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RECOMMENDATION

Staff recommends adoption of an ordinance amending Oakland Municipal Code (OMC) 9.24
“Gambling” to clarify prohibited gambling activities and to delete outdated provisions related to
pinball machines.

EXECUTIVE SUMMARY

The proposed amendments to the OMC’s gambling section and the attached Zoning Code
Bulletin are offered to close a loophole revealed by an “internet sweepstakes café” operating in
Oakland’s Fruitvale District earlier this year. On January 14, 2014, the Public Safety Committee
(PSC) of the Oakland City Council directed staff to prepare modifications to both the OMC and
the Planning Code of the City of Oakland to prevent any further “sweepstakes™ operators from
opening under the pretense of uses that are permitted by the Planning Code and/or not
specifically prohibited by OMC Chapter 9.24 “Gambling.”

To implement the PSC’s direction, staff issued the attached Zoning Code Bulletin (prepared by
Planning staff) and is presenting proposed modifications to OMC Chapter 9.24. The
modifications to OMC 9.24 specifically prohibit “internet sweepstakes cafés” and should enable
successful enforcement against future operators of “internet sweepstakes cafés.” Likewise, the
Zoning Code Bulletin clarifies for planning staff what constitutes an illegal internet café and
provides protocol for distinguishing legitimate internet cafes from those promoting or
accommodating illegal gambling. Amendments to the Planning Code are not necessary to
address illegal internet cafes, and no action is required by Council regarding the Zoning Code
Bulletin; it is merely being provided for the purposes of informing Council about steps already
taken by staff.

Finally, staff is taking this opportunity to delete outdated sections of OMC 9.24 related to pinball
machines that are no longer needed.
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OUTCOME

This ordinance will prohibit the ability for “internet cafés” or other similar operations to conduct
a “sweepstakes” program whereby people play games on computers to win prizes and/or money.
Deterring these operations would eliminate the nuisance activities that these operations serve as
covers for, including illegal gambling operations, and any additional deleterious effects that
gambling operations generate, such as check and credit card fraud, loan sharking, robbery, and
money laundering.

BACKGROUND/LEGISLATIVE HISTORY

In their applications to the City, the operators of these types of illegal internet cafes present
themselves as “Business, Communication and Media Service Commercial Activities” that rent
computer time to patrons and provide facsimile, printer and copying for print production,
communications, video editing and mailing services, but in reality these businesses operate as
internet cafes that allow online gambling activities. Based on operators’ inaccurate and
misleading business description at the zoning counter, these types of internet cafes have
sometimes been able to obtain a Zoning Clearance and operate for several months before
becoming an enforcement issue that can be extremely costly to correct. Staff issued a Zoning
Code Bulletin which clarifies that these types of illegal internet cafes are prohibited under the
existing Planning Code, and provides direction to staff on how to best analyze applications in
order to prevent the approval of misleading applications.

ANALYSIS

Staff has prepared this ordinance as a way of clarifying that internet sweepstakes cafes are illegal
in Oakland due to their potential for abuse and illegal gambling nature. This will also assure that
the operators who purport to conduct the illegal activities described above do not add activities
that are not desired or which may circumvent state law.

Staff proposes the following modifications to OMC section 9.24.010 “Definitions” (language
proposed to be added is underscored):

“Computerized Sweepstakes Device” shall mean any computer, machine. game,
apparatus or similar device which upon insertion of a coin. token. access number,

magnetic card or similar object, or upon payment of anything of value, may be operated
by the public generally for use in a contest of skill, entertainment, amusement or chance

whether or not registering a score, and which provides the user with a chance to win any
cash payout or anything that could be redeemed. directly or indirectly for any cash payout

or _anything of value. However, pinball, skeeball, and other amusement machines or
devices that afford the opportunity of additional chances, free plays or nominal pavments

are not included within the term “Computerized Sweepstakes Device.”

Item:
Public Safety Committee
June 24, 2014






