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May 11,2003

The Honorable Gary Wilken
Chair, Senate Finance Committee
Alaska State Legislature

State Capitol, Room 518

Juneau, AK 9981

Dear Senator Wilken:

| understand there were questions raised at last week’s hearing on Senate Bill 102
regarding our charts showing pull-tab taxes paid to the state. Specifically, the questions
asked what elements were included in the Dull-tab tax total for each of the four gaming
types (self-directed games, operators, vendors and multiple-beneficiary permittees).

The pull-tab tax line on our charts reflects only the amount of money paid to the state
under the existing statutory tax of 3% of actual net (gross receipts minus prizes). Any
municipal sales taxes are included under the expense category, as is the federal excise
tax on operator-run pull-tab games (VSof 1% of the net income). Certainly, the tax
expense can be considerable for those charities running games in municipalities with a
sales tax on gross receipts. However, for the sake of discussion on this state tax
legislation, we did not include the federal tax or any municipal taxes in the line item for
state pull-tab taxes.

The state pull-tab tax paid under the four gaming types in 2001 were:

* Self-directed permittees (charities that run their own games) $851,922
» Operator-run games (charities that contract with operators) $408,492
* Multiple-beneficiary permittees (charity co-ops) $395,281
* Vendor-run games (charities that contract with a bar) $223,547

Please let me know if you need any additional information on this legislation.

Sincerely

Deputy Commissioner
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May 8, 2003

The Honorable Gary Wilken
Chair, Senate Finance Commi~ee
Alaska State Legislature

State Capitol, Room 518

Juneau, AK 9981

Dear Senator Wilken:

Senate Bill 102, as amended in the Senate Labor and Commerce Committee, makes a

significant change in\I~ .ate’s charitable gaming laws: It amends the pull-tab tax from

3% of actual net (what L eft from the actual gross after prizes) to 15% of ideal net (what
would be left after prizes, assuming all of the pull-tabs in a game are sold).

The Department estimates this change could bcost state tax revenues from pull-tabs
from the existing level of $2 million per year to perhaps $9 million or $10 million per
year. This estimate makes two assumptions: 1) The charities adjust the prize payout
level of their games and/or their expenses to cover the increased tax bill, to avoid taking
the money out of their own pockets, and 2) Players do not reduce their gaming activity if
prize levels drop.

As the Senate Finance Committee considers SB 102 and its effect on charitable gaming
proceeds, it is important to understand how the often-mentioned total of $351 million in
charitable gaming gross receipts in calendar 2001 is divided.

First, of that $351 million total for all charitable gaming statewide, $267 million went out
as prizes and almost $31 million went to the charitable organizations. The balance of
$53 million went to taxes and expenses, such as rent, utilities, wages and payroll taxes,
and the cost of actually buying the pull-tabs and bingo cards. The two largest expenses
were wages and payroll taxes, at $17 million, and the cost of pull-tabs and bingo cards,
at $9 million.

Looking just at pull-tabs, the gross was $274 million, with $214 million in prizes, about

$23 million to charities (after paying $2 million in taxes to the state), and $36 million in
expenses for the cost of pull-tabs, rent, wages, operator fees, etc.

0-1-D2LH punted on lecyctod papn
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Although operators may get most of the news media attention when it comes to
expenses, half of the gaming in the state is run by individual charities, with no
commercial operators involved. An additional 20% of the gaming is run by charity
cooperatives, leaving just 30% managed by commercial operators and contract vendors
(as explained below).

Getting back to the $351 million total for pull-tabs, bingo, raffles, ice classics, salmon
classics and such, it is important to keep in mind that not all of that $351 million was
new money. For example, a pull-tab player may plunk down a dollar and win $2, or two
more chances. That shows up on the books as $3 in gaming, when it represents just $1
in actual cash from the player’s pocket.

Next, looking at how the $351 million is distributed among the four types of gaming
operations:

1) Self-directed gaming by the permittees (the qualified charitable organizations
are called permittees). This is when the Elks or Moose or Little League run their
own games, either on their own property (such as at the lodge) or at rented property.
The charity pays its own expenses. There is no operator involved. The law requires
that charities receive at least 30% of the adjusted gross proceeds from the games
(the amount left after prizes and federal and local taxes).

2) Vendors. This is when a permittee sells its pull-tabs to a bar, which then sells the
game to its patrons. The charities get paid up-front for the 'profit" from the box of
pull-tabs. The bar, by law, must pay the charity 70% of the ideal net from the
game — that is, 70% of what would be left after prizes assuming all the pull-tabs
were sold. The bar then deals with the risk of not selling all of the pull-tabs. The
charities have to pay the state tax and the cost of the pull-tabs from their 70%
share.

3) Operators. This is when a permittee (charity) contracts with a for-profit business to
sell its pull-tabs, such as at a pull-tab parlor. The operator has to pay the charity
a minimum of 30% of the adjusted gross (the amount left after prizes and federal
and local taxes).

4) MBPs, or multiple-beneficiary permittees. This is when several charities get
together to form a cooperative to run a gaming site. The MBP hires a manager
and pays its ®* jnses. The charities have to receive a minimum of 30% of the
adjusted gross (the amount left after prizes and federal and local taxes).

Breaking down the $351 million total for all gaming between the four gaming types:
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1) Self-directed gaming: Of $169.4 million in gross receipts, $127.6 million went out in
prizes, the charities paid $23.2 million in their own expenses, with $18.1 million in
net pioceeds to the charities.

2) Vendors: Ofthe $35.5 million in gross receipts, almost $27.7 million went out in
prizes, with $1 i million going to charities after the vendors kept their share and
after the charities paid their expenses, which included buying the pull-tabs and
paying the state tax.

3) Operators: Ofthe $68.8 million in gross receipts, $53.3 million went out as prizes,
the operators charged $12.8 million in expenses, and charities received $4.3
million after paying the state tax and buying the pull-tabs.

4) MBPs (charity co-ops): Of $77.2 million in gross receipts, prizes consumed $59.1
million, with $12 million to expenses and almost $5.9 million to charities.

| hope this information helps you and your colleagues as you discuss and review
SB102. | realize charitable gaming is a complex area, with a lot of details, and we are
always willing to meet with you at any time to help with this legislation.

Sincerely

Larry Persily
Deputy Commissioner



SB 102

05/09/03
Senate Finance Committee

Members of the Committee,

The proposed tax in SB 102 if adopted in its current form without the prohibition of local
taxation will force the operations of the organizations I represent before you today into
bankruptcy. Mind you this is not a bluff our records are on the table. From the very start
of the process on SB 102 we have pointed out the excesses in this industryand
acknowledged the possibility of increased taxation. This is youropportunity to set some
precedence statewide concerning the taxation of gaming. We can pay a justifiable tax on
our activities but we cannot pay a combined state and local taxation burden of 40%.

Bellow is or our current situation for each pull-tab we sell:
S 1.00 = one pull tab
S .80 = ourprize paid out (the winning pull tabs)

S .20 = our adjusted gross income

Revenue taken from that S.20 (our adjusted gross income)

30.5% = $ .061 = charitable proceeds*

25% = S .05 = our sales tax liability to the local municipality

3% = s .006 = ourcurrent 3% state ideal net tax

185 9% = $ .037 = our payroll cost (2 positions full time. 2 positions % time)
13% = $ .026 = our cost for that single pull tab

10% = s .02 = our fixed costs rent utilities permit fees etc.

100% = $ .20 = our total adjusted gross income

*Note: Current state law requires that at least 30 % of the adjusted gross income be used
for charitable proceeds and no more than 70% of the adjusted gross income be used for
gaming expenses. In an ideal world we would like to see no tax increase at all but an
increase in the mandated return to the non-profits from 30% to 55%.

Bellow is our situation if SB102 is passed without prohibition of local taxation

S 1.00 = one pull tab
S .80 = our prize paid out (the winning pull tabs)
S .20 = our adjusted gross income

Revenue taken from that S.20 (our adjusted gross income)

185% = S .037 = charitable proceeds*
25% = S .05 = our sales tax liability to the local municipality
15% = $ .03 = proposed 3% state ideal net tax under SB102



18.5% = $ .037
13% =S .026
10% - S .02
100% = S .20

our payroll cost (2 positions fulltime, 2 positions % time)
our cost for that single pull tab

our fixed costs rent utilities permitfees etc.

our total adjusted gross income

*This scenario will put us out of compliance with state law

You may ask yourselves several questions;

Why don’t you pass the sales tax along to the customer?

This was tried with disastrous results, as the pace and process of pull tab gaming was
frustrated and as a result gross revenues dropped 60%. We had no

choice but to absorb the tax. Imagine if you will every time someone

exchanges a playback the oil that runs all gaming (the small winning tickets S 1, S2, S5,
S10 winners) they had to reach for small change in their pocket or receive change.

These transactions currently take place in seconds. This logistical senero of passing along
a tax to the consumer is frankly impossible. Believe me if we could pass the sales tax
along we would have been doing so since its inception. The City and Borough ofJuneau
has long since realized this as well; however, they have also been arrogantly aware of the
room for taxation in this industry. We can pay a justifiable tax but we cannot pay a
combined local and state tax burden of40%. There can only be one hand in the taxation
of this revenue stream. That hand in this case should be the state. The state should then
decide on what proportion these tax proceeds should be spent between local and state
interests.

Please note, that the City and Borough of Juneau does not seem willing to back down on
its rhetoric either. Please do not put us at their mercy for they might by default simply
choose to tax local gaming out of existence with out a vote of the local electoraie.

Q: Are your expenses higher than other types of business?

A:

No in fact | challenge you to find another business in the State that that returns
30.5% profit while absorbing our current 28% tax burden. (25% sales tax 3% state ideal
net tax)

How can we create an equitable tax structure on gaming State wide, while making sure
we have proper regulation and no profiteering? Thus insuring the permit holders receive
the maximum possible return.

1. Outlaw local sales taxation on charitable gaming. (**This plan will only work with
the passage of legislation that would outlaw local taxation**)

2. Increase the current 3% state ideal net tax to 20% on pull-tabs.

3. Split that revenue generated with the local municipalities on a proportional basis that
you find just.

4. Use an adequate percentage of the additional revenue the state will be receiving to step



up enforcement of gaming regulations. Deposit the rest not split with the local
municipalities in the general fund.

5. License all management (not just operators) involved in gaming and revoke those
licenses if the permits they manage do not return the state mandated minimums.

6. Prevent “ghost charities” those charities that only exist on paper from being allowed
gamming permits by strengthening the requirements for qualification.

I would like to extend a detailed inspection of our books to you or your staff. Please
also feel free to talk with the current regulators, members of our community, or anyone
else you may think has input regarding our past performance and ethics in the endeavor
of charitable gaming. SB 102 in its current form without local tax prohibition will
without question bankrupt the gamming operations of the organizations | represent.
This will force them out on the streets or to the public trough to make up for that lost
revenue. | am certain this is not the Governor’s intention with this proposed legislation.

Sincerely,

David. D. Sanden

Primary Member in Charge of Gaming

Juneau Montessori Center

Southeast Alaska Friends Ofthe Montessori

Juneau Dance Unlimited

I can be reached @ 364-2890 or paged @ 463-7654
Email: sandenconsultant@ aol.com

750 St. Ann’s Ave

Douglas, AK 99824


mailto:sandenconsultant@aol.com

Juneau Montessori Center
Southeast Alaska Friends of Montessori
Juneau Dance Unlimited
c/o 750 St. Ann’s Ave.
Douglas, AK 99824

05/13/03

Senate Finance Committee
State Capitol
Juneau, Alaska 99811

Dear Members ofthe Committee,

We would like to thank you for your time and understanding o fthe concerns we raised at
last Friday’s hearing regarding SB 102.

laafcprohibitionh-

We urge you to amend this legislation to incorporate local sales tax prohibition.

If time does not allow for an adequate examination of this issue during the current
legislatives session, we urge you to hold this bill until next year. This will allow the
newly formed Senate Labor and Commerce interim subcommittee (to be chaired by
Senator Seekins) the time to closely examine all the issues concerning this legislation.

If you have any questions or would like to discuss these issues further, please feel free to
call anyone ofus. Thank you.

Sincerely,

David Sanden (364-2890 or pager 463-5327)
Lupita Alvarez (364-3535 or 364-2334)
Maria Moya (789-2947)
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May 8,2003

Senator Gary Wilken
State Capitol, Room 518
Juneau, Alaska

Dear Senator Wilken:

I am concerned with Senate Bill 102 and its affects on the charities that rely on pull-tab
funds to operate.

I am affiliated with two charities in Juneau that benefit from pull-tab money. While not
opposed to a statewide sales tax on the gaming proceeds, | am opposed to the double
taxation imposed on Juneau businesses. Juneau's pull-tab operators are already paying a
sales tax of 5% to the City and Borough of Juneau.

| believe that die bill should be amended so that it includes a statewide prohibition on
local sales taxation of pull-tab receipts.

If you want to see the benefits of non-profits utilizing pull-tab funds, simply drive over
to Douglas and walk into the Juneau Montessori School. This high-quality child care and
school would not exist without pull-tab money.

| urge you to consider changing the language of SB 102.

While I understand the need to generate additional money for state operations, 1 do not
believe that double taxation on responsible pull-tab operators and the charities they
fund Is the appropriate mechanism.

Sincerely,

Anna Eberhardt
Concerned Citizen

TOTAL P .01
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May 5. 2003

Senator Gary Wilken
1851 Fox Avenue
Fairbanks, Alaska 99701

Via E-mail
Re: SB 102/HB169
Dear Honorable Senator,

In response to your recent e-mail | offer you my thoughts and observations on these bills. Through the
required annual gaming reports to the Department of Revenue, it can be determined which permittees and
licensees are within so many percentage points of being out of compliance. Once you have identified how
many percentage points the proposed tax amount will add to the existing expenses of a pull-tab gaming
operation, non-profits with compliance issues can be determined. These same operations would then have
to be closed according to statute if the tax was initiated. The tax in effect is an increase in expenses and
may push the gaming operation over its statutory 70 % of Adjusted Gross Income expense limitation. (The
ideal net minus federal and city taxes equals the adjusted gross income.) l.e. If XYZ permittee's expenses
are 65% of the Adjusted Gross Income and a tax that equates to 6% of the Adjusted Gross Income is added.
XYZ is now over the statutory limit on expenses by one percent.

Gaming operations that compensate to stay in compliance by a reduction of prizes will further complicate
any analysis on this matter. Letters from Mary Magnuson, lead counsel for the National Association of
Ticket Manufacturers, states that as prizes are reduced to compensate for a tax, games have less incentive to
play and Gross Receipts from the activity will decline. (These letters were given to Senator Bunde and the
Interior Delegation.) In a nut shell the tax base disappears whether the additional nesv tax is a percentage
of Gross Receipts or a percentage of the Adjusted Gross Income. The erosion of the Gross Receipts or
taxable base that pays expenses (Adjusted Gross Income) will also cause further compliance issues for the
permittees. Pull-tabs, which are a paper slot machine, paid prize payouts of 78% in 2001. Correspondingly,
Electronic Gaming Machines, (Slot Machines) in casinos pay out prizes of 85 to 96% to stimulate play. No
stimulation, no play, non-compliance, no tax base, the economic ruin of this industry and its benefits to
Alaskan communities.

I suggest a legislative audit be done on charitable gaming before anyone supports a tax being levied. It is
imperative to quantify the economic impact of any proposed tax before passing such a bill. By knowing
which charities are affected you will know: how many dollars in goods & services may leave the
community, how many jobs may be lost, and how much real estate may go vacant. It may be that the tax
benefits gained are less than the qualitative and quantitative damages to our communities. Or, it may
indicate that there are opportunities for a tax and which gaming operations can support the extra burden.

Please give this matter further study before passing these bills. 1 have enclosed a spreadsheet to identify the
impact of taxes for quick reference.

Thank you. for the opportunity to give more comment on this matter.
Respectfully,
John Lopez

President
Denali Gaming Supply, Inc.



CHARITABLE GAMING COMPLIANCE TAX COMPARISON/WORKSHEET

Gross Receipts

Less Prizes

Less Federal & City Sales Taxes
Adjusted Gross Income

Less 2001 Reported Expenses
Less Tax (3% of ldeal Met)

Less Tax (5% of Adjusted Gross)

Amount Available for Net Proceeds*

Less Statutory Requirement for
Compliance (30% of adjusted gross)

Surplus/Difference

2001 based on current tax 3%
of Ideal Net

$273,800,000.00
$213,600,000.00
$1,000,000.00
$59,200,000.00
$34,100,000.00
$1,806,000.00
$0.00

$23,294,000.00

$17,760,000.00

$5,534,000.00

2001 based on proposed tax 5%
of Gross Receipts

$273,800,000.00
$213,600,000.00
$1,000,000.00
$59,200,000.00
$34,100,000.00
$0.00
$13,690,000.00

$11,410,000.00
$17,760,000.00

($6,350,000.00)

* According to the 2001 Annual Report $23,276,643.00 was the actual amount returned to the permittees.

Propose yourown tax within the following spreadsheetto see the outcome on the NetProceeds. Enter
below, in the highlighted portion of the equation the percentage of tax "proposed" to see the outcome on the permittees Net
Proceeds. This formula may also be used to determine whether or not specific permitttees and/or licensees would remain in
compliance with your "proposed tax". Simply enter the specific information as labeled.

Gross Receipts

Less Prizes

Less Federal & City Sales Taxes
Adjusted Gross Income

Less 2001 Reported Expenses

Place yourproposed tax here
fuse apercentage)

LESS TAX

Amount Available for Net Proceeds

Less Statutory Requirement for
Compliance (30% of adjusted aross)

Surplus/Difference

*T ax based on the IdealN etis calculated as follow s

**T ax based on the G ross R eceipts is calculated as follow s:

Propose a Tax based on the
Ideal Net*

$273,800,000.00

$213,600,000.00

$1,000,000.00

$59,200,000.00

$34,100,000.00

0%

$0.00
$25,100,000.00
$17,760,000.00

$7,340,000.00

G ross R eceipts m inus P rizes m ultiplied by the tax

G ross R eceipts m wultiplied by the tax.

Propose a Tax based on the
Gross Receipts**

$273,800,000.00

$213,600,000.00

$1,000,000.00

$59,200,000.00

$34,100,000.00

0%

$0.00

$25,100,000.00

$17,760,000.00

$7,340,000.00



International, Ltd.

April 18, 2003
Dear Senator Wilken,

I wish to voice to you my concerns regarding Senate BilM02 "Charitable Gaming Revenue." Please do
not support this Bill as currently written and amended. If this bill passes it will severely cripple the very
non-profits that it is meant to benefit. My main concerns are the following:

1 Amending Sec. 5. (h). This reduces the amount the vendor receives by 5% and increases the
non-profit's take by that same 5%. There are not enough vendors for all the permitees now. Itis
not easy to locate a bar (vendor) to provide the space and labor for the selling of the pull-tabs.
The Yukon Quest has been looking for another vendor for six months and we are a popular non-
profit. Non-profit agencies such as the Interior Aids Association have great difficulty locating bars
to represent them as a vendor. Decreasing the bar's revenue will only lessen the number of bars
willing to provide the non-profit agencies with assistance.

2. Amending Sec. 5 (J) This restricts the ideal net to a minimum of 28 %. Players of pulltabs are
very aware of the odds. There are almost no pull tabs games with this poor of pay out. There is a
good reason for this. These games play very slowly or not at all. Good business practice has led
me to use games with an ideal net of 18 to 24%. |would rather sell a lot of games with a smaller
profit margin than very few games with a larger profit. This amendment will bring in less revenue
for both the non-profit and the state of Alaska.

3. Amending Sec. 6 (46) This amends the definition of the ideal gross of a pull-tab game.
Implementing this amendment would change the proposed increase in state tax from 2% to
650%. Yes, approximately six hundred and fifty per cent. For at least the last ten years,
government - Federal, state, and local - has stated that non-profits must assume a greater
proportion of the burden for quality of care and quality of life issues. Locally, non-profits have
been able to implement this policy through an increase in the use of gaming. This amendment
would eviscerate the funding non-profit agencies derive from the sale of pull-tabs.

I believe that the Governor's advisors are dealing with "Fuzzy Logic". This bill as written would not assist
either the non-profits or the State of Alaska. What experience do the Governor's Advisors have with the
people who actually purchase and play the pull-tabs that make them better at evaluating the
consequences of this Bill over the local non-profits who deal with these people on a daily basis?

I understand that the State of Alaska is in need of additional revenue and | think the non-profit agencies
are willing to play their part. Retain the basic increase as proposed in the amendment to Sec. 05.15.184
Pull-Tab Tax from 3% to 5%. This should be the only part of Senate Bill 102 retained. If necessary,
make that increase to 6 or 7%. Yes, this increase wiil hurt but it would not ruin the non-profit agencies.
Do not change any other part of current gaming regulations.

Thank you for your patience in listening to my concerns.
Sincerely,
Layne St. Jchn
Executive Director, YQI Alaska
P.O. Box 75015 Fairbanks, AK 99707 1t2-1109 First Ave. Whitehorse, YT Y 1A 5G4

(907) 452-7954  Fax (907) 452-7959 (867)668-4711 Fax (867) 668-6674
Email:yukonquest@mosquitonct.com Email: yukonquest@polarcom.com
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Richards, Johnson &Granberry EC

Catified Public Accountants Gerald Richards

Jeffrey Johnson
Philip Granberry

1100 West Barnette Street, Suite 102, Fairbanks, AK 99701 Arlene Koenig
(907) 452-4156 Fax (907) 452-3156 wwwrjgcpa.com Debra Gross
April 21, 2003

Honorable Gov. Frank Murkowski and
Members of the Senate and the House of Representatives
State of Alaska

P.O. Box 110001

Jui.eau, Alaska 99811-0001

Re: Proposal to tax Gross Sales of Pull Tabs at 5%
Dear Gov. Murkowski, Senators and Representatives,

| have analyzed the effect of the proposed 5% tax on gross sales of pull tabs, and |
believe that the attached examples show that there are serious errors in the
administration's representations about how the tax would effect the Charities in Alaska
that conduct charitable gaming. Likewise, the taxes ultimately raised by this proposal
will be lower than the $14 million currently estimated by the Administration.

The most significant error the Administration has made in their analysis is that they have
ignored the phenomenon of the Playback. In the Pulltab business, a Playback is a prize
that a player has won that is turned in for additional ticket sales. Small playbacks occur
on the spot when a player wins $2, $10, $20 or more with a winning ticket, and they use
those winnings to purchase more pulltabs. Larger winings of $50 to $250 ultimately
become playbacks in the future as a pulltab player has a certain amount of money that is
available as disposable income. A very small percentage of the prizes paid out to
pulltab players is really kept out and not evevtually re-invested back into buying more
pulltabs.

| have prepared 3 examples, which are attached to this letter. | have also attached the
letter dated March 24, 2003 that the Governor's office recently sent out to all charities
that participate in charitable gaming.

Example #1 assumes that there is an initial pot of money that is currently being spent on
pulltabs by the public of about $64,471,902. The average prize payout has historically
been about 78% according to the March 23 letter. Accordingly, if you had $64,471,902
to purchase pulltabs, you would receive $50,288,084 in prizes assuming a 78% prize
payout. Applying the playback phenomenon, players then use their prize winnings to
purchase more pulltabs. This time, the $50,288,084 of pulltab purchases generates
$39,224,705 of prizes paid out to the players. Following this example through until sales
reach $274,000,000, my example shows that of the starting pot of $64,471,902, only
$4,471,902 is retained by the players, leaving the $60,000,000 of adjusted gross
income. The adjusted gross income is what the charities use to pay for the expenses of
gaming and the taxes to the State of Alaska. The Charities get what is left over, which
historically has been $23,000,000.



April 21, 2003
Page 2

Example #2 shows what happens when the State imposes a maximum prize payout of
72% (compared to the current industry average of 78%) and imposes a 5% tax on the
gross sales (in lieu o' 'he current 3% state tax on adjusted gross). Example #2,
assumes that prizes wo. ‘ be turned over approximately 11 times, as is currently the
case as shown in Example |. Starting with the same pot of money to spend on pulltabs
of $64,471,902, this example shows that the total sales would be only about
$224,000,000 instead of $274,000,000, a decrease of about $50,000,000. This makes
sense, because the prize payout is lower, and therefore the players have less prize
winnings to use as playbacks to purchase additional tickets. The State raises only about
$11,000,000 in taxes because the gross sales are lower. Because sales are lower, the
cost of pulltabs will decline by about 18%, which | have estimated to be $750,000. The
decrease in funds available to the charities is about. $4,700,000.

Example #3 assumes the same changes proposed by the State, except it assumes the
players retain about the same amount of winnings as they historically have. With this set
of circumstances, the playbacks only ti rn over 8 times instead of 11 times. Because the
sales are lower, the cost of the pulltabs is lower and the sales taxes generated by the
state is lower. Under this example, the decrease in funds available to the charities is
about $7,000,000. | believe Example #3 is the more likely result of the proposed
changes.

There will be other fall out from the proposed 5% gross tax and lower mandated prize
payouts that are not reflected in these examples. Players will not want to risk as much
of their disposable income because their chances of winning are significantly reduced.
Operators will not be able to meet the mandatory higher payouts to charities, so they wili
go out of business. Those charities that rely on operators to raise funds for them will get
nothing! The sales taxes the state will raise will be even lower as sales decline as a
result of this. The overrall result will be a dramatic change to the charitable gaming
industry as it currently exists, with significantly fewer dollars going to the charities.

Charitable organizations in Alaska should not be asked to pay for our government. We
should pay them for existing and carrying on programs that otherwise would cost the
State money, or that make Alaska a better place to live. This proposal to raise taxes on
the gaming industry has not been well thought out and should not be put into law. Let's
leave well enough alone and find another way to pay for the cost of our government.

| would be happy to meet with the Administration or any of the Senators or
Representatives to expain any portions of this letter or the attached examples.

Sincerely,

Q JiSu

Gerald A. Richards, C.P.A.



Example 2 =Effect of 5% Gross Tax and Prizes Payout at 72%

' 5% Tax

L. Starting pot of money spent on pulltabs 64,471,902 3,223,596
M.  Prizes paid out at 72% average rate line A above 46,419,769 2,320,989
N. Prizes paid out at 72% average rate line B above 33,422,234 1,671,112
0. Prizes paid out at 72% average rate line C above 24,064,008 1,203,200
P, Prizes paid out at 72% average rate line D above 17,326,086 866,304
Q.  Prizes paid out at 72% average rate line E above 12,474,782 623,739
R Prizes paid out at 72% average rate line F above 8,981,843 449,092
S. Prizes paid out at 72% average rate line G above 6,466,927 323,346
T. Prizes paid out at 72% average rate line H above 4,656,187 232,809
uU. Prizes paid out at 72% average rate line 1above 3,352,455 167,623
V. Prizes paid out at 72% average rate line J above 2,413,768 120,688

Total sales assuming prizes are played back 100% 224,049,962 11,202,498

Starting Pot of Money Spent on Pulltabs 64,471,902

Estimated prizes retained by Players (1,737,913)

Expenses of Operations (34,000,000)

Decrease in Cost of Pulltabs 750,000

State of Alaska Taxes (11,202,498)

Net Proceeds for Charities 18,281,491

Decrease in Net Proceeds for Charities (4,718,509)



Example 3 - Effect of 5% Gross Tax and Prizes Payout at 72%

LL.

MM.

NN.

O0.

PP.

QQ.

RR.

SS.

TT.

uu.

Starting pot of money spent on pulltabs

Prizes paid out at 72%
Prizes paid out at 72%
Prizes paid out at 72%
Prizes paid out at 72%
Prizes paid out at 72%
Prizes paid out at 72%
Prizes paid out at 72%

Prizes paid out at 72%

average rate line A above
average rate line B above
average rate line C above
average rate line D above
average rate line E above
average rate line F above
average rate line G above

average rate line H above

Prizes paid out at 72% average rate line | above

Prizes paid out at 72% average rate line J above

Total sales assuming prizes are played back 100%

Starting Pot of Money Spent on Pulltabs
Estimated prizes retained by Players
Expenses of Operations

Decrease in Cost of Pulltabs

State of Alaska Taxes

Net Proceeds for Charities

Decrease in Net Proceeds for Charities

64,471,902
46,419,769
33,422,234
24,064,008
17,326,086
12,474,782

8,981,843

6,466,927

213,627,552

64,471,902
(4,656,187)
(34,000,000)
900,000
(10,681,378)

___1(y)347337_

(6,965,663)

5% Tax
3,223,596

2,320,989
1,671,112
1,203,200
866,304
623,739
449,092

323,346

10,681,378
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State of Alaska

OFFICE OF THE GOVERNOR
JUNEAU

March 24, 2003

Optimist Club of Fairbanks, Inc.
1100 West Barnette, Suite 102
Fairbanks, AK 99701

Dear Friends:

Many individuals from charitable and nonprofit organizations such as
yours have contacted me expressing concern regarding House Bill 169 and
Senate Bill 102, the charitable gaming revenue bills. | appreciate their
comments and would like to take this opportunity to clarify our proposal.

Last fall, the majority of Alaska voters sent a strong message that they
were ready for a change in the way state dollars are spent. My budget
proposal for the coming year, which concentrates on aggressively growing the
state’s economy through long-term resource development and reducing state
spending, is consistent with the voters’ message. In addition, I clearly
committed to a budget plan that would not include a Statewide Income Tax or
a raid on the Permanent Fund. Our proposal upholds that promise.

Charitable Gaming is a major industry in Alaska, generating in excess of
$351 million a year. That’s how much money people wager on pull-tabs,
bingo, raffles, ice classics, salmon classics, and so forth. About $274 million
of the total is wagered on pull-tabs. Currently:

About three-fourths, or $214 million, of the $274 million is returned to
the players as prizes;

$34 million goes for expenses of the pull-taboperations;

$23 million goes to charities; and

less than $3 million goes to the state for taxes.

The administration’s proposal, amended after hearing the concerns of
state charities, will change the current formula. Using the same $274 million
figure:

$197 million, or 72 percent, would be returned to players as prizes;
$35 million would go for expenses;

$28 million would go to charities (a $5 millionincrease); and
almost $14 million would go to the state.
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Currently Alaska State law allows for a maximum payoff for a pull-tab of
$500 per tab. In most states average payout for lottery prizes is approximately
50 percent of proceeds collected. After deducting the expenses associated with
running their lotteries, the revenue to those states averages between 25
percent and 45 percent. Our approach not only protects the current share of
revenues that go to the charities but increases it and provides a reasonable
return (5 percent) to the state.

As a family of Alaskans, we have tough decisions to make at this time.
Our oil revenues are seriously reduced and our other resource generators,
such as mining, timber, agriculture, and fishing, do not yet bring in sufficient
revenues to make up for the loss in oil revenues. Together, we must decide on
a safe, secure, and sustainable course for Alaska’ future.

By reducing state spending now and slightly increasing user fees and
other revenue sources for the state, we can protect Alaska’ future from
disastrous consequences. This will require the reorganization of many state
programs, the elimination of others, and the implementation of user fees.

We are working hard to open ANWR, to build a gas pipeline, and to open
other areas of the state for a wide variety of resource development projects. |
am committed to growing and strengthening our economy and creating an
Alaska that provides good-paying jobs for all Alaskans, while keeping us
economically and environmentally safe. With 3our help, we can do this
together.

Sincerely yours,

Frank H. Murkowski
Governor

We are regularly updating budget information on the Internet. To access this
information, go to the State of Alaska’s Home Page and click on the link for the
budget. This will take you to the WebPages for the Office of Management and
Budget. From there, you have several options to locate detailed information
for our FY 2004 budget proposal.



Downtown Bingo

634 Fifth Avenue
Kairhnnkb, AK 9071)1

(907)451-0433
(907) 451-7353 (FAX)

e-mail: dlbingofSalaska.nct

Monday, April 21. 2003
Testimony before the Interior Delegation, Alaska House of Representatives

Good morning ladies and gentlemen. My name is Thomas Rogers and | am the Office
Manager for Downtown Bingo, and am testifying on behalf of the permittees, Downtown
Association/Mainstreet Fairbanks, Festival Fairbanks, and Fairbanks Shakespeare
Theatre. We express our gratitude in your efforts to hear our concerns regarding the
proposed changes in the gaming regulations. We wish to address two areas of great
concern.

First is the proposed change in the state’s tax on pull tabs from 3% of the income to 8%
of the gross sales. With the current payout of 78% we pay the state S30 for each $1,000
in income. It takes about $4,600 in sales to make that $1,000. 8% of $4,600 is $368, an
increase of $338 on an income of $1,000. The cost of a game of that size is
approximately $100 so we have a net income of $532 of that one thousand dollars an
have yet to pay rent, utilities, insurance, payroll and the other expenses involved in
running a gaming business.

The state claims to “pass on” this increase to the consumer. This is not the way the pull
tab business works. The consumer did not spend $170 million on pull tabs last year.
Most of that spending came out of their “winnings” (that 78% payout.) Decreasing the
payout from 78% to 68% will not keep sales at the current level - it will considerably
decrease sales. We note with interest that the Nenana Ice Classic raised the cost of its
tickets from $2.00 to $2.50 and realized a 30% decrease in sales.

That 8% of gross translates to 36.8% of the net income at 78% payout and 25% of the net
income at the proposed 68%. That is off the top. What business could stand that kind of
tax by the stale? Early in this country’s history the Supreme Court, in a decision, said
'the power to tax is the power to destroy.” This proposal could very likely destroy the
charitable gaming industry in Alaska.

The second area of concern is the placing of video games in the bars and clubs while
excluding them from the pull tab parlors and bingo halls, This proposal completely
changes the charitable gaming industry in Alaska. Previous testimony from the
Department of Revenue claims charities and non-profits will benefit from this with
“some” losers. There will be a lot of losers. There are not enough bars in the slate to



take the number of charities and non profits that currently engage in gaming to
supplement their income, and video machines that pay out 85% and more will effectively
wipe out pull tab sales that pay our 78% (or even worse if the proposed 68% payout
passes.)

The state currently allows pull tabs in bars in direct competition with pull tab parlors and
bingo halls - this is fine - it is a level playing field. However if the state 'vmts to open
up gaming to video games, they must not allow them in the bars and clubs exclusively.
How could pull tab parlors and bingo halls sell pull tabs at a 78 or 68% payout and expect
to compete with bars and clubs with video games that pay out 85%? If you were a
gambler, where would you place your bet?

As a member of the charitable gaming industry, | will not attack or defend gaming on the
social detriment issues - that is for the state to weigh and decide. However, if video
gaming is allowed for non profits then the state must maintain a level playing field and
allow them in the pull tab parlors and bingo halls. (Indeed, at proposed payout levels,
video gaming will quickly wipe out the pull tab industry - video gaming and bingo will
the what is played and what is currently a pull tab parlor will be a video gaming parlor.)

I have heard the reason to restrict video machines to bars and clubs is to restrict access to
patrons who are 21 years or older. Currently the age to play pull tabs is 21 and bingo is
19. It would be much better to legislate all gambling at the 21 year old level and not
allow anyone under that age in pull tab parlors and bingo halls.

Certainly the state need income. The state lottery idea could raise revenue outside of the
charitable gaming industry. Please do not confuse state lottery payouts across the nation
with payouts for pulltabs and video games - they are completely different entities.

| speak from the narrow vision of a small MBP stand alone business and do not have the
figures or expertise to crunch the numbers for the whole industry. | urge the legislature
to listen to the folks who have this ability and take care not to greatly detract from the
gaming industry to the detriment of the charities and non-profits. The proposed changes
in the law will greatly harm the non profit organizations and the state will not increase its
revenue - 25 or 30% of nothing is nothing.

Thank You,

Thomas Rogers
Office Manager
Downtown Bingo



NATIONAL ASSOCIATION OF FUNDRAISING TICKET MANUFACTURERS

246 Iris Park Place
1885 University Avenue West
St. Paul, Minnesota 55104

Phone: 651.644.4710 Fax 651.644.5904
www.naftm.org

March 24, 2003

Joe Koss

Revenue Auditor

Alaska Department of Revenue By E-mail and U.S Mail
Tax Division, Gaming Unit

P.O. Box 110420

Juneau, AK 99811-0420

Dear Mr. Koss:

I am writing in response to your inquiry regarding prize limitations and pay-out
restrictions on pull-tab games in the United States. | will try to respond to your questions
as you have asked them.

Most states that regulate charity gaming have limitations on prizes. The vast
majority of states limit the prize that may be awarded on individual tickets. In the last five
years or so, that amount has slightly increased so that the average prize limit is now about
$500. The states with limits of $500 are: Alaska, Illinois, Louisiana, New Jersey, New York,
Morth Dakota, Pennsylvania, Virginia and Washington. Kentucky and Minnesota permit
prizes of $599. Two states limit winners to $1000. They are West Virginia and Nebraska.
Texas has a $750 limit and California and Mississippi have limits of $250. Indiana has a
limit of $300 (but there is legislation that would increase that amount to $599).

Only a few states impose cumulative prize limits in addition to the individual ticket
prize limits. In addition to Alaska, Indiana has a limit of $2000 per game (but legislation
would increase that to $4000). New York has a per game limit of $3000 and lllinois a daily
limit of $5000.

Many states have minimum prize pay-out requirements. Kansas, Missouri,
Oklahoma, and Washington permit only games that pay-out a minimum of 60%. Nebraska,
New Jersey, Pennsylvania, and Texas permit 65% and New Hampshire 45%. | was not
aware of any state that imposed a maximum prize pay-out, but recently discovered that
Nebraska has a maximum prize pay-out of 80%.

In my experience in dealing with charity gaming around the country, | have learned
that states do not impose maximum pay-out limits for a couple of reasons. First, there isa '
general understanding that pay-out limits depress receipts and hence, the taxes that states
hope to collect off of the activity. Minnesota, for example, has the highest gross receipts
for pull-tabr in the country, about $1.3 billion. The average prize pay-out here is also the
highest at about 82.2%. The state collects $55 million in taxes at a rate of 1.7% on pull-tab
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gross receipts as well as a "combined receipts tax" on a graduated scale on receipts over
$500,000. However, when the combined receipts tax was implemented in 1989, the
growth of pull-tab sales stopped and charities found that their net receipts were reduced
dramatically due to the need to reduce prize pay-outs to compensate for the tax. For
example, one charity | am familiar with reduced its prize pay-out from 86% to 80% to
compensate for the combined receipts tax. Monthly deposits (adjusted gross receipts)
decreased by slightly more than 50%'! This occurred, when in theory, the lesser amount of
prizes should have increased the adjusted gross receipts. The opposite affect occurred
because the level of play decreased.

States also do not limit pay-out because it stifles the ability of the charity operator
to be flexible in the games that are played. While an operator may not be able to play all
games with pay-outs of 80% or more, the operator needs to have a few of those games in
play to keep the players interested. In other words, maximum pay-outs suppress play,
reduce gross receipts and negatively affect the profits that are available for charity.

An example of this might be North Dakota. Like Alaska, North Dakota allows pull-
tabs to be sold in bars and has no significant gaming competition (although a lottery was
just approved by the voters at the last election). In 1993 the excise tax on pull-tabs was
2% of the gross receipts. During the 1993 legislative session, that tax was increased to
4.5% of gross receipts. The tax went into effect later that year. In 1994, gross receipts
from pull-tabs were $202,612,503. The average prize pay-out was 80% and the taxes
collected were $12,945,936 (this was total taxes on all charity gaming, not just pull-tabs,
but pull-tabs constituted the greater portion of the receipts).

Each successive year saw gross receipts decrease, pay-out percentages decrease
and tax collections decrease. By 1998, gross receipts for pull-tabs were $176,480 and tax
collections were reduced to $10,817, 764. In 2001, gross receipts were even lower at
$160,634,211. Taxes, on the other hand, increased somewhat to $12,359,653 (less than
the 1994 level, but more than the previous few years). The Attorney General's Office
suggests that the increased tax amount is probably due to the fact that the smaller
charities have had to go out of business, leaving only the larger charities in operation,
which pay a tax at the higher percentage.

Oklahoma is another example of how excessive taxation has limited pull-tab sales.
Since the legalization of pull-tabs, Oklahoma has imposed a tax of 10% on the gross receipts
of each game. Gross receipts for pull-tabs in 2001 were $4,594,693, despite nearly $100
million dollars in bingo activity. Pull-tabs are not played in Oklahoma because the charity
operators cannot afford the tax. The prize pay-out has to be so low, that no players are
interested in playing the games. Hence, the charities do not make money.

Our annual report lists the tax rates for various states. Besides Oklahoma,
Massachusetts has a 10% tax, but Massachusetts limits the sales of pull-tabs and specifies by
contract what the game specifications must be. Illinois has a 5% tax on the gross receipts
of pull-tabs, but that tax has spawned a staggering amount of "raffle” games. In other
words, due to a loophole in the law, charities are playing "raffles” (which are not subject
to the tax and are essentially unregulated) in lieu of pull-tabs largely to avoid payment of
the tax. Washington has a 5% tax on the commercial pull-tab activity (bars sell the tickets
for profit as a commercial stimulant), but only a tax of 10% of the net for the same charity
activity. | mention this because | know that you are looking at the NAFTM report for
information, and | want to make sure that to the extent possible, you can compare apples
to apples.

| know that the legislature Is considering Increasing the tax on pull-tabs to 5% of the
gross receipts. | also know that there is some discussion about capping prize pay-outs at



72% to compensate for the increased tax. | hope that the above information will help you
better assess the possible consequences of such action. It is difficult to give you definitive
comparisons because no other state has imposed a prize pay-out cap so much lower than
the norm. Although our report indicates overall prizes at 73%, it is important to remember
that such a figure encompasses all charity gaming (bingo, raffles, charity game nights and
pull-tabs), some of which have, on the average, lower average prize pay-outs than pull-

tabs.

| would be happy to provide additional information to you in the future. Please feel
free to contact me again.

Very truly yours,

Mary B. Magnuson
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MARY t MAGNUSON

COUNSEL

010 LUMBER EXCHANGE BUHOMQ
TEN SOUTH FIFTH STREET
MMNEATOLIS, MINNESOTA S54QS
PHONE: (612) 3SB-Z071

FAX: (018) 340-625*

March 6, 1996

Mr. Mark Higgins
12221 Hilltop Drive
Anchorage, AK 99801

Dear Mark:

I am writing to follow-up our meetings lasl week concerning the *"percentage of gross™
proposal.

I took a look at the laws aod rules of the more prominent charity gaming states to
determine if any had a percentage of gross requirement, Washington was the one state | found
with any such requirement, although the applicable percentage varies depending on the size of
the organization and whether the activity is bingo, bingo and pull-tabs, or just pull-tabs. | have
attached the pertinent Washington rules for your review. Please note that the maximum
requirement is 14 percent for bingo and 17 percent for bingo and pull-tab activity. Those
percentages apply only for games that gross in excess of $4 million annually. The requirements
for smaller games are significantly less than 17 percent. For pull-tabs, the maximum percentage
of gross requirement is 7 pen snt. The average net to charity (or commercial operator) as a
percentage of gross is 11.5 percent.

Minnesota has no percentage of gross requirement. In Minnesota, a charity may not
expend more than 60 percent of its bingo gross profit (adjusted gross) less taxes (10 percent of
net) on expenses. For pull-tabs, not more than 50 percent of the gross profit may be expended
on expenses. A copy of the statute is attached. The average prize payout for bingo is 77
percent; for pull-tabs 82 percent The average net to charity as a percentage of gross is 5.73
percent S

In Nebraska, a charity may expend no more than 6 percent of the definite profit of a pull-
tab game (adjusted gross) on expenses. The average prize payout is 75 percent. For bingo, a
charity may expend up to 12 percent of the gross receipts for expenses/ For purposes of
calculating the percentage amount, the costs of license and permit foes, taxes, prizes, equipment,
and rent are sol considered expenses. A copy of the relevant statutory provisions are attached.
Nebraska averages 75 percent prize payout for bingo. The average net to charity is 11.80
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percent of the gross.

In Texas, a charity is required to disburse for charitable purposes not less than 35 percent
of its adjusted gross receipts, less certain credits allowed by rule for taxes and authorized
expenses. A copy of the relevant statute is attached.

The average prize payout in Texas for bingo is 76 percent. For instant bingo (pull-tabs)
it is 68 percent Please remember that In Texas pull-tabs are restricted to a B-1-N-G-0 ticket
format and sold only at bingo games. The total volume of sales is only 1/4 of the total bingo
volume, whereas in most slates, pull-tab volutne usually surpasses that of bingo. The average
net to charities in Texas is 7.72 percent of the gross.

Those states reflected in the NAFTM survey with the highest percentage of gross retained
by the charity are:

Connecticut 31.49 percent
District of Columbia 34.50 percent
Idaho 23.45 percent
lowa 21.67 percent
Michigan 20.18 percent

The rest, basically, fall close to or below the national average of 14 percent.

Connecticut reported gross receipts for bingo of ooly $34.6 million. The average prize
payback is 72 percent For pull-tabs, ooly $12.8 million was wagered; 65 percent returned to
the player in the form of prizes. Pull-tabs may be sold only at bingo occasions. 1 can find no
percentage of gross requirement. The rules prohibit the paying of compensation to workers,
thereby eliminating a considerable amount of expenses. Pull-tabs are purchased by the state
pursuant to a contract with a single vendor. Thus, there is little variety in game types. The
payout is pan of the contract specifications. The very low payback in Connecticut seems to be
reflective of the extremely low amount wagered, and vice versa.

InD.C., I can find no percentage of gross requirement. Charities may pay only $15.00
per occasion for compensation per worker. Pull-tabs are sold only at bingo and raffle occasions
and must be purchased from the Charitable Games Control Board or a licensed supplier. The
total dollars wagered in the District is minimal, about $4.4 million, the vast majority ($3.8
million) of which is on bingo. The prize payout for bingo is 73 percent; for pull-tabs, 69
percent. Note that only $605,081 was wagered on pull-tabs in 1994, less than 1/4 of the total
bingo receipts.

Idaho is another example of limited activity. Only $5 million was wagered on bingo in
1994, although 76 percent was returned in prizes. There is no percentage of gross requirement
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in the Idaho law. Pull-tabs are illegal in Idaho, except if sold as a product by the state lottery.
We have no data on those sales.

lowa residents generated $49.3 million in bingo gross receipts in 1994. The players
retained 68 percent in the form of prizes. | can find no percentage of gross requirement in the
lowa law. Workers may be paid, but only on a limited basis (@ 1 per 25 players, no more than
minimum wage). Not more than 25 percent of the net receipts (adjusted gross) may be used for
expenses. Seventy-five percent of the adjusted gross receipts must be disbursed for lawful
purposes. Pull-tabs are illegal except when sold by the state lottery. We have no data on those
sales.

In Michigan, bingo gross receipts were $205 million in 1994, with 72 percent returned
in prizes. 1could not find a percentage of gross requirement. Workers' compensation is limited
to $10.00 per occasion. Pull-tabs are purchased by the lottery and sold to organizations. The
tickets are produced by one vendor; the percentage payback specified in the contract Only $62
million was wagered on pull-tabs in 1994, 74 percent of which was returned to the players in
prizes.

Thus, each state included in the NAFTM report with more than 20 percent of gross
receipts retained by the charity is vastly different than Alaska. The method of operation is
different, and the volume of activity Is lower. Interestingly, not one of those states has a
percentage of gross requirement

I understand that the proposal contemplates the imposition of a flat 25 percent
requirement; 20 percent of the gross to be retained by the charity 5 percent to the state. |
suggest that you ask legislators to look more closely at what other states have done, noting
especially the general lack of percentage of gross requirements around the country. Even
Washington, which has such a requirement incorporates a sliding scale into its rule to account
for differences in organization size and volume.

Some have suggested that charities can compensate for a '‘percentage of gross*
requirement by drastically reducing the amount of money awarded in prizes. While such a
suggestion seems plausible in theory, it will likely fail in practice. For example, in 1993 the
State of North Dakota increased its tax on pull-tabs by 2.5 percent of the gross. In response,
the charities reduced the amount of money awarded in prizes by 3 percent. In the first quarter
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the tax was in effect, total gross receipts decreased by 2.3 percent. By the end of 1994, the total
gross receipts had decreased by 8 percent. Although the figures for 1995 are not yet complete,
the preliminary figures show no improvement from 1994..

Please call if you have any questions.

Very truly yours,

MBM/suu
Enclosures
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COUNSEL
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April 4, 1994

Connie Stewart

Oklahoma Tax Commission
M.C. Connorc Building

2501 Lincoln Boulevard
Oklahoma City, Oklahoma 73152*3248

Dear Connie;

You requested some information regarding the effect a decrease In the ux on breakopen tickets would
have on total breakopen ticket sales In Oklahoma. As | understand it, your charge Is to attempt to project the
Increase in breakopen sales, if any, dm win result from a decrease In the tax rate from 10% to 5% to 2.5%
to 1%. As you might expect, It Is not possible to predict the actual increase in saes from arry such tax
reduction, but the Following are some reasons why such an Increase Is Hkely to occur.

First, it Is Important to reiterate that the volume of breakopen sales In Oklahoma, measured by gross
receipts, isvery low. Please refer to the attached chait for a direct comparison. You will nodce that the chart
now includes data from Kansas. After our meeting, 1gathered statistical data from Kansas and discovered,
contrary to what | had been told, that Kansas "instant bingo" sales were slightly below that of Oklahoma,
However, | also discovered that so were the general bingo gross receipts.” When | compared the Instant bingo
sdles to the general bingo receipts for Kansas, | found that the Kansas instant bingo sain were not unusually low,
given the low volume of bingo activity. In Kansas (with a 6.9% effective tax rate), instant bingo sales were
41 % of the bingo gross receipts. In Missouri (with about a 3.1% effective tax) and lllnols (5% tax), the only
other states on the chart with breakopen sales below Wngo gross receipts, breakopen sales were 57% of the
bhrgo sales. By comparison, In Oklahoma breakopen sales were slightly less than 20% of gross receipts,
considerably lower than these other states." When one factors out all of the other variables (i.e. med»d of
sale, competition from other games), the most plausHe explanation for the low breakopen sales hi Oklahoma

1 Once | received the actual data from Kansas, 1discovered that the projections | had previously received
were high. In addition, the tax Information | had been given apparently factored In a 5.9% sales tax in addition
(he 1% Instant bingo tax.

. You can make other comparisons by using die NAFTM survey data | left with you, but | would caution
against using die data without considering how breakopen tickets are sold In a particular state. For example,
Michigan, Connecticut Massachusetts, du*e states with breakopen sales below bingo gross receipts, sell
breakopens through a distribution system tar different than Oklahoma or the states included on the chart |
provided. The distribution sy>iem In those states (which Is through the lottery) will keep breakopen sales far
below what they should be under a "free market" system like that In Oklahoma. | chose the states on dse diare
because the method of sale of breakopens approximates that of Oklahoma, thereby making for a more valid
comparison.
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Isthe 10% tax rate.

1chink it Is fair to assume that u« Itvet ol breaxopen activity in Okialiorua should dpptuxanaie uui oi
other comparable states. One way to factor out dffcrences in population in making such a comparison, b to
simply look at the level of breakopen sales as a percentage of bingo gross receipts. In most-statesr b; nxkopen-..............
sales exceed bingo gross receipts. The percentages are Included on the chart under the first % headrt?. Three
states, however (other than Oklahoma) have breakopen sales below bingo gross receipts: Kansas, Miuuvuri 2nd
llinois. Thus, a simple method for projecting sales based on data from Kansas, lllinois and Missouri, may be
to assune that at a minimum, the percentage of breakopen sales in Oklahoma should be between 4 1% of bingo
receipts (Kansas) and 5746 of bingo gross receipts (Wnols and Missouri). In Oklahoma, that would translate
into breakopen receipts of between $31,012,889 and $43,115.460. At various tax rates, the prelected tax
revenue would be:

Gross Receipts S% tax 3% tax 2.5% tax 1% ox
$31,012,889 $1,550,644  $930,386 $775,322 $310,128
$43,115,480 $2,155,774  $1,293,464 $1,077,887 $431,154

Any Increase In sales volume will in an likelihood be at least partially attributable to an Increase in the
number of sites at which breakopen tickets are sold.1 The number of sites for breakopen sales in Oklahoma
has decreased by 52 since the tax rates went Into effect. Thb decrease may be due at lease In part to
regulation, but according to representatives of the organizations, the tax rate has made It unprofitable re sponsor
bingo or breakopens. Thus, | think It Is ftir to assume chat at least a significant portion of those organizations
will resume bingo and breakopen ticket sales If the tax rate is reduced, thereby nuking projected sales of $J 1-
$43 mHBon rather easily obtainable.

Another reason breakopen sales wifl Increase if the tax rate b reduced is that a lower tax will allow the
sponsoring organizations re offer games that return a higher percentage of money to the player In the form of
prizes. More prizes will stimulate more play, and hence more sales. An example of this, albeit m reverse, can
be found in the attached newspaper article from North Dakota. Last July, the State of North Dakota Imposed
a tax increase of 2.5% on breakopen tickets (a total or 4.5%), and detected a decrease in pull-tab gross
receipts of-2.3% for the first quarter the tax was In effect As Attorney General Heidi Heitkamp notes In the
article, "[cjhariuble gambling groups intended to pass the savings on through reduced prizes, but that may have
led to lower wagers by playeis..." While ft may be coincidence, It Is interesting that the decrease In breakopen
ticket sdes is almost directly propoitional to the Increase In the tax rate.

Let me try to explain how thb concept works. The frequency of whs in a game isimportant. A game
returning only 65% of the proceeds to the players (as In Oklahoma) has far fewer winners than a game
returning 75% or more to the player. A 75% game may Isave more high tier prizes, but it will also have more
small tier winning tickets. In most instances, players redeem low winning tickets (l.e. $2.00, $5.00 and
$10.00) for more tickets. Thus, Ifa player frequently wins, even small amounts, the player also frequently buys
using hb or her winnings. Obviously, such a practice stimulates sales. ¢ n

| believe dils b a ratlier conservative estimate. If die prohibition against selling breakopens in club bars
were repealed, | believe you would see breakopen sales equal to or In excess of the total bingo gross receipts.
Look for example, at North Dakota and Nebraska sales volume on the enclosed chart.
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| was concerned by the comment made at our meeting that a 65% prize pay-out percentage coupled
with a 10% tax is equal to a 75% prlz: pay-out; an amount comparable to the prize pay-outs In several other
states. That kind of calculation does not work for one simple reason. It does not cake Into consideration the
Increased sales volume resulting from a greater frequency of win. Organliatlons In Minnesota (81% ), North
Dakota (80% ), Louisiana (79%) and Ohio (75%) can afford to devote more money to prizes and pay taxes
because the volume of activity Is so high.

A tax of 5% would allow Oklahoma organizations to sell breakopen tickets with about 72-75%
returned to the player In the form of prizes (rote that the percentage Is higher than just adding 5% to the 65%
current payback figure because of anticipated 'ncreases in sales volume). A tax of 2.5% would allow games
of 75-79% to be played and a 1% tax would allow games of 80% to be available to the players. Even in a
state like North Dakota with only 335 sices and a population of less than one million people, breakopens
generated nearly $ 165 miflion In gross receipts last year at an 80% payback rate. Granted this is due In pan
to bar sales, but the high volume Is also due the high rate of money returned In prizes.

The payback on breakopens will be especially Important if the lottery petition is approved in Oklahoma
on May 10, 1994. Lotteries typically offer two types of games, on-line numbers drawings and instanc (scratch-
off) ticket games. With only a few exceptions, Instant ticket sales make up only a small portion of total lottery
sales In most states. This is largely because the amount of money typically returned to the player is abysmally
low, 50-60%. Thus, little interest Is expressed In me games..

In order for Oklahoma charities to effectively compete against the lottery they will need to nave a
product that gives the player a better bet fora $1.00 wager. Currently* breakopens In Oklahoma (with only
a65% paybacj<):do not offer much to the player, A lower tax, coupled with a higher prize payback, will allow
charities to minimize the effects of the lottery on their fundraising efforts.

In sum, a reduction in the tax will increase sales volume Tor two reasons;
(1) more organizations will sell breakopens; and

(2) more breakopens will be sold because the organizations would be able to afford to return more
prize money to the players, thereby stimulating sales.

While It Is Impossible to pin-point the actual Increase in sales volume by dollar amount, based on the
level of breakopen sales activity In the other states with significantly lower tax rates, | think it Is fair to suggest
that gross receipts will Increase significantly, depending on the tax rate chosen.
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I wuii I couiu give you more contieie uem, uui i 1jii umy fiiuvuie wiui utiici >uio, Hum
which conclusions can he drawn. | hope | have adequately explained the conclusions | luve reached, i would
be happy to discuss any of this further, either by phone or In pervon If you thfi/k It would be helpful.

MBM/ck
Enclosure
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PAX: (fltZ) 348-6254

March 6. 1996

Mr. Dennis Poshard

Alaska Department of Revenue
Charitable Gaming Division
P.O. Box 110440

Juneau, AK 99801

Dear Dennis:

I am writing to follow-up our last phone conversation concerning your ‘‘percentage of
gross' proposal. Whit follows is some preliminary information. 1will send you more detailed
data when | gel my hands on it.

First of all, I look a look at the laws and rules of the more prominent charity gaming
states to delennine if any had a percentage of gross requirement. Washington was the one state
I found with any such requirement, although the applicable percentage varies depending on the
size of the organization and whether the activity is bingo, bingo and pull-tabs, or just pull-tabs.
I have attached the pertinent Washington rules for your review. Please note that the maximum
requirement is 14 percent for bingo and 17 percent for bingo and pull-tab activity, and those
percentages apply only for games that gross in excess of $4 million annually.

For pull-tabs, the maximum percentage of gross requirement is 7 percent. Neither
percentage requirement includes taxes, which are imposed by and paid to locai government. The
lax on bingo may not exceed 10 percent of the adjusted gross (which calculates to about 2
percent of the gross) and the tax on pull-tabs can not exceed 5 percent of the gross.

You will note in tire NAFTM survey, that the average percentage of gross for bingo and
pull-tab activity in Washington is 11.55 percent. This means that the vast number of
charities/pull-tab operators are actually operating at levels well below the maximum requirement
thresholds. As a result, it docs not appear that an across-the-board percentage requirement in
Washington could not be met by the majority of charities.

N2960.C07
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It is also important to note that the average prize payout for bingo in Washington is 73
percent. Again, tins tells me that the vast majority of games are not operating at or near the 17
percent maximum retainage requirement for bingo.

Minnesota has no percentage of gross requirement. In Minnesota, a charity may not
expend more than 60 percent of its bingo gross profit (adjusted gross) less taxes (10 percent of
net) on expenses. For pull-tabs, not more than 50 percent of the gross profit may be expended
on expenses. A copy of the statute is attached. The average prize payout for bingo is 77
percent; for pull-tabs 82 percent. The average net to charity is 5.73 percent, largely due to the
tax rate and compensation levels.

In Nebraska, a charity may expend no more than 6 percent of the definite profit of a pull-
tab game (adjusted gross) on expenses. The average prize payout is 75 percent. For bingo, a
charity may expend up to 12 percent of the gross receipts for expenses. For purposes of
calculating the percentage amount, the costs of license and permit fees, taxes, prizes, equipment,
and rent arc ugi considered expenses. A copy of the relevant statutory provisions arc attached.
Nebraska averages 75 percent prize payout for bingo. The average net to charity is 11.80
percent

In Texas, a charity is required to disburse for charitable purposes not less than 35 percent
of its adjusted gross receipts, less certain credits allowed by rule for taxes and authorized
expenses, Texas, like Alaska, allows commercial operators for bingo, whereas the states
described above do not. A copy of the relevant statute is attached.

The average prize payout In Texas for bingo is 76 percent. For instant bingo (pull-tabs)
it is 68 percent. Please remember that in Texas pull-tabs are restricted to a B-1-N-G-0 ticket
format and sold only at bingo games. The total volume of sales is only 1/4 of the total bingo
volume, wliereas in most stales, pull-tab volume usually surpasses that of bingo. The average
net to charities in Texas is only 7.72 percent.

Those states reflected in the NAFTM survey with the highest percentage of gross retained
by the charity are:

Connecticut 31.49 percent
District of Columbia 34.50 percent
Idaho 23.45 percent
lowa 21.67 percent
Michigan 20.18 percent

*2960.007
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The rest, basically, fall close to the national average of 14 percent.

Connecticut reported gross receipts for bingo of only $34.6 million. The average prize
payback is 72 percent. For pull-tabs, only $12.8 million was wagered; 65 percent returned to
the player in the form of prizes. 1can find no percentage of gross requirement. The rules
prohibit the paying of compensation to workers, thereby eliminating a considerable amount of
expenses. Pull-tabs are purchased by the state pursuant to a contract with a single vendor. The
payout is part of the contract specifications. The very low payback in Connecticut seems to be
reflective of the extremely low amount wagered, and vice versa.

In D.C., I can find no percentage of gross requirement. Charities may pay only $15.00
per occasion for compensation per worker. Pull-tabs arc sold only at bingo and raffle occasions
and must be purchased from the Charitable Games Control Board or a licensed supplier. The
total dollars wagered in the District is minimal, about $4.4 million, the vast majority ($3.8
million) of which is on bingo. The prize payout for bingo is 73 percent; for pull-tabs, 69
percent. Note that only $605,081 was wagered on pull-tabs in 1994, less than 1/4 of the total
bingo receipts.

Idaho is another example of limited activity. Only $5 million was wagered on bingo in
1994, although 76 percent was relumed in prizes. There is no percentage of gross requirement
in the Idaho law. Pull-tabs are illegal in Idaho, except if sold as a product by the state lottery*
Wc have no data on those sales,

lowa residents generated $49.3 million in bingo gross receipts in 1994. The players
retained 68 percent In the form of prizes. | can find no percentage of gross requirement in the
lowa law. Workers may be paid, but only on a limited basis (@ 1 per 25 players, no more than
minimum wage). Not more than 25 percent of the net receipts (adjusted gross) may be used for
expenses. Seventy-five percent of the adjusted gross receipts must be disbursed for lawful
purposes. Pull-tabs are illegal except when sold by the state lottery. We have no data on those
sales.

In Michigan, bingo gross receipts were $205 million in 1994, with 72 percent returned
in prizes. | could not find a percentage of gross requirement. Workers’ compensation is limited
to $10.00 per occasion. Pull-tabs arc purchased by the lottery and sold to organizations. The
tickets arc produced by one vendor; the percentage payback specified in the contract. Only $62
million was wagered on pull-tabs in 1994: 74 percent of which was returned to the players in
prizes.

NZV60.007
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Thus, each state included in the NAFTM report with more than 20 percent of gross
receipts retained by the charity is vastly different than Alaska. The method of operation is
different, the volume of activity is drastically lower and, for the most part, pull-tabs are a non-
event. Interestingly, not one of those states has a percentage of gross requirement.

I am told you arc considering the imposition of a flat 25 percent requirement; 20 percent
of the gross to be retained by the charity, 5 percent to the state. | would ask you to look more
closely at what other states hBve done, noting especially die general lack of percentage of gross
requirements around the country. Even Washington, which has such a requirement incorporates
a sliding scale into its rule to account for differences in organization size and volume.

1 will continue to try to gather information on the "elasticity' of the pull-tab dollar. |
believe the numbers will bear out my theory that a low percentage payout will result in less
-O-Y-taalLYolunc andaccordingW. less dollars to charity. While the "percentage of gross™ may
increase. 1 believe the overall dollar figure will decrease.

Please call if you have any questions. 1 will give you a call next week.

MBM/nid
Enclosures

WZV60.007



Bingo, Raffles and Amusement Games

penalties imposed under (his section. If the board relieves
the manager of responsibility for prizes, the commission
*hall.consider the organization fully responsible for compli-
ance with this section. In (his cose, prize payouts will be
considered when reviewing violations of this section. The
primary manager shall not be compensated in any manner
during periods of license suspension imposed under this
section. Any primary bingo manager who fails to achieve
th« annual limit for the class of license issued to the organi-
sation, as set out in Table I. below, shall:

230-20-064

@ First violation - receive a written warning ar.d be

required to demonstrate in-depth knowledge or factors
affecting prize payouts including, but not limited to. bingo
gome prise probabilities, expected poyouts for each type of
game, factors included In Ihe computation, and methods for
analysis of games. The scope Bnd depth of their bingo
management knowledge shall be demonstrated by requiring
(he manager to prepare and submit (heir current game
schedules, records used to analyse games, and the expected
payout for each game. The mannger will be required to
meet with commission staff to discuss the evaluation and
Qth«r aspects of thoir game;

(ii) Second violation - tluee day suspension that includes
at least one operating day;

(iil) Third violation - ten day suspension (hat includes
at least four operating days;

(lv) Pourth violation - thirty-day suspension;

(V) Fifth violation - revocation of manager’s license for
at least one yeas.

Table 1

Annual
Lionise Annual rriac Payout
Oroup Ctm Ofots RevxiyU Undo
I A URK $ 15,000 Ne Uniat
8 $ 15,000- 50.000 No Undo
C 50.001-  100.000 No Undo
D 100.001-  300.000 M u or154m
E 300.001-  500.000 Mu of 84.0*
\Y . 500.001- 1,000000 Mu uf 83.0*
C 1.000.001- 1.502000 Mu nf 80.0*
H 1J00.00I- 2,(*>0,000 Mu Of78.0*
1 2,000,001. 2,500,000 Mu of 74.0*
J 2.500,001- 3,000,000 Mu uf74.0*
11 K 3,000,001- 3.300,000 Mu of 72.0*
L 3,500,001- 4,000.000 Mu or70.0*
M Over 4,000,000 Mu of 70.0*

« > Combined mt Income bom t>hijo |«ra«s an3 t«ki or rood,
drink, or ortar mill hen*. Kafftksblc, m mp n ai of bingo
grow ncrifTi. Local goiabtiea luet me pot comidcrtd m
nrow for comparing not lacoa*.

** mConttKd ad Income from suncNtMtrtfAul lab*. hi»n> tamer
and talao cf food, dtfak, or o*cr retail (Him, If appttcatda, aa
aW=**- of Uajo grou ccopu. Local |arabtin| to u am not
rr—idmd aa tipemm fir empaling net taccraa.

*** « Conddncd ad (ncotaa wimL ba agaal to ar guns i Sm ten (0)
tf va#te»crtret it rotdsoopocm da activity, |oci

taeamm m rIM mu”no lbrawapMing |

(Itmwery AatScrhr. Ctapter 9.46 ItCW. *4-24-056 (OnW M2), | 230-
IH M . filed 12/Vv94. tffrclivt 1/5/95. Suiatory Authority: ICW
9.44X770. 94-07-0*4 (Order 250), | DO2C3064, Alad VIA/44, slfcctiva
4/14/94; 93-13*042 (Order 240). 1 130-20-044. Wed 6/1703. ctfodlre

(4/1/95)

Anneal
Minimum
Aaaaal N fttoata
Minimum Roaatnmaata
Cafatdu Qaancr i KT « Biago *
M u Payout knalnnaart Hm U cmM
Links -Bkgo * ftdTaha**
No Units NeUnta — 740 Undts
NoUariu NcUadu*** No Linda
No Links No Limits No Lindt* eee
Mm of 16J* As lean 1.0* At ktaM 2.0*
Mu or 85.0* At lams 2.0* At foaat 3.0*
Mu of 84.0* At least 3-5* At Isaat 4.5*
Mm or 81.0* At fasti 5.0* At lean 7.0*
Mot of 79.0* At least 7.0* At Itaa 9.0*
Mu of 77.0* At lean 9.0* At Want 11.0*
Mu of 75.0* At least 11.0* At Itari 13X7*
Mm of 73.0* Ai least 12.5* At least 13X7*
Mm ef71.0* At kart 13.5* At laait 16.0*
Mm of 71.0* At least 1S J* At Icari 17X3*

7/11/9). Jldta) Authority: RCW 9,44070 (1X14). 90-104)07. | 230-
20044. AM 4/iwia «Tcdice 7/1/90. Juratory Autarky: RCW 9.46X770
(7Tkan. 9k (tn (Uk Of> andan. 9909-047 (Order 190k | 2)020
OH flted 41M 9,cflbdhe 7/1/49. StoMcry Autharty: XCW 9HX770
(Ik GO mi« (14). w1-477%039 (Ordnr 175), | 230-20064, (Ucd Y IV U.
Sedtowy Authority. Chgaw 9.44 RCW. 17*13-043 (Orta 164) | 2X333
044, Mad 4/14/S7. 1USadery Atofcority: RCW 4.46.070(7).(13)md (I1).
85-134741 (Order 151). | 230-26044. |U 6/1453.)

WAC 110-20-065 Licensed hingo manager on
pnsdm. No bone tide charitable or nonprofit organization,
except when operating at an authorized agricultural fair, or
other special event as authorised by thé commission, or
under RCW 9.46,030(3), as now énacted or heraaflar
emended, or under a Closé A or Class B or Ctaai C license,
shall operate a bingo game oaless k IS under the supervision

(ctnan wac—f.»
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11(15/90. Statutory Authority; RCW 9.46.070(4k (8). (1 I)-wd (14) 86-
07-037 (Order (55), $ 230-30-050, ftM 3/14/X6. Statutory Authority:
RCW 9.46.020(1) Mil (23) »d 9.46.070(1). 15-11023 (Onler 1S0),
230-30-050, Tiled VIVIS. Slriatwy Adhnriiy: RCW 9.46070(8). 8§1-21*
031 (Order 114), { 230-30050. Wei 1071VII; Hub J, 1 Z30-3tWS0. filed
12/19773)

WAC 230*30-052 Punchboarda and pull (aba
operated by charitable nr nonprofit nrganisatinns—Net
income required. Charitable or nonprofit organizations
operating punchboards and pull labs shall not pay excessive
expenses. To ensure Ihnl licensees meet ihe intent of RCW
9.46.010 and lo prevent tlie payment of excessive expenses,
net income, as a percentage of gnw.\ receipts, xhutl not be
leu than the limits set out in subsections (!) and (2) below
when measured over (lie annual license period, lire limits
set out In Table J. of WAC 230-20-064 shall apply lo
organizations operating punchboards and pull labs in
conjunction with a bingo game. Net income limits:

(1) Class A and D licensees - Net income of at least
5.3%. before deduction of local (axes; am)

(2) Hass C and above licensees - Net income of at least
7.0%, before deduction of loen) taxes.

(Slitviexy Avxtwrhy. RCW 9.46.070 (1)(14k 90-10-007.1 230-30-052.
filed 4/19/90, effectiw 7/1/90.1

WAC 230-30-055 Standards for construction of
punchboards. All punchboards sold for use in tho state of
Washington mutt comply with the following standards:

(1) Patterns; The punchboard shall be manufactured
with special care so as to eliminate any patterns between
punchboards, or portions of punchboards, from which the
location or approximate location of winning punches may be
determined. Manufacturers shall employ at least the follow-
ing steps to insure that no pattern exists.

(a) The form or permanent number sheets shall be
mixed prior to cutting;

(b) After the strips (straws) have been crimped, all strips
shall he thoroughly mixod prior to insertion in punchboards;

(c) When filling punchboards, workers shall alter the
procedures for filling sets of punchboards; and

(d) No more than eight punchboards from any one set
of boards shall be included in any case or punchboards for
shipment to Washington.

(2) Serial numbers; Effective July 1, 1988, serial
numbers set forth on the form or permanent number sheets
shall be nonsequential to as lo ensure that no pattern is
created which would permit the tracking of boards through
the aerial number.

(3) Guaranteed numbers: All numbers or symbols
designated as winners im Use flare must be guaranteed by (he
manufacturer at being present in the board. The manufactur-
er may at their option place u slicker or equivalent on the
back of cacti punchboard setting forth additional numbers or
symbols that are guaranteed to be in the bourd, The addi-
tional numbers or symbols on the buck of the board shall not
exceed 5% of (lie tolul punches in the board witlioul the
written permission of the commission.

(4) Sscirttj: All punchboards must be sealed mi it la
impossible to determine the number or symbol of any punch
prior to being putsches! out of the board by any method or

(IW*<>

23(MO*1151J

dcvice including but not limited to the use of markings or
light.

(5) Step-up boards;

(b) All cards, straws, or punches that contain the
winners in the step-up portion of any punchboard shall be
completely sealed so os to prevent premature winner Klentifi*
calioo and such items shall he thoroughly mixed so as to
ensure (hat no pattern of winner* exists.

(b) Step-up boards that contain winners covered by seals

mu« hove at least twenty-five different face sheets for use
on that specific step-up board. Face sheets shall be utilized
in such a manner so ax to ensure random distribution during
the manufacturing process.

IStifutnty Authority: KCW 9.46070 (I ) m*! (14). K7-24-OI6 (Order 173).
) 230-30 055. fiw U/2.V87-

WAC 230-30-060 Poachboard restrictions. No
operator shall put oul for play, and no manufacturer shall
sell or furnish to any person, any punchboard;

(1) To which any key to any winning number, or
symbol, exists other than a key which is furnished to Ihe
operator, which key designates the colur codes for all
cltanccs on (hat board without regard to whether or not such
chances al€ designated winners.

(2) Which has taped sides, comers, or edges.

(3) Wherein (he winning punches or approximate
location of any winning punches can be determined in
advance of punching the punchboard in any manner or by
any device, including, but not limited to. any patterns In
manufacture, assembly, packaging or programming. Win-
ning punches shall be randomly distributed and mixed
among all other ptmchex in the punchboatd, The punchboard
shall be manufactured or programmed with special care so
as to eliminate any pattern os between punchboardx, or
portions of ponchhrunk, from which (he location or approxi-
mate location of the winning punches may be determined.
|Statutory Authority: RCW 9.46.070. 94-07-0*4 (t Wcr 250). | 2J0-30-
06a filed 3716794. effective 4716794; 93-12-0X2. | 230-30-060, Med
V 21/n effective 7/1/93. SWiXury AwknHiy. Cluster9.44 RCW. 17-03-
023 (Urdu 164), f 230-30-060, AM 1/13/17. SiMWory Authority: RCW
19.46)070 (1), (2) w*] (1 1) pad [9.46.]1 10. 05-21-044 (Order 154).| 230-
30-060, filed 107147(15. -Statutory Authority: RCW 9.44,070 (5k rtk (>k
(V). (1), (14) Md (19). 14-13-038 (Order 140), | 230-30-060, fil'd
6/15/84: Ordor 5. | 230 30-060, filed 12719773)

WAC 230*30*065 Punchbonrd/pull lab price per
piay to be portcc (1) No punchboard ur pull tab series
shall be placed out for public play unless the com lo (be
player for each punch or pull lab is cloarly posted on the
flare. N

(2) Once placed out for public play, a punchboard or

pull tab series flare may not be modified or otherwise
changed, except for the deletion of those prizes valued a(
five dollars or more ux requited by WAC 230-30-070.

(Statutory Authority: RCW 9.44.070(11). 82-13-054 (Order 121).» 230-
30-065. filed 6714/82.1

WAC 230*30-079 Cantrot of prizes. All prizes front
the operation of punchboards and pull tabs shall be awarded
in cash or io merchandise.

mn Prim may not Involve the opportunity uf taking an

additional chance or chaaces on another poncltbuard or of

|t>, 130-3%# WAC—p. 3
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349.13 LAWFUL GAMBLING.

Lawful gambling is not a lottery or gambling within the meaning ofsections 609.75
to 609.76 if it is conducted under this chapter. A pull-tab dispensing device permitted
by board rule is not a gambling device within the meaning ofsections 609.75 to 609.76
and chapter 299L

History: /V76 ¢ 261 s 3: 1984 ¢ 302 an 125 4; 1994 c 633 art 3s 2!
349.14  |Repealed, 1990 ¢ 590 art | 3 55J

349.15 USK OF GROSS PROFITS.

Subdivision |. Expenditure restrictions. Oross profits from lawful gambling may
be expended only for lawful purposes or allowable expenses as authorized by the mem-
bership of (he conducting organization at a monthly meeting or the organization's
membership. Provided llul no more than 60 percent or the grots profit less the tax
imposed under section 297F.02, subdivision I, from bingo, and no more than 50 per-
centofthe gross profit from other forms of lawfttl gambling, may be expended for allow-
able expenses related to lawful gambling.

Subd. 2, Cash shortages. In computing gross profit to determine maximum
amounts which may be expended for allowable expenses under subdivision 1, nn orga-
nizalion may not reduce its grots receipts by any cash shortage*. An organization may
report tosh shortages to the board only as aa allowable expense. An organizalion may
not report ensh shortages in any reporting period that in total exceed lhe following per-
centages of (he organization's jrtm receipts from lawful gambling Tor that period: until
August 1, 1995, four-tenths of one percent; and on and after August I. 1995, three-
tenth* ol'onc percent.

HUtory: 197ftc 26) s 5: 1984 C502 art J2 x 6; 1986 c 467 s 7; 1Sp)986 c 3 art 2s

16; 1987 ¢ 327 s 7, 1989 ¢ 201 x 2; 1989 ¢ 334 an 2s 16: 1SpJ989 c 1an 13 x 7; 1990
c390art 1s 10; 1991 c 336 art 2s 13:1994 c 633 art 2x19; ail 55 22

349.151 GAMBLING CONTROL BOARD.

Subdivision I. Board created. The gambling control board is created with the pow-
ers and duties established by subdivision 4.

Subd. 2. Membership, (n) On und after July I, 1991, Ihe board consists of seven
members, as follows (1) those members appointed by the governor before July 1,1991,
whose terms expire June 30. 1992, June 30, 1993, and June 30, 1994; (2) one member
appointed by the governor for u term expiring June 30, 1994; (3) one member
appointed by the commissioner or public safety fora term expiring June 30, 1995; and
(4) one member appointed by the attorney general for a term expiring Juac 30, 1995.

(b) All appointments under thix subdivision are with the advice and consent ofthe
scssafc.

(c) Alterexpiration of the initial terms, appointments arc for four years.

(d) The board shall select o»e of its members to serve as chair. No more than three
member* appointed by the governor under this subdivision may belong lo the same
political party.

.Subd. 3. [Repeated. 1989 ¢ 334 art 2 s $2)

Subd. 3a. Compensation. The compensation or board members is as provided in
section 15.0575, subdivision 3.

Subd. 4 .Towm and doticx. (a) The board has the following powers <nd duties:

(1) to regulate lawful gambling to ensure it is conducted in the public interest;

(2) to issue licenses to organizations, distributors, bingo halls, manufacturers, and
pmbling managers;

(3) to collect and deposit license, permit, and registration fees due under this chap-
ter,

(4) to receive reports required by this chapter and inspect all premises, records,
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9-255.02. Prizes; Hnhutations. (1) Irrespective of whether a biago game or a bingo occasion is conducted jointly by two or nott
licensed organizations, no prizo for a single bingo game shall exceed one thousand dollars in value and the aggregate value of all
bingo prizes at any bingo occasion shall not exceed four thousand dollars.

(2) A winner shall be dttrrmieed for each bingo game, and each winner shah be swarded and delivered the prize on the same day
that the biago oceanic* is conducted.

(3) At least fifiy percent of the gross receipts derived from the conduct of bingo shall be awarded in bingo prizes during each
quarterly reporting period. The licensed organization shall clearly post at each bingo occasion the percentage of grow receipts paid
oulin prizes for the last preceding quarter.

(4) In addition to the prizes permitted by subsection (!) of this sccticn, a licensed organization may award promotional prizes
in cash or merchandise to players at t bingo occasion if:

(a) Noconsideration is charged in order to be eligible to win a promotional prize except (hat given lo participate as a player in
Ins bingo occasion;

(b) The total fair market value of all promotional prizes awarded at a bingo occasion does not exceed one hundred dollars in value
or, in the case of a Hmited period bingo, does not exceed (wo hundred fifty dollar* in value;

(c)The winner of any promotional prize is a bingo player who is present at the bingo occasion;

(d) The winners arc determined by an dement of chance or some other factor which docs not involve any scheme which utilizes
any type of pickle card, the game of keno, a scratch-off or tub-off ticket, any promotional game tickets authorized by section 9-701,

any non-telccommuracation-rclarcd, playcr-activatod electronic or electromechanical facsimile of any z»me nf or »ny «tor
niaclilnu of any kina; and

(e) The total fair market value of all promotional prizes awarded at a bingo occasion strati be excluded from determination of the

fifty-percent prize payout requirement in subsection (3) of this section.
Seanui  Law* 1**, LBWA4, i 50.
OpanrHcUafc October 1,1994.

9-255.03. Grow receipts; segregation; books and records; contnunfftag of hods. (1) The gross receipts, lew the amount
twuded in prizes it each bingo occasion, shall be segregated from all other revenue of a licensed organization and placed in a
separate biago checking account of the licensed organization. All lawful purpose donations and all bingo expenses, including
apaaasa for the management, operation, or conduct ofbingo but excluding Ihe payment of prizes, shall be paid by a check from such
iccounL Frizes may be paid out in cash by the licensed organization if prize payments in cash of five hundred dollars or more are
aealptad in a manner prescribed by the department in rule and regubttoa.

(2) Separate books of the bingo operations shall be maintained by the licensed organization. Records, reports, lists, aad ill other
nfbnmtioa required by Ihe Nebraska Uingo Act and any rules and regulations adopted pursuant to the act shall he preserved for at
aest three yean.

(3) A licensed organization may commingle funds received from the conduct of bingo with any general operating fundi of the
krnsad organization by moans of a check or electronic funds transfer, bat Ihe burden of proof shall be on the licensed organizalion
o demonstrate that such commingled funds are not used to make any payments associated with the conduct of bingo and are used
or mlawful purpose.

Srercr  Law*1994.1BW, | 5L
Operatise dMsOctoW t, 1904.

9-25544. Eq xw g ; limitations; aBocatkra; pay meat o fworkers; expenses; bow paid. (1) No expense shall be incurred or
mounts paid in connection with the conduct of bingo by a licensed organization except those which are rcasoaabla and necessary.

(2) A licensed organization shall not spend more than twelve percent of its bingo gross receipts to pay the expenses of conducting
(ago. The actual coat of (a) license aad local permit fees, (b) any uyes authorized by the Nebraska Bingo Act, (c) bingo prizes,
1) tha purchase, rental, or lease of bingo equipment, and (a) the rental or lease of a premises for the conduct of bingo as prescribed
r the department in relea and regulations ihsH not be Included in determining compliance with the expense limitation contained in
iir section.

(3) A licensed organizxifoa which is also licensed to conduct a lottery by the sale of pickle cards pursuant to the Nebraska Fickle
ad Lottery Act may allocate a portion of (he expenses associated with the conduct of its bingo occasions to its lottery by the sale
IplcUt cards condactcd at such bingo occastona. Such allocation shall be bated upon tbc percentage that pickle card grow proceeds
Hived from the sale of pickle cuds at the bingo occasions represents to the totsl o! bingo gross receipts and pickle card gross
weeds derived from such bingo occasions for the previous annual period July | through June 30. An organization licensed to
oductbingo that has not bee* previously licensed shall determine such allocation based upon the percentage that pickle card groas
oeeeds derived from the sale of pickle cards at the bingo occasions represents to the total of bingo groas receipts and plckJc card
oss proceeds derived from such bingo occasions for the initial three consecutive calender months of operation.

(4) The total amount of expenses that may tic allocated lo the organization's tottery by tbc sate of pickle cards shall be subject
tha lieiitattoos on biago expanses as provided for In the Nebraska Bingo Act with rcspocl lo the twelve-percent expense limitation
d the fafr-rmrhet-vahie limitation on the purchase, rental, or lease of bingo equipment and the rental or lease of a premises for the
nduct of biago. No portion of the six percent of the definite profH of a pickle card unit as allowed by section 9-347 lo pay the



allowable expenses of operating a lottery by (be sale of pickle cards shall be used to pay any expenses associated with the sale of
pickle cards at a bingo occasion.

(5) All persons paid for working at a bingo occasion, including pickle card sellers but excluding concession workers, shall be paid
only by a check written from the licensed organization'a bingo checking account and shall not receive any other compenaation or
payment for working at a bingo occasion from any other source. Such wages shall be at an hourly or occasion rale and shall be
included in the amount allowed by the expense limitation provided in subscctkm (2) of this section. No person shall receive any
compensation or payment from a licensed organization based upon a percentage of the organization's bingo gross receipts or profit

(6) No expenses associated with the conduct of bmgo may be paid directly from the licensed organization’s pickle card checking
account. A licensed organization may transfer funds from its pickle card checking account to its bingo checking account as permitted
by subsection (3) of this section by a check drawn on the pickle card checking account or by electronic funds transfer aa provided
only by section 9-347.

Score*, L»wi 1«4. LB AQt, { 52.

Operative due Oaobcr |, JV94.

CrMI Reference:
Netnsk* Pickle Cud Lottery Act, sec section 9-301.

9*255.05. Licensed organization; annual accounting of gnus receipts; report (1) A licensed organization shall report
annually to the department, on a form supplied by ihe department, a complete and accurate recounting of its groas receipts. The
annual report shall demonstrate that the gross receipts less cash prizes paid have been retained in (he organization's bingo checking
account or expended solely for authorized expenses pursuant to section 9*233.04 or lawful purpose donations. The annual report shall
cover the organization's bingo activities from July 1 through June 30 of each yearand shall be submitted to the department by
August 15 of each year.

(2) A copy of the report shall be submitted to the membership of the licensed organization.

(3) In addition to the annual report required by subsection (1) of this section, Ihe department may prescribe by rule or regulation

additional periodic reporting as deemed necessary.
Source: L in 1094, LB IW4, § 33.
Operative date Oaober |, 1994.

9-255.06. Commercial lessor's license; when required; application; form; contoou; fee; bingo equipment; restrictions;
conduct of bingo; restrictions; exemption, (1) An individual, partnership, limited liability company, corporation, or organization
which will be leasing a promises to one or more organizations for the conduct of bingo aad which will receive more than two hundred
fifty dollars per month as aggregate total rent from leasing suck premises for the conduct of bingo shall flrsi obtain a commercial
lessor’s license from Ihe department. The license shall bo applied for on a form prescribed by the department and shall contain;

(a) The name and home address of the applicant;

(b) If the applicant is not a resident of this state or is not a corporation, the full name, business address, and home address of a
nalural person, at least ninotccn years of age, who is a resident of and living in tltis stale designated by the applicant as a resident agent
for the purpose of receipt and acceptance of service of process and other communications on behalf of the applicant;

(c) A designated mailing address and legal description of the premises intended to be covered by the license sought;

(d) The lawful capacity of the premises for public assembly purposes;

(e) The names and mailing addresses of the officers o f Ihe organization which is to conduct bingo at the premises aad the place
and time the organization intends to conduct bingo;

(f) The amount of rent to be paid or other consideration to be given directly or indirectly for each bingo occasion to be conducted;
and

(g) Any other information which the department deems necessajy.

(2) An application for a commercial leasor'i license shall be accompanied by a fee of one hundred dollars for each premises (he
applicant is seeking to lease pursuant lo subsection (1) of this section. A commercial lessor who desires to lease more than one
premises for the conduct of bingo shall file a separate application and pay a separate fee for each such premises.

(3) The information required by this section shall be kept curem. The commercial lessor shall notify the department within thirty
days of any changes to the Information contained on or with the application. S

(4) A commercial lessor who win be leasing or renting bingo equipment in conjunction with his or her premises shall obtain such
equipment only from a licensed distributor, except that acommercial lessor shall not purchase or otherwise obtain disposable paper
bingo cards from any source.

(5) A commerdai lessor, the owner of a premises, and all parties who lease or sublease a premises which ultimately is leased to
an organization for lhe conduct of bingo shall not be involved directly with the conduct of aay bingo occasion regulated by Ihe
Ntbmka Bingo Act which may iodide, but not be limitod to, the managing, operating, promoting, advertising, or odrnin"Uering of
bingo. Such persons shall not derive any financial gain from aay gaming activities ragulalod by Chapter 9, except os provided in
mbsection (4) of section 9*347 if the individual Is licensed as a pickle card operator, Ifthe individual Is ficemod as a lottery gperatm
or authorized ales outlet location pursuant to the Nebraska County and City Lottery Act, or if the Individual is contracted with as
a lottery game retailer pursuant to the State Lottery Act.

i§
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9-347, r.iww proceed*; definite profit; w ; restrictions; allocation of expense*. (1) The gross proceeds of any lottery by
the sale of pkkle cards shall be used solely for lawful purposes, awarding of prizes, poymonl of the unit cost, any commission paid
to d pickle card operator, allowable expenses, and allocations for bingo expenses U provided by subsecf-on (5) of this section.

(2) Not less than sixty-five percent or more than eighty percent of the gross proceeds of any lottery by the sate of pickle cards
shall be used for the awarding of prizes.

(3) Not more than six percent of the definite profit of a pickle card unit shall be used by the licensed organization to pay the
allowable expenses of opcraling a lottery by the sale of pickle cards, except that license fees paid to the department In license lhe
organization, each utilization-of-fund* member, and any sales agent and pickle card dispensing device registration fees shall nol be
included in determining the sia-pcrcent limitation on expenses and no portion of ruich six percent shall bo used to pay any expenses
associated with Ihe sale of pickle cards at a bingo occasion conducted pursuant lu the Nebraska Bingo Act, and of such six percent
not more than four percent of the definite profit may he used by the licensed organization for the payment of any commission, salary,
or fee to a sales agent in connection with the marketing of d pickle curd unit. When determining the six percent of definite profit that
Is permitted to pay the allowable expenses of operating a lottery by the sale of pickle cards, the definite profit from the sale of pickle
cards at the organization's bingo occasions shall not be included.

(4) Nol more than thirty percent of the definite profit of aplcWccardunltxhull be used by a licensed organization to pay a pickle
card operator n commission, foe, nr salary for selling individual pickle cards as opportunities for participation In a lottery by the sale
of pickle cards on bcltalf of the licensed organizalion.

(5) An organization licensed to conduct bingo pursuant to the Nebraska Bingo Act may allocate a portion of the expenses
associated with the conduct of its bingo occasions to its lottery by the sale of pickle cards conducted at such bingo occasions. Such
allocation shall be based upon Ihe percentage that pickle card gross proceeds derived from (he sale of pickle cards at the bingo
occasions represents to the total uf bingo gross receipts and pickle curd gross proceeds derived from such bingo occasions for the
previous annual period July 1 through June 30. An organization licensed to conduct bingo that has not been previously licensed shall
determine such allocation boxed upon the percentage that pickle card gross proceeds derived from the sale of pickJc cards at the bingo
occasions represents to the total of bingo gross receipts and pickle card gross proceed* derived from such bingo occasions for the
initial thicc consecutive calendar months of operation. The total amount of expenses that may bo allocated to the organization’s
lottery by tlie sale of plcklo cards siutll be stibjoct to the Iimiiaiioro on bingo oxiretues as provided for in tIx; Nebraska Bingo A a with
roipcct to the twclvu-percenl expense limitation and the fuir-murkct-vuluc limitation on the purchase, rcnlul, or lease of hingo
equipment and the rental or lease of n premises for the conduct of bingo. No expenses associated with the conduct of bingo may he
paid directly from the pickle card checking account. A licensed organization which needs to allocate a portion of the expenses
associated with the conduct of its hingo occasions to its lottery by the sale of pickle cards conducted at such hingo occasions to pay
bingo expenses as provided by this section shall transfer funds from the pickle card checking account In ttm bingo checking account

by a check drawn on the pickle card checking occount or by electronic funds transfer.
Soxrcd |« 19%B, (J* 1027,* M.9;I*w» (WU, trt 1252, | 43; |aw» 17IN, 12» 767, f 43; laws 1994,1.BffM, * X/
Operative date; Oonhci I, IW .
Crou Kafararm;
NclwaOa UlagaAcl, ice section 9-201.

9*347,01, Definite profit; distribution; net profit; use. (1) For each type of pickle card unit marketed in this stale, (he
department shall dclcrmino lhe following: (n) When a licensed organization sells pickle cards through pickle card operators, the
portion of the definite profit from that pickle cord unit which shall go to the licensed organization, such amount to bo not less than
seventy percent of the definite profit from such pickle card unit; (b) the maximum amount of the definite profit from (he sale ofi
pickle card unit Dial« licensed organization may pay a pickle card operator as a commission, fuo, or salary lo sell its pickle cards,
such amount not to exceed thirty percent of the definite profit from such pickle card unit; (c) the portion of Ihe definite profit from
the sale of a picldc card unit which may be unexpended by a licensed organizalion for allowable expenses, such amount no* io exceed
fix percent of the definite profit from such pirJdc card unit; and (d) the portion of the definite profit from Ihe sale ofa pickle card unit
which may Iw utilized by a licensed 0rganization for payment of a .sales 0gpal selling pickle cards ON behalf of the licensed
organizalion, such amount to bo a portion of Iho allowable expcnaes and not lo exceed four percent of the definite pmfit from mich
pickle card unit.

(2) Ilto licensed organization's nut profit from the sale of a picklo card unit shall bo used exclusively for a lawful purpose, A
licensed organization shall nol donate or promise lo donate Its net profit or any portion of the net profit lo u rccipiont outside of Its
Organization ns un inducement for or in exchange for (a) a payment, gift, or other thing of value from llto recipient to any person,
organization, or corporation, including, but not limited to, the licensed organization ot any of its members, employees, or ngonts, or

(b) apickle card operator’s agreement to sell pickle cards on bchalTof the licensed organizalion.
Snarct:  Laws IKH Ul 1212 f 46; ljwi 19M, tit 767, * 44.

9-348. Segregation <fdefinite profit; rruinmrorpayment; records; requirement*. (1) The definite profit, less not more than
thirty percent of Ihe definite profit ns allowed by subsection (4) of section 9-347, of nny lottery by tho sale of pickle curd* shall be
segregated from other revenue of uny licensed organization conducting the loltory and placed in a separate checking account. All
lawful purpose donations and expenses relating lo the licensed organization’s lottery by the sale of pickle cards, including the
allowable expenses, any license fees paid to the department to license the organization, each utlllzation-of-funds member, and any

17



REG-35-300 SCOPE AND DEFINITIONS

300.01 Bingo, Lottery. Raffle, and Lottery by Pickle
Card Regulations 35-300 tlirougli 35-318 arcadoptcd loenny
out the provisions of the Nebraska Pickle Card Lottery Act.

300.02 Definite profit shall mean tire gross proceeds or
totol passible receipts ofa picklcuird unit or punchboard less
ail or the |H)ssiblc prizes from Hint pickle card unit or
punchboard For example;

Gross proceeds (3,(>00 $1,00 pickle cards) $3,600.00
Less prizes (2miM)
Definite profit $1,000.00

300.03 Department shall mean the Nebraska Depart-
ment of Revenue.

300.04 Dispensing dcvke shall mean any machine or
device into which a person inserts money, a tokon, or
something ofvaiuc in cxclutngce fur one or more pickle cards.
The definition of dispensing device shall not include any
machlInc or device (hat awards or dispenses nny other type of
prizeincludin&but not limited to,frecplaysorany oilier item
of value.

300.05 Flarecardshall meanacard, board, posicr, flyer,
or paperprepared by the manufacturcrofa uniiorplcklccards
which is enclosed with each pickle card unit The flare card
shall identify the serial number for the unit; the slate identi-
fication stamp; (he numbers, letters, symbols, or configura-
tions which, when rovcilcd by opening (be tabc on a pkkle
card, represent the winning combinat*on(s); the number of
cards in the pickle card unit which contain the winning
combinations and theirvalues; the form number of the game
and the name, logo, symbol, design, or trademark of the
manufacturer of the pickle card unit.

300.00 Gross profit shall mean the definite profit from
a unit of pickle cards or a punchboard less any commission
poid to npickle card operator for (be sale ofa pickle card unit
or punchboard. For example;

Gross proceeds (3,600 $1.00 pickle cards) $3,600,00
Less prizes ( 2iiQELTIfI)
Definite profit $1,000.00
Less pickle card operator's commission

(30%) (moo)
Groas profit $ 700.00

300.07 Member sliall mean an active and bona fide
mombcr who meets the written membership requirements of
« licensed organ!/ation conducting a lotlory by the rale of
pickle cards contained Inthe organization's articles of Incor-
poration, bytaws, charier, statement of purpose, or other
written rales or statement governing membership of the
organization, aad who participates in meetings and activities
Of Ike organization. In (be case of churches, an active and
bona fide member my be in Individual who is regarded aa
such by the church according to tho church’s rules or other

PICKLE CARD REGULATIONS
Title 316, Chapter 35

written statement governing membership. In the caae of
parochial or private schools, parents ofstudents, administra-
tors, alunuti, and faculty may be deemed members. One.
organization involves the conduct or gaming activities shnli
not be considered an active and bona fide member.

300.08 Net profit shall mean thegross profit from a imil
orpickle cards ora punchboard less the unit cost for that unit
ofpickle cards or punchboard and (he allowable expenses for
markciing that unit of pickle cards or punchboard. For
example;

Gross proceeds (3,600 $1.00 pickle cards) $3,600.00
Less prizes
Definite profit $1,000.00
Less pickle card operator’s commission
(30%)* (/300.00)
Gross profit $700.00
Less elements of unit cost
Cost of unit $ 38.00
Imprinting fee 2.00
Pickle card tax
(10% )* 100.00
Sales Tax (5%)** 7.00
Federal tax. (.0025)“ *
if applicable im
$156.00
Allowable expenses (6%)*
4% sales agents'
commission $ 40.00
Pro rau license fee 2.00
Pro rat* bookkeeping foes im
$60.00
Total unit cost nnd
allowable expenses $21600 f 216 00)
Net profit $484.00

ecalculated on definite profit
* calculated on toul unli cost
«“ calculated on groa proceeds

300.09 Substantial interestsirail mean connected, inter-
ested in, or otherwise concerned directly or indirectly with a
person, organization, firm, or corporation at follows:

300.09A With resped lo s sole proprietorship, an indi-
vidual or hisor her spouse who owns, operates, manages,
or conducts, directly or indirectly, a pan of the sole
proprietorship;

300.09B with respect loa partnership, in individual or
Iris or her spouse who owns, operates, manages or
conducts, directly or Indirectly, a part ofthe partnership
activity, or shares in any ofthe profits or potential profits
of Ihe partnership activities;

Pickle Card Regulations
Title 316, Chapter 35
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transferring the iIntended disbursement back into the

bingo account and then withdrawing the amount by a check

drawn on that account as prescribed in this section,

Proceeds given to a person or an organization for a

charitable purpose may not be used by the donee:

(1 to pay for services rendered or materials purchased
in connection with the conducting of bingo by the
donor organization; or

(@ for a cause, a deed, or an activity that would not
constitute a charitable purpose if the activity were
conducted by. the donor organization.

Gross receipts derived from the conduct of bingo may not
be commingled with other funds of the [licensed
organization. Except as permitted by Subdivisions @)
and (4) of Subsection (c¢) of this section, gross receipts
may not bo transferred to another account maintained by
the licensed organization.
A licensed organization that has ceased to conduct bingo
for any reason and has unexpended bingo funds shall
disburse those funds to charitable purposes before the
end of the next calendar quarter following the calendar
quarter 1In which the organization ceases to conduct
bingo.

Net proceeds may not be used directly or indirectly by a

licensed authorized organization to support or oppose a

candidate or slate of candidates for public office, to

support or oppose a measure submitted to a vote of the
people, or to iInfluence or attempt to influenoe
legislation.

The commission by rule may provide for different record-

keeping procedures for licensees by class based on the

amount of gross receipts of licensees.

Before the end of each quarter, each liconsed authorized

organization shall disburse for charitable purposes an

amount not less than 35 percent of the organization®s
adjusted gross receipts from the last preceding quarter,
less the amount of any credits allowed by rule for bingo
gross receipts taxes and authorized expenses. ror
purposes of this subsection, adjusted gross receipts
means gross receipts plus any consideration received from
the rental of premises for bingo by the authorized
organization, less the amount of prizes paid iIn the
preceding quarter. |If a licensed authorized organization
fails to meet the requirements of this subsection for a
quarter, the commission iIn applying appropriate sanctions
may consider whether, taking into account the amount
required to be distributed during that quarter and the
three preceding quarters and the charitable distributions
for each of those quarters, the organization hae

distributed a total amount sufficiont to have met the 35

percent requirement for that quarter and the three

preceding quarters combined.
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Juneau Montessori Center
Southeast Alaska Friends of Montessori
Juneau Dance Unlimited
c/o 750 St. Ann’s Ave.
Douglas, AK 99824

05/13/03

Senate Finance Committee
State Capitol
Juneau, Alaska 99811

Dear Members of the Com.nittee,

We would like to thank you for your time and understanding of the concerns we raised at
last Friday’s hearing regarding SB 102.

We cannot support the passage ofthis legislation in its current form without local sales
tax prohibition!

We urge you to amend this legislation to incorporate local sales tax prohibition.
Iftime does not allow for an adequate examination of this issue during the current
legislatives session, we urge you to hold this bill until next year. This will allow the
newly formed Senate Labor and Commerce interim subcommittee (to be chaired by
Senator Seekins) the time to closely examine all the issues concerning this legislation.

Ifyou have any questions or would like to discuss these issues further, please feel free to
call anyone of us. Thank you.

Sincerely,

David Sandcn (364-2890 or pager 463-5327)
Lupita Alvarez (364-3535 or 364-2334)
Maria Moya (789-2947)



Frank H. Murkowski p.o BOX 110001
Governor Juneau. Alaska 99811-0001
(907" 465-3500
FAX 19071 465-3532

GOVERNOR@GOV.STATE. AK.US
WWW.GOV.STATE.AK.US

State of Alaska

office of the Governor

Juneau

March 5, 2003

The Honorable Gene Therriault
President of the Senate

Alaska State Legislature

State Capitol, Room 107
Juneau, AK 99801-1182

Dear President Therriault:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, | am
transmitting a bill designed to increase the amount of state revenue received
from charitable gaming fees and taxes.

Large amounts of money are spent on bingo, pull-tabs, and other
charitable gaming activities in Alaska. Gross receipts for calendar year 2001
alone exceeded $351 million. Only $2.4 million of this amount was paid to the
state in taxes and fees. Charities only received $30.6 million. The rest, over
$318 million went for prizes, rent, operator fees, and other expenses of gaming.

Because of the large sums involved in charitable gaming, state
government must devote significant resources to monitoring gaming activity.
Despite the state’s best efforts, it is not enough. The state continues to find
gaming enterprises where so much of the gaming receipts are used up paying
rent and other expenses that charities receive less than the minimum amount
required by law. This bill would reduce the strain on the state by increasing
revenue. Additionally, the bill would assure the public that its money is going
toward its intended purpose, through provisions requiring professional gaming
operators and vendors to shoulder the burden of the enhanced tax imposed for
their activities.

The tax on pull-tab sales has not been raised since 1988. This bill would
increase the tax to five percent of the gross receipts of the games. The current
rate is only three percent of the ideal net of the games. Ideal net is the amount
left over after all prizes are paid, assuming that every pull-tab game is sold.
The State of Alaska’s current pull-tab tax rate is significantly lower than the
rates imposed by many other states. Oklahoma and Massachusetts collect a
tax of 10 percent of the gross pull-tab receipts. Michigan collects a tax. equal to
40 percent of the net pull-tab profit.
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The bill would also discourage the professional gaming operators from
passing on the cost of the tax increase to charity by reducing the expense cap
on costs they can pass along to the charitable gaming permittees for whom
they sell pull-tab games. The bill would place similar restrictions on vendors
that sell pull-tabs in their liquor establishments for charitable gaming

permittees.

It is estimated that in fiscal year 2004, the bill would raise an additional
$11.5 million in revenue. The bill would raise an additional $12.5 million in

each subsequent fiscal year.

l urge your prompt and favorable action on this measure.

Sincerely,

Governor
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Maria C. Moya

1427S Otter Way, Juneau, Alaska 99801
Plionc: 789-2947; E-mail: Maria@ oltcrway.com

May 8, 2003

Senate Finance Committee
State Capitol
Juneau, Alaska 99801

RE: Urgently Needed Amendment to Senate Bill 102
Dear Members of the Senate Finance Committee:

I am writing to urge you to amend the current version of Senate Bill 102 so that it includes a statewide prohibition of
local sales taxation of pull tab receipts.

The Juneau Montessori community has held a charitable gaming permit for many years which it uses to run pull tab
operations that funds a wide variety of local educational programs, including:
* A high quality Montessori preschool that currently serves 60 children,
* Two elementary classrooms that serves 52 children and is slated for expansion, and
t A newly founded adolescent program which will serve 16 children next year and plans to expand to more
than double that number within 3 years.

Should SB 102 pass without a local sales tax prohibition, the results would be catastrophic to our Montessori
programs. Let me explain why.

Our pull tab operation currently pays a city sales tax that is equivalent to 25% of ideal net receipts. Adding an
additional 15% would mean that our overall tax burden would be effectively 40%. Given overhead costs and prize
payouts, there is just no way we could viably operate the business. Without this crucial source of funding wc would
have to dramatically scale back and/or discontinue the valued programs that wc support. This would likely mean that
our preschool, which has served over 1600 children.ovcr the past 18 years, would close its doors. As the foundation
for all other Juneau Montessori classrooms, this would have a chilling ripple affect on both the elementary and
adolescent programs. All summed, a total of 128 children would be affected by this loss injust one year. And this
doesn’t take into account all the other children who will no longer have the option to attend these unique education
programs.

I recognize that the State is faced with a serious fiscal situation and can appreciate the legislature’s and governor’s
desire to find new sources of revenue. 1only ask that you do so in a manner that is fair and will not hurt small non-

profit organizations like ours.

If you wish to proceed with this pull tab legislation, PLEASE amend it so that we are not penalized with a double
tax.

Many Thanks,

Maria C. Moyu
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FAX NO. 907 463 3051

HAY-06-2003 TE 03:10 M THICBJ

THICBJ - Pulltab Gross Sales
Minus 15%

Total Expenses

Net

252.802.29
$37,920.34

$27,062.55
$10,857.79

Percent

23.283
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Pulltab Salts
Cash Sales
Playback Sales
Less Sales Tax Cotected
Total Sales
Payouts
Cash Payouts
Playback Payools
Total Payouts
10 Adlusled Gross Incomo

11 Adjusled Gross Income

12 Sales Tax Collected

13 Adjusled Bank Till

14 Total Cash per Sales Report
15 Bank Deposit

16 Over (*)/Short (w)

FAX NC. 907 463 3061

Corrected Adj Gross
Estimated Expenses
Mnger Wages - 20% lima
Pulltab Wages
Payroll Taxes -11.04%
Overhead Costs
Pulltab Game Purchases
Other Pulltab Costs
Total Expenses
Net Proceeds
tm m
Cash Sales w/o Sales Tax
Playbacks wlo Sales Tax
Total Sales
3115% Sates Tax Payable

Expanse Limitation - 70% ofAt

MAY-06-2003 TE 03:17 ™ THICBJ

14,763.00
4,199.00
902 95
18.059.05

11.221.00
4,199.00
15.420.00
2.639.05

2,639.05
902.95
8,000.00
11.542.00
11.498.00
-44.00

2,595.05

264.00
472.00
81.25
960.00
800.00
400.00
2.877.25
-382.21

14,060.00
3.999.05
18,059.05
902.95

1.8)6.53

11,904.00 10.543.00
6,033.00
1,170.29

3,954.00
755.14

15.102.36 23,405.71

8.473.00 14.142.00
3,954.00 6,033.00
12.427.00 20.175.00
2,675.86 3,230.71
2,675.86 3,230.71
755.14 1,170.29
8,000.00 9,300.00
11,431.00 13,701.00
11.485.00 13.70300
54.00 2.00
2,729.86 3.232.71
264.00 225.00
472.00 396.00
81.25 68.56
960.00 960.00
600.00 0.00
400.00 000
2,977.23 1,649.36
-247.40 1,583.16
11,337.14 11660.00
3.765.71 5.745.71
15,102.86 23,405.71
755.14 1,170.29

1,910.90

2.26190

THICBJ * Monthly Pulltab Report
Year 2002

13,794.00 12,6*4.00

3,772.00
836.48

3,739.00
791.57

16,729.52 15,637.43

10.140.00
3,772.00
13.912.00

2,817.52

2,817.52
836.48
9,520 00
13,174.00
13,168.00
-6.00

2,811.52

225.00
459.00
75.51
1,440.00
370.05
0.00
2569.56
241.96

13,137.14
3.592.38
16.729.52
836.48

Note: Wages & Payroll Taxe* are based on actual costs for the month.
Other Expenses are based on budgeted amounts.
Line 18: Corrected Adjusted Gross It the amount eflected In Quickbooks
Line 17: Sales Tax Collected is a payable and la reflected in Quichbooks balance sheet.

7,968.07

10.028.00
3,739.00

73,76500
2,066.43

2,066.43
791.57
9.000 00
11.858.00
11.861.00
3.00

2,069.43

225.00
459.00
75.51
960.03
900.27
0.00
2619.87
-550.39

12,270.48
3.560.95
15.831.43
791.57

1,448.60

13,038.00

4,277.00
024.52
16,490.43

8,871.00

4,277.00
13,148.00
3,342.48

3,342.48
824.52
7,700.00
11.867.00
11,877.00
.0.00

200.00
408.00
67.12
1,920.00
1.547.78
0.00
4,74290
-790.43

12,417.14
4.073.33
16,400.48
824.52

2,346.73

14,590.00

4,123.00
891.10
17,821.90

10,443.00
4,123.00
14.566.00
3,255.90

3,255.90
891.10
9,000.00
13,147.00
13,148.05
7.05

3,256.95

22500
459.00
75.51
0.00
060.47
0.00
1,779.93
1,536.97

13,895.24
3.926 67
17.821.90
891.10

2,279.37

19,757.00
6,284.00
1,240.05

24,800.95

13,914.00
6,284.00

20,198.00

4.802.95

4.602.95
1.240.05
9,000.00
14,843.00
14.887.25
44.25

4,647.20

225.00
459.00
75.51
960.00
0.00
0.00
1,719.51
2.927.69

16.816.19
5.984.76
21600.95
1,240.05

3,253.04

18,874.00
5.834.00
1,178.57

23,537.43

15,321.00
5,834.00
21.155.00
2.376A3

2,376.43
1,176.57
9.000.00
12,553.00
12.542.00
-11.00

2,365.43

22500
459.00
75.38
960.03
0.00
0.00
1.719.41
646.02

17,975.24
5.556 19
23.531.43
1,178.57

7,65580

22,213.20
8,583.00
1,466.49

29,329.77

16,265.00
8,583.00

24.848.00
4.481.71

4,481.71
1.466.49
8.000.00
13,948.20
13.823.00
-125.20

4,356.51

200.00
408.00
67.12
853.36
0.00
0.00
1523.48
2,328.03

21,155 43
8.174 29
29.329 71
1,466/49

3,049.55

16.293.20
7,193.00
1,118.39

22,367.87

9.61920
7,193 00
16,812.20
5,5655.61

5.555.61
1,118.39
9.000.00
15.674.00
15.708.72
34.72

5,590.33

225.00
459.00
75.38
960.03
0.00
0.00
1779.47
3,870.92

15.517.33
6.BS0 48
22,367 81
1,116.39

3,913.23

22.522.00
8,276 00
1.466.57

29,331.43

15,152.00
8,276.00
23,428.00
5,903.43

5.903.43
1,466.57
9.500.00
16.870.00
16,93500
6500
3,968/43

5,968/43

225.00
459.00
75.38
960.03
0.00
0.00
1,719.41
4.249.02

21.449.52
7.881 90
29,331 43
1,466.57

4.177.90

199.175 40
66,267.00
12,640.11

252,802.29

143.587.20
66,267.00
209.854.20

m42.948.091

42,948.09
12,640.11
105.020.00
160.808.20
160.636 02
27.82
42.975.91

42.975.91

2.728.00
5.369.00
893.50
11,893.48
5,378.57
800.00
27,062.55
15,913.36

189,690 86
63.11143
252.80229
12,640.11

30,083.13

83.01%

62.9TV.
*0.63

70.00%
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SENATE FINANCE COMMITTEE

SIGN-IN

SB 102-CHARITABLE GAMING REVENUE

Co./Dept./Titlc:

Arlflrpge v */ F

Do you wish to testify?

NAME:

II(A— -

9 -S

NY es

2 M

Do you wish to testify?

NAME:

.Yes

J -

No

Q

0T

ANy O N Zip,

N Respond To Questions

fr+f Phone:

jf No

Respond To Questions

Subject/Bill

Co./Dept./Titlc:

Address:

Do you wish to testify?

NAME:

Yes

No

Respond To Questions

Co./Dept./Titlc:

Address:

Do you wish to testify?

SB 1024)

Yes

No

Respond To Questions

Subject/Bill No:

Subject/Bill No: —

Phone:---—- —

No:

Subject/Bill No:

05/09/03



SENATE FINANCE COMMITTEE

SIGN-IN

SB 102-CHARITABLE GAMING REVENUE

nmE: —MacuZ. May?™* Subject/Bill No: —m
?0./Dept./Title: Phone: — HT -
Address:. E1.315_0'H'6r V\)ciy, A < Z i p

Do you wish to testify? v Yes No A P \spond To Questions

lyvM E :------ a ZLz Subject/Bill No: 3 -~ lo
Co./Dept./Title: Phone: /ity -yP l-Ilsr; -/
Address: —<? _ " VCr' Zip-  *7 /
Do you wish to testify? \'/ Yes No Respond To Questions
NAME: 5 n Subject/Bill N 0 I =
Co./Dept./Title: Phone: —
Address: ( ~>S~/ irv- ~ $ J C& CJT"AQg"A Zip: cf*74T Q|
Do you wish to testify? Yes A No Respond To Questions

L aE\ —{D & of/l& C" Subject/Bill No: 1DcNZ.

/Dept./Title: — Hr Phone: |
> AMS J

Address: Zip:
Do you wish to testify? I/Y cs No Respond To Questions
SFC-03 1 05/09/03

SB 102



—LOh"M ~ Subjecl/Bill No: "~ 2 >
Co./Dept./Tillc:__ PrU&ItA_ A-MVg- Phone:  -Jg VY 'f
Addness:.
Do you wish to testtfr? [ ™ Yes No Respond To Questions

— & Subject/Bill No: I
£IW i-heS Phnn,.

Address: Zip:.
Do you wish lo testify? Yes No Respond To Questions

Subject/Bill No:

Address:

Pzo./Dcpt./Title: P tffidtjK N U fivt hone: -
Zip:
Do you wish to testify? Yes .No Respond To Questions

—A  (\f'— HO Z 127"

Subjecl/Bill No: -Sfe' 17?P ~

Co./Dept./Title:

Address:

ATitle: & UENIQLAW tW _g?B

Zip:

Do you wish to testify? Yes No Respond To Questions

NAME :--------------=---- k L ---- Subject/Bill No: [1)~~
Phone: 'S $ h L

Zip:
Do you wish to testify? Yes No Respond To Questions
-2- 05/09/03

SFC-03
SB 102
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— SubjccL/Bill No:
[Title: _ ~faP_/3 C fr*rp __ ® ~ Phone: S IC
Address:. Zip:.
Do you wish to testify? Yes No .Respond To Questions
Subject/Bill No:
~No./Dept./Title: S -0 ~----- Vr*Tc, ] JTbvV Phone: A ' § . A
AflHm w "7S P /U m : Zip: _ W £
Do you w i™to testify? Yes No ~ - Respond To Questions
J&sk.'ictop Subject/Bill "o:
[./Dcpt./Title: PhONe: -——mememeee
Address: 34 1A Zip: m o {
N\
Do you wish to testify? Yes No .Respond To Questions
NAME Subject/Bill No:

Co./Dept./Title:
Address:.

Do you wish lo testify?

NAME:

Co./Dept./Title: A /) &
Address:

Do you wish to testify?

SFC-03
SB 102

JMirlx"elLs

s M|z a

\Y

/0" -

Phone:. SE£ k" "Q Jf3i

*NQ zip- 7 f SrO 1

_"y!no .Respond To Questions
Subject/Bill No <A jS A
N\
Phone: — U f
Zip:------ 7 *7T ET6 /
Yes No “~Respond To Questions
-3- 05/09/03



Co./DeptVTitle:
Address:. 221

Do you wish to testify?

Sbl/1 Fot-,

Yes

Subjecl/Bill No:

fa F .

/\/\NO

Phone:

NIRespond To Questions

Subject/Bill No:

NAME:

Co./Dept./Title:

Address:

Do you wish to testify?

Yes

No

Respond To Questions

Subject/Bill No:

NAME:

Co./Dept./Title:

Address:

Do you wish to testify?

Yes

No

Respond To Questions

Subject/Bill No:

NAME:

Co./Dept./Title:

Address:

Do you wish to testify?

Yes

No

Zip:

Respond To Questions

NAME:

Subject/Bill No:

Co./Dept./Title:

Zip:

Address:
Do you wish to testify?

SFC-03
SB 102

Yes

No

Respond To Questions

05/09/03
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COMMITTEE. Senate Finance
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SB 102 - Charitable Gaming

COMMITTEE: Senate Finance

DATE: 05/09/03 UPDATE: #1
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Wayne Stevens
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Senate Finance Committee Senate Bill 102 - Charitable Gaming Revenue

DATE: Friday, May 09, 2003 UPDATE #: 1
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DATE: 5/79/03, 9am UPDATE #:1

PLEASE SIGN IN

DO YOU WANT



site: ANCHORAGE LIO SUBJECT OF MEETING:

SB102
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UPDATE #;
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SITE: FAIRBANKS I—IO SUBJECT OF MEETING:

COmilTTEE:  (S) FIN SB 102

DATE: 05/09/03 UPDATE #* 4

PLEASE SIGN |IN

P R I N T YOUR NAME ADDRESS (MAILING & ZIP) REPRESENTING
y Email address:
\/lene Hansen Eagles Lodge
N

Email address:

\ D'vid Lambert

y Email address:

v June Rogers
/

Email address:

\ /T9m Rogers
/

Email address:
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/

Email address:

. YJoEllen Fox

Email address:

DO YOU WANT

TO TESTIFY?
Y or N

Y SB 102

Y SB 102

Y SB 102

Y SB 102

Y SB 102

Y SB 102

Y SB 102



site - Fairbanks SUBJECT OF MEETING:
SB102

COMMITTEE: SFIN

PLEASE SIGN IN









was referred to the
Senate Finance
Committee

Hearing(s) were held

The hill did not move
from Committee



Frank H. Murkowski p 0. BOX 110001
Governor Juneau. Alaska 99BI| 1-0001
o007 2659532
ax -
GOVERNOR<?GOV.STATE.AK.US State of Alaska W S s 182 Gs

Office of the governor
JUNEAU

March 5, 2003

The Honorable Gene Therriault
President of the Senate

Alaska State Legislature

State Capitol, Room 107
Juneau, AK 99801-1182

Dear President Therriault:

Under the authority of art. lll, sec. 18, of the Alaska Constitution, | am
transmitting a bill that would adjust the fees on motor vehicle registration
which have remained the same since 1986.

The bill will equalize registration fees between pick-up trucks ar.d
passenger vehicles, adjust commercial and private vehicle registration fees, and
update vehicle recording and lien fees. Even with the fee increase, the State of
Alaska’s registration fees will be less than the national average and
significantly below an increase based solely upon inflation.

This fee increase will allow the state to maintain the value of the
revenue derived from the user fees and assist the state in closing the fiscal gap
while maintaining essential services.

| urge your prompt consideration and passage of this important bill.

Sincerely,

Frank H. MurkowskKi
Governor
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SENATE COMMITTEE REPORT
First Committee of Referral

DATE: 3/6/03 FURTHER:  Finance
Date of 5-Day Notice:_ 3/| 1*3 DATE TURNED ,
(in accordance with Uniform Rule 23) IN TO OFFICE: 3

Transportation Committee considered SENATE BILL NO. 103

SB 103 MOTOR VEHICLE REGISTRATION FEES

"An Act increasing certain motor vehicle registration fees; and providing for an effective date."

and recommends: Senate BiIll:
[. f same title
be replaced with CS ) [ j new title
House Bill:
adopt previous _ CSs ) [ ] same title
[ j technical title
attached amendment(s) [ ] new: SCR #_
adopt Letter of Intent by Committee
further referral to A-G om rfnttei
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(J
Department Date Fiscal Zero FN# Department Date Fiscal Zero FN#
Adm in. ? Ic SS |
7

[ 1] APPROPRIATION - no fiscal note

Do Do Not

No R
Pass Pass 0 Rec

O bon

Amend



SENATE FINANCE COMMITTEE

SIGN-IN

SB 103-MOTOR VEHICLE REGISTRATION FEES

NAME: — Subject/Bill No: 173
Co./Dept./Title:.i f ¢ H PPIt "N —mmmme- Phone

Address: A Zipi-——-—-

Do you wish to testify? Yes No Respond To Questions

NAME: Subject/Bill No:
Co./Dept./Title: Phone:------------
Address: Zip:

Do you wish to testify? Yes No Respond To Questions

NAME: Subject/Bill No:
Co./Dept./Title: Phone:------------
Address: Zip:

Do you wish to testify? Yes No Respond To Questions

NAME: Subject/Bill No:
Co./Dept./Title: Phone:------------
Address:  * Zip:--m-mmmmmmeeen

Do you wish to testify? Yes No Respond To Questions

SFC-03 -1- 04/04/03
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JUNEAU

March 5, 2003

The Honorable Gene Therriault
President of the Senate

Alaska State Legislature

State Capitol, Room 107
Juneau, AK 99801-1182

Dear President Therriault:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, | am
transmitting a bill that would discontinue the state start-up grants for charter
schools. The state grant program, implemented in FY2002, allocates $500 per
ADM for each new charter school. This funding was intended to supplement
the federal start up grants for charter schools.

The Alaska Department of Education and Earty Development is working
closely with U.S. Department of Education to increase the level of start-up
grants provided by the federal government therefore eliminating the need for
the state supplemental grant program beginning in FY 2005. The state will
allocate to a new charter school $150,000 a year for the first three j'ears and
$45,000 in the forth year for a total of $495,000 in start up funds over the four
year period.

This bill is effective July 1, 2004. The delayed implementation will allow
the state to fulfill its commitment of start-up grants to the existing charter
schools. Any new charter schools approved to operate in FY 2004 will be
eligible for the federal grant funds.

| urge your prompt and favorable action on this measure.

Sincerely,

mFrank H. MurkowskKi
Governor

Juneau. Alaska 99811-0001


http://WWW.GOV

