



Support: (Additional Support)

Jerry Dyer, Mayor, Fresno

Robert Garcia, Mayor, Long Beach
Libby Schaaf, Mayor, Oakland

Darrell Steinberg, Mayor, Sacramento

Opposition: (Additional Opposition)

Agua Caliente Band of Cahuilla Indians

Barona Band of Mission Indians

Rincon Band of Luiseno Indians

San Manuel Band of Mission Indians

Yocha Dehe Wintun Nation

California Teachers Association

American Indian Chamber of Commerce of California
California Asian Pacific Chamber of Commerce
California Black Chamber of Commerce

California Hispanic Chambers of Commerce

Central Valley Latino Mayors & Elected Officials Coalition

Committee Recommendation:


https://casolutions.org/?ms=ads-220324-gs-phase1-acq&gclid=CjwKCAjw9LSSBhBsEiwAKtf0nx2aD3I1NnDW406RDta5BgQqRVnA_eXpKjC9FL9Xc-pWlvaagvP3vRoCTi4QAvD_BwE
https://stoponlinegamblingprop.com/our-coalition/



