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House Bill 168: "An Act licensing and regulating pull-tab vendors;
authorizing sales of pull-tabs between pull-tab
distributors; requiring the giving of notice if a
charitable gaming activity location changes;
amending the powers of the Department of
Commerce and Economic Development to revoke
and suspend charitable gaming permits and
licenses; restricting the ability of owners,
managers or employees of vendors and persons
holding charitable gaming permits or licenses to
purchase certain null-tabs; authorizing the
Department of Commerce and Economic
Development to prohibit violations of the
charitable gaming laws; relating to false
statements in charitable gaming license and
permit applications; relating to maximum annual
prize awards; relating to the collection of the
pull-tab tax; and providing for an effective date."

The Department of Commerce and Economic Development supports passage of
HB 168.

We have some concerns we would like addressed in public testimony and they
are so noted.

The proposed legislation in HB 168 by recognizing and setting standards for
"third party vendors" will greatly aid in bringing stability and equality of
enforcement to the charitable gaming industry.

The department was given responsibility for administration of the Alaska
Gaming Reform Act in July of 1989.

Ofmajor concern to the department has been the so-called "third party vendor"
issue. Prior to January 1, 1991 and the issuance of the Attorney General’s
opinion of October 24, 1990, both permittees and operators used vendors (e.g.,
retail outlets, bars, restaurants) to sell pull-tabs on their behalf. That activity
has stopped, except for a very limited basis. The concerns addressed below are
directly related to the Bill Analysis and outlines what the department feels is
minimally necessary to properly administer, license, and regulate vendors. For
those sections that we feel need modifications, we have prepared draft
language. Should legislation recognizing vendors as an authorized class not be
passed this session, the emergency regulations adopted January 16,1991 will be
made permanent as well as those proposed regulations of November 6, 1990 on
which we have already held public hearings. Vendors cannot be authorized by
regulation to conduct gaming activity.
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Section 4. AS 06.15.095. GENERAL PROVISIONS RELATING TO THE
FILING OF APPLICATIONS AND REPORTS AND PAYMENT OF FEES.

We feel that subsection (a) should also be amended to include who may sign the
vendor endorsement application and any other required documentation. This is
an opportunity to technically clean up tne existing Gaming Reform Act of 1988.

We propose the following language:
AS 06.15.095(a) is amended to read:

(6) the owner or owner's agent of a retail establishment, an
eating establishment, or an establishment licensed under

AS 04.11.
Section 7. AS 05.15.180. LIMITATIONS ON AUTHORIZED ACTIVITY.

(g) This section would eliminate the prize awards limitation placed

on permittees that contract with a licensed operator to conduct the
gaming activities on their behalfand would make equal the allowable -
prize awards for both the permittee and operator. Prior to passage of ;
the Gaming Reform Act of 1988, the prize limitation was set at =m
$200,000. The possibility exists that some operators might cut down

on the number of charities they represent if they can make their
profit goal from a smaller number of charities.

We recommend that the charities (permittees) have an opportunity
for public testimony on this issue.

Section 12. AS 06.15.188. PULL-TAB SALES BY VENDORS ON BEHALF OF
PERMITTEES AND OPEP .TORS; VENDOR ENDORSEMENT.

Subsection (d) allows a copy of the permit. To eliminate numerous
infractions, the department now issues only site-specific permits or
licenses. Hie word "copy"” should be stricken. This section which was
originally proposed by the department requires three separate
permits or licenses in tne instance of a permittee contracting with an
operator who also contracts with a vendor. After consultation with
tn© sponsor of HB 168, we suggest this is burdensome and costly for
all parties and now believe only the vendor endorsement should be
required to be posted at the vendor locations. Therefore, we propose
the following language:

(d) The endorsement issued under (c) of this section is an
extension of the permittee’s or operator’s privilege under
AS 05.15.100 to conduct pull-tab sales. A vendor may not
sell a pull-tab series until the endorsement for the new
vendor location and the permit or license has been posted
at the vendor location for which the endorsement was
issued. The endorsement must be clearly visible to the

gaming public.
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Subsection (g) requires a written contract between the vendor and
permittee or operator. However, it only allows that the department
MAY inspect the contract.

The department proposes the following language:

(g) A permittee or operator that uses a vendor to sell pull-tabs
on its behalf shall enter into a written contract with that vendor
and a copy of the contract must be submitted to the department
for approval. Ifthe contract contains provisions that violate this
chapter or the regulations adopted under it, the department may
declare the contract void and refuse to issue a vendor
endorsement for that location.

Subsection (i) requires that the contract between the vendor and
permittee or operator must provide that the permittee or operator
receive no less than 60 percent of the ideal net. It is conclusive that,
where the permittee and vendor have entered into a contract, the
permittee will receive no less than 60 percent of the ideal net. >
However, when a permittee contracts with an operator that uses
vendors, the 60 percent of ideal net received by the operator is not
required to be turned over in whole to the permittee. Tne operator is
then allowed to deduct expenses from this amount and turn over the
remaining”\proceeds to the permittee or simply pay the permittee the
minimum J.5% of adjusted gross receipts, with the operator retaining
the balance as their operator fee. To safeguard tne intent of the
portion of proceeds that is received by the charity (permittee), we
would encourage public testimony from the charities on minimum
percentage they would earn if a 'third party vendor" were used by
the operator. We would endorse limiting the third party vendor to
30-35 percent. If the minimum percentage of adjusted gross receipts
method is used, the department suggests 20 percent instead of the
current 15 percent would be more appropriate.

~+

At this time, the department also feels that the minimum 15 percent of adjusted
gross income required to be paid to the permittee is insufficient for pull-tabs.

If this bill fails to pass this session, as SB 501 and HB 512 failed to pass last
session, we will adopt proposed regulations accordingly and set expense
limitations to ensure expenses are kept to a reasonable limit as provided by
Alaska Statute 05.15.160..

As a whole, this bill may not address all the gaming issues the department has
concerns with, but it would clearly authorize tne use of vendors and provides the
necessary authority for the department to implement those provisions.

GAO/INH/dgl9028D
030191a



% GAMING BILL

A B C D E F G H
1  Charity/Operator Charity/SD Bingo/Operator Rippie/Operator Vendor
2
3 15% 45% 40%
4 15% 45% 40% CHOQUETTE ORIGINAL
5 60% 40%
6
7
a 20% 40% 40%
9 50% 10% 40%
10 60% 40% DONLEY AVENDMEFTT
11
12 20% 40% 40%
13 40% 20% 40% ALTERNATIVES
14 60% 40%
15
]]Zr 20% 50% 30%

50% 20% 30%
1 70% 30%
1
20 20% 50% 30%
21 40% 30% 30%
22 70% 30%
23
24 30% 40% 30%
25 50% 20% 30%
26 70% 30%

Page 1
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45%
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Charity/Self Dir.
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Charities Using Bingo Halls

Choquette Donley Alternative 1 Alternative 2 Alternative 3 Alternative 4

H Charity/Operator H Bingo/Operator IS Vendor



Charities Using Rippie Stores
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Self-Directed Charities Using Vendors

Choquette Donley ~ Alternative 1 Alternative 2 Alternative 3

Charity/Self Dir. SI Vendor
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£Em &t & Voting

0tin W. Ntl«an
Director ol Audit

) ite 801
April 3,1991 EHI%N Northarn Lighls Blvd
Anchorage, ai«jk« 98503

Telephone. (907) 279-1411
Representative David Finklcstcin
Labor and Commerce Committee

RE: HOUSE BILL 168
N _2ULL-TAB OPERATOR REGULATIONS AMENDMENT

Dear Representative Finklestein:

I am avolunteer and Board Member for the Easter Seal Society of Alaska (ESSA)
assisting this organization in its goals to help and give people with disabilities the
“Power To Overcome”. Since ESSA is a nonprofit society, we. depend on revenues
primarily from its fund-raising activities, like pull-tabs. Governor Hickcl's
decision to curtail all third party vendor pull-tab relations on January 1,1991 placed
this voluntary health agency in a very difficult financial situation to meet its
commitments.

W e understand the House Bill 168 dealing with amendments to the pull-tab operator
regulations is still in your sub-committee. ESSA strongly urges your support to
move this bill onto the legislative floor for a vote and passage into law in favor of
third party vendor relations again. This law then will enable us to restart our pull-
tab fund-raising efforts which goes toward providing programs for people with
disabilities.

Your immediate attention and consideration on this matter will be greatly
appreciated by al' those concerned.

Thank you.

Sincerely

Dean w, Nelson
Partner

Representative David Finklestein
Labor and Commerce Committee

c/o Catherine Reardon Fax # 465-2444
Charitable Gaming Sub-Committee
Alaska State Legislature

P.O. Box V

Juneau, Alaska 99811
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Cabner s Reardon

Char 1 table Gam >no Ffub "Com nii. r.ee

RE: House 8i1l 168

| am the? Controller for th.? Laster Seal Society of Alaska.
Prior bo Decomber 31, 1990 wv relied the proceeds from the
sale of pull tabs to provide services to disabled people
that had po where else to turn, When third party vendors
were eliminated as an option in selling pull tabs, the .loss
0f Rroceeds out us in a very difficult” financial situation.

We have had to eliminate 3 positions and reduce our
Services.

It has come to me_attention that House Bill 168 is still n
your committee. This bill deals with regulations concerning
the sale of P““ tabs. | am asking for you help in movinc
this bill out of the commitbee and on to” the floor for it to
be voted on. We need vc-ur immediate heip in this. Once
this bill s passed we will be aole to continue at past

service  levtfi« and 1 mh~L: jv«r. mere M-arek-siTa »ith
disabilities,

Thank you.

3719 Arctic Boulevard
Anchorage, Alaska 99503
907-561%7325 FAX:562-7325

2 'd  83-n 0S/13/80

WOdd
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April 10, 1991

To: Representative Dave Donley
From: Representative Dave Choquette[U/fojL,
Re: HB 168, An act related to charitable gating

I am writing to ask you to schedule the hearing of HB 168, an act

related to charitable gaming at your earliest convenience. I truly
believe it is imperative we address the vendor 1issue that is part
of this bill prior to adjournment this May. Too many self-

directed charities have too much to lose if we do not.

Thank you for your attention to this matter.
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Haines Chamber of Commerce

2nd & Willard Streets
P.O. Box 518 e Haines, Alaska 99827

April 24, 1991

Representative Dave Donley
House Judiciary Committee
Alaska State Legislature

P. 0. Box V

Juneau, Alaska 99811

Re: HB 168
Dear Representative Donley:

HB 168 is awaiting a hearing in your committee, and the Haines Chamber of
Commerce isvery interested in seeing this bill pass this session. We urge you
to hold a hearing on this bill immediately.

The Haines Chamber initiated a pull tab program about two years ago with the
proceeds going to a community betterment program to accomplish some of our
projects which could not otherwise be accomplished without large donations of
money and time. The program has become very successful and we have been
able to do a great deal to upgrade the community.

Pull tab sales were accomplished by the third party vendor method which
came under fire by the Attorney General. Our vendors were actually our own
members selling pull-tabs for us in their establishments. Our percentage was
60%, and the Chamber was very happy with this arrangement.

Under the new system, we must operate our own pull-tab parlour, and the
arrangement isnot nearly as satisfactory. Our expenses are greater which
results in lower profits, and the extra effort on the part of our staff is robbing
other programs.

The third party vender relationship worked well for this organization. We feel
itmakes more sense to have our own members doing sales than to hire people
who have no real interest in the purpose or results of our program. Much is
said about charities not getting their proper sha”e of the proceeds from these
games, but we have not found this to be a problem with our close relationship
with our vendors. And without this method of raising funds we would be back
to minor fundraisers and minor accomplishments.

We appreciate your early consideration and passage of HB 168.

Sincerely,

President

(907) 766-2202 =« FAX (907) 766-3155 = 1-800-458-3579
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May 13, 1991

To: Representative Dave Donley
Chair, House Judiciary Committee.

From: Representative Dave Choquette

Re: CSHB168 (L&C), an act licensing and regulating pull-tab
vendors, etc.

I introduced HB168 for one reason: to authorize vendor sale of
pull-tabs on behalf of charitable organizations. Since 1its
introduction, HB168 has grown into a comprehensive piece of

legislation aimed at refining Chapter 15 of the Alaska Statutes,
the chapter addressing games of chance and contests of skill.

In addition to authorizing vendor sales of pull-tabs, CSHB168:

a. requires permittees and operators to pass an examination
prior to the issueance of a permit or license on the gaming
code and its resulting regulations

b. provides that pull-tabs sold in the state must be
manufactured under the standards set by the North American
Gaming Regulators Association;

c. 1Increases the proportion of the adjusted gross income that
operators must return to charitable organizations;

d. modifies the suspension and revocation section of the
chapter to allow Commerce to suspend permits, licenses and
vendor endorsements only after providing administrative
recourse to the party involved;

e. authorizes distributor to distributor sales of pull-tabs;

f. increases the payout limit in prizes for perfrultrees using
operators from $500,000 to $1 million;

g. requires the in-state licensing of out-of-state pull-feab

* *



manufacturers; and

h. provides a definition for "managerial and supervisory-
capacity”™ 1in order to provide Commerce with a marked increased
in authority to prohibit felons and violators of gambling la
from participating in the gaming industry.

The original purpose of the bill cannot be overstated. The
"third party vendor"™ issue entered the Ilimelight on October 24,
1990, when the Attorney General wrote an opinion stating that use
of vendors (e.g. retail outlets, bars, restaurants, etc.) for the
sale of pull-tabs was not provided for by statute. Vendor sales
of pull-tabs came to a halt January 1, 1991, damaging those
charities that self-direct their gaming activates and curtailing
the returns to charities whose operators contracted with vendors.
Should legislation recognizing vendor sales not pass this term of
the session, vendor sales cannot be authorized by regulation and
not-for-profits will suffer a tremendous loss. It is with this 1in
mind that 1 urge prompt action on this bill.

CSHB168 (L&C) goes a long way to fill the financing void Tfacing
not-for-profits as they confront continued declines in revenues
from block grants, and to address problems existent in the current
gaming statute. I appreciate the work of your committee to
further refine the bill to address ongoing difficulties 1in the
gaming industry and to increase the return of profits provided to
charitable organizations in Alaska.
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Sectional Analysis of CSHB168 (L&C)

An act licensing and regulating pull tab vendors; authorizing sales
of pull tabs between pull tabs distributors? etc.

Sections 1 and 2 amends provisions regarding annual permit fees for
games of chance and skill to require those applying for a gaming
permit to designate a member in charge and at least one alternative
member who have passed an examination on gaming further explained
in Section Nine.

Section 3 amends the notice provisions to require a permittee or
operator to notify the Department of Commerce and Economic
Development (Commerce) 15 days before changing the location of a
gaming activity. This will provide Commerce with greater ability
to track the movement of pull tabs.

Section 4 amends the regulations section of the gaming code to
require Commerce to adopt regulations addressing vendor sales of
pull-tabs. These regulations shall address; the issuance, renewal,
and revocation of vendor endorsements? the requirement of sworn
financial statements from vendors? the civil and criminal
investigation of vendors and their employees? the exclusion from
participation in gaming activities of vendors and their employees
convicted, imprisoned, or on parole for a felony within the
preceding five years, or <convicted of a <crime of theft or
dishonesty or of a violation of gambling law? and the disposition
of funds in possession of a vendor at the time of the surrender or
invalidation of a permit or license.

Section 5 also amends the regulations provisions to require
Commerce to adopt and amend from time to time regulations regarding
pull-tabs consistent with the standardson pull-tabs of the Nor<h
American Gaming Regulators Association (see enclosed”

Section 6 provides Commerce with the authority toexamine theiV
books and records of a vendor.



Section 7 provides that all applications and reports required by
Commerce and applicable to vendors be signed by vendors under the
penalty of unsworn falsification.

Section 8 requires that a vendor may not sell pull tabs when a
report or fee is delinquent.

Section 9 requires permittees to designate a member in charge and
at least one alternate member in charge of the gaming activity.
The member in charge and her alternate must have passed a test on
the content of the gaming chapter and regulations adopted under the
chapter. Commerce shall formulate the exam and administer it at
least four times a year.

Section 10 amends the provisions regarding the duties of the member
in charge to include responsibility for monitoring the performance
of the operator with whom the permittee has contracted. It also
provides that the alternate members in charge be members of the
charitable organization or municipality and be responsible for the
duties of the member in charge when she is absent.

Section 11 adds a new subsection to the member 1in charge section
to provide the permittee with six months to replace a designated
member in charge or sole alternate member in charge no longer able
to serve. The designees are required to have passed the gaming
test within this six month interim.

Section 12 amends the operator provision of the chapter to require
all licensed operators to have passed a test on the gaming chapter
and on regulations adopted under it before the license is issued.

Section 13 amends existent statute and provides that a municipality
may by ordinance prohibit all operators or all vendors from selling
pull tabs within the municipality.

Section 14 increases the proportion of the adjusted gross income

to be returned to the charitable organization by operators. Bingo
halls are required to return for two consecutive quarters at least
20% of the adjusted gross income. Operators using retail outlets

and operators conducting other gaming activities not described in
(A) or (B) are required to return at least 50% of the adjusted
gross for two consecutive quarters.

Section 15 modifies the suspension and revocation section of the
chapter to allow Commerce to suspend permits, licenses, and vendor
endorsements, only after giving notice to the party, and allowing
for a hearing on the issue. Presently, Commerce can suspend
licenses and permits before allowing for a hearing on the issue.
Section 15 also provides another condition for suspending or
revoking a permit, license, or endorsement. A permit, license, or
endorsement may be revoked if the permittee, licensee, or vendor
is delinquent on sales taxes owed to a muncipality on a charitable
gaming activity.



Section 16 increases the payout Ilimit for permittees using
operators from $500,000 to $1 million. Our aim here 1is to better
serve the charities. IfT this provision 1in any way harms their
interests, it should be removed.

Section 17 requires out-of-state manufacturers of pull-tabs to have
a manufacturer®s license issued by the Department of Commerce
before they may sell or supply pull-tabs to persons in the state.

Sections 18. 19. 20. and 21 authorize distributor to distributor
sales of pull tabs and provide for the collection of the pull tabs
tax up-front. Additionally, they prohibit distributors from taking
a purchase order, selling, or delivering a pull tabs series to a
vendor location. This is necessary to provide for the payment of
pull tabs proceeds directly to the permittee or operator when they
deliver the pull tabs to the vendor location.

Section 22 amends general provisions guiding the operation of pull-
tab games and prohibits a permittee, licensee, or vendor and their
employees from purchasing a pull tab sold by the permittee,
licensee, or vendor. It also provides that operators who own a
distributorship in whole or in part may not purchase pull-tabs from
their distributor wing unles more than 50% of the distributor®s
sales are made to permittees, operators, or distributors that are
wholly independent from the distributor.

Section 23 authorizes vendor sales of pull tabs. In doing so it
provides that a permittee or operator may contract with a vendor
for the sales of pull tabs. Section 23;

a. requires a permittee or operator to first apply for
a vendor endorsement and submit an endorsement fee of $50
payable by check to Commerce. This fee is to be paid by
the vendor?

b. provides Commerce with authority to approve or
disapprove the application within 30 working days of
receipt of the application?

C. states that an endorsement 1is an extension of the
permittee®"s or operator®s privilege to sell pull tabs?

d. requires a written contract between the vendor and
the permittee or operator that provides that the
permittee or operator shall receive no less than 70% of
the ideal net. This contract must be submitted to
Commerce for approval. IT the contract violates the
chapter, the department may refuse to issue or renew the
vendor endorsement?

e. requires the vendor to pay an amount equal to the
ideal net minus the vendor compensation to the permittee
or operator upon delivery of the pull tabs to the vendor?
and



f. allows a permittee or operator to contract with more
than one vendor as well as allows a vendor to contract
with more than one permittee or operator.

Section 24 amends the section on orders prohibiting violation of
the gaming chapter. It provides Commerce with authority to take
action against a vendor, and not the permittee or operator, if the
vendor 1is in actual violation of this statute. In the past, the
only recourse Commerce had to penalize vendor infractions, was to
pull the permittee or operator license. This amendment will allow
charities to continue to conduct their gaming activities,
notwithstanding violations by their vendors.

Section 25 provides that a person who submits an application for
a permit, license, or vendor endorsement with intent to mislead a
public servant is guilty of unsworn falsification.

Section 26 adds definitions for ideal net, managerial and
supervisory capacity, permittee, and vendor.

Section 27 is a transitional provision requiring Commerce to
prepare the permittee and operator tests required by Section 9 and
Section 12 of the bill so that the test may first be offered by
January 1992.

Section 28 provides that those sections of the bill addressing
tests on the gaming chapter take effect January 1, 1993.

Section 29 provides for an immediate effective date for all other
sections of the bill.
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NORTH AMERICAN GAMING REGULATORS ASSOCIATION
STANDARDS ON PULL TABS

FURPOSE: Publication of these recommended standards should not
be construed as an endorsement of this form of legalized
gambling. These standards are intended to provide regulatory

guidance to jurisdictions which are contemplating or have enacted
legislation which permits the legal use of pull tabs.

PULL TAB STANDARDS:
DEFINITIONS:
CURRENT STANDARD
None
PROPOSED STANDARD

Pull tab means the gaming pieces used in a game of
chance which are completely made of paper or paper
products and which conceal numbers or symbols that must
be exposed by the player in order to determine wins or
losses. The devices are known 1in various jurisdictions
as break open, hard cards, banded tickets, jar tickets,
pickle cards. Lucky Seven cards, Nevada club tickets,
and other such names.

When it is necessary to differentiate between types of
pull tabs, the term "break open" shall be used to refer
to games in which the piece is made of card board, has
between one to five windows behind which are winning
and losing symbols and which must be revealed by the
tearing off of a covering "window".

The term "banded ticket”” shall be wused to refer to
those games in which the game piece is made of paper
and in which the winning or losing symbols are covered
by folding that paper and then banding the folds with a
separate piece of paper. These tickets may or may not
be stapled into small booklets.

(The terms wused here are an effort to standardize

language for all jurisdictions. In the past, the ternm
"charitable gaming tickets" was utilized, however since
then many jurisdictions have legalized pull tabs but

have allowed them for commercial or private enterprise.
Thus, the committee proposes this new term.)



c. Three or more high tier winners located in the
same general location in at least thirty percent
of the series examined; or equal numbers of high
tier winners in each row of a series in at least
thirty percent of the series examined.

d. No winning pull tab in a specified row in at least
seventy percent of the series examined.

e. No winning pulltab in a general location at the
end of each rowin at least seventy percent of the
deals examined.

f. No winning pull tab in a section of a row
containing 150 pull tabs in one hundred percent of
the series examined.

A high tier winning pull tab is one in which the prize
is 50 times the price of the ticket or more or at least
the top two tiers. General location shall mean a range
of pull tabs as follows:

a. In a game consisting of 2400 tickets or more then
general Jlocation means a range of 40 pull tabs or
less.

b. In a game consisting of 1500 to 2399 tickets then
general location means a range of 25 pull tabs or
less.

C. In games consisting of fewer than 1500 tickets,
general location means a range of 15 pull tabs or
less.

Banded tickets packaged 1in bags, vrather than boxes,
shall be subject to the above requirements. In order
to test for compliance, bagged pull-tabs will be
divided 1into horizontal or vertical rows and then
measured against the above criteria.
MINIMUM INFORMATION
CURRENT STANDARD

Minimum information printed on a pull tab or breakopen
and, if starred, on a jar ticket.

*1. Name of manufacturer or 1t3 distinctive logo.
2. Name of game.
3. Manufacturer®s form number.

4. Price per individual charity gameticket.



PROPOSED STANDARD

The game shall must be designed, constructed, glued and
assembled in such a manner as to prevent determination
of a winning or losing ticket without removing the tabs
or otherwise uncovering the symbols or numbers as
intended.

Each ticket in a series/deal must bear the same serial
number. There shall not be more than one serial number
in each series/deal. Additionally, no serial number
used on a series/deal of pulltabs may be repeated on
that same manufacturers form number within a three year
period.

The number(s) or symbol(s) must be fully visible in the
window and shall must be placed so that no part of a
symbol or number remains covered when a tab is removed.
Displacement of the symbols to the left or right in a
window is allowed for increased game security.

The window slits on each break open shall be perforated
on all three sides. All break opens are required to be
glued on all four edges and between each window. The
glue must be of sufficient strength so as to prevent
the separation of the laminations of the ticket.
GUILLOTINE CUTTING VARIATIONS
CURRENT STANDARDS
It must not be possible to isolate winning or potential
winning tickets from variations in size or the
appearance of a cut edge of the charity game tickets
comprising a particular game.
PROPOSED STANDARDS
No change.
COLOR OR PRINTING VARIATIONS
CURRENT STANDARDS
It must not be possible to detect or pick out winning
charity game tickets from losing tickets through

variations in printing graphics or colors, especially
those involving different printing plates.

PROPOSED STANDARD

No change.



warning to the purchaser that the game may have
been tampered with if the package, box, or
container was vreceived by the purchaser with the
seal broken.

2. A game®s serial number shall be clearly and
legibly placed on the outside of the game-"s
package, box or other container or be able to be
viewed from the outside of the box.

3. For games shipped to any state that requires a
state identification or revenue stamp be placed on
the flare by a manufacturer/distributor, the flare
for the game shall be Jlocated on the outside of
each game"s sealed package, box or other container
so that the secured container need not be Dbroken
to place the stamp.

4. Each series/deal of pull tabs must contain a
packing slip placed inside the package containing
the name of the manufacturer, the series/deal
number, date of the series/deal was packaged or
that information may be placed on the flare.

5. Manufacturers must print on the outside of the
package or container of pull tabs the following
message; "Pull tabs must be removed from the

packaging container and thoroughly mixed prior to
sale to the public.”

6. Every manufacturer must seal or tape, with tamper
resistant seal/tape, -every entry point 1into a
container of pull tabs prior to shipment. The

seal or tape must be of such construction from the
manufacturer as to guarantee that should the
container be opened or tampered with, such
tampering or opening would be easily discernible.

DEFECTIVE GAME
CURRENT STANDARD

None
PROPOSED STANDARD

1. Defective pull tabs with defects that do not
affect game security or playability. An example
would be printing out of register, uniform bad
color, poor appearance, etc. Action level 1.

2. Pull tabs with defects that may affect game
security but are limited to a specific number of
deals of a particular form, or the defect is not



PROPOSED STANDARDS

Every aeries/deal of pull tabs must have a flare that
must have printed on it the following information, at a
minimum;

1. Name of game.

2. The manufacturer name or logo.

3. The form number.

4. Ticket count.

5. Prize structure, to include the number of

winner by denomination with their respective
winning symbol/number combination.

6. The cost per play.

7. A provision to allow "cross out" or"check
off" of a minimum of the top three winning
tiers excluding multiple winner tickets.

TRACKING
CURRENT STANDARDS
None
PROPOSED STANDARDS
Every manufacturer of pull tabs must be able to track

each pull tab from the manufacturer to the next point
of sale and must retain that information for at Ileast

42 months.



RULES OF PLAY

The flare accompanying the deal/series containing all
required game information must be posted in the vicinity of
the game and in view of the players while the deal 1is 1in

play.
Pull tabs cannot be sold from the original container.

Pull tabs must be thoroughly intermixed prior to being
offered for sale. n "X

All winning tickets must have the winning symbol/number
defaced or punched when red”eme”by the gaming organization.

ALl winners and unsold pull tabs must be kept for a time
sufficient to allow auditing by the regulators. Such time
to be determined by each individual regulating body.

All pull tabs must be properly destroyed, i.e., by burning,
shredding, or in some other manner that shall prevent anyone
obtaining the used, defaced, or unsold tickets and
attempting to reuse that ticket or any portion thereof.

Because a limited number of people possess information about
the financial status of the deal in play, and because those
people may violate the integrity of the deal, the general
public may be placed at an unfair disadvantage. Operators
must apply strong management practices to educate and
monitor their employees to make that information secure and
take 1immediate and strong action to penalize employees for
the distribution of that information.

All employees of a gaming licensee should be prohibited from
buying or playing pull tabs at their place of employment.

It should be required that the operator/gaming organization
verify the serial number and winner protection for all
winning tickets redeemed.

It is recommended that all operators/ov rs, managers, and
other "significant personnel™” should be licensed by
regulators and that such Jlicenses should be 1issued only
after a background investigation and adequate training

It cannot be emphasized strongly enough that the proper
regulation of gaming requires that adequate enforcement
levels and funding be provided from the 1inception of the
gaming activity. CA*cV \I'JS &

[It is recommended that all games of pull tabs must be
played with the requirement that as winning tickets are
redeemed, that a "mark off" or ‘“check off" system s
utilized so that that information is available to all other

11



Coalition for Non-profit Gaming

COMMENTS BEFORE THE HOUSE LABOR AND COMMERCE COMMITTEE
HB168
3/5/91 VIA TELECONFERENCE

Sec. 1
No change
Sec. 2

(5) CNG questions the value of requiring background checks and finger—
printing of ALL EMPLOYEES at every level. Perhaps this should be modi—

fied to include only managerial and supervisory personnel.

(® CNG regards this as overly stringent. We suggest that 1ihe phrase

"within the preceding five years”’be moved to the end of the sentence.

(©)) CNG believes 1in sound record-keeping practices. However, the re—
quirement that all receipts be deposited in a bank 1is not always possi—
ble in rural Alaskan communities that lack a Jlocal bank brancn. Fur—
ther, we doubt that requiring this of vendors serves a practical pur—
pose, as, elsewhere in the bill, ail moneys due the permitee have been

paid by the vendor on delivery of the game.

CNG therefore recommends that this sentence be terminated after the word

"record” on line 2, and the remaincer he struck.

Sec. 3

No specific recommendations

Sec. 4

No specific recommendations

Sec. 5

CNG recognizes a grammatical error contrary to the intent: 3y using the
singular words "operator™ and "vendor”’, a municipality could in fact,
prohibit one operator or vendor while allowing others. As weii, since
some municipalities are in fact, permitees themselves, they could selec—

tively limit competition.

Coalition far Non-profit Gaming



CNG therefore recommends that the words "operator"™ and "vendor"™ on line
23 be changed to the plural form and that the word ™"an"™ be stricken.
This would keep local control, whil® 3™ %2 :_inc. selective discrimina—
tion.

Sec. 6

CNG believes that a typo exists on line 27. We are not aware of a
"commission". This phrase should read-, (a) The commissioner may sus—
pend ...~”~

Sec. 7

No specific recommendations

Sec. 8

CNG % steering committee voted unanimously to support the changes pro—
posed by Roger Cunningham m his written testimony so long as they do
not jeopardize the passage of the basic third-party bill.

Sec. 9

CNG B steering committee voted unanimously to support the changes pro—
posed by Roger Cunningham inhis written testimony so long as they do
not jeopardize the passage of the basic third-party bill.

Sec. 10

(subsection (e) CNG believes that distributors perform a valuable serv—
ice by delivering pull-tabs. Therefore, item (3) should be struck OR
AMENDED to add "without specific, written authorization by the permitee
or operator™.

Sec. 11

(Subsection (h) CNG recognizes the wisdom and intent of this section.
However, many permitees self-police by sending a person in a managerial
capacity to purchase pull-tab(s) on an irregular basis, thereby AUDITING
the serial number(s) being sold by the vendor. We point this out as in—
formational, but will conceed the point if it the committee S will.

Sec. 12

Before beginning the specific comments on AS 05.15.188, which 1is in fact
the most operative section to this bill, CNG is somewhat concerned that
while this section specifically allows vendors to contract with permi—
tees, THERE IS NO WORDING WHICH SPECIFICALLY ALLOWS THE VENDOR S EM—
PLOYEES TO SELL THE PULL-TABS ONCE THEY ARE PLACED AT THE VENDOR®"S LOCA-—
TION. Are we to ASSUME that this point 1is ASSUMED? Recent Attorney

Coalition for Non-profit Gaming



General's opinions cause us a certain anxiety on this point.

(Subsection (a) CNG believes that the $50 fee detailed on 1 < V-,
not been justified on the basis of processing costs by the Department of
Commerce. We urge that the committee ask for such cost justification
beforeeputting a firm amount into statute. CNG further believes that
the cost of vendor endorsements is adequately compensated for by the 31

Gaming Tax currently levied.

(Subsection (a) CNC believes that no purpose wcuid be served by the re—
quirement on lines 19-21 that the Jlocal municipality be so advised.
This places a large paperwork burden on municipalities for which there

has been no testimony 1in support.

(Subsection (b) CNG believes that the department can ana should process
vendor applications in 15 days or less, not 20 days as written. (Item

(b), lines 21 and 22)

(Subsection (e) CNG believes that the vendor should be made responsible
for changes in HIS location. Can this wording be modified to require
the vendor to first notify the permitee or operator, who will in turn,

notify the department?

(Subsection (f) Once again, there has been no justification of the $50

fee for vendor endorsements.

Subsection (h) CNG urges that section (h) be struck in its entirety OR
that the wording be modified to include the permitee®s or operator ™ de—

signee (distributor) to deliver to a vendor.

(Subsection (i) CNG realizes that the matter of percentage is a sensi—
tive one. 3y unanimous vote of the steering committee, 35% compensation
to vendors was endorsed. We offer this as a consensus of more than 70

members from all facets of the gaming community.

(Subsection (j) CNG would be more comfortable if this section specifi—

Coalition for Nonprofit Gaming



cally allowed for a percentage split between the vendor and the permi-

tee/operator.

(Subsection (k) CNG believes, absent any compelling arguments for its
inclusion, that this provision works a hardship on small, rural communi—
ties where most community leaders wear several hats. CNG urges that it

be struck.

CNG believes that an error-of-omission occurred in the
drafting of HB16B. In current statute, Sec. 05.15.160. Au-—
thorized Expenses, lists the various expenses allowed to be
incurred or paid. CNG BELIEVES THAT THE WORDS "Compensation

Paid to Vendors"™ should be included as a new subsection in
AS 05.15.160.

Coalition for Nonprofit Gaming
Page*
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Thk YEAR IN REV IWff

The Alaska Gaming Reform Act of 1988 (HB 299, Chapter 99, SLA 1988) took
effect on September 2, 1988. The state’s games of chance and contests of skill
program has undergone major changes since that date. Many of the issues that
were addressed in the Reform Act are still being dealt with by the present

administrators of the program.

During the period of September 2,1988 to June 30,1989, many provisions of the
new law were not fully implemented or, more importantly, enforced. This may
partially be explained by the fact that the Department of Revenue was
transferring administration of the program to the Department of Commerce and
Economic Development, Division of Occupational Licensing, on July 1, 1989.
The transfer was accomplished under Executive Order No. 74.

Since transfer of the gaming program, the Division of Occupational Licensing —
responding to numerous industry complaints and a very large increase in
gaming activity within the state - has taken an active role in administration of
the program. Regulations affecting the ability of the division to effectively
enforce the law were drafted and public hearings were held statewide. These
regulations are presently in the Attorney General's office undergoing final
review prior to implementation.

Additional staff have been hired: a manager for the Gaming Program
(authorized in the FY 90 budget) and a receptionist. The division opened a
Fairbanks field office and transferred an investigator previously housed in
Juneau to that office; the new (part-time) receptionist is also located in
Fairbanks. The division now has offices in Anchorage, Juneau, and Fairbanks
to serve both the gaming industry and the public.

Charitable gaming in Alaska has moved out of the bingo halls and into many
retail and eating establishments and bars in almost every community in the
state. The proliferation of pull-tab sales since the adoption of the Reform Act
has had a marked impact on many of these communities. It is the intent of the
division to fund a study to more accurately determine the social and economic
characteristics of those actively involved as ooniwtimers of gaming activities and
to assess community impacts.



From the outset of transfer of the program to this department, it was apparent
that many persons not Licensed as operators were nevertheless conducting
gaming activities on behalf of organizations holding valid gamins permits
(hereinafter "permittees”). The result of this illegal activity has been difficult to
measure due to the lack of proper accountability and reporting by the
unlicensed operators. We are aware, however, of at least one bingo hall
operation ran by an unlicensed individual which closed its doors late last fall
having failed for over six months to remit any gaming proceeds to many of the
organizations lending their permit to the unlicensed operation.

The division has utilized staff from its other licensing areas to aid the gaming
staff in organizing and managing the program and its work load. The division
has fully automated the program, including development of a data base which
was used to produce the statistical data provided in this report, This is the first
comprehensive capturing of the annual financial statements filed by
permittees. Because the 1988 data was not complete when last year's report to
the Legislature was filed, the division has included both final 1988 financial
statement data as well as all the data from the 1989 financial statements
received through April 15,1990.

FY 90 gaming revenue from (a) gaming licensing fees, (b) the 3% pull-tab
assessment, and (c) the 1% net proceeds Fee presently totals $1.26 million. We
estimate total gaming revenue for FY 90 to reach $1.5 million, with less than
one-third of those funds appropriated to administration of the program itself.
The remaining $1.0 million is available to the general fund.

Below is a listing of a number of the current major issues identified by the
division pertaining to charitable gaming in Alaska. It is by no means an
exhaustive list.

1. Statutory amendments and/or comprehensive regulations are
needed to address the following issues:

A. Vendor (third party) sales of pull-tabs.

B. Advertising and conduct of gaming activities on the airwaves.



C. Licensing ofout-of-state manufacturers.

D. Reduction of the operator bonding requirement, or
enactment of a surety fund to protect permittees.

Increased gaming staff is needed to provide training for
permittees and to further insure compliance with gaming
statutes and regulations.

A comprehensive review of the criteria for establishing the
eligibility of an organization to qualify for a gaming perm** is
needed to determine whether all presently licensed permittees
are truly "qualified" organizations and whether the existing
statutory language is too broad or needs clarification. We are
also concerned that permits have been issued to organizations
that do not meet existing criteria.

There must be a thorough review of the use of gaming-derived
proceeds by permittees and operators. Some questions to
consider:

a. Are only authorized, bona fide, and reasonably
necessary fees and expenses being deducted from
proceeds by operators and vendors? Given the present
1989 gaming aata, we are concerned, despite the obvious
growth in gaming activity, that permittees are receiving
a smaller percentage of the charitable gaming dollars
spentin the state.

b. Are net proceeds going to permittees being properly
used by the permittee to benefit persons within that
permittee’s local community and are the funds expended
for legitimate uses? Given the growth of gaming
fund-raising occurring statewide through vendor ana
operator sales, how do we determine proper "local"
expenditures by permittees?



LICENSED OPERATORS

Under the Alaska Gaming Reform Act, AS 05.15.100 was amended by adding a
new subsection authorizing the department to issue operator licenses to natural
persons, qualified organizations, or municipalities to conduct charitable gaming
activities on behalf of authorized permittees. Licenses are effective for a

calendar year.

The state issued seven (7) operator licenses in 1988 and twelve (12) licenses in
1989. Operator-conducted gaming activity now accounts for almost 50% of the
total gross for charitable gaming.

As of April 15,1990, the department had received nineteen (19) applications and
has issued fifteen (15) operator licenses for 1990. The increase is directly
attributable to the division’s enforcement of the Reform Act’s operator licensing

requirements.
Operator Statistics

These statistics reflect the gaming activity conducted by licensed operators on
behalfof permittees:

1988* 1989*

Gross Income
Prizes Awarded

AGI (Adjusted Gross
Income*¥*)

Operator Fees
and Expenses

Total Net Proceeds
to Permittees
from Operators

Percentage of AGI
Paid to Permittees

Net Proceeds
as a Percentage
ofthe Gross

$20,584,176

[16,757,968]

3,826,208

T3,156,57.01

$ 675.393

18%

3%

$53,583,880

[41,409,338]
12,174,542

U0.617.7601

$2,497,075

21%

5%

*These figures are based on unaudited permittee reports; therefore,
the gross receipts minus the prizes awarded and operator fees and
expenses do not balance to the reported permittee net proceeds.

**The Adjusted Gross Income (AGI) is defined as gross income less
prizes awarded and any state, federal or municipal taxes paid or
owed on the income.



FULIFrTAB DISTRIBUTORS

Under the Alaska Gaining Reform Act, AS 05.15 was amended by adding a new
section, AS 05.15.184, authorizing the department to issue pull-tab distributor
licenses to persons distributing pull-tabs to permittees. The section also
requires pull-tabs to be distributed from a location in Alaska only. Licenses are
effective for a calendar year.

The department issued 15 pull-tab distributor licenses in 1988 and 23 licenses
in 1989. Licensed pull-tab distributors were located in the following cities:

1288 1289 i m

(as of
4/15/90)
Anchorage 7 12 12
Cordova 1 1
Fairbanks 4 5
Juneau 1 1
Ketchikan 1 1
Nome 0 1
Sitka 0 1
W asilla 1

Total 15 22 22



The following is a breakdown of charitable gaining permits issued to qualified
organizations and municipalities under- AS 05.16.020 for the last ten years:

Year Number of Permits
1979 564
1980 578
1981 622
1982 703
1983 779
1984 763
1985 788
1986 1,011
1987 1,040
1988 1,026
1989 1,042
1990 (as 0f04/15/90) 425

The division has opened a total of 32 investigations since January 1, 1990.
These range from counterfeit pull-tabs to potential embezzlement. Seventeen
(17) notices of violations have oeen issued since January 1, 1990. These range
from minor infractions to operating without licenses and permits.



The division has implemented a policy of requiring all 1989 annual financial
statements to be filed prior to the issuance of a 1990 permit. This has resulted
in many permit applications and financial statements being returned for
additional documentation prior to a 1990 permit being issued. In past years,
permits were automatically renewed and the annual financial reports were
often either not filed or in substantial nancompliance. Holding the permit
pending compliance has increased effective reporting and has enforced
compliance with gaming laws and regulations.

We have completed three field audits of pull-tab distributors and will have
audited all distributors by year’s end. All operators will also be audited.

STATISTICAL DATA OVERVIEW

The data shows substantial growth in gross charitable gaming receipts but
reduction in net proceeds available to permittees:

Im 1987 1988* 1989

Gross Receipts $63,936,774 $62,163,749 $87,524,470 $115,160,891
Prizes Awarded [48,182,821] [51,613,7461 [69,095,076] [86,319,035]
Expenses and Taxes f71096.7731 [6,358.0151 rio.982.3991 n 6.554.6021

Net Proceeds s OOMBY  $4191988 10256316  $ 9.141.529

Accompanying this report are additional tables and graphs providing further data
regarding the state’s gaming activities. The division will issue a final report once all
1989 financial statements nave been received and a number of significant audits

have been completed.

Questions regarding the information contained in this report should be addressed to
John Hansen, Gaming Program Manager, or Randall Burns, Division Director.

¢Annual statements are unaudited, resulting in statistics based on reports as filed,;
therefore, gross receipts less prizes and taxes do not balance to total reported net

proceeds.
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Department of Commerce and Economic Development
Division of Occupational licensing
Games of Chance and Skill Section

GAMING RECEIPTS, EXPENSES AND NET PROCEEDS

1960-1989
PRIZES AND
PERMITS  GROSS EXPENSES  NET
YEAR  |SSUED RECEIPTS AND TAXES PROCEEDS
1960 162 $ 649,793 $ 553,440 $ 96,363
1961 283 793,506 630,562 162,944
1962 284 734,619 599,550 135,069
1963 293 906,073 713,172 192,901
1964 333 1,035,506 861,949 173,637
1965 339 1,375,022 1,184,815 190,207
1966 386 1,516,289 1,253,442 262,847
1967 386 1,790,560 1,529,155 261,405
1968 406 1,970,723 1,654,935 315,788
1969 419 1,558,197 1.265,360 292,359
1970 394 2,101,408 1,716,170 385,238
1971 418 1,735,671 1,398,125 337,[J46
1972 457 1,928,404 1,621,008 307,396
1973 469 4,154,869 3,508,589 646,280
1974 505 3,318,427 2,838,173 480,254
1975 441 3,894,584 2,784,566 1,110,018
1976 443 7,477,337 6,400,297 1,077,040
1977 490 9,093,043 7,481,551 1,611,492
1978 550 11,046,034 9,214,874 1,831,160
1979 564 12,766,697 10,499,542 2,267,155
1980 578 17,641,692 14,828,135 2,813,557
1981 622 20,534,498 27,117,447 3,417,051
1982 703 23,644,716 18,844,032 4,800,684
1983 779 30,126,943 24,641,267 5,485,676
1984 763 41,666,994 35,744,570 5,022,424
1985 788 45,779,308 35,705,733 10,073,575
PERMITS GROSS EXPENSES  NET
USAR ISSUED RECEIPTS PRIZES AND TAXES PROCEEDS
1986 1,011 $63,936,834  $48,182,821 $ 7,097,123 $ 8,656,890
1987 1,040 62,163,749 51,613,746 6,358,015 4,191,988
1988* 1,026 87,524,470 69,095,076 10,957,143 10,256,316
1989* 1,042 115,160,891 86,319,035 16,564,602 9,141,529

*1988 and 1989 Annual Statements are unaudited, resulting in statistics based on
reports as filed; therefore, the gross receipts minus prizes, expenses and taxes do not
balance to reported permittee total net proceeds.
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DepartmentofCommerce and Economic Development
Division of Occupational Licensing
Games of Chance and Skill {faction

PERMITTEE ACTIVITY

1988

Gross Receipts $87,524,470.81*

Taxes [ 25,256.00]

Prizes Awarded [ 69,095,076.45]

Expenses r10.957.143.611

Net Proceeds 110,256316,M

Percent Net Proceeds of Gross Receipts: 11.7%
Breakdown of Expenses:
Rent $1,497,446.88 Ticket Printing $
Janitorial 273,710.64 Pull-Tab IHirchose
U tilities 286,074.37 Bingo Supplies
Building Repair 176,354.00 Supplies
Building Depreciation 199.869.88 Other Printing
Building Insurance 159.432.89 Postage
Contract Services 1,145,639.45 Equipment Purchase
Accounting 81,980.00 Equipment Repairs
Wages 2,259,437.01 Non-Alcoholic
Payroll Taxes 193,346.52 Door Prizes
Prof. Services 0.00. Advertising
Permit Fees 23,881.87 From Operator (Expenses)
Pull-Tab Tax 128,622.49 Door Prizes

Other Expenses 1,270,288.87

SAll nunoers are as reparted by the permnittees and may not lelance,

72,645.88
1,463,966.43
200,748.42
416,075.28
239,804.99
34,333.39
170,507.79
18,708.07
158,793.33
349,592.70
0.00
55,156.65
0.00



Gross Receipts

DepartmentofCommerce and Economic Development
Division of Occupational Licensing
Gamesof Chance and Skill Section

PERMITTEE ACTIVITY
1989

$115,160,891.14*

Taxes

Prizes Awarded

Expenses

Net Proceeds

Percent Net Proceeds is of Gross Receipts:

Breakdown of Expenses:

[

9,576.79]

[ 86,319,035.34]

Liejaim aii

$ 9.141.529.23

7.9%

Rent $1,764,230.04 Ticket Printing N 70,707.84
Janitorial 261,565.71 Puli-Tab Purchase 2,009,454.14
Utilities 229,612.23 Bingo Supplies 241,414.39
Building Repair 166,461.89 Supplies 453,025.60
Building Depreciation 84,530.79 Other Printing 293,143.44
Building Insurance 113,563.50 Postage 57,108.41
Contract Services 2,404,351.07 Equipment Purchase 216,856.68
Accounting 510,277.68 Equipment Repairs 11,985.01
W ages 3,149,686.13 Non-Alcoholic 141.274.72
Payroll Taxes 477.694.52 Door Prizes 283.155.72
Prof. Services 0.00 Advertising 0.00
Permit Fees 81,581.38 From Operator (Expenses) 1,551,900.46
Pull-Tab Tax 592.738.53 Door Prizes 0.00
Other Expenses 1,552,887.74

+All nuners are as reparted by the pemmttees and may not bdlance,



Department of Commerce and Econntic Development
Division of Occupational Licensing
Gamer of Chance and Skill Section

OPERATOR STATISTICS
1202

These statistics reflect the gaming activities conducted by licensed operators on behalf of permittees for 1989.

Adjusted Gross Percent of Net Net Proceeds

Name of Operator Gross Receipts frizes Awarded Incgan Proceeds to AGI to Permitt-eew
Edward A. Dilley $ 9,521,662.67 $ 7,730,977.46 $ 2,150,685.21 15.79% $ 339,797.08
Jay H. Hunison 4,574,822.00 3,561,415.00 1,013,407.00 25.41% 257,583.36
Robert Thomas 7,084,200.00 3,854,898.00 3,229,302.00 18.26% 589,732.00
Sue Griffin 16,960,378.00 13,667,221.00 3,292,157.00 24.87% 818,768.00
Shisue Ruebel 243,443.00 200,378.50 43,064.50 37.31% 16,068.24
Dwight McBride 2,631,174.00 2,030,929.00 600,245.00 15.00% 90,038.00
Steve Cooper 424,661.50 319,820.51 104,840.99 9.56%™* 10,032.73
Kenneth A. Dole 15,500.00 6,000.00 [9,500.00] ** [10,602.13]
Joseph Nyquist 5,876,022.50 4,658,152.24 1,217,870.26 15.82% 192,715.56
John Bloom field 1,761,047.00 1,310,602.00 450,445.00 15.09% 67,987.00
Peter D. Kraemer 4,591,107.50 3,854,670.00 736,437.50 14.02% 103,294.97
Ruth Shannon 677.195.00 527.759.00 149.436.00 15.00% 22.415.00
Totals $5.4 3fiL.212.17 S41.722.822.71 812.638.350.46 $2,427,22291

These figures are based on the unaudited reports filed by operators and differ from the figures compiled from the
reports filed by permittees (see page 4); therefore, the gross receipts minus the prizes awarded may not equal the
adjusted gross receipts.

"Net proceeds" are the amounts operators paid to tha various permittees on whose behalf the operators conducted gaming
activities. The minimum that operators are required to pay the permittees is 15% of the "adjusted gross income." ror
purposes of determining whether an operator is in ccmpliance with this requirement, onehas to review the amount paid
to each individual permittee and not the reported total amounts stated above.

The Adjusted Gross Income (AGI) is defined as gross income less prizes awarded, and anystate, federal or municipal
taxes paid or owed on the income.

"failure remit at least 15% of AGI resulted in the suspension of this operator's license.
**This operator was in operation for only the last quarter of 1989. If he fails after the first quarter of 1990 to
remit 15% of the AGI to his permittees, his license will be suspended.

JH/dgl6755D
042090c
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MEMORANDUM State of Alaska
Department of Law

10 Honorable Jane Angvik ar* October 24, 1990
commissioner
Department of Commerce WLE NO: 663-90-0399

and Economic Development
TIL NO 465-3600

SUBJECT Charitable gaming and
third-party vendor*

(&r-
Gary 1( Kmendela
Assistant Attorney General

You have asked whether the Department of Commerce and
Economic Development (the department) has the authority to adopt
regulations to allow a so-called third-party vendor to engage in
charitable gaming activities either for a permitted municipality
or a permitted qualified organization directly, or for a licensed
operator acting on Dbehalf of a permitted municipality or a.
permitted qualified organization. In our opinion, the department
does not have that authority.

Under the Alaska Gaming Reform Act, AS 05.15, only a
municipality or a qualified organization can obtain a permit to
conduct certain charitable gaming activities. AS 05.15.100(a) and
(b . In addition, under AS 05.15.100(c), a municipality, a
qualified organization, or a natural ©person may obtain an
operator®s license in order to conduct charitable gaming activities
on behalf of a permitted municipality or qualified organization.
In the past few years, permittees (municipalities and qualified
organizations) and licensed operators have contracted with various
businesses (primarily bars, liquor stores, and convenience stores)
to sell pull-tabs for the permittees or for the operators on behalf
of permittees. These businesses are commonly referred to as third-
party vendors. 1/

In 1988, the legislature enacted the Alaska Gaming Reform
Act (the Act). As the name implies, the Act was intended to reform

and modernise Alaska®s gaming laws. Probably the three most
important goals of the Act were (1) to deal with pull-tab games 1in
a comprehensive way; (2) to establish a permit system for

municipalities and qualified organizations that want to engage 1in
charitable gaming; and (3) to set up a licensing and regulatory
scheme for operators (i.e., those persons specifically authorized
by statute to conduct charitable gaming activities on behalf of
permitted municipalities and qualified organizations).

1/ * Third-party vendors have proliferated. There are literally
hundreds of locations throughout the State.
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The 1legislative history of the Act 1is nearly silent as
it relates to the role of third-party vendors in charitable gaming
in Alaska. However, the legislative history does indicate a desire
that the activities allowed under AS 05.15 would be limited and
closely regulated, and neither purpose seeas to be fulfilled by the
use of third-party vendors. Likewise, applicable principles of
statutory construction generally provide that statutes authorizing
gambling activities are to be strictly construed, thus limiting the
rights and powers that are given thereunder. 38 Am. Jur. 2d
Gambling S 18 (1968); West Indies. Inc. v. First Hatlonal Banir. 214
P.2d 144 (Nev. 1950); Converse v. The Lottery Commission. 783 P.2d
1116, 1118 (Hash 1989). See also 2A Singer, Sutherland Statutory
Construction. Sec. 47.23 (4th ed. 1986) (Where a statute creates
and regulates, and prescribes the mode and names the parties
granted right to invoke its provisions, that mode must be followed
and none other, and such parties only may act). 2/

There iIs no express authorization under AS 05.15 for
third-party vendors to engage 1in charitable gaming activities
unless they are a permitted municipality, permitted qualified
organization, or licensed operator. In addition, nothing 1in AS
05.15 authorizes the department, expressly or by implication, to
license the activities in which third-party vendors now
engage.2/ In light of the legislative history and under the
principles of statutory construction identified above, no authority
for the activities of the third-party venders presently exists.

The Act authorizes only permitted municipalities,
permitted qualified organizations, or licensed operators on their
behalf to conduct certain charitable gaming activities during
certain times:

AS 05.15.020. ANNUAL PERMIT AND FEES. (€))
A municipality or qualified organization may conduct
an activity permitted under this chapter, 1if the
municipality or qualified organization pays the
appropriate permit fee and receives an annual permit
issued by the department

2/ We also find support for this construction of the Act because
conducting charitable gaming activities is "a privilege and do[es]
not confer a right upon any person to conduct the activities."

AS 05.15.110.

2/ Even though the department has broad authority under AS
05..15.060 to regulate charitable gaming for the best interests of
the public, that regulatory authority may not be exercised in
excess of other statutory limitations of authority.
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AS 05.15.040. ISSUANCE AND EFFECT AND TERM OF
PERMIT. After the fee is paid, a permit issued, and
during the effective period of the permit, the
municipality or qualified organization may conduct
the activity specified in the pernmit

AS 05.15.100. ISSUANCE OF PERMITS AND
LICENSES, (@) The commissioner may issue a permit
to a municipality or qualified organization. The

permit gives the municipality or gualified
organization the privilege of conducting bingo,
raffles and lotteries, pull-tab games, 1ice classics,
rain classics, goose classics, mercury classics,
salmon classics, dog mushers*® contests, fish
derbies, and contests of skill.

b) The commissioner may also issue a permit
giving a municipality or qualified organization the
privilege of conducting an activity involving the
use of playing cards, dice, and numbers whoels

(c) The commissioner may 1issue an operator”s
license to a natural person to conduct an activity
permitted wunder this <chapter on bohalf of a
municipality or qualified organization

AS 05.15.110. AUTHORIZED ACTIVITIES A
PRIVILEGE. The activities specified in AS 05.15.100
may be permitted as a privilege and do not confer
a right upon any person to conduct the activities.

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

Afl 05.15.123. OPERATOR™5 LICENSE. (€)) A
person, municipality, or qualified organisation may
not aonduot an activity subject to this chapter on
behalf of a municipality or qualified organisation
unless the person, municipality, or qualified
organisation has vreceived an operator®"s license
issued by the department.
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In particular, AS 05.15.122(a) app«ara to operate as an *Xpr«ss
prohibition against th* us* of unlicensed third-party vendors. in
addition, all of th*s« quoted provisions seem at odds with th*
notion that vandors who ara n*ith*r municipalities or qualified
organizations, nor licensed operators couldconduct th*gaming
activities that ar* regulated und*r AS 05.15. 1/

In short, it is our opinion that under th*present laws
dealing with charitable gaming, third-party vendors cannot be

authorized to engage in charitable gaming activities. If you have
any questions, please let us know.

GIA:prm

cc: Representative Dave Donley

1/ We also not* that under AS 05.15.124, a municipality may
prohibit "an operator from conducting activities under this chapter

within th* municipality.” Yet, if third-party vendors may legally
operate, th* municipality might not have th* authority to prohibit
their activities. Such a result would be 1inconsistent with the

concept of local option with respect to such activities.
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DEPARTMENT OF COMMERCE & PO. BOX D
ECONOMIC DEVELOPMENT PHONE: (007 Aep-3os 200

DIVISION OF OCCUPATIONAL LICENSING

December 21, 1990

Dear Permittee/Operator:

The Attorney General has advised the Department of Commerce and Economic
Development, Division of Occupational Licensing, in an opinion dated October
24, 1990, that pull-tab sales by other than permittees and licensees are not
authorized. The opinion holds that the department docs not have authority to
authorize vendor participation in pull-tab sales. Accordingly, this week the
Department of Law notified the Division of Occupational Licensing’s Gaming
Section that permits or licenses are not to be issued by the department to, or for
the use of, anyone except a qualified permittee or licensee.

Effective January 1, 1991. pull-tab sales at vendor locations may no longer
occur. Therefore, on or before December 31, 1990, all unopened pull-tab
games held by a vendor(s), and all pull-tab games in play at a vendor location,
must be collected by the permittee or operator on whose behalf the pull-tab
games are being conducted.

As of January 1, 1991, no pull-tab sales may occur at any location other than the
licensed gaming premises of a permittee or operator. Gaming activity that
occurs at any unlicensed premises or locations will be considered a violation of

gaming statutes.

We very much regret this short notice and thank you in advance for your
cooperation. A letter providing details regarding implementation of this
directive will follow.

Sincerely,

ohn Hansen
Jaming Program Manager

JH/NIs9718s
122190a
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WALT& J. HICKEL, GOVERNOR

BBPAITNENTIF CeiNKICE * P.O. BOXO0
JUNEAU. ALASKA 99611-0900
BCE§N«MIC DEVELOPMENT PHONE: (907) 465-2534

DIVISION OF OCCUPATIONAL LICENSING
January 16, 1991

Attention Charitable Gaming Permittees, Operators, and Distributors:

Re: Emergency Regulations
Location of of Certain Gaming Activities

The Attorney General's office decision to halt vendor participation in the sale of
pull-tabs raised a related question: Under what circumstances may a permittee
which prefers not to contract with an operator, or an operator who uses retail
outlets continue to utilize these locations to conduct its gaming activities?

Under current law, an organization granted a gaming permit may either conduct its
gaming activities using its own employees or members or it may contract with an
operator to conduct gaming activities on its behalf. For the past two years,
however, both permittees and operators alike have utilized vendor locations and the
vendors' employees to actually conduct gaming activities on their behalf. The
Attorney General's recent action clarified that neither permittees nor operators
may allow vendors or their employees to actually participate in the conduct of
gaming activities (e.g., sell pull-tabs directly for an operator or a permittee).

In view of the AG's decision, a vendor and its employees can no longer be involved in
any way in the actual conduct of a gaming activity. For our purposes, me term
"vendor location"” refers to any location or space not owned or leased exclusively by
a permittee or operator for its permitted or licensed gaming activities.

Because permittees and operators rent or lease space from a variety of locations,
including local municipal halls, local fraternal halls, other permittee-owned
locations, as well as bars, restaurants, and other retail outlets, the department
needed an answer to the question of where gaming activities could be conducted
outside of permittee- or operator-owned and operated locations. Many different
scenarios were presented to the department in the last two weeks, as permittees and
operators sought licensure for their 1991 gaming activities. Because of the AG's
opinion, before issuing permits, the department sought guidance from the Governor.
Those questions have been answered and are now incorporated in the emergency
regulations enclosed.



Charitable Gaming Permittees, -2- January 16, 1991
Operators, and Distributors

In accordance with this regulation, permittees or operators wishing to conduct
gaming activities in a retail location other than its customary place of business will
need to submit the following information:

a. Business name of location.

b. Street address and phone number.

C. Type of gaming activity.

d. Name of employees or members conducting the activity at each location.

e. Copies of signed lease agreement for eachlocation.

Any open pull-tab games removed from sale as a result of the AG's opinion may be
returned to play by the permittee or operator under the above scenarios.

Telefax copies of this information or applications will not be accepted.

If you have any questions, please feel free to contact this office.

Gaming Program Manager

JH/11s0009slI
011591a



EMERGENCY REGULATION

NOTICE OF ADOPTION OF AN EMERGENCY REGULATION BY THE
DEPARTMENT OF COMERCE AND ECONOMIC DEVELOPMENT
GAMES OF CHANCE AND SKILL

LOCATION AND CONDUCT OF GAMING ACTIVITIES

As require by AS 44.62.250, notice 1s given that, under authority vested
by AS 05.15.060, the Department of Commerce and Economic Development, on
January 14, 1991, adopted as an emergency regulation, 12 AAC 34.910,

LOCATION AND CONDUCT OF CERTAIN GAMING ACTIVITIES, which allows permittees
and operators to conduct certain gaming activities at a place other than
Its own customary place of business (e.g., a permittee may sell pull-tabs
from the premises of a private business). This emergency regulation

(1) limits the amount a permittee or operator may pay for space
leased from a business establishment;

(2) requires a written lease between the permittee/operator and the
business establishment;

(3) limits the sale of pull-tabs at locations whe?e bingo 1s also
being played;

(4) requires that pull-tab sales be conducted 1n a distinct area
within the business establishment and that receipts from gaming
activity be accounted for separately;

(5) establishes strict requirements on who may and may not conduct
gaming activity at a business establishment and limits the
compensation they may receive;

(6) defines "employee."

This emergency regulation took effect on January 15, 1991.

Notice Is also given that the Department of Commerce and Economic
Development Intends to make this regulation permanent under AS 44.62.260.
Any person Interested may make comments relevant to this emergency
regulation by submitting them 1n writing to Kevin Henderson, Regulations
Specialist, Division of Occupational Licensing, P.O. Box D, Juneau, AK
99801, so that they are recelved no later than MONDAY, APRIL 1, 1991.

A copy of this emergency regulation and the department's Finding of
Emergency may be obtained by writing to the address Indicated above.

This action Is not expected to require an Increased appropriation.

Randall P. Burns, Director
Division of Occupational Licensing

DATE:

3843W11591 a



HNDING COF BVERENCY

The Department of CoMaerce and Economic Development (the Department)
finds that an emergency exists and that the emergency adoption of
the attached regulation Is necessary for the Immediate preservation
of the public’'s peace, health, safety, or general welfare. The
facts constituting the emergency are as follows:

On October 24, 1990, the Attorney General Issued an
opinion stating that only permitted qualified organiza-
tions, permitted municipalities, and licensed operators
are authorized to conduct charitable gaming under
AS 05.15. Therefore, the sale of pull-tabs by so-called
third-party vendors 1s not authorized under the existing
charitable gaming statutes. See 1990 Inf. Att'y Gen. Op.
(663-90-0399; October 24).

Third-party vendor sales of pull-tabs had been occur-
ring before the issuance of the opinion, and continued
after its Issuance under permits issued for calendar year
1990 to permittees for third-party vendor locations. The
administration under Governor Steve Cowper deferred taking
action on the Issue in favor of letting the new adminis-
tration (scheduled to take over state government on
December 3, 1990) decide how to deal with the third-party
vendor Issue.

In the meantime, all charitable gaming permits, In-
cluding those Issued for third-party locations, were
scheduled to expire on December 31, 1990. On December 21,
1990, the Attorney General advised the acting Commissioner
of the Department of Comnerce and Economic Development
that the department could not authorize anyone to conduct
charitable gaming activities other than a permittee or
licensee. Thus, the department was not authorized to
renew and has not renewed any permits Issued for char-
itable gaming activities conducted by third-party vendors.

As the department attempts to both assist the winding
down of unauthorized activities and determine which of
literally hundreds of renewal permit applications may
properly be issued, It has become apparent that Immediate
regulatory guidance 1s necessary in order to clearly
describe those charitable gaming activities that are
permissible and to allow the department to timely Issue
charitable gaming permits to those organizations entitled
to permits. In addition, emergency regulatory action 1s
necessary to halt a potentially devastating loss of Income
to permittees.

0292R/sh



ADCOPTION CRCER
Therefore,, under tht authority of AS 05.15.060, tho regulation 1$
adopted by tht Department of Commerce and Economic Development as an
eurgency regulation to take effect 1lmediately upon filing by the
lieutenant governor, as provided for In AS 44.62.180(3).

This action 1s not expected to require an Increased appropriation.

DATE: i/JtM i
Juneau, Alaska

Department of Commerce and
Economic Development

FILING CERTIFICATION
I, John B. “Jack” CoghUIl, LieutenanJJjovernor for the State of

Alaska, certify that on January Jj-
the attached regulations according

Effective: January 0 , 1991.
Register: //7 , Awl / W m

0292R/S..



8g [/ 1901 BEVERGENGY REAULATIONS 12 AC 34910

12 AAC 34 is aacndad by adding a new section to read:

12 AAC 34.910. LOCATION AND CONDUCT OF CERTAIN GAMING
ACTIVITIES. (a) A permittee or an operator may lease space at
a place other than its customary place of business in order to
conduct gaming activities. The lease must be in writing. The
rent paid by a permittee oran operator for the space actually
used to conduct the gaming activities may not exceed the average
cost per square foot of comparable space. The permittee or the

operator may pay no other compensation to the lessor for the use

of that location.

(b) The department will issue a separate permit for each
location at which gaming activities are to be conducted under
(a) of this section. A permit must be posted at a location
before gaming activities are conducted by a permittee or an
operator. The application for a permit underthis section must
include a copy of the leaseand a list of the operator”s
employees or the permittee"s members or employees who will

conduct the gaming activities for the permittee or the operator.

(c) When pull-tabs are sold under (a) of this section at a
location at which bingo games are also conducted, the pull-tabs
may be sold only during the time bingo games are conducted and

only in accordance with the other provisions of this section.

FINAL 0291R -1- January 14, 1991



Hg 1991 BEVEREENCY REALULATIONS 12 ARC 34.910
i
(d) AIll pull-tab sales conducted under (a) of this section
must be conducted in an identifiably distinct area of the

location.

(e) All gaming receipts from sales conducted under (a) of
this section must be kept separate at all times from other

business receipts at the location.

(f) Only an employee or member of a permittee may conduct
gaming activities under (a) of this section for a permittee.
Only the employee of an operator may conduct gaming activities
under (a) of this section for an operator. An employee of the
lessor of a location under (a) of this section may not conduct
gaming activities for a permittee or an operator. In addition,

the employee or member of a permittee or the employee of an

operator

(1) must be present at all times when gaming

activities are being conducted;

(2) is the only person at the location who may

conduct gaming activities; and

(3) may only be paid a wage that does not exceed

$10.00 per hour.

(9) In addition to the requirements of AS 05.15.187(e),

person under the age of 19 may not sell pull-tabs.

FINAL 0291R -2 - January 14, 1991

a
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(h) An operator conducting gaming activities under (a) of

this section who is the owner of the location at which the
gaming activities are conducted must also comply with the

provisions of this section.

() In (f) of this section, the terra "employee™ has the

meaning in 12 AAC 34.200(hb). (EfT. / 7/ , Register )

Authority: AS 05.15.060

FINAL 0291R -3- January 14, 1991



Node* is giro that the Department of Commerce and Economic Development, under author:
vested by AS 06.18.030, Aa 08.15.130, and Chapter 33, SLA 1900, proposes to adopt regulatioi
in Title 12 of the Alaska Administrative Code dealing with gaining on the airwaves, operat
licensing and security, limitations on pull-tab sales, —W "g pull-tabs, withdrawal of a pull-ti
series, other games of chance and skill authorized by the commissioner, limits on authorizi
expenses, revocation of a permit or license, prohibited financial interest, contests of ski
definitions, and deletion of old regulations, all of which sens to implement, interpret, or mal
specific AS 06.16.060, AS 06,16.130, and Chapter 33, SLA 1990, asfollowi:

1.

12 AAC 34.100, CONDUCT OF GAMING ON THE AIRWAVES, is a new section thi
addresses who may and may not conduct and advertise gaming activity vie the broadca:
media; the department is seeking comments on this issue as requested by tht 199
Legislature in accordance with House Bill 567 (Ch. 33, SLA 1990);

12 AAC 34.210. OPERATOR APPLICATION REQUIREMENTS, is s new section thi
identifies the application and bonding/ security requirements for an operator license tin
are satisfactory to the department, including security in the form of tianable rei
property (replaces 16 AAC 105.320);

12 AAC 34.400, LIMITATIONS ON PULL-TAB SALES, is amended by adding a nr
provision that limits the dollar amountofa pull-tab game prise;

12 AAC 34.410, PULL-TAB PARTICIPATION, is s now section that prohibits certai
individuals from selling pull-tabs;

12 AAC 34.420, WITHDRAWAL OF A PULL-TAB SERIES, is a new section thi
identifies the circumstances tinder which a pull-tab series may be withdrawn from pla
before it has been completely played out and identifies how withdrawn pull-tabs are to b
accounted for, returned to play, or destroyed;

12 AAC 34.600, OTHER GAMES AUTHORIZED BY THE COMMISSIONER, identifiei
and places limitations on specific special draw rafile games that are authorized by thx

commissioner;

12 AAC 34.700, MAXIMUM ALLOWABLE DEDUCTIONS FOR AUTHORIZEI
EXPENSES, is a new section that sets a limit on the total amount of expenses that ma
b« deducted from a permittee's pull-tab activity and seta a limit on the amount c
advertising expenses that may be aeducted from all gaming activity ofa permittee;

12 AAC 34.800, DENIAL, SUSPENSION OR REVOCATION OF A PERMIT 01
LICENSE, is a new section that identifies for what reasons the department may deny a
application or take disciplinary action against a permittee or licensee and provides for
procssa of appealing a disciplinary action (replaces 15 AAC 105.190(a));

12 AAC 34.810, PROHIBITED FINANCIAL INTEREST, is a new section that clanfie
when a prohibited financial interest exists among permittees, operators, distributor*

and manufacturers;



10. 12 AAC 34J0* CONTEST OF SKILL DEFINITIONS, ia a new section that
m a ilin g racMiandother athhkte evanto;

11. 12AAC 34900,DtkinmONS,isanmded by addinga number of new definitions; and

12. The fcflawtaf rerulaticca will be deleted: 15 AAC 105.160,16 AAC 105.190(a), 15 AAC
106.320,16 AAu 106.328, and 15 AAC 105.336.

Notice ia aleo given that oral or written comments can be made dozing one of the following
public hearings:

TELECONFERENCE: MONDAY.JANUARY 7.1991
9:00 a.m. to 12:00 p.m.

at the following Legislative Information Office teleconference
network sites.

BARROW, Court Building

BETHEL. 301 Willow Street

JUNEAU, Butrovich Room, C205, Capitol Building
KENAHSOL-BOTNA, 338822Kalifpnaky Beach Road
KODIAK, Kodiak Plaza Building, 112 Mill Bay Road
KOTZEBUE, Eakjmo Building, 333 Front Street
NOME, State Building, 2nd Floor, Front Street

ANCHORAGE: TUESDAY.JANUARY SL1991 FAIRBANKS: WEDNESDAY JANUARY 9

10:00 a.m. to 1:00 p.m. 1991
Egan Civic and Convention Center 10:00 a.m. to 1:00 p.m.
Space 2, 565 W. 5th Avenue Noel Wien library,

Auditorium
1215 Cowles Street

All hearings will continue only as long ai there are participants.

Notice ia ah >given that any person interested in making written comments or suggestion:
relevant to tit te proposals for commission and department consideration may do so by mailing
those comments to Kevin Henderson, Regulations Specialist, Division of Occupational Licensing.
P.O. Box D, Juneau AK 99811, so that they are received no later than WEDNESDAY

JANUARY 9.1991.

Copies of the proposed regulations may be obtained by writing to the above address or b*
telephoning (90T) 466-2537. n '

This action ia noftexpected to require an increased appropriation.

The Department of Commerce and Economic Development, after the deadline stated above, wil
either adopt these or other proposals dealing with the same subject, without further notice, o
decide to take no action on them.

Date:
t S dall

of Occupational

3098¢c



i PftOroCKD IBOULATIOSW.
DWAjmaorr or comks ud 1dcoanMic omLonnrr
omazoM or occotatxonal licbnik

OAMH or CSAKS AMD SSIIX

(Mordr uBdU liaafl indicate language oeing added; words
(CAfITALIXED MB BRACKETED) indicate language baling delated.
mcm aectiona do not uae underlining or bracketing.)

(Fubliaher: Pleaae remuatoer the existing articles to read:

Article 1« Operators, to ARTICLE 2, OPERATORS;

Article 2. Pull-tab Manufacturing and Distribution, to
ARTICLE 3, PULL-TAB MANUFACTURING AMD DISTRIBUTION;

Article 3, Pull-tab Games, to ART7CUT 4, PULL-TAB GAKES;

Article 4, Bingo GaaMS, to AJtTICLB 9, OINGO GAMES; and

Article 9, General Provisions, to ARTICLE 9, GENERAL
PROVISIONS)

12 aac 34 ia amended by adding a new article to read:

ARTICLE 1.
PERMITS AMD PERMITTEES

12 AAC 34.100. CONDUCT OP GAMING ON THE AIRWAVES. (a) A
game of chance and skill authorized under AS 09.19.100(a) may be
conducted on the airwaves only by a permittee and only if the
permittee

(1) is a not-for-profit organization exempt from
federal tazation under 26 U.S.C. 901(c)(3) (Internal Revenue
Code); and

(2) has not contracted with an operator for the
conduct of the game being played on the airwaves.,

(b) Only a permittee qualified under (a) of this section,
to conduct gaming activity on the airwaves, may advertise its
gaming activity on the airwaves. (E ff. [ , Register )

Authority: Sec. 2. ch. 33, SLA 1990
AS 09.15.080
AS 05.19.130
AS 09.15.180

12 AAC 34 is amended by adding a new section to read:

12 AAC 34.210. OPERATOR APPLICATION REQUIREMENTS. (a) An

applicant for an operator license shell submit

(1) an original application on a form provided by
the department;

(2) the nonrefundable license fee required by
AS 09.19.122;

(3) the bond or security satisfactory to the
department aa required by AS 05.15.122(b)(5).

(b) In AS 05.15.122(b)(5) and in this section, a ‘bond or
security satisfactory to the department* means that the bond or
security

(1)meets the requirements of AS 05.15.167;

(2) willbe in effect for a term of two yearsfrom
the date the operator license is issued; and
(3) if acertificate of deposit, is in the name oe

the State of Alaska in trust for the applicant and accompanied
by a completed assignment of negotiable instrument fora provided
by the department.

(c) The department will, in its discretion, accept
iienable real property located in Alaska aa security required
for an operator license.

<d) Ezcept when the applicant is a municipality, two
copies of the application must be submitted to the city or
borough nearest the proposed gaming activity for consideration
by the local government unit. An applicant shall also retain a
copy of the application. (Eff. I , Register )

Authority: AS 05.15.060
AS 05. 15.122

DRAFT 9 0286R -1- November 21. 1990



M 03.19.11S
AS 03.19.147

12 AAC 34.40# la anrended to reed:

12 AAC 34.40#. LXJimTXOM OS PULL-TAB SALIC. («) In
accordance wit* AS 09.19.117, a pull-ttib aiy be acid only it
(1) all pull-tabe ia the series being played have
tIM amm asriaa number;
(2) the aatlra pull-tab sariaa ia available for
play at only on® location;
(3} a pull tab aeries contalna the entire prize
atructure for that aeriea.
(b) A pull-tab gaaM may not be aoltl in thia atate if
rn the prize atructure for that gas* ia spread
aorcaa caore than one pull-tab aeriea within that aawi or
L21 a ainale nrlaa in that oull-tab a.—
23fIfl. (Eff. 6/3/90, Register 114; aa / I, Register )

Authority: AS 09.13.160
AS 09.13.130
AS 05.13.187
AS 09.13.210

12 AAC 34 is amended by adding a new section to read:

12 AAC 34.410. PULL-TAB PARTICIPATION. (a) A person may
not participate aa a player in any pull-tab aeriaa froa which
that peraon sold a pull-tab to another player.

(b) In addition to the requirements of AS 03.13.187(e), a
peraon under the age of 19 years nay not sell pull-taba.
(E ff. /A , Register )

Authority: AS 03.13.060
AS 03.13.130
AS 03.13.187

12 AAC 34 is amended by adding a new section to read:

12 AAC 34.420. WITHDRAWAL OP PULL-TAB SERIES. (a) Except
as provided in (b) of thia auction, a pull-tab aeries opened for

play may not be withdrawn froa play unleaa all pull-tabs in that
series are sold.
(b) A pull-tab series opened for play may be withdrawn

froa play only for the following reasons and under the following
conditions:

(1) the peraittee's prise award limitation, as
identified in 12 AAC 34.900, has been reached for the calendar
year; when the permittee is authorised to conduct pull-tab
activities for the next calendar year, play of the withdrawn
pull-tab series must be resumed immediately;

(2) the permit under which the pull-tab series 1is
being played has been suspended or revoked; when the permit 1is
reissued or the suspension ia lifted, play of the withdrawn
pull-tab series must be resumed immediately;

(3) an operator temporarily discontinues the use of
a permit to allow for the rotating use of another permit; when
the operator resumes use of the permit, the withdrawn pull-tab
series must be returned to play immediately;

(4) a permittee discontinues employment of an
operator; Immediately following the date on which the permittee
discontinues employment with the operator the pull-tab series
must be inventoried and returned to the authorising permittee;
when the permittee, or the permittee's new operator, resumes
pull-tab activities the withdrawn pull-tab series must be
returned to play immediately;

(3) pull-tabs are lost, stolen, or damaged a
result of a natural disaster, including fire or flood, as long
as such circumstances are documented in writing and submitted to
the department within ten days of the incident;

(6) a permittee discontinues conducting all
pull-tab activities; all pull-tabs open for play still in the
DRAFT 9 0286R -2- Novosber 21, 1990
?



of eme xcuccm aaax*. om wienarawn and deetramw

Indlatilr after the deparfnemt has ifftovaa Ualr deetruetioa-
the Ht*it uteer akleh the pell-tab MtuT

being MXd ic mot rsnewed by fete permittee or tha permit tagaoil
ia damicd hr the department; all pull-tabs opem for play atlll
la fete poaaaaaioa of fete permlttee shell ba withdrawn and _
destroyed laaaflUtaly aftar tte department baa approved chair
destruction
teen a pall-tab aarlaa opaoad for play ia withdrawn,

tha paraltfeaa or oparafeor shall ratala all remaining unp."aycd
pull-tabs and all winsiag pull-tabo that have alraady baaa
ﬁla yad. Pull-taba nay ba daaferoyad only aftar tha department
as approved tbalr paraacaafe withdrawal” froa play.

/ , Radiator )

Authority: AS 03.19.0CO
AS 03.13.110
AS 0S.15.1S7

12 AAC 34 is amandad by addin? a naw articla to raad:

ARTICLE S.
RAfFLES, HOETE CARLO, AMD OTHER GAMES

12 AAC 34,600. OTHER GAMES AUTHORIZED W COMMISSIONER.

(a) Tha following spacial draw rafflaa ara authorixad by tha
commissioner undar AS 05.13.130:

(1) ring-toss, whara tha playar toaaaa rings over a
bottlo or othar similar object;

(2) penny pitch, whara tha playar toaaaa pennies or
othar coins into glassware or slailar objects and if tha coin
remains in tha dish, tha playar receives a prisa;

(3) fish pond, whara tha playar hooka a weighted
fish with a number on it and that number corresponds to tha
number of a prisa on display;

(4) duck pond, whara tha playar selects a floating
duck and the number on tha bottom of the duck corresponds with
tha number of a prisa on display;

(5) string game, where d player selects d string
and wins the prisa attached to it;

(6) baseball game, where the player must toss a
baseball into a numbered object to win a prisa;

(7) dart game, where

(A) numbered slips of paper ara placed on
nails holding the various targets with tha numbers turned
away from the player and tha total score made determines
tha prises; or

(B) a wheel divided and numbered in eight
sections is spun and one parson throws a dart to determine
the number that corresponds to the number on a laydown
board on which each player has placed money;

(8) grab bag, where each player pays a fee for the
right to select a wrapped or bagged package containing a prize;

(9) bean guess, where a person guesses the number
of beans in a container and the person with the closest guess
wins a prise;

(10) hamster game, where a hamster is placed in
enclosure with several numbered esit holes and the winner is
determined by the hole in which the hamster esits.

(b) The commissioner will, in the commissioneres
discretion, authorise other special draw raffias or variations
on the special draw raffles authorised in (a) of this section.

<c) A charge for a single opportunity to participate in a
special draw raffle authorized under this section may not exceed
81.00.

(d) In this section, 'special draw raffle* means a raffle
where the winner is selected by any means othar than a drawing
from a container. (E ff. /A , Register )

Authority: AS 05.15.060
AS 03.13.100
AS 03.15.130
AS 05.15.180
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1a MHi ia mmannan aj Mcuog a asm article to read:

rnioi 7.
AOQooovriM turn tmxm om riM

U AAC 34.70*. WIT— ttM WM U OOOCTXOM FO* MTWOnxxJ)
um sn . (a) Tha total aatnt of authorised expenses that mar
bo deducted for advartlalag, under 19 aac 109.230(b)(3). say not
exceed five porcoot (9%) of tbo adjuatad gross income for that
gaming activity.

(b) Thbo total ameuat of authorised expenses that may ba
doduetad froa all pull-tab activity by a paraittaa may not
exceed 40 parcaat (40%) of tbo adjuatad grosa income from that
pull-tab activity. , (Iff. [ , Aagiatar )

Authority: AJ 09.19.040

12 AAC 34 ia amandad by adding a new articla to caad:

AITICLS a.
SUSPENSION AND UVOCATZOM OP LZCXMI 01 PSINZT.

12 AAC 34.800. OUZAL. SUSMNSZOC OS RAVOCATZON OP A
PERMIT OR LICENSE, (a) Tha dapartaaat :»ill, in ita discretion,
daay. auapand or ravoko a parait or licaoao if tbo applicant,
parmittaa, or licanaao

(1) makaa a falao atataawot or caporta falaa
‘nformation on an application for a parait or licaaao or on a
raport raquirad undar AA 09.19. 19 AAC 109. or thia chaptar;

(2) faila to provida tha intonation, documentation
or faaa raguirad aa a part of the application or reporting
procaaa;

(3) faila to meat tha neceaaary qualificationa for
a permit or licanaa;

(4) faila to pay a tax. fee. penalty, or intaraat
payment due to tho dapartaaat or an authorising paraittaa;

(5) altara or allows to bo altered a parait or
license issued by tha dapartaaat;

(4) allows tho use of a parait cr licanaa by
parson, except whan a paraittaa contracts with a licensed
operator;

(7)violates, or allows an aaployee to violate, any
provisionof AA 09.19. 19 AAC 109. or this chaptar;

(9) fails to tioely fila a raport or supplemental
information required by AA 09.13, 13 AAC 109, or this chaptar;

(9) falls to heap and retain sufficient boohs or
records tosubstantiate a raport required undar AS 05.13, 13 AAC
103, or this chaptar;

(10) fails to provida any information or
documentation requested by an authorizing paraittaa, tha
department, or tha department's repreaantative necaaaary to
subatantiata a raport required undar AS 03.15, IS AAC 103, or
this chaptar;

(11) pays, incurs or charges unreasonable or
exorbitant expanses or faes;

(12) fails to remit the pull-tab tax to tho pull-tab
distributor whan tho pull-taba are distributed;

(13) faila to pay tha parmittaa tha minimum return
raquirad by AA 03.13.121,;

(14) is found to hsva a prohibited financial
intaraat in a gaming activity;

(13) ollowx an amployao or any othar parson to bo
responsible for tha conduct of gaming activities who has

(A) within tho preceding five years, bean
convicted of, ia prison for, or on parole Cor a felony;

(A) bean convicted of a crime involving thoft
or dishonesty or of a violation of any municipal, stata, or
federal gambling law; or

(C) a prohibited financial intaraat in
operation of tho activity;
(16) ussi, or allows tha uao of, net proceeds

derived from gaming activities for purposes othar than that
allowed undar AS 05.15, 13 AAC 103, or this chaptar;
(17) deceives or defrauds any parson;
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(1s) Caile to cooperate with the department: o=
representatives by
(A) denying access to a site where aami»>
activities are being conducted; or \% "e
(=) failing to proaptly produce for
inspection or audit a book, record, or document recuired
law or regulation;
(19) receive# aa unfavorable review of financial
statements under AS 09.19.IfS; or
(20) usee someone other than a lieenaed operator or
employee, as defined in 12 AAC 34.200(b), to conduct gaming
activity on their behalf.

(b) A parait or license will be suaewrily suspended for
30 days If the paraittaa or licenaee receives three violation
noticea within any 12 month period.

(c) A person who has had a permit or license suspended or
revoked, or an applicant who has been denied a permit or
licanse, may raquast a hearing under 19 AAC 103.190(b)-(d) and
13 aac 103.193 to determine the validity of the department's
action. (E ff. [ , Register )

Authority: 05.13.030
03.13.040
03.15.030
03.13.060
03.13.122
03.15.128
03.13.140
05.15.170

12 AAC 34.810. PROHIBITED FINANCIAL INTEREST. (a) A
permittee or licensee may not have a prohibited financial
intarast, or employ, contract with, or allow a person to
participata in activitias authorisad by AS 09.13 who has a
prohibited financial interest in any gaming activity.

(b) in addition to othar prohibited financial intereata
the department may find, a permittee, licensee, or peraoa
participating in gaming activity has a prohibited financial
intarast whan that parmittae, licanaee, peraoa, or a direct
relative of a permittee, licensee or person

(1) participataa in the operation of a gaming
activity whila also raceivilng compensation for the use of
equipment or facilities usad to conduct that gaming activity,
unlass licansad aa an oparator;

(2) conducts ganing activity while at tha same time
selling bingo equipment, pull-tabs, tickets or supplies in
connection with that gaming activity at a price that is higher
than the normal retail price offered to all other customers.

(c) An operator has a prohibited financial interest in a
gaming activity when the operator, or the operator's direct
relative,

(1) is licensed in this state as a pull-tab
distributor or pull-tab manufacturer;

(2) is an officer, director, or manager of a
corporation, business, or organization that is licensed inthis
state as a pull-tab distributor or pull-tab manufacturer; or

owns or controls more than 10 percent of the
assets or stock of a corporation, business, or organization that
is licensed in this state as a pull-tab distributor or pull-tab

manufagturer.

(a(f) A permittee or operator may not purchase and a
manufacturer or distributor may not sell or deliver a pull-tab
series or me to a permittee or operator, unless paymsnt is
made in flﬁ y either by cash or by check made payable to the
seller, within 30 days of the actual delivery of the pull-tab
series, r game to the permittee or distributor.

Fef permittee or operator may not allow anyone to
achI € any interest, including d security interest, in a
pull-tao é or game.

(f) A permitte]e or operator mty not accept a loan of
mongey., 0[ anything of value, from a manufacturer,
éﬁ}hbu Or, or nyone conne¢ted with gaming activity.
. - Register”" "y
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Authority: a* os.xa.uau
AS 09.19.140

U AAC 14 la —ended by adding a new aoctioa to rood:

12 AAC 34.140. COMRST8 OF SKILL OKFXHZTXOM. Xa
AA 09.19.210(7)

(1) emorkaeenablp- includoo contooto of skin baaad
oa riflo, pistol or archery matches in which swards ara givaa.

(2) ‘races* includoo any toot or rsco of physical
onduranco or skill performed by tho individual contestants;

(3) 'other athletic events* are physical events
which include generally recognised traek and field events baaed
on personal physical ability or skill. (1ff. / /

Register )

Authority: AS 03.13.040
AS 03.13.100
AS 03.13.210

12 AAC 34.990 (DEFINITIONS) is amended by adding new sectiona to
read:

(4) ‘direct relative* means a person's spouse,
children, parent, or other regular meeiber of that person's
household;

(5) 'licensee* means a parson, municipality or
entity that has obtained a currant licanaa an an operator,
pull-tab distributor, or pull-tab manufacturer froa the
department;

(Eff. 4/3/90, Register 114; am I , Register )

Authority: AS 05.13.040
AS 03.13.130
AS 03.13.210

(EDITOR'S NOTE: The Department of Law is reguested to delete
the following regulations:

13 AAC 103.140. CONTESTS OF SKILL. Delated / /
13 AAC 103.320. OPERATOR LICENSE AMDROND.
Deleted I
13 AAC 103.323. MINIMUM RETURN TO PERMITTEE.
Deleted I
13 AAC 103.333. PULL-TAB TAX. Deleted [
13 AAC 103.190(a) is deleted
(a) Deleted / /
(Eff. 9/7/40, Register 2; an 11/4/74, Register 60; am
9/17/84, Register 99; am 10/1/88, Register 107; am 1/21/89,
Register 109; am /A , Register )

Authority: AS 03.13.060
AS 03.13.0883
AS 05.13.087
AS 05.15.122
AS 03.13.140
AS 05.13.170
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M ITNACTIO it TH* HGILATULF OF TH* STATE OF AIASKA:

A ACT
Establishing a noratorium on the use of broadcaating to
promote or conduct charitable gaming actlvityi estab-
lishing exceptions to the storatorlueii requiring the
Departigent of Goaaserce and Economic Developmrent to hold
hearings on the adoption of regulations concerning the
proeioting and conducting of chatllable gaming activity
over broadcaatlng outletai and providing for an effective
date.

* Section 1. Until the effective date of a bill authorizing the uac of
broadcasting to pronote or conduct charitable gaming activity under
AS 05.15 a person swy not use broadcasting to protsute or conduct charltoble
garing activity under AS 05.15. In this section, "broadcasting" Includes
television and radio transmission by 2,500 megahertz, micronave video ad
endlo programming, slov-scan television progranming, and programming vio
satellite, cable, teletype, or facsimile transmission and distribution
methods.

* Sec. 2. Notwithstanding sec. | of this Act, a peraon stay use broad-
casting to pronota tlsti derbies, and the Departrrent of Commrerce and Econom:
ic Development nmay authorize a nonconascrclal broadcasting station or net-
work of stations to broadcast the conducting of an activity under AS 05. 15
am tha station or network under a permit held by the atatlun or network.
Ifca department may not authorize a station to broadcast the conducting of
an activity for nore than 12 hours in a calendar year. In thia section

-1- LS 3B 587(L(C)

"noncommercial broadcaatlng station" sieane a radio or television station
that la licensed by the Federal Cotnminlcatlons Commission to a governmental
entity or to an entity that Is exenpt from federal taxation under 26 11.S.C.
501(cl(3) (Internal Revenue Code).

* Sec. J. The Department of Conmrerce and Economic Development shall
hold hearings around the state, with at leaat one hearing In each judicial
district, for the purpose of adopting regulations to Inplement sec. 2 of
this Act and meking recommendations. Including consideration of nn-the-alr
promotion, to the legislature no later than January 51, 1991, regarding the
promoting and conducting of charitable gaming activities ovn broadcasting

outleta.
*Sec. 4. Tills Act takes effect Immediately under AS 0L ID O7i)(r).

LS 3B 5R7UIC) -7-
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of Wrtttsu Taatlmony offared
by Roger Cunningham 3/1/91
AU yjl .
Dij.Tia-bn 1. IN SUPPOBT OF CHANGE TO AS 05.15.185 aa proposed in HB168, Sec. 9:
2. REQUEST FOR CHANGE IN HB168, Sec. 8
f *sec 8. AS 05.15.184 Pull-tab Tax:
[strike the words: “6r another distributorl”on line 23.
REQUEST FOR CHANGE IN HB168, Sec. 10
*Sec 10. AS 05.15.183(e) Pull-tab distributor®s license:
Strike the words: "(3) deliver a pull-tab series to a vendor
location.”™ on line 8.
4. REQUEST FOR CHANGE TO HB1S8, Sec 10
I hereby request that section AS 05.15.183(b) be amended as
follows:
(b) (THE DEPARTMENT MAY ISSUE A PULL-TAB DISTRIBUTORS LICENSE TO A PERSON
VHO PAYS AN ANNUAL FEE OF $1,000.) (b) The department may issue a
pull-tab distributor®s license to a natural person that:
stVihffewi ~M'u (1) resides In the State of Alaska;
to Av.|jht(, (2) holds a valid Alaska Business license;
CumhX (3 maintains a place of business In compliancewith all ap-

id*wr IM r»ps plicabio local zoning ordinances;

(l« duiiwL.dl ip (4 holds a managerial or ownership position in the proprie—
torship. partnership, or corporation of the distributor;

Stifre.,
(UJ.unuiTh>Tr (5) if the diatributor does business asa corporation, shows
| proof of proper registration with the Department Commerce
0AA and Economic Development, Division of Corporations;
|/ VIA*NUT*»V/r/ (6) Applies on the form provided by thedepartment;

(7) pays an annual fee of $1000.
I frtoldu aud-fI- New Text Underlined, (DELETED TEXT BRACKETED)



SUMMARY, PAGE 2

5. REQUEST FOR CHANGE TO HBL63, Sec* 10
| hereby request that section AS 05.15.183(c) be amended as

follows:
(c) Pull-tabs may be distributed from a location in the state. A person

may not distribute pull-tabs directly to another person in the state

from a location outside of this state. Distribution from a location

wichin this state 13 deemed to have occurred when:

(1) a pormitee, operator, or another distributor piaces
an order with a pull-tab distributor within the state;
(2) Payment for such order is tendered to the pull-tab

o | x
distributor within the state,-
(3 AIll books and sales records of the pull-tab distrib-
utor are maintained at a location within the state.
REQUEST FOR CHANGE TO HB168, Sec. 9
 lews | hereby request that section AS 05.15.185 be amended BY
e bt ADDING A NEV SUBSECTION as follows:.

Soy«i o (b) Not withstanding the provisions of subsection (a) above,
pull-tabs may be distributed to another federal or state ju-

E<JAST (HuArel risdiction so long as ail other provisions of this chapter
are met.

Hew Text Underlined, (DELETED TEXT BRACKETED)



Vendor Compensation

One of tho provisions In HQ168 that will coma undar considers-
tlon aa It goes through the hearing process Is the delicate bal-
ance over the 'split' between vendor and permitee.

This summary Is compiled from statistical data presented In the February,
1991 Issue of Gaming and Wagering Business, a trade Magazine provided to
state lottery officials, horse racetrack officials* and management of legal casl*
nos In Nevada and New Jersey. Statistics about Alaska Pull-tab games were
supplied by TabTrakCQ0), a Wastila firm that provides gaming accounting serv-
ices to permitees.

22 states pay vendors a 8ASE RATE of 5% (5 cents commission on each $1
ticket). 2 other states pay 5.5% and 4 states pay 6% base rate.

In addition to BASE RATE, states generally offer various Incentive bonuses
which can nearly double the base:

1 California State Lottery offers vendors incentives for dis-
play of promotional material, in-store and co-op advertising allow-
ances.

2 New Hampshire pays Incentive bonuses to the SELLER of
the WINNING ticket. Bonuses rang®© from $15 for a $500 win-
ner of an Instant game to $30,000 prize for selling the winning
ticket In the $ml'lion Megabucks lottery.

a In Maryland and D.C., vendors are paid 4% for sales, plus an
ADDITIONAL 3% for redeeming winning tickets.

4. Western Canada Lotteries pay vendors 5% for "ornHine" lot-
tery tickets and 10% for "off-line” Instant tickets.

BASE RATES are for "online" games. "On-Line" means that stato lotteries
supply the vendor with computerized terminals which dispense the tickets.
These terminals elllmlnate most security concerns and accomplish most of the
daily accounting. These 2 Items comprise most of tho LABOR-INTENSIVE
handling required to retail pull-tabs.

NONE OF THE STATE-RUN games are aa labor-intensive as the retalil
sale of conventional pull-tabs.

As currently understood, vendors in Alaska are, (and will continue to be) re-
sponsible to the permltee or operator for:

1 OVERALL SECURITY of the game. The vendor IS RESPON-
SIBLE for any losses due to pilferage or theft. The permitee Is

(woiHuu fur Nuo-bnfit Caming



guaranteed 100% of what’s duo by statute and the contract re-
quired between permitee and vendor.

2 PRODUCTION OF RECEIPTS to winners of $50.00 or greater.
On-line terminals elliminate this paperwork.

3. DAILY SUMMARY of gaming activity. This Includes sales;
play-backs, In the case the customer trades a winning ticket for
more pull-tabs; and payments to winners.

4. PAYMENT OF ALL PRIZES. Please note In Item 3 of the first
section that Maryland and D.C. pay an additional 3% for vendors
who perform this function, Pull-tabs are “Instant win* games and
the Alaska Vendor Is responsible for ALL payments and for main-
taining a bank (of his own funds) to accomplish this.

CNG asked the data-processing firm, TabTrak, to compare Alaska Pull-tab
games In Its database with the national statistics for lotteries. Based on near-
ly 10,000 games In Its files,here’s how pull-tabs compare:

Average Ideal Net for Alaska Pull-Tab Games: $646.70

Average Ticket Count of Alaska Games: 2,896.6

Vendor Compensation: % of Ideal Net vs: Per Ticket

% of Ideal Net $ Amount Per Ticket
25% 161.68 .0558
30% 194.01 .0669
35% 226.34 .0781
40% 258.68 .0903
45% 291.01 .1004
50% 323.35 1116

Copyright 1991, Tn&Trak. P#rmIMlon (of norvcofnmorcW reproduction granted

The comparison of vendor compensation as a % of Ideal net to the amount on
a "per ticket" basis clearly Indicates that vendor compensation In the range of
35 - 45% of Ideal net Is In line with compensation paid to retailers of state
lottery tickets. This level of compensation to vendors Is further justified when
tho additional level of handling for pull-tabs Is taken Into account.

When responsibility for paying all winners falls on the vendor as well, compen-
sation to the higher end of the scale Is justified.

(jiihtion for Noo-frufit Cuming
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INTERIM " SESSION
3111 C Street ; mrr) ) P.0. Box V
Anchorage. Alaska 99503 TiVpA- Juneau. Alaska 99811
(907) 561-2032 r~ ~ fy/ <907) 465-2995
M. A"
Kcpresen'ratibe Qabc Croguette
SPONSOR STATEMENT

Sponsor: Dave Choquette
Subject: HB 168 — An act licensing and regulating pull tab

vendors
Date: March 5, 1991

I introduced HB 168 to meet the needs and interests of charitable
organizations in the State of Alaska. The b ill does so in one key
way. Namely, it authorizes vendor sales of pull tabs on behalf of

the charity.

The "third party vendor”™ issue entered the Ilimelight October 24,
1990, when the Attorney General wrote an opinion stating that use
of vendors (e.g. retail outlets, bars, restaurants) for the sale
of pull tabs was not provided by statute. Vendor sales of pull
tabs stopped January 1, 1991, crippling those charities that self

direct their pull tabs activities, and curtailing

the profits

returned to charities whose operators contracted with vendors for
the sale of pull tabs. Should legislation recognizing vendors not
pass this session, vendors cannot be authorized by regulation to
conduct gaming activities. This would mean a tremendous loss for

the not-for-profits.

HB 168 authorizes vendor sales of pull tabs by:

a. requiring a written contract between the vendor and the
permittee or operator which requires a return of at least*60%

X



of the ideal net to the permittee or operator. This will
allow a charity to conduct their own pull tab activities if
they so desire;

b. requiring the permittee or operator to apply to DCED for
a vendor endorsement, with the $50 collected vendor
endorsement fee coming from the vendors;

C.. providing DCED with the authority to approve or disapprove

the vendor endorsement application based upon regulatory and
statutory authority; and

d, <creating a revenue generating program that will fund
additional enforcement authority within DCED to combat vendor,
operator, and permittee violations of gaming laws, and will
provide additional revenue to the general fund.

HB168 also;

a. authorizes the distributor to distributor sale of pull
tabs; and

b, increases the pay out limit in prizes for permittees using
operators frcm $500,000 to $1 million.

HB 168 addresses a terrible void facing not-for-profits today. As
they confront continued decline in resources due to diminishing
block grant revenues, they need to have the option to solicit funds
from the private sector. Vendor sales of pull tabs is a proven way

of increasing their resources. With the increased enforcement
authority this bill provides (at no cost to the operating budget
I might add), it is a safe way of doing so as well. I believe
HB168 w ill go far to keep not-for-profits an active voice and

provider of service in this State.
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1. Maximum return to the charities

When the original statutes were written which allowed charitable

ﬁra] Ing, gmr was allowed so that charities could rarf ftinds
ere”ls a so tely no_ indication tnat at anY time the legislature set

out to estahl rsh a amin rn ustrg/ n the Aaska economy.

recent as the 1990 pri hé voters of Alaska reg]ected a

rnrtratr that woul hve aIrzed casino gambling and a wide

range of other gaming actrvrtres

It 1S_clear that since gaming was legalized for t

[ Purpose of ..
charitable fund raising; maximum refum should

0 the charities.

(an i q b]

2. Gambling should not be made glamorous

As has been clearly demonstrated in states that have state
Iotterres high pa?/outs and heavy advertrsrng Induce people who
wou not. norm I}/ngamble t0 ambe and induce those who ao
gamble to spen At no~point has the legislature or the people
Of the state of Alaska rndrcated that they are interested In
encouragrng gamb rng As the state regulates gaming, It should
avold encourdging gambling.

3. Charitable gaming activity should be conducted for the
benefit of the greatest number of charities

Since, the urﬁose of chaitable %amrng IS to epsure, that non- Profrt
organizations have a fundin b It IS In the Dest rnterests of the
state to encourage equrtab |str| utron of gamrng related income.
thwou not eg ublic polic ow a small qumber of

arrtres or operators actrng on e | fa group of charities to
monopolize this funding soUrce.
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In the last ten years Alaska has seen a great deal of attention
focused on gambling and charitable gaming issues in the state.
During the past legislative session alone there were over 20 gaming
related bills introduced in the Alaska legislature. In addition,
primary election voters considered and rejected a sweeping
initiative that would have legalized casino gambling in Alaska along
with a wide range of other gaming activities.

Following is a brief history of charitable gaming in Alaska
outlining some of the reasons for this sudden upsurge of interest and
laying out the areas of concern that need to be addressed by the
legislature and state regulatory agencies in the next several months.

Since the 1960's, nonprofit charitable, religious, and educational

organizations in Alaska have been permitted to conduct gaming
activities to raise money for their programs.

Until the last fiv™ years, those activities have consisted almost
entirely of bingo games and to a lesser extent, raffles and ice
classics. Because of the inherent limitations on bingo games - they
require a substantial capital investment in equipment, space and



