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In tro d u c ed : 2 /1 /9 0
R e fe rre d : Labor and Commerce and F inance

go00250s

BY THE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

IN THE SENATE

SENATE BILL NO. A29

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE -  SECOND SESSION

A BILL

F or an A ct e n t i t l e d :  "An A ct r e l a t i n g  to  a s u r e t y  fu n d  f e e  and  th e  bond

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

* S e c t io n  1 . AS 0 5 .1 5 .1 2 2 (b )  i s  amended to  r e a d :

(b ) The d e p a r tm e n t may i s s u e  an o p e r a t o r 's  l i c e n s e  to  a n a t u r a l  

p e r s o n ,  m u n ic i p a l i t y ,  o r  q u a l i f i e d  o r g a n i z a t i o n  t h a t

a p p l i c a n t  in  a m a n a g e r ia l  o r  s u p e r v i s o r y  c a p a c i ty ;

(A) s u b m its  p r o o f  o f  l i a b i l i t y  in s u r a n c e  s a t i s f a c t o r y  to  

th e  d e p a r tm e n t;  and

(5 ) p ay s  a s u r e t y  fu n d  f e e  to  th e  d e p a r tm e n t a s  r e q u i r e d  

u n d e r  AS 0 5 .1 5 .2 3 0  (POSTS A BOND OR SECURITY SATISFACTORY TO THE 

DEPARTMENT IN THE AMOUNT OF $ 2 5 ,0 0 0  FOR EACH PERMIT UNDER WHICH THE 

OPERATOR OPERATES UP TO A MAXTMUM OF $ 1 0 0 ,0 0 0 ] .

* S e c . 2 . AS 0 5 .1 5  i s  amended by a d d in g  new s e c t i o n s  to  r e a d :

S e c . 0 5 .1 5 .2 2 0 . CHARITABLE GAMING SURETY FUND ESTABLISHED. The 

c h a r i t a b l e  gam ing s u r e ty  fu n d  i s  e s t a b l i s h e d  a s  a s p e c i a l  a c c o u n t  in  

th e  g e n e r a l  fu n d .

S e c . 0 5 .1 5 .2 2 5 . MONEY DEPOSITED IN GENERAL FUND. Money r e c e iv e d

f o r  l i c e n s u r e  a s  an  o p e r a to r  o f  a game o f  c h an c e  o r  

c o n te s t  o f  s k i l l ;  c r e a t i n g  th e  c h a r i t a b l e  gam ing 

s u r e ty  fu n d ; and p ro v id in g  f o r  an  e f f e c t i v e  d a t e . "

(1 ) a p p l i e s  on th e  fo rm  p ro v id e d  by th e  d e p a r tm e n t ;

(2 ) pays th e  a n n u a l f e e  o f  $500;

(3 ) d i s c l o s e s  th e  i d e n t i t y  o f  p e r s o n s  em ployed  by th e

ARTICLE A. CHARITABLE GAMING SURETY FUND.

SB0429a -1- SB A 29
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by  the depar t m e n t  u n d e r  A S  0 5 . 1 5 . 2 2 0  - 05.15.275 shall b e  d e p o s i t e d  In 

the charitable gAtcing s u rety fund e s t a b l i s h e d  b y  AS 05. 15.220. The 

commis s i o n e r  of a d m i n i s t r a t i o n  shall s e p a r a t e l y  account for the money 

d e p o sited In the c h a r i t a b l e  g a m i n g  surety fund. T h e  annual e s t i m a t e d  

balance  in the a c c ount may be u s e d  by the legislature to m a k e  a p p r o­

priations to the d e p a r t m e n t  to carry out the p u r p o s e s  of the 

charitable garaing surety fund, incl uding the cost of investig ations  

a nd hearings u n d e r  AS 0 5 . 1 5.220 - 05.15.275.

Sec. 05.15.230. S U R E T Y  F U N D  FEE. (a) A distributor, operator, 

municipality, or q u a l i f i e d  o r g a niz ation, w h e n  o b t a i n i n g  or r e n e w i n g  a 

c haritable garaing license cr permit, s h a l l , subject to (b) o f  this 

saction, pay to the department, in a d d itio n to the license  fee or 

permit fee, a surety fund fee that the depart m e n t  sets b y  regulati on  

in an amount

(1) not to e x c e e d  3250 for m u n i c i p a l i t i e s  and q u a l i f i e d 

o r g a n i z a t i o n s » and

(2) not to e x c e e d  $1,000 for d i s t r i b u t o r s  and operators.

(b) Wh en the total a mount o f  money In the c h a r i t a b l e  gaming

surety fund reaches $1,000,000, the dep art m e n t  m a y  not r e q u i r e  payment 

of the surety fund fee. W h e n  the a mount in the fund drops below  

$900,000, the departm ent a g a i n  shall require a s urety fund fee as set 

u nder (a) of this section.

Sec. 05.15.235. C L A I M  F O R  PAYMENT. (a) O n l y  a p e r m i t t e e  h o l d­

ing a v a l i d  permit issued u n d e r  this c h apte r w a y  seek r e i m b u r s e m e n t  

from the charitab le g a m i n g  s u r e t y  fund for a loss as d e s c r i b e d  in (b) 

of this section.

(b) A  p e r m i t t e e  s e e k i n g  r e i m b u r s e m e n t  for a loss s u f f e r e d  in a 

transaction as a result of fraud, m i s r e p r e s e n t a t i o n ,  deceit, o r  n e g l i­

gence on the part of a d i s t r i b u t o r  o r  o p e r a t o r  licensed u n d e r  this



c h a pter shall file a c laim  for r e i m b u r s e m e n t  w i t h  the department. The

d e p a r t m e n t  shall by r egulatio n sec the p e r i o d  of tima w i t h i n  w h i c h  a

p e r m i t t e e  seeking r e i mburse ment m u s t  m a k e  a claim. The p e r m i t t e e  

shall m a k e  a c l a i m  for r e i m b u r s e m e n t  to the depa rt m e n t  o n  a form 

f u r n i s h e d  by the department. T h e  form shall be executed u n d e r  p e n a l t y  

o f  perjury, and Information r e q u i r e d  to be s u p plie d must include the 

following:

(1) the name and address o f  the permitteej

(2) the name and address of the dis tri b u t o r  or operator*

( 3 N the amount of the a l leged less:

(4) the date or p e r i o d  of time d u r i n g  w h i c h  the alleged  

loss occurred:

(5) the date upo n w h i c h  the a l leged loss was discovered:

and

(6) a general statement of the facts p e r t a i n i n g  to the

claim.

(c) The claimant shell m a i l  or d e l i v e r  to the d i s t r i b u t o r  or 

o p e r a t o r  alleged to have c o m m itted tbo conduct re sulting in the loss a 

copy of a c l a i m  filed w i t h  the d e p a r t m e n t  u n d e r  ( M  of this section,

w i t h i n  (0 days after filing the claim.

<d) A  permittee w h o  files a c l a i m  u n d e r  this secti on shall pay a 

f ilin g fee to the depart m e n t  at the time the c laim is filed. T h e

d e p a r t m e n t  shall by r egul a t i o n  set the a mou nt of the filing fee. The

filing fee shall be refund ed only if

(1) the dep artment mak es an a w a r d  to the p e r m ittee from the 

c h a r i t a b l e  g a ming surety fund; or

(2) the c l a i m  is w i t h d r a w n  b y  the permi t t e e  b e f o r e  the 

d e p a r t m e n t  holds a h e aring  o n  the claim.

Sec. 03.15.240. C O N S I D E R A T I O N  O F  CLAIM. (a) In c o n s i d e r i n g  a 
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c l a i m  for reimbursement, the d e p a r t m e n t  may

(1) investigate the a l l e g e d  facts and engage the services of 

an i nvestigator, accountant, or o t h e r  expert n e c e s s a r y  to process the 

d a l e *

(2) coaipaL, by subpoena, the a t t e n d a n c e  of itnesses and 

the p r o d u c t i o n  of books, papers, and d o c u me nts perta i n i n g  to the 

claim* and

(3) a dmin i s t e r  oat hs and a f f i r m a t i o n s .

(b) The department shall cond uct a h e a r i n g  if r equested by the 

c laimant or the d istributor or operator.

(c) A  c e r t ified or a u t h e n t i c a t e d  copy of a record, including a 

transcri pt of testimony, or a h e aring held u n d e r  AS 05.15.128 in w h i c h  

fraud, misr ep r e s e n t a t i o n ,  deceit, or n e g l i g e n c e  on the pert of a 

d i s t r i b u t o r  or ope rator is established, constitute s sufficient 

evidenc e to support a finding.

(d) Befor e the department  awards p a y m e n t  of a claim, Che d i s­

tributor or o p e r a t o r  shall be a f f o r d e d  en o p p o r t u n i t y  to file w i t h  the 

d e p a r t m e n t . w i t h i n  10 days after receipt of n o t i f i c a t i o n  of the claim  

u n d e r  AS 05.15.235, either a w r i t t e n  s t a t ement in oppo si t i o n  to the 

c l a i m  or an a pplication  for the p r e s e n t a t i o n  of a dditional evide nce at 

a h e aring c o n d ucted by Che department.

(e) The permittee  bears tne b u r d e n  o f  proof of estab l i s h i n g  that 

the p e r m i t t e e  suffered losses in a t r a n s a c t i o n  as a result of fraud, 

m i s r e p r e senta tion, deceit, o r  n e g l i g e n c e  o n  the part o f  a d i s t r i b u t o r  

or o p e r a t o r  end the extent of those losses. All facts must be e s t a b­

lished b y  a p r e p o n d e r a n c e  of the evidence.

(f) The d epartmen t m a y  p o s t p o n e  c o n s i d e r a t i o n  cf a c l a i m  until 

a fter a h e a r i n g  u n d e r  AS 05 .15.S28 o r  u n t i l  after a pending o r  c o n t e m­

p l a t e d  c o u r t  p r o c e e d i n g  le completed.

i •t*



Sec. 05.15.245. FIN DINGS A N D  PAYMENT. At the c onclusion  of the 

d e p artment 's c o n s i d e r a t i o n  of a c l a i m  filed u n d e r  AS 05. 15.235* it 

•hall state in w r iting  its findings and conclu s i o n s .  If the d e p a r t­

ment finds that the pe rmittee has suffe r e d  a loss in a t ransac tion as

a result o f  fraud, m i s r e o r e s e n t a t i o n f deceit, or n e g l i g e n c e  on the 

part of a d ist ributor or operator, the depart m e n t  may award a

p e r m ittee reimbu r s e m e n t  up to $100,000.

Sec. 05.15.250. H E A R I N G  COSTS. Costs Incurred  b y  the departmen t 

for an i n v estigati on or a hear ing u n d e r  AS 05.15.240  m a y  not be c o n­

sidered  in d e ter mining the m a x i m u m  r e i m b u r s e m e n t  to be award#-i under  

AS 05. 15.245 and 05. 15.255.

Sec. 05.15.255. M A X I M U M  AWARD. (a> T h e  m a x i m u m  sward under  

AS  05.15.245 is $100,000 for any one d i s t r i b u t o r  or operator.

(bl If the $100,000 limit specified in (a) of this section is 

insufficient to pay in full the v alid claims of all permittees  who 

have filed claims against that d i s t r i b u t o r  or operator, the $100,000 

shall be d i s t r i b u t e d  among the permittees  in Che ratio that their 

Individual claims bear to the aggregate of v a l i d  claims, or in another 

m a n n e r  that the d epartment considers equitable. D i s t r i b u t i o n  shall be 

made among the permittees entitled to share in the recovery, w i thout 

regard to the s e q uen ce in w h i c h  their claims w e r e  filed.

Sec. 05. 15.260. SEQUENCE O F  C L A I M  PAYMENT. I f  the money 

a p p r o p r i a t e d  from the charitable g a m i n g  surety fund is insufficient at 

a g i v e n  tine to satisfy an award, the d e p a r t m e n t  shall, whe n  

sufficient m o u e y  has been appropriated, e a t lsfy u n p a i d  claims In the 

sequence that the c l a i m  orders w e r e  o r i g i n a l l y  Issued, plus 

a c c u m u l a t e d  interest at the rete o f  10.5 p e r c e n t  a year.

Sec. 05.15.265. RI GHT T O  SUBROGATION. W h e n  the d e p a r t m e n t  has 

p a i d  an a w a r d  to a permittee, the d e p a r t m e n t  le s u b r o g a t e d  to all
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rights of the c l a imant to the amount paid, a n d  the c l a imant shall 

assign to the state all right to that p o r t i o n  o f  the claim. Amounts  

s ubseq u e n t l y  r e c o v e r e d  b y  the depart m e n t  shall be d e p o s i t e d  in the 

charitable g a m i n g  surety fund in the general fund.

Sec. 05.15.270. D I S C I P L I N A R Y  A C T I O N  A G A I N S T  D I S T R I B U T O R S  AND 

OPERATORS. (a) Except as p r o v i d e d  in (b) of thia section, a d i s t r i b­

utor's or opera t o r ' s  full r e p a yment of all o b l i g a t i o n s  to the state in 

connection with a c l a i m  u n d e r  AS 05 .15.235 does not affect 

d i sciplina ry p r oceedings  b r o u g h t  under thia chapter.

(b) W h e n  an award is made, the department shall suspend the 

license of the d i s t r i b u t o r  o r  operator. A  s u s p e n s i o n  o r dere d under 

this subsecti on m a y  be lifted if the d i s t r i b u t o r  or o p e r a t o r  reaches 

an agreement w i t h  the depart m e n t  and has r e p a i d  to the state the 

amount awarded to the pe rmittee and the costs of i n v e s t i g a t i n g  and 

hearing the c l a i m  u n d e r  AS 05.15.240.

Sec. 05.15.275. S U R E T Y  F U N D  REGULATIONS. The depar t m e n t  may 

adopt r egulat ions u n d e r  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44,62) 

necessary to carry out the purposes of AS 05.15.220  - 05.15.275.

* Sec. 3. AS 05.15 . 1 6 7  is repealed.

Sec. 4. Sections 1 and 2 of this Act take effect i m m e d i a t e l y  u n d e r

0 1 . 10.070(c).

* Sec. 5. Secti on 3 of this Act takes effect July 1, 1990.

- 6 -
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DPmwCT FISCAL NOTEREQUEST:

1990 LEGISLATIVE SESSION PUBLISH DATE: 2 /1 /9 0

Revision Date: '
Title: C haritah lp  faming Surptv Fund

Agency Affected: C o m m e r c e  & E c o n o m i c  D e v. 
b r t t • O c cupational Licensing

Sponsor: P n lo c: Pnmmi-f-h co
Requestor: Components

EXPENDITURES/REVENUES: QTiousands 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*- 
MISCELL/tNEOUS

___174 n * * * * *

TOTAL OPERATING 174.0 * * * * *

CAPITAL 0 0 0 0 . 0

| REVENUE 174 .0 174 .0 174.0 174 .0 174.0 174.0

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

c t h h i surety Fund
TOTAL

174 n :k * -  *' * *

174 n * * ★ * *

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY -

ANALYSIS : (Attach a separate page if necessary) since the surety fund 1s established as an
account within the general 1'und, legislative appropriation will oe required each fiscal year in 
order for claims to be paid.
*The amount the division will request 1n FY 92 to FY 96 is indeterminate at this time and will 
depend on the amount of claims paid out in the previous year(s).

(See attached for revenue analysis.)
Prepared by: - J e m r i f p r  S t r ic k lp r -  Arinrlm'ctrat-ivp n f f iV p r  Phnn» • 4 6 5 - 2 1 4 4

Division :• O c c u p a t i o n a l  L i c e n s i n g ___________________________ Dale. ____________________

Approved by Commissioner: i pp»y fg-Ff Date: fj-2  f k  ̂
Agency: Hppart.mpnt o f Cnmmprpp & Frnnnrm'r Ppyplnprhknt
Distribution (by preparer): 

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

6198D-1 /12690c

1 2page o f-----



FISCAL NOTE ANALYSIS 
CHARITABLE GAMING SURETY FUND

The Charitable Gaming Surety Fund is anticipated to be established in late FY  90, with an initial surety fund assessment o f $174.0 being collected in FY  90 prior to the release o f existing operator bonds in Ju ly of 1990..
Revenue coming into the Charitable Gaming Surety Fund each year is based on:

The purpose o f the charitable gaming surety fund is to reimburse a permittee for a loss suffered in a transaction resulting from fraud, misrepresentation, deceit, or negligence on the part o f a licensed operator or distributor. I t  is estimated that approximately $175.0 w ill be collected each year into the surety 
fund during; renewal o f the gaming permits and licenses. Therefore, the balance o f the surety fund each year, assuming no payment o f claims, will be:

Once the fund reaches the $1,000.0 level, the division would revise annual 
surety fund. fee3 to maintain the fund near the $1,000.0 level, taking into account any payments made from the fund during the previous fiscal year. We would recommend that an initial contribution to the surety fund always be set at the same level.
Expenditures from the surety fund cannot be predetermined at this time; however, the bill specifies that a maximum o f $100,000 may be paid upon conclusion o f a claim against an operator or a distributor for each transaction. In  addition,, the b ill provides that appropriate administrative costs may be charged against the fund. Until the fund develops a claims history, the division is not able to estimate with any accuracy the potential administrative costs associated with claims processing.

y  The $150 and $1,000 surety fund fees shown above are used for projection purposes. Actual, fees would be set by regulation after public hearing.

Permittees: 973 permittees x $150^/ each year
Operators: 12 operators x  $10001/ each year
Distributers: 16 distributors x  $1000^/ each year

$145,950.00
12,000.00

16.000.00
$173.950.00YEARLY TOTAL

FY 91 
FY 92  FY 93 FY  94 FY 95 
FY  96

I 173,950.00 
I 347,900.00 : 521,850.00 : 695,800.00 I 869,750.00 
1,043,700.00

6198D-2/12690b
Page 2 of 2



STEVE CDWPER
S t a t e  o f  A l a s k a

□ FFICE OF THE GOVERNOR 
J  U N K A U

February 1, 1990

The Honorable Tim Kelly 

President of the Senate 

Alaska State Legislature 
P.O. Box V  

Juneau, AK 99811

Dear Mr. President:

Under the authority of art. Ill, sec. 18, of the Alaska 

Constitution, I am transmitting a bill relating to 

charitable gaming and creating a charitable gaming surety 

fund. This bill will create a surety fund to protect 

charities that are harmed by an operator or distributor of 

a game. The bill will also repeal the current licensure 

bonding requirement for operators, thus removing an 
obstacle to licensing operators. This bill will aid 

charities while at the same time making it easier for 

operators to become licensed.

The bill has three main components. First, the bill 

creates the charitable gaming surety fund. Next, the bill 

specifies the procedures that must be used to file and 

decide claims. Finally, the bill provides for the complete 

repeal of all licensure bonding requirements for operators 

of charitable games as of July 1, 1990.

The charitable gaming surety fund, a special account in the 

general fund, will be composed of fees paid by permittees, 

distributors, operators, municipalities, or qualified orga­

nizations when they obtain or renew their permits or 

licenses to participate in charitable gaming. The money 

generated by the fees will be deposited in the general fund 

where the commissioner of administration shall separately 

account for it. The legislature may appropriate the annual 

estimated balance of this account to the Department of 
Commerce and Economic Development to carry out the purposes 

of the charitable gaming surety fund. This method of 

creating the fund does not violate Alaska's constitutional 
prohibition against dedicated funds, art. IX, sec. 7, since 

the money from the fees mu s t  be first deposited into the 

general fund and go through the legislature's appropriation 

process before it can be used by the department.

The Department of Commerce and Economic Development will 

control amounts appropriated from this fund, as it is the
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entity that regulates games of chance and skill. When sec. 

3 of this bill becomes law, operators will no longer have 

to post a bond with the department to be licensed. 

However, bonds that are currently posted will remain with 

the department until July 1, 1990, to protect permittees 
until the surety fund has a chance to grow. If the fund 

does not grow fast enough to cover valid claims, there are 

still provisions in the bill that will provide for an 

eventual recovery for the claimant, but it is hoped that 

the fees will accumulate quickly enough to assure an 

adequate balance in the fund fairly soon after its 
creation.

The claim procedures are fairly straightforward. When a 

permittee is harmed through an operator's or a 
distributor's actions, the permittee may file a claim with 

the department for reimbursement of the permittee's loss. 

The permittee must prove by a preponderance of the evidence 
that the loss was suffered as a result of fraud, 

misrepresentation, deceit, or negligence on the part of an 

operator or distributor, but once the permittee has done so 

the department will make an award to the permittee to cover 

the loss. The operator or distributor must be notified of 

the claim, and the operator or distributor may respond to 

the claim either in writing or at a hearing.

After the hearing, if the permittee is successful, the 

department shall reimburse the permittee for the 
permittee's loss up to the amount of $100,000 per operator 
or distributor. Not more than $100,000 ma y  be paid for 

each operator's or distributor's conduct, regardless of the 

number of permittees injured. If there are valid claims 

over the $100,000 limit, the $100,000 shall be distributed 

pro rata among the permittees. If there is not enough 

money appropriated to pay valid claims, as soon as there is 
sufficient money the permittees' claims will be satisfied 

(but again, only up to the $lu0,000 limit per operator or 

d i s t r i b u t o r ) .

If a claim is found valid, the department shall suspend the 

license of the operator or distributor involved. The 

operator or distributor must repay awards and hearing costs 
and m u s t  also reach an agreement with the department before 

a suspension may be lifted.

The surety fund provisions in this bill have an immediate 

effective date; thus the department may begin collecting 

fees to begin building the fund the day after the bill 

becomes law. As explained previously, bonds that are 
currently posted will not be released until July 1, 1990, 

so that they will continue to protect permittees until 

t h e n .
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This legislation is a progressive step toward dealing with 

an obstacle to licensing operators and distributors of 

charitable games. The method proposed by this bill will 

protect permittees while at the same time easing licensing 

hurdles. This bill is an attempt to come to a solution 

that will lessen the burden on both sides of the charitable 
gaming community. I appregiat^ your efforts concerning 

this topic and urge your faybrabJJe action on the bill.




