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CONTINUATION OF FISCAL NOTE ANALYSIS
HB 512 (C&RA)

The bill authorizes a person other than a permittee or operator to sell the
pull-tabs necessary to conduct a charitable gaming activity under

AS 05.15.100 provided the vendor is registered with the department and
complies with the provisions of the bill.

Charitable gaming activity in Alaska is a rapidly growing industry and the
enforcement of the Gaming Reform Act of 1988 is becoming more difficult in
light of increased gaming activity. Presently, the number of gaming
investigators (Just two) is inadequate to support statewide enforcement of
the gaming program and gaming enforcement is therefore not as timely and as
efficient as necessary to fully protect the playing public or the permitted
charitable organizations.

The recognition of vendors in HB 512, as well as our ability under HB 512
to take enforcement action in the face of vendor noncompliance, will
increase the in estigatory burden. (Until now, the division has taken
complaints regarding vendor actions but has had no authority to take action
to correct or otherwise enforce compliance.) We are therefore submitting a
fiscal note requesting funding for an additional investigator.

The new vendor registration will affect a significant number of businesses
and charitable organizations throughout the state. We have seen unlawful
activity within the gaming industry. The investigator position requested
by this fiscal note will greatly assist the division in beefing-up its
current gaming enforcement and will promote compliance with gaming laws in
the state.

The S72.2 required includes $8.0 in travel, to fund the cost of widespread
travel to various communities, and a one-time equipment charge of $9.9.

With a vendor registration fee of $50, we estimate that regulation of
vendors will bring in approximately $100.0 in program receipts ($50 x 2,000
vendors) .

Page 2 of 3
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TY3E OF EXPENDITURE AMOUNT
1 2 3 The bill authorizes a person other than a p-"rmittce or operator to sell th<
PERSONAL SERVICES pull-tabs necessary to conduct a charitable gaming activity under
37.3 AS 05.15.100 provided the vendor is registered with tie department and
Salary - complies with the provisions of the bill.
Benefi ts 13.0
Supplemental Benefits Charitable gaming activity in Alaska is a rapidly growing industry and the
enforcement of the Gaming Reform Act of 1988 is becoming more difficult in
Fixed Benefits light of increased gaming activity. Presently, the number of gaming inves-
TOTAL PERSONAL SERVICES 01 50.3 tigators (Just two) is inadequate to support statewide enforcement of the
T | 02 8.0 gaming program and gaming enforcement is therefore not as timely and as
rave 3.0 efficient as necessary to fully protect the playing public or the permittr<
Contractual 03 - charitable organizations.
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_ 9.9 The recognition of vendors in HB 512, as well as our ability under HB 512 lo
Equipment 05 - - N R N R
take enforcement action in the face of vendor noncompliance, will increase
Other the investigatory burden. (Until now, the division has taken complaints
TOTAL COST 72.2 regarding vendor actions but has had no authority to take action to correct
or otherwise enforce compliance.) We are therefore submitting a fiscal note
requesting funding for an additional investigator.
RECEIPT CODE FUNDING SOURCE The new vendor registration will affect a significant number of businesses
Federal Receipts 1002 and charitable organizations throughout the state. We have seen unlawful
activity within the gaming industry. The investigator position requested
C.F. Match 1003 by this fiscal note will greatly assist the division in beefing-up its
General Funds 1004 current gaming enforcement and will promote compliance with gaming lav/s in
I-A Receipts 1005 the state.
Program Receipts 1028 72.2 The $72.2 required includes $8.0 in travel, to fund the cost of widespread
Other travel to various communities, and a one-time equipment charge of $9.9.
With a vendor registration fee of $50, we estimate that regulation of
vendors will bring in approximately $100.0 in program receipts ($50 x 2,00(
vendors).
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| WORK DRAFT WCRK DRAFT WORK DRAFT
6-2127F

T

Original sponsor(s): REP. BOUCHER Boyer, Shultz, Zawacki

L IN THE HOUSE BY THE G8RA COMMITTEE
’ CS FOR HOUSE BILL NO. 512 (C&RA)

X IN THE LEGISLATURE OF THE STATE OF ALASKA

¢ SIXTEENTH LEGISLATURE - SECOND SESSION

’ A BILL

® For an Act entitled: "AnAct relating to charitable gaining; and providing
f for an effective date."

5 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
! * Section 1 AS 05.15.i70 is repealed and reenacted to read:

0 Sec. 05.15.170. SUSPENSION CR REVOCATION OF PERMIT, LICENSE, (R
t VENDOR REGISTRATION.  (a) The commission nay suspend orrevoke a
. permit, license, or vendor registration, after giving notice to and an
= opportunity to be heard by the permittee, licensee, or vendor, if the
: permittee, licensee, or vendor

" (1) violates or fails to comply with a requirement of this
B chapter or of a regulation adopted under this chapter;

f (2)  breaches a contractual agreement with apermittee,
- licensee, or registered vendor;

B (3 is convicted of a felony, of a crime involving theft or
dishonesty, or of a violation of a municipal, state, or federal gam-

bling law; for the purposes of this paragraph, a permittee, licensee,
. or registered vendor that is not a natural person is considered con-

3, victed if an owner or manager of the permittee, licensee, or vendor is
“ convicted; or

B (A  knowingly submits false information to the department
2l or, In the case of a registered vendor, to . permittee or operator
I} when the vendor knows chat the false information will be submitted to
o the department as part of an application for registration.

a (b) If  the department revokes a permit, license, or vendor

1- CSHB 52 (C8RY)  \\
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registration under this section, it may prohibit the permittee, Ii-
censee, or vendor from reapplying for a permit, license, or vendor
registration for a period of up to five years.

* Sec. 2 AS 05.15.180(g) is amended to read:

(0) A permittee [MUNICIPALITY OR A QUALIFIED ORGANIZATION] cay
award a maximum of $1,000,000 in prizes each year in activities au-
thorized under this chapter [; HOAMBVER IF A MUNICIPALITY CR A QUALI-
FIED ORGANIZATION CONTRACTS WITH AN OPERATOR TO CONDUCT ON ITS BEHALF
ACTIVITIES AUTHORIZED UNDER THIS CHAPTER, THE MUNICIPALITY (R QUALI-
FIED ORGANIZATION MY AMFD A MAXIMIM OF $500,000 IN PRIZES EACH
YEAR], In this subsection® "activities authorized under this chaptsr"
means all activities subject to this chapter other than bingo.

* Sec. 3. AS 05.15.183 is amended by adding a new subsection to read:

(¢) A distributor may not

() take an order for the purchase of a pull-tab series
from a vendor;
(2) sell a pull-tab series to a vendor; or
(3) deliver a pull-tab series to a vendor location.
* Sec. A AS 05.15.187 is amended by adding a new subsection to read:

(h) An owner, manager, or employee of a person holding a permit
or license under this chapter, or registered under this chapter as a
vendor, may not purchase a pull-tab from any pull-tab series manu-
factured, distributed, or sold by the permittee, licensee, or regis-
tered vendor. In this subsection, "employee" includes a person work-
Ing without compensation.

* Sec. 5. AS 05 15 is amended by adding a new section to article 2 to
read:

Sec. 05.15.188. PULL-TAB SALES BY VENDORS ON BEHALF OF PERMIT-
TEES AND OPERATORS;, VENDCR REGISTRATION.  (a) A permittee or operator

CSHB 512(C8RA) -2- fay
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WORK DRAFT WCRK DRAFT WCRK DRAFT

may contract with a vendor to sell pull-tabs on behalf of the permit-
tee or operator, if the opermittee or operator first registers the
vendor with the department by applying for registration on a form pre-
scribed by the department and by submitting the registration fee of
$50 for each location at which the vendor will sell pull-tabs.

(b) The department shall approve or disapprove an initial vendor
registration request within 10 working days of receipt of the regis-
tration form from a permittee or operator.

(¢) Upon approval of the wvendor registration, the department
shall issue an endorsement to the permittee's permit or the operator's
license that authorizes the conduct of pull-tab sales at that vendor
location.

(d) The endorsement issued wunder (c) of this section is an
extension of the permittee's or operator's privilege under AS 05.15.-
100 to conduct pull-tab sales in this state. A vendor may not sell a
pull-tab series until the permit or license containing the endorsement
for the new vendor location has been posted by the permittee or opera-
tor in the registered vendor establishment. The endorsed permit or
license must be clearly visible to the gaming public.

(e) A separate endorsement shall be issued for each wvendor
location. The permittee or operator shall inform the department when
a vendor with whom the permittee or operator is contrarring <changes
the physical location at which pull-tabs are sold, and shall return to
the department the endorsed permit or license of a vendor that is no
longer selling pull-tabs on Dbehalf of the permittee or operator
Failure to inform the department of a change in vendor location, or to
return the endorsed permit or license to the department after a vendor
change, may constitute grounds for the suspension or revocation of a
permittee's permit or an operator's license.

3
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(f) At the time that a permittee or operator annually renews its
permit or license, it shall also renew the registration of all loca-

tions where a vendor is selling pull-tabs on the permittee's or opera-

tor's behalf and shall pay a registration fee of $50 for each vendor
location,

(g) A permittee or operator that uses a vendor to sell pull-tabs
on its behalf shall enter into a written contract with that vendor.
The department may inspect this contract. If the contract contains

provisions that violate this chapter or the regulations adopted wunder
it, the department may declare the contract void, and may suspend or
revoke the registration of the vendor and the license of the operator
or the permit of the permittee

(h) A person, other than a permittee's member-in-charge or an
operator, may not iirectly supply a pull-tab series to a registered
vendor for sale by that vendor on behalf of the permittee or operator.
A vendor may not acquire a series from a licensed distributor

(i) A permittee or operator may not compensate a vendor for
selling a series of pull-tahs on the permittee's or operator's behalf
in an amount greater than)GS percent of the ideal net

(j) An amount equal to the ideal net less the compensation paid
to the vendor shallbe paid by the vendor within 30 days of thedate
that the member in <charge or operator delivers a pull-tab series to
the vendor for sale. The amount required to be paid by the vendor
under this subsection must bhe paid by check and shall be deposited by
the permittee or operator directly into its gaming checking account.

(k) A vendor may not enter into a conduct with a permittee to
sell pull-tabs for compensation if

(1) the permittee is a qualified organization, and the

owner or manager of the vendor is a member of the governing body of

CSHB 5)2 (C&RA) “A- vJM
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the organization, or is the organization's designated member in charge
under AS 05.15.112 or

2) the permittee is a municipality, and the ow
manager of the vendor is an elected official of the municipality or is
employed by the municipality in a managerial position.
Sec. 6. AS 05.15.188(g) is repealed and reenacted to read:

(0) At the time that a permittee or operator annually renews it
permit or license, it shall also renew the registration of all loca-
tions where a vendor is selling pull-tabs on the permittee's or opera-
tor's behalf and shall pay a registration fee of $0 for each vendor
location.  The permittee or operatorshall also forward, with each
vendor registration renewal, that vendor's annual payment of the
assessment to the charitable gaming surety fund.

Sec. 7. AS 05.15.188 is amended by adding a new subsection to read:

(M The vendor registration required by (a) of this section
shall be accompanied by payment of the vendor's assessment to the
charitable  gaming surety fund under AS 05.15.230.  The assessment
amount shall be set by the department by regulation and may not exceed
$100. The payment shall be drawn on the checking account of the
vendor and may not be paid by the permittee or operator on the ven-
dor's hehalf. A
Sec. 8. AS 05.15 is amended by adding a new section to read:

Sec. 05.15.195. ORDER PROHIBITING ACTION IN VIOLATION OF CHAP-
TER. (@) If the commissioner determines that a person has engaged in
an act or practice in violation ofthis chapter or aregulation
adopted under this chapter, the commissioner may, after giving reason-
able notice to the person and an opportunity for the person to be
heard, issue an order prohibiting the violation bythe person. The
order remains in effect until the person nas submitted evidence

-b- CSHB 512(C&RA) '
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(A) a retail establishment;
(B) an eating establishment; or

(C) an establishment licensed under AS 04.11.

¥ Sec. 11. Sections 6 and 7 of this Act take effect on the effective

date of an Act establishing a charitable gaming surety fund that is enacted
by the Sixteenth Alaska State Legislature.
* Sec. 12. Except for secs. 6 and 7, this Act takes effect immediately

under AS 01.10.070¢(c).

-7- CSHB 5 12(C&RA)
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AMENDMENT

OFFERED IN THE HOLSE BY REP. MACLEAN
O CSHB 512(C8RA)

Page 1, following line 8:
Insert a new bill section to read:
"* Section 1L AS 05.15.060 is amended to read:

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

(1) the issuance, renewal, and revocation of permits® [AND]
licenses, and vendor registrations;

(2) a method of ascertaining net proceeds, the determina-
tion ofitems of expense that may be incurred or paid, and the limita-
tion of the amountof the items of expense to prevent the proceeds
from the activity permitted from being diverted to noncharitable,
noneducational, nonreligious, or profit-making organizations, individ-
uals, or groups;

(3) the immediate revocation of permits® [AND] licenses”
and vendor registrations authorized under this chapter if this chapter
or requlations adopted under it are violated,;

(4) the requiring of detailed, sworn, financial reports of
operations from permittees and licensees including detailed statements

of receipts and payments;
(5) the investigation of permittees, licensees, registered

-1- 3/22/90 -
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Gaguine
vendors, and their employees, including the fingerprinting of those
permittees, licensees, registered vendors, and employees whom the
commissioner considers it advisable to fingerprint;

(6) exclusion from participation as a permittee, licensee,
registered vendor, or employee of a permittee [OR] licensee, or regis-
tered vendor, of a person convicted of, in 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 gambling law;

(7) the method and manner of conducting authorized activ-
ities and awarding of prizes or awards, and the equipment that may be
used:;

(8) the number of activities that may be held, operated, or
conducted wunder a permit during a specified period; however, the
department may not allow more than 14 bingo sessions a month and 35
bingo games a session to be conducted under a permit;

(9) a method 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 in possession of a permittee?
TOR] a person, municipality, or gqualified organization that possesses
an operator's license, or a registered vendor at the time a permit,
[OR] a license, or a vendor registration is surrendered, revoked, or
invalidated:

(11) restrictions on the participation by employees of the

Department of Fish and Game in salmon classics;
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(12) ocher matters Che commissioner considers necessary Co

carry out chis chapter or protect the best interest of the public”

Page 1 line 9
Delete "Section 1
Insert "Sec. 2"

Renumber the following bill sections accordingly.

Page 7, line 4
Delete "6 and 7
Insert "7 and 8"

Page 7, line 7.

Delete "6 and 7"
Insert "7 and 8"

3/22/90
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AAHENDMENT

OFFERED IN THE HOUSE BY REP. MACLEAN

TO: CSHB 512(C&RA)

Page i, following line 8§:
Insert a new bill section to read:
"* Section 1. AS 05.15.070 is amended to read:

Sec. 05.15.070. EXAMINATION OF BOOKS AND RECORDS. The commis-
sioner may examine or have examined the books and records of a per-
mittee, an operator, a registered wvendor, or a person licensed to
manufacture or to distribute pull-tab games in the state. The commis-
sioner may issue subpoenas for the attendance of witnesses and the
production of books, records, and other documents.’

s

Page 1, line 9:

Delete "Section 1"

Insert "Sec. 2"
Renumber the following bill sections accordingly.
Page 7, line 4:

Delete "6 and 7"

Insert "7 and S"
Page 7, line T:

3122190
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Delete "o and 7"

Insert "7 and 8"

-2- 3122190
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AMENDMENT

OFFERED IN THE HOUSE BY REP. MACLEAN

TO: CSHB 512(C&RA)
Page 1, following line 8:

Insert a new bill section to read:

"* Section 1. AS 05.15.115(b) is amended to read:
(b) The contract between an authorizing permittee and an opera

Page

tor must include the amount and form of compensation to bhe 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 activ-
ities are to be conducted, the name and address of the member in
charge, and other provisions the department may require. The contract
must provide that an operator conducting pull-tab games on behalf of a
permittee shall return no less than 40 percent of the ideal net to the

permittee.”

1, line 9:
Delete "Section 1"

Insert "Sec. 2"

Renumber the following bill sections accordingly.

Page

7, line 4:

Delete "6 and 7"

-1- 3122190



Insert "7 and 8"

Page 7, line T:
Delete "6 and 7M

Insert "7 and 8"
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AMEND MENT

OFFERED IN THE HOUSE 3Y REP. MACLEAN
TO: CSHB 512(C&RA)

Page 1, following line 8:
Insert a new Dbill section to read:

"* Section 1. AS 05.15.128(a) is amended to read:
(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 income for two consecutive quarters based on the total opera-
tion of the operator; [OR]

(2) pay toeach authorizing permittee for two consecutive
quarters at least 15percent of the adjusted gross income, as de-
termined under (1)of this subsection, received from activities other
than pull-tab games conducted on behalf of the authorizing permi:teej_
or

(3) pay to each authorizing permittee for two consecutive
guarters at least 40 percent of the ideal net received from pull-tab
games conducted on behalf of the authorizing permittee.’

Page 1, line 9:

Delete "Section 1"

Insert "Sec. 2"



Renumber the following bill sections accordingly.

Page 7, line A
Delete "6 and 7"
Insert "7 and 8"

Page 7, line 7.
Delete "6 and 7"
Insert "7 and 8"

-2 1271
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AMENDMENT

OFFERED IN THE HOLSE BY REP. MACLEAN
TO CSHB 512 (C&RA)

Page 2, line 26:
Delete "a new section”
Insert "new sections”

Page 5, following line 5:
Insert a new section to read:
"Sec. 05.15.189. JAR TICKETS PROHIBITED. Jar tickets may not be
manufactured, distributed, or sold in the state. The department shall
adopt requlations establishing which pull-tabs are jar tickets."

-1- 3129790



AMENDMENT

OFFERED IN THE HOUSE
TO: CSHB 512 (C&RA)
Page 2, line 17:
Delete "or"
Page 2, line 18, following "location":
Insert "“: or
(4) hold a permit or
chapter"”

an

operator’'s

6-212 TEf
Gaguine
BY REP. MACLEAN
l[icense under this

3129190



'Afax kenaipeninsula borough

i -«0-. 144 N. BINKLEY « SOLDOTNA. ALASKA 99669
N PHONE (907) 262-4441
DON GILMAN

mayor

POSITION PAPER
SB 501
RELATING TO CHARITABLE GAMING
Presented by Marla Huss

The Kenai Peninsula Borough would 1like to submit the
following comments related to SB 501,relating to charitable
gaming. Uhile the Department of Commerce and Economic
Development has addressed many of our concerns regarding
regulation of vendors in gaming sales compatible with the
regulations pertaining to operators, there are two points
which have not been addressed that we request be considered
in drafting a commirttee substitute.

1. Neither the original version of the bill, nor draft 6-
2220E which 1is being considered uy the committee, allows
municipalities to regulate or ban vendors as the current
statutes allow for operators.

AS 5.15.124 currently allows municipalities to regulate
or prohibit operators within the municipality. The
legislation before you does not permit a municipality to
exercise that Ilocal option against vendors, and thus against
the further commercialization and proliferation of gaming
sales, which 1is the purpose for the current ™"local option”

statute. Legislation passed without this local option could
pose an equal protection problem for the state and/or a
municipality, who may have exercised the local option for a

ban on operators.

The Kenai Peninsula Borough requests that Ilanguage be
added allowing this local option for vendors.

2. There 1is no notice reauirement to Qlocal municipalities
in either the bill or draft CS. Currently, under AS
5.15.030, a permitee and an operator are required to give

notice to the municipalit -hat they are applying for a
license from the state. Ine borough requests that notice be
given to a municipality at the time a permitee contracts
with a vendor. Notice requirements arenecessary to

enforce local codes and regulations.



PERMITTEE/OPERATOR RELATIONSHIP

Full-Tab Net Proceeds
Comparable Analysis
CURRENT LAW

(For purposes of discussion, the chart below is based on a gross handle of $1,000.00, *.e.,
1,000 pull-tabs sold at $1.00 each.)

Prize Prize Prize
Payout Payout Payout
55% 75% 85%
Gross. Receipts $1,000.00 $1,000.00 $1,000.00
Prize Payout [550.00] [750.00] [850.00]
IDEAL NET 450.00 250.00 150.00
1/ Operator Gross Profit 382.50 212.50 127.50
(limited to 85% cf AGI)
2/ NET PROCEEDS TO PERMITTEE $ 67.50 $ 37.50 $ 22 .00
(minimum required return)
Footnotes:
\j Current Law - provides the operator must report an a justed gross of 15% and pay at

least 15% of the adjusted gross to the permittee.
AS 05.15.128(1) and (@

2/ Adjusted Gross Income is defined as the gross income less the prizes awarded and any
state, federal and municipal income taxes paid or owed.
AS 05.15.210(1)

RPB/wfdLGJOBS
32690a-1



PERMITTEE/VENDOR RELATIONSHIP

Pull-Tab Net Proceeds
Comparable Analysis
PROPOSED AMENDMENT RE: VEtiDORFi .CQMPENSATION

(For purposes of discussion, the chart below is based on a gross handle of $1,000.00, i.e.,
1,000 pull-tabs sold at $1.00 each.)

Prize Prize Prize
Payout Payout Payout
55% 75% 85%
Gross Receipts $1,000.00 $1,000.00 $1,000.00
Prize Payout [550.00] [750.00] [850.00]
IDEAL NET 450.00 250.00 150.00
1/ Vendor Compensation 135.00 75.00 45.00
(maximum 30% of Tcfeal- net)
Proposed: SecY 9, AS 05.15.188(1):
2/ GROSS PROCEEDS TO PERMITTEE $ 315.00 $ 175.00 $ 105.00

(as required]---------------- - - —— o ———————

Footnotes:

1/ CS-SB-501
Section 9, AS 05.15.188(1): IT a permittee contracts with the vendor, the contract
must provide that the permittee will receive no less than 70% of the ideal net.

2/ Permittee gross revenue is reduced by the cost of pull-tabs (approximately $.02 each)
and the 3% pull-tab tax (computed on ideal net) to arrive at Permittee Net Proceeds.

Example Utilizes 75% Prize Payout

Gross Proceeds to Permittee 175.00

Cost of Tabs ($.02 x 1,000) [20.00]

Tax (3% x $250.00) [7-50]

NET PROCEEDS $ 147.50
RPB/wfdLGJOBS
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PERMITTEE (40%)/0PERATOR (60%) RELATTONSHIP

Pull-Tab Net Proceeds
Comparable Analysis

PROPOSED AMENDMENT RE: OPERATOR MUST PAY 40% OF IDEAL NET TO THE PERMITTEE

(For purposes of discussion, the chart below is based on a gross handle of $],000.00,
1,000 pull-tabs sold at $1.00 each.)

Prize Prize Prize
Payout Payout Payout
55% 75% 85%
Gross Receipts $1,000.00 $1,000.00 $1,000.00
Prize Payout [550.00] [750.00] [850.00]
IDEAL NET 450.00 250.00 150.00
Operators Gross Profit 270.00 150.00 90.00

"(limited to 60% of ideal net)
Proposed: Sec. 3, AS 05.15.115(b)
and Sec. 5, AS 05.15.128(a)

NET PROCEEDS TO PERMITTEE $ 180.00 $ 100.00 $ 60.00
(as required)-———————-—————-————— ————

RPB/wfdLGJOBS
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PERMITTEE (40%) AND OPERATOR/VENDOR (60%) RELATIONSHIP

Pull-Tab Net Proceeds
Comparable Analysis
PROPOSED AMENDMENTS

(For purposes of discussion, the chart below is based on a gross handle of $ ,000.00,
1,000 pull-tabs sold at $1.00 each.)

Prize Prize Prize
Payout Payout Payout
55% 75% 85%
Gross Receipts $1,000.00 $1,000.00 $1,000.00
Prize Payout [550.00] [750.00] [850.00]
IDEAL NET 450.00 250.00 150.00
Operators Gross Profit 270.00 150.00 90.00

(limited to 60% of ideal net)
Proposed: Sec. 3, AS 05.15.115(b)

Vendors Compensation ? ? ?
Operators Adjusted Profit ? ? ?
NET PROCEEDS TO PERMITTEE $ 180.00 $ 100.00 $ 60.00

(as required 000 ——mm—————

RPB/wfdLGJOBS
32690a-4
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1900 LEGISLATIVE SESsion L OATE,
FISCAL HOTE

REQUEST:
Revision Date: . ] - Agency Affected: commerce & Economic Dev .
Title; Act relating to the retail BRU. Occupational Licensing

sale pull-tabs, tickets, and cards
Sponsor:  Reps. Boucher and Bover Components

Requestor: House C&RA

EXPENDITURES/REVENUES:  (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND <«STRUCTURES
GRANTS. CLAIMS

MISCELLANEQUS

TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 0 j 0 0 0
REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERALFUND

FEDERAL FUNDS

OTHER

TOTAL U 0 c p -1 n

POSITIONS:

FULL-TIME 0 0 0 0 0 Q

PART-TIME

TEMPORARY

ANALYSIS - (Anach aseparate page ifiecessary) The bill authorizes a person other than
a permittee or operator to sell the pull-tabs, tickets, and cards necessary
to conduct a charitable gaming activity under AS 05.15.100 provided the
person 1is authorized by a written contract with the permittee or operator.
The bill requires the department to be notified within five days of commence-
ment of sales by a person other than a permittee or operator. " (CONTINUED)

Preparedby-  Jennifer Strickler. Administratiyp.nffirar Phone._ AfiS-ZIfljfl-----rmmmv

Division: Occupational Licensing NE2 tw-  ——————

Approved by Commissioner:  Larry Merculie ffAA'A N WA v~ Date; 2 /z7eac
Agency: Department of Commerce & Economic Development.

Distribution (bypreparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget i
Impaaed Agency(ies) PAC e

6387D-1/22790a



CONTINUATION OF FISCAL NOTE ANALYSIS - HB 512

Current resources for the gaming program are inadequate to fully regulate
charitable gaming iIn the state. There are over 1,000 gaming permittees,
operators, and distributors authorized to conduct gaming activities in an
industry which generates millions of dollars each year.

IT the gaming program is to regulate gaming activities by persons other
than a permittee or operator (conceivably another 2,000 individuals) and
beef up i1ts enforcement over current gaming activities, additional staff
resources are definitely needed. In the Division of Occupational
Licensing®"s original FY 91 budget request arid its budget amendments, the
division has requested funding for a total cf six positions, only four of
which are new (the otf "r two are taken from permanent part-time to
permanent full-time). The positions include: +two PFT Investigators, one
PPT Licensing Examiner, one PPT Clerk Typist, one PPT Data Processing
Clerk, and one PFT Attorney. The zero fiscal note attached to HB 512
assumes authorization of the division®s budget request.

6387D-2/22790b
Page 2 of 2



TESTIMONY OF REPRESENTATIVE H.A. F“RED" BOUCHER ON HB 512

House Bill 512 was introduced at the request of several

individuals involved in gaming activities. The intent of this

legislation is to start the process of addressing the third

party vendor issue and open up the channels to debate the

pros and cons regarding charitable gaming in Alaska.

Charities and non-profit corporations have been selling
pull-tabs through retail stores since the gaming act was

passed three years ago., The statute does not prohibit retail

sales, 1in other words the law does not detail conditions under

which pull tabs can be sold by third party vendors.

The area of vendor sales st certainly be addressed and

I am in agreement with the need to take a close and careful

look at tightening up regulations regarding third party vendor

sales. The result of debate over this legislation will

hopefully allow charitable organizations to sustain

themselves, particularly with the current down turn in other

revenue sources.

Thank you for your time.
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Position Paper
House Bill 512
Page Two

Not surprisingly then, the department approaches a review of HB 512 with the
consequences of unregulated vendor activity at the forefront of its thoughts.
From that perspective, HB 512 clearly lacks the kind of specific regulatory
language needed to provide justifiable controls over this very active area of
charitable gaming and would curtail our ability to properly adm inister the

program.

In addition, we question the bill because its language is so broad that the bill,
however, unintentionally, considerably expands the list of persons who could
become involved in charitable gaming in this state.

If the title of a bill is any indication of its scope, then HB 512% title suggests it
only addresses the "retail'" sale of pull-tabs, tickets, and cards. However, no
limitation to retail businesses is actually found in the proposed new section.
Indeed, it simply says "‘a person,” other than aCPermittee or an operator, may
sell pull-tabs or other gaming tickets and cards. Under state law the word
""person’* is quite broad and encompasses any and all corporations, businesses,
associations, partnerships, natural persons, etc., regardless of residency.

Thus, under the proposed language of HB 512, there would be no reason, for
instance, for anyone to become licensed as an operator: they could simply
function as a sales vendor. Also, organizations denied a charitable gaming
permit because, for example, they did not meet the criteria for a permit could
simply opt instead to sell gaming pull-tabs, tickets, or cards for those nonprofit
organizations that did have a permit. Under this scenario, such organizations
could charge the permittee a percentage of the proceeds for their sales efforts
equal to or more tnan the permittee might receive (which is already happening),
thus, thoroughly defeating the intent of the Gaming Reform Act.

This bill, as presently written, would effectively do away with any justification
for calling the activities we presently authorize in the state as ‘charitable"
gaming activities. While we do not believe this was the intent of the drafters of
this legislation, the department cannot support the bill in its present form for

these reasons.

The department understands, however, that there is broad permittee and
operator support for recognition of a vendor class. Certainly, the testimony the
department heard in mid-December regarding its position on vendor sales made
it very clear that eliminating or severely restricting the vendor class would
drastically reduce the gaming proceeds presently collected by organizations

granted charitable gaming permits.

Given that a vendor bill has been introduced, and assuming that the broad
support evidenced for this issue means that some legislative recognition of a
vendor class is forthcoming, the department has attached to this position paper
draft language that reflects the department’s perspective on the issue of vendor

sales. «



Position Paper
House Bill 512
Page Three

Most importantly, please note that the departments proposed language limits

vendor sales to the sale of pull-tabs.

To allow vendors to get into the business of selling more than pull-tabs will
effectively guarantee the additional proliferation of gaming activities in bars,
restaurants, retail stores, and '‘gaming parlors' in malls or other storefronts

throughout Alaska.

At this point in time, permittees and operators have only expressed a desire to
see pull-tab sales by vendors authorized. We see no need to greatly expand the
role of vendor sales in this state by including vendor sales for any and all games
beyond those vendor sales already recognized and authorized under AS 05.15

(i.e., for ice classics).

The department’s proposals include:

1.
2.

vendor registration by the permittee or operator;

issuance of an endorsement to a permittee’s or operator’s license
that authorizes a vendor to sell pull-tabs on behalf of the

permittee or operator;

a cap of 30% of ideal net on the amount that a vendor can

charge a permittee or ogerator to compensate the vendor for
selling pull-tabs on their behalf;

the requirement that the vendor pay the agreed upon amount of
profit to the permittee or operator at the time oi delivery of a
pull-tab series to the vendor for sale;

payment into the charitable gaming surety fund by the
registered vendor;

the requirement that a vendor and permittee or operator enter
into a written contract;

the profusion that only a permittee or operator may supply
pull-tabs to a vendor;

a provision prohibiting an employee of a vendor from
purchasing a pull-tab from any series sold by the vendor;

a prohibition that the owner or manager of a vendor who is also
a member of permittee organization or a municipal officer may
not enter into a contract to sell pull-tabs on behalf of that
organization or municipality for compensation;

10. provisions to clarify that a distributor may not deal directly

with a vendor; and



Position Paper
House Bill 512
Page Four

11. provisions giving the department cease and desist authority
when violations of the gaming act have occurred or are about to

occur.

We believe that a bill that contains the provisions outlined '.bove will meet the
department’s concerns for the proper regulation of a vendor class while also
maintaining primary responsibility for the state’s charitable gaming activity

with the licensed permittee and operator.

We urge your consideration of the attached language. A bill which included
language substantially similar to that found in the attached draft and which
covered the areas described above would at least address the department’s
concerns sufficiently for the department to go on record as unopposed to

legislative recognition of vendor sales.

k ut

Larry Mercu”eff, Commissioner

Date: X=X~ °I°

LM/RPB/dgl6388D
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. ASO05.15 is amended by adding a new section to article 2
to read:

Sec. 05.15.188. PULL-TAB SALES BY VENDORS ON BEHALF OF
PERMITTEES AND OPERATORS; VENDOR REGISTRATION, ENDORSEMENT. @ A
permittee or operator may contract with a vendor tosell pull-tabs on
behalf of a permittee or operator.

(b) A permittee or operator that contracts with avendor to sell
pull-tabs on the permittee®s or operator®s behalf shall first register
the vendor with the department on a form prescribed by the department.
The annual vendor registration fee is $50.

(c) The department shall act upon aninitialvendor registration
within 10 working days of receipt of the registration form from a
permittee or operator.

(d Upon approval of the vendor registration, the department will
issue an endorsement to the permittee®s permit or the operator®s
license that authorizes the conduct of pull-tab sales at that vendor
location.

(e) The endorsement issued under (d) of this section is an
extension of the permittee"s or operator®s privilege under AS 05.15.100
to conduct pull-tab sales in this state. A vendor may not sell a
pull-tab series until the permit or license containing the endorsement
for the new vendor location has been posted by the permittee or
operator 1in the registered vendor establishment. The endorsed permit
or license must be clearly visible to the gaming public.

(f) A separate endorsement shall be issued for each vendor
location. It is the responsibility of the permittee or operator to

inform the department when it changes a vendor location. A permittee

0236R22790b



or operator must return to the department the endorsed permit or
license of a vendor that is no longer selling pull-tabs on behalf of
the permittee or operator. Failure to inform the department of a
change 1in vendor location, or to return the endorsed permit or license
to the department after a vendor change,, may constitute grounds for the
suspension of a permittee™s permit or an operator™s license.

() The vendor registration required by (b) of this section must
be accompanied by a contribution from the vendor to the charitable
gaming surety fund established in AS 05.15.220. The contribution must
be drawn on the checking account of the vendor and may not be paid by
the permittee or operator on the vendor®"s behalf.

(h) At the time a permittee or operator annually renews its
permit or license, the registration of all locations whe-e a vendor 1is
selling pull-tabs on the permittee®s or operator®s behalf must also be
renewed. In addition, in accordance with AS 05.15.230, the permittee
or operator shall forward, with each vendor registration renewal, that
vendor®s annual contribution to the charitable gaming surety fund.

(i) The permittee or operator that uses a vendor to sel]
pull-tabs on its behalf shall enter into a written contract with that
vendor. The contract is subject to review by the department. If the
contract contains agreements counter to the provisions of this chapter
or the regulations adopted under it, the department may declare the
contract void.

(J) A vendor may not purchase a pull-tab series from a licensed
distributor. Only a permittee"s member-in-charge or an operator may
directly supply a pull-tab series to a registered vendor for sale by

that vendor on behalf of the permittee or operator.

0236R22790h



(k) A permittee or operator may not compensate a vendor more than

30% of the ideal net to sell pull-tabs on the permittee®s or operator®s

behal f.

Q An amount equal to the ideal net less the compensation paid
to the vendor must be paid by the vendor at the time the
member-in-charge or operator delivers a pull-tab series to the vendor
for sale. The amount required to be paid by the vender under this
subsection must be paid by check and must be deposited by the permittee
or operator directly into its gaming checking account.

(m) A vendor that fails to meet its contractual agreement with a
permittee or operator, fails to comply with a requirement of this
chapter or a regulation adopted under 1it, or the vendor or vendor owner
or manager that 1is convicted of forgery, fraud, theft, or a crime of
dishonesty related to the activities governed by this chapter, shall be
prohibited for a period of five years from any further involvement 1in
any activity authorized by or conducted under AS 05.15.

(n) An employee of a registered vendor may noE&purchase a
pull-tab from any pull-tab series sold by that vendor. A person who
knowingly violates this subsection is guilty of a class B misdemeanor.

(0) When the owner or manager of a registered vendor is also a
member of a qualified organization issued a permit under this chapter,
then the vendor may not enter into a contract with that qualified
organization to sell pull-tabs for compensation. When an owner or
manager of a registered vendor 1is also an elected municipal officer or
holds a managerial position with a municipality, then the vendor may

not enter into a contract with that municipality to sell pull-tabs for

compensation.

0236R227900



* Sec. 2. AS 05.15.183 1is amended by adding a new subsection to read:

(e) A distributor may not

(1) take an order for the purchase of a pull-tab series fronm
a vendor;

(2 sell a pull-tab series to a vendor; or

(3 deliver a pull-tab series to a vendor location.

*Sec. 3. AS 05.15.210 1is amended by adding new paragraphs to read:

(35) "ideal net"™ means an amount equal to the total amount
of receipts that would be received if every individual pull-tab ticket
in a series were sold at face value, less the prizes to be awarded for
that series;

(36) "permittee" means either a municipality or qualified
organization;

(37) "vendor™ means a business whose primary activity is not
regulated by AS 05.15 but which 1is engaged in the sale of pull-tabs on
behalf of a permittee or operator and holds a business license under
AS 43.70 and is

(i) a retail establishment
(i1) an eating establishment; or
(iii) an establishment licensed under AS 04.11
* Sec. 4. AS 05.15 1is amended by adding a new section to article 3 to
read:

Sec. 05.15.195. CEASE AND DESIST ORDER. (@ If the commissioner
of commerce and economic development determines that a person has
engaged in or 1is about to engage in an act or practice in violation of
a provision of thio chapter or a regulation adopted under it, the
commissioner may issue a cease and desist order prohibiting further

action by the person. The cease and desist order remains in effect

0236R22790b s



until the person has submitted evidence acceptable to the commissioner

showing that the violation has been corrected.
(b) A person affected by an order issued under (a) of this
section may seek equitable relief preventing the commissioner of

commerce and economic development from enforcing the order.

0236R227900



Testimony Before The

Community and Regional Affairs Committee
~Alaska House of Representatives
Sixteenth Legislature - Second Session

February 27, 1990

Representative Eileen MaclLean, Chair and Members:

Subject: Testimony conceming HB-512

rm Rog®r Cunningham, a Licensed Pull-Tab Distritutor from Wesil-
Ia, and President of the Coalttaaon for Non-Profit Gaming. lam hore to-

day
on their behalf to offer Tl and complete support for HB-512.

COALITION FOR NON-PROFIT GAMING

Formation, Purpose, Make-up:
- . —_— Y~-
The Coalrtion for NoHorofit Gaming was”formed n the &l of
1989 when the Department of Commerce announced mn a 7-page letter
that it had determined thaet the sale of pull-tas by merchants had not
been comtemplated In the Gaming Reform Act of 1983. 1wl offer tes-
timony N a few minutes as t how the Department of Commerce

reached its faulty conclusion.

Merchants who <l puil-tebs In cooperation with a noHarofit or
darity have become known as "3rd Party Vendors.* The Coalrtions
sole purpose 1s to PROTECT the "3rd Party Vendor' relatiaship, an ex-
tremely valuable and vital fudraising method for noHoroftt groups.

The Coalition s composed of members fron each segment of the
gaming community:

Permitees: The Chartties and Non-profit groups who
hold Games of Jall and Chance Permits Is-
sued by the Department of Commerce and

Economic Development



Vendor: Merchants who have entered mnto a”*ea
ments to sl pull-tas on behalf of *
non-profite/daritee.

Distributors: Businesses licensed by the state to €N
the paper produot "fullas.”” Licensed Dis
tributors sl only t holders of a valid
Gaming Permit.

Operators: inaviduals licensed by the state to
mmanage’’ or conduct gaming on behalf of a
permitee, ranrtting net proceeds monthly.

Three—-quarters of the membership Is made up of pammltees. The
balance Is composed of the three other segments of the gaming com-

munity.

In order to assure that the Interests of the permitees are fore-
most In the work of the Coalraan, the Executive Board s composed of
n rkAmite’c | vendor, 1 distributor, and 1 gperator.

ml From this chnverse grop, with many seemingly anflicting interests
and points of view, there Is one major point on .which we dl agreo:

For the continued financial weffbetig of non-rofits and
charities across the State of Alaska, the 3rdyarty vendor
relationship must be recognized in statute and allowed to

continue. This is the onfy purpose of HB-512

By November, 1988" the Coalition for Nonprofit Gaming had
adopted By-Laws, elected offioars and produced Position Paper #1

which Ihave attached to this testimony.

Background of the Gaming Reform Act

House ANl 229, which became the Alaska Gaming Reform Act of
1988, was an effort by the legislatre to REFORM statutes enacted In
1984. The primary focus of the REFORM ACT was to PROTECT the
interests of NON-PROFITS AND CHARITIES from abuses that were oc-
auring primarily n the bingo industry and by operators. Bonding and W
censing of operators was the primary feature of the Gaming Reform
Act



The 3rd Party Vendor issue was not addressed at that time ue-

caus© THEN as now, 3RD PARTY VENDOR relatioships were not a
major source of abuse which often kft thre norofits and dartties with
itk profit to show for teir effat.  In other words, n a properly con-
- ducted 3rd party relatioship, the nonprofit/darity gets its ngtful share
of the profits derived fron the sale of p li-tas at the merchants® loca-

o

Interrogation by the Department of Commerce

Ina 7-page letter dated September 27, 1989, Commissioner Mer-
aulieff took aim on the “3rd Party Vendor'" stating that "The Gaming Re-
form Act of 1988 did not contenplate or authorize a pull-t2b “vendor™
class."

At face valle, this, iIs only a partial truth based on the reasoning
In the preceding paragraphs™. Recent history shows plainly that legisla-
tors and regulators alike, acknowledged the existence of "3rd Party
Vendors' before the reform''act was made lav. Further, the Department
of Revenue acknowledged tteir existence when the issue of "‘vendor
compensation” was the subject of proposed regulation by the Depart-
ment of Revenue months later.

Point 1: The Nenana lce Classic IS secrfically mentioned
N statute, along with other similar fudraislng actavities:

The Nenana Ice Classic &
* A state-wide fudraising activity,

* mConducted by members, without the
services of an gperator,

Utilizess 3RD PARTY VENDOHS who
are compensated.

Point 2: In proposed regulations issued by the Department
of Revenue on Axil 4, 1989c

12 AAC 34.380 attempted to establish a



Imit on the compensation alloneble t© -ji
3RD PARTY VENDORS. Seecifically

mentioned by example were "‘employees

of a restaurant (Wwho) sold a piil-tab

series on behalf of a permiteed.

Within 2 months of the transfer of Games of dall and Chance to
the Department of Commerce, the comissioner, acting without the
benefit of any broad-basad community Inout, mr gaming eXqerience-
of any log-stading, proposed the OUTRIGHT BAN ON 3RD PARTY
VENDORS by emergency regulations.

Permitees from across the state rallied to protest the commission-
er's lack of uderstanding. This miscarriage was successfully blocked
by Lt Governor McAlplne who concluded that no emergency existed.

Public hearings grudgingly scheduled for December, 1989.

Quoting from the text of Mr. Meraulieff™s prepared remarks to the
Anchorage Chamber of Commerce on November Z27th, he said:

- .. and no matter what, the Department is going to get
clobbered. We knew that going in  When the Department

of Revenue (earlier) attempted to provide order where
chaos existed, they got clobbered. . ."

The Department of Revenue, before handing over cotrol of gam-
Iy o Commerce, produced 64 pages of regulations without ever getting
to the meat of the subject They were dismayed by the nearly hostle
reaction they received when public hearings were held n May.

I suomit to you that the reason the Department of Commerce
(ad the Department of Revenue, ealier) GOT CLOBBERED ... ks the
sinple fact trat THEY FAILED TO LISTEN TO PERMITEES whose in-
tarest, after dl, was supposed to be protected by the Gaming Reform
Act... not regulated into dolivion by misguided regulation.

Ih the hearings held n December by Commerce, witness after wit-

ness tesuﬁed that the 3RD PARTY VENDOR rel_attimship Is the back-
bone of charitablo fundraieing in Alacka. Many witnoccoc draw a com-

parison of the net reault of placing tteir permit with a commercial bingo
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operator \s: the net result they have experienced with 3rd party ven-
dors.

The Director of the Division of Occupational Licensing, Randall
Bums, has said publicly that support for the 3rd party vendor relatio
. ship was «OVERWHELMING*. He and the commissioner have specrfical-
ly asked that the lagislature address this question and HB-512 ks the

CoalTtions  response. _
House Bill 512

HB-512 s a one-page Wll, direct and to-theqoint. It says sinply
that pull-tabs may be sold on behalf of a permitee by others so log as
a ocontract or written agreement exists between the parties. The hll
has no other meaning and no hidden agenda.

I urge that the House Community and Regional Affairs Committee
act favorably to give dartties and nonHrofits Tl legpl status to con-
duct fudraising with *3rd Party Vendors', an arrangement that has ex-
isted for the mutual berefit of dll participaits since before the enact-
ment of the Gaming Reform Act of 1988.

Legal otatuo ~ "3rd Party VondorG* is not without procodont. In
32 of the 33 states which now conduct state lotteries, ''3rd Party Ven-
dors” are utalizdd to provide tidets t the buying pblic. They are com-
monly referred to as ""RETAILERS".

I have attached a two-page summary produced n January, 1990
by the Rblic Gaming Research Instituie which lIists the states conduct-
ing lotenies, the number of RETAILERS engaged, and the sales commis-
sion paid by tre various states. There are currantly 147,738 retailers

In 32 states.

Sales of Charttable Gaming products by RETAILERS, pull-tabs, n
this Instance, s a lgianate, lepl fudraising method n 32 other states
today. There s not one <olid reason why Alaska should not fully ket
mize this actavity for the mutual berefrt of noHrofits, darttes, retailas,
and the pblic who have shown a strong desire to participate.

For clarification or additional information:
Roger Cunningham
Bill"s Distributing of Alaska
P.0. Box 874731
Uasi 1la. Ak 99607
373-1500 or Toll-Free 1-800 478-4263

R ——



Coalition

CNG for
Non-profit

Gaming

Position Paper # 1

The Coalition for Non-profit Gaming. CNG after careful deliberation
by its Steering Committee, and ratification by its genera! membership,
takes the following positionfsj on issues conceming future direction’ of
gaming regulation and legislation:

1 That an Agent lica=se class be created by the legisla-
ture which establishes acocouTsbility between the Agent
and the Operator or Permitee with whom the Agent con-

ducts pull-teb acavities.

2 That each Agentbe required to register with the state
each location (Pwsical address) where pull-teb activities

are conducted.

a That Operators and/or Permitees be reguired tO com-
plete an Agent Registration fOrm provided by the Depart-

ment of Commerce and Economic Development on behalf of

each agent location

4. That, n addition o the anual reggiIstration, each ety
k Sole Progorietor, Partrership, Joint Venture, or Corpora-
tin, acting as an Agent, gell post ino a Surety Fund es-
whlished by the state, $100 amally untH the fund is fully

established.



Eacg-£ .E&sitipn-£apen_#1

5. That the amount of the surety fund deposited by each
Agent dull be adjusted amually based on the prior year™s
history of claims against the fud.

6. That AS 05.1&122 (@©) (5\ bonding remain in effect n its
aurrent form, as a requirement for an Operator™s licaee.

7. That selfdirected Permitees Who do not engage an op-
erator dall not be required to bond against treir own loss-

€s.
f
S. That Agents of Operators gall be suplied pull-tas by

tteir Operator who, In tun, purchases from a Licensed Dis-
trilutor.
9. That Agents of a Permitee dall be supplied pull-tabs by

the Permitees Merhber-in-Charge who, n tfin, purchases
from a Licensed Distributor.

10. That a ceiling Imit be established for agent compensa-

oo

11. That rerther Operators nor Permitees be limited as t©
the number of Agents with whom they conduct pull-teb ac-

12. That currant statutes adequately miit each permitee's
anual actavity (AS 05.1&180 (@) and therefore, no further

Imit should be placed on tre number of Agents engaged by
a permitee (hor on an operator on behalf of a parmitee).

/ certify that the foregoing represents the consensus of CNG members
who met on November 8, 1989 to amend and ratify this position paper.

| -
Roger
Interim Chairrman



LOTTERY UPDATE
PUBLIC GAMING INTERNATIONAL

THE U.S. RETAIL CONNECTION

STATE frCifttfcS
ARIZONA 3DISTRICTS
CE
FRMRITITE
CALIFORNIA 12DISTRICTS
A REGIONAL OFFICES
2 REG. HOOTS.
COLORADO 4 DISTRICTS
4 REGIONAL OFF.
CONNECTICUT 32 SALES DISTRICTS
8 REGIONS
1MAIN OFFICE
DELAWARE 4DISTRICTS
1MAIN OFFICE
DC. 3WARD3
I MAIN OFFICE
FLORIDA 3REGIONS
13DISTRICTS
IDAHO* 1MAIN OFFICE
ILLINOIS 2 DISTRICT
2 MAIN OrFtCES
5 REGIONAL OFF.
INDIANA® 8 REGIONAL OFFICES
t0A SSALES REG.ONS
KANSAS 4REGIONAL OFFICES
AHEADQUARTERS
30 ROUTES
KENTUCKY 4REGIONS
7OFFICES
MAINE 11 TERRITORIES
1MAIN OFFICE
MARYLAND 3DISTRICTS
1MAIN OFFICE
MASSACHUSETTS 5DISTRICTS
1MAIN OFFICE
5 REGIONAL OFF.
MICHIGAN 1MAIN OFF.
7REGIONAL OFF.
8REGIONS
MINNESOTA 6 REGIONS
$OFFICES
MISSOURI 4DISTRCTS
1HEADQUARTERS
3REGIONAL OFF.
MONTANA 9REGIONS
i LOTTERY CFF'CE
NEW HAMPSHIRE "4 SALES AREAS
1MAIN OFFICE
2 SATELLITE OFF.
NEWJERSEY 6 DISTRICTS
OHO 3REGIONAL OFFICES
DDISTRCTS
* 0 Ci020.0.1ka btennkiv.aCl)

T
fArers)

2CS DSRi

26 GSRs

40

4
8

3REG MGRS.

13 DISTRICT
MANAGERS &
202 SALES REPS

9 REPS
1KEYACCT.REP

65 (> 15
COORDINATORS)
5REG MGRS.

81 SALES REPS

37

30 FIELD REPS

32 SALES REPS

7 SECTONAL MGRS.
2 REG. MGRS.

1 STATEMGR.

13 (INCLUCES
TEIEMKTG STAFF)

18REPS.
3MANAGERS

S0REPS.
S5MANAGERS

60 DISTR'CT
MANAGERS

WA

43 SALES
REPS .9
THLEMKTG.
PEPS

9REPS

15 REPS

X REPS &
6 MANAGERS

W5AL™SI1E3S

METHOD OF
TICKET
DISTTHB.

FIELD REPS

COUR'ER

FIELD REPS

FELD REPS
COURER

2 DISTRICT
CENTERS

SALES REP3

UPS

SALES REPS
(COURIER IN
1COUNTY)

SALES REPS
SALES REPS

SALES REPS

COURIER
FIELD REPS
COURIER

COURIER.
FELD REPS

COURIER

COURIER

SALES REPS

TCLEMKTG. &
Field reps

FICLO REPS

COURIER

SACRERS

fifiliURs

2239

20.000

Z7<9
3.800
<18
1.775

1388

9.500
7.000
3.800
2.400

3.700

1600

6.100

8.700

MA

4.100

1300

5.0X

8.000

TOTAL*
ON-UNE
RETALERS

1,780

3.380

1463

240

750

0‘
1,100

1305
915

1737

5.49%

3.800

MA

%4

500

46



SLUE
OREGON

PENNSYLVANIA
RHODE ISLAND
SOUTH DAKOTA
VERMONT

VIRGINIA

WASHINGTON

WEST VIRGINIA

WISCONSIN

STATE
ARIZONA
CAUFORNIA

COLORADQ
CONNECTICUT
DELAWARE

MARYLAND
MASSACHUSETTS
MICHIGAN
MINNESOTA
MISSOUR|
MONTANA

NEW HAMPSHIRE
o
i

OREGON
PENNSYLVANIA
RHODE ISLAND
SOUTH DAKOTA
VERMONT
VIRGINIA
WASHINGTON

WEST VIRGINIA
WISCONSIN

GauNc

LOTTERY UPDATE
PUBLIC GAMING INTERNATIONAL

THE U.S. RETAIL CONNECTION (cont.)

SALES

DISTRICTS AFIELD/

4.CfE]CES SALES REES

1MAIN OFFICE 25REPS <4
REGIONAL MGRS.

6AREAS 69MICTG

6 OFFICES REPS

MAINOFFICE 3REPS

3 REGIONS 13FIELD REPS

4CFFCES

6 DISTRICTS

1MAINOFFICE 6 REPS

7 REGL. OFFICES 54 REPS

8 DISTRICTS 6 REGL MGRS.

6 REGIONAL OFFICES 34 SALES REPS
(®1HALF-TIVE)

1DISTRICT

1MAIN OFFICE 10FIELD. REPS.

SDISTRICTS 47 SALES REPS

SOFFICES 4 SALESMGRS

METHOD OF
TICKET
pisim

COURIER

COURIER
FIELD REPS

FIELO REPS

FIELD REPS
COURIER

FIELD REPS

COURIER

FIELD REPS

U.S. LOTTERY RETAIL AGENTS

TOTAL#

POPULATION
AGENTS

(In millions)

w
o

)
N
—
=
~

—
PO o0

Ao QEEN
~O OOLLOUTI—I

r%:ﬁﬁﬁw\o: wpiagrint O c-unr Soo»

# ON-LINE
TERMINALS

TOTAL*
RETAILERS

3,600

8,761
1083

1152

5400

3W0 «

1e04

S.000

C

5%

TOTAL#
ON-LINE
RETAILERS

1574

3433
325

0

1,600

373

1450

SALES
OMMISSION BASE*

60
oAT/4%5P/§T/6% Instant
5
%
6% |nstant{)4% on-line
0

%
0% mstant{)S% cn-line
5%- honuses
%

0

.J7/0
S5 AT

0
5% instant/8% cn-i.ne
5%+ boonuses
0
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VFW

VETERANS OF FOREIGN WARS OF THE U.S.
ROBERT L. SPENCER POST NO. 7056

P.O. Box 404

Kodiak, Alaska 99615

James L._Fisk, Jr. Post Office Box 2068
Senior Vlce_Commander Kodiak, Alaska 99615
POW-MIA Chairman Phone: (907) 486-3959

Gaming Advisory Group for the
State of Alaska

Post 7056
House Committee Chairman
(charged with all pull tab responsibilities)

18 March 1990

Ms. Eileen Panigeo MaclLeai , Chair
Community & Regional Affairs Committee
Room 124

Capitol Building

Juneau, Alaska 99811

Siuject: Testimony for House Bill 512

Dear Ms. MaclLean,
After my most recent conversation with your Administrative Assistant,
Renee, 1 advised her my wife is out of town and that 1 would attempt

to complete my written test and oral response to the teleconference
held on 9 March 1990.

Enclosed please find my packet containing this testimony.

I would appreciate it if you would assure that each legislative
representative receives a copy of this written testimony.

Very truly yours,

Enclosures: As stated

cc: Representative Dave Donley, Labor and Commerce Committee
Senator Richard I. "Dick™ Eliason, Labor ana Commerce Committee

VETERANS OF FOREIGN WARS OF THE UNITED STATES



Reintroduced as testimony on 3/9/90
To: Eileen Panigeo MacLean, Chair
Referred: C&RA, and Labor & Commerce
Attention: Dave Donley, Chairman

BY REP. BOUCHER, Boyer

IN THE HOUSE
HOUSE BILL NO. 512
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH.LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the retail sale of

pull-tabs, tickets, and cards for charitable
gaming activities."

BE IT ENACTED BY THE LEGJCLATURE OF THE STATE OF ALASKA:

*Section 1. AS 05.15 1is amended by adding a new section to article
2 to read:

Sec. 05.15.188. SALES BY PERSONS OTHER THAN PERMITTEES.
A person other than a permittee may sell pull-tabs, tickets,
and cards that are necessary to conduct activities authorized
by AS 05.15.100(a) 1if the person is authorized to make sales by
a written contract with a permittee or operator. The permittee
shall notify the department within five days of the commencement
of sales by a person under this section.

We are requesting that the following testimony be introduced as a
possible amendment to House Bill 512.



My name is James L. Fisk, Jr. My address 1is: P.0. Box 2068, Kodiak,
Alaska 99615. My phone number 1is: (907) 4863959. May 1

introduce myself and who 1 represent, and what the ultimate goals
are to achieve a solid and sound HB 512. Madam Chair McLean and
Chairman of other committees who may receive this testimony. This
testimony is given on March 10, 1990 in Kodiak, Alaska.

Let me proceed with what I think as an individual representing the
Kodiak Lions Club, the Rodeo State Fair Association, the Bayside

Fire Department, the Veterans of Foreign Wars, the Veterans of Foreign
Wars Auxiliary, the Baranoff Products and Kodiak Little League.
Believe me when I say I represent those organizations as I am either

a Charter Membe.: or have served in the capacity of President or a
Board Member. When 1 say that 1 represent the above organizations,

I feel a deep internal commitment knowing that I have, and will
continue to represent the welfare of those organizations and the

other organizations throughout the State of Alaska to the utmost

of my ability.

Let me start with a letter of what | think as what are the real issues

for the Games of Chance and Skill administered by the Department

of Commerce. When one associates with a new idea, of creating a
dream - that dream has already been used in other states or other
countries. They have experienced and suffered through the hardships.
Don"t let Alaska suffer those same hardships. Let"s put together

a foundation, a commission that will be responsive and face the
issues of the gaming industry in Alaska. Let"s clean it up and noi
wait like Nevada did. It took them 27 years to get the criminal
element out of the gaming industry in Nevada.



We need a Gaming Commission in 1990. The job of a commission to

see that funds gained from gaming activities go into the pockets
mandated by the legislature. The gambling must be honest and the
public is protected. All activities must be controled and kept within
the boundaries of good public policy. The heart of the gaming
industry in Alaska must be to protect the public from being mislead

by those who operate the games. The commission must define rules

and regulations to accomplish th 1 following:

What are some of the problems? V/hat are some of the solutions?

Problem: Inside information on the pull-tab industry.
Solution: Mark off the.winners on the flare card. It is done in
Washington. It cuts the odds for the permittees, the vendors, and

the operators, but if that is what it takes to clean up Alaska -

I say do it.

Problem: Winner pick out.

Solution: Manufacturing standards - those standards should be the
highest NAFTM can deliver.

Problem: Lack of Randomization

Solution: Random testing. Protect the operators from cheating as

initiated by the public.

Problem: Counterfeiting. Alaska has experienced a small though
serious problem with counterfeiting, for it is out there. Don"t
ignore it.
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Solution: Develop a secondary winner protection code such as a Trade
Products Win Code. It is proven and it is successful. It take's

99% out of cheating/ but nothing 1is 100% unless you ban the games

of chance and skill in Alaska completely.

Insure the receipt of mandated income by the charity. Very important,
insure the receipt of mandated income by the charity. Not 15% of

the adjusted gross, but a minimum of 40% of the ideal net or gross
profit. The remaining 60% will be state tax, pull-tab cost, and

vendor share.

Problem: Mismanagement. In every organization there 1is going to
be a little mismanagement. We could write laws from now to the end
of the century, there 1is going to be some mismanagement. =

Solution: An accounting system that insures appropriate profit to
the charity and regulates audits by regulatory staff. If you need
the people, tax the industry. Remember, audit by regulatory staff.

That is important.

You could write a whole book, but if you have a stacked deck and

you don’t regulate it, you don"t audit it, and you don"t observe

it, because you say you don"t have the staff - forget it, it"s over.
You may as well say we will do the same as Nevada - let them
infiltrate and then figure out how to get them out.

Mechanisms used to accomplish these goals include but are not limited

to the following:

1. A clear concise criteria for construction of games. NAFTM

approved manufacturers only with no exceptions.

_4-



2. A technical description and definition of the game. Break open
games, pull-tabs, punch boards, lottery tickets, bingo cards, etc.
A good definition of what they are and then a standard for each of
those games. We are trained to write a standard to deai with the
overall games. Let"s deal with every game and -everyitem. There

is a difference between a $1.00 bill, a $20.00 bill,and a$100.00
bill - there 1is a difference in every games.

I am enclosing the standards for break open tickets as an example.

I am enclosing catalogues, 1 am enclosing the break open profit line
and what to look for, 1 am enclosing pull-tabs (rippies-whatever
you want to call them). Each game 1is different, each card is

different, each flare card is different. All devices used in gaming
should have an individual set of standards including opacity,

randomization, and winner protection, etc.

Don*t allow a manufacturer to write the rules if he doesn"t belong
to NAFTM. Allow the state to sit down with all NAFTM manufacturers
and work as a team. Regulations should be drawn that provide a paper
trail throughout the entire gaming process.

%
A process, such as Tabtrak, should give you instant control without
a 30 to 60 day delay. This process should be developed by an Alaskan
and workable by an Alaskan. This process should develop a paper
trail for the entire gaming process including but not limited to
the manufacturers, distributors, operators, permittees, and vendor
locations. This paper trail follows from the manufacturers doorstep
to the distributors door step, then on to the operator, permittee,
or vendor identifying the date shipped, the cost, game description
including color, game, and count, and serial number, as well as cost
and tax to the operator and permittee. Tickets sold and prizes paid,
identity of winners, and number of unsold tickets would be able to

be immediately identified in a paper trail developed by Tabtrak.



Take a serious look at Tabtrak before permitting the State to develop
d S&SIEm when there is already d systenm SUCCESSfUlly'being used in
the marketplace. I didn"t believe in it because I felt I had the
best computer program in the State - tractability and accountability
from the date of invoice until the completion of the game to the
quarterly to the annual reports, and to the membership of the
permittees organization. Tabtrak will give the State investigators
in the field, finger-tip control from a pay phone 24 hours a day

at no cost to the State of Alaska. Let"s give it a shot.

Licensing requirements should include, but not be limited to,
licensing the charities, the distributors and their representatives,
the operators and their representatives, the vendors and their
representatives, and most of all the manufacturers and their
representatives. This 1is where it starts, careful thought should
be given to the criteria of who gets a license. If you license
dishonest people you will have a regulatory problem from day one.

I say anyone who has had a conviction for gambling, convicted felon
should never be involved in gambling or gaming - not after five years,
not after ten years, but never as long as he has that conviction

on his file. There is an exception, if one has an SIS then - that"s
the exception and that"s only the exception. Once a "cheater”, always
a "cheater”. Licensing dishonest people means dishonest
accountability and dishonest tractability. A license to conduct
gaming should be identified as a privilege - not a right. A license
may be canceled for any reasonable threat to the integrity of the
game. | say that if a license is canceled then it"s gone. Once it"s

gone, it"s gone forever.



If there is an infraction for not filing paperwork in timely response,
that i1s a misdemeanor, it is not a threat to the integrity of the
game. Finally, regulate the prize levels and cost of play to a
$500.00 prize limit on pull-tabs. Consider the level of security

in break open tickets. There are tickets that are poorly manufactured
and tickets which are premium of the stock. All tickets need to

meet a certain standard. The security of the break open game must

be the greatest integrity we can give the public consumers that play
to know their money and their chances are under tight scrutiny.

There needs to be enough money to provide enforcement. The State
must provide enforcement that is adequate in size - not 4 or 5
covering this State. If we need to tax 5% or 6% on the ideal net,
let"s do it, but let"s get some effectiveness in the field. Let"s
stop this putting a handle on auditors and investigators. Let them
do their job. They are protecting the constituents in the State

of Alaska - the people who are putting their trust in the legislature.

That is my opening statement.

Let me go to the State®s position paper. Page three: The departments

proposals include:

1. Vendor registration by permittee or operator.

Take the operator out of this position paper wherever it appears.

The permittees, the vendors, the distributors, the manufacturers

are one segment. The operators are a business entity. Every operator
is doing it to make a profit. They would not crank up the pull-tab
parlor or a bingo parlor with several thousand dollars invested if
they weren"t going to make a big return - more than what the vendor
and the permittee 1is going to get. You are talking big scale



gambling. Let"s divide them out, let"s keep the operator as operators
and keep them out of the bars and restaurants and grocery stores.
Put those operators in a separate entity as a business enterprise.

The lottery 1is going to challenge that - they will not be able to

go into 7-11 stores or grocery stores. There are three municipalities
in the State of Alaska that ban operators - Kodiak, Kenai Peninsula,
and Sitka. These communities are sending a clear message to the
legislature that says, leave the charity®s home town development

for generating revenue as a revenue source with charity"s who want

to get involved - not operators. IT Lottery Alaska wants to play

in these establishments, let them license each establishment for
lottery, let them foot the requirements, and let them pay the
insurance. They are a business entity making big bucks otherwise
they wouldn®t be 1in business. That"s a separate 1issue. If the State
wants to run a lottery - let them do it, but let"s divide the

operators from the permittees and vendors.

2. Issuance of an endorsement to a permittee"s or operator®s license
that authorizes a vendor to sell pull-tabs on behalf of the permittee

or operator.

Remember.we are striking the operator. We are asking for an
endorsement to be able to license the vendor. We agree with a $50

or $100 dollar licensing fee (whatever the case may be). There
should be no more than one vendor license and one permittee license
per establishment. IT that establishment wants another permittee,
allow them to give notice to the present permittee they have in force
that they would like to switch. Don®"t hang 15 permittee licenses

on the wall. You begin to lose accountability, tractability, who"s
game 1is being played, and how it is being played. Close it off.



3. a cap of 30% of ideal net on the amount that a vendor can charge

a permittee or operator to compensate the vendor for selling pull-

tabs on their behalf;

Strike out the operator for they are regulated on a percentage of
15% of the adjusted gross income. My organizations and advisory
board members say - make it a 50/5C ;plit of the ideal netwith the
charity paying the tabs and the tax. A standard price per tabs and

the tax will not change.

The unscrupulous individual 1is going to charge $200.00 for the tabs
instead of $75.00 so the charity gets less and less. Adopt a 50/50
split with a reasonable price for tabs and tax.

4. the requirement that the vendor pay the agreed upon amount of
profit to the permittee or operator at the time of delivery of a

pulltab series to the vendor for sale.

We have a large state - the largest - and it is very remote so it

is therefore difficult sending a case of pull-tabs to Pilot Point.
They are going to have only one or two games which they will have
return the profits and tax on. We are striking the operator and
let"s strike the tabs and tax and profit. Let"s require every
permittee to issue a signed purchase order stating, the number of
games, the cost of the games, and the tax. This purchase order must
be signed by the distributor and the vendor, and must note the date
and time of delivery. The permittee will then have 30 days to pay
the distributor for the tabs and tax. If he does not pay in 30 days,
then the distributor has the right to notify the commission that

the permittee has failed to pay, and the commission will write the
permittee allowing him 10 days to correct the problem (or maybe 40
days) but that 1is a paper trail that is accountable.



5. payment into the charitable gaming surety fund by a registered

vendor;

You have got a contract so forget it - you don"t need a surety sitting
in an account some place. The operators have $100,000.00 - let"s
leave it - let"s let the operators be operators. The distributors,
the permittees and the vendors will take care of their homework with

their standardized agreement.

6. the requirement that a vendor and permittee or operator enter

into a written contract;

This has been addressed. We need a standard state approved contract.

7. the provision that only a permittee or operator may supply pull-

tabs to a vendor

Forget about operators. Permittees have already given a purchase
order to authorize the vendor to receive pull-tabs on his behalf.
If the paper trail is not there, this is an infraction of the
reasonable integrity to the playing of the game, and you are not
playing by the rules.

8. a provision prohibiting an employee of a vendor from purchasing
a pull-tab from any series sold by the vendor;

If an employee working for a vendor selling pull-tabs has not sold
a pull-tab from that game then he should be entitled to play it.
If he has sold pull-tabs from that series then he should not play

one single pull-tab.
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9. a prohibition that the owner or manager of a vendor who 1is also
a member of permittee organization or a municipal officer may not
enter into a contract to sell pull-tabs on behalf of that organization

or municipality for compensation;

If you are a distributor - you are a distributor only. If you are

a vendor - you are a vendor only. If you are a permittee - you are

a permittee only. If you are in a small community we have to

make allowances for this. If you are a vendor selling and a member
of the Russian Orthodox Church 1in one of these small communities,

and are using the Russian Orthodox Church permit in your your
establishment, the collective effort of everybody in the community

is required. In an instance such as this, 1 feel an allowance should

be made.

10. provisions to clarify that a distributor may not deal directly

with a vendor; and

We have already discussed that by providing a paper trail to account

for the integrity of the game.

*
11. provision giving the department cease and desist authority when
violations of gaming act have occurred or are about to occur.
This 1is difficult. Let the investigators determine the seriousness

of the violation or potential violation.



In conclusion, strike operators and allow permittees to handle the
sale of pull-tabs in their creas.

Enclosures: Section 1. AS 05.15 (Senate and House Versions)
* (Green highlights shall be deleted from current text)

**(Blue hightlights are references only)
Description of Break Open Games

Trade Products Catalog

Capital Games Catalog

Pull-tab Scales Flyer

Sample Transmittal Form

Pull-tab/Win Code Samples (Three Sample Sheets)
Sample of Winning Pull-tab ticket

Pull-tab Prize Receipt

Pull-tab Receipt Log

Sample of Distributor Game Detail

Sample of Manufacturer Game Detail (Five Sample Sheets)



BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 05.15 1is amended by adding a new section to article 2
t- read:

Sec. 05.15.188. PULL-TAB SALES BY VENDORS ON BEHALF OF
PERMITTEES AND OPERATORS; VENDOR REGISTRATION, ENDORSEMENT. @ A
permittee or operator may contract with a vendor to sell pull-tabs on
behalf of a permittee Qr operator.

(b) A permittee or operator that contracts with a vendor to sell
pull-tabs on the permittee®s or operator™s behalf shall first register
the vendor with the department on a form prescribed by the department.
The annual vendor registration fee is $50.

(c) The department shall act upon an initial vendor registration
withinrgo &orking days of receipt of the registration form from a
permittee or operator”

(d Upon approval of the vendor registration, the department will
issue an endorsement to the permittee®s permit or the operator®s
license that authorizes the conduct of pull-tab sales at that vendor
location.

(e) The endorsement 1issued under (d) of this section is an
extension of the permitteels or operator®s privilege under AS 05.15.100
to conduct pull-tab sales in this state. A vendor may not sell a
pull-tab series until the permit:or license containing the endorsement
for the new vendor location has been posted by the permittee or?%
operator®™ in the registered vendor establishment. The endorsed permit
or license must be clearly visible to the gaming public.

(f) A separate endorsement shall be" issued for each vendor
location. It is t.j responsibility of the permittee or operator to

inform the department when it changes a vendor location. A permittee
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or operato$ must return to the department the endorsed permit or

— license of a vendor that 1is no longer selling pull-tabs on behalf of
the permittee or operatok. Failure to inform the department of a
change 1in vendor location, or to return the endorsed permit or license
to the department after a vendor change, may constitute grounds for the
suspension of a permittee®s permit or an operator®s license.

(@ The vendor registration required by (b) of this section must
be accompanied by a”“contribution from the”vendor to the charitable
gaming surety fund established 1in AS/%F&%PU ?QW The contribution must
be drawn on the checking account of the”vendor and may not be paid by
the permittee or operator”on the vendor®s behalf.

(h) At the time a permittee or operator? annually renews its
permit or license, the registration of all locations where a vendor 1is
selling pull-tabs on the permittee®s or operator®s behalf must also be
renewed. In addition, in accordance with AS 05.15.230, the permittee
or operator ~shall forward, with eachAvendor registration renewal, that

c® vendor®s annual contribution to the charitable gaming surety fund.

(i) The permittee or operator that uses a vendor to sell
pull-tabs on its behalf shall enter into, a written contract with that

cMju JucM.
vendor. The contract”™is subject to review”by the department. If the
contract contains agreements counter to the provisions of this chapter
or the regulations adopted under it, the department may declare the
contract void.

(J) A vendor may not purchase a pull-tab series from a licensed
cVL, 0*"1/J

distributor. Only a permittee®s member-in-charge”or an operator may

directly supply a pull-tab series to a registered vendor for sale by

that vendor on behalf of the permittee or operator# Cfce.

Ay mmpju. "
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goie> (k) A permittee Of operato#may not compensate a vendor more than
30%?0f the ideal net to sell pull-tabs on the permittee’s Of operatofs?

hohalf* fag

(1) An amount”equal to ideal net™le”J”A"cqznpensatiqji paid

X*-~-

toj.the vendorvmust be paid by the ve%gfr at/\qiy\ime
member-in-charge”or operator delivers a pull-tab series to the vendor-
for sale$ The amount required to be paid by the vender under this
subsection must be paid by check and must be deposited by the permittee
or OperatOAjdirectly into its gaming checking account.

(m A vendor that fails to meet its contractual agreement with a
permittee or operator®, fails to comply with a requirement of this
chapter or a regulation adopted under 1it, or the vendor or vendor owner
or manager that is convicted of forgery, fraud, theft, or a crime of
dishonesty related to the activities governed by this chapter, shall be
prohibited for a period of five year”j from any further involvement 1in
any activity authorized by or conducted under AS 05.15.

(n) An employee of a registered vendor may not purchase a
pull-tab from any pull-tab seriei”sold”by that vendor. A person who
knowingly violates this subsection is guilty of a class B misdemeanor.

(0) When the owner or manager of a registered vendor is also a,
member”of a qualified organization issued a permit under this chapter,
then the vendor may not enter into a contract with that qualified
organization to sell pull-tabs for compensation. When an owner or
manager of a registered vendor 1is also an elected municipal officer or
holds a managerial position with a municipality, then the vendor may

not enter into a contract with that municipality to sell pull-tabs for

compensation.

0236R22790b



* Sec. 2. AS 05.15.183 1is amended by adding a new subsection to read:
(e) A distributor may not

(1) take an ordej~for~the”purchase of a pull-tab series f&om

(2 sell a pull-tab series to a vendor; or

(3 deliver a pull-tab series to a vendor location.
. ) S*<0S"-<iW? V
*Sec. 3. AS 05.15.210 is amended by adding new paragraphs to read: CJj

(35) "ideal net” means an amount equal to the total amount

of receipts that would be received if every individual pull-tab ticket
in a series were sold at face value, less the prizes to be awarded for
that series;5""M)N 3~ /'o
) TExc _ L _ .

(36) "permittee™ means either a municipality or qualified
organization;

(37) "vendor" means a business whose primary activity is not
regulated by AS 05.15 but which 1is engaged in the sale of pull-tabs on

behalf of a permittee dr operator and holds a business license under

AS 43,70 and is

(i) a retail establishment; oSjfril*A* /JpH h
0 < </fma*'

(i1) an eating establishment; or _ »kpLiin~A
(ii1) an establishment licensed under AS 04.11. /
* Sec. 4. AS 05.15 is amended by adding a new section to article 3 to
read:

Sec. 05.15.195. CEASE AND DESIST ORDER. (@ If the commissioner
of commerce and economic development determines that a person has
engaged in or 1is about to engage in an act or practice in violation of
a provision of this chapter or a regulation adopted under 1it, the

commissioner may 1issue a cease and desist order prohibiting further

action by the person. The cease and desist order remains in effect
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until the person has submitted evidence acceptable to the commissioner

showing that the violation has been corrected.
(b) A person affected by an order issued under (a) of this
section may seek equitable relief preventing the commissioner of

commerce and economic development from enforcing the order.

0236R22790b :
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