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RECOMMENDATION 

It is recommended that the City Council accept the following report related to the impact of card 
room gambling on crime in the City of San Jose for the period July 1,2005 to June 30,2006. 

OUTCOME 

Since the implementation of the Minimum Internal Control Standards (MICS) Regulations in March 
2005, these regulations have helped the card rooms in safeguarding their assets and ensuring 
credibility on the gaming operations. Now that the regulations have been in effect for 
approximately one and one half (1 %) years, the Card rooms and their respective employees have 
been able to learn and to adapt to these requirements and are able to operate under this highly 
controlled environment. The Card rooms have suggested that they have benefited from a higher 
level of operational efficiency as well. 

EXECUTIVE SUMMARY 

During this reporting period of July 1,2005 through June 30, 2006, there has been a noted decrease 
in calls for service and reported incidents at both Bay 101 and Garden City Card rooms as compared 
to the statistical information of the previous fiscal reporting period. Also, reported incidents 
involving arrests at Bay 101 have increased slightly and the number of arrests made at Garden City 
remains unchanged. This comparative analysis is compiled with information provided by the Crime 
Analysis Unit of the San Jose Police Department and is useful as one analytical tool for providing 
insight into each card room's management approach and attitude towards compliance, including the 
timeliness of reporting a crime and other issues relative to the City's regulatory program. The 
report details factors that may have affected the increaseldecrease of calls for service, reported 
incidents and reported incidents involving arrest. 

It should be noted that this report does not purport to document all crimes associated with the clubs, 
since a nuniber of crimes (Burglary, Robbery, Domestic Violence, etc.) occur as a result of 
gambling losses, gambling addictions, and other socio-economic factors, etc. which cannot be tied 
directly to any given club through our Records Management System. 
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BACKGROUND 

There are two Permitted card rooms in the City of San Jose: Sutter's Place, Inc., d.b.a. Bay 101 
Casino; and Garden City, Inc., d.b.a. Garden City Casino. Under Title 16, Section 16.04.050 of the 
San Jose Municipal Code, the Chief of Police is required to prepare an annual report evaluating the 
impact of card room gambling on crime in the San Jose metropolitan area. The annual report shall 
also evaluate any regulatory issues that the Chief of Police may wish to bring to the attention of the 
City Council. The report shall be presented to the City Council and made available to the general 
public. 

ANALYSIS 

Summaw of Crime Statistics for Bav 101 and Garden City for Fiscal Year 2005-2006 

The Sm Jose Police Department maintains records of all "reported incidents" and "calls for 
service." "Reported Incidents" are incidents in which a report is generated by a member of the 
public or a police officer. In order for a reported incident to be specifically attributed to a card 
room, the individual card room address must be noted on the police report as the location of 
occurrence. 

"Calls for Service" are calls requiring dispatch of a patrol unit. As with Reported Incidents, in order 
for a Call for Service to be specifically attributed to a card room, the individual card room address 
must be noted on the call for service as the location of occurrence. Only those statistics which can 
be directly related to the card rooms during Fiscal Year 2005-2006 are included in this report. The 
following statistics may not capture some Calls for Service or Reported Incidents that may be 
related to the card rooms but that occur away from the card rooms' physical locations (e.g. follow- 
home invasions and crimes arising from loan sharking). 

Note: "Reported Incidents" include incidents that may or may not have resulted in an arrest(s). Not 
all calls for service result in a reported incident. 



HONORABLE MAYOR AND CITY COUNCIL 
February 7,2007 
Subject: CARD ROOM ANNUAL REVIEW 

Calls for Service - Bav 101 

Bay 101 had 203 calls for service and 141 reported incidents. Of these, there was one (1) "Priority- 
1" call (danger to life or property). Of the calls for service, 26 resulted in arrests. In addition, there 
were three (3) self-initiated arrest by police officers for a total of 29 arrests at Bay 101. 
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arrests. In addition, there were four (4) self-initiated arrests by police officers which resulted in a 
total of 22 arrests at Garden City. 

Reported Incidents 

REPORTED INCIDENTS AT BAY 101 
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The graphs above reflect that during Fiscal Year '05-'06, Bay 101 experienced a decrease of fifty- 
three (53) Reported Incidents and Garden City experienced a decrease of thirty-two (32) Reported 
Incidents from prior Fiscal Year ('04-'05). A detailed record of Reported Incidents is listed in 
Attachments 1 and 2 for both Card rooms. 

As a result of on-going communications between the Division and the Card rooms, continuous 
training provided by the Division, and the card rooms' improved efforts to address and deter 
problems or crimes before they occur, reported incidents decreased during this fiscal year at Bay 
10 1 and Garden City. 

REPORTED INCIDENTS INVOLVING ARRESTS AT BAY 101 CARD CLUB 

IDENTS RESULTING IN INCIDENTS RESULTNG IN 

The above chart shows that there was a total of twenty-nine (29) police-initiated arrests made at Bay 
101, compared to a total of 203 calls for service generated by Bay 101. 
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REPORTED INCIDENTS INVOLVING A m S T S  AT GARDEN CITY CARD CLUB 

The above chart shows that there was a total of twenty-two (22) police-initiated arrests made at 
Garden City, compared to 119 calls for service generated by Garden City. 

Arrests Made At Bay 101 & Garden City 

FISCAL YEAR 

Per City Council request from Fiscal 04-05, the above chart reflects arrests occurring at both Bay 
101 and Garden City Casino per fiscal year. The top linear graph represents Bay 101 while the 
bottom graph represents Garden City. 
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Card Room Securitv Logs 

Our examination of the FY 2005-2006 data revealed that Bay 101 had zero (0) and Garden City had 
one (1) security log entry that did not match to those reports found in Police records. Upon further 
review, one (1) unaccounted for report, not found in Garden City records, which was found in the 
Department's Records Unit was identified as a DUI incidenttarrest that actually occurred on a 
roadway near Garden City Casino and was not an incident that occurred on the card room premises. 

Based on these results, it is clear that the standardization of categories of calls, log entries and on- 
going training provided by the Division and the cooperation between the Division and both card 
rooms, have for the most part, resolved the once troublesome discrepancies noted in previous 
reports. 

The Division of Gaming Control will continue to monitor the Card rooms on an on-going basis for 
compliance with the provisions of Title 16 and other rules and regulations of the Division of 
Gaming Control. 

Rules and Rewlations 

Since the implementation of the Accounting Regulation and Minimum Internal Control Standards 
Regulations (MICS) in March 2005, the Division has been monitoring the Card rooms' operations 
on a continuing basis, paying particular attention to any instances of non-compliance with the newly 
adopted regulations and the requirements of Title 16 of the San Jose Municipal Code. 

In connection with this compliance testing methodology using the MICS and the Card rooms' 
submitted Internal Control Documents as a guideline, the Division has detected intentional as well 
as inadvertent deviations from these regulations. As a result, the Division initiated 34 
administrative investigations during this reporting period and took administrative action, including 
the issuance of administrative citations and violation notices, against those persons responsible for 
the violation. 

It is clear that with the implementation of these regulations, the Division as well as the Card rooms 
are in a better position to monitor the Card room operations for frauds, errors, and irregularities. 
This in turn allows the Division to fulfill its regulatory responsibilities by maintaining public 
confidence in the integrity of card room operations in the City of San Jose. 

During this reporting period, the Administrator began the procedure for adopting a "Responsible 
Gaming Program1" Regulation. Part of the proposed program deals directly with promoting the 
identification and prevention of compulsive gambling, which includes an advertising campaign to 
educate the public on the personal and social costs of compulsive gambling. This program will 
enable the Division and the Card rooms to identify and assist those patrons andlor individuals that 
are affected by problem gambling. This regulation will also promote the prevention of compulsive 
gambling. 

1 This is in addition to the requirements set out in Chapter 16.48 that each card room has a responsible gaming program 
for employees and that each card room make available to patrons Gamblers Anonymous literature on compulsive 
gambling treatment proprams. 
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In connection with the implementation of the "Responsible Gaming Program," the Administrator 
has attended several conferences held by the National Center for Responsible Gaming, an institute 
for research on pathological gambling and related disorders. These conferences were useful in that 
they provide additional informationldata and treatment programs that are currently available from 
other legalized gaming jurisdictions. Additionally, the Administrator has provided input on the 
State of California's proposed regulations on problem gambling. In the State's requirement on the 
length of time the card rooms must be imposed on self-excluded individuals with a problem in 
gambling, the adoption of the City's problem gambling regulation has been postponed until such 
time the State has finalized and adopted its regulation to ensure that the City's proposed regulation 
does not conflict with that of the State's. 

In the interim, the Division has actively participated in public outreach events and attended 24 
community functions in and around the City of San Jose and formed partnerships with outside 
community organizations who are educating their members as to the dangers of problem gambling. 
It is the Division's goal to finalize the regulations and to implement a Responsible Gaming Program 
for Patrons during Fiscal Year 2006-2007. 

During Fiscal Year 2004-2005, several business entities inquired about acquiring the existing stock 
ownership interest of Garden City Casino. In anticipation for a potential transfer of stock 
ownership interest in any card room, the Administrator has included in the revised gaming license 
application an additional requirement for a cash flow projection analysis (both immediate and long 
term) to be submitted by the new applicant for a stock ownership in a card room. This analysis 
allows the Division to evaluate whether an applicant has the business probity and the requisite 
fmances to operate the Card room, and to minimize the risk of licensing an ownership entity with an 
inadequate monetary reserve to remain in business. On September 6, 2005, the Bankruptcy Court 
has approved the sales procedures of the Garden City Card room subject to over-bid procedures and 
final confirmation. Additionally, the Division is in the very preliminary stages of its licensing 
investigation on a group of four (4) investors who have filed stock ownership licensing applications 
to purchase Garden City. The cash flow projection analysis of each of the four (4) investors will 
assist the Administrator in making his final conclusion regarding the suitability of these purchasers. 

A Request for Quote (RFQ) was drafted and forwarded to the proper channel to hire an independent 
accounting/investigating firm to assist the Division in the financial investigation of these new 
investors. Additionally, the qualified firm will also be selected to assist the Division with quarterly 
and annual financial audit of the Card rooms as authorized under SJMC, Section 16.08.040 (B). In 
the interim while the RFQ was being finalized and approved, the Division began the initial phase of 
the financial background investigation of these four (4) investors utilizing existing Division 
resources. 

Industw Meetings 

The Division of Gaming Control continues to hold regularly scheduled meetings with management 
and staff of both Card rooms. Most meetings are also attended by representatives of the California 
Department of Justice, Division of Gaming Control; and California Gaming Control Commission 
Representatives. During these meetings, issues and concerns from all parties present are discussed 
in an open forum so that all perspectives are presented and a resolution is formulated. 
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Governmental Meetings 

During this fiscal period, the Administrator has provided several mitten comments and letters to the 
State of California Gambling Control Commission. In one particular letter, the Administrator 
expressed his concerns as to the state's interpretation with regard to an un-manned electronic 
gaming table and its electronic components that have all the characteristics of a slot machine which 
is prohibited under the California Penal Code. In addition, the Administrator also expressed his 
view that the un-manned electronic gaming table violated provisions of Title 16. As a result of the 
Administrator's letter, the manufacturerldistributor of the electronic gaming table has since 
withdrawn its intention to market this device within the City of San Jose. 

The Administrator has also shared his experience and views with other State and local law 
enforcement agencies matters concerning table game rules, slot and near-slot device testing 
procedures and other regulatory issues. 

Trainine of Card Room Personnel 

The Division of Gaming Control has provided and will continue to provide training, such as 
Department of Motor Vehicles training to identify counterfeit identification cards and U.S. Secret 
Service training to identify counterfeit currency for card room personnel in both formal and 
informal settings. This training has proven to be useful in minimizing potential problems arising 
from the card rooms' lack of knowledge or experience and has helped in preventing and/or 
identifying violations as they occurred. To date, this training has been well received by card room 
employees as well as management and new training topics are being identified for future training. 

Gamine License Investi~ations 

The Gaming Administrator has prescribed detailed suitability examination protocols for use in 
conducting background investigations on applicants for gaming licenses under the Gaming Control 
Regulatory Program. This licensing program is designed not only to test the applicants' civil and 
criminal backmound but also their financial historv as well. The financial examination vrotocols - 
assist the Administrator in determining whether or not an applicant possesses the requisite honesty, 
character, integrity, business judgment, and experience to meet the licensing standards set out in the - ~ 

ordinance. ~e protocols provide for an in-depth screening process to ensure that unsavory 
characters, criminals, or otherwise unqualified applicants are not or will not be associated with the 
legalized gaming operations in San Jose. 

During this reporting period, the Division has completed several extensive stockowners' and key 
employees' background investigations. The Administrator has recommended to the Chief of Police 
to grant one (1) key-employee license application, to deny one (1) key employee license 
application, and to renew one (1) key employeelstock owner license application. Additionally, 
several financial investigations have begun during this fiscal period including two (2) key 
employees at Bay 101 and Garden City, respectively, and the initial phase of the stockowners' 
application for the Garden City purchaserslinvestors. 

It is important to point out that the Division of Gaming Control has received cooperation from most 
license applicants of both Card rooms and expects this cooperation to continue. 
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Conclusion 

The Division of Gaming Control has found that the Card rooms have been diligent in their reporting 
of suspected crimes and/or irregularities to the San Jose Police Department. The accuracy and 
completeness of the reporting have improved noticeably during this fiscal period. Only one (1) 
discrepancy was noted between the card rooms' crime reports versus those generated by the Police 
Department. It is apparent that training provided to the Card rooms has helped in reaching this level 
of accuracy and the Division will continue to provide this support to the Card rooms. 

In-house training for patrol officers is also an on-going process. It will ensure that officers will stay 
cunent with the Card rooms' methods of operation and all the nuances associated with gambling. 
When performing premise checks, this training will enhance the officers' ability to carry out their 
functions as well as ensure regulatory compliance. 

Based on the forgoing, it is apparent that the Regulatory Program continues to develop. The 
Division of Gaming Control will continue to provide the strict hut necessary oversight over both 
Card rooms and their respective owners and employees in order to maintain the integrity of the 
gaming operations and, most important, the credibility of the City of San Jose. 

PUBLIC OUTREACH 

0 Criteria 1: Requires Council action on the use of public funds equal to $1 million or greater. 
(Required: Website Posting) 

0 Criteria 2: Adoption of a new or revised policy that may have implications for public health, 
safety, quality of life, or financial/economic vitality of the City. (Required: E-mail and 
Website Posting) 

0 Criteria 3: Consideration of proposed changes to service delivery, programs, staffing that 
may have impacts to community services and have been identified by staff, Council or a 
Community group that requires special outreach. (Required: E-mail, Website Posting, 
Community Meetings, Notice in appropriate newspapers) 

In anticipation of the adoption of the Responsible Gaming Program Regulation, the Division has 
been actively participating in various public outreach events such as the Vietnamese Tet Festival 
and the Community Resource Faire. Overall, the Division attended approximately 24 such 
community functions in and around the City of San Jose and formed partnerships with outside 
community organizations such as NICOS, Chinese Health Coalition, and AACI (Asian Americans 
for Community Involvement) who are educating their members on the dangers of problem 
gambling. 
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COORDINATION 

This report was prepared with the assistance of the San Jose Police Department's Crime Analysis 
Unit and the Fiscal Unit, and coordinated with the City Manager's Office, the City Attorney's 
Office, and the Planning Division. 

Not a project. 

ROBERT L. DAVIS 
Chief of Police 

RLD:RT:rt 

Attachments 

For further questions, please contact Sgt. Richard Fong in the Division of Gaming at 794-1474. 



Attachment 1 
Reported Incidents 

Bay 101 



Attachment 2 
Reported Incidents 

Garden City 




