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ATTORNEY GENERAL’S ADVISORY ON POKER TOURNAMENTS

June 30, 2005

The rising pepularity of games such as Texas Hold’em and other forms of poker has
led to an Increase In poker tournaments, many of themn organized by charitles for
fundralsing purposes, For those who wish to hold such tournaments, this Advisory is
Intended as & gulde to help distingulsh batween poker tournaments that are lllegal
and subject to prosecutlon In Massachusetts, and those that are legal.

Poker tournaments In Massachusetls are llega! If they violate elther the lottery or
betting prohiblitions of the Massachusetts General Laws. This requlres an analysls of
two geparate statutory provisiens.

First, sectlon 7 of Chapter 271 generally prohiblts lotteries. Lotterlas involve games
of chance In which contestants pay money or something else of value for the
opportunity to win prizes. Assuming that poker is a game of chance, section 7
prohlblts all poker tournaments In which players pay an entry fee or something eise
of value to play a game which offers prizes to the winner(s). The leglsiature has
carved out one Important exceptlon to this broad prohibition, Quallfying non-profit
organizations are permitted to operate lotterles for fundralsing purpeses If they meat
cartaln conditions and obtaln s permit under section 7A of Chapter 271,

Second, sectlon 17 of Chapter 271 prohibits anyone from registering bets, or buying
or selling pools, on the result of poker hands, games or tournaments. Even &
qualifying nen-profit organization cannot operate a poker tournament In which
players or spectaters bet money or anything else of value on hands, or In which
prizes come from a pool of money or something else of value based on the number
of people who play, or the amount of proceeds collectad.

L. A poker tournament Is illegal if It Is operated as a lottery.
Except for certain qualifying non-profit organizations that are Issued a lottery permit

under section 7A of Chapter 271 (discussed below In greater detall), It Is llegal to
set up or promote a lottery In which players pay to play a game where winning
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somathing of value Is *dapandant upon or connected with chance by lot, dice,
numbers, game, hazard or other gambling device.” G.L. ¢. 271, § 7, Agamels an
Nlegal lottery if:

» Players pay something of value to play the game. This Includes players wha
are charged an entry fee, are required to make a charitable contribution, or
bet money or anything else of value during the course of the game;

e The game Is consldered a game of chance; and

e Winning players recelve something of value.

Even If the game Involves some level of skill, It may still be a lottery. "The simplest
form of lottery is, perhaps, a game depending wholly on chance in which the skill of
the player Is not a factor . . . . The mere fact that skill as well as chance may enter
Into 8 game, however, does not prevent It from being a lottery . . . . WIth reference
to cases where both elements are present, the rule generally stated Is that If the
element of chance rather than that of skill predominates, the game may be found to
be a lottery.”? At least ons court has ruled that under Massachusetts law, chance
predominates over skill In video peker games and, as such, they are illegal lotterles.?
Massachusetts appellate courts have not been called upon to determine whether
traditional forms of poker are considered games of chance rather than sklil.

Assuming that all forms of poker are games of chance, It Is illegal to promote,
operate or play In a poker tournament If a) players pay an entry fée, bet, or
otherwise contribute something of value to play and b) prizes of cash or something
else of value are awarded to winning players. The only exception to this prohibltion
Involves fundralsing activities by certaln non-profit organizations Issued lottery
permits under section 7A of Chapter 271.

Of course, If players do not pay an entry fee, bet, or otherwise contrlbute something
of value to play In a poker tournament, It does not constitute a lottery. A poker
tournament In which particlpants pay nothing to play (meaning players nelther pay
an entry fee nor bet money durlng the game) may award prizes to winning players.

II. A poker tournament that would otherwlise be an illegal lottery in
Massachusetts Is legal when operated by a properly licensed quallfying non-
profit organization.

Section 7A of Chapter 271 allows certaln qualifying arganizations to hold special
events, known as “bazears,” for fundralsing purposes. Bazaars (also referred to as
Las Vegas or Casino nights) may Include games of chance such as roulette, craps,
blackjack, and poker, Including Texas Hold’em, A qualifying organization which
operates a bazaar pursuant to section ?A is not In violation of the sectlon 7 lottery
prohibitions so long as the organization and players comply with the requirements
described In more detall below.
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1 Commonwealth v. Plissner, 295 Mass. 457, 463-64 (1936).
2 see United States v. Marder, 48 F.3d 564 (1st Clr. 1955). In Cornmonwesaith v.
Club Caravan, 30 Mass. App. Ct. 561 (1991), the court held that video poker games

contain an element of skifl, but did not rule whether skill or chance is the
predominate feature.

A. Quallfylng Organlzations

Poker tournaments held pursuant to sectlon 7A may only be operated by:

(1) a veterans’ organization chartered by the Congress of the United States;

(2) a church or rellglous organlzation;

(3) a fraternal or fraternal benefit soclety;

(4) an educational or charitable organlzation;

(5) a civic or service club; or

(6) other clubs or organizations operated exclusively for non-profit purposes,

B. Summary of Important Limitations

Quallfylng organlzations wishing to run poker tournaments must:
e hava bean organized and operating (n Massachusetts for at least two years;
e obtaln a permit from the city or town where the event will be held;
¢ limit cash awards to $25 (there Is no simliar limitation on non-cash awards);

and

e hold no moare than three bazaars per calandar year.

C. Local and State Permits

A quelifylng organization must requast and obtaln the necessary permit from the city
or town where the poker tournament will be held and must follow 2l of the legal
requirements for holding such a tournament, Including, among other things: being 2
non-profit functioning In Massachusetts for a¢ least two years; Identifying three
quallfied members who will be In charge of the event; and speclifying how the net
proceeds will be used for charitable purposes. A poker tournament cannot be held at
the same time as a bingo or beano event. Attached Is a checklist to assist

1 rn 1 AlAar nmaAnnng
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municlipalities In obtalning the Information nacessary for issulng a permit.

The Lottery Commission does not requlre that an organization obtain a permit from
the Commission, but does require that the organization hesting 8 bazaar, Including
any poker tournament, file a report on the funds ralsed and pay to the Lottery
Commission flve percent of the gross proceeds.

0, Management and Operation

There are strict rules about how quallfying organizations must manage and operate
poker tournaments. The organizatlon rmust appolnt 8 member In charge whe Is
responsible for all of the activities at the tournament and the flling of all financlal
reports. The member In charge must be present during the tournament and be
famlitar with all laws and regulations pertaining to the event, The organization must
also deslgnate one of its officers (different from the member In charge) to be
responsible for all of the proceeds.

Any persan or company that rents equipment to the orgsnization cannot also supply
card dealers or game managers. In fact, the organization cannot allow anyone who
Is an employee or agent of an equipment rental company te be on the premises
during the event. Only members of the organlzation can participate in the event's
promotion and operation.

Other legal requirements for operaling a tournament Include: posting house rules;
Rling the necessary reports; and maintalning accurate records, Inciuding the amount
and source of all proceeds, all expenses and disbursements, prize winners and prizes
awarded,

E. Prizes

Tournaments organized under sectlon 7A are limited to “one or both of the following
types of prizes: (1) merchandise, of any value, (2) cash awards, not to exceed
twenty-five dollars each.” Merchandlise (Including gift cards) and cash awsrds may
be awarded to one or more winners at the end of the entire event, at the end of any
game, or at such other times and in such other manner during the event as the
organization chooses, so lang as the prizes have been determined In advance and do
not Increase or decrease based on the number of people playing, the amount of
proceeds collected, or the outcome of the games being played.

F. Penalties
Failure to comply with the promolion, operation, and reporting requirements

governing bazaars can expsse a non-profit organization and Its event organizers to
varlous penalties. Under section 7A of Chapter 271, bazaar permits may be
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Immadiately revoked, non-profits may be prohibited from holding a bazaar for up to
three years, and civil and criminal penalties may be imposed on Individuals,

Including a fine of up to $1,000 and up to one year imprisonment. Morgover,
anyone whao I8 not covered by the protections of sectlon 74, but nonetheless sets up
or promptes a poker taurnament In violatlan of the sectlon 7 lottery restrictions, may
ba gullty of 2 Felony offense punishable by up to three years in state prison or a
$3,000 fine.

There are also other requirements for operating a bazaar. Attached to this Advisory
are checklists to assist non-profits and municipalities in completing the required
steps for holding a bazaar pursuant to the provisions of G.L. ¢. 271, § 7, and 540
CMR 13.00, which are, respectively, the statute and regulations that govern bazaars
In the Commonwealth of Massachusetts.

II1. Poker tournaments that do not violate Massachusetts lottery laws are
still Vllegal If they allow players or spectators to reglster bets of money or
anything eige of value on the result of the game(s), or If they constitute the
buying or selling of pools out of which prizes are awarded.

Even a qualifying non-profit organization that obtains 8 bazasr permit under section
7A of Chapter 271 cannot lawfully operate a poker tournament In which players or
spectators register bets of money or anything else of value on the result of the game
or recelve prizes out of pools.

Section 17 of Chapter 271 makes It lilegal to keep or be found In any place with
“apparatus, books or any device, for reglistering bets, or buylng or selling pools,
upon the result of a . . . contest of skill . . . or upon the result of a game . . .." The
statute prohibits two different kinds of conduct,

Flrst, It Is Illegal to hold or participate In a poker tournament If players or spectators
bet money or anything else of value on hands or games. There Is no exceptlon to
this prohibition, Under Massachusetts law, a player bets If he or she has a chance of
winning and losing money or something of value, and whether he or she wins or

loses Is dependent on the outcome of a hand or game.3

Second, It Is illegal for tournaments to pool the proceeds collected from players and
use those proceeds for the prizes awarded. Even If only a portion of the proceeds
collected go to the winner(s), it may stlll represent an lllegal pool under
Massachusetts law.?

Poker tournaments must be structured to aveld the restrictions on bets and pools.
For example, a tournament may be lawfully operated If:

[ ve - ’ ~ n cL AIAL N~ AMPNANS
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3 See Commonwasith v. Sousa, 33 Mass.App.Ct. 433, 437 (1991) (citing
Commonwealth v. Sullivan, 218 Mass. 281, 283 (1914)),
9 see Commonwealth v. Sullivan, 218 Mass. 261, 283 (1914).

s Players pay a pre-determined entry fea that entitles them to play In the

tournament, So long as the entry fee Is pre-determined, Is the same for all
players In the game, and Is not tled to how the players fare during the game,
it does not constitute betting, OF course, requlring players to pay an entry
fee would turn the tournament into a lottery. The tournament weould then
have to be sponsored by a qualifying non-profit organization that has been
issued a bazaar permit under sectlon 7A of Chapter 271.

At the start of the tournament, pleyers are glven an equal number of poker
chips. Once the tournament beglins, players cannot purchase any more
chips. Re-buys are prohibited.,

Durlng the course of the tournament, players recelve prizes. The rules might
provide that at the end of each game, or at the end of each hour of play, the
player with the most number of polnts or chips recelves a prize. Even though
players have a chance of winning something of value, it is not betting
because the players have no chance of losing anything of value,

Prizes sre determined by the event organizer in advance of the tournament,
and do not Increase or decrease based on the pumber of people who play, the
amount of money collected, or the outcome of a particular hand or game.
Courts In other states have found a meaningful distinction between games in
which there Is 8 pra-detarminad prize contributed by an event erganizer, and
games In which the participants slone contribute the funds which the winner
(5) recelve,

IV, Contacts

If you have questlons concarning the operation of poker tournaments or other
similar fundraising activitles, please fee! free to contact:

Offlce of the Attorney General
Divislon of Public Charltles
(617) 727-2200, ext. 2101

Massachusetts State Lottery Cornmission
(781) 849-5555, ext. 527

Department of Public Safety
Office of the Commilssioner of Publlc Sefety
(617) 727-3200, ext, 25230
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Checklist for a Non-Profit Organization
Holding a Poker Tournament

Step One - Quallfying Organizations

e A veterans’ organization, church or religlous organization, fraternal or
fraternal benefit soclety, educational or charitable organization, civic or
service club, or other organization operated excluslvely for non-profit
purposes.

o Actively functioning as a non-profit organization In the Commonwealth for at
least the past twa years.

o Ifrequired, have registered with the Attorney General’s Division of Public
Charlties pursuant to G.L. ¢. 12, § 8E and c. 6B, § 19, are up-to-date with
annual filings, and are In possession of a valid Certlificate for Solicitation.

e Haven‘'t conducted more than three bazaars In a single calender yeer,

e Haven't had a raffle/bszaar permit revoked for a G.L. ¢, 271, § 7A vialation
oceurring within the pest three years.

Step Two - Preparing for the Event

¢ Select three persons, two of whom have been officers or members in good
standing for at least the past three months and ane of whom has been 2
member In good standing for at least the past two years, to be responsible
far the aperation of the event and the uses to which the net proceeds wili be
applied.

e Of the three members selected, designate one person who has been a
member In good standing for at least the past two years to be the "member
In charge,” with primary responsibliity for the operation of the event.

= Deslgnate a separate person who Is an officer of the organization to be the
“officer responsible for gross receipts,” with primary responsibility for the
accounting, use, and disposition of all funds recelved during the event.

e Estabiish a system of bookkeeplng to keep complete financial records.

o Maintaln a list of 8!l members who assist In the event’s promotion and
operatlon,

e Establish and reduce to writing the house rules.

e Determine In advance the prizes to be awarded (prizes should not Increase or
decrease based on the number of people playlng, the amount of proceeds
collected, or the outcome of the games belng played).

s Limit Individual cash prizes to $25. (Prizes for merchandise, Including glft
cards, may be any value.)

» Obtain 2 permit from the clerk of the city or town In which the event will be
hela.

e Arranga for & uniformed police officer te be present during the event.

o Do not hold a bingo or beano event at the same time as the poker

N ALl dan Y oM AIMNANS
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tournament., (A raffle may be held simultaneously, so long as the
organization complles with all applicable legal obligations.)

Step Three - Puring the Event

¢ Ensure that the member In charge and all assistants are present and display
proper ID.

e Prohlblt anyone under etghteen on that part of the premises where poker is
played.

» Ensure non-members do not particlpate In any aspect of the tournament’s
promotion or operation,

o Consplcuously post house rules at each table, Including no tipping of dealers.

s Ensure that particlpants and spectators are not registering bets of money or
anything of value upoen the result of any hand or game.

e Ensure that the event does not last (onger than flve hours.

Step Four - After the Event

» Within ten days after the Bazaar, file a return with the Lottery Commission.

e Within thirty days after the permit expires, flle with the clerk two coples of
the financlal report certifled by the three members responsible for the event
and by an accountant.

o Store all records so that they wlll be accessible and avallable for at least one
year from the Issuance of the financlal report or for at least three years If an
organization Is required to file an annual report with the Division of Charities.

e Use net proceeds exclusively for educational, charitable, rellglous, fraternal or
civic purposes, or for veterans’ benefits.

Checklist for a Munieipality
Igsuing a Poker Tournament Permit

Step One - Application Information

» The application includes the name and address of the organlzation,

e The organization Is a veterans’ organization, church or rellglous organization,
fraterne! or fraternal benefir soclety, educational or charltable organization,
civie or serviee club, ar other organization operated exclusively for nen-profit
purposes. {You may ask the organization to provide evidence of its non-profit
status.)

¢ The organization hes been actlvely functioning In the Commonwealth for at
least the past two years.

e The appllcation Includes the names of three officers or members of the
organization responsible for the event, two of whom have been officers or
members In good standing for at least the past three months and one of
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whom has been an officer or member In good standing for at least the past
two years.

e The application states how the net proceads from the event will be uged '
(Imited to educatlonal, charitable, religious, fratecnal or civic purposes, or for

veterans’ benefits).
Step Two =~ Additional Requirements

¢ The event Is being held In the city or town that Is Issulng the permit,

¢ The organization has not held more than three bezaars in a single calendar
year.

e The organizatlon Is not holding beano/bingo or any other event on the day of
the bazaser (excluding s raffle, which may be held simultaneously with a
bazaar).

¢ The event does not last more than five hours.

e The orgenization has not had e raffle/bazaar permit ravoked for » G.L. ¢, 271,
§ 7A, violation accurring within the past three yaars.

o The organization will have a uniformed pollice officer from the city or town
where the event Is held present during the tournament.

Step Three - Approval Process

= Upan the filing of an application, the clerk of the clty or town In which the
tournament will be held must determine that the application Is In conformity
with section 7A of Chapter 271.

¢ The cierk may require the applicant to produce a current list of Its
membership by name, address, telephene number and a description of the
type and length of membership of each person in the organization.

e If in conformity with sectlon 7A, the clerk forwards the application to the
municipality’s police chlef for determination that the applicant Is quallfied to
operate such 2 tournament, (A police department may not run CORI checks
in connection with the application pracess, without express authorlzation from
the Criminal History Systems Board,)

s If the police chief determines that the applicant Is qualified, the chief
endorses the application and returns It to the clerk,

e The clerk Issues a permit valid for one year from the date of Issuance.

¢ The clerk retalns one copy of the approved application, and forwards 2
second copy of the approved application to the Commissioner of Public
Safety.

o The clerk forwards a notice of Issuance to the Lottery Commission.

Step Four - Reporting Process

[ Yl ¥alalals
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Within thirty days after the expiration of the permit, the organization must
fie two coples of a financlal report with the clerk.

The financlal report shall set forth the number of raffles and bazaars held, the
amount of money recelved, the expenses Incurred, the names of the winners
of prizes exceeding $25 In value, net proceeds, and the uses to which the net
proceeds were applled.

The financlal report must be certifled by the three members who are
responsible for the event and an accountant,

The clerk keeps one copy of the financlal report and forwards the other copy
to the Commissloner of Publlc Safety.

Step Flve - Denial/Revoceation Process

[f the clerk determines that the application Is nat in conformity with the
requirements of sectlon 7A of Chepter 271, the clerk shall deny the
application,

If the police chief determines that the applicant Is not quallfied te operate a
poker tournament, the police chief shall report that determination to the
clerk, and the clerk shall deny the application.

An application to renew a permit may be denled if the organlzation fails to fife
the required financlal report,

If a permit was Issved based on Inaccurate Information and a change in the
Facts of an event make it lllegal, the elerk may revoke the parmit.

Al any point after belng Issued, the permit may be revoked for any violation
of sectlon 7A of Chapter 271. A new permit cannot be Issued for three years
after the violation.

Step SIx - Appeals Process

If an application Is not acted upon within thirty days, or Is denled, or Is
revoked for any reasen other than a violation of section 7A, any person
named on the application has ten days to petition for review In the distriet
court having jurisdiction ever the clty or town In which the application was
flled.

The judge may direct that the permit ba Issuad If there wera no raasonable
grounds for refusing such permit,

If a permit is revoked because of a violatlon of section 7A, any person
aggrieved by the actlon may flle an appeal In the relevant district court within
twenty days following receipt of notification of the revocation.
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