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FISCAL NOTE

STATE OF ALASKA
1993 LEGISLATIVE SESSION

Revision Date: 5/8/93
Titke:  An Act relatiro to Charitable Gaming, etc.

Sponsor:  House Rules Committee
Requestor:  House Rules

EXPENDITURES/REVENUES:

OPERATING FY %4 FY 95
PERSONAL SERVICES 270 270
TRAVEL 7 7
CONTRACTUAL 50 50
SUPPLIES 2 2
EQUIPMENT 52 0

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 381 329
CAPITAL
REVENUE
FUND SOURCE: 274 274
FUNDING:

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Prcgram Receipts 381 329
1006 GF/MHT1A <

OTHER

TOTAL

POSITIONS:

FULL-TIME 5 5
PART-TIME

TEMPORARY

Estimate of current year (FY 93) inpact: 0
ANALYSIS:

See Attached. \ In

Prepared bv:  John Hansen, Gaming Program Manager 79
Divisin:  Gaming ( ) *

Approved by Commissioner Paul Fuhs
Agency: Commerce and Economic Development >

BILL NO.

Department Affected: Revenue

BRU:  Gaming
Component:

COMPONENT SERIAL NO.

FY 96 FY 97
270 270
7 7
50 50
2 2
0 0
329 329
274 274
329 329
5 5
Phone: 465-2581
Da,e: 5/8/93
Date: 5/8/93

CSHB 168 (Fin)

FY 98 FY 99
270 270

7 7

30 30

2 2

0 0

329 329
274 274
329 329

5 5

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR™S LEGISLATIVE OFFICE

For further distribution information call the Governor™s Legislative Office

Rev 11/92
dgwWivh.ol
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BUDGET AMENDMENT DESCRIPTION:
Executive Order H82 (Gaming Division, Department of Revenue)

AGENCY contacthuone NUMDER: John Hansen, Program Manager, *165-2581 CODE EXPEND DY OBJECT
PRSI 31 RS TR RS R oooe e W D Peronl S
o . - 20  Travel

EOtf 82 Transfers the administration of the Canning program from the Division of .
Occupational Licensing, Department of Commerce and Economic Development 30 Contractual Services
S%S%ED)’ to the Gaming division located in Department of Revenue, effective July |, A Supplies

' _ _ o _ o 90 Equipment
Currently the program is located in the Division of Occupational Licensing in DCED. 60  Lands, Buildings, Etc.
The division is responsible for administering 36 various re%ulatory and .||cen_5|nP . .
programs The Governor believes these activities require close supervision, including M0 Grants, Claims, Elc
auditing of financial records which will be more effective in the Department of S0 Miscellaneous
Revenue. The current program staff consists of 11 PFT positions and contractual
funding for a seasonal (6-month) position. TOTAL
Under Department of Revenue, the Gaming division would be responsible for 1A Transfer (NON-ADD)
administration of the Gaming program (AS 05.15) and the Coin-Operated Amusement 10  Federal Receipts
and Gaming Device (AS 43.35.§)program. Currently the licensed gaming in Alaska is a 0B General Fund Match
$205 million industry conducted by approximately 1,000 permittees and 40 licensed
operalt_ors. Reviews of the tax .rre]turns andh finan*"i.” s(}atlem entls| are a critical part of 1004 Cceneral Fund
compliance. New positions with an emphasis ¢ ..uditing will increase revenues to .
permittees and to the state. This program is funded thni program rece|Fts. FY o4 0B GF/Program Receipts
income is estimated to be at $16 million for the Gaming program. Total expenditures 1007  |-A Receipts
will be apgarommately $1 million, leaving the balance to the general fund. Additional
revenues from the coin-operated device tax currently at $1(X)0O would also increase
substantially. Currently enforcement efforts are nominal in this area. Approximately
500 licenses are issued annually. We believe there exists many more of these devices
in Alaska. Gaming investigators are experienced in this area. Many of these devices
are located in premises where gaming activity is being conducted. Collection of this ~ PQOSITION PFT
tax would be more efficient and better compliance is anticipated. This amendment
provides the funding of 5 positions and the necessary resources to accomplish the INFORMATION PPT
transfer to revenue and increase compliance and revenues in both programs. Nonpermanen|

OOLHAN
GOVERNOR'S AGENCY  Commerce and Economic Development
GBA BUDGET URU  Occupational Licensing
AMENDMENT COMPONENT  Opetaliuns

COV ORIG AMEND
200

70
200
20
20

W)  THO

FY 94

COVAMEND

—3
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Gaming Division
Budget Amendment Description

100 Personal Services

FY A
Position Location
Auditor HI Fairbanks
Auditor 1] Anchorage
Tax Examiner Il Juneau
dmrnrstratrve Assistant | Juneau
Document Processor Il Jun

Convert Director's Position (currently Program Manager 22F)

200 Travel
Increase in travel for audits, investigations, and training
300 Contractual Services
Revenue Hearing Officers
400 Supplies
Increase in supplies due to additional staff
500 Euuipment (I time cost only)

6 each comPuters at $3200 19.2
1|atser rin ekr é.g
software packa rogrammi .
workstations ar?r? Wes orgrve posnrgons 21.0

Total Equipment

ADDITIONAL Commerce & Economic Development
EXBLANATION )

COMPONENT . <Perallun3

Total Cost
$ 61

NS

@U‘I@I\ﬂ—‘

$2684

70

500

20

502
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DEPARTMENT OF COMMERCE AND

ECONOMIC DEVELOPMENT PO BOX UZ806
JUNEAU. ALASKA sssrisacs
DIVISION OF OCCUPA TIONAL LICENSING - PHONE. 'so"; 455-25.34
February 25, 1993
Lhe HonfoFEable Bri?nt.Porter Recelved
ouse of Representatives
State Capitol FEB _25 1%
Juneau, AK 99801-1182. he.i” drtiANFur.:.d

Dear Representative Porter:

Re: Budget Increase Revenue Projection
Per your request of February 23, 1993, | have computed what | believe to be a
conservative increase in net$proceeds to permittees as well as increase in revenues
to the state based upon the $381.0 budget increase we proposed.

Net proceeds to permittees should increase by $1.6-1 million.. State revenues will
increase by approximately $274.02

Revenue & Expenditures

FY 94  Revenue Estimate $1.974.03
Budget Expenditures $1.042.0

Balance to General Fund § 932.0
As reflected above the Gaming Program will generate more revenue and provide the

general fund with approximately one million dollars in excess. Enclosed is the
schedule used to arrive at these estimates.

93¢
closures

JH/%OOOIjh

022

En
'Refer to revenue project - enclosed
Refer to revenue project - enclosed
Refer to revenue project - enclosed
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Division of Gaming p
Revenue Projection IV

FY 9" Revenue Estimate based on current budget.
mAS 05.15. (Gaming)

License Fees * 114.0
1% 219.0
3% Pull-tab Tax .1258.0
Gaming Total $1,591.0
AS.43.35 (coin-operated device)
Machine Tax * $100.0*
Estimate Total Combined Revenue $1.700.0

FY94 Revenue Estimate based on Amended Budget
AS.05.15. (Gaming)

License Fees 114.0
1% Tax [ 300.0 . . .
3% Pull-Tab Tax 1260.0
Gaming Total $1,674.0
AS 43.35 (coin operated device)
Machiue Tax . $300.0
*Estimate Total Combined Revenue . $1,974.03
As Amended . Increase . $274.02

NET PROCEEDS
FY 94 Net Proceeds to Permittees (amendedbudget) $17,500.0

FY 94 Net Proceeds to Permittee!/ (current budget)
(per 91 Annual Actuals) $15,'900.0

Increase $1,600.0"
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Alas’' a State Legisifture
HOUSE OF REPRESENTATIVES

Ol'lkial Business /i State Capitol
SECTIONAL ANALYSIS UPDATE Juneau’ AK 99801*1182

/
May 11, 1993

The following changes were made to CSHB 168 (FIN) on the floor of
the house:

1), Amendment 3 deletes all references to charitable gaming by
noncommercial broadcasting stations or networks.

2) Amendment 7 was passed to clarn‘)é that a community willhave
the option to vote to prohibit pull-tabs in their commanity.
Previously the vote had covered the broader category of "Charitable
gaming" in general.

3) Amendment 8 changed the calculation of net proceeds to charities
from a quarterly to an“annual basis.

4) Amendment 9 requires persons in charge of operating a permit to
pass a test on the contents of this Act.

5) Amendment 12 allows one distributor to distribute pull-tabs to
another distributor. e

6) Finally, amendment 19 deleted the short title of the Act.



Alaska State Legislature
HOUSE OF REPRESENTATIVES

fficial Busi i
Pl Bunes MEMORANDUM e &K cBBOL-118
12 Representative Ramona L. Barnes
Speaker of the House
FROM: Douglas A. Wooliver . '
Staff Attorney
SUBJECT:  « Sectional Analysis of CSHB 168 (FIN)
DATE: May 8, 1993

The following is a sectional analysis of CSHB 168 (FIN) which is the
charitable gaming bill. This sectional closely follows and is adapted
from a secfional ‘done by Jerry Luckhaupt in’legal services.

Section 1 provides a short ftitle.

Sections.2. 4. 11, 23. 27. 28 and 30 of the hill deal with allowing,
permittees (charitable organizations) to contract with vendors,
defined in section 3L of the bill, to self pull-tabs for the permittee
through an endorsement of the charitable organization's permit.
Section 28 is the "meat" of this area of the Dill.

Sections 2. 5. 7. 8. 9. ..1A, 18.19. 20. and 25 deal with multiple-
permittee charitable %ammg. Sections 5 ar.J 14 are the substantive
portion of these sections.

Section 3 requires that the Department of Commerce and Economic
Development's regulations meet the standards set by the North
American Gaming” Regulators Association.

Sections 6. 13, 29 and 30 relate to what criminal convictions
disable someone from working in charitable gaming. These’sections
also provide an exemption for people with certain™ convictions when
those convictions are ten years old.



Section 10 requires the Department of Commerce and Economic
Eeervne]lict)&rggnt's approval of ‘contracts between operators and

Sections 12 and 16 deal with increasing the percentage that

operators must pay to permittees for a pull-tab activity from 15

percent to 30 percent of adjusted gross income and requiring 10

Phercent Icl)ft th adjusted gross income from gaming activities other
an pull-tabs.

Section 15 states that no net proceeds from bingo and pull-tabs may
be used to pay a lobbyist.

Sections 17 and 29 deal with procedures for the revocation and
requlation of licenses, permits, and regulations.

Seﬁtitonb 21 requires the licensing of out-of-state manufactures of
pull-tabs.

SACH.QEL-22 allows the department to issue a $pu||-tab manufacturer's
license to a person who pays an annual fee of $2,500.

Section .24 prohibits anyone under the ag,e_of 21 from playinq of
buying pull-tabs.  This “section also prohibits the sale of pull-tabs to
anyone under the age of 21.

Section 26 provides that anr pull-tab game that allows some
persons to participate in.a lottery for additional prizes, may not be
conducted unless a surety bond is posted and approved bg e
attorney general. Under this section no prize can exceed $250,000.

This section also allows. public radio stations to sell pull-tabs under
certain specified conditions.

Section 27 limits permittees, licensees, and vendors from
gurchasmg their own pull-tabs and requires receipts for prizes of
50 or more in pull-tab games.

Section 28 provides that if a permittee contracts with a vendor, the
contract must provide that the permittee shall receive no less than
70 percent of the ideal net.



POSITION PAPER

DEPARTMENT OF COMMERCE AND ECONOMIC DEVBjOPMBWJT

House Finance Committee CS for HB168

The department supports the provisions of this CS Including the
amendments made during the 5/7/93 House Finance Committee
meeting with the exception of the APRN amendment

Concerning the APRN amendment: the department did attempt to
implement the provisions adopted by the legislature in the existing
statute allowing for an on the air game by APRN. We have been
unable to Implement these provisions without violating other
provisions of the statute and our regulations.

In general, Governor Hickel opposes expanding gaming activity in
Alaska and would oppose the creation of a statewide lottery in

Alaska.



Alaska State Legislature

HOUSE OF REPRESENTATIVES
iU Bares Representative Brian Porter Heopn
Juneau, AK 1-118.

March 4 1993

Honorable Ron Larson

Honorable Eileen Maclean _
Co-Chair, House Finance Committee
State Capitol

Juneau, AK 99Q01-1182

Dear Representative Larson,

Attached s a letter from John Hansen, Gaming Program Managier. This
Program IS moving (and appropriately so% to the Départment or Revenue
rom the Department of Commerce and Economic Development.

The program receipts generated by this division are approximately $1.6
million, while their budget is. $681.4 thousand. All our governments'

efforts should be so productive.

I'm writing, though, to ask your consideration of the program's request
Fattach_ed) for a budget incréase. Obwouslﬂ, this is a request not made
ightly in"view of our need to reduce overall spending. *| urge your
consideration for two primary reasons:

1. Historically, as states and cities have passed gaming laws, they
have used too much of the resulting revenue for general fund needs
and too little to adequately manage, supervise and control the
gaming. We read almost weekly of the negative_ results of this
practice. "Skimming" and other” forms of corruption seem to
automatically follow a lack of commitment to control gaming
operations. " Alaska needs to make this commitment.

2. Our staters gaming regulations were, from m?]/ recollection, not
instituted to provide state revenue. —Rather, they were ‘designed to
develop revenue for qualif |n? charities. As canbe seen in Mr.
Hansen's analysis, the intent of their increase request is to provide
a more adequate level 'of review and audit of the reports and tax’
forms completed by gaming operators. These submissions provide



Rapresentative Ron Larson
Representative Eileen Maclean
March 4,' 1993

Page 2

revenue, but more importantly, the appropriate level of return to the
(permittee) charity.

Mr. Hansen's attached second submission dated February 25, 1993,
indicates that the increased audits and reviesvs generated by this budget
increase would provide an additional $1.6 million” to charity ‘and $274.
thousand to the State. I'm sure some of the $1.6 million would offset
current HESS funding for these kinds of activities.

| respectfully ask your consideration of this request for what arguably is

a minimal increase that will Prowde substantive benefit to state

ﬁ]overnment, the gaming industry and to necessary charity programs
roughout our entire State.

Sincerely,

Brian Porter

BP:elm

Attachments

cc. House Finance Committee Members



WALTER J. HICKEL, GOVERNOR

DEPARTMENT OF COMMERCE AND
ECONOMIC DEVELOPMENT PO **

DIVISION OF OCCURA TIONAL UCENSING ?HONE I507 jBbssh
February 17, 1993

The Hon rorable 8rian Porter Recelved
?{’UFG 8 e resentatives FEB 2 2 1993
uneau, & 801-1182 »,? h'fisAHPONICR

Dear Representative Porter:
RE. Gaming Program Support

xecu ve Ordler #82 t nsfers th dmmlstrat n o th %)ereg
om t VI lon of Occupatign | ensin ear H1e
conomlc ve opmaq q mmg IVISI ate epartment of
Bvenue ertective July

urrent| ram 1s Iocated in the DIVI 10 ccupational
|cen3|n§ %C%Egaﬂle divIsion IS _res on5|b r}or agmanSterlng 3
various egulatory and licensing programs
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(sl S o A
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VIEWS 0
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and fina CI sta] ements are a. crltlc 8 It o compllance ?ﬁlsregl:cg%rsam
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The Honorable Brian Porter -2- February 17, 1993

Permrttee Sand gerators that conguctagamrniﬂ 18 re%urre(ﬁ H)n afrl]lceI N

financia nts on uar er mn
tanemens anf remit a LF %e Yrer tate. Puﬁ 5rs rrbHogrs also
collec a? ax. On rhe I net from permittees and remit thos-e taxes
on a monthly excise tax re urn
1ne revrew and audr of th\eﬁe financial satements ar crrtrc ] ng
0SS un ers a hav one_auditor assr[ﬂjce] to con ucE t e
s of ra 0rs Ca 5 a as SIX nm Sk
com ete ItS,. 1 ha e co indicate %peenera ack of
com ance oncmlrance re n s}s] mone avaéla §8
r fees an eramen o a es £ s F Ince 1990, our
or emen e or rrmarr e rnga ga gnoperatrons In
om anﬁe wrth our rc rem 08 ﬁtr ﬁwere not
vraﬁ acco Irshe fougn Investigators
ave ree 0 ces uneau, Anc %e and
m lance_and three "investigators.

raﬂk ‘tahle ligf
Evhev jhere 1SS sup]s a{rnanmappl{ance wr?h our Irr%nsrng require-

mens vvever ments need auditing

As you requested, | have rovide Pr Rosed bud ndmentf r flve
i dfo s e au se frna Iatemenf

0
W\gvf%alofngremslgliqor gsgu srtrons 1S $8abT %O i efp r\ﬁ/etthrs

area vvouId result in an incre se in accountability of rs activity

A? | brreoy described to you, af. this Rornt the administration, s not
a \}ve | CrOIgEgst any posrtrons OWeVer, any support In thrs area

rf | can grovrge any further information, please let me know. Thank you
0r your assistance.
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BUDGET AMENDMENT DESCRIPTION:
Executive Order #82 (Canrung Division, Department of Revenue)

ACENCY CONTACT/PHONE NUMBER: John Hansen, Program Manager, 465-2581 _ CODE EXPEND BY OBJECT COV ORIG AMEND GOV AMEND
(S R T08 arnan e shances Lon the geveino soriginal bosetssom s Wi KU S a0 persona Sences

L , - 200  Travel 70
EOtt 82 Transfers the administration of the Gaming program from the Division of -
Occupational Licensing, Department of Commerce and Economic Development 300 Contractual Service 500

S%S%ED), to the Gaming division located in Department of Revenue, effective July 1 w00 Supplies 20
' 500  Equipment 520

Currently the program is locate*.” in the Division of Occupational Licensing in DCED. a0 Lands, Buildings, Etc .

The division is responsible for administering 36 various re?ulatory and licensing R

programs The Covemor helievis these activities require close supervision, including 700 Grants, Claims, Etc.

auditing of financial records wb.ch will be more effective in the Department ol so0  Miscellaneous

Revenue The current program staff consists of 11 PFT positions and contractual

funding for a seasonal (6-mjnth) position. TOTAL 000 3310 000

Under Department of Revenue, ihe Gaming division would be responsible for IA Transfer (NON-ADD)

adgﬂnistration of the(G aming ;)rog> im (AS 05.15) |ai dhthle Coin&Operated Amlljsekment 1002 Federal Receipts

and Gaming Device (AS 43.35) program. Currently the licensed gaming in Alaska is a

5205 million industry conducted by approximately 1,000 permittees and 40 licensed 1003 General Fund Match

operalt.ors. ReNV|ews of the tax _rﬁturns andh financial s(jtatementlsl are a critical part of 1004 General Fund

compliance. New positions with an emphasis on auditing will increase revenues to .

permittees and to the stale. This program Lifunded thru program receiFts. FY 94 1005 CF/Program Receipts

Income is estimated to be at $1.6 million for the Gaming ﬁrogram. Total expenditures 1007 |-A Receipts

will be approximately $L million, leaving the balance to the general fund. Additional
revenues from the coin-operated device tax currently at $1000 would also increase

substantially. Currently enforcement efforts are nominal in this area. Approximately
500 licenses are issued annually. We believe there exists many more of these devices
in Alaska. Gaming investigators are experienced in this area. Many of these devices

are located iri premises where gaming activity is being conducted. Collection of this  POSITION PFT
tax would be more efficient and better compliance is anticipated. This amendment
provides the funding of 5 positions and the necessary resources to accomplish the INFORMATION ITT

transfer to revenue and increase compliance and revenues in both programs.
COLHAN

Nonpcnruncnt



0OLHAN

Position

Gainindg Division
Budget Amendment Description

100 Personal Services

FY A4
Location
Auditor [l Fairbanks
Auditor 1] Anchorage
Tax Examiner Il Juneau
Administrative Assistant | Juneau
Document Processor I Junea

u
Convert Director's Position (currently Program Manager, 22F)

200 Travel
Increase in travel for audits, investigations, and training
300 Contractual Services

Revenue Hearing Officers '
400 Supplies
Increase in supplies due to additional staff

500 Equipment (L time cost only)

6 each comPuters at $3200 19.2
1laser printer , 40
software package and Pro?,rammm,? 6.0
workstations and files for five positions 210

Total Equipment

AGENCY Commerce & Economic Development

COMPONFWT  °P<TitlOnJ

Total Cost

$ 64.1

500

20

50.2

| FY 94 |
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WALTER J. HICXEL, GOVERNOR

DEPARTMENT OF COMMERCE AND
ECONOMIC DEVELOPMENT 50 BOX [1C6C8

.DIVISION OF 0CCUPA TIONAL LICENSING B [T:\IAEL.J'(&%Y%%%J%%LOSOG

February 25, 1993

The Honorable Brian Porter Rece|Ved
House of Representatives

State Capitol FEB 25 198
Juneau, AK 99801-1182 h:' OrtiANhjnU!t

Dear Representative Porter:

Re: Budget Increase Revenue Projection
Per your request of February 23, 1993, I have computed what 1 believe to be a
conservative increase in net proceeds to permittees as well as increase in revenues
to the state based upon the $381.0 budget increase we proposed.

Net proceeds to permittees should increase by $1.6" million. State revenues will
increase by approximately $274.02. «

Revenue & Expenditures

FY 94 Revenue Estimate $1.974.03
Budget Expenditures $1,042.0

Balance to General Fund $ 932.0
As reflected above the Gaming Program will generate more revenue and provide the
general fund with approximately one million dollars in excess. Enclosed is the
schedule used to arrive at these estimates.

Since

Hansen
ng Program Manager

JH/go001 . jh
022593c
Enclosures

mhiRefer to revenue project - enclosed
Refer to revenue project -enclosed

Refer to revenue project -enclosed



Division of Gaming
Revenue Projection

FY 94 Revenue Estimate based on current budget.
AS 06.15. (Gaming)

License Fees 114.0
1% 219.0
. 3% Pull-tab Tax 1258.0
Gaming Total $1,591.0

AS.43.35 (coin-operated device)
Machine Tax ' $100.0
Estimate Total Combined Revenue

FY94 Revenue Estimate based on Amended Budget
AS.05.15. (Gaming)

License Fees 114.0
1% Tax ) 300.0
3% Pull-Tah Tax 1260.0
Gaming Total $1,674.0f

AS 43.36 (coin operated device)
Machiue Tax $300.0

Estimate Total Combined Revenue
. As Amended Increase

NET PROCEEDS
FY 94 Net Proceeds to Permittees (amended budget)

FY 94 Net Proceeds to Permittees (current budget)
(per 91 Annual Actuals)

Increase

$1,700.0

$1,974.03
$274.0*

$17,500.0

$15.900.0

$11600.01






Provision

Campaign contributions

Felony exclusions

Lobbyist fees

Third party vendors

Percentage return to
charities

Comparison

Senate Bill 76

Prohibits the use of net proceeds for direct campaign
contributions. Parties could still retain their permits and
use the proceeds to pay for uses other than political
contributions, such as office expenses .,

Prohibits from participating for life those individuals
acting a supervisory or managerial capacny who have
been convicted of a felony, unclassified felony or a
crime involving theft, dishonesty or a violation of
gamblmg laws. It provides for some departmental

iscretion for some lessor felonies and misdemeanors
after 10 years have passed.

Prohibits the use of net proceeds from any type of
gaming for any reason to registered lobbyists.

Allows permittees to contract directly with third party
vendors to sell pull-tabs for them. The permittee
receives a 50% return immediately upon giving the
vendor the pull-tabs. Operators currently can give the
permittee a return as low as 15%. Permittees are
defined to be only those facilities that are licensed by
the ABC'board with a beverage dispensary license or a
packa%e store license. These are establishments that
can sell hard liguor. Restaurants that have a beverage
dispensary license would be restricted to selling pull-tabs
in only those areas that exclude minors.

Increases the return to charities to 30% for pull-tabs and
10% from all other operations. This return is calculated

quarterly. Tho return allowed under current law is 15%

from total operations for two consecutive quartets.

House Bill 168

Allows net proceeds to he used for direct campaign
contributions.

The same as in SB-76

Prohibits the use of net proceeds from bingo and
puil-tabs for any reason to registered lobbyists.

Vendors are the s'.me as in SB-76 except that they
must return at least 70% of the ideal net'to the
permittee.

The same as iri SB-76, except that operators must
pay an annual average of 30% for pull-tabs and
10% for all other activities.



Multiple beneficiary permits

Departmental approval of
contracts

Prohibit insider information

Licensing out of state pull-
tab manufacturers

Local option

Testing

Sale of pull-tabs from
distributor to distributor

Age limit

Allows permittees to operate their permits without having  The same as in SB-76.

to use the services of an operator. 2 to 6 permittees can
band together to operate their permits jointly, using a

managiement team that is answerable solely to the

permittees. This allows economies of scale to benefit

the permittees. "

Requires the Department lo approve contracts between

operators and permittees..

Allows the Department to revoke, for a period of one
year, the permit of an operator, vendor, or permittee

upon proof that inside information about the game yvas

given oracted upon.

Mandates that pull-tab manufacturers must be licensed
by the Department before they can sell puil-tabs within

the state.

Not addressed in hill.

Not addressed in hill.

Not addressed in bill.

Not addressed in bill.

The same as in SB-76..

The same as in SB-76.

the same as in SB-76 except the licensing fee was
increased from $500 to $2500.

Current regulations allow local option action against
operators. Bill gives local option to ban pull-tabs.

The individuals in charge of operatin%.the_f)ermit
must pass a test on the contents of this bill,

Allows a distributor to distribute puil-tabs to another
distributor.

Prohibits people under the age of 21 from playing
pull-tabs.



MAY-11-93 TUE 3:57 TabTrak Voles 3T3 1500 19073731500 P01

KmBHIBmMm& tT
W 9Sllla,Ak 99687

May 30, 1993

Senator Drue Pearce
Alaska State Senate
State Capdol

Juneau™ Ak 99811-1182

Dear Senator Pearce Via Fax to 465-3872 Hard Copy By Mail
I was very pleased to learn that SB-76 passed out ofthe House this evening.

There is one aspect of the House Version thatis ABSOLUTELY UNACCEPTABLE to both
Non-profit/Charitable groups and potential vendors,...the **70/30 split.”

I was informed tonight that Marie Higgins appeared before a House Committee Meeting today and
endorsed this house-passed amendment. Mr. Higgins is paid by the industry faction that has
vehemently opposed nearly every provision of the Pearce ML Why does he now appear in
support?

I this unfair percentage arrangementis left stand, there may as well be nc *"Vendor Provision'lin
the bill. That's exactly whatthe "BIGBINGO™ and Commercial Rippie Store owners want.

In years past, | have presented testimony which illustrates whiit this percentage means to both the
non-profit/charity AND the vendor. Before presenting a number of popular Alaska games to
illustrate this point, please consider the following facts;

1, Not all potential vendors well sell pull-tabs *‘out of the goodness of their heart.”
Many rely on the added profit from pull-tab sales to pay a portion of overhead.

2. Many potential vendors will reason that 30% of Ideal Net is not sufficient for tlio time
and trouble of selling pull-tabs for the following reasons;

A. The "up-front" payment to the cooperating charity/non-profit.

B. The realization that substantial pilferage is commonplace.

C. The realization that fire percentages allowed to commercial operator's selling
pull-tabs in a *'rippie store” or commercial Bingo Hall, are essentially the reverse,
with the operator receiving 70% for expenses and profit and the perimtee settling
for 30%.
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Senator Pearce, Page 2

UNDER THE FREE ENTERPRISE SYSTEM, please understand that when a merchant
buys and later sells any other product, he aff she keeps 100% of the profit...less
expenses. For the legislature to require a merchant to give up 70% of the profit after
having done all the work is simply UNREALISTIC1

HOW DOES THIS AFFECT THE NON-PROFIT/CHART! AbLS PERMIT HOLDER?

Most potential vendor locations Kill opt NOT to sell pull-tabs. Pexmitees who's main
mission precludes a suitable location to self-direct a pull-tab operation loose this valuable
and viable fundraising vehicle. BIG BINGO and the COMMERCIAL RIPHE STORES
will flourish with the decreased competition tor vendors.

The result... anet loss in fundraising opportunities at the hands of the Alaska Legislature.

Duri 2the bsMsession, | presented testimony about compensation allowed vendors by
state-operated lotteries. There is a parallel to be drawnJrom this information but the
following fiwffififcretitifitM putt-tabs firom lottery ticket)?:

1. Lottery ticket vendors do not vend from open containers of tickets. They vend
tickets from an on-line computer terminal which prints the ticket at the time of
purchase. This essentially provides the vendor with a solid accounting system and
virtually dominates pilferage. =~ Moneys generated from lottery ticket sales are
funds-transfcrred into the state lottery account

2. The MINIMUM paid vendors is 50.05 (5cents) per ticket, with the base rate
going to a high of 11 cents. In the case of *'Scratch-ofU or "'Instant Win™" tickets,

the normis 10 cents because ofextra risk and handling.-12

3. State Lottery Boards often allow advertising and promotion allowances which
raise the amount paid vendors substantially. **Promotion™ includes a prize for the
vendor's sales person who sold the wimricg ticket...,as much as $30,000 on a

MilHfm-DoUir Sweepstakes.N*"

Because pull-tabs are sold from open containers, the element of loss remains present.
Rather than a funds-transfer mechanism, pull-tab vendors pay for the product *‘up-front™.
There is no electronic terminal provided by the lottery board, the merchant is left to his
own devices for accounting, security and internal control. Further, Alaska does not permit
an ""advertising and promotion'* allowance as state lotteries employ to boost sales.

Because of these Substantial differences in the pronosed Alaska Vendor provisions and
state lotteries, it seems entirely appropriate that the orkanal 50/50 soHt in SB-76 become.
law. This b not meant to enhance the vendor's profit so much as to induce him to
cooperate with a permitee In a viable fundraising method.

P

.02
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Senator Pearce, Page 3

In the following brief analysis, (next page), | have compared several different pull-tab
games commonly sold in Alaska. The figures are taken from my database of mom than
10,000 games sold to Alaska non-profits and charities (permit holders).

There remains for more permitces seekingviable locations to conduct fundraising than
operators or vendor locations at which to utilize a permit. Unless and until the balance is
equalized, permitees will remain at the mercy o fthe commercial interests in this business.
Your bill, as originally proposed, solved this problem equitably. Please.... do everythingin
your power to reinstate the original biH

Asfills much-needed legislation sees its final hearing before the legislature, please dial my
phone ifyou need any additional input

I applaud your work on behalf o f Alaska's non-profit/charitable organizations who, after
ah, arcthe intended beneficiaries o f our **charitable gaming'* statutes.

(907) 373-1500
Fax 376-0253

dt\ ~o\<u
UfQaJ)
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Senator Pearce, Page 4

1 22 states pay a base rate of $.0.05 per $1.00 ticket (5cento per ticket), 2 states pay $0,055, and
four states pay a base of $0,06 per ticket SOURCE: Gaming and Wagering Business, February,
1991.

2CaKfornia Lottery pays an additional incentive for display of promotional material and offera the
vendor a co-op advertising allowance

% ew Hampshire State Lottery pays the VENDOR for having sdd a winning ticket Prizes range
trem $15 to $500 for instant games and $30,0 X ifthe vendor sold the winning ticket in the
Mfflion-Dollar Sweepstakes.

Aln Maryland and D.C., vendors are paid a bonus of 4% for paying off smaller winning tickets,
therby reducing the work load on. the state lottery board.

MWestern Canada Lotteries pay vendors 5% for "on-line” tickets and 10% for "instant tickets"
thereby recognizing the additional risk and paper work of instants which are similar in nature to
pull-tabs.





