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Committee

BY THE LABOR AND

IN  THE HOUSE COMMERCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 299 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to the conduct of games of chance

and contests of skill by municipalities and nonprofit
organizations; and regulation of operators and pull-
tabs."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 05.15.020 is repealed and reenacted to read:

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

(1) $20 foranapplicant that did not hold a permit during
the preceding year;

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

(3) $50 foranapplicant that had gross receipts of $20,000
or more but not exceeding $100,000 from activities conducted under
this chapter during the preceding year; or

(4) $100 for an applicant that had gross receipts exceeding
$100,000 from activities conducted wunder this chapter during the
preceding year.

(b) An additional fee of one percent of the net proceeds re-
ceived during the preceding year from the activities authorized under

HB0299%e -1- SCS CSHB 299(L&C)
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the permit shall be paid to the department annually by the municipal-
ity or qualified organization authorized to conduct activities under
this chapter, if the gross receipts for the activities were $20,000 or
more.

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

Sec. 05.15.025. MONEY DEPOSITED IN GENERAL FUND. Money received
by the department under this chapter shall be deposited in the general
fund. The commissioner of administration shall separately account: for
the money deposited in the general fund wunder this section. The
annual estimated balance in the account may be used by the legislature
to make appropriations to the department to carry out enforcement of
this chapter.

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

(a) At the time of filing an application for a permit or license
under this chapter the applicant shall notify the city or borough
nearest to the location of the proposed activity of the application.
A local government unit may protest the conduct of the activity in its
jurisdiction by resolution stating the reasons for the protest filed
with the department; protests are limited to the lack of qualifica-
tions prescribed by this chapter. This resolution is only a recommen-
dation by the city which may be considered by the commissioner in
determining whether to issue or refuse to issue a permit or license.
*Sec. 4. AS 05.15.030 is amended by adding a new subsection to read:

(c) If a permittee or licensee changes the location of an activ-
ity in the jurisdiction for which a permit has been issued, the per-
mittee shall notify the department and the local government within 10
days after moving to the new location.

*Sec. 5. AS 05.1j.060 is repealed and reenacted to read:
Sec. 05.15.060. REGULATIONS. The department shall  adopt

SCS CSHB 299(L&C) -2- HBO299e
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regulations under the Administrative Procedure Act (AS 44.62) neces-
sary to carry out this chapter covering, but not limited to

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

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

(3) the immediate revocation of permits and licenses au-
thorized under this chapter if this chapter or vregulations 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, and their
employees, including the fingerprinting of those permittees, licens-
ees, and employees whom the commissioner considers it advisable to
fingerprint;

(6) exclusion from participation as a permittee, licensee,
or employee of a permittee or licensee 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 viola-
tion of a municipal, state, or federal gambling law;

(7) the method and manner of conducting authorized activi-
ties and awarding of prizes or awards, and the equipment that may bhe
used;

(8) the number of activities that may be held, operated, or

HB0299e -3- SCS CSHB 299(L&C)



conducted under 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
or a person, municipality, or qualified organization that possesses an
operator's license at the time a permit or a license is surrendered,
revoked, or invalidated;

(11) restrictions on the participation by employees of the
Department of Fish and Game in salmon classics;

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

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

Sec. 05.15.070. COMMISSIONER [OF REVENUE] MAY EXAMINE PERMIT-
TEES. The commissioner may examine or have examined the books and
records of a permittee, an operator, or a person licensed to manufac-
ture or to distribute pull-tab games in the state [THE COMMISSIONER
MAY REQUIRE THE PERMITTEE TO PAY THE REASONABLE COST OF THE EXAMINA-
TION] . The commissioner may issue subpoenas for the attendance of
witnesses and the production of hooks, records, and other documents.

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

Sec. 05.15.080. REPORTS AND FEES REQUIRED OF MUNICIPALITIES AND
QUALIFIED ORGANIZATIONS. (a) A municipality or a qualified organiza-
tion issued a permit under this chapter shall file a report with the
department by the 45th day following each calendar quarter in which
the permittee had grooo receipts of $50,000 or more from activities

authorized under this chapter. The report must include the type of
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activity conducted, the date and location of the activity, the amount
of gross receipts, the amount of authorized expenses, the value of
prizes awarded, the amount of net proceeds, and other information the
department may require. However, if the only activity conducted by a
municipality or qualified organization during a calendar quarter is a
raffle or lottery, then the municipality or qualified organization is
not required to file a report under this subsection until the raffle
or lottery is completed.

(b) A municipality or a qualified organization issued a permit
under this chapter shall file an annual report with the department by
March 15 of the year following the year in which activities were con-
ducted, accompanied by the payment of the additional fee, as may be
required under AS 05.15.020(b). The report must |list the types of
activities conducted, and, for each activity, the total amount of
gross receipts, the total amount of authorized -expenses, the total
value of prizes awarded, and the total amount of net proceeds.

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

Sec. 05.15.083. REPORTS TO DEPARTMENT BY OPERATORS. (a) An
operator shall file a report with the department by the last business
day of the month following each calendar quarter in which an activity
was conducted. The report must include, for each authorizing permit-
tee on whose behalf an activity was conducted during the quarter, the
date and location of each activity, the type of activity conducted,
the amount of gross receipts, the amount of authorized expenses, the
value of prizes awarded, the amount of net proceeds paid, and other
information the department may require; a completed Internal Revenue
Service Form 941; and a copy of the operator's employer contributions
and wage reports submitted to the Department nf Lahor for the quarter.
However, if the only activity conducted by an operator during the

HB0299e -5- SCS CSHB 299(L&C)



calendar quarter is araffle or lottery, then the operator is not
requiredto file a report under this subsection until the vraffle or
lottery is completed.

(b) An operator shall file an annual report with the department
no later than Febiuary 28 of the year following the year in which
activities were conducted. The report must include, for each autho-
rizing permittee on whose behalf an activity was conducted, the types
of activities conducted, the total amount of gross receipts, the total
amount of authorized expenses, the total value of prizes awarded, the
total amount of net proceeds paid to each authorizing permittee.  The
annual report shall also include a completed Internal Revenue Service
Form W-2 for each person employed by the operator during the preceding
year.

Sec. 05.15.087. REPORTS TO PERMITTEE AND PAYMENT OF NET PRO-
CEEDS. (a) An operator shall file a monthly report with each author-
izing permittee for which the operator has conducted an activity
during the preceding month. The report must include a daily summary
of activity conducted under the permit issued to the authorizing
permittee and an accounting of gross receipts, expenses, and net
proceeds for the month. A check in the amount of the net proceeds due
to the authorizing permittee for the month must accompany the report.
The operator shall file the report by the 15th day after the end of
the month covered by the report.

(b) An operatorshall file a quarterly report with each autho-
rising permittee for which the operator has conducted an activity
during the preceding calendar quarter. The report must contain quar-
terly summaries and year-to-date totals of the information provided
under (a) of this section. The operator shall file the report by the
last day of the mon:h following the end of the calendar quarter.

SCS CSHB 299(L&C) -6- HB0299%e



© © N4 o O A W N -

N DD N DD N NN NN DN - =

read:

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

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

Sec. 9. AS 05.15.090 is amended to read:

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

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

Sec. 05.15.095. GENERAL PROVISIONS RELATING TO THE FILING OF
APPLICATIONS AND REPORTS AND PAYMENT OF FEES. (a) The applications
and reports to the department required by this chapter shall be signed
under penalty of perjury by the following person, as applicable:

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

(2) a person authorized to sign on behalf of the municipal-
ity;

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

HB0299%e -7- SCS CSHB 299(L&C)
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(4) the licensed pull-tab distributor or the distributor’s
agent; or

(5) the licensed pull-tab manufacturer or the manufactur-
er's agent.

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

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

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

unpaid fee.
Sec. 11. AS 05.15.100(a) is amended to read:
(a) The commissioner [OF REVENUE] may issue a permit to a munic-

ipality or qualified organization. The permit gives the municipality
or qualified organization the privilege of conducting bingo, raffles
and lotteries, pull-tab games, ice classics, rain classics, goose
classics, mercury classics, salmon classics, dog mushers’ contests,
fish derbies™ and contests of skill.
Sec. 12, AS 05.15.100 is amended by adding a new subsection to read:
(¢) The commissioner may issue an operator's license to a natu-
ral person to conduct an activity permitted wunder this chapter on
behalf of a municipality or a qualified organization. The commis-
sioner may also issue an operator's license to a municipality or a

qualified organization to conduct an activity on behalf of another

SCS CSHB 299(L&C) -8- HB0299e
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municipality or qualified organization.
Sec. 13. AS 05.15 is amended by adding new sections to read:

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

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

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

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

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

(b) The contract between an authorizing permittee and an opera-
tor must include the amount and form of compensation to be paid to the
operator, the term of the contract, the activities to be conducted by
the operator on behalf of the permittee, the location where the activ-
ities are to be conducted, the name and address of the member in
charge, and other provisions the department may require.

(c) A permittee may not contract with more than one operator at

HB0299%e -9- SCS CSHB 299(L&C)



a time to conduct the same type of activity. For the purposes of this
subsection, bingo games, raffles, lotteries, pull-tab games, ice
classics, rain classics, goose classics, mercury classics, salmon
classics, dog mushers' contests, fish derbies, contests of skill, and
all activities permitted under AS 05.15.100(b) are each a different
type of activity.

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

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

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

(b) The department may issue an operator's license tc a natural
person, municipality, or qualified organization that

(1) applies on the form provided by the department;

(2) pays the annual fee of $500;

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

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

(5) posts a bond or security satisfactory to the department
in theamount of $25,000 for each permitunder which the operator
operatesup to a maximum of $100,000.

SCS CSHB 299(L&C) -10- HB0299e
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(c) The department may not issue an operator's license to an
applicant if the applicant or a person employed by the applicant in a
managerial or supervisory capacity, has been 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.

(d) A licensee may not employ a person in a managerial or super-
visory capacity if the person has been 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 munici-
pal, state, or federal gambling law.

Sec. 05.15.124. MUNICIPAL REGULATION OF OPERATORS. A munic-
ipality may by ordinance prohibit an operator from conducting activ-
ities under this chapter within the municipality.

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

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

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

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

* Sec. 15, AS 05.15.140(h) is amended to read:

HB0299%e -11- SCS CSHB 299(L&C)



(b) In an application for a permit, a municipality or qualified
organization shall disclose the name and address of each person re-
sponsible for the operation of the activity and whether any person
named

(1) has [EVER] been convicted of, 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 [MISDEMEANOR]; or

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

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

(c) The commissioner [OF REVENUE] may not issue a permit for an
activity operated by a person who has been 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 [MISDEMEANOR].

* Sec. 17. AS 05.15.160 is amended to read:

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

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

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

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

SCS CSHB 299(L&C) -12- HB0299e
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(A) an employee of the permittee; [MUNICIPALITY, QUAL-
IFIED ORGANIZATION,] or

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

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

(b) Municipalities, qualified organizations, and operators may
pay their employees a reasonable amount in wages or other compensation
for personal services rendered by their employees while the employees
are engaged in activities subject to this chapter. A reasonable
amount of co. ,insation is an amount approximating the amount ordinari-
ly paid by similar businesses for similar work performed under similar
circumstances.

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

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

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

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

(d) An operator shall obtain liability insurance covering each

HB0299e -13- SCS CSHB 299(L&C)
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location where the licensee conducts an activity subject to this cnap-
ter. The operator shall provide upon request proof of insurance for
each location to the department. The operator and the insurer shall
inform the department of changes in the coverage of the insurance or
of cancellation of the insurance. Cancellation of the insurance
immediately suspends the rights of the operator to conduct activities
under this chapter at the location ~covered by the insurance until
subsequent insurance is obtained.

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

(f)  An operator may not

(1) charge losses resulting frombad checks oruncollect-
able debts against the net proceeds due to the authorizing permittee;

(2) extend credit to players;

(3) employ house players;

(4)allow the operator's employeesto play a game conducted
by the operator at the location where the -employee works for the
operator.

Sec. 05.15.167. OPERATOR'S BOND. (a) The bond orsecurity
filed under AS 05.15.122(b) must be made payable to the department and
must be conditioned upon payment of the amounts due to the department
and payment of net proceeds due to the authorizing permittee. If the
operator fails to make the required payments, the operator forfeits
the bond or security to the department.

(b) The amount forfeited under (a) of this section shall be
first used to satisfy delinquent fees, interest, and penalties due the
department under this chapter. If the bond or security is not

SCS CSHB 299(L&C) -14- HB0299¢e
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exhausted by payment of delinquent fees, interest, and penalties, the
department may use the remaining amount to pay net proceeds due an
authorizing permittee. The total amount available for payment of net
proceeds shall be prorated among the permittees to whom proceeds are
due from that operator.

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

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

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

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

(d) The total value of door prizes offered or awarded under
authority of a permit issued to a municipality or qualified orga-
nization under this chapter may not exceed $20,000 a month or $240,000
a year.

(e) The total value, of all door prizes offered or awarded at a
single facility or bingo hall or parlor by an operator on behalf of
authorizing permittees or by a permittee in conjunction with other
permittees may not exceed $20,000 a month or $240,000 a year.

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

(3) A municipality or a qualified organizationmay award a
maximum of $1,000,000 in prizeseach year in activities authorized
under this chapter; however, if a municipality or a qualified orga-
nization contracts with an operator to conduct on its behalf

HB0299%e -15- SCS CSHB 299(L&C)
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activities authorized under this chapter, the municipality or qual-
ified organization may award a maximum of $500,000 in oprizes each
year. In this subsection "activities authorized under this chapter”
means all activities subject to this chapter other than bingo.
Sec. 22. AS 05.15 is amended by adding new sections to read:

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

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

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

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

(e) Each pull-tab manufacturer shall report to the department by
the last business day of the month on each series of pull-tabs dis-
tributed during the preceding month, including the serial number of
each series distributed and the name of the distributor to whom the
series was distributed.

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

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

(¢) Pull-tabs may be distributed only from a location in the
state. A person may not distribute pull-tabs directly to another

SCS CS"IB 299(L&C) -16- HB0299e



person in the state from a location outside of this state.

(d) A pull-tab distributor shall report to the department by the
last business day of each month on each pull-tab series distributed in
the preceding month. The report must include the name of the permit-
tee to whom each series of pull-tabs is distributed and the serial
number of each series.

(e) A pull-tab distributor shall collect a tax of three percent
of an amount equal to the gross receipts less prizes awarded on each
series of pull-tabs distributed. The pull-tab distributor shall pay
to the department the tax collected in the preceding month at the time
that the report under (d) of this section is filed with the depart-
ment .

Sec. 05.15.185. DISTRIBUTION OF PULL-TAB GAMES. Each series of
pull-tabs distributed in the state shall be sealed and have a serial
number label issued by the National Association of Fund Ticket Manu-
facturers or other serial number label approved by the department and
may be distributed only to a municipality or a qualified organization
that has obtained a permit issued under this chapter or to an operator
on behalf of an authorizing permittee.

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

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

(¢) Pull-tabs from different series may not be mixed or com-
bined, unless 10 percent or less of a series remains unsold, in which
case, the remaining pull-tabs may be combined with a different series
having an identical price and prize structure.

(d) A pull-tab series may not be withdrawn from sale until all

HB0299¢e -17- SCS CSHB 299(L&C)
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pull-tabs in the series are sold, except that a pull-tab series may be
withdrawn from sale if a manufacturing defect exists in the series and
the department is notified of the defect and of the withdrawal from
sale within a period established by regulation by the department.

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

(f) Each municipality or qualified organization that had gross
receipts exceeding $100,000during the preceding year from activities
conducted under this chapter or that is required to report under
AS 05.15.080(a). that conducts a pull-tab game shall maintain records
for two years of each prize of $50 or more, the first day and last day
that each series was distributed, theserial number of each series,
and the distributor from whom each series was purchased.

(g)Notwithstanding other provisions of this chapter, a pull-tab
game that confers an additional right wupon all or some of the purchas-
ers of a pull-tab series to participate in a lottery for additional
prizes may not be conducted in the state unless a surety bond in the
amount of $250,000 conditioned upon payment of all prizes and awards
when due is submitted to the department by the operator or authorizing
permittee and approved by the attorney general.

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

(2) "charitable organization™ means an organization, not
for pecuniary profit, that is operated for the relief of poverty,
distress, or other condition of public concern in the state[, AND THAT
HAS BEEN SO ENGAGED FOR FIVE YEARS BEFORE APPLYING FOR A PERMIT UNDER
THIS CHAPTER];

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

(3) ™"civic or service organization™ means any branch or

SCS CSHB 299(L&C) -18- HB0299%e
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lodge or chapter c¢f a national or state organization that is a civic
or service organization, not for pecuniary profit, and authorized by
its written constitution, charter, or articles of incorporation, or
bylaws to engage in a fraternal, civicA or service purpose in the
state [AND THAT HAS BEEN SO ENGAGED FOR FIVE YEARS BEFORE APPLYING FOR
A LICENSE UNDER THIS CHAPTER];

*Sec. 25. AS05.15.210(5) is amended to read:

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

* Sec. 26. AS05.15.210(7) s amended to read:

(7) "educational organization" means a civic, service or
charitable organization in the state, not for pecuniary profit, whose
primary purpose is educational in nature and designed to develop the
capabilities of individuals by instruction [AND WHICH HAS BEEN IN
EXISTENCE FOR FIVE YEARS BEFORE APPLYING FOR A LICENSE UNDER THIS
CHAPTER];

*Sec. 27. AS05.15.210(8) is amended to read:

(8) "fishing-derby association™ means a civic, Servicei or
charitable organization in the state, not for pecuniary profit, whose
primary purpose is to promote interest in fishing for recreational
purposes [AND WHICH HAS BEEN IN EXISTENCE FOR FIVE YEARS BEFORE APPLY-
ING FOR A PERMIT UNDER THIS CHAPTER], but does not include an orga-
nization formed or operated for gaming or gambling purposes;

*Sec. 28, AS05.15.210(10) is amended to read:

HB0299¢e -19- SCS CSHB 299(L&C)
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(10) “fraternal organization" means a civic, service® or
charitable organization in the state, except a college and high school
fraternity, not for pecuniary profit, that is a branch or Jlodge or
chapter, of a national or state organization and exists for the common
business, brotherhood, or other interest of its members [AND THAT HAS
SO EXISTED FOR FIVE YEARS BEFORE APPLYING FOR A LICENSE];

*Sec. 29, AS 05.15.210(15)is repealed and reenacted to read:

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

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

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

(21) "qualified organization™ means a bona fide civic or
service organization or a bona fide religious, charitable, fraternal,
labor, political, or educational organization, police or fire depart-
ment and company, dog mushers' association, outhoard motor associa-
tion, or fishing derby [FISHING-DERBY] or nonprofit trade association
in the state, that operates without profits to its members and that
has been in existence continually for a period of three [FIVE] years
immediately before applying for a license; the organization may be a
firm, corporation, company, association™ or partnership;

*Sec. 32. AS 05.15.210(22)is repealed and reenacted to read:
(22) "raffle and lottery" means the selling of rights to

SCS CSHB 299(L&C) -20- HB0299e
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participate and the awarding of prizes in a game of chance conducted
by the drawing for prizes by lot;
*Sec. 33, AS05.15.210(24) is amended to read:

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

* Sec. 34, AS05.15.210(26) is amended to read:

(26) "veterans organization" means a civic, service® or
charitable organization in the state, or C branch or lodge or chapter
of a rational or sta».e organization in the state, not for pecuniary
profit, the membership of which consists of individuals who were
members of the armed services or forces of the United States, [AND
WHICH HAS BEEN IN EXISTENCE FOR FIVE YEARS BEFORE APPLYING FOR A
LICENSE UNDER . 'IS CHAPTER].
moj. 35 al'C>i).210 is . adod by Jdding new paragraphs to read:

t"7) adjusted giosr income' means Qross income less prizes
awarded and state, federal, and municipal taxes paid or owed on the
income;

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

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

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

(31) “distribute” means sell, distribute, furnish, or

HB0299e -21- SCS CSHB 299(L&C)
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supply;

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

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

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

* Sec. 36. AS 05.15 is amended by adding a new section to read:

Sec. 05.15.995. SHORT TITLE. This chapter may be cited as the
Alaska Gaming Reform Act.

* Sec. 37. Notwithstanding the provisions of AS 05.15.187(b), enacted
in sec. 22 of this Act, a pull-tab series may be sold at more than one
location during the same day if the pull-tab series also confers an addi-
tional right upon all or some of the purchasers of the series to partici-
pate in a lottery for additional prizes and the pull-tab series is sold
before July 1, 1989.

SCS CSHB 299(L&C) -22- HB0299%e
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CSHB 299 Analysis Prepared By: Steven E. Kettel
Income and Excise Audit

May 4, 1988
Personal Services
Position Location Annual Salary/Benefits
Investigator 11-K" Juneau $50.7
Clerk Typist IH” Juneau $26.4
Investigator 11*" Anchorage $50.7
Revenue Auditor TIT™" Anchorage $50.7
Clerk Typist 11 Anchorage $24.9
TOTAL $203.4
Travel
Supervisory Travel $4.1
Investigative Travel $30.7
Regulation Travel $5.0
Training Travel $5.0
Public Education Travel $8.5
TOTAL $57.3
Contractual
Four Wang PC Terminals ($3.5/ea) $14n0
New Forms, printing and typesetting $10.0
Regulations, printing and advertising $7.5
Communications $2.0
TOTAL $33, 5 -0
Supplies
Office Supplies $1.4
Equipment
Five Chairs $2.5
Five File Cabinets $3.5
Modular Offices for Five Staff $4.5

TOTAL Wr5- § &



Prepared by: Steven E. Kettel
Income and Excise Audit Division

Department of Revenue
May 4, 1988

SCSCSHB 299 (L & ©)
ESTIMATED RECEIPTS
Based on 1986 Figures:
$20 License fee at 415 permits $8300

$50 License fee at 362 permits 18100
$100 License fee at 150 permits 15000

$41,400
1% net proceed fee 22708

$22,708
3% Pull-Tab netproceeds fee $261,069

Pull-Tab Distributors License fee/
6/$1000 $6,000
OperatorsLicensefee/25/$500 $12.500
GRAND TOTAL $343.677

The expenditures incurred to administer the bill will be funded through
program receipts.
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SACSHB 299 (LS;C)

Prepared by: Steven E. Kettel
Income and Excise Audit Division
Department of Revenue

Ap™*11 12, 1988

CSHB 299 (Fin)
ESTIMATED REVENUES
Based on 1986 Figures:
$20 License fee @415 permits 8300

$50 License fee @ 362 permits 18100
$100 License fee @ 150 permits 15000

$41,400
IX net proceeds fee 22,708
$22,708
$222,046 GRAND TOTAL

Pull TabDistributors License fee @ 6 @ 1000 = $6,000
Pull TabDistributors License fee @ 25 @ 500 = $12,500
Pull TabNet Proceeds Fee $261,069
$343.677

GRAND TOTAL

The expenditures Incurred to administer the bill will
program receipts. N

be funded through

Page 2 of 2
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", STATE OF ALASKA BILL VERSION:
n 1988 LEGISLATIVE SESSION PUBLISH DATE: 3"
FISCAL NOTE
REQUEST
Revision Date: 3/18/88 Agency Affected: Public Safety
Title: "An ActTelating to games of" BRU: Alaska State Troopers
chance/..*1 ~
Sponsor: Labor & Commerce Committee- Components: Detachments & CIB

Requestor: House Judiciary ~

EXPENDITURES/REVENUES:  (Thousands of Dollars)
OPERATING Fy 88 Fy 89 FY 90 Fry a1 Fy 92 Fy 93

PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SUPPLIES i

Equipment

LAND & STRUCTURES

GRANTS, CLAIMS -

MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -0- -0-
CAPITAL -0- -0 —0- -0 -0-
REVENUE 0- 1" -0- —on —0-

FUNDING: (Thousands of Dollars)
OENERAL FUNDS
FEDERAL FUNDS

OTHER

TOTAL -0- -0- —0- —0- 0-
POSITIONS:

FULL-TIME 0 0 0 1 0 0

PART-TIME : 0 0 0 0 0

TEMPORARY 0 ) > 0 0 0

ANALYSIS: (Attach a separate page if necessary)
According to Mr. John Hansen, Office Audit Supervisor, Department of
Revenue, that department will be responsible for,conducting the background
checks of permittees and licensees referred to in paragraph 5 of the bill,
with only occasional assistance from the Department of Public Safety.

Prepared by: Gayle A. Horetski, Deputy Commissioner Phone: 465-4322
Division: Commissioner®s OfFice Date: 3/18/88

Approved by Commissioner:
Agency: Public Safety

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page 1 of _1

Sawe. fa/ g/ersion



SENATE COMMITTEE REPORT

FURTHER FINANCE

DATE TURNED INTO OFFICE
4/21/88

Mr. President

Labor & Commerce Committee considered CSHB 299 (FIN)
conduct of games of chance and contests of skill by municipalities and
nonprofit organizations; and regulation of operators and pull tabs

and recommended

pC] replace with CCS$' |ASJJ_6 S\m ) [K] same title

] or adopt J[] new title

[ ] attached amendment(s) and
[ ] do pass
[ ] do not pass
[ ] no recommendation
pO individual recommendations
[ ] further referral to
[ ] letter of intent adopted
Committee DC] attached or [ ] adopted fiscal note(s)
[ ] new [ ] updated or” [ ] previous

p<] zero fiscal impact

MEMBERS SIGNING DO PASS



POUCH Y AISTATE CAPIFOI
1 JUNEAU AIASKA ‘1511
ITEN ItEMLOT® i 415 200
LEA9 AINE AP ARS AAEN\CY

MEMORANDB)M April 18, 1988
SUBJECT: Section-by-section summary of CSHB
299 (Finance) revising the state gaming laws
TO: Representative Mark Boyer
FROM: George Utermohlen~C

Legislative Counsel

The following is the section-by-section summary of CSHB 299
(Finance) dated April 8, 1988, an Act revising the state
gaming laws, requested by Ed Flanagan of your staff.

A section-by-section summary of a bill should not be con-
sidered an authoritative interpretation of a bill. The bill
itself is the best statement of its contents.

Section 1 of the bill repeals and reenacts AS 05.15.020.

The annual permit fee for a municipality or qualified orga-
nization is set at $20 if the municipality or qualified or-
ganization did not hold a permit during the preceding year
or had gross receipts of less than $20,000 from games of
chance and contests of skill during the prior year. The
permit fee is $50 for a municipality or qualified orga-
nization that grossed between $20,000 and $100,000 during
the prior year. The permit fee is $100 for a municipality
or qualified organization that grossed more than $100,000
during the prior year.

In addition to the permit fee a municipality or qualified
organization that has gross receipts of $20,000 or more
shall pay a fee of one percent of its net proceeds to the
department.

Section 2 of the bill amends AS 05.15 bv adding a new sec-
tion AS 05.15.025.

Money received by the Department of Revenue under AS 05.15
shall be deposited in the general fund. The commissioner of
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administration shall separately account for the money. The
annual estimated balance iIn the account may be appropriated
by the legislature to the Department of Revenue to fund en-
forcement of AS 05.15.

Section 3 of the bill amends AS 05.15.030(a) by requiring
that applicants for permits and licenses under AS 05.15
notify the city or borough nearest the proposed activity
that they have applied for a permit or license.

Section 4 of the bill amends AS 05.15.030 by adding a new
subsection AS 05.15.030(c).

If a permittee changes the location of an activity the
permittee shall notify the department and the localgovern-
ment within 10 days after the change.

Section 5 of the bill repeals and reenacts AS 05.15.060.
The Department of Revenue shall adopt regulations necessary

to carry out AS 05.15. Among the regulations that the de-
partment shall adopt are regulations concerning

1. issuance of permits and licenses;

2. procedures for determing net proceeds;

3. immediate revocation of permits and licenses;

4. financial statements;

5. 1nvestigation of permittees, licensees, and their employ-
ees;

6. exclusion of a person convicted of, in prison for, or on
parole for a felony within the preceding five years or con-
victed of a crime involving theft or dishonesty or of a vio-
lation of a gambling law from participation as a permittee,
licensee, or an employee of a licensee or permittee;

7. method and manner of conducting permitted activities and
of awarding prizes;

8. limits on the number of activities that can be conducted
under a permit; not more than 35 bingo games per session or
more than 14 bingo sessions per month may be conducted under
a permit;

9. methods of accounting for receipts, keeping records, and
banking receipts;

10. disposition of funds held by a permittee or licensee
when a permit or license is surrendered, revoked, or inval-
idated;

11. restrictions on participation by employees of the De-
partment of Fish and Game in salmon classics; and

12. other matters necessary to implement AS 05.15.
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Section 6 of the bill amends AS 05.15.070 in order to allow
the commissioner of revenue to examine the books and records
of operators, manufacturers of pull-tabs, anddistributors

of pull-tabs.

Section 7 of the bill repeals and reenacts AS 05.15.080.

A municipality or qualified organization that has gross re-
ceipts of $50,000 or more during a calendar quarter shall
file a report with the department. However, a municipality
or qualified organization that conducts only a raffle or
lottery during the quarter is not required to report until
the raffle or lottery is completed.

A municipality or qualified organization shall file an annu-
al report with the department as well as any additional fee
due to the department under AS05.15.020(b).

Section 8 of the bill adds new sections to AS05.15.

Sec. 05.15.083 establishes the duty of operators to
report to the department.

An operator shall file a quarterly report with the depart-
ment. The quarterly report shall contain information iIn-
cluded in the employer®s quarterly federal tax return (IRS
Form 941) and in the employer contribution and wage reports
to the Department of Labor that are prepared by the opera-
tor. However, an operator that conducts only a raffle or
lottery during the quarter does not have to file a report
until the raffle or lottery is completed.

An operator shall file an annual report with the department.
The annual report shall contain information included in the
employer®s wage and tax statements (IRS Form W-2) for each
employee.

Sec. 05.15.087 establishes the duty of an operator to
report to an authorizing permittee.

An operator shall report monthly to each authorizing permit-
tee for whom the operator conducts a game of chance or con-

test of skill. The operator shall pay each authorizing
permittee the net proceeds for the month at the same time as

the operator makes the monthly report.
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An operator shall provide a quarterly report to each au-
thorizing permittee summarizing the activities conducted by
the operator on behalf of the authorizing permittee during
the prior calendar quarter.

An operator shall provide an annual report to each authoriz-
ing permittee summarizing the activities conducted by the
operator on behalf of the authorizing permittee during the
prior calendar year.

An operator shall provide certain original documents for
inspection by the permittee if the permittee requests the
documents.

Section 9 of the bill amends AS 05.15.090 to deiay the date
on which the department®s report to the legislature is due
from March 2 to April 15. The contents of the report is
changed to require a summary of reports submitted by opera-
tors and to delete the requirement for a recommended fee
scale for permits.

Section 10 of the bill amends AS 05.15 by adding a new
section AS 05.15.095.

Applications and reports to the department shall be signed
under penalty of perjury by the representative of a permit-
tee or licensee.

A municipality, qualified organization, or operator may not
conduct an activity while a report or fee is delinquent.

A delinquent fee accrues interest at the rate of 12 percent
per year.

A municipality, qualified organization, or operator 1is sub-
ject to a penalty of 1 percent per month for each 30 days
that a fee is delinquent. The department may waive the pen-
alty if there is a reasonable excuse for the failure to pay
the fee. The amount of the penalty may not exceed 25% of
the unpaid fee.

Section 11 of the bill amends AS 05.15.100(a) to provide for
the operation of pull-tab games by municipalities and qual-
ified organizations.

Section 12 of the bill amends AS 05.15.100 by adding a new
subsection to provide for the issuance of operators licenses
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to natural persons (not corporations), municipalities, and
qualified organizations who conduct games of chance and con-
tests of skill on the behalf of municipalities and qualified
organizations.

Section 13 of the bill amends AS 05.15 by adding new
sections.

Sec. 05.15.112 requires each municipality and qualified
organization to designate d member in charge.

The member in charge is responsible for all records and re-
ports required of a municipality or qualified organization.
The member in charge shall be a bona fide member of the
qualified organization or a member of the board of directors
of the qualified organization or an employee of the munic-
ipality.

The member in charge shall monitor the performance of opera-
tors engaged by the member®s organization.

Alternate members in charge shall also be appointed.

Sec. 05.15.115 establishes requirements for contracts
between municipalities and qualified organizations and oper-
ators .

The contract between a municipality or a qualified organiza-
tion and an operator shall include the amount and form of
compensation paid to the operator, the term of the contract,
the activities to be conducted on the behalf of the
permittee, the location where activities are to be conduct-
ed, the name and address of the member in charge and other
information the department may require.

The permittee may not contract with more than one operator
to conduct the same activity. The different kinds of activ-
ities are listed.

A permittee shall submit copies of contracts and amendments
to contracts to the department 15 days before activities are
conducted under the contract or amendment.

Section 14 amends AS 05.15 by adding new sections.

Sec. 05.15.122 establishes requirements for an opera-
tor"s license.
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A person, municipality, or qualified organization may not
conduct an activity under AS 05.15 on behalf of a municipal-
ity or qualified organization unless the person, municipal-
ity, or qualified organization has received an operator®s
license from the department.

The department may issue an operator®s license to a person
who applies for a license, pays an annual fee of $500, dis-
closes the identity of persons employed by the applicant 1in
a managerial or supervisory capacity, submits proof of
liability insurance, and posts a bond of $25,000 for each
permit under which the applicant will operate up to a maxi-
mum of $100,000.

The department may not issue an operator"s license to an
applicant, if the applicant or a managerial or supervisory
employee of the applicant has been convicted of, in prison
for, or on parole for a felony within the preceding Ffive
years or convicted of a crime involving theft or dishonesty
or of a municipal, state, or federal gambling law.

An operator may not employ a person in a managerial or su-
pervisory capacity if the person has been convicted of, in
prison for, or on parole for a felony within the preceding
five years or convicted of a crime involving theft or dis-
honesty or of a violation of a municipal, state, or federal
gambling law.

Sec. 05.15.124 allows a municipality to adopt an ordi-
nance prohibiting operators from conducting activities with-
in the municipality.

Sec. 05.15.128 requires the department to revoke an
operator®s permit if the operator does not report an adjust-
ed gross income of 15 percent or more of gross income during
two consecutive quarters based on the total operation of the
operator or if the operator does not pay 15 percent of the
adjusted gross income to the authorizing permittee on whose
behalf the activity 1is conducted. The operator may appeal
the revocation but an audit by the department is conclusive.

Section 15 of the bill amends AS 05.15.140(b) to require a
municipality or qualified organization to disclose whether
the person who operates an activity for the municipality or
qualified organization has been convicted of, in prison for,
or on parole for a felony within the preceding five years or
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convicted of a crime involving theft or dishonesty or of a
violation of a municipal, state, or federal gambling law.

Section 16 of the bill amends AS 05.15.140(c) to prohibit
the department from issuing a permit to a person who has
been convicted of, in prison for, or on parole for a felony
within the preceding five years or convicted of a crime in-
volving theft or dishonesty or of a violation of a munici-
pal, state, or Tfederal gambling law.

Section 17 of the bill amends AS 05.15.160 relating to ex-
penses that may be deducted from gross receipts.

Section 18 of the bill amends AS 05.15.160 by adding a new
subsection.

Municipalities, qualified organizations, and operators may
pay their employees reasonable wages and other compensation.
Reasonable compensation is the amount of compensation
ordinarily paid by similar businesses for similar work.

Section 19 of the bill amends AS 05.15 by adding new
sections.

Sec. 05.15.165 establishes the duties of an operator.
An operator shall pay net proceeds to the authorizing
permittee by check.

The operator may not incur unauthorized expenses. The de-
partment may order the operator to refund to the authorizing
permittee, any amount withheld as an unauthorized expense
plus interest at 1.5% per month.

The operator shall post a copy of the operator"s license and
the permit of each authorizing permittee with whom the oper-
ator has a contract to conduct activities at the location
where the activities are conducted.

The operator shall obtain liability insurance for each loca-
tion where the operator conducts games of chance and con-
tests of skill. The operator shall provide proof of insur-
ance to the department upon request. The operator and the
insurer shall inform the department of changes in or cancel-
lation of insurance. IT the operator®s liability insurance
is cancelled, the operator may not conduct games of chance
or contests of skill until subsequent insurance is obtained.
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The operator shall have its financial records reviewed by a
certified public accountant each year. The operator shall
submit the results of the review to the department by Febru-
ary 28.

The operator may not charge losses due to bad checks or
uncollectable debts against the net proceeds due to the au-
thorizing permittee, extend credit to players, employ house
players, ur allow employees to play a game conducted by the
operator at the location where the employee works Tfor the
operator.

Sec. 05.15.167 establishes the requirement that an
operator post a bond or security payable to the department
and that the bond is first applied against fees, interest,
and penalties due to the department. The operator shall
inform the department if the bond is cancelled or the
security 1is impaired.

Section 20 of the bill amends AS 05.15.180(b) to include
bingo games and pull-tab games within the list of activities
that may be conducted in a form and manner different from
the way the activities were conducted before January 1,

1959.

Section 21 of the bill amends AS 05.15.180 by adding new
subsections.

The value of door prizes offered or awarded by a permittee
or on behalf of a permittee may not exceed $5,000 per month
or $60,000 per year.

The value of all door prizes offered at a single facility,
bingo hall, or bingo parlor may not exceed $5,000 per month
or $60,000 per year.

A person under the age of 19 years may not play bingo.

A municipality or qualified organization may award a maximum
of $1,000,000 in prizes in activities authorized under

AS 05.15; however a municipality or qualified organization
may award only a maximum of $500,000 in prizes if they use
the services of an operator. The prize limits do not
include prizes awarded in bingo games.

Section 22 of the bill amends AS 05.15 by adding new
sections.
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Sec. 05.15.181 establishes the requirements for a
pull-tab manufacturer®s license.

A person may not manufacture pull-tabs without a license
issued by the department.

The department may issue a pull-tab manufacturer®s license
to a person who pays an annual fee of $500.

Each series of pull-tabs manufactured in the state shall
bear a serial number.

A pull-tab manufacturer may distribute pull-tabs to only
licensed pull-tab distributors.

A pull-tab manufacturer shall report monthly to the depart-
ment on each series of pull-tabs sold during the month.

Sec. 05.15.183 establishes the requirements for a
pull-tab distributor®s license.

A person may not distribute pull-tabs without a license is-
sued by the department.

The department may issue a pull-tab distributor®s license to
a person who pays an annual fee of $1,000.

Pull-tabs may be distributed only from a location in the
state.

A pull-tab distributor shall report each month on the
pull-tab games distributed.

A pull-tab distributor shall collect a tax of three percent
of the retail value less prizes awarded for each pull-tab
series sold during the month. The tax shall be paid each
month the monthly report is submitted.

Sec. 05.15.185 establishes requirements for the
distribution of pull-tab games.

Sec. 05.15.187 establishes requirements for the
operation of pull-tab games.

A municipality or qualified organization may operate pull-
tab games. Pull-tabs may be obtained only from licensed
pull-tab distributors.
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A pull-tab series may not be sold at more than one location
on the same day, unless the pull-tabs also confer an addi-
tional. right to participate in a lottery for additional
prizes.

Pull-tabs from different series m?v not be mixed or
combined, unless 10 percent or less of a series remains un-
sold. The remaining pull-tabs must be mixed with a series
that has an identical price and prize structure.

A pull-tab series may not be withdrawn from sale until all
pull-tabs in the series are sold, unless the pull-tabs are
defective and the department is notified.

Pull-tabs may not be sold to a minor and a minor may not
purchase a pull-tab.

Each municipality or qualified organization that had gross
receipts exceeding $100,000 during the preceding year from
activities conducted under AS 05.15 or that is required to
report under AS 05.15.080(a) shall maintain for two years a
record of each prize of $50 or more from a pull-tab game and
of the pull-tabs sold.

A pull-tab game that confers an additional right to win ad-
ditional prizes m a lottery may nor be conducted unless a
surety bond in the amount of $250,000 is submitted to the
department.

Sections 23-28 of the bill amend the definitions of
“"charitable organization', '"civic or service organization",
""dog musher®s association”™, "educational organizations',
"fishing derby associations™”™, and "fraternal organization”
by deleting redundant language.

Section 29 of the bill repeals and reenacts the definition
of "net proceeds".

Section 30 of the bill amends the definition of "police or
fire department and company"™ by deleting redundant language
and adding clarifying language.

Section 31 of the bill amends the definition of "qualified
organization” to require that the organization be in exis-
tence Tfor only three years rather than five years before
qualifying for a permit to conduct games of chance or con-
tests of skill.
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Section 32 of the bill repeals and reenacts the definition
of "raffle and lottery".

Sections 33 and 34 of the bill amend the definition of
"religious organization™ and '"veterans organization'" by
deleting redundant language.

Section 35 of the bill defines "adjusted gross income'™, "au
thorizing permittee', '"commissioner', 'department"”, '"dis-
tribute', "operator™, "pull-tab game'™, and 'series™.

Section 36 of the bill amends AS 05.15 by adding a new sec-
tion-AS D3.15.995. AS 05.15 may be cited as the Alaska Gam
ing Reform Act.

GU :gc
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IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 299 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act: entitled: "An Act relating to the conduct of games of chance
and contests of skill by municipalities and nonprofit
organizations; and regulation of operators and pull-
tabs ."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 05.15.020 is repealed and reenacted to read:

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

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

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

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

(A) $100 for an ap. licant that had gross receipts exceeding
$100,0¢0 from activities conducted under this chapter during the
preceding year

(b) An additional fee of one percent of the net proceeds
ceived uuring the preceding year from the activities authorized wunder

HB0299D -1- CSHB 299(Fin)
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the permit shall be paid to the department annually by the municipal-
ity or qualified organization authorized to conduct activities under
this chapter, if the gross receipts for the activities were $20,000 or
more.

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

Sec. 05.15.025. MONEY DEPOSITED IN GENERAL FUND. Money received
by the department under this chapter shall be deposited in the general
fund. The commissioner of administration shall separately account for
the money deposited in the general fund wunder this section. The
annual estimated balance in the account may be used by the legislature
to make appropriations to the department to carry out enforcement of
this chapter.

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

(a) At the time of filing an application for a permit or license
under this chapter the applicant shall notify the city or borough
nearest to the location of the proposed activity of the application.
A local government unit may protest the conduct of the activity in its
jurisdiction by resolution stating the reasons for the protest filed
with the department; protests are limited to the lack of qualifica-
tions prescribed by this chapter. This resolution is only a recommen-
dation by the city which may be considered by the commissioner in
determining whether to issue or refuse to issue a permit or license.

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

(¢) If a permittee or licensee changes the location of an activ-
ity in the jurisdiction for which a permit has been issued, the per-
mittee shall notify the department and the local government within 10
days after moving to the new location.

* Sec. 5. AS 05.15.060 is repealed and reenacted to read:
Sec. 05.15.060. REGULATIONS. The department shall  adopt

CSHB 299(Fin) —2- HB0299D
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regulations under the Administrative Procedure Act (AS 44.62) neces-
sary to carry out this chapter covering, but not limited to

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

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

(3) the immediate revocation of permits and licenses au-
thorized under this chapter if this chapter or regulations 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, and their
employees, including the fingerprinting of those permittees, licens-
ees, and employees whom the commissioner considers it advisable to
fingerprint;

(6) exclusion from participation as a permittee, licensee,
or employee of a permittee or licensee 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 viola-
tion of a municipal, state, or federal gambling law;

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

(8) the number of activities that may be held, operated, or

HB0299D -3- CSHB 299(Fin)
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,ced under a permit during a specified period; however, the

uepartment may not allow more than 14 hingo sessions a
bingo games a session to be conducted under a permit;

month and 35

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

dishursements
requirements for

(10) the disposition of funds in possession of a permittee

or a person, municipality, or qualified organization that possesses an
operator's license at the time a permit or a license

is surrendered,
revoked, or invalidated;

(11) restrictions on the participation by employees of the
Department of Fish and Game in salmon classics;

(12) other matters the commissioner considers necessary to

carry out this chapter or protect the best interest of the public.
Sec. 6. AS 05.15.070 is amended to read:

Sec. 05.15.070. COMMISSIONER [OF REVENUE] MAY EXAMINE PERMIT-

TEES. The commissioner may examine or have examined the books and

records of a permittee, an operator, or a person licensed to manufac-

ture or to distribute pull-tab pames in the state [THE COMMISSIONER
MAY REQUIRE THE PERMITTEE TO PAY THE REASONABLE COST OF THE
TION] . The commissioner may issue subpoenas for the

EXAMINA-

attendance of
witnesses and the production of books, records, and other documents.

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

Sec. 05.15.080. REPORTS AND FEES REQUIRED OF MUNICIPALITIES AND
QUALIFIED ORGANIZATIONS. (a) A municipality or a qualified organisa-
tion issued a permit under this chapter shall file a report with the
department by the 45th day following each calendar quarter in which
the permittee had gross receipts of $50,000 or more from

authorized under this chapter. The report must include the

activities

type of
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conducted under 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
or a person, municipality, or qualified organization that possesses an
operator's license at the time a permit or a license is surrendered,
revoked, or invalidated;

(11) restrictions on the participation by employees of the
Department of Fish and Game in salmon classics;

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

Sec. 6. AS 05.15.070 is amended to read:

Sec. 05.15.070. COMMISSIONER [OF REVENUE] MAY EXAMINE PERMIT-
TEES. The commissioner may examine or have examined the books and
records of a permittee, an operator, or a person licensed to manufac-
ture or to distribute pull-tab games in the state [THE COMMISSIONER
MAY REQUIRE THE PERMITTEE TO PAY THE REASONABLE COST OF THE EXAMINA-
TION]. The commissioner may issue subpoenas for the attendance of
witnesses and the production of bocks, records, and other documents.
Sec. 7. AS 05.15.080 is repealed and reenacted to read:

Sec. 05.15.080. REPORTS AND FEES REQUIRED OF MUNICIPALITIES AND
QUALIFIED ORGANIZATIONS. (a) A municipality or a qualified organiza-
tion issued a permit under this chapter shall file a report with the
department by the 45th day following each calendar quarter in which
the permittee had gross receipts of $50,000 or more from activities

authorized under this chapter. The report must include the type of

CSHB 299(Fin) -4~ HB0299D
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regulations under the Administrative Procedure Act (AS 44.62) neces-
sary to carry out this chapter covering, but not limited to

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

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

(3) the immediate revocation of permits and licenses au-
thorized under this chapter if this chapter or regulations 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, and their
employees, including the fingerprinting of those permittees, licens-
ees, and employees whom the commissioner considers it advisable to
fingerprint;

(6) exclusion from participation as a permittee, licensee,
or employee of a permittee or licensee 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 viola-
tion of a municipal, state, or federal gambling law;

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

(8) the number of activities that may be held, operated, or

HB0299D -3- CSHB 299(Fin)
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activity conducted, the date and location of the activity, the amount
of gross receipts, the amount of authorized expenses, the value of
prizes awarded, the amount of net proceeds, and other information the
department may require. However, if the only activity conducted by a
municipality or qualified organization during a calendar quarter is a
raffle or lottery, then the municipality or qualified organization is
not required to file a report under this subsection until the raffle
or lottery is completed

(b) A municipality or a qualified organization issued a permit
under this chapter shall file an annual report with the department by
March 15 of the year following the year in which activities were con-
ducted, accompanied by the payment of the additional fee, as may bhe
required under AS 05.15.020(b). The report must list the types of
activities conducted, and, for each activity, the total amount of
gross receipts, the total amount of authorized -expenses, the total
value of prizes awarded, and the total amount of net proceeds
Sec. 8. AS 05.15 is amended by adding new sections to read:

Sec. 05.15.083. REPORTS TO DEPARTMENT BY OPERATORS. (a) An
operator shall file a report with the department by the last business
day of the month following each calendar quarter in which an activity
was conducted. The report must include, for each authorizing permit-
tee on whose behalf an activity was conducted during the quarter, the
date and location of each activity, the type of activity conducted,
the amount of gross receipts, the amount of authorized expenses, the
value of prizes awarded, the amount of net proceeds paid, and other
information the department may require; a completed Internal Revenue
Service Form 941; and a copy of the operator's employer contributions
and wage reports submitted to the Department of Labor for the quarter.

However, if the only activity conducted by an operator during the

HB0299D 5 CSHB 299 (Fin)
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calendar quarteris a raffle or lottery, then the operator is not
required to file a report underthis subsection until the raffle or
lottery is completed.

(b) An operator shall file an annual report with the department
no later than February 28 of the year following the year in which
activities were conducted. The report must include, for each autho-
rizing permittee on whose bhehalf an activity was conducted, the types
of activities conducted, the total amount of gross receipts, the total
amount of authorized expenses, the total value of prizes awarded, the
total amount of net proceeds paid to each authorizing permittee.  The
annual report shall also include a completed Internal Revenue Service
Form W-2 for each person employed by the operator during the preceding
Tear-

Sec. 05.15.087. REPORTS TO PERMITTEE AND PAYMENT OF NET PRO-
CEEDS. (a) An operator shall file a monthly report with each author-
izing permittee for which the operator has conducted an activity
during the preceding month. The report must include a daily summary
of activity conducted under the permit issued to the authorizing
permittee and an accounting of gross receipts, expenses, and net
proceeds for the month. A check in the amount of the net proceeds due
to the authorizing permittee for the month must accompany the report.
The operator shall file the report by the 15th day after the end of
the month covered by the report.

(b) An operator shall file a quarterly report with each autho-
rizing permittee for which the operator has conducted an activity
during the preceding calendar quarter. The report must contain quar-
terly summaries and year-to-date totals of the information provided
under (a) of this section. The operator shall file the report by the

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

CSHB 299(Fin) -6- HB0299D
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read:

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

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

Sec. 9. AS 05.15.090 is amended to read:

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

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

Sec. 05.15.095. GENERAL PROVISIONS RELATING TO THE FILING OF
APPLICATIONS AND REPORTS AND PAYMENT OF FEES. (a) The applications
and reports to the department required by this chapter shall be signed
under penalty of perjury by the following person, as applicable:

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

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

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

(5) the licensed pull-tab manufacturer or the manufactur-
er's agent.

(b) A permittee or operator may notconduct an activity under
this chapter during a period in which a report or fee is delinquent.

(c) A delinquent fee bears interestat the rate set by AS 43.-
05.225.

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

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

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

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

(c) The commissioner may issue an operator's license to a natu-
ral person to conduct an activity permitted wunder this chapter on
behalf of a municipality or a qualified organization. The commis-
sioner may also issue an operator's license to a municipality or a

qualified organization to conduct an activity on behalf of another
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municipality or qualified organization.
Sec. 13. AS 05.15 is amended by adding new sections to read:

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

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

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

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

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

(b) The contract between an authorizing permittee and an opera-
tor must include the amount and form of compensation to be paid to the
operator, the term of the contract, the activities to be conducted by
the operator on behalf of the permittee, the location where the activ-
ities are to be conducted, the name and address of the member in
charge, and other provisions the department may require.

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

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

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

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

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

(1) applies on the form provided by the department;

(2) pays the annual fee of $500;

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

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

(5) posts a bond or security satisfactoryto the department
in the amount of $25000 for each permit under which the operator

operates up to a maximum of $100,000.
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(c) The department may not issue an operator's license to an
applicant if the applicant or a person employed by the applicant in a
managerial or supervisory capacity, has been 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.

(d) A licensee may not employ a person in a managerial or super-
visory capacity if the person has been 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 munici-
pal, state, or federal gambling law.

Sec. 05.15.124. MUNICIPAL REGULATION OF OPERATORS. A munic-
ipality may by ordinance prohibit an operator from conducting activ-
ities under this chapter within the municipality.

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

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

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

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

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

HB0299D -11- CSHB 299(Fin)



(b) In an application for a permit, a municipality or qualified
organization shall disclose the name and address of each person re-
sponsible for the operation of the activity and whether any person
named

(1) has [EVER] been convicted of, 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 [MISDEMEANOR]; or

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

Sec. 16. AS 03.15.140(c) is amended to read:

(c) The commissioner [OF REVENUE] may not issue a permit for an
activity operated by a person who has heen 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 [MISDEMEANOR].

Sec. 17. AS 05.15.160 is amended to read:

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

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

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

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

CSHB 299(Fin) ~12- HB0299D
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(A) an employee of the permittee; [MUNICIPALITY, QUAL-
IFIED ORGANIZATION,] or

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

receipts from the activity.

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

(b) Municipalities, qualified organizations, and operators may
pay their employees a reasonable amount in wages or other compensation
for personal services rendered by their employees while the employees
are engaged in activities subject to this chapter. A reasonable
amount of compensation is an amount approximating the amount ordinari-
ly paid by similar businesses for similar work performed under similar
circumstances.

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

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

(b) If the department finds that an operator has incurred ex-
penses that are not authorized wunder AS 05.15.160, the department
shall order the operator to refund to the authorizing permittee the
amount of the unauthorized expenses. The operator shall pay the
authorizing permittee interest on the amount ordered to be paid at the
rate of 1.5 percent a month for each month or fraction of a month
between the date ofthe activity and the date the refund is made.

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

(d) An operator shall obtain liability insurance covering each

HB0299D -13- CSHB 299(Fin)



o o1 BB oW N e

10
11

13
14
15
16
17
18
19

21
22
23
24
25
26
27
28
29

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

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

(f) An operator may not

(1) chargelosses resulting from badchecks oruncollect-
able debts against the net proceeds due to the authorizing permittee;

(2) extendcredit to players;

(3) employhouse players;

(4) allow the operator's employeesto play a game conducted
by the operator at the location where the employee works for the
operator.

Sec. 05.15.167. OPERATOR'S BOND. (a) The bond or security
filed under AS 05.15.122(b) must be made payable to the department and
must be conditioned upon payment of the amounts due to the departm:ent
and payment of net proceeds due to the authorizing permittee. [If the
operator fails to make the required payments, the operator forfeits
the bond of security to the department.

(b) The amount forfeited under (a) of this section shall be
first used to satisfy delinquent fees, interest, and penalties due the

department under this chapter. If the bond or security is not

CSHB 299(Fin) -14- HB0299D



g B~ W N

©O© 00 N o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

exhausted by payment of delinquent fees, interest, and penalties,  the
department may use the remaining amount to pay net proceeds due an
authorizing permittee. The total amount available for payment of net
proceeds shall be prorated among the permittees to whom proceeds are
due from that operator.

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

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

(b) With the exception of raffles, lotteries, Dbingo games,
pull-tab games, rainclassics, goose classics, mercury classics,
salmon classics, and other activities authorized under AS 05.15.-
100(b), anactivity may not be licensed under this chapter wunless it
existed in the state in substantially the same form and was conducted
in substantially the same manner before January 1, 1959.

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

(d) The total value of door prizes offered or awarded under
authority of a permit issued to a municipality or qualified orga-
nization under this chapter may not exceed $20,000 a month or $240,000
a year.

(e) The total value of all door prizes offered or awarded at a
single facility or bingo hall or parlor by an operator on behalf of
authorizing permittees or by a permittee in conjunction with other
permitter.o may not exceed $20,000 a month or $240,000 a year.

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

(9) A municipality or a qualified organizationmay award a
maximum of $1,000,000 in prizes each year in activities authorized
under this chapter; however, if a municipalityor a qualified orga-
nization contracts with an operator to conduct on its behalf
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activities authorized under this chapter, the municipality or qulal—
ified organization may award a maximum of $500,000 in prizes each
year. In this subsection "activities authorized under this chapter"
means all activities subject to this chapter other than bingo.
Sec. 22. AS 05.15 is amended by adding new sections to read:

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

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

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

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

(e) Each pull-tab manufacturer shall report to the department by
the last business day of the month on each series of pull-tabs dis-
tributed during the preceding month, including the serial number of
each series distributed and the name of the distributor to whom the
series was distributed.

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

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

(¢) Pull-tabs may be distributed only from a location in the
state. A person may not distribute pull-tabs directly to another

CSHB 299(Fin) ~16- HB0299D
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person in the state from a location outside of this state.

(d) A pull-tab distributor shall report to the department by the
last business day of each month on each pull-tab series distributed in
the preceding month. The report must include the name of the permit-
tee to whom each series of pull-tabs is distributed and the serial
number of each series,

(e) A pull-tab distributor shall collect a tax of three percent
of an amount equal to the gross receipts less pi‘'izes awarded on each
series of pull-tabs distributed. The pull-tab distributor shall pay
to the department the tax collected in the preceding month at the time
that the report under (d) of this section is filed with the depart-
ment .

Sec. 05.15.185. DISTRIBUTION OF PULL-TAB GAMES. Each series of
pull-tabs distributed in the state shall be sealed and have a serial
number lahel issued by the National Association of Fund Ticket Manu-
facturers or other serial number label approved by the department and
may be distributed only to a municipality or a qualified organization
that has obtained a permit issued under this chapter or to an operator
on behalf of an authorizing permittee.

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

(b) Unless a pull-tab series also confers an additional right
upon all or some of the purchasers of the series to participate in a
lottery for additional prizes, a pull-tab series may not be sold at
more than one location during the same day.

(c) Pull-tabs from different series may not be mixed or com-
bined, unless 10 percent or less of a series remains unsold, in which
case, the remaining pull-tabs may be combined with a different series

HB0299D -17- CSHB 299(Fin)
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having an identical price and prize structure.

(d) A pull-tab series may not be withdrawn fromsale wuntil all
pull-tabs in the series are sold, except that a pull-tab series may he
withdrawn from sale if a manufacturing defect exists in the series and
the department is notified of the defect and of the withdrawal from
sale within a period established by regulation by the department.

(e) Pull-tabs may notbe sold to a person underthe age of 19
years. A person under the age of 19 year’s may not purchase a pull-
tab.

(f) Each municipality or qualified organization that had gross
receipts exceeding $100,000during the preceding year from activities
conducted under this chapter or that is vrequired to report wunder
AS 05.15.080(a), that conducts a pull-tab game shall maintain records
for two years of each prize of $50 or more, the first day andlast day
that each series was distributed, the serial number of each series,
and the distributor from whom each series was purchased.

(y) Notwithstanding other provisions of this chapter, a pull-tab
game that confers an additional right upon all or some of the purchas-
ers of a pull-tab series to participate in a lottery for additional
prizes may not be conducted in the state unless a surety bond in the
amount of $250,000 conditioned upon payment of all prizes and awards
when due is submitted to the department by the operator or authorizing
permittee and approved by the attorney general.

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

(2) "charitable organization™ means an organization, not
for pecuniary profit, that is operated for the relief of poverty,
distress, or other condition of public concern in the state[, AND THAT
HAS BEEN SO ENGAGED FOP. FIVE YEARS BEFORE APPLYING FOR A PERMIT UNDER
THIS CHAPTER];
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*Sec. 24. AS 05.15.210(3) is amended to read:

(3) "civic or service organization™ means any branch or
lodge or chapter of a national or state organization that is a civic
or service organization, not for pecuniary profit, and authorized by
its written constitution, charter, or articles of incorporation, or
bylaws to engage in a fraternal, civic® or service purpose in the
state [AND THAT HAS BEEN SO ENGAGED FOR FIVE YEARS BEFORE APPLYING FOR
A LICENSE UNDER THIS CHAPTER];

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

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

*Sec. 26. AS 05.15.210(7) is amended to read:

(7) "educational organization™ means a civic, service® or
charitable organization in the state, not for pecuniary profit, whose
primary purpose is educational in nature and designed to develop the
capabilities of individuals by instruction [AND WHICH HAS BEEN IN
EXISTENCE FOR FIVE YEARS BEFORE APPLYING FOR A LICENSE UNDER THIS
CHAPTER]:

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

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

(10) “fraternal organization™ means a civic, service® or
charitable organization in the state, except a college and high school
fraternity, not for pecuniary profit, that is a branch or Jlodge or
chapter, of a national orstate organization and exists for the common
business, brotherhood, orother interest of its members [AND THAT HAS
SO EXISTED FOR FIVE YEARS BEFORE APPLYING FOR A LICENSE];

Sec. 29. AS 05.15.210(15) is repealed and reenacted to read:

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

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

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

(21) "qualified organization™ means a bona fide civic or
service organization or a bona fide religious, charitable, fraternal,
labor, political, or educational organization, police or fire depart-
ment and company, dog mushers' association, outboard motor associa-
tion, or fishing derby [FISHING-DERBY] or nonprofit trade association
in the state, that operates without profits to its members and that
has been in existence continually for a period of three [FIVE] vyears
immediately before applying for a license; the organization may be a

firm, corporation, company, association® or partnership;

CSHB 299(Fin) -20- HB0299D
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*Sec. 32, AS05.15.210(22) is repealed and reenacted toread:

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

*Sec. 33, AS05.15.210(24) is amended to read:

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

*Sec. 34, AS05.15.210(26) is amended to read:

(26) "veterans organization"™ means a civic, service® or
charitable organization in the state, or a branch or lodge or chapter
of a national or state organization in the state, not for pecuniary
profit, the membership of which consists of individuals who were
members of the armed services or forces of the United States, [AND
WHICH HAS BEEN IN EXISTENCE FOR FIVE YEARS BEFORE APPLYING FOR A
LICENSE UNDER THIS CHAPTER].

*Sec. 35. AS05.15.210 is amended by adding newparagraphs to read:

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

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

(29) "commissioner” means the commissioner of revenue;
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(30) "department™ means the Department of Revenue;
(31) "distribute™ means sell, distribute, furnish, or sup-

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

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

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

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

CSHB 299(Fin) -22- HB0299D
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Analysis of the Bill

The objective of a minimum tax 1s to ensure that no taxpayer with
substantial economic Income can avlod significant tax liability by using
deductions, exclusions, andcredits. The Tax Reform Act of 1986 replacedthe
corporate minimum tax with a more stringent minimum tax.

Taxable income for purposes of the prior and current minimum tax 1s equal
to taxable Income Increased by certain tax preferences and adjusted 1n a
manner that negates the tax deferral available under the regular tax. The new
minimum tax, termed an alternative minimum tax, essentially expands the number
of tax preferences. It 1s not a new tax but rather a fine tuning of the old
tax.

The federal minimum tax is statutorily incorporated Into Alaska law and
the tax rate Is 18% of the federal rate. However, the Alaska statute makes
specific reference to the IRC provisions existing on the date of enactment.
The IRC section numbers have now changed and there could be a question whether
a basically procedural federal change results 1n a substantive change 1n
Alaska law. The amendment to AS 43.20.021(f) clarifies this question and
fixes the tax at 18% of the federal tax.

A review of ten of the largest companies filing corporate Income tax
returns in 1983 and 1984 revealed payment of five million dollars 1n minimum
taxes. This amendment will not only raise an undetermined amount of
additional revenue but will also protect the present minimum tax base.

No change 1n current Alaska law is envisioned by the technical amendment.
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Introduced:

Referred:

I'N THE HOUSE

For an Act entitled:

511187
Finance

HOUSE BILL NO.

300

5-

1138A

BY THE FINANCE COMMITTEE

I'N THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE -

A BILL

FIRST SESSION

BE IT ENACTED BYTHE LEGISLATURE OF THE STATE OF ALASKA:
1. AS 43.20.021(a) is amended to read:

* Section
(a)
nue Code)

as a part of this chapter [AS 43.20].
Revenue Code have full force and effect under

Sections 26 U.S.C.

"An Act relating to the corporate income tax."

1 - 1399 and 6001 - 7872 (Internal Reve-

[SUBTITLE F AND CHAPTER 1 OF SUBTITLE A OF THE 1954 INTERNAL
REVENUE CODE, PUBLIC LAW 83-591], as amended, are adopted by reference

unless excepted to or modified by other
[AS 43.20].
AS 43.20.021(f) is amended to read:

* Sec.

2.
(f)

For

the purpose of calculating the alternative

These portions of the

this chapter [A

provisions of

on tax preferences provided for in 26 U.S.C.
(Internal Revenue Code), the tax [RATE] is 18 percent for corporations
of the applicable alternative minimum federal tax [RATE].
* Sec. 3. AS 43.20.036(a) is amended to read:

this chapter, the taxpayer may not

(2)

For

purposes ofcalculating the

apply

income

as

Internal

S 43.20]

this chapter
minimum  tax

55 - 59 [26 U.S.C. 56-58]

a

tax
credit

payable
again

under

st tax

liability the foreign tax credit allowed as to federal taxes under 26

U.S.C. 27 [26 U.S.C. 33] (Internal Revenue Code).

* Sec. 4. AS 43.20.200(b) is amended to read:

(b)

The

same period of limitation upon the assessment a

nd col-

lection of taxes imposed rider this chapter and the same exceptions to
it shall apply as provided in 26 U.S.C. 6501 - 6503 (Internal

HBO300A

-1-

HB 300

Revenue



1 Code [OF 1954]). In the case of additional tax due by reason of a
2 modification, recomputation, or determination of deficiency in a
3 taxpayer's federal income tax return, the period of limitation on

4 assessment commences from the date that the notice required in AS 43.-

5 20.030(d) is filedx and if nonotice is filed the tax may be assessed

6 at any time.

7 *Sec. 5. AS 43.20.270(m) is amended to read:

8 (m) The period of limitation wupon distraint is the same as
9 provided under 26 U.S.C. 6501(c), 6502(a)L and 6503(a) (Internal Reve-

10 nue Code [OF 1954]). In determining the running of a period of [limi-

1 tation in respect of distraint, the distraint is considered to begin

12 when the levy upon property is made.

13 *Sec. 6. AS 43.20.340(6) is amended to read:

14 (6) "Internal Revenue Code" means the Internal Revenue Code
15 of the United States (26 U.S.C.) [(53 STAT. 1)] as the code exists now
16 [AMENDED] or as hereafter amended, [INCLUDING ALL AMENDMENTS AFTER

17 MARCH 29, 1949,] as the code and amendments apply to the normal taxes

18 and surtax on net incomes, [BUT NOT INCLUDING EXCESS PROFITS TAXES,]

19 which amendments are operative for the purposes of this chapter as of
20 the time they became operative or will become operative under federal

21 law;

22 *Sec. 7. This Act applies to tax years  beginning after December 31
23 1986.
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