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Honorable John Sund, Chairman
House Committee on the Judiciary
State Capitol Building

P. 0. Box V (Mail Stop 3100)
Juneau, Alaska 99811

Dear Representative Sund:

I write to thank you for providing ne an opportunity 1o
testifty earlier this week on behalf of the Alaska Native Health
Board, the Kodiak Area Native Association, the Aleutian/PribilofF
Islands Association, and the Aleutian Housing Authority Iin
connection wvth H.B. 299, a bill relating to gares of chance.

The fTour health and social service non-profit permittees we
represent are wvery pleasedrihat rhis inportant legislation is
continuing to nove forvardin this session. At the sanme time,
they also Tfeel strogly that the four amendments discussed in ny
testimony are critical and essential iT this bill is 1o
accomplish its stated purpose of pronmoting responsible gares of
chance, especially those conducted directly by permittees wWo
avoid a "middleman” in the form of an operator.

As 1 noted in Committee, those four amendments deal with the
nonthly cap on the nunber of bingo sessions (p. 4, line 9), the
nature of the Timit established on door prices (p- 13, line 18),
the handling of pull-tabs (pp. 17-18, line 27 - line 2), ad the
member-in-charge language (p. 9, line 15 ad p. 17, line 15).
Very briefly, it is critical that the cap on the rnurber of
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nonthly sessions be substantially increased fram 9 to at least
12, iFf not 14. Limits on door prizes should be rejected in favor
of market place regulation given the trerendous value of door
prizes in attracting patrons and thus increasing profits far in
excess of the cost of the prizes. I¥ door prize Ilimits are
established, the limits set forth in the bill are unrealistically
low. But most inmportantly, arty prize 1imit that is imposed
should have equal application to a bingo hall run by an operator
Who may possess 15 or 20 permits) as It does to a permittee
running ganes of chance without an operator. (I understand fram
subsequent discussions with Representative Donley's aide that he
would likely o longer oppose an anmendnent along these lines.)
And last, the member-in-charge provisions require technical
correction 1t account for the may qualified organizations
holding permits which are not "membership’ organizations.

My understanding fram Wednesday's hearing was that the
Committee was sympathetic to the need for serious consideration
of these four amendnments, axd expressed hope that these
arendments would be reviewed in depth by the Finance Committee.
Since H.B. 299 has row been referred by that committee to a
special subcommittee, the non-profit health and social service
organizations we represent would be most appreciative if you
could coney your Committee's view 1o Representative Adams. In
the meantime, | an certain that Director Kettle ad | will
arrange to testifty before that subcommittee 1o fTurther explain
the inportance of these four corrective amendments.

The non-profits we represent are encouraged that this
important legislation is inmproving each step of the way, ad that
a final bill will be enacted wWhich is both fair and carries out
fully® the Legislature's intent to pronote Llimited gaming
activities by non-profit health and social service organizations.

Sincerely

LBM; bj a
LEtr2. Sud
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Original sponsor: Labor and Commerce
Committee

IN THE HOUSE BY THE JUDICIARY COVMITTEE
CS FOR HOUSE BILL NO. 299 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled” / "ANn Act relating to the conduct of games of chance
and contests of skill by municipalities and nonproft
organizations; ad regulation of operators ad
I pull-tabs.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 05.15.020 is repealed and reenacted toread:

Sec. 05.15.020. ANNUAL PERMIT AND FEES. (a) A municipality or
qualified organization nmay conduct an activity permitted uder this
chapter, iTf the municipality or qualified organization pays the appro-
priate permit fee and receives an annual permit issued by the depart-
ment The annual permit fee is

(1) $20 for an applicant that did not hold a permit during
the preceding year?

(2) $20 for an applicant that had gross receipts of less
than $20,000 from activities conducted under this chapter during te
preceding year;

(3) $50 for an applicant that had gross receipts of $20,000
or nore but Not exceeding $100,000 fron activities conducted uder
this chapter during the preceding year; or

(4) $100 for an applicant that had gross receipts exceeding
$100,000 fran activities conducted under this chapter during te

preceding year.

(b) AN additional Tee shall be paid to the department anue

by the municipality or qualified organization authorized to coduct

-1- CSHB 299 (Jud)
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activities uder this chapter. The additional Tee is

(1) orne percent of the net proceeds of the activities aur
thorized under the permit If the gross receipts for the activities
were $20,000 or nore but Nnot exceeding $100,000; or

(2) three percent of the net proceeds of the activities aur
thorized under the permit Iif the gross receipts fTor the activities
exceeded $100,000.

(c) A municipality or qualified organization applying for rernew
al of the anmmual permit shall provide proof satisfactory to the de
partment that it does not have an outstanding debt for payment of a
tax on pull-tabs uder AS 05.15.183 1o a pull-tab distributor.

Sec. 2. AS 05.15 is amended by adding a rnew section to read:

Sec. 05.15.025. MONEY DEPOSITED IN GENERAL FUND. Money received
by the department under this chapter shall be deposited in the gereral
fund. The commissioner of administration shall separately account for
the nmoney deposited Iin the gereral fud uxder this section. The
annual estimated balance Iin the account mayy be used by the legislature
Tto make appropriations to the departhment to carry out enforcement of
this chapter.

Sec. 3. AS 05.15.030(a) is amended to read:

(a) At the time of Filing an application for a permit or lice
under this chapter the applicant shall notify the city or borough
Nnearest to the location of the proposed activity of the application.
A local goverment unit may protest the conduct of the activity Iin its
jJjurisdiction by resolution stating the reasons for the protest filed
with the departhment; protests are limited 1t the lack of qualifica-
tions prescribed by this chapter. This resolution is only a recommen
dation by the city which may be considered by the commissioner in

determining whether to issue or refuse to issue a permit or license.

CSHB 299 (Jud) -2-



13
14
15
16
7
18
19

20

22
23
24
25
26
27
28
29

iV

WORK DRAFT WORK DRAFT

Sec. 4. AS 05.15.030 is arended by adding a new subsection to read:

(©) IF¥ a permittee or licensee changes the location of an ac

ity Iin the jurisdiction for which a permit has been issued, the per-
mittee shall notify the departhment and the local govermment within 10
days after noving to the rnew location.

Sec. 5. AS 05.15.060 is repealed and reenacted to read:

Sec. 05.15.060. REGULATIONS. The departrent shall adopt regula-
tions under the Administrative Procedure Act (AS 44.62) necessary 1o
carry out this chapter covering, but not limited to

(1) the issuance, rernevnal, axd revocation of permits ad
licenses;

(2) a method of ascertaining net proceeds, the determina-
tion of items of expense that nay be incurred or paid and the Limita-
tion of the anout of the items of expense to prevent the proceeds
fron the activity permitted fron being diverted to noncharitable,
noneducational, nonreligious, or profit-tmaking organizations, indi-
viduals, or groups;

(3) the immediate revocation of permits and licenses aur
thorized uderthis chapter If this chapter or regulations adopted
under It are violated;

(4) the requiring of detailed, sworm, Tfinancial regports of
operations fram permittees arnd licensees including detailed statements
of receipts ad payments;

(5) the Iinvestigation of permittees, licensees, ad their
employees, including the Tfingerprinting of those permittees, licens-
ees, and enployees whaom the commissioner considers it advisable 1o
Ffingerprint;

(6) exclusion from participation as a permittee, licensee,
or enployee of a permittee or licensee of a person convicted of, iIn

-3- CSHB 299 Jud)
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prison for, or on parole for a felony within the preceding TfTive years
or convicted of a crine involving theft or dishonesty or of a viola-
tion of a municipal, state, or federal ganbling law,

(7) the nethod and marnmmer of conducting authorized activi-
ties arnd awnwarding of prizes or anards, and the equipment that may be
used,;

(8) the nunber of activities that may be held, operated, ar
conducted under a permit during a specified period; however, te
department may rot allow nore than nine bingo sessions per noth ad
35 bingo games per session to be conducted uder a permit;

(9) a nethod of accounting for receipts and disbursements
by operators, including the keeping of records and requirements for
the deposit of all receipts Iin a bank;

(10) the disposition of funds in possession of a permittee
or a person, municipality, or qualified organization that possesses an
operator's license at the time a permit or a license is surrendered,
revoked, or invalidated,;

(11) restrictions on the participation by enployees of te
Department of Fish and Ganre in salnon classics;

(12) other matters the commissioner considers necessary 1o
carry out this chapter or protect the best interest of the public.

* Sec. 6. AS 05.15.070 is arernded to read:

Sec. 05.15.070. COMMISSIONER [OF REVENUE] MAY EBEXAMINE PERMIT-
TEES. The commissioner may examine or have examined the books ad
records of a permittee, an operator, or a person licensed to manufac-
ture or to distribute pull-tab gares Iin the state [THE COMMISSIONER
MAY REQUIRE THE PERMITTEE TO PAY THE REASONABLE COST OF THE BEXAMINA-
TION] . The commissioner may issue subpoenas for the attendance ofF

witnesses and the production of books, records, and other documrents.

CSHB 299 (Jud) -4-



10

13
14
15
16
17
18
19

20

23
24
25
26
27
28
29

WORK DRAFT WORK DRAFT WORK DRAFT

Sec. 7. AS 05.15.080 is repealed and reenacted to read:

Sec. 05.15.080. REPORTS AND FEES REQUIRED OF MUNICIPALITIES AND
QUALIFIED ORGANIZATIONS. (a) A municipality or a qualified organiza-
tion issued a permit uder this chapter shall file a report with tde
departhent by the 45th day follomng each calendar qquarter in which
the permittee had gross receipts of $50,000 or nore fram activities
authorized under this chapter. The report nmust include the type of
activity conducted, the date and location of the activity, the anrouit
of gross receipts, the amouit of authorized expenses, the value of
prizes anarded, the anouit of net proceeds, and other information te
department nmaey require. Hownwever, if the only activity conducted by a
municipality or qualified organization during a calendar guarter is a
raffle or lottery, then the municipality or qualified organization is
not required to Ffile a report uder this subsection until the raffle
or lottery is completed.

(b) A municipality or a qualified organization issued a pe
under this chapter shall file an anmmual report with the department by
Varch 15 of the year folloning the year in which activities were conr
ducted, accompanied by the paynment of the additional Tfee, as nmay be
required under AS 05.15.020(b). The report nmust list the types of
activities conducted, and, Tfor each activity, the total aout of
gross receipts, the total amouit of authorized expenses, the total
value of prizes anarded, ad the total anoutt of net proceeds.

Sec. 8. AS 05.15 is arended by adding rnew sections to read:

Sec. 05.15.083. REPORTS TO DEPARTIVENT BY OPERATORS. (a) AN
operator shall Ffile a report with the department by the last business
day of the noth follonwing each calendar quarter in which an activity
was conducted. The report nust include, for each authorizing permit
tee on whose behalf an activity was conducted during the quarter, te

_5- CSHB 299 Jud)
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date arnd location of each activity, the type of activity conducted,
the armouit of gross receipts, the anmout of authorized expenses, te
value of prizes anarded, the anouit, of net proceeds paid, and oter
information the department may require; a conpleted Internal Reveruve
Service Form 941; and a copy of the operator's enployer contributions
and wage reports submitted to the Department of Labor for the guarter.
However, if the only activity conducted by an operator during te
calendar quarter is a raffle or lottery, then the operator is rot
required to Ffile a regport under this subsection until the raffle aor
lottery is conpleted.

‘b) AN operator shall fTile an annual report with the department
no later than February 28 of the year fTollonwing the year in whidh
activities were conducted. The report nust include, for each autho-
rizing permittee on whose behalf an activity was conducted, the types
of activities conducted, the total arout of gross receipts, the total
aout of authorized expenses, the total value of prizes avnwarded, te
total aroutt of net proceeds paid to each authorizing permittee. The
annual report shall also include a conpleted Intermal Revenue Service
Form W-2 for each person enployed by the operator during the preceding
year.

Sec. 05.15.087. REPORTS TO PERMITTEE AND PAYMENT OF NET PRO-
CEEDS. (a) AN operator shall Tile a mothly report with each author-
izing permittee fTor which the operator has conducted an activity
during the preceding mornth. The report nust include a daily sumary
of activity oconducted under the permit issued tTo the authorizing
permittee and an accounting of gross receipts, expenses, axd ret
proceeds for the nonth A check in the anouit of the net proceeds de
1 the authorizing permittee for the morth nust accompary the report

The operator shall Tfile the report by the 15th day after the ed ofF

CSHB 299 (Jud) 6 -
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the nmonth covered by the report

(b)

AN operator shall

WORK DRAF:

File a guarterly report with each autho-

rizing permittee fTor which the operator has conducted an activity

during the preceding calendar quarter. The report must contain guar-

terly summaries and year-to-date totals of the information provided

under (a)

of this section.

The operator shall file the regport by tde

last day of the nonth following the end of the calendar quarter.

(c)

AN operator shall file an anmmual regport with each authoriz-

ing permittee for which the operator has conducted an activity during

the preceding calendar year.
mary of the

operator shall

The regport must contain an arnmual sum
information provided uder (@) of this section. The

Ffile this report by February 28 of the year followng

the year in which the activities were conducted.

(d)

An operator shall

provide original iNnvoice docurents axd

deposit slips upon the request of an authorizing permittee for wom

the operator has conducted activities.

* Sec.

9.

Sec.

[MARCH 2]

AS 05.15.090

05.15.090.

is arended to read:

REPORTS TO THE LEGISLATURE. Before April 15

of each year the commissioner of revenue shall submit a

detailed regport containing a sumary of all reports required of per-

mittees and operators [RECOMVENDING A PERMIT FEE SCALE THAT WILL OCOVER

COSTS OF ADMINISTRATION AND ENFORCEMENT]. The attormey ogereral ad

the commissioner of public safety shall, within 10 days after te

convening of the

detailed report outlining the effect,

chapter on the legal

* Sec.

read:

10.

Sec.

legislature each year, submit a jointly prepared,

it any, of the operation of this

ad lanwenforcement activities of the state.

AS 05.15 is arended by adding a rnew section to article 1 t

05.15.095.

GENERAL. PROVISIONS RELATING TO THE FILING OF

-7-
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APPLICATIONS AND REPORTS AND PAYVENT OF FEES. (a) The applications
and reports to the department required by this chapter shall be signed
under penalty of perjury by the followming person, as applicable:

(1) the menber in charge for the qualified organization;

(2) a person authorized to sign on behalf of the municipal-
ty?

(3) the operator or the operator’'s agent;

(4) the licensed pull-tab distributor or the distributer’'s
agent; or

(5) the licensed pull-tab nmanufacturer or the nmanufactur-
er's agent

(b) A permittee or oOperator may not conduct an activity uxer
this chapter during a periodvin which a regport or fee is delingu* Nt

(©) A delinquent fee bears interest at the rate set by AS 43.-
05.225.

(d) A permittee or licensee under this chapter shall pay a
penalty of ore percent of the unpaid balance, as determined by te
department, of a fee due under this chapter for each 30-day period or
part of a 30-day period that the fee is delinquent The departmrent
mey waive the penalty if the failure to pay the fee on time is due toO
a reasonable cause, as defined by regulation adopted by the depart
ment. The anount of the penalty may ot exceed 25 percent of te
unpaid Tfee.

Sec. 11. AS 05.15.100(a) is arended to read:

(a) The commissioner [CF REVENUE] maly issue a permit to
ipality or qualified organization. The permit gives the municipality
or oualified organization the privilege of conducting bingo, raffles
and lotteries, pull-tab games, ice classics, rain classics, goose

classics, nercury classics, salnon classics, dog mushers' contests,

CSHB 299 (Jud) -8-
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Fish derbies and contests of skill.
* Sec. 12. AS05.15.100 is arended by adding a rew subsection to read:

(c) The commissioner nmaey issue an operator’'s license to a r
ral person to conduct an activity permitted under this chapter an
behalft of a municipality or a qualified organization. The commis-
sioner may also issue an operator’'s license 1t a municipality o a
qualified organization authorized to conduct an activity on behalf of
another municipality or qualified organization.

* Sec. 13. AS 05.15 is amended by adding rew sections to read:

Sec.05.15.112. VEVBER IN CHARGE. (a) Each municipality or
qualified organization that receives a permit under this chapter shall
designate a menber in charge.

(b) The menmber in charge is responsible for preparation, mainte-
nance, and transmittal of all records and reports required of te
permittee. The menber in charge shall be a menber of the qualified
organization or an enployee of the municipality.

(c) The nmenber in charge shall monitor the operator's perfor-
mance under and compliance with contracts for the conduct of activ-
ities on behalf of the authorizing permittee.

(d) The municipality or qualified organization shall designate
altermate nenbers in charge Wwo are responsible for the duties of te
menber in charge in the absence of the menmber in charge.

Sec. 05.15.115. CONTRACTS BETWEEN PERMITTEES AND OPERATORS. @)
A municipality or qualified organization holding a permit to conduct
an activity under this chapter may enter INnto a contract with an
operator licensed under this chapter to conduct on behalf of te
municipality or qualified organization those activities permitted
under the authority of the permit

(b) The contract between an authorizing permittee ad an

-9- CSHB 299 (Jud)
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operator nust include the anmouit and form of compensation to be paiq
Tto the operator, the term of the contract, the activities to be ocon-
ducted by the operator on behalf of the permittee, the location where
the activities are to be conducted, the nane arnd address of the nerber
in charge, and other provisions the department may require.

(c) A permittee may Nnot contract wvith nore than orne operator at
a time to conduct the sanre type of activity. For the purposes of this
subsection, bingo games, raffles, lotteries, pull-tab games, Iice
classics, rain classics, goose classics, nercury classics, salnon
classics, dog mushers' contests, Ffish derbies, contests of skill, ad
all activities permitted uxder AS 05.15.100(b) are each a different
type of activity.

(d) A permittee shall submit to the department a copy of each
contract wvith an operator with whom the permittee contracts to conduct
activities subject to this chapter. The permittee shall submit to te
department a copy of the ocontract or subsequent amendnment of te
contract by certified mail at least 15 days before activities are
conducted uder the contract or amrended contract
Sec. 14. AS 05.15 is arended by adding rnew sections to read:

Sec. 05.15.122. OPERATOR'S LICENSE. (a) A person, municipal-
ity, or qualified organization may not conduct an activity subject to
this chapter on behalf of a municipality or qualified organization
unless the person, municipality, or qualified organization has re-
ceived an operator’'s license issued by the department

(b) The department nmaey issue an operator's license to a rat
person, municipality, or qualified organization that

(1) applies on the form provided by the department;
(2) pays the amnual fee of $500;

(3) discloses the identity of persons enployed by te

CSHB 299 (Jud) -10-
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applicant in a managerial oOr supervisory capacity;

(4) submits proof of liability insurance satisfactory to
the departmrent; and

(5) posts a bond or security satisfactory to the department
in the arouit of $25,000 for each permit under which the operator
operates up to a mexxinum of $100,000.

(c) The department may ot issue an operator’'s license to an
applicant if the applicant or a person enployed by the applicant in a
managerial or supervisory capacity, has been convicted of, iIn prison
for, or on parole for a TfTelony within the preceding TFfive years or
convicted of a crime involving theft or dishonesty or of a violation
of a municipal, state, or federal ganbling law

(d) A licensee may not enploy a person in a managerial or super-
Vvisory capacity if the person has been convicted of, in prison for, or
on parole for a felony within the preceding five years or cornvicted of
a crime involving theft or dishonesty or of a violation of a munici-
pal, state, or federal ganmbling law.

Sec. 05.15.124. MUNICIPAL REGULATION OF OPERATORS. A munic-
ipality nmayby ordinance prohibit an operator frorconducting activ-
ities underthis chapter within the municipality.

Sec. 05.15.128. REVOCATION OF OPERATOR'S LICENSE. (a) The
department shall revoke the license of an operator who does not

(1) report an adjusted gross income of at least 15 percent

of gross incore for two consecutive quarters based on the total opera-

tion of the operator; or
() pay to eacl [or two consecutive
gquarters at cst 15 percent of the adjusted gross— income, as de-

termiriectunder (T) of~’this subsection, received fron activities ooy
ducted an behal¥ of the authorizing permittee.

~11- CSHB 299 (Jud)



WORK DRAFT WORK DRAFT WORK DRAFT

(b) A person, municipality, or qualified organization whhoee
operator’'s license has been revoked under this section may appeal te
revocation if the person, municipality, or qualified organization
submits to and pays for a conplete audit of the operator's financial
records by the departtment. The results of the audit are conclusive.

* Sec. 15. AS 05.15.140(b) is arended to read:

(b) In an application for a permit, a municipality or qualified
organizationshall disclose the rene and address of each person re
sponsible for theoperation of the activity andwhether ary person
Nnamed

(1) has [EVER] been cornvicted of. inprison for, or a
parole for a felony within the preceding five years or convicted of a
crime involving theft or dishonesty or of a violation of a municipal,
state, or federal ganbling law MISDEVEANOR ; or

(2) has a prohibitedfinancial interest, as defined iIin
regulations adopted by the commissioner, Iin te operation of te
activity.

* Sec. 16. AS 05.15.140(c) is arended to read:

(c) The commissioner [OF REVENUE may not issue a permit for an
activity operated by a person wo has been convicted of. in prison
for, or on parole for a fTeloy within the preceding Tfive years ar
convicted of a crime involving theft or dishonesty or of a violation
of a municipal, state, or federal ganbling law[MISDEMEANOR].

* Sec. 17. AS 05.15.160 is arended to© read

Sec. 05.15.160. AUTHORIZED EXPENSES. The only expenses that [AN
ITEM OF EXPENSE] nmay [NOT] be incurred or paid in connection withte
operation of an activity under a permit issued under this chapter are
[EXCEPT FOR] borma fide expenses reasornably necessary for

(1) oo, ks Fes, ad merchandise necess

CSHB 299 (Jud) _12-
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operation of the activity;

(2) personal services [RENDERED THAT ARE NOT DIRECTLY R
INDIRECTLY] involved with the operation of the activity, including
those [; R

(3) PERSONAL SERVICES INVOLVED WITH THE OPERATION OF THE
ACTIVITY PROVIDED THE SERVICES ARE] performed by

(A) an enployee of thj permittee; [MUNICIPALITY, QUAL-
IFIED ORGANIZATION,] oxr

(B) an operator [A CONSULTANT] hired by the permittee
1™ conduct [MUNICIPALITY OR QUALIFIED ORGANIZATION CONDUCTING]
the activity if [AND] the compensation is not related to te

receipts from the activity.

* Sec. 18. AS 05.15.160 is amended by adding a new subsection to read

(b) Municipalities, qualified organizations, and operators shall
pay their enployees the prevailing wage for the work performed while
the enployees are engaged in activities subject to this chapter.

Sec. 19. AS 05.15 is arended by adding rew sections to read:

Sec. 05.15.165. OPERATORS. (a) AN operator shall pay nret
proceeds to the authorizing permittee by check

(b) IT the department Tfinds that an operator has incurred ex
penses tat are not authorized wuxder AS 05.15.160, the departrent
shall orcder the operator to refund to the authorizing permittee te
amount of the unauthorized expenses. The operator shall pay te
authorizing permittee interest on the anouit ordered to be paid at te
rate of 1.5 percent a noth for each noth or fraction of a noith
between the date of the activity ad the date the refund is made.

(c) The operator shall post in a public place on the premises
where the activities are conducted the operator's permit and a copy of
the permit of each authorizing permittee wvith whaom the operator has a

-13- CSHB 299 (Jud)
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contract to conduct activities at the location.

(d) AN operator shall obtain liability insurance covering each
location wrere the licensee conducts an activity subject to this chap-
ter. The operator shall provide upon request proof of insurance for
each location to the department The operator and the insurer shall
inform the departrent of changes in the coverage of the insurance or
of cancellation of the Insurance. Cancellation of the insurance
immediately suspends the rights of the operator to conduct activities
under this chapter at the location covered by the insurance until
subsequent insurance is obtained.

(e) AN operator shall have its financial records reviewed arnr-
nually by a certified public accountant The operator shall submit
the results of the review to the department by February 28 of the year
following the year for which the review is conducted.

(F) AN operator may not

(D) charge losses resulting fronm bad checks or uncollect-
able debts against the net proceeds due to the authorizing permittee?

(2) extend credit to players;

(3) employ house players;

(4) allow the operator'senployees to play agane conducted
by the operator at thelocation where the enployee works for te
operator.

Sec. 05.15.167. OPERATOR'S BOND. (a) The bod or security
Ffiled under AS 05.15.122(b) nust be made payable to thedepartrent ad
nust be conditioned uponpayment of the arouits due to the departrent
and payment of net proceeds due to the authorizing permittee. I¥ e
operator Tails 1to nmake the required payments, the operator Tforfeits
the bond or security to the department

(b) The anmouit forfeited under (a) of this section shall

CSHB 299 (Jud) -14-
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First used to satisfty delinquent fees, interest, and penalties due te
department under this chapter. IT the bord or security iIs not ex
hausted by payment of delinquent Tees, interest, and penalties, te
department may use the remaining anout to pay net proceeds due ar
authorizing permittee. The total anouit available for payment of rnet
proceeds shall be prorated anong the permittees to whaom proceeds are
due fram that operator.

(c) The operator and the surety shall inform the departrent if
the bond is canceled or the security is impaired.

Sec. 20. AS 05.15.180(b) is amended to read:

(b) With the exception of raffles, lotteries, bingo g
pull-tab games, rain classics, goose classics, nercury classics,
salmon classics, axd other activities authorized under AS 05.15.-
100(b), an activity may not be licensed uder this chapter unless it
existed Iin the state Iin substantially the same form and was conducted
in substantially the same manner before January 1, 1959.

Sec. 21. AS 05.15.180 is armended by adding rnew subsections to read:

(d) The total value of door prizes offered or anarded uxer
authority of a permit issued to a municipality or qualified orge
Nnization under this chapter may not exceed $1,000 a noth or $12,000 a
year.

(e) A person under the age of 19 years may not play a Iclngo
game.

icz. 22. AS 05.15 is arended by adding rnew sections to read:

Sec. 05.15.181. PULL-TAB MANUFACTURER'S LICENSE. (a) A person
may not nmanufacture pull-tabs In the state unless the person has
received a pull-tab manufacturer’'s license issued by the department

(b) The department may issue a pull-tab manufacturer’'s lic
to a person wWo pays an avual fee of $500.

-15- CSHB 299 (Jud)
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(c) Each series of pull-tabs manufactured in the state shall be
sealed and have a serial nunber label issued by the National Associa-
tion of Fud Ticket Manufacturers or other serial nurtber l1abel ap-
proved by the department

(d) A pull-tab manufacturer nmay distribute pull-tabs only to a
licensed pull-tab distributor unless the pull-tab manufacturer is also
a licensed pull-tab distributor.

(e) Each pull-tab manufacturer shall report to the department by
the last business day of the noth on each series of pull-tabs dis-
tributed during the preceding nonth, iIincluding the serial nunber of
each series distributed and the nane of the distributor to wom te
series wes distributed.

Sec. 05.15.183. PULL-TAB DISTRIBUTOR'S LICENSE; PULL-T7TAX.
(a) A person may not distribute pull-tab ganes unless the person hes
received a pull-tab distributor's license issued by the department

(b) The department may issue a pull-tab distributor's license to
a person wo pays an anmnual fee of $1,000.

(c) Pull-tabs may be distributed only from a location Iin te
state. A person may not distribute pull-tabs directly to aother
person in the state fram a location outside of this state.

(d) A pull-tab distributor shall report to the departhrent by te
last business day of each nonth on each pull-tab series distributed in
the preceding nonthh. The report must include the nmnane of the permit-
tee to whaom each series of pull-tabs is distributed and the serial
Nnutber of each series.

(e) A pull-tab distributor shall collect a tax of three percent
of an amut equal to the gross receipts less prizes anarded on each
series cf pull-tabs distributed. The pull-tab distributor shall pay

1o the departmrent the tax collected in the preceding noth at the tne

CSHB 299 (Jud) -16-



14

B B N 8 B

WORK DRAFT WORK DRAFT WORK DRAF1

that the report uxker (d) of this section is TFfiled with the depart
ment

Sec. 05.15.185. DISTRIBUTION OF PULL-TAB GAMES. Each series ofF
pull-tabs distributed Iin the state s.iall be sealed and have a serial
number label issued by the National Association of Fund Ticlecrt Manu-
Ffacturers or other serial nunber 1abel approved by the departrent ad
may be distributed only to a municipality or a qualified organization
that has obtained a permit issued under this chapter or to an operator
on behalf of an authorizing permittee.

Sec. 05.15.187. OPERATION OF PULL-TAB GAMES. (a) A municipali-
ty or qualified organization nmaey operate pull-tab games. Pull-tabs
shall be obtained from a licensed distributor.

(b) A municipality or a qualified organization may anard up to
$500,000 in prizes each year if it uses only employees of the nunic-
ipality or menbers of the qualified organization to operate the pull-
tab game. However, a municipality or qualified organization may anard
nmore than $500,000 iIn prizes if the municipality or qualified orge
nization pays a fTee of one percent of the anout anarded in prizes
after exceeding $500,000 iIn prizes. The municipality or qualified
organization, shall pay the fee aon anards of prizes exceeding $500,000
with its annual report to the department

(c) IT a municipality or a qualified organization contracts with
an operator to conduct a pull-tab ganre on its behalf, the municipality
or qualified organization may anard a nexxkiilum of $300,000 in prizes.

(d) A pull-tab series nmay not be sold at nore than orne location
during the same day.

(e) Pull-tabs fraon different series may not be mixed or ocamn
bined.

(F) A pull-tab series may not be withdraann fram sale until all
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pull-tabs Iin the series are sold.

() Pull-tabs may™not'be ‘'sold'to«-per son uder the age c
years. A person uder the age of 19 yearstuay not purchase a pull-
tab. _

(h) Each municipality or qualified organization that had ¢
receipts exceeding $100,000 during the preceding year fraom activities
conducted under Tthis chapteror that is required toO report wuder
AS 05.15.080(a), that conducts a pull-tab ganre shall maintain rec
for tno years ofeach prize of $50 or more, the Ffirst day and last day
that each series was distributed, the serial nunber of each ser
and the distributor fran wom each series was purchased.

* Sec. 23. AS 05.15.210(2) is arended to read:

(2) "charitable organization” means an organization, rot
for pecuniary profit, that is operated fTor the relief of poverty,
distress, or other condition of public concern in the state][, AND THAT
HAS BEEN SO ENGAGED FOR FIVE YEARS BEFORE APPLYING FOR A PERMIT WUNCER

THIS CHAPTER]?

17

18

20
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Sec. 24. AS 05.15.210(3) is arended to read:

(3) "civic oOr service organization” mnmeans arty branch or
lodge or chapter of a national or state organization that is a civic
or service organization, rot for pecuniary profit, and authorized by
its written constitution, charter, or articles of iIincorporation, or
bylans to engage in a fratermal, civic*. or service purpose in te
state [AND THAT HAS BEEN SO ENGAGED FOR FIVE YEARS BEFORE APPLYING FOR
A LICENSE UNDER THIS CHAPTERY];

Sec. 25. AS 05.15.210(5) is arended to read:

(5) "dog mushersl association”™ means a civic

charitable organization in the state, not for pecuniary profit, fomed

exclusively 1o pronote interest in the breeding and training of dog

CSHB 299 Jud) -18-
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and racing purposes [AND WHICH HAS BEEN

IN EXISTENCE FOR FIVE YEARS BEFORE APPLYING FOR A PERMIT UNDER THIS

CHAPTER], but does not include an organization formed or operated for

gaming or ganbling purposes;

* Sec. 26. AS 05.15.210(7)

(7) "educational

is armended

1o read:

organization” means a civic, service® or

charitable organization in the state, not for pecuniary profit, whose

primary purpose is educational

capabilities of individua

in Nnature and designed to develop te

Is by Iinstruction [AND WHICH HAS BEEN IN

EXISTENCE FOR FIVE YEARS BEFORE APPLYING FOR A LICENSE WUNDER THIS

CHAPTERY;

* Sec. 27. AS 05.15.210(8)

is arended

1o read:

(8) "Fishing-derby association” means a civic, service or

charitable organization iIin the state, not for pecuniary profit, whose

primary purpose is to prornote

interest in TFfishing for recreatonal

purposes [AND WHICH HAS BEEN IN EXISTENCE FOR FIVE YEARS BEFORE APPLY-

ING FOR A PERMIT UNDER THIS CHAPTER], but does not include an orga

nization formed or operated for gaming or ganmbling t rposes;

* Sec. 28. AS 05.15.210(10)

*

is arended to read:

(10) "fratermal

organization” means a civic, serv

charitable organization in the state, except a college and high school

fratermity, not fTor pecuniary profit, that is a branch or lodge or

chapter, of a national or state organization and exists for the acaomon

business, brotherhood, or other interest of its members [AND THAT HAS

SO EXISTED FOR FIVE YEARS BEFORE APPLYING FOR A LICENSE] ;

Sec. 29. AS 05.15.210(15)

is repealed and reenacted to read:

(15) "Nnet proceeds” nmeans the gross receipts fron an autho-

rized activity less the fee described in AS 05.15.020(b), the expenses

authorized by AS 05.15.160),

and the prizes anarded at the activity;

-19-
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* Sec. 30. AS 05.15.210(19) is armended to read:

(19) "police or fire departhment and company' means a civic,
service® or charitable organization in the state, not for pecuniary
profit, consisting of members of a police department or fire acorpany
established by the state or a political subdivision of the state [THAT
HAS BEEN IN EXISTENCE FOR FIVE YEARS BEFORE APPLYING FOR A LICENSE
UNDER THIS CHAPTERY];

Sec. 31. AS 05.15.210(21) is arended to read:

(21) "qualified organization” neans a bona Ffide civic or
service organization or a boma Ffide religious, charitable, fratermal,
labor, political, or educational organization, police or Ffire depart-
ment and conmpany, dog mushers' association, outboard notor associa-
tion, or Ffishing derby [FISHING-DERBY] or nonprofit trade association
in the state, that operates without profits to its nmenmbers and tat
has been IiNn existence continually for a period of three [FIVE] years
immediately before applying for a license; the organization may be a
Ffirm, corporation, corTparty, association”™ or partnership;

Sec. 32. AS 05.15.210(22) is repealed ad reenacted to read:

(22) "raffle and lottery' neans the selling of rights to
participate and the anarding of prizes in a gane of chance conducted
by the draaming for prizes by lot;

Sec. 33. AS 05.15.210(24) is arended to read

(24) "religious organization" means an organization, church,
body of communicants, or group, not for pecuniary profit, gathered in
caomon membership for nutual support and edification Iin piety, wor-
ship”® and religious observances, or a society, not Tfor pecuniary
profit, of individuals united Tfor religious purposes at a definite
place and that [HAS BEEN SO GATHERED OR UNITED FOR FIVE YEARS BHORE

APPLYING FOR A LICENSE AND] is recognized as a religious organization

CSHB 299 Jud) -20-
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under the fTederal income tax lans and xkhe selective service law
* Sec. 34. AS 05.15.210(26) is arended to read:

(26) wveterans organization” nmeans a civic, service,, or
charitable organization in the state, or a branch or lodge or chapter
of a national or state organization in the state, not for pecuniary
profit, the membership oFf which consists of individuals wo were
menbers of the armed services or forces of the United States, [AND
WHICH HAS BEEN IN EXISTENCE FOR FIVE YEARS BEFORE APPLYING FOR A
LICENSE UNDER THIS CHAPTER].

* Sec. 3b5. AS 05.15.210 is amended by adding rnew paragraphs to read:

(27) "adjusted gross income” neans gross income less prizes
anarded and state, TFTederal, and municipal taxes paid or oned on te
income;

(28) "authorizing permittee” means a municipality or qgqual-
ified organization that authorizes an operator to conduct an activity

subject to this chapter on its behalT;

(29) "commissioner’” means the commissioner of revenue,;

(30) "department' means the Department of Revenue;

(31) "distribute” weans sell, distribute, Tfurnish, or sup-
ply;

(32) "operator” means a natural person who, or a municipal-

ity or qualified organization that, has obtained a license to conduct
an activity subject to this chapter on behalf of a permittes;

(33) "pull-tab game” means a gane of chance where a card,
the fTace of which is covered to conceal a nurber;, synmbol, or set ofF
symbols, is purchased by the participant ard where a prize is anarced
for a card containing certain nurbers or synbols designated in advance
and at randong

(34) "series” means a unit of pull-tabs wvith the sane serial

“21- CSHB 299 (Jud)
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* Sec. 36. AS 05.15 is arended by adding a rnew section to read:

Sec. 05.15.995. SHORT TITLE.

Alaska Gaming Reform Act.

CSHB 299 (Jud)
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STEVE COWPER, GOVERNOR
nay 1 Vi7 .
$7a ' OFFICE BUILLINC

P.O. UOXSA
JUNEAU, ALASKA 99811-0400

OEPAITtTMEM OF TI1EVENUE

March 9, 1988

Honorable John Sund, Chairman
House Judiciary Committee
State Capital Building

P.O. Box V (Mall Stop 3100)
Juneau, Alaska 99811

Dear Representlve Sund,

Here are our comments 1n response to each of the proposed amendments
contained 1n Lloyd Miller / Lucky Strike Bingo®"s letter to the Judiciary
Committee. We either agree with or have no opposition to seven of their
nine concerns.

1) The Department agrees that It should not be policing a matter that
should be between the permittee and the distributor.

2) AS 05.15.060 1s defining what must be promulgated 1n the form of
regulations. This statute 1s not meant to be more specific. The
Department will be responsive to the public"s comments when addressing

wage rates In regulations.

3) The Department agrees with the proposed law as 1t 1s currently
written. We don"t feel that 1t 1s fair to continue to condemn a person
for a crime when Ue courts have established a time period 1n which the

person must pay his/her debt to society.

4) Although the Department 1s flexible on this point, leaving the number
of sessions as 1s will allow more organizations the opportunityto
participate 1n conductingbingo. We have actually had several
organizations complain that 9 sessions per month 1s too many. Increasing
the number of sessions to 14 could arguably decrease the number of
permlttes able to participate 1n the operator run halls by 35%.

5) The Department has no oposltion to this proposal, as long as there 1s
some guarantee that the “member 1n charge® 1s 1n some manner associated
with the organization and 1s responsible for the maintenance of the books

and records.

6) The Department has no opposition to the proposal and would support

. P o Al = a1 o e e



() The Department has no opposition to this proposal, but with the
condition that the Department also received a notice of the defective

pul 1-tabs.

8) The Department believes that there 1s a misunderstanding as to the
Intent of actual meaning of AS 05.15.150 (@). The statute does not
prohibit organizations from repairing or maintaining an existing
Individual®s home. If, by the repair, or maintenance of an Individual®s
home, or by removing a public hazard, the home 1s made safer for living,
then the use of the proceeds 1n this manner 1s acceptable. Additionally,
15 AAC 105.180 allows the erection, buying or leasing of buildings or
land for the organization so long as the buildings are used exclusively
for educational, civic, public, or religious purposes. Perhaps this also
could best be handled 1n regulations.

9) As so many organizations are now awarding door prizes, whether
operator conducted or not, the Department believes that 1f door prizes
were to be allowed, some limit should be placed on the amount allowable
as door prizes. Our other option was to eliminate door prizes
altogether, but we felt that too many organizations would disagree. At a
minimum the provision should not provide a competitive advantage for one
hall over another. Finally, 1n the long run we believe door prizes
reduce the amount of funds available to charitable pruposes.

Sincerely,

mSteven E. Kettel
Director

Income & Excise Audit
(907) 465-2320
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Honorable Dave Donley, Chairman
House Committe on Labor & Commerce
State Capitol Building

P. 0. Box V (Mail Stop 3100)
Juneau, AK 99811

Re: Coments on proposed gaming
bill H.B. 299 ©ur File
1302.21)

Dear Representative Donley:

— ——,In follow up o a recent discussion with staffimember Ginger
Baine) we submit this letter on behalf of four non-profit health,
housing, and social service providers, the Alaska Native Health
Board, the Aleutian/Pribilof Islands Association, the Aleutian
Housing Authority, ad the Kodiak Area Native Association
(collectively referred to as "the non-profits”) iIin connection
with H.B. 299, a bill relating to gares of chance.

The Kodiak Area Native Association and the Aleutian/PribilofF
Islands Association are regional non-profit entities serving nost
of the health and social service needs of qualifying citizens
residing on the Aleutian Chain, the PribilofF Islands ad in the
Kodiak Island area They operate clinics, alcohol ad nmental
health prograns, Ffamily assistance program-., Vvocational job
training assistance, higher education prograns, weatherization
progranms, and provide a wide variety of other services. The
Alaska Native Health Board carries out a wide range of health
prograns and research initiatives for the collective benefit of
Alaska Native people across the state. Finally, the Aleutian
Housing Authority administers lowincome housing projects for
communities on the Aleutian Chain ard the PribilofF Islands. To
Tfurther these purposes, In 1986 the four non-profits joined
together to establish a bingo hall In Anchorage under the
urbrella nane of "Lucky Strike Bingo.”
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For these organizations, gaganing revenues are vital 1o
supplement the govermment-funded prograns that each of the non-
profits operates. In an era of severe declines iIin state ad
federal grants and contracts, dramatically rising costs ad
increasing human Nneeds, gaming Tfunds provide a vital ad
essential bridge.Gaming proceeds are also virtually their only
source of non-restricted funds which can be spent to further the
objectives ofFf each organization iIin areas not specifically
targeted by an existing grant. Gaming revenues are thus critical
in a faltering economy; without them the non-profits would be
compelled to substantially cut back and rarrow their services ad
activities.

By way of exanple, gaming revenues have been used oo
purchase food fTor needy people Iin the A/PIA region and to aid
Ffamilies Iin paying TfTurneral expenses. They have been used by
ANHB to fud travel to Washington, D.C. to work wvith the Indian
Health Service to inprove the administration of federal drug ad
alcohol treatment prograns in the State. They have been used by
KANA 1o establish a fud to build a museum celebrating the
cultural heritage of the Native people of the Kodiak region.
They have been used by AHA In part to contribute to other nNon-
profit organizations including churches located in the Aleutian
Chain. All fTour of the joint venturers plan to continue using
future gaming nmonies fTor similar purposes such as social
services, TfTor health services, fTor cultural prograns and school
scholarship prograns.

The experience gained iNn owning and operating Lucky Strike
Bingo under current lans arnd regulations has given the four non-
profits particular Insight Iinto the regulation of gares ofF
chance. The non-profits genrnerally support the concept of reform
of the gaming laws, ad wish to offer specific suggestions for
the inprovement of H.B. 299. Their insight is especially unique
in that the non-profits operate their onn gares of chance ad
enploy staff which are uxder their direct control. They do not
conduct gaming activities through a professional, high-paid
"operator.” This perspective is critical, for it nmeans the nNon-
profits can offer iIinsights strictly fran their motivation to
maximize the benefits of gaming fTor charitable organizations
whille maintaining the integrity of charitable gaming in Alaska

At the outset, it is important to reflect on the
legislature’'s past policy regarding ganes of chance Iin Alaska.
As we see Iit, the clear intent of the original 1960 gaming lawns
(as well as the 1976 arendments) was 1o allow qualifying
charitable organizations 1o engage in limited gaming activities
in order t raise revenues and carry out charitable purposes.
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in order to raise revenues ad carry out charitable purposes.
The principle notion was to provide a neans for fundraising, so
that charitable organizations ocould continue and expand their
oood works in the State. This principle rationale for legalizing
limited gaming has not changed. What has changed is te
increased popularity of gares of chance coupled with radical
changes iIin the State's economic health. Consistent with te
original intent, all amendnments nust continue To  encourage
charitable gaming In Alaska while simultaneously providing
safeguards against potential abuses.

We next address specific sections of the bill. INn doing so,
we emphasize the inportance of preserving gaming as a fundraising
source fTor non-profit organizations, and of maintaining a balance
between the goals of preserving wide participation by charitable
organizations while ensuring that organizations which do elect to
become involved have a real opportunity to realize net profits.

1.Section 20(b). This section would regulate anual
permits arnd Tees. Although the non-profits do not object to te
development of a sliding scale for the calculation of the anmual
permit Tfee, the Tfee uder subsection (b) appears to be an
unnecessary tex on gaming operations should the legislature
determine thatsuch a Tfee is essential, the +fTee should be
determined fran gross proceeds. A calculation based uvpon gross
proceeds would be nore equitable because it would eliminate te
ability of gaming operations to claim questionable deductions in
arriving at their net Tfigure. We believe that a figure set at
.005% ofF gross proceeds would be equal t 1% of accurately
determined net proce is.

2. Section 20(c). The non-profits believe that Section
05.15.020(c) is unnecessary. The financial arrangement between a
pull-tab distributor and the permittee or operator iIs a business
matter rot relevant to the Departhment's role in the permit
rernenal process.

3. Section 60. This section gererally addresses nmatters
which would be nore specifically govermed by regulations adopted
by the Department As you kow last year the Department
proposed substantial changes iIn the acurrent gaming regulations.
One of the proposed changes addresses the allovnwable operational
expenses which may be paid out of gross proceeds. The nNon-
profits we represent strogly believe that the cacurrent ad
proposed regulations impose unreasonable limitations which do not
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further the State’'s legitimate policy cf avoiding diversion of
funds to non-charitable purposes or organizations. For exanple,
current and proposed regulations L1imit the wages which may be
paid to enployees to one dollar over the established mininum
wage. The regulations also prohibit enployee bonuses under ary
circumstances.

The non-profits believe these wage limitations substantially
hinder and impede the responsible and professional operation of
gaming. As Iin any business, corpetent enployees are obtained by
hiring on a basis competitive with prevailing wage rates. By
offering competitive wage rates, gaming permittees would be able
1o ensure professional and courteous service tTo patrons. Given
the predisposition of the Department to impose a wage scale, The
legislature should address such iIinportant policy questions in
H.B. 299 by prohibiting the departmrent franm imposing arty hourly
wage scales.1

H.B. 299 proposes several other amerndnents to A.S. 05.15.060
which the non-profits believe should be revised. Subsection (3)
would immediately revoke permits arnd licenses if the chapter or
regulations are violated. Although the non-profits support stiffF
penalties for the violation of the gaming lanws, we believe this

proposed provision is fTar too b: . Rather, a standard should
be developed, recognizing that sarc violations are nore serious
than others, that a history of : .ctions is nore deserving of
revocation than a one-time uninte. -jal mistake, and that other

circumstances may bear on whethei or nNnot revocation is the
appropriate remredy.

Subsection (6) cocould be clarified Iin three ways: First, we
suggest inserting the following underlined language: "exclusion
fron participation iIin the operation of gares of chance of a
permittee,licensee, operator. or employee...". Second, the non
profits strongly believe that a period longer than Tfive years
after conviction for a felony should be required in the interest
of protecting the public and charitable organizations, and that
the time should run fran completion of a sentence rather than the
date of conviction. Finally, we suggest that this subsection be
revised to nmake clear that the limitation regarding persons wo

Although the drafr bill does rnot specifty whether enployees
of pennittees conducting games could be paid competitive wages,
the bill apparently would not 1imit operators fran paying their
employees above a certain ceiling.
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have committed a crime of noral turpitude is absolute, regardless
of the time that has Iapsed since conviction. WwWe strogly
believe this is an area where caution dictates an extra nmeasure
of protection.

We recommend that Subsection (8) be amended to establish a
minimum annual operating period of nine nonths and a nmexdinum
nutber of games per permit per noth of twelve. These lB1imits
would acknowlledge the TFiscal reality of the operation of gaming
activities: ifT the current cap on nine games per nmoth is
maintained, it will become increasingly difficult for charitable
organizations 1o realize ay substantial returm  on their
operations (since nmarny expenses are TFfixed costs). At the sanme
time, we agree that sonme limit on the nunber of ganes that nay be
operated under a permit is wise and fTurthers public policy
because it ensures that permitholders desiring to conduct only a
faw games will be able to do so. This, Iin turn, is desirable
because it spreads the benefit of this inmportant Tund-raising
source.

Subsection (9) of AS 05.15.060 would require the Department
o develop an accounting nethod including thebanking of all
receipts and pavments by check only. As youmay know, nost
patrons play ganmes of chance using only cash. Likewise, they
expect 1o receive their winnings Iin cash. With sufficient
safeguards in place regarding the recording and witnessing of all
transactions, this system works well. It also allons winrers to
twm arouad ad play a rnew gare. Requiring permittees ad
operators to bank by check creates an enormous and unnecessary
burden, and the Iincreased administrative costs of compliance will
only decrease net profits. INn addition, winners wo wish to play
another ganme would be required to endorse back their check for
cash, a sormaewhat pointless exercise. The non-profits are Tully
anare of the State's legitimate interest and concerm in full ad
accurate accounting of the proceeds, but believe that strict
controls on verification and intermal accounting procedures (a@s
are enployed at Lucky Strike) will eliminate arny difficulties in
ascertaining the anouts of receipts and payments.

As a gerneral matter, the non-profits believe an exenption
fron the definition of 'operator™ should be made for
permitholders who conduct only a very limited nurber of ganes for
other permitholders. The non-profits occasionally conduct gares
on the permits of other charitable organizations. (This is
because of the existing lown ceiling on the nunber of sessions
each of the non-profits nmay conduct)) These ganes are only a
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very small portion of the collective gaming revenues for all
Lucky Strike games. They are of great benefit to those
organizations that do not wish 1t become nore active ingaming,
ard wo would therefore nototherwise be able 1o secure a
Ffacility the size of Lucky Strike Bingo. Technically, uxder
these circumstances the non-profits may fall within the proposed
definition of "operators' wen acting in this capacity;but Iin
actuality, the non-profits arecertainly not "operators' as that
term is comonly understood.

To impose the requirenments of an '"operator”™ on the non
profits would be a considerable burden to both the non-profits
and the other charitable permitholders benefitting fran the
limited use of the non-profits’ Tacility. The exenmption from the
definition of ""operator” which we propose would be rmarrownv ad
would continue to include the category of gaming managers which
we agree should be subject to rigorous reporting and accounting
requirements. Without such a change, Lucky Strike would in all
likelihood be conmpelled to cease assisting other permitholders in

playing their permits. The non-profits believe that joint
ventures such as Lbucky Strike Bingo can only Tairly be
characterized as "permittees". For example, proposed Section

165 would impose nmary requirements on an operator which would
neither be appropriate rnNOr necessary iIin the case of a self-
operated joint venture like the non-profits.

4. Section 83. This section would require operators 1o
File certain reports nonthly, quarterly, and anmually with the
Department The non-profits suggest that these gquarterly ad
anmmual reports should also be Tfiled with the permitholders.
Further, we believe the qguarterly reports should include data
concerning the pricing, anmounts, and types of supplies purchased
on behalf of each permitholder during te qguarter. The
additional information and the fTurmmishing of reports to te
permittees would greatly decrease the opportunity for operators
1o '"skim" proceeds fTrom permittees, and allow the Department
sufficient Iinformation 1o Investigate suspicious transactions.
The iIinformation required In the bill's proposed operator-to-
permittee reports (see proposed A.S. 05.15.08) would be In
addition to the information required under A.S. 05.15.083 so dwat
Ffumishing the permitholder with both reports would not be
duplicative.

5. Section 112. This section should be revised to clarifty
that it would apply only 1o operators, not permitholders
conducting their onn games. This section does not anticipate the
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situation of a joint venture conprised of permittees, because It
requires that a menber of the "qualified organisation” Tulfill
certain duties. In a joint venture, enployees are In a sense
collectively enployed. The enployees are not necessarily members
of one of the four entities conmprising the joint venture, ad in
a sense all are representatives of the joint venture itselt.
"Representatives" rather than "members'’, should either be added
in all sections referring to members, or should replace the term
"member’.

6. Section 115. This section should be revised to specifty

that a written contract is required between a permittee and an
operator-. For instance, this section could be revised to state:
"A municipality or qualified organization holding a permit to
conduct an activity under chis chapter shall enter into a written
contract with an operator...". Further, the ocontract itselT
should expressly incorporate the operator-permitholder reporting
requirements set forth in the proposed legislation. Such express
incorporation will fTurther strengthen the accountability of te
operator to the permitholder.

Subsection (d) of the sarme section would require only 72
hours between the submission of a contract to the Department for
approval and the operation of gares under the contract. The non-
profits believe this time period is Tfar too short to allow
meaningful review by the Department The non-profits suggest
instead a 30-day period Tfor review. Further, the Department
should be directed to prorulgate regulations consistent wvith the
provisions and policy of the gaming legislation to guide the
contract review and approval process.

7. Section 128(a). This section requires an "operator” 1o

either report a minimum percentage of profit bi-quarterly, or to
pay the permittee a certain percentage per month The non-
profits believe a better formula in subsection (b) would be based
on the percentages set Tforth uwuder subsection (a) . The
subsection should read: "pay each nonth to each authorizing
permittee 30% of 15%% or nore of the adjusted gross Income as
calculated uder (1) of this subsection...”. The non-profits
be ;eve this formula nore Tully achieves the iIintent of the
provision.

S. Section 160(F) . This section requires that an operator
submit the results of a CPA audit to the Department by February
28 of each year. The non-profits believe this timeframe is o
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short, as such audits are corplex and usually cannot be conpleted
by the ed of February. April 15th would be a nore realistic
date.

INn subsection (g) of the same section, the non-profits
believe that the charge of losses resulting fran bad checks
against the net proceeds of the permittee is a nmnatter to be
resolved in the operator's contract rather than by legislation or
regulation. The parties nmay desire that the operator absorb the
costs.

9. Section 181 (e). This section would require pull-tab
manufacturers 1o provide nmodthly reports to the Department
concerning certain information on the sales ad distribution of
pul l-tabso The non-profits believe the pull-tab manufacturers
should also be required to submit a list of prices for the pull-
tabs, to ensure uniformity of price. The sane information should
be included in the operator's quarterly reports to the Department
and the permitholders. The requirement of Ffiling a price list
should also be a condition of receiving a permit under proposed
A.S. 05.15.183.

10. Section 183 fbK This section would prohibit
distribution of pull-tabs directly to another person in Alaska
fran a location outside of the State. The non-profits strogly
object 1o this proposed change fron existing l1law Such a
provision would inevitably lead to higher prices for pull-tabs if
in-state distributors were insulated fram out-of-state
competition. Indeed, it could well lead to a nmonopoly on such
distributing, a consequence directly at odds with the policy of
gaming in Alaska. The non-prof.its do not believe this provision
would be of benefit to ary persons other than the distributors
themselves. Again, we strongly believe this proposed change is
directly cotrary to the public policy purpose behind the gaming
legislation.

INn subsection (e) of the sanme section, the bill would
require distributors 1o pay a tax to the Department based aon a
formula which directly Ilinks the sale of pull-tabs to arouits
realized on pull-tab games. The non-profits do not object to the
imposition of a tax on distributors, but the tax should not link
the sale, of pull-tabs with the results of games. Such a link
would create iIin the distributor a direct financial interest Iin
the outcone of the games, and would increase the incentive for
tampering. Further, the lawnv should expressly prohibit the
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distributor fran passing the tax on to the operators or
permittees. IT the legislation does not contain a “pass-through”
prohibition, the distributor will simply increase the price of
pull-tabs and the purchasers of the pull-tabs will ultimately pay
the distributor’'s tax

11. Section 187. This section Iimposes a ceiling on the
total annual amount of prizes that nmay be anarded. As explained
1o us, the apparent purpose of this provision is to limit gaming
activities ad to sorehow ensure that nore permitholders will
have an opportunity to realize net profits fraon gaming The norr
profits are skeptical that ceilings on prizes achieve this goal,
and suggest that a reasonable 1imit on the nexxinum rnunber of
gares that may be played on a permit is a nore effective neans of
meeting te legislature's goals. (As stated above, the non-
profits suggest that a cap of 12 games per noth per permit would
oo Tfar Iin achieving both mexxkinum participation ad net profits
for the permittees.) I a permitholder is within uhat 1imit,
there is rno reason in logic nor in policy why the charitable
permittee’'s income should be limited.

IT¥ the legislature believes a ceiling on prizes iIs necessary
for some reason, subsections (b) ad (c) should be made uniform
Subsection () would limit a municipality or qualified
organization to a ceiling of $300,000 iIn prizes, but does rnot
include an option for exceeding that ceiling iFf the municipality
or qualified organization pays a 1% fee. Such an option, hownever,
is available uder subsection (b) for a municipality or qualified
organization. As there is rno reason O impose an absolute
ceiling nerely because an operator rather than a municipality or
other qualified enterprise is oconducting the games, the tho
subsections should both contain the 1% fee option. Further, the
proposed legislation should clarify wheter the $500,000 or
$300,000 ceilings are for all forms of gares conducted or per
category of gane. As written it is possible a peimittee could
offer bingo gares w o $500,000 and simultaneocusly offer pull-
tab games up t $500,000.

Subsection (e) would prohibit mixing or combining pull-tabs
fraon different series. Although the non-profits recognize that
the Iintent of the provision is t eliminate orne potential for
tanpering with a pull-tab series, they believe the provision
should be revised to allow mixing 16 of orne series with a full
series. This practical revision is necessary because wen only
1% of a series is left, sales usually decrease substantially.
Patrons resist purchasing from a less than apparently full pull-
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tab container, resulting In significant revenue losses for the
permittee. This occurs despite the fact the odds of winning an
the last pull tab are just as good as the odds of winning on the
First. Allowing a mix of 1% would not contribute to greater
potential for tampering, but would Increase the permittee’s
returm on the game. The intent would be to allow the last 109 of
a series to be placed on top of a rew series.

Subsection (F) of the same section prohibits withdraning a
pull-tab series fraon sale until all pull-tabs are sold. The
provision should be revised to iIinclude an exception allowmng
withdranal of a series wen ,? manufacturer’'s defect In a series
is discovered. The nonprofj N have learmed through experience
that a series is occasionally misnumbered, and cannot be sold.
Obviously, such a series must be wthdravwn.

12.Section 210. This section should be revised to
prohibit the sale of alcoholic beverages on the premises where
gaming is conducted, (perhaps with anexception TfTor specific
events such as ice classics). The non-profits are anare of a
gronng nunber of drinking establishments which are offering
pull-tab ("rippee') gares to their customers. The combination of
drinking and gaming does nrnot fTurther the public policy of

alloning charitableorganizations to raise fTunds for public
purposes.

Existing Section 150(a). This current provision
prohibits permittees fram dedicating proceeds 1o the
"acquisition, improvement, maintenance, or repair of
real. . .property...". A.S. 05.15.150(a). The proposed bill
leaves this provision unchanged, even though there is good reason
for repealing or modifying it. For instance, the non-profits

have determined that it nmay actually be less expensive 1o
purchase the TfTacility In which their games are presently
conducted than to continue leasing the premises. Section 150(a)
prohibits the use of gaming proceeds in this way. We believe the
lanv would better reflect the policy of ensuring mexdinum use of
proceeds for charitable purposes i such economic realities were
recognized in the legislation.

14. Familial relationships. The non-profits also suggest
that the bill incorporate a provision prohibiting fTamily
relationships between manufacturers, distributors, operators, axd
permittees. This l1imitation would decrease the opportunity for
arrangemrents for personal TfTinancial gain at the expense of te
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permittees.

15. "Adjusted Gross Income.ll Finally, the non-profits have
been advised informally that the House Committee on Labor ad
Comerce is considering a rew arendrent to the proposed
legislation which would define "adjusted gross income” as gross
income less prizes anarded ad less taxes paid on the gross
income. The non-profits support this amendment

In conclusion, the non-profits welcome revisions Iin the
current gaming legislation which would both meet the need for
strict accountability Iin the conduct of games, and further the
ability of charitable organizations to raise desperately needed
funds to meet the ever-increasing demand for health ad social

services, particularly Iin rural Alaska Recognition of tde
changed nature of the gaming industry and increased guidance
given the Department in promulgating regulations /il aid in

developing realistic charitable gaming legislation.

Lucky Strike Bingo has a reputation in the Departhment as a
"model”™ gaming operation. The fTour non-profit associations
comprising Lucky Strike Bingo strongly desire to maintain ad
foster an atmosphere of ‘clean” gaming. Both small ad jarge-
scale operations should be alloned to TFTlourish within a legal
Tfrarenwork which limits te opportunities for unlawful gain. we
look forvwvard to working closely with the Committee and the
Legislature in developing a legislative framnwork that meets
these goals.

Sincerely

By
Jill A. De La Hut

LBM:JAD/kg

cc: All Committee nenbers
Ginger Baine

File: comments.299



STEVE COWPEK, v, VERNOR

DEI'AIKTMENT OF HKVENI K PO. BOXS

JUNEAU. ALASKA 99811-0400
PHONE: (907) 465-2300

OFFICE OF THE COMMISSIONER

March 14, 1S6S

The Honorable John Sund, Chairman
House Judiciary Committee

Alaska State Legislature

P.0. Box V

Juneau, AK SS811

Dear Representative Sund:

It has been over twenty-five years since Alaska laws regulating
charitable gaming were written. During that period of time, charitable
gaming has changed from small scale church and club fund raising to a
complex industry. Charitable gaming has become a major source of revenue
for non-profit corporations. Some of these "non-profits” are fairly
large business activities. Gaming itself has grown way beyond what was
envisionea in the law, and beyond the scope of the resources available to
regulate it. You are aware of the miserable recent history of the
attempts at legislative change - bills vetoed, and bills deliberately
stalled in the legislature.

The basic idea of allowing gambling for eleemosynary purposes is the
heart of the law. Kith the present level of activity and resources, and
the present state of the lav; we can not be reasonably certain that the
right amount of money is going to the right place.

The committee members are considering HB 2SD. If HB 2SS incorporates
tho amendments offered by the department, it will go a long way toward
helping solve these problems. It would be especially helpful if the
regulations of gaming were moved to a regulator department, since
regulation of charities is not a revenue function, Also, the committee
should give consideration of establishing an advisory bo- d of public
members to help in this regulation.

We need action before the situation gets worr

HKmi 11
8&-7E

cc: house Judiciary Committee Members

Representative Dave Donley



AMENDMENT

Offered in the HOUSE By Donley
TO: CSHB 299(Judiciary)

Page 10, line 17:
Delete "05.15.125"

Insert "05.15.122"

Page 11, after line 14:
Insert the following new section to read:
"Sec. 05.15.124. MUNICIPAL REGULATION OF OPERATORS. A munic—
ipality may by ordinance prohibit an operator from conducting activ—

ities under this chapter within the municipality."”
Page 14, line 18:

Delete "05.15.125b"

Insert "05.15.122b"

-1- V9/88
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AMENDMENT

Offered in the HOUSE
TO: CSHB 299 (Judiciary)

Page 2, line 18:

Delete "or license"

Page 2, line 26:

Delete "or license"

Page 10, line 17:
Delete "05.15.125"

Insert "05.15.122"

Page 11, after line 3:
Insert a new subsection to read:
"(c) The authority of an operator to conduct activities within a
municipality is subject to the power of the department under AS 05.-
15.124 to prohibit the operator from conducting activities within the

munici pality.”

Reletter the following subsections accordingly.

Page 11, after line In:

Insert a new section to read:

3/9/88
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"Sec. 05.15.124. OPERATOR®"S NOTICE TO MUNICIPALITIES. @ Al
least 45 days before conducting an activity within a municipality or
behalf of a permittee or before renewing a license authorizing the
operator to conduct activities within the municipality, an operator
shall inform the department and the municipality where the activities
will be conducted of the operator®™s intent to conduct activities
within the municipality or to renew the license.

(b) A municipality, within 30 days after receiving the notice
required under (a) of this section, may forward its comments to the
department as to whether the operator should receive authorization to
conduct activities within the municiprlity.

(c) If a municipality recommends that an operator not be allowed
to operate within the municipality, the department shall prohibit the
operator from conducting activities within the municipality.

(d) An operator may appeal the denial of authority to conduct
activities w;&gge a municipality to the commissioner of revenue. The
commissioner [may”™ affirm the action of the department indenying au—
thority to conduct activities within a municipality if the commis—
sioner finds that the municipality had reasonable grounds for recom—
mending that the operator not be allowed to operate withinthe munici—
pality. |If the commissioner does not affirm the action of the depart—

ment, the commissioner shall order that the department authorize the

operator to conduct activities within the municipality,”

14, line 18:

Delete "05.15.125(b)"

/
-2- 3/9/88
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Insert "05.15.122(b)"

-3- 3/9/88



]:|

10

12

14

16

17

20

22

24

25

27

&3

WORK DRAFT WORK DRAFT WORK D)

5-09473
Utermoi
2/29/88
Original sponsor: Labor and Commerce
Committee
IN THE HOUSE BY THE JUDICIARY COMVMITTE

CS FOR HOUSE BILL NO. 299 (Jud)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "AN Act revising the state gaming laws.”

BE

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 05.15.020 is repealed and reenacted toread:

Sec. 05.15.020. ANNUAL PERMIT AND FEES. (a) A municipality
qualified organization nmay conduct an activity permitted under th
chapter, if the municipality or qualified organization pays the appr
priate permit fee and receives an annual permit issued by the depar
ment. The annual permit fee is

(1) $20 for an applicant that did not hold a permit durii
the preceding year;

(2) $20 for an applicant that had gross receipts of les
than $20,000 from activities conducted under this chapter during th
preceding year;

(3) $50 for an applicant that had gross receipts of $20,00
or nmore but not exceeding $100,000 from activities conducted uxke
Tthis chapter during the preceding year; or

(4) $100 for an applicant that had gross receipts exceedinc
$100,000 Frun activities conducted uwunder this chapter during te
preceding year.

(b) AN additional Tee shall be paid to the department an
by the municipality or qualified organization authorized to oconduct
activitievs under this chapter. The additional Tfee is

(D) one percent of the net proceeds of the act

thorized under the permit Iif the gross receipts fTor the activities
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were $20,000 or nore but not exceeding $100,000? or

(2) three percent of the net *prooeeds of theactivities auw
thorized uder the permit i* the gross receipts for the activities
exceeded $100,000.

(c) A municipality or qualified organization applying for re
al of the amual permit shall provide proof satisfactory to the de-
partment that it does not have an outstanding debt for payment of a
Ttax on pull-tabs under AS 05.15.183 1o a pull-tab distributor.

* Sec. 2. AS 05.15 is arendedby adding a nev section to read:

Sec. 05.15.025.MONEY DEPOSITED IN GENERAL FUND. NMoneyreceived
by the department under this chapter shall be deposited in the gereral
fund. The commissioner of administration shall separately account for
the norey deposited Iin the gerneral fud under this section. The
annual estimated balance Iin the account may be used by the legislature
Tto nmake appropriations to the department to carry out enforcemrent of
this chapter.

* Sec. 3. AS 05.15.030(a) is arended to read:

(a) At the time of fFiling an application for a permit or lice
under this chapter the applicant shall notify the city or borough
Nnearest to the location of the proposed activity of the application.

A local goverrment unit may protest the conduct of the activity in its
jurisdiction by resolution stating the reasons for the protest filed
with the departrent? protests are limited t the lack of qualifica-
tions prescribed by this chapter. This resolution is only a recomen-
dation by the city which may be considered by the commissioner in
determining whether to issue or refuse to issue a permit or license.

* Sec. 4. AS 05.15.030 is arended by adding a rew subsection to read:

(c) IT a permittee or licensee changes the location of an act

ity Iin the jurisdiction fTor which a permit has been issued, te
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permittee shall notify the department and the local govermment within
a0 days after moving to the rnew location.
Sec. 5. AS 05.15.060 is repealed and reenacted to read:

Sec. 05.15.060. REGULATIONS. The departmrent shall adopt regula-
tions under the Administrative Procedure Act (AS 44.62) necessary t
carry out this chapter covering, but not limited to

(1) the issuance, renewnwal, and revocation of permits ad
licenses;

(2) a nmethod of ascertaining net proceeds, the determina-
tion of items of expense that nmay be incurred or paid and the limita-
tion of the arouit of the items of expense to prevent the proceeds
fron the activity permitted fraon being diverted to noncharitable,
noneducational, nonreligious, or profit-making organizations, indi-
viduals, or groups;

(3) the immediate revocation of permits and licenses ar
thorized under this chapter If this chapter or regulations adopted
under it are violated;

(4) the requiring of detailed, sworm, Tfinancial reports of
operations from permittees and licensees including detailed statements
of receipts and payments;

(5) the investigation of permittees, licensees, and their
employees, including the Tfingerprinting of those permittees, licens-
ees, arnd enployees wmom the commissioner considers it advisable to
Ffingerprint;

(6) exclusion fram participation as a permittee, licensee,
or enployee of a permittee or licensee of a person convicted of, iIin
prison for, or on parole for a felony within the preceding Ffive years
or convicted of a crime involving theft or dishonesty or of a viola-

tion of a municipal, state, or federal ganbling lawy
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(7) the nethod and nmanner of conducting authorized activi
ties and awnwarding of prizes or anwards, and the equipment that nmay b
used;

(8) the nunber of activities that may be held, operated, a
conducted under a permit during a specified period; however, t¥x
department may not allow nore than nine bingo sessions per noith atT
35 bingo games per session to be conducted under a permit;

(9) a nethod of accounting for receipts and disbursements
by operators, including the keeping of records and requirements for
the deposit of all receipts in a bank;

(10) the disposition of funds Iin possession of a
or a person, municipality, or qualified organization that possesses an
operator’'s license at the time a permit or a license is surrendered,
revoked, or invalidated;

(r.* restrictions on the participation by employees of te
Departrent of Fish and Gare in salnon classics;

(12) other matters the commissioner considers nece
carry out this chapter or protect the best interest of the public.

* Sec. 6. AS 05.15.070 is arernded to read:

Sec. 05.15.070. COMMISSIONER [OF REVENUE] MAY BEXAMINE PERMIT-
TEES. The commissioner nmay examine or have examined the books ad
lecords of a permittee, an operator, or a person licensed to manufac-
ture or to distribute pull-tab ganmes Iin the state [THE COVMISSIONER
MAY REQUIRE THE PERMITTEE TO PAY THE REASONABLE COST OF THE BEXAMINA-
TION] . The commissioner may issue subpoenas for the attendance of
withesses and the production of books, records, and other documents.

* Sec. 7. AS 05.15.080 is repealed ad reenacted to read:

Sec. 05.15.080. REPORTS AND FEES REQUIRED OF MUNICIPALITIES AND

QUALIFIED ORGANIZATIONS. (a) A municipality or a qualified

CSHB 299 Flud)
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organization issued a permit uxer this chapter shall Ffile a regpor
with the department by the 45th day following each calendar quarter i

which the permittee had gross receipts of $50,000 or nore fra
activities authorized under this chapter. The report nust include th
type of activity conducted, the date and location of the activity, t¥x
amount of gross receipts, the anounit of authorized expenses, the value
of prizes anarded, the arouit of net proceeds, and other informatior
the departhment nmay require. Hownever, if the only activity oconducted
by a municipality or qualified organization during a calendar guarter
is a raffle or lottery, then the municipality or qualified
organization is not required to Ffile a regport under this subsection
until the raffle or lottery is conmpleted.

(b) «, municipality or a qualified organization issued a permit
under this chapter shall Ffile an annual report with the department oy
VMarch 15 of the year follomwing the year in which activities were ooy
ducted, accompanied by the payment of the additional Tfee, as may be
required under AS 05.15.020(b). The report must list the types ofF
activities oconducted, and, for each activity, the total arouit of
gross receipts, the total arouitt of authorized expenses, the total
value of prizes anwarded, and the total anout of net proceeds.

Sec. 8. AS 05.15 is amended by adding rnew sections to read:

Sec. 05.15.083. REPORTS TO DEPARTVENT BY OPERATORS. @ An
operator shall Ffile a report with the department by the l1ast business
day of the nonth folloming each calendar quarter in which an activity
was conducted. The report nust include, for each authorizing permit-
tee on whose behalf an activity wes conducted during the quarter, te
date and location of each activity, the type of activity oconducted,
the amunt of gross receipts, the anouit of authorized expenses, te

value of prizes anarded, the anrouit of net proceeds paid, and other
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information the department nmaey require; a conpleted Intermal Reveru

Service Form 941; and a copy of the operator's enployer contribution

and wage reports submitted to the Department of Labor for the garter

However,

iT the only activity conducted by an operator during th

calendar qguarter is a raffle or lottery, then the operator is ro

required t Tile a regport uxder this subsection until the raffle o

lottery is conpleted.

(b)

An operator shall file an anmual report with the depas

no later than February 28 of te year following the year in whicl

activities were conducted. The regport nust include, for each autho

rizing permittee aon whose behalf an activity waes conducted, the type®

of activities conducted, the total armouit <-F gross receipts, the tota

amount of authorized expenses, te total value of prizes anarded

total anmouit of net proceeds paid to each authorizing permittee,

annual report shall also include a conpleted Internal Revenue

Form W-2 for each person enployed by the operator during the

year.

Sec.

CEEDS.

(@)

05.15.087. REPORTS TO PERMITTEE AND PAYMENT OF NET PRO-

AN operator shall Tfile a monthly report wvith each author-

izing permittee for which the operator has conducted an activity

during the preceding nonthh. The regport nmust include a daily sumary

of activity oconducted uder the permit issued tTo the authorizing

permittee and an accounting of gross receipts, expenses, axd net

proceeds for the noth. A check in the armouit of the net proceeds die

To the authorizing permittee for the noth nust accomparny the report

The operator shall Tfile the regport by the 15th day after the exd of

the nonth covered by the report

(b)

AN operator shall Tile a quarterly report with e

rizing permittee for which the operator has conducted an activity

CSHB 299 £Jud)
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read:

during the preceding calendar quarter. The report musr contain quar—
terly summaries and year-to-date totals of the information provided
under (a) of this section. The operator shall file the report by the
last day of the month following the end of the calendar quarter.

(c) An operator shail tile an annual report with each authoriz—
ing permittee for which the operator has conducted an activity during
the preceding calendar year. The report must contain an annual sum—
mary of the information provided under (&) of this section. The
operator shall file this report by February 28 of the year following
the year in which the activities were conducted.

(d) An operator shall provide original 1invoice documents and
deposit slips upon the request of an authorizing permittee foi whom
the operator has conducted activities.

Sec. 9. AS 05.15.090 is amended to read:

Sec. 05.15.090. REPORTS TO THE LEGISLATURE. Before April 15
[MARCH 2] of each year the commissioner of revenue shall submit a
detailed report containing a summary of all reports required of per—
mittees and operators [RECOMMENDING A PERMIT FEE SCALE THAT WILL COVER
COSTS OF ADMINISTRATION AND ENFORCEMENT]. The attorney general and
the commissioner of public safety shall, vithin 10 days after the
convening of the legislature each year, submit a jointly prepared,
detailed report outlining the effect, if any, of the operation of this
chapter on the legal and law-enforcement activities of the state.

Sec. 10. AS 05.15 is amended by adding a new section to article 1 to

Sec. 05.15.095. GENERAL PROVISIONS RELATING TO THE FILING OF
APPLICATIONS AND REPORTS AND PAYMENT OF FEES. (@ The applications
and reports to the department required by this chapter shall be signed

under penalty of perjury by the following person, as applicable:

-1 - CSHB 299fJudH -



15
16
17
18
19

20

23
24
25
26
27
28

29

WORK~DKAFT WORK DRAFT WORK DR

*

CSHB 299 (Jud) -8-

(1) the member in charge for the qualified organization?

(2} a person authorized to sign on behalf of the municipa
ity;

(3) the operator or the operator 3 agent?

(4) the licensed pull-tab distributor or the distributor
agent? or

(5) the licensed pull-tab manufacturer or th" manufactui
er"s agent.

(b) A permittee or operator may not conduct an activity unde
this chapter during a period in which a report or fee 1is delinquent.

(c) A delinquent fee bears 1interest at the rate set by AS 43.
05.225.

(d A permittee or licensee under this chapter shall pay <
penalty of one percent of the unpaid balance, as determined by the
department, of a fee due under this chapter for each 30-day period oi
part of a 30-day period that the fee 1is delinquent. The department
may waive the penalty if the failure to pay the fee on time 1is due to
a reasonable cause, as defined by regulation adopted by the depart—
ment. The amount of the penalty nay not excoed 25 percent of the
unpaid fee.

Sec. 11. AS 05.15.100(a) 1is amended to read:

(@ The commissioner [OF REVENUE] may 1issue a permit to a munic—
ipality or qualified organization. The permit gives the municipality
or qualified organization the privilege of conducting bingo, raffles
and lotteries, pull-tab games, 1ice classics, rain classics, goose
classics, mercury classics, salmon classics, dog mushers* contests,
fish derbies and contests of skill.

Sec. 12. AS 05.15.100 i1s amended by adding a new subsection to read:

(©) The commissioner may 1issue an operator> license to a
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natural person to conduct an activity permitted under this chapter c
behalf of a municipality or a qualified organization. The commis
sioner may also issue an operator®s license to a municipality or
qualified organization authorized to conduct an activity on behalf o
another municipality or qualified organization.

Sec. 13. AS 05.15 1s amended by adding new sections to read:

Sec. 05.1S.112. MEMBER IN CHARGE. (@ Each municipality 01
qualified organization that receives a permit under this chapter shall
designate a member iIn charge.

(b) The member in charge 1is responsible for preparation, mainte-!
nance, and transmittal of nil records and reports required of the
permittee. The member in charge shall be a member of the qualified
organization or an employee of the municipality.

(c) The member 1in charge shall monitor the operator®s perfor—
mance under and compliance with contracts for the conduct of activ—
ities on behalf of the authorizing permittee.

(d The municipality or qualified organization shall designate
alternate members in charge who are responsible for the duties of the
member in charge in the absence of the member 1in charge.

Sec. 05.15.115. CONTRACTS BETWEEN PERMITTEES AND OPERATORS. (@)
A municipality or qualified organization holding a permit to conduct
an activity under this chapter may enter into a contract with an
operator licensed under this cnapter to conduct on behalf of the
municipality or qualified organization those activities permitted
under the authority of the permit.

(b)The contract between an authorizing permittee and an opera—
tor must include the amount and form of compensation to be paid to the
operator, the term of the contract, the activities to be conducted by

the operator on behalf of the permittee, the location where the

9. CSHB 299 (Jud)
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activities are to be conducted, the name and address of the member J
charge, and other provisions the department may require.

(c) A permittee may not contract with more than one operator a
a time to conduct the same type of activity. For the purposes of thi
subsection, bingo games, raffles, lotteries, pull-tab games, ic
classics, rain classics, goose classics, mercury classics, salmoi
classics, dog mushers * contests, fish derbies, contests of skill, ax
all activities permitted under AS 05.15.100(b) are each a different
type -if activity.

(d A permittee shall submit to the department a copy of each
contract with an operator with whom the permittee contracts to conduct
activities subject to this chapter. The permittee shall submit to the
department a copy of the contract or subsequent amendment of the
contract by certified mail at least 15 days before activities are
conducted under the contract or amended contract.

* Sec. 14. AS 05.15 is amended by adding new sections to read:

Sec. 05.15.125. OPERATOR 3 LICENSE. (@ A person, municipal—
ity, or qualified organization may not conduct an activity subject to
this chaptcr on behalf of a municipality or qualified organization
unless the person, municipality, or qualified organization has re—
ceived an operator"s license 1issued by the department.

(b) The department may issue an operator®s license to a nat
person, municipality, or qualified organization that

(@)) applies on the formprovidedby the department?

@) pays the annual fee of $500?

(3)- discloses the 1identity of persons employtd by the
applicant in a managerial or supervisory capacity;

(@) submits proof of liability insurance satisfactory to

the department? and

CSHB 299 (Jud) 10-
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(5) posts a bond or security satisfactory to the
in the amount of $25,000 for each permit under which the operate
operates up to a maximum of $100,000.

(c) The department may not 1issue an operator"s license to a
applicant if the applicant or a person employed by the applicant in
managerial or supervisory capacity, has been convicted of, 1in priso
for, or on parole for a felony within the preceding five years o
convicted of a crime involving theft or dishonesty or of a violatio:
of a municipal, state, or federal gambling law.

(d A licensee may not employ a person in a manager!?” or super—
visory capacity i1f the person has been convicted of, in prison for, oi
on parole for a felony within the preceding five years or convicted oi
a crime involving theft or dishonesty or of a violation of a munici—
pal, state,, or federal gambling law.

Sec. 05.15.128. REVOCATION OF OPERATOR®"S LICENSE. (@ The
department shall revoke the license of an operator who does not

(1) report an adjusted gross income of at least 15 percent
of gross income for two consecutive quarters based on the total opera—
tion of the operator; or

(2) pay to each authorizing permittee for two consecutive
quarters at least 15 percent of the adjusted gross income, as de—
termined under (1) of this subsection, received from activities con—
ducted on behalf of the authorizing permittee.

(b) A person, municipality, or qualified organization
operator®s license has been revoked under this section may appeal the
revocation 1if the person, municipality, or qualified organization
submits to and pays for a complete audit of the operator®s financial

records by the department. The results of the audit are conclusive.

* Sec. 15. AS 05.15.140(b) 1s amended to reads

‘11 CSHB 299(Jud)
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(b) In an application for a permit, a municipality or t;ualified
organizationshall disclose the name and address of each person re—
sponsible for the operation of the activity and whether any person
named

(1) has [EVER] been convicted of. inprison for, or on
parole for a felony within the preceding five years or convicted of a
crime involving theft or dishonesty or of a violation of a municipal,
state, or federal gambling law [MISDEMEANOR]; or

(2) has a prohibitedfinancial 1interest, as defined 1in
regulations adopted by the commissioner, in the operation of the
activity.

Sec. 16. AS 05.15.140(c) 1is emended to read:

(c) The commissioner [OF REVENUE] may not issue a permit for an
activity operated by a person who has been convicted of. iIn prison
for, or on parole for a felony within the preceding five years or
convicted of a crime involving theft or dishonesty or of a violation
of a municipal, state, or federal gamblinglaw [MISDEMEANOR].

Sec. 17. AS 05.15.160 is amended to read:

Sec. 05.15.160. AUTHORIZED EXPENSES. The only expenses that [AN
ITEM OF EXPENSE] may [NOT] be 1incurred or paid in connectionwith the
operation of an activity under a permit issued under this chapter are
[EXCEPT FOR] bona fide expenses reasonably necessary for

(1) goods, wares, and merchandise necessary for the opera—
tion of the activity;

(2) personal services [RENDERED THAT ARE NOT DIRECTLY OR
INDIRECTLY] involved with the operation of the activity, including
those [; OR

(©) PERSONAL SERVICES INVOLVED WITH THE OPERATION OF THE

ACTIVITY PROVIDED THE SERVICES ARE] performed by

CSHB 299 (Jud) 12



WORK- DRAFT WORK DRAFT WORK DF

A an employee of the permittee; [MUNICIPAL

IFIED ORGANIZATION,] or

{B) an operator [A CONSULTANT] hired by the permltt
to conduct [MUNICIPALITY OR QUALIFIED ORGANIZATION CONDUCTIN

the activity if [AND] the compensation 1is not related to t

receipts from the activity.

* Sec. 18. AS 05.15.160 1i1s amended by adding a new subsection to read

(b) Municipalities, qualified organizations, and operators sha;
pay their employees the prevailing wage for the work performed whi]
the employees are engaged in activities subject to this chapter.

* Sec. 19. AS 05.15 is amended by adding new sections to read:

Sec. 05.15.165. OPERATORS. (€)) An operator shall pay ne
proceeds to the authorizing permittee by check.

(b) IT the department finds that an operator has 1incurred ex
penses that arc not authorized under AS 05.15.160, the departmeni
shall order the operator to refund to the authorizing permittee th(
amount of the unauthorized expenses. The operator shall pay the
authorizing permittee interest on the amount ordered to be paid at the
rate of 1.5 percent a month for eachmonth or fraction of a month
between the date of the activity and the date the refund is made.

(c) The operator shall post in a public place on the premises
where the activities are conducted the operator®s permit and a copy of
the permit of each authorizing permittee with whom the operator has a
contract to conduct activities at the location.

(d An operator shall obtain liability insurance covering each
location where the licensee conducts an activity subject to this chap—
ter. The operator shall provide upon request proof of insurance for
each location to the department. The operator and the 1insurer shall
inform the department of changes in the coverage of the insurance or

13- CSHB 299 (Jud)
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of cancellation of the 1nsurance. Cancellation of the 1nsuranc
immediately suspends the rights of the operator to conduct activitie
under this chapter at the Jlocation covered by the 1insurance unti
subsequent insurance is obtained.

(e) An operator shall have 1i1ts financial records reviewed an
nually by a certified public accountant. The operator shall submi-
the results of the review to the department by February 28 of the yea:
following the year for which the review iIs conducted.

() An operator may not

(1) charge losses resulting from bad checks or uncollect-
able debts against the net proceeds due to the authorizing permittee;

(2) extend credit to players;

(3) employ house players;

(4) allow the operator®s employees to play a game conducted
by the operator at the Jlocation where the employee works for the
operator.

Sec. 05.15.167. OPERATOR™S BOND. (€)) The bond or security
filed under AS 05.15.125(b) must be made payable to the department and
must be conditioned upon payment of the amounts due to the department
and payment of net proceeds due to the authorizing permittee. IT the
operator fails to make the required payments, the operator forfeits
the bond or security to the department.

(b) The amount forfeited under (@) of this section
first used to satisfy delinquent fees, interest, and penalties due the
department under this chapter. IT the bond or security is not ex—
hausted by payment of delinquent fees, 1interest, and penalties, the
department may use the remaining amount to pay net proceeds due an
authorizing permittee. The total amount available for payment of net

proceeds shall be prorated among the permittees to whom proceeds are

CSHB 299 (Jud) ~14-
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due from that operator.

(c) The operator and the surety shall Inform the department

the bond is canceled or the security is impaired.
* Sec. 20. AS 05.15.180(b) 1s amended to read:

(b) With the exception of raffles, lotteries, Dbingo game;
pull-tab games, rain classics, goose classics, mercury classics
salmon classics, and other activities authorized under AS 05.15.
100(b), an activity may not be licensed under this chapter unless i
existed in the state in substantially the same form and was conducte
in substantially the same manner before January 1, 1959.

* Sec. 21. AS 05.15.180 1is amended by adding new subsections to read:

@ The total value of door prizes offered or awarded unde:
authority of a permit 1issued to a municipality or qualified orga-
nization under this chapter may not exceed $1,000 a month or $12,000 <
year.

(e) A person under the age of 19 years may not play a binge
game.

* Sec. 22. AS 05.15 is amended by adding new sections to read:

Sec. 05.15.181. PULL-TAB MANUFACTURER®"S LICENSE. @ A person
may not manufacture pull-tabs in the state unless the person has
received a pull-tab manufacturer®s license issued by the department.

(b)The department may 1issue a pull-tab manufacturer®s license
to aperson who pays an annual fee of $500.

(c) Each series of pull-tabs manufactured in the state shall be
sealed and have a serial number label 1i1ssued by the National Associa—
tion of Fund Ticket Manufacturers or other serial number label ap—
proved by the department.

(d A pull-tab manufacturer may distribute pull-tabs only to a
licensed pull-tab distributor unless the pull-tab manufacturer is also

<15- CSHB 299 (Jud)
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a licensed pull-tab distributor.

' (e Each pull-tab manufacturer shall report to e departmen
i the last business day of the month on each series of pull-tabs dis
i tributed during the preceding month, 1including the serial number o:
' each series distributed and the name of the distributor to whom th
i series was distributed.
’ Sec. 05.15.183. PULL-TAB DISTRIBUTOR"S LICENSE; PULL-TAB TAX.
! (@ A person may not distribute pull-tab games unless the person has
’ received a pull-tab distributor®s license issued by the department.
]; (b) The department may issue a pull-tab distributor®s license tc
a person who pays an annual fee of $1,000.
ji (©) Pull-tabs may be distributed only from a location 1in the
state. A person may not distribute pull-tabs directly to another
i person in the state from a location outside of this state.
5 (d A pull-tab distributor shall report to the department by the
’ last business day of each month on each pull-tab series distributed in
. the preceding month. The report must include the name of the permit—
tee to whom each series of pull-tabs 1is distributed and the serial
N number of each series.
;; (e) A pull-tab distributor shall collect a tax of three percent
” of an amount equal to the gross receipts less prizes awarded on each
- series of pull-tabs distributed. The pull-tab distributor shall pay
to the department the tax collected in the preceding month at the time
N that the report under () of this section 1is fTiled with the
* department.
25
Sec. 05,15.185. DISTRIBUTION OF PULL-TAB GAMES. Each series of
* pull-tabs distributed in the state shall be sealed and have a serial
i number label 1issued by the National Association of Fund Ticket Manu-—
22 facturers or other serial number label approved by the department and

CSHB 299 (Jud) ~16-
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may be distributed only to a municipality or a qualified organizati
that has obtained a permit issued under this chapter or to an operat
on behalf of an authorizing permittee.

Sec. 05.15.187. OPERATION OF PULL-TAB GAMES. (@ A municipal
ty or qualified organization may operate pull-tab games. Pull-tal
shall be obtained from a licensed distributor.

(b) A municipality or a qualified organization may award up 1
$500,000 in prizes each year if it uses only employees of the munic
ipality or members of the qualified organization to operate the pull
tab game. However, a municipality or qualified organization may awar
more than $500,000 in prizes if the municipality or qualified orga
nization pays a fee of one percent of the amount awarded 1In prize
after exceeding $500,000 in prizes. The municipality or qualifie
organization shall pay the fee on awards of prizes exceeding $500,00"
with 1ts annual report to the department.

(c) If a municipality or a qualified organization contracts witl
an operator to conduct a pull-tab game on its behalf, the municipality
or qualified organization may award a maximum of $300,000 in prizes.

(d A pull-tab series may not be sold at more than one location
during the same day.

(e) Pull-tabs from different series may not be mixed or com—
bined.

() A pull-tab series may not be withdrawn from sale until all
pull-tabs in the series are sold.

(@ Pull-tabs may not be sold to a person under the age of 19
years. A person under the age of 19 years may not purchase a
pull-tab.

(h) Each municipality or qualified organization that had gross
receipts exceeding $100,000 during the preceding year from activities

-17- CSHB 299 (Jud)
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conducted under this chapter or that 1is required to report unc
AS 05.15.080(a), that conductsa pull-tab game shall maintain recoi
for two years of each prize of $50o0r more, the first day and last c
that each series wasdistributed, the serial number of each serie
and the distributor from whom each series was purchased.

Sec. 23. AS 05.15.210(2) 1is amended to read:

(@) "charitable organization” means an organization, n
for pecuniary profit, that 1is operated for the relief of povert;
distress, or other condition of public concern in the sta® e[, AND THi
HAS BEEN SO ENGAGED FOR FIVE YEARS BEFORE APPLYING FOR A PERMIT UND]
THIS CHAPTER]?

Sec. 24. AS 05.15.210(3) 1is amended to read:

(€)) "civic or service organization™ means any branch c
lodge or chapter of a national or state organization that is a civi
or service organization, not for pecuniary profit, and authorized t
its written constitution, charter, or articles of incorporation, o
bylaws to engage in a fraternal, civic*, or service purpose 1in th
state [AND THAT HAS BEEN SO ENGAGED FOR FIVIS YEARS BEFORE APPLYING FO]
A LICENSE UNDER THIS CHAPTER];

Sec. 25. AS 05.15.210(5) 1is amended to read:

) "dog mushers® association™ means a civic, S
charitable organization in the state, not for pecuniary profit, formec
exclusively to promote interest in the breeding and training of dog
teams for work or recreational and racing purposes [AND WHICH HAS BEEN
IN EXISTENCE FOR FIVE YEARS BEFORE APPLYING FOR A PERMIT UNDER THIS
CHAPTER], but does not include an organization formed or operated for
gaming or gambling purposes;

Sec. 26. AS 05.15.210(7) 1s amended to read:

@) "educational organization™ means a civic, St

CsHB 299 (Jud) -18-
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charitable organization in the state, not for pecuniary profit, who
primary purpose 1s educational in nature and designed to develop t
capabilities of individuals by 1instruction [AND WHICH HAS BEEN
1EXISTENCE FOR FIVE YEARS BEFORE APPLYING FOR A LICENSE UNDER THi

CHAPTER];

* Sec. 27. AS 05.15.210(8) 1s amended to read:

®) "fishing-derby association” means a civic,
charitable organization in the state, not for pecuniary profit, whos
primary purpose 1is to promote interest 1in fishing for recreationa
purposes [AND WHICH HAS BEEN IN EXISTENCE FOR FIVE YEARS BEFORE APPLY
ING FOR A PERMIT UNDER THIS CHAPTER], but does not 1include an orga
nization formed or operated for gaming or gambling purposes;
Sec. 28. AS 05.15.210(10) 1is amended to read:

(10) "fraternal organization”™ means a civic, serviceM ol
charitable organization in the state, except a college and high schoo]
fraternity, not for pecuniary profit, that is a branch or lodge ci
chapter, of a national or state organization and exists for the commor.
business, brotherhood, or other interest of i1ts members [AND THAT HAS
SO EXISTED FOR FIVE YEARS BEFORE APPLYING FOR A LICENSE];

Sec. 29. AS 05.15*210(15) 1s repealed and reenacted to read:

(15) "net proceeds" means the gross vreceipts from an autho—
rizedactivity |less the fee described in AS 05.15.020(b), the expenses
authorized by AS 05.15.160, and the prizes awarded at the activity;
Sec. 30. AS 05.15.210(19) 1is amended to read:

(19) "police or fire department and company" means a civic,
service.*. or charitable organization in the state, not for pecuniary
profit, consisting of members of a police department or fire company
established by the state or a political subdivision of the state [THAT
HAS BEEN IN EXISTENCE FOR FIVE YEARS BEFORE APPLYING FOR A LICENSE

-19- CSHB 299 (Jud)
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UNDER THIS CHAPTER];
Sec. 31. AS 05.15.210(21) 1s amended to read;

(21) "qualified organization™ means a bona fide civic -
service organization or a bona fide religious, charitable, fraternal
labor, political, or educational organization, police or fire depari
ment and company, dog mushers®™ association, outboard mote
association, or fishing derbv [FISHING-DERBY] or nonprofit trac
association in the state, that operates without profits to its member
and that has been 1iIn existence continually for a period of thre
[FIVE] years immediately before applying for a license; th
organization may be a firm, corporation, company, association™, o
partnership;

Sec. 32. AS 05.15.210(22) 1is repealed and reenacted to read;

(22) "raffle and lottery” means the selling of rights tc
participate and the awarding of prizes in a game of chance conducted
by the drawing for prizes by lot;

Sec. 33. AS 05.15.210(24) 1i1s amended to read:

(24) "religious organization” means an organization, church,
body of communicants, or group, not for pecuniary profit, gathered in
common membership for mutual support and edification 1in piety,
worship”, and religious observances, or a society, not for pecuniary
profit, of individuals united for religious purposes at a definite
place and that [HAS BEEN SO GATHERED OR UNITED FOR FIVE YEARS BEFORE
APPLYING FOR A LICENSE AND] is recognized as a religious organization
under the federal income.tax laws and the selective service law;

Sec. 34. AS 05.15.210(26) 1is amended to read:

(26) "veterans organization”™ means a civic, service.*. or

charitable organization in the state, or a branch or lodge or chapter

of a national or state organization in the state, not for pecuniary
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profit, the membership of which consists of 1individuals who wer<
members of the armed services or forces of the United States, [ANl
WHICH HAS BEEN IN EXISTENCE FOR FIVE YEARS BEFORE APPLYING FOR |
LICENSE UNDER THIS CHAPTER].

Sec. 35. AS 05.15.210 1i1s amended by adding new paragraphs to read:

(27) "adjusted gross 1income"™ means gross income less prizes
awarded and state, federal, and municipal taxes paid or owed on the
income;

(28) "authorizing permittee” means a municipality or qual—
ified organization that authorizes an operator to conduct an activity
subject to this chapter on its behalf;

(29) "commissioner™ means the commissioner of revenue;

(30) "department™ means the Department of Revenue;

3D "distribute” means sell, distribute, furnish, or sup—
ply;

(32) operator"™ means a natural person who, or a municipal—
ity or qualified organization that, has obtained a license to conduct
an activity subject to this chapter on behalf of a permittee;

(33) "pull-tab game™ means a game of chance where a card,
the face of which 1is covered to conceal a number, symbol, or set of
symbols, 1is purchased by the participant and where a prize 1is awarded
for a card containing certain numbers or symbols designated in advance
and at random;

(34) "series" means a unit of pull-tabs with the same serial
number.

Sec. 36. AS 05.15 is amended by adding a new section to read:
Sec. 05.15.995. SHORT TITLE. This chapter may be cited as the

Alaska Gaming Reform Act.

21- CSHB 299 (Jud)
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DEPARTMENT OF REVENUE / ) ice building
! JUNEAU 99811-0400

March 1, 1988

The Honorable John Sund
Chairman

House Judiciary Committee
PO Box V

Capitol, Boom 122

Juneau, AK 99811

Dear Representative Sund:

At the February 29, 1988 Judiciary Committee Hearing on HB 299,

several questions were raised which need this Department®s response and
comment.

D

2)

3)

Should Municipalities be required to pass a resolution each year
supporting or rejecting an operator®s application for an operator's
license?

We believe 1t only appropriate for a municipality to pass a
resolution 1n the event they oppose an operator®s application. We
support local option to permit operators, but 1n the case of
Anchorage and Fairbanks, believe it would be cumbersome for local
government to respond affirmatively or negatively to every
application.

What 1is current law on minors participation 1n gaming activities?

Currently 15 AAC 105.110(8) prohibits persons under the age of 19
from playing bingo. No other restrictions apply, and the term
"minor™ is not utilized. HB 299 would put Into statute a prohibition
against persons under the age of 19 from playing pull-tab games.
Present law and HB 299 does not prohibit persons of any age from
purchasing lottery and raffle tickets. We do not recommend any
changes in this area.

Is there pending legislation prohibiting municipalities from charging
a sales tax on pull-tab sales?

We are unaware of any such proposal.



The Honorable John Sund
March 1, 1988
Page 2

4

Should the definition of operator be changed to ensure that operators
of multiple permits be subject to the operator licensing provisions
of HB 299?

There are two ways to address the situation. The cleanest would be
to permit the Department by regulation to further define the term
operator. The Department would be best able to react to operators
and permittees that attempt to create loopholes in the present bill
through 1its regulatory authority.

A second approach would require HB 299 to provide a comprehensive
definition of both "operator™ and "member in charge™ and to
differentiate between the two. All present operators hire their own
employees and we do not believe that members in charge do. This
difference should be exploited in making it impossible for the true
operator to avoid the licensing process by claiming to be a member in
charge.

Director
Income and Excise Audit Division

(907) 465-2320

SEK:rp
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BINGO HALL/OPERATOR

Northern Ughts/CAFRA
Susan Schettini

3605 Arctic Blvd. #457
Anchorage, Ak 99517
243-3559

276-7003

Jackpot Bingo
Susan Schettinin

Frontier Bingo
Paul & Sharroll
3020 Minnesota Blvd.
Anchorage

277-9361

Lucky Strike Bingo
Marlene Johnson

111 W. No.
Anchorage, Alaska

Mid-Town Bingo
Terry Tuttle, Mgr.
555 W. No.

Easy Street Bingo
Glen Nicholai
Anchorage

Fanslau

Lights Blvd.

Lights Blvd.

MULTIPLE-PERMIT BINGO HALLS
PERMITTEE

Work Preservation Trust
Painters Local 1140
Painters Apprecticeship
Mat-Su Baseball
Anch. Glacier Pilots
Plumbers & Steamfitters #367
Mt. McKinley Lions
Ak. Health Project
Ak. Dance Theatre
Holy Family Cathedral
Alpine Alternatives
Ak. Sports Fishing
ARCA
Ak. Laborers School
Spenard Lions Club
Subtotal

Akn. Sled Dog Racing Assoc.
Camp Fire Chugach Council
Anchorage Amateur Radio
Church of Religious Science
Susitna Girl Scouts Council
Ak. Center for Environment

Subtotal
Anchorage Shrine Club
Al-aska Shrine Temple
Al-aska Shrine AADNMS
US Volleyball Assoc.
Ak. Scottish Club
Subtotal

Ak Native Health Board

Aleutian Housing Authority

Aleutian Pribilof Assoc.

Kodiak Area Native Assoc.
Subtotal

Muldoon Tudor Lions
American Legion Post 21
Subtotal

Older Persons Action Group

GROSS RECEIPTS

$1,466,514.
398,849.
337,311.
641,912.
542,671.
203,842.
739,975.
262,780.
337,929.
763,068.
462,176.
286,295. .
760,715.

0.

752.271.
$7,956,308.

no report
$634,612.
599.078.
no report
652,577.
656.136.
$2,542,403.

no report
no report
no report
$574,759.
599.078.
$1,173,837.

$743,393.
608,175.
718,442.
744 .812.
$2,814,822.

$308,044.
425.537.
$733,581.

no report



5th Avenue Bingo
Martha Johnson
520 5th Ave.
Fairbanks, Alaska

Honest Bingo
permittee operated
Fairbanks

Alaska Bingo Mgmt.

3605 Arctic Blvd., #457
Anchorage, Ak. 99503
277-3559

Sue Griffin

Ak Goldpanners Baseball

Fbks Youth Sports

Fbks Arctic Swim Team

Fbks Amateur Hockey

SPEBSQSA (Barbershop Quartets)

Subtotal
Fbks Drama Assoc.
Monroe Foundation
Monroe Boosters
Catholic Schools PTA
Subtotal
Grandtotal

AFGE Council #121

AFGE Local #3296

Ak Center for the Environment
Ak Dance Theatre

Ak Laborers Local #341

Ak Health Project

Ak Jaycees

Ak Laborers Training School
Ak Sportsfishing Assoc.
Anch. Sports Assoc.
AFL-CIO

Akeela House

Alpine Alternative

ARCA

Barrier Free Rec

Basically Bach Festival
AWAIC - 371

Big Brothers & Big Sisters
Chugiak Hugh Basketball

Ak Democratic Party
District 5 Democrats
District 12 Republicans
District 11 Democrats

East High School Basketball
Holy Family Cathedral

IBEW Local #1547

Knights of Columbus

Mat-Su Baseball

Miss Ak Pageant

Mt. McKinley Lions
Plumbers & Steamfitters
Repulbican Party of Alaska
Susitna Girls Scouts
Special Olympics

Spenard Lions

$489,360.
490,576
223,993.
511,302.
255.546.
$1,970,777.

$962,204.
725,144.
314,349.
981.224.
$2,982,921.

$20.174.649.



HOUSE LABOR AND COMMERCE COMMITTEE

|
ALASKA STATE LEGISLATURE RO, BOX'V, JUNEAU 9981

(907) 465-3892

February 6, 1988

MEMORANDUM:

To: Representative John Sund, Chair
Members, House Judiciary Committee

From: Representative Dave Donley, Chair
House Labor and Commerce Committee

Re: HB 299 - Charitable Gaming

HB 299, relating to- charitable gaming, was introduced by the House Labor
and Commerce Committee and 1is currently before the House Judiciary
Committee.

HB 299 mak"!S several major changes in the statutes governing charitable
gaming operations in Alaska. The overall impact of the bill 1is to lessen
the paperwork burden on small charitable organizations, increase
ac.countibil ity for large operations, and to give the Department of
Revenue the tools they need to effectively regulate charitable gaming
activities. Key changes proposed in HB 299 would:

* Substantially increase the ability of the Department of Revenue to
enforce gaming laws and to investigate alleged violations.

* Increase fees charged to operators, lower fees and reporting
requirements for small charities, and raise fees for permittees
conduct large gaming activities.

* Direct the increased program receipts to be accounted for 1in such a
manner that they can be identified and appropriated by the
Legislature to DOR for enforcement of regulations governing state
licensed gaming activities.

* Recognize operators in statute and place them under tight controls
and reporting requirements to the Department and to their
permittees.

k Raise the annual limit on the amount of money allowed to be raised
on certain gaming activities such as pull-tabs. (From
$200,000/year undercurrent law to $300,000 for permittees who use
operators, $200,000 to $500,000/year for charitable organizations
who run their own games).



In order to fully understand the impact of HB 299, you should be
familiar with the current situation regarding charitable gaming permits
in Alaska.

It is estimated that current gaming permits generate in excess of $100
million dollars a year in receipts, yet the gaming industry pays less
than $100,000 in taxes or license fees to the State for regulation and
enforcement. The Department of Revenue 1is responsible for collecting
fees and regulating gaming activities, yet they have never had adequate
staff to keep track of required reports, let alone to investigate and
enforce gaming violations.

Worse, the Department is working from a statute that is virtually
unchanged from the 1960"s. Since that time, two major changes have
occured in the charitable gaming world. The first is the use of
"operators™, persons whc run a bingo parlor using permits from several
different organizations. Since the law didn"t anticipate "operators"™ it
is silent on the issue and the Department has no way to effectively
regulate them.

The second is the phenomenal growth of the pull-tab industry. Pull-tabs
comprise the lions share of charitable gaming proceeds. They are far
more profitable than bingo and pull-tab sales are almost always in cash.
A great deal of cash in many cases. Current state law restricts the
sale of pull-tabs to permitted organizations. However, there is no
mechanism under current law for tracking pull-tabs or accounting for
their sale and distribution.

As a consequence of this, HB 299 concentrates on three main areas: 1)
Raising enough revenues from gaming activities to pay for enforcement
and regulation, 2) recognizing operators in statute including requiring
licensing, bonding, insurance, and written contracts with the charitable
organizations, and 3) establishing an audit trail to effectively
regulate the sale and distribution of pull-tabs.

HB 299 1is a good consumer protection measure that will help the
Department regulate gaming in Alaska in a fair and effective manner and
will substantially increase the ability of charitable organizations to
raise money from their gaming permits. The measure 1is strongly
supported by the Department and the Alaska Charitable Gaming
Association.



February 29, 1988
MEMORANDUM

TO: Rep. John Sund, Chair,
House Judiciary Committee

FROM: John Hartle, PA,
House Judiciary Committee Staff

RE: CSHB 299 (Judiciary)

Attached please find a proposed Committee Substitute for
House Bill 299 - relating to the State gaming laws.

The CS makes 5 small changes to the L&C CS:

1. The L&C CS amendment to AS 05.15.210 reduces the number of
years from 5 to 3 that an organization must exist before
being a "qualified organization” to be eligible as a
permittee. (See page 20, line 9) The Judiciary CS amends
other subsections consistent with this (Sections 23-30) .

2. Changes "minor™ to "under 19 years of age"™ in prohibition
against gaming. (Page 17, Line 25)

3. The L&C CS allows operators to pay prevailing wages, the
Judiciary CS includes permittees, (page 13, line 8)

4. Page 2, line 7 after "debts"™ adds "for payment of a tax
on pull-tabs under AS 05.15.183."

5. Makes clear that municipalities can give approval to
operators as well as permittees. (Section 3).



tydifUna Gortutuutity, 9nc.

21 SOUTH FIANKLIN STREET
JUNEAU, ALASKA 99501
(07) 5366210

February 2°, 1°6S

Alaska State Legislature
Judiciary anc Finance Committee

Dear Sir/Macias:

After reading the HB-299 regarding games in the state (bingo)
the members of the Filipino Community Inc. would like to share
with you seme cf cur concerns with some of the proposed nev;
rules & regulations that might affect cur running the bingo
games at Filipino Community Hall on Thursday & Sunday evenings.

Section 1 - We are not in favor to the 3% tax based on net
proceeds and 3% tax on the adjusted gross income as suggested
by the State Dept of Revenue for the reason that this is
really detrimental to us. Being a non-profit organization

and solely dependent upon income generated form Bingo gam.es to
finance most to the organization®s projects, insurance,
maintenace and utility bills, 3% of the adjusted gross income
will really hurt us.

Section 5 - Regarding the examinations of books we have no
qualms at all for anyone to examine the bocks anytime provided
the organization will not shoulder the cost.

Section 6 - As to reports that are to be submitted quarterly,

we think that this is not very practical considering the time

and paper work, that are to be entailed doing such report. We
hope that the olu annual reporting would stay.

We hope that these concerns would be taken with serious
considerations of the consequences that it may bring to non—
profit organizations that passage of this bill will be a big-
burden to a non-profit organization like usl

Sincerely Yours,



Presi

George W. Easley
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240 W. 68th Avenue = Anchorage, Alaska 99518 « Phone (907) 349-4557
Block Plant: 7800 Lake Otis Parkway < Anchorage, Alaska 99507 « Phone (907) 344-0531



CITY OF DILLINGHAM

lingham Senior Citizens "Center

February 16, 1988

Representative John Sund, Chairman
House Judiciary Committee

PO Box V

Juneau, AK 99811

Dear Representative Sund;

Please read and share the following comments regarding HB299

with the House Judiciary Committee.

We have carefully reviewed 11B299 and support the revisions.
The changes would directly and positively impact our
operation. Because of the tightened funding situation
throughout, the state, this means of fundraising 1is all the
more important to us in maintaining the quality of our
services to seniors. We urge that HB299 be kept moving so
that we may begin operating under these new regulations as
soon as possible.

Thank you for considering our input during all of your hard
work.

Sincerely,

Rose Megll
Assistant Project Director

City of Dillingham + P.O. Box 191 « Dillingham, Alaska 99576 + (907) 842-1231



CS HB 299
Department of Revenue

Proposed Amendments
February 4, 1988

The following amendment to HB 299 1s offered for your consideration:
1. Page 2, line 5, delete the entire paragraph:

"The Department does not believe It has standing to determine the
legitimacy or non-legitimacy of debts between permittees and
distributors. Although we recognize that distributors are required to
collect the tax on pull-tabs sold to permittees, we do not believe that
this Is sufficient cause for Departmental Involvement in the collection
problems distributors may have, especially as it may apply to non-pull
tab type supply Items normally sold to bingo halls. This section also
does not provide any remedy, either to the Department or the distribution
in the event that a permittee becomes delinquent.™

2. Page 17, line 5, add the following sentence:

"For purposes of this section, a pull-tab game card which also serves
as entry into a raffle or lottery may not be sold at more than one
location during the same day."

3. Page 17, after line 11, insert a new paragraph (h);

"Pull-tabs may not be sold in any room, enclosure or outdoor area
where alcoholic beverages are sold, served or consumed."

The decision whether to allow pull-tabs to be sold 1n the same area
the liquor is sold is a policy question. Presently, bingo operations may
not be conducted 1in the same room where alcohol 1is sold, served or
consumed. Also, present law and regulation requires that a member of the
permit holder be present wherever an authorized gaming activity is taking
place. This rule is not being enforced and is also not being followed 1in
practice. A permittee or an operator on contract with a permittee will
not be present at all times pull-tabs are sold if and when they are sold
outside of the permittee"s establishment or bingo halls.To ensure that
charities receive their full share of the profits from pull-tab sales,
and that tight controls be placed over the accountability for pull-tab
receipts, this amendment should be adopted.

Page 2, line 12, delete "(h)" and add "(1)".



BILL NO: DATE: May 4' 1987

TITLE: o CONTACT: . i
"An Act revising state Maj. Walter J. Gilmour

gambling laws.™

To legalize certain types of gambling statewide and provide procedures
for issuing permits, collecting fees and monitoring gambling activi—
ties.

This proposed legislation would legalize certain types of gambling
statewide and provide procedures for obtaining permits, accessing and
collecting fees, conducting background checks and criminal history
checks on certain employees, and monitoring the activities of the
industry. The only portion of this legislation which will affect the
Department of Public Safety is the background investigations, criminal
history checks and fingerprinting of applicants, which would require a
full-time position of an additional «clerical person (Clerk 1V) to
perform the above functions and maintain files on same.

The Department of Public Safety is neutral on this legislation.

filj::tgz k&i E:Z!JSEI(:)



HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE EC. BOXV. JUNEAUM |

rol-

November 20, 1987

Commissioner Hugh Malone
Department of Revenue
P.0. Box S

Juneau, Alaska 99311-0400

Dear Commissione.::

Attached is a point by point response to the proposed charita—
ble gaming regulations issued by your Department on October

15. Before reviewing them, 1°d like to lay some arguments on
the table for discussion.

I believe it is unproductive for the Department to pursue
adoption of these regulations at this time. The reason 1is
three-fold.

First, the Department cannot seem to come to grips with the
question of operators - and that is at the heart of the
problem. The choice 1is to either ban operators altogether, or
to recognize them under law in such a way that they are taxed,
regulated, and held accountable for their own actions.

Instead, the proposed regulations give operators some legal
recognition, but provide no mechanism for regulating them.
This 1s a middle ground position that benefits no one.

Second, the main impact of the proposed regulations is to
allow the Department to abrogate their responsibilities for
regulation and enforcement and put the entire burden on the
group least able to handle it - the charitable organizations.
This 1s neither workable or fair.

A better solution, to my way of thinking, 1is to increase the
oversight and enforcement responsibilities of the Department,
and to pay for i1t with increased license fees.

Finally, as reflected in your notes, statutory change is
required for any meaningful change to occur. The Legislature
iIs currently considering HB 299, a comprehensive re-write of
charitable gaming laws, that addresses each of the 1issues
raised by the proposed regulations.

It makes sense for the Department to wait to implement the new
regulations until after the Legislature has had a chance to
work HB 299 through the legislative process.



I"m aware that this is a bind the Department has been put in
for several years - we ask you to wait to impose new regula—
tions until we"ve had a crack at i1t, you agree, then we fail
to adopt a bill by the end of the session, and we are all back
to space one.

I have a suggestion to get us out of this rut. If the Depart—
ment feels they must adopt new regulations regardless of what
the Legislature may do, make those new regulations effective
next year, after the Legislature adjourns.

That way, interested parties will know we have to make a
sincere and concerted effort to adopt workable legislation
next year. The benefits of playing a stalling game will be no
more and both the Legislature and the Department can get on
with the business of effectively regulating charitable gaming
in Alaska.

In closing, let me reiterate that I don"t believe the Depart—
ment should pursue new regulations until after the Legislature
has had the opportunity to adopt HB 299. If you choose to
impose new regulations before that time, 1 urge you to consid—
er the enclosed comments carefully, and to amend the proposed
regulations accordingly.

In any case, | remain committed to working closely with the
Department to assure that HB 299 becomes a measure we can all
support and so that charitable organizations can continue to
benefit from our gaming laws.

House Labor and Commerce Committee

cc: Senator Tim Kelly, Chair
Senate Labor and Commerce Committee

Sally Smith, Department of Revenue
Bob Evans, Governor®"s office
Mitch Gravo, Alaska Charitable Games Association



Comments on Proposed changes to Regulations
Governing Charitable Gaming in Alaska

By Representative Dave Donley, Chair
House Labor and Commerce Committee
November 20, 1987

Before embarking on a point by point analysis of the attached
regulations, let me make some general comments.

The proposed regulations reflect a sincere attempt on the part
of the Department to forge a workable solution on the question
of "operators™. While I feel the regs fall far short of
effectively regulating operators, | appreciate the effort
toward compromise.

The proposed regulations recognize operators - a step 1in the
right direction - but leaves the entire paperwork burden,
including policing the operator, on the permittee. This flies
in the face of the fact that most charitable organizations
engage an operator because they are not able to effectively
run their own permit in the first place.

The reporting requirements proposed under these regulations
are inadequate and unworkable. The prohibitions against
commingling of funds and the requirement of separate bank
accounts for each permit are simply unworkable in view of
current practice and accepted accounting principles. Annual
reports and other audit requirements are too few and far
between to effectively regulate abuses in a timely manner.

Finally, the proposed regulations will not increase the amount
of license fees, nor will i1t impose any fees on operators. As
a result, the Department cannot generate enough income off
chairitable gaming licenses to pay for enforcement of the
appropriate regulation or laws.

In short, the regulations will add a considerable paperwork
burden on the permittee and propose rather drastic changes in
standard operating procedures with little apparent benefit to
the permittee or the state.

That being said, lets take the proposed regulations a section
at a time:



SECTIONS 010 THROUGH 105

Why 1t 1s necessary to require that the member-in-charge of a
trade association®s gaming permit must be a "natural person.
Is there a particular reason for this? Why 1is it desirable to
prohibit corporations from operating permits?

SECTION 107

The major problems with the proposed changes in this section
is what isn"t covered. By recognizing operators but not
providing for any oversight of their practices by the Depart—
ment, the entire burden of policing operators falls on the
permittees, who are demonstrably unable to do so.

Section 107 does not require: timely and complete reports by
the operators to either the Department or the permittees,
bonding or liability insurance by the operators, any reporting
provisions to assure that operators are paying proper wages,
unemployment taxes, and are carrying required workers®™ compen—
sation coverage.

Section 107 does not provide for an increase in license fees,
so no funds are generated to pay for investigations and
enforcement by the Department.

Section 107 requires that operators must adhere to appropriate
rules and regulations and places the gaming permit at risk of
loss 1f an operator or their employee breaks any of the rules.
Under this section, a violation by an operator or their
employee would cost an organization their permit, yet the
operator would not be damaged in any way, nor would there be
anything to prevent them from contracting with other organiza—
tions. In fact, other than word of mouth, there wouldn"t be
any way for an organization to know if an operator had already
had problems.

Section 107 (a) - Again, why 1is it desirable to prohibit
corporations from being operators?

Section 107 (e) - The prohibition about an operator paying a
permittees expenses 1is unclear. Does this mean wages?
Supplies? Rent and utilities? Perhaps this should be spelled
out In the contract.

Section 110 (1) - In bingo parlors without video equipment,
the requirement of leaving the balls in place for five minutes
after the game would be difficult, i1f not impossible to meet.
IT a regular session consists of twenty games, it would
require nearly an hour and a half of waiting time.

Section 110 (J) - What happens if a winning patron has no
picture 1.D.? What happens to the prize money? Some



operators use a permit only once a month. Under the proposed
regulation, award of prizes can be delayed until the next time
the permit is used. What happens to the prize money 1in the
meantime?

Section 110 (1) - Can game tickets, bingo cards, pull-tabs, or
other gaming items be awarded in addition to the prize? What
does this section accomplish?

Section 110 (r) - | can understand why alcohol 1s not allowed
in an area where bingo is being played but why 1is it allowed
in an area where pull-tabs, raffle, and lottery tickets are
being sold. Is there something about bingo we should know?

Section 115 (@) - The $200,000 limit will be exceeded by many
organizations. There should be some way of reporting an
excess, with appropriate fines perhaps, but not with such
onerous punishment that permittees avoid reporting an inadver—
tent excess.

Section 125 (¢) - Good. This should have been done a long
time ago.

Section 125 (e) - This section makes sense on the surface
unless you have actually observed how pull-tabs are played,
particularly at bingo halls. It is routine practice to turn
winning pull-tabs (under $10) in for more pull-tabs. This is
usually done during a break between bingo games. Requiring
each person (there may be over a 100 people playing tabs at
one time) to go to the cashier and get two or three dollars
cash, then go to another cashier to purchase pull-tabs, will
obviously discourage players.

In addition, the section requires all pull-tab winners to be
recorded on a form provided by the Department. All winners?
Even one and two dollar winners? Logistically, how will a
permittee accomplish this?

Regardless of what the intent of this section 1is, its effect
will be to drastically reduce the number of pull-tabs pur—
chased, especially during bingo sessions.

Section 125 (g) - This section apparently intends to improve
accountability, but i1t won"t work and isn"t necessary.

Pull-tabs are an entirely predictable game. You know how many
pull-tabs are in a box/series, you know how much the
box/series cost the permittee, you know who much each tab
sells for, and you knew how many winners there are and the
exact amount of cash prizes.

Assuming that the integrity of the series 1is not iIn question,
accountability on the part of the operator to the permittee is
easy to verify.



When pull-tabs are played in bingo parlors, there are usually
numerous types/series available. Most series will not be
played out in one evening, so a particular run will be played
out under several permits. This section attempts to stop that
practice so that one permittee doesn"t pay a disproportionate
part of the winning tickets out of a particular series.

However, proper accounting of pull-tabs should prevent such

abuse, without having to maintain separate series/runs by
permit.

This regulation presents another problem. If patrons are
playing a particular series and the big winners haven"t gone
yet, how are they going to react when the operator takes the
run off sale for days or weeks until the particular permit is
being played again?

Section 155 (a)(@) - Why are these kinds of charitable gaming
exempt from restrictions placed on other types of gaming?

Section 160 - If this section 1is repealed, how will 1t affect

contests of skill such as archery, bowling, and pool tourna -
ments?

Section 165 - (@ (10) - There are some legitimate questions
about whether persons with a criminal record should be allowed
to work with charitable gaming. Our Committee, when review—

Iing this question, expressed support for prohibiting anyone
having been convicted of a felony from participating within
five years of the time their sentence/parole is completed, and
a permanent prohibition for persons convicted of gambling
offenses. I1*d suggest dropping the “"crimes of moral turpi—
tude™ language because, even though everyone likes to use the
phrase, no one knows exactly what it means.

Section 165 (b)(®) - Local operators tell us that the Munici—
pality of Anchorage doesn®"t know what tc do with an applica—
tion when they receive one. Is there a particular reason for
this section? Did any local government entity ask for this?

Section 170 (b) - Wonderful!

Section 180 (b) - What is the time frame for the Department
renewing a permit once the annual report has been submitted?
IT the previous year®s permit serves as a temporary permit
from January 1 through January 31 and gaming activity has to
cease i1f the annual statement isn"t received by the Department
by February 15, what authority is the permittee operating
under from January 31 to February 15? What happens when the
Department is late in sending the license renewal? 1 under—
stand that in the past, some licenses were not received until
March or later.



Section 190 (b) - This section is at the heart cf the Depart—
ments ability to move swiftly to close down charitable gaming
operations that are violating the law. The section 1is fairly
severe, although probably necessary given the current situa—
tion.

However, the penalties authorized under this section are
equally applied whether there has been a consistent, blatant,
and serious violation of the law or where an inadvertent or
easily remedied error has led to suspension.

The section does not provide any additional penalty or over—
sight when a particular permit is involved in more than one
suspension.

Under Section 190 (b) the Department may suspend a permit for
reporting errors or omissions. However, even If the reporting
error was made by an operator, the charitable organization is
held responsible and may loose their permit as a result.

Since operators are not licensed under the proposed regula—
tions, the Department has no way to hold operators accountable
for their own actions. There will be no license fees for
operators and no additional income generated for enforcement
efforts. As a result, the Departments®™ ability to use the
powers granted under this section will be greatly impaired.

Section 190 (b) (3) contains no provision to assure that, once
the mandatory hearing is held within 30 days of suspension,
the hearing officer will submit a report in a timely manner.
Since the Commissioner cannot act, and the permit cannot be
restored without a written report by the hearing officer, it
IS reasonable to require a report within a certain time frame.

Finally, the subsequent sections in the proposed regulations
that set minimum net proceeds make no provisions to accommo—
date operations that may have been closed down for a period of
time because of suspension. Once the permit is back in
operation, assuming the conditions that led to suspension are
corrected, there will most likely be a "slack™ time until
regular customers return on a regular basis. This will most
likely impact the operators ability to remit the required
amount to the permittee.

Section 205 (a) - Why 1is this section necessary? Has there
been a problem with the integrity of a given box/series of
pull-tabs?

Section 205 - The proposed regulations governing pull-tabs are
most striking by what they don"t do. The regulations do not
provide any mechanism to restrict or even identify in any way
who can buy, transport and sell pull-tabs in Alaska. The

regulations provide no mechanism for the Department (or anyone



else) to determine the number, type, and location of pull-tab
sales.

Without this primary information, there 1i1s no way for the
Department to subsequently track a series of pull-tabs in
order to know 1f the person who bought and sold them did so
legally, or whether a particular permit received fair reim—
bursement for pull-tabs sold under their license.

Section 210 (&) - This section, while necessary to assure that
the charitable organization has ultimate control over the
bookkeeping, 1is going to be extremely difficult to enforce.

As you know, the primary reason an organization engages an
operator 1is because they lack the volunteers who have both the
time and expertise to run a gaming operation, particularly
bingo. -

Given current practice and human nature, |1 suspect this
regulation will result in much subterfuge and little change.
An operator is a business person with extensive experience in
the kind of financial reporting required by the Department.
The "member in charge™ will not have anywhere near the knowl—
edge about the gaming business that the operator possesses,
and 1t will be the operator, not the "member in charge™ who
has the financial information to make the reports.

Therefore, the most likely scenario is that the operator will
keep and maintain the books, and the "member in charge” will
simply rubber-stamp them. The proposed regulation will still
place the "member in charge” at the "mercy" of the operator.

I suggest you look at an alternative - making the operator
responsible for the bookkeeping and reporting requirements to
the Department and for making regular reports to the
permittee.

This will provide the permittee and the Department with a
means to cross-check the financial reports. The permittee
will remain responsible for policing the operator and for
determining that the financial reports are fair, complete, and
accurate. The organization will maintain control over the
reporting, but will not be forced into collusion with the
operator in preparing financial reports to the Department.

This section should provide a way for a permittee to request
the Department to investigate or help them investigate when
they suspect irregularities in the way their operator is
conducting business. This will be hard to do as long as
regulations require a permit to be suspended when the operator
goes bad. It does not encourage permittees to effectively
police their operators.

Section 220 - A twenty percent limit on net proceeds may be
impossible to meet. The proposed regulations have no



provisions to cover '"start up" costs, when net proceeds will
be low. What action will the Department take against the

permit 1f the annual report reveals that the minimum was not
met?

An annual reporting requirement is not enough. Too much time
will elapse and too much damage can be done before the Depart—
ment will have the information Z0 take any action. Quarterly
reports would make more sense and could be easily handled with
an appropriate computer program. In addition to quarterly and
annual reports, the proposed regulations should include
provisions for monthly or even weekly reports when the Depart—
ment has reason to believe problems exist with a particular
permittee or operator.

Section 225 (b) - This provision is certainly superior to
current regulations f but there may be circumstances where
operating expenses may exceed twenty five percent for short
periods of time. What happens to the permit in such a case?

Section 225 (c) - What about pull-tabs being sold in bars? As
you know, many bar owners are taking a certain percentage of
the take as payment for selling the pull-tabs. Some call it
"rent"” . What does the Department propose to do about this
situation? What 1is reasonable rent? Wages? What happens to
the permit when this section of the proposed regulations is
violated?

Section 230 (a) - Does the requirement to provide a list of
prize winners who received $100 or more include pull-tab
winners?

Section 240 (c) - Is 1t necessary to require that prizes of
$100 or more be paid by check in order to properly account for
prize money? Section 230(a) requires that winners of $100 or
more must be listed on a form provided by the Department.

Will there be information on the checks that is different from
the information listed on the form? If not, what useful
purpose does it serve to require payment by check?

Section 240 (d) - This section has substantial problems and
will have a severe impact on the ability of operators to
efficiently account for the finances of the permit organiza—
tions they work for.

What purpose does 1t serve to require permittees/operators to
deposit all proceeds into separate bank accounts for each
permit? Have you identified specific problems with this
practice that cannot be corrected by improving the reporting
procedures? It is common practice for businesses to deposit
all their clients funds in a single business account. Why
should operators be any different?



This section will present tremendous problems with workersm
compensation and unemployment coverage for employees. The
operator is required to carry such insurance on their employ—
ees. Under this section, however, it is unclear whether the
workers are employees of the operator or the permit organiza—
tions. This section requires permit organizations to pay the
wages of the operators employees. This is a mess! (Not to
mention that it is probably in violation of IRS regulations).

Paragraph (d) assumes a profit on the part of a particular
permit. Otherwise, how would a permittee be able to pay wages
and expenses? What happens if the permittee fails to make a
profit for a month or even two? Who pays the rent, wages and
utilities then?

When you have an operator running a dozen permits a month, how
do you pro-rate rent and utilities? Will the landlord of a
bingo par?.or receive a dozen checks from a dozen separate
organizations each paying one twelfth of the rent? Our
municipal utilities company 1is going to love this one.

It appears that the intent of this paragraph is to make sure
that permittees, not operators, have ultimate control over the
finances. That 1is certainly an admirable goal but there are
better ways to accomplish it than what i1s proposed by these
regulations.

Section 245 - Again, my major problem with the auditing
requirements is that they will not be done in a timely manner.
Under the proposed regulations, eighteen months could pass
before a problem became apparent. Annual reports are not
sufficient for the Department to move swiftly and to meaning—
fully enforce gaming statutes. Quarterly reports, at a
minimum, should be required for large organizations or opera—
tors.

Section 245 (d) (1) requires that audits be done by a CPA.
While 1 have no problem with this provision, |1 understand that
rural residents have expressed strong opposition to requiring
a CPA.

Section 270 (b) - What is a "particular occasion”. Does that
mean only one permit can be played in a single day? As you
know, many bingo halls play two permits a day, afternoon and
evening session. In addition, one permit may be used for
bingo while another permit 1is being used for pull-tabs because
a given permittee may have exceeded their limit for pull-tabs.
Is 1t your intention to prohibit this practice?

* * * *



SECTIONAL ANALYSIS OF HB 299

Prepared by: Steven E. Kettel
Director, Income & Excise Audit
January 12, 1988

Section 1. ANNUAL PERMIT AND FEES.

The Department recommends that the annual permit and Fees listed 1n
subparagraphs 1, 2 and 3 of this section be modified slightly to Include a
fee of $20.00 for new applicants. In paragraph (b), 1f the Intent of this
section 1s to raise funds for the administration of the program we would
recommend that the basis upon which the one and three percent be based on
adjusted gross Income, not on net proceeds.. Levying a fee on net proceeds
would raise little revenue as most operations currently are not reporting
significant net proceeds.

Paragraph (c) requires the Department to secure information as to whether
or not a permittee has outstanding debts to a pull-tab distributor. This
section does not give us guidance as to what action the Department would
take 1f 1n fact there were outstanding debts to that pull-tab

distributor. We would suggest that since the relationship between the
permittee and the distributor is one of supplier to customer, and that the
Department of Revenue has no Interest 1n that transaction. This section
should be removed.

Section 2. MONEY DEPOSITED IN GENERAL FUND.

Paragraph (c). We would recommend that in place of 30 days In which to
notify the Department of a change 1n address, a in day mxLLce.

Inserted. Most permittees develop a plan prior to their moving and would
know well 1In advance the date upon which they would be moving their
facility.

1:
Section 4. REGULATIONS.

This section gives the Department broad discretion for the establishment
of rules governing gaming 1n the state. We are concerned about how very
hroarl this discretion is". especially in the determination of expense Items
that may be deducted by a charity 1n determining the net proceeds to
devote to non-profit making activities.

Subparagraph (3) needs a change adding after the word "licenses" the
phrase "authorized under this rhapfpr”- it needs to be made clear that
the Department will not be revoking the business licenses under Chapter
43, Section 70 but only those licenses that would be Issued under the

gaming statutes.

In subparagraph (6) of this section we are concerned about the difficulty
the Department may have 1in policing the employees of the licensee.
Operators come and go, they may have many employees that will work short
periods of time, and it may be very difficult for us to Insure that no



convicted felons are Involved In gaming activities as an employee. We
don"t really have any recommendations here, It"s Just that quite a bit of
language has been built Into the bill concerning keeping criminals out of
gaming activities, but little has been done 1n the wav of providing
effective means for Insuring they stay out.{~Also, the wording would allow
"a felon to direct or operate gaming activities, while on parole, or,
hypothetically while still 1n prison, so long as the five year period from
the date of commlting the crime had elapsed.

In subparagraph (8), the bill gives the Department broad discretion to set

the number of activities that may be held, operated or conducted during a ,
specified period. We feel that the law should be specific and not grant
this discretion to the Department of Revenue. Wr rernmmpnri ninp hingn
p_c.<:tnn«:._ppr-lmnni-h, 15-qamp-S-pp-H- cpssinn-

Subparagraph (9) provides that the Department will specify methods of
accounting for receipts and expenses. However, no guidance 1s given as to
whether, as under current law, a permittee must run all revenue and
expenses through their own separate bank account, or whether an operator
may act ?.s the clearinghouse for numerous permittees. Current practice we
believe Sas operators performing the banking function, the accounting
function for all permittees and only the net proceeds being transmitted tu
the charity. Subparagraph (9) would allow the Department to either
modify, take away from the operators that responsibility or to give it to
them. We think It should be a matter specifically addressed in this
legislation. We would support operators having the banking and reporting,
responsibility along with the reporting requirements in Section 7.

In subparagraph (10) we do not believe that the Department can mandate to
a manufacturer or a distributor licensed under this section what they do
with any funds that they may have at the time their license is--——————---—-
surrendered.! We feel that subparagraph (10) should be modified to read
“In possession of a permittee or”one who, possesses,an_onerators license at
the time a permit or a license 1s surrendered, revoked, or Invalidated."”
1T e
Section 6. REPORTS ANO FEES REQUIRED OF MUNICIPALITIES ANO QUALIFIED
ORGANIZATIONS.

Paragraph (a) requires a quarterly report from permittees having gross
receipts of $25.000 or more. We recommend that this amount be raised to
15.0-Q0Q .in order to eliminate unnecessary paperwork. Also, 1in paragraph
(b) we recommend that the committee consider extending the due date of the
annual report to March 15. This would give both operators and permittees
additional time 1n which to close their year end books and make an
accurate accounting of their gross receipts, expenses and prizes awarded
before filing.

Section 7. REPORTS TO DEPARTMENT BY OPERATORS.

We recommend that monthly reports not be filed with the Department by
operators. We do, however, support operators filing quarterly and annual
reports. We would recommend that the due date for the annual report by
the operator be changed to February 28.



Section 7. REPORTS TO PERMITTEE ANO PAYMENT OF NET PROCEEDS.

This section presents a major departure from current law which requires
permittees to make payments for all expenses. Recognizing that operators
are currently paying these expenses on behalf of the permittee, we support
this departure. We do request, however, that along with this report being
maae available to permittees on a monthly basis that paragraph (a) give
the permittee the express ability to request original Invoice documents
and deposit slips.

Paragraph (c) of this section requires the operator to file an annual
report with each permittee by January 31. This would be the same date
under current law, 1n which the permittee 1s required to file their annual
report with the Department. We recommend that all of the reporting dates
be reviewed In the bill to give ample time to both permittees and
operators to file annual reports.

Section 8. GENERAL PROVISIONS RELATING TO THE FILING OF APPLICATIONS AND
REPORTS AND PAYMENT OF FEES.

While we support the granting of extensions 1n paragraph (b), we are
concerned that most large operations will take advantage of this extension
and the Department will not be able to provide to the Legislature a
meaningful gaming report as required 1n another section of the statute.

We would also recommend that a paragraph (e) be Inserted. This section
would adopt penalty provisions for failure to timely pay on the
application or annual report and would also provide a penalty for failure
to timely file the monthly, quarterly or annual reports. As It now
stands, there is little incentive to file timely reports with the
Department.

Section 9,

In paragraph (c) we recommend inserting the word "natural" before "the word
person on line 1. The Department recommends that all operators be
Individual persons as opposed to operating 1n corporate form.

Section 11. MEMBER IN CHARGE.

We support the member in charge concept and recommend In paragraph (d)
that 1t read "The municipality or qualified organization shall designate
alternate members..."

Section 05.15.115. CONTRACTS BETWEEN PERMITTEES AND OPERATORS.

In paragraph (b) we recommend the last sentence add the phrase "and any
other Information the Department mav require-" | In paragraph (dfwe
rgcommenri that the permittee be responsible for,snhmlttinn tn the------—-—-
Department a copy of the contract and In the second sentence we recommend
that the contract be sent to us 15 davs before the activities are
conducted or the contract Ts amended. This will give the Department ample
opportunity to file its objections or make comments concerning provisions
1n the contracts.



Section 12. OPERATOR'S LICENSE.

Paragraph (a) possibly needs a technical change 1n that we do not find AS
05.15.189 anywhere 1n this draft document or existing statutesJ in
paragraph (b) we recommend removal of subparagraph (3) . We wish this

eliminated because we want all operators to be natural persons. In
paragraph (c) we recommend that line 10 eliminating the phrase "a person
having a significant interest 1n the applicant”. This phrase again refers

to one who would have some sort of ownership Interest 1n an operator as In
the corporate form of ownership. Along those same lines we recommend

paragraph (d) be eliminated.

Section 05.15.128. REVOCATION OF OPERATOR®S LICENSE.

Paragraph (a) (1), we do not understand what the definition of "profit"” |Is
to be. We believe that the term should be net proceeds.

Section 16. OPERATORS.

Subparagraph (e), line 2, page 13 we recommend Inserting after the word
"shall™. the_Dhrase.."[jdon...reauestl,

Section 18. PULL-TAB MANUFACTURER®"S LICENSE.

In paragraph (c) we are concerned and question the rationale for requiring
that pull-tabs be.dlstrlbuted only from a location In the state Current
practice has permittees buying from pull-tab distributors located both
within and outside the state. This provision would probably create an
extra level of administrative cost to the charitable organizations. We
also support the concept that the distributor shall pay the 3% tax to the
Department. This makes sense, in that the Department will collect the tax
whether or not the pull-tabs are sold or distributed throughout the state.

Section 05.15.187. OPERATION OF PULL-TAB GAMES.
1: r
In paragraph (b), we support raising the prize limit for pull-tab games to
at least $500,000.00 and would consider raising 1t beyond $500,000.00. We
do not understand why organizations that use operators should be limited
to a maximum prize award of an amount less than those organizations that
- dc-uot .usa.japiexatocs---Wp_rprpmmp.firlL_rnns_i_<d-pnry in setting total prize
limits. We recommend one other restriction not found in HB 299. That
being the elimination of door prizes. Many small operations are unable to
compete with the larger bingo halls in attracting players for their games
because of the large amount of prizes being given away at the door. We
would suggest that these door prizes either be severely curtailed to an
amount not to exceed $500.00 in value of merchandise to be given away 1n
any one session or an annual limit be set. In no event.should cash he
given away as a door prize. We enthusiastically support paragraph (d)
restricting pull-tab series from being sold at more than one location
during the same day. Currently, there Is a statewide lottery/pull-tab
operation being run by a local Glennallen permittee. The tickets resemble



in every characteristic a pull-tab with one exception. One of the tabs
contains a chance at a $100,000.00 grand prize drawing. These
pull-tab/lotterv tickets are being marketed throughout the state 1n many
business establishments at one time. Paragraph (d) would prohibit such an
operation from existing. The Department would support even stronger
language to curtail this statewide pull-tab distribution. Concerning
paragraph (g) we recommend raising the records maintenance for pull-tab
winners from $25 to $50. This will lessen the records maintenance burden
on the permittees.

Section 21.

In subparagraph (22) the definition of raffles and lotteries, we are
-1-QQkirLg-fQf_a_hetté&r_def-Ini.tlon of the term lottery and raffle.Twe~J
believe the two to be nearly synonymous. Also given the fact that we have
one statewide lottery at this time using a pull-tab type ticket we feel
that the del .nltlon should be a little bit more restrictive. In
subparagrapii X32) the definition of "operator", we would insert the word
"natural” before the word person to make it clear that an operator cannot
take any other form of ownership.



10.

11.

12.
13.

14.

15.

Markup of Department of Revenue Sectional Analysis of

HB 299 - ALASKA CHARITABLE GAMING REFORM
By the House Labor and Commerce Committee

$20.00 fee for new applicants? YES/NO

Three percent tax from net proceeds instead of adjusted
gross? YES/NO

Delete Paragraph (C)? YES/NO
Ten days instead of 30? YES/NO

If the committee wants to futher define what "reasonable
expenses"™ are, we have some recommended language.
YES/NO

YES/NO

Neither committee staff nor the Department of Revenue has
any suggestions to correct the problem identified here.

This problem i1s taken care of in amendments the committee
agreed to adopt on Tuesday, January 12. (See Utermohle
memorandum & amendments).

Subparagraph (8) 1s 1identical to current law. The
limitations on bingo sessions are currently 1in
regulations. Does the committee want to put them into
law? YES/NO

Should we adopt Ilanguage specifically requiring (and
authorizing) operators having the baniing and reporting
responsibility? YES/NO

Subparagraph (10) 1is 1identical to current law. Should we
delete 1t? YES/NO

Should suggested language be added? YES/NO

Raise the quarterly report limit from $25,000 to $50,0007?
YES/NO

Department suggests extending due date for annual report
to March 15 then further suggests extending it to
February 28 (see item #15) The Alaska Charitable Gaming
Association (ACGA) suggests the operator sumbit annual
reports to permittee and the Department of February 28
and that the permittee submit their annual report to the
Department by March 15.

Should monthly reports be eliminated? YES/NO
Should dates for annual report be changed? (See question
#14)



16.

17.

IS

19.

20.

21.

22.
23.

24.

25.

26.

27.

Should language be 1included to give permittees authority
to request original invoices and deposit slips? YES/NO

See question #14.

Should HB 299 clarify what constitutes a "reasonable
cause for delay”™ or should the Department be expected to
do 1t through regulation? LAW/REGULATIONS

Should penalties fcr repeated late reports be set in
statute or should HB 299 expressly authorize and require
the Department to develop regulations that call for
suspension or revocation of an operators license when
they are consistently late in submitting reports?
LAW/REGULATIONS

Insert the word "natural™ (thus prohibiting corporations
from being operators) YES/NO

Should municipalities be required to designate members 1in
charge when the regular member 1in charge 1is absent?
YES/NO

Should we add recommended language? YES/NO

Should the permittee or the operator be responsible for
submitting a copy of the contract to the Department?
PERMITTEE/OPERATOR

Should we require a copy of the contract tc go to the
Department 15 days Dbefore activities commence (as
recommended) or keep it at 72 hours (as 1t is in HB 299)?
15 DAYS/72 HOURS.

This problem 1is corrected by amendments the committee
agreed to on Tuesday, January 12.

IT the committee decided under question #20 to prohibit
corporations from being operators, then these changes
should also be adopted. YES/NO

Suggested language change:

Sec. 05.15.128 - The department shall revoke the license
of an operator who does not

(1) report net proceeds of no less than 15 of the
adjusted gross income for two consecutive quarters based
on the total operation of the operator; or

(2) pay for two consecutive quarters to each authorizing
permittee no less than 15 percent of the adjusted gross
income, as determined under (1) of this subsection,
received from activities conducted on behalf of the
authorizing permittee.



28.
29.

30.

31.

32.

33.

34.

Include the words "on request"? YES/NO

Should we keep [language 1i1n HB 299 requiring that
pull-tabs be sold only from within Alaska by licensed
distributors? YES/NO

Should there be a different annual prize limit on
organizations that use an operator than organizations
that run their own games? YES/NO.

Should we prohibit door prizes? YES/NO

Should we put a limit on door prizes? YES/NO

(If the committee decides to limit door prizes, ACGA
suggests beginning at $1,000 per month or #12,000 per
year for each permit.)

Should records maintenance for pull-tab winners be raised

to $50.007? YES/NO

If the Department is looking for a better difinition of
raffles and lotteries, they should provide it!

IT the Committee has decided to prohibit corporations
from being opertots, this recommendation should be
adopted. YES/NO
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CONTINUATION OF FISCAL NOTE ANALYSIS
For Bill/Resolution No. HB 299

The Division of Alaska State Troopers anticipates being responsible
for providing background checks on organizations and individuals who apply
for gambling permits. It is expected that AST will receive from the
applicants partially completed applications (with funds attached to send
with a certified fingerprint card to the F.B.l1.). Based upon an estimate
of 1,200 background checks per year, a full-time Clerk IV will be required,
based upon our experience with Security Guard Licensing. Program Receipts
from receipt of permit requests are not anticipated to offset any costs to
DPS. Background checks will involve APSIN/NLETS/AAFIS checks, processing
of fingerprint cards to the FBI (3-4 months delay) and filing of permit
application checks. A micro computer will be utilized to maintain data on
applicants and to meet reporting requirements needed under this bill. A 3%
inflation factor has been added to costs after FY88 for line items except
equipment which is needed in the first year only.

Personal Services

Clerk 1V, Range S, Step A, PFT $21,564
Overtime 120 hours 1,990
Subtotal 23,554
Benefits 4,490
SBS 1,444
Health 3,214
Total Personal Services 32,702
Contractual
Maintenance on computer 400
Telephone costs 1,000
Total Contractual 1,400
Supplies
Forms (Applications, licenses) 2,000
Office Supplies 750
Miscellaneous 250
Total Supplies 3,000
Equipment
Compaq Computer, Software, Printer, etc. 9,000
Desk 691
Chair 345
Computer table 300
Side chair 184
Filing cabinets (6) 1,338
Storage cabinet 385
Total Equipment 12,243

Total 49,345

page 2 of 5



Position Ti||C lerk IV

Time Slalus Staff anths
PFT 'LZJ L
m m
Type of Expenditure
1 2
Salary ?1
Benefits 4 jdQf)
Premium Pay 1,990
Olhcr SBS & Health 4 FRA
Total Personal Services
Travel
Contractual
CCommodilies
Equipment
Uiiicr
Trial Cost
Funding Source for Tolal Cost
Federal Receipts 1002
St F. Match 1003
General Fund 1004
I-A Receipts 1006
C1P Receipts 1061
Otrer
&\t
eiS:e
S®w

Request For

New Position

g

* Agency

BRU

Component

Amount

99 1

1.4
1.0
39 9

49.1

"V rVi=-0- 3N

TO7T

Public Safety

Alaska State Troopers

Director"s Office

No. of Positi(ins RangcJStc” Barg. UnitGGU
Location Election District
Anchorage 7-12

Justification

This position will be responsible for processing
applications and recording all related data,
including fingerprint checks, criminal history
checks to include APSIN/NLETS/AAFIS checks, as
well as answering questions from the public and
applicants. The position will be responsible for
developing and implementing regulations relating
to business. This Clerk 1V must be a notary
public in order to be able to notarize applica—
tions. The Clerk IV must be able to fingerprint
applicants. This position will need to have a
general bookkeeping knowledge in order to be

able to handle the processing of application fees.

FY 88

of 3
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HOUSE BILL 299
Department of Revenue

Position Statement
January, 1988

Prepared by
Steven E. Kettel, Director
Income & Excise Audit Division

The Department of Revenue supports the many provisions contained within HB
299 which will update the present statutes and assist the Department in its
efforts to ensure that charities remain the beneficiary of the proceeds from
gaming activities in Alaska.

We support the following concepts in HB 299:

1) The requirement that pull-tab manufacturers must be licensed and file
reports with the Department, and affix labels to each sealed series of
pul l-tabs.

2) The requirement that pull-tab distributors must be licensed and file
reports with the Department, and pay a fee for each pull-tab series sold.

3) The requirement that operators be licensed and file reports with the
Department and with the permittee.

4) The requirement that permittees utilizing theservice of licensed operators
must enter into formal, written contract.

5) The concept that operators must report a profit and pay a minimum
percentage of the net proceeds to the permittee to retain their license.

6) The concept that operators may provide accounting and banking services for
the permittee but the permittee will remain responsible for games conducted
on their behalf through their member in charge.

7) Restricting operators and their employees by forbidding gaming activities
from being conducted by convicted felons.

8) We support raising the annual prize award limit. Public testimony on our
gaming regulations this fall overwhelmingly supported raising the limit to
an amount even greater than that in this bill.

9) We support program receipts funding for enforcement activities conducted by
this agency.

Attached to this position paper are additional comments and recommended
technical changes we have for HB 299. In addition to the provisions and
concepts addressed in this bill, we would like to suggest two additional
provisions be considered.



HB 299
Position Statement

Page 2

1) > local charity 1s currently operating a statewide "lottery"”, selling a
pull-tab like ticket through many different vendors. The tickets offer a
chance at an Instant payoff of from $2 to $50, or the opportunity to be
entered 1n a grand prize drawing for $100,000. This activity strains
current regulations and statutes to the breaking point and goes beyond
several time honored customs, l.e. lottery tickets are being sold outside
the permittee®s general locality and control, and pull-tabs are available
In outlets frequented by minors. Section 17 of HB 299 at 05.15.185(d)
appears to prohibit the sale of only pull-tabs at more than one location.
The question remains, are these "lottery” tickets or are they pull-tabs?
We request that the bill clearly state that all pull-tabs, whether used in
the traditional manner or in a lottery style be prohibited from being sold
1n more than one location at a time.

2) Recently, pull-tabs have found their way Into bars and lounges throughout
the state. Responsibility for accounting of the gross receipts and net
proceeds have been effectively transferred to the bar owner/tender. We
recommend that pull-tabs only be sold on the permittee"s premises under the
control and supervision of the member-1n-charge or the operator.



STEVE COWPER, GOVERNOR
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OFFICE OF THE COMMISSIONER

March 14, 1988

The Honorable John Sund, Chairman
House Judiciary Committee

Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Representative Sund:

It has been over twenty-five years since Alaska lav/s regulating
charitable gaming were written. During that period of time, charitable
gaming has changed from small scale church and club fund raising to a
complex industry. Charitable gaming has become a major source of revenue
for non-profit corporations. Some of these "non-profits" are fairly
large business activities. Gaming itself has grown way beyond what was
envisioned in the law, and beyond the scope of the resources available to
regulate it. You are aware of the miserable recent history of the
attempts at legislative change - bills vetoed, and bills deliberately
stalled in the legislature.

The basic idea of allowing gambling for eleemosynary purposes is the
heart of the law. With the present level of activity and resources, and
the present state of the law we can not be reasonably certain that the
right amount of money 1is going to the right place.

The committee members are considering h'B 299. If HB 299 incorporates
the amendments offered by the department, it will go a long way toward
helping solve these problems. It would be especially helpful if the
regulations of gaming were moved to a regulatory department, since
regulation of charities is not a revenue function. Also, the committee
should give consideration of establishing an advisory board of public
members to help in this regulation.

We need action before the situation gets v/orse.

HMzml 1
88-75

cc: House Judiciary Committee Members

Representative Dave Donley



AMENDMENT

Offered in the HOUSE

TO: CSHB 299 (Judiciary)

Page 2, line 18:

Delete "or license"

Page 2, line 26:

Delete "or license"

Page 10, line 17:
Delete "05.15.125"

Insert "05.15.122"

Page 11, after line 3:
Insert a new subsection to read:
"(c) The authority of an operator to conduct activities within a
municipality 1is subject to the power of the department under AS 05.-
15.124 to prohibit the operator from conducting activities within the

municipality."”

Reletter the following subsections accordingly.

Page 11, after line 14:

Insert a new section to read:

3/9/88
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Utermohl

"Sec. 05.15.124. OPERATOR®"S NOTICE TO MUNICIPALITIES. ()
least 45 days before conducting an activity within a municipality
beha?f of a permittee or before renewing a license authorizing t
operator to conduct activities within the municipality, an operati
shall inform the department and the municipality where the activitic<
will be conducted of the operator®s intent to conduct activitic
within the municipality or to renew the license.

(b) A municipality, within 30 days after receiving the notic
required under (a) of this section, may forward 1its comments to th
department as to whether the operator should receive authorization t
conduct activities within the municipality.

(c) IT a municipality recommends that an operator not be allowe
to operate within the municipality, the department shall prohibit th
operator from conducting activities within the municipality.

(d An operator may appeal the denial of authority to conduc

Lcipality to the commissioner of revenue. Th(

the action of the department 1in denying au-

thority to conduct activities within a municipality if the commis-
sioner finds that the municipality had reasonable grounds for recom-
mending that the operator not be allowed to operate within the munici-
pality. IT the commissioner does not affirm the action of the depart-
ment, the commissioner shall order that the department authorize the

operator to conduct activities within the municipality.”

14, 1line 18:

Delete "05.15.125(h)"

2- 3/9/88
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Insert "05.15.122(b)"

-3- 3/9/88
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March 9, 1988

Honorable John Sund, Chairman

House Judiciary Committee n
State Capital Building

P.0. Box V (Mall Stop 3100)

Juneau, Alaska 99811

Dear Representlve Sund,

Here are our comments 1n response to each of the proposed amendments
contained 1n Lloyd Miller / Lucky Strike Bingo®"s letter to the Judiciary
Committee. We either agree with or have no opposition to seven of their
nine concerns.

I
1) The Department ag;ees that 1t should not be policing a matter that
should be between the permittee and the distributor.

2) AS 05.15.060 1s defining what must be promulgated 1n the form of
regulations. This statute 1s not meant to be more specific. The
Department will be responsive to the public®s comments when addressing
wage rates 1n regulations.

3) The Department agrees with the proposed law as 1t 1s currently
written. We don"t feel that 1t 1s fair to continue to condemn a person
for a crime when the courts have established a time period 1n which the
person must pay his/her debt to society.

4) Although the Department 1s flexible on this point, leaving the number
of sessions as 1s will allow more organizations the opportunityto
participate 1n conductingbingo. We have actually had several
organizations complain that 9 sessions per month 1s too many. Increasing
the number of sessions to 14 could arguably decrease the number of
permlttes able to participate 1n the operator run halls by 35%.

5) The Department has no oposltlon to this proposal, as long as there 1s
some guarantee that the “member In charge® is 1n some manner associated
with the organization and 1s responsible for the maintenance of the books

and records.

6) The Department has no opposition to the proposal and would support
an Increase to 20% of theadjusted gross receipts.

7) (A) The Department has heard of problems with an organization
pulling a series before any of the large prizes are won. We would
support the mixing of the last 10% of pull-tabs from one series Into
another slmular series, but would require that all pull tabs 1ln a series

must be sold.



(B) The Department has no opposition to this proposal, but with
condition that the Department also received a notice of the defective
pull-tabs.

8) The Department believes that there 1s a misunderstanding as to the
Intent of actual meaning of AS 05.15.150 (a). The statute does not
prohibit organizations from repairing or maintaining an existing
Individual*s home. If, by the repair, or maintenance of an Individual®s
home, or by removing a public hazard, the home 1s made safer for living,
then the use of the proceeds 1n this manner 1s acceptable. Additionally,
15 AAC 105.180 allows the erection, buying or leasing of buildings or
land for the organization so long as the buildings are used exclusively
for educational, civic, public, or religious purposes. Perhaps this also
could best be handled 1n regulations.

9) As so many organizations are now awarding door prizes, whether
operator conducted or not, the Department believes that 1f door prizes
were to be allowed, some limit should be placed on the amount allowable
as door prizes. Our other option was to eliminate door prizes
altogether, but we felt that too many organizations would disagree. At a
minimum the provision should not provide a competitive advantage for one
hall over another. Finally, 1n the long run we believe door prizes
reduce the amount of funds available to charitable pruposes.

Sincerely,

"Steven E. Kettel
Director

Income & Excise Audit
(907) 465-2320

the
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Honorable John Sund, Chairman
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P. 0. Box V (Mail Stop 3100)
Juneau, AK 99811

Re

Dear Representative Sund:

In follow up to a recent discussion with staffmember John
Hartle, we submit this letter on behalf of four non-profit
health, housing, anu social service providers (the Alaska Native
Health Board, the Aleutian/Pribilof Islands Association, the
Aleutian Housing Authority, and the Kodiak Area Native
Association, referred to here as the "non-profits™) in connection
with H.B. 299, a bill relating to games of chance. We are
telefaxing this letter so you have the benefit of these views
before the Committee"s final consideration of this 1important
bill.

A. Introduction

The Kodiak Area Native Association and the Aleutian/Pribilof
Islands Association are regional non-profit entities serving most
of the health and social service needs of qualifying citizens
residing on the Aleutian Chain, the Pribilof Islands and in the
Kodiak Island area. They operate clinics, alcohol and mental
health programs, family assistance programs, vocational job
training assistance, higher education programs, weatherization
programs, and provide a considerable variety of other services.
The Alaska Native Health Board carries out a wide range of health
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programs and research initiatives for the collective benefit of
all Alaska Native people across the State. Finally, the Aleutian
Housing Authority administers low-income housing projects for
communities on the Aleutian Chain and the Pribilof Islands. To
further these purposes, iIn 1986 the four non-profits joined
together to establish a bingohall in Anchorage under the
umbrella name of "Lucky Strike Bingo."

For these organizations, gaming revenues are vital to
supplement the government-funded programs that each of the non-—
profits operates. In an era of severe declines 1iIn state and
federal grants and contracts, dramatically rising costs, and
increasing human needs, gaming funds provide a vital and
essential bridge. Gaming proceeds are also theseorganizations®
virtual only source of non-restricted funds which can be spent to
further their objectives in areas not specifically targeted by an
existing grant or government contract. Gaming revenues are thus
critical in a faltering economy; without them, the non-profits
would be compelled to substantially cut back and narrow their
services and activities.

By way of example, gaming revenues have been wused to
purchase food for needy people in the A/PIA region and to aid
needy families 1in paying funeral expenses. They have been used
by ANHB to fund travel to Washington, D.C. to work with the
Indian Health Service 1in 1improving the administration of federal
drug and alcohol treatment programs in the State. They have been
used by KANA to establish a fund to build a museum celebrating
the cultural heritage of the Native people of the Kodiak region.
They have been used by AHA 1in part to contribute to other non—
profit organizations including churches located in the Aleutian
Chain. All four of the joint venturers plan to continue using
future gaming monies for similar purposes such as social
services, for health services, for cultural programs and school
scholarship programs.

The experience gained in owning and operating Lucky Strike
Bingo under current laws and regulations has given the four non—
profits particular insight 1into the regulation of games of
chance. The non-profits generally support the concept of reform
of the gaming laws, and wish to offer specific suggestions for
the improvement of H.B. 299 as reported out of the Labor and
Commerce Committee. Their insight is especially unique 1in that
the non-profits operate their own games of chance as
"permittees,” and employ salaried staff which are under their
direct control. They do not conduct gaming activities through a
professional, high-paid  "operator." This perspective 1is
critical, for 1t means the non-profits can offer insights
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strictly from their motivation to maximize the benefits of gaming
for charitable organizations while maintaining the 1integrity of
charitable gaming in Alaska.

As a final introductory remark, we think i1t is Important to
reflect on the Legislature®s past policy regarding games of
chance in Alaska. As we see it, the clear intent of the original
1960 gaming laws (as well as the 1976 amendments) was to allow
qualifying charitable organizations to engage in limited gaming
activities in order to raise revenues and carry out charitable

purposes. The notion was to provide a means for fundraising, so
that charitable organizations could continue and expand their
good works 1in the State. The principle rationale for legalizing
limited ogai.iing has not changed. What has changed 1is the
increased popularity of games of chance coupled with vradical
changes 1in the State®"s economic health. Consistent with the

original intent, all amendments must continue to encourage
charitable gaming in Alaska while simultaneously providing
safeguards against potential abuses.

B. Specific Suggestions.

We next address specific sections of the bill in numerical
order. In doing so, we emphasize the importance of preserving
gaming as a fundraising source for non-profit organizations, and
of maintaining a balance between the goals of preserving wide
participation by charitable organizations while ensuring that
organizations which do elect to become 1involved have a real
opportunity to realize net profits. Please note that below we
refer to the Committee substitute for H.B. 299, not the original
bill language. We also emphasize that i1tems 2, 4, 8, and 9 below
are of special, critical importance.

1. Section 1 (amending A.S. 05.15.20(c)). The non-profits
believe that this new subsection 1is unnecessary. The financial
arrangement between a pull-tab distributor and the permittee or
operator 1is strictly a private business matter not relevant to
the Department®s role in the permit renewal process. They do not
believe i1t proper for the Department to delve into the status of
a permittee"s accounts with its suppliers. Indeed, this section
appears to reflect a new strongarm tactic by pull-tab
gigtributors who may claim, but 1in fact not be owed, a lawful

epbt.

2. Section 4 (amending A.S. 05.15.60) and the employee wage
problem. This section generally addresses matters which would be
more specifically governed by regulations adopted by the
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Department. As you know, last year the Department proposed
substantial changes 1in the current gaming regulations. One of
the proposed changes addressed the allowable operational expenses
which could be paid out of gross proceeds. The non-profits we

represent strongly Dbelieve that the current and proposed
regulations frequently 1impose unreasonable limitations which do
not further the State"s legitimate policy of avoiding diversion
of funds to non-charitable purposes or organizations. For
example, current and proposed regulations limit the wages which
may be paid to employees to one dollar over the established
minimum wage. The regulations also prohibit employee bonuses
under any circumstances.

The non-profits believe these wage limitations substantially
hinder and 1impede the responsible and professional operation of
gaming. As i1n any business, competent employees are obtained by
hiring on a basis competitive with prevailing wage rates. By
offering competitive wages, gaming permittees would be able to
ensure professional and courteous service to patrons. Given the
predisposition of the Department to iImpose a wage scale, The
Legislature should address such 1important policy questions in
H.B. 299 by prohibiting the Department from imposing any hourly
wage scales.* This could be addressed by adding the following
language at the end of subsection (2): ‘“provided that permittees
shall not be prohibited from paying their employees prevailing
wages."

3. Section 4 (amending A.S. 05.15.60) and the felony
Subsection (6) of amended A.S. 05.15.160 (as well as Sec. 13 (new
A.S. 05.15.125(c) and (d)) and Sec. 14 (amending 05.15.140(b)(1))
all set forth the new felony rule. The non-profits strongly
believe that the State®s policy 1is best served by prohibiting the
direct or indirect 1involvement of any convicted felon in any
aspect of gaming at any time. They suggest the prohibition in
subsection (6) first be modified as follows: "exclusion from
participation in the operation of games of chance of a permittee,
licensee, operator, or employee...”™ (new words underscored).
Second, they suggest the five-year limit in all these sections be
removed entirely so that a felon could never be 1involved 1In
running or operating games of chance. Third, 1f a time limit 1is
retained they suggest ten years instead of five. Finally, they

-lmInterestingly the Labor Committee substitute already
relieves operators from this restriction by allowing them to pay
prevailing wages to their employees. (Sec. 17, adding new
A.S.05.15.165(d) .)

rule.
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suggest that the words "felony or misdemeanor”™ replace the word
"crime." Lucky Strike strongly believes this i1s an area where
caution dictates an extra measure of protection.

4. Section 4 (amending A.S. 05.15.6CH and the maximum cap
on monthly gaming sessions. 1In new subsection (8 the bill would
prohibit the Department from allowing more than nine bingo
sessions per month. The four Lucky Strike non-profith very
strongly believe that such a limitation 1is 1inappropriate and
unfairly discriminates against permittees in favor of operators.
Such a result is directly contrary to the theme running through
much of H.B. 299.

There i1s no sound reason 1in logic for imposing such a low
cap on thenumber of sessions which ma,be held under a permit.
Indeed, there may not be any substantial public policy reason for
any cap onthe number of bingo sessionswhich may be played per
month. Possibly the notion behind such a provision (which Is in
the old regulations) 1is noted in an earlier time when 1t was
never anticipated bingo would grow to a point where there would
be several full-time bingo halls around the State. H.B. 299
reflects a sound policy that permittees should be encouraged to
run their own games and thus realize the maximum amount of profit
out of those games in order to fund their charitable activities.
Using the auspices of an operator is less favored simply because
the result is lower profits to the permittee. A permittee who
wishes to run its own bingo hall cannot do so if i1t is limited to
nine sessions per month, given the investment necessary to open a
hall and the need to establish a steady recurring clientele.
Since an operator can take several permits and play a diffe; >t
permit every night, this means the permittee wishing to conduct
bingo games 1is virtually compelled by a low cap into entering

into a far less remunerative arrangement with an operator. The
only current way out of this dilemma i1s the solution found by the
four non-profits which formed Lucky Strike Bingo. Here the

permittees run their own games, but by pooling their resources
are able to maintain a full-time bingo hall that 1is competitive
with the operators in town.

Although there are only 31 days in the longest month, it is
possible to play more than one session of bingo per day. When
A/PIA, KANA, ANHB, and AHA first began the Lucky Strike program,
the 36 sessions which they could play between the four of them
was sufficient. However, 1in the last two years, bingo has become
both more competitive and more popular. As operators have added
second sessions on more popular days and evenings of the week,
Lucky Strike has been forced to match the competition by
similarly offering second bingo sessions. Since doing so has
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required conducting more than 36 sessions of bingo per month, the
Lucky Strike permittees have found it necessary to locate other
permittees to share in their effort. This, in turn, has
transformed Lucky Strike 1into an "operator™ a few times a month
when that was never the non-profits®™ intention.

Lucky Strike believes there should be no cap on the number
of sessions which <can beplayed per month, and that by
eliminating any cap the relative ability of individual permittees
and the operators to engage 1in bingo will be equalized. But, 1if
the Committee continues to feel that some maximum on the nu: oer
of games which may be played by each permittee 11? wise, Lucky
Strike very strongly urges that the cap be fixed at 14 sessions
per month. While any capwill 1infringe on the ability of
permittees to participate inthis field relative to operators, a
figure of 14 would allow 4 permittees to join together like Lucky
Strike and operate the maximum number of sessions which might be
demanded by the public in any one given month.

One last remark on this 1issue 1Is important. It is well
known that the Department views Lucky Strike as a model of an
efficient and honest bingo operation being run directly by
permittees. The Department does not view Lucky Strike as an
"operator.” Nonetheless, under the bill as drafted, Lucky Strike
would be required to secure an operator®s license in order to
conduct bingo sessions on behalf of permittees other than the

four permittees comprising Lucky Strike. So long as there
remains a cap of 9 sessions per month, Lucky Strike will be
compelled to secure such a license. Since the Department does

not view Lucky Strike as an operator, we believe the Department
would favor ar amendment which would exempt permittees 1in Lucky
Strike®"s circumstances from the "operator"™ provisions of the bill
(in the event the monthly cap on bingo sessions is neither
eliminated nor 1increased to 14) . Should this become necessary,
we would be pleased to work with you in fashioning appropriate
language to achieve this result. Again, however, the need to do
so would disappear if the cap is removed or increased.

5. Section 12 and the "member 1incharge"™ requirement
(adding a new A.S. 05.15.112). Proposed section 112(b) 1is
drafted on the assumption that although a municipality does not
have "members"™ and only acts through its employees, a "qualified
organization™ always has members. In fact, however, this is not
the case. Under the Alaska Corporations Code, a non-profit
organization need not be a membership or a shareholder entity. A
non-membership non-profit therefore has no "member"™ who can
technically serve asa "member-in-charge." The bill takes
account of this problem when addressing municipalities, but not
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when addressing non-profits. We suggest that the last sentence
of subsection (b) therefore be amended as follows: "the member
in charge shall be a member, employee or boardmember of the

qualified organization or [an employee] of the municipality.”
References elsewhere 1in the bill to "members"™ of a qualified
organization should likewise be modified.

6. Section 13 and a permittee®s minimum profits from
operators (adding a new A.S. 05.15.128(2). This subsection (page
11, 1lines 10-13) requires that operators pay their permittees no
less than 15% of the adjusted gross 1income received from games
played under permittee"s permit. Although Lucky Strike joins
wholeheartedly in the concept of a minimum percentage return,
Lucky Strike feels that 15% is too low and that 20% is fairer to
permitholders. Based upon Lucky Strike"s experience in
administering bingo games over the last two years, they believe
that a lean bingo hall which does not allow for excessive fees to
management or operators should be able to yield well in excess of

20% for the permit holders. There is no sound public policy
reason why operators should be allowed to retain more than 80% of
the adjusted gross income. Although Lucky Strike will not fall

within this section because they are not operators, they believe
other non-profits not fortunate enough to have an arrangement
like theirs should not be unfairly taken advantage of by
operators.

7. Section 20 and the operation of pull-tab games (adding
A.S. 05.15.187). Subsections (e) and (f) address the handling of
pull-tabs. Although Lucky Strike agrees with the concept behind
these provisions, they do believe that some modification must be
made to account for two special situati®-.is. First, the
provisions should be revised to allow the mixing of no more than
10% of the pull-tabs from one jar with similar pull-tabs 1in a

different jar. This practical revision is necessary because when
only a few pull-tabs are left in a jar, customers typically elect
not to purchase the pull-tabs from that jar. The consequence 1is
that such pull-tabs may never be sold so long as they are sitting
in the bottom of the jar. This 1is so despite the fact that the
odds of winning on the very last pull-tab are just as good as the
odds of winning on the very first pull-tab in a jar. Allowing

these last pull-tabs to be added on top of a fresh jar of pull-
tabs is the practical solution to this problem, and is a solution
which does not contribute to any greater potential for tampering
or abuse.

Second, the provisions must be revised to include an
exception that will allow the withdrawal of a series of pull-tabs
when a manufacturer®s defect 1is discovered. Although this only
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happens rarely, when it does (for instance, when a pull-tab
series is misnumbered) , obviously such a series must be withdrawn

from sale.

8. Existing A.S. 05.15.150. This current provision in the
law prohibits permittees from dedicating gaming proceeds to the

"acquisition, improvement, maintenance, or repair of
real..._.property.A.S. 05.15.150(a)- The proposed bill
leaves this provision unchanged, even though there is good reason
for repealing or modifying it. This law currently prohibits

organizations like KANA and A/PIA from refurbishing or rebuilding
clinics, and bars organizations like AHA from retrofitting homes
of needy people. Such restrictions simply make no sense. We
therefore suggest existing Section 150(a) be repealed.

9. Section 19 and door prizes. This section adds a new
subsection (d) to A.S. 05.15.180 prohibiting a permittee from
offering or awarding door prizes exceeding $1,000 a month or
$12,000 a year. Lucky Strike 1is deeply concerned about this new
provision inserted by the House Labor & Commerce Committee. As
you know, door prizes are a very effective way of attracting
patrons to bingo halls. Almost all of the bingo halls in
Anchorage now offer door prizes of one kind or another, including
door prizes of considerable value. So long as a person comes to
play bingo they are entitled to participate in the drawing for
the door prize (usually held once a monch) . There is no
requirement that patrons purchase a special ticket for the door
prize.

By tying the award of door prizes to a limit per permittee,
this new section will severely restrict the ability of permittees
like Lucky Strike to operate their own games in even competition
with operators. This 1is so because if an operator 1is operating
15 permits, that operator will be able to offer monthly door
prizes up to $15,000. At the same time, Lucky Strike Bingo, with
only 4 permittees running their own games, will only be able to
offer door prizes with a cumulative value of $4,000. There is no
sound reason in public policy or logic for this disparity, and
the new provision appears to be a simple case of operators having
secured a very favorable provision designed to 1increase their
competitive edge over permit holders running their own games.
Lucky Strike Bingo strongly wurges this Committee to reject
section 19 in toto.

In conclusion, the non-profits welcome revisions 1in the
current gaming legislation which would both meet the need for
strict accountability in the conduct of games, and further the
ability of charitable organizations to raise desperately needed
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fronds vo meet the ever-increasing demand for health and social
services, particularly in rural Alaska. Recognition of the
changed nature of the gaming 1industry and 1increased guidance
given the Department in promulgating regulations will aid in
developing realistic charitable gaming legislation.

We have noted earlier that Lucky Strike Bingo has a
reputation in the Department as a "model"™ gaming operation. The
four non-profit associations comprising Lucky Strike Bingo
strongly desire to maintain and foster an atmosphere of "clean”

gaming. Both small and large-scale operations should be allowed
to flourish within a legal framework which limits the
opportunities for wunlawful gain. We look forward to working

closely with the Committee and the Legislature in developing a
legislative framework that meets these goals.

Sincerely,

n~“Loyd/Benton Miller

LBMrbja
cc: All Committee members
John Hartle
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Based On 1986Figures:

$20 Ulicensefee @ 415 permits 8300
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$41,400

1% net proceeds fee 22,708

3% net proceeds fee 157.938
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The expenditures incurred to administer the bill will be funded through
program receipts.
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$4.
$30.
$5.
$5.
$8.

OO oo N

$53.3

$14.
$10.
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