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SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION
BY
Introduced:
Referred:

A BILL

FOR AN ACT ENTITLED

1 "“An Act relating to charitable gaming; and providing for an effective date."

N
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BE

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 05.15.060 is amended to read:

Sec. 05.15.060. REGULATIONS. The department shall adopt regulations under the
Administrative Procedure Act (AS 44.62) necessary to carry out this chapter covering, but not
limited to,

(1) the issuance, renewal, and revocation of permits, [AND] licenses, and vendor
registrations;

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

(3) the immediate revocation of permitSj [AND] licenses, and vendor

registrations authorized under this chapter if this chapter or regulations adopted under it are
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violated;

(4) the requiring of detailed, sworn, financial reports of operations from permittees
and licensees including detailed statements of receipts and payments;

(5) the investigation of permittees, licensees, registered vendors, and their
employees, including the fingerprinting of those permittees, licensees, registeredvendors, and
employees whom the commissioner considers it advisable to fingerprint;

C (6) [EXCLUSION PROM PARTICIPATION AS A PERMITTEE, LICENSEE,
OR EMPLOYEE OF A PERMITTEE OR LICENSEE, OF A PERSON CONVICTED OF, IN
PRISON FOR, OR ON PAROLE FOR AFELONY WITHIN THE PRECEDING FIVE YEARS,
OR CONVICTED OF A CRIME INVOLVING THEFT OR DISHONESTY OR OF A
VIOLATION OF A MUNICIPAL, STATE, OR FEDERAL GAMBLING LAW;

(7)J the method and manner of conducting authorized activities and awarding of
prizes or awarus, and the equipment that may be used;

£7} [(8)] the number of activities that may be held, operated, or conducted under
a permit during a specified period; however, the depanment may not allow more than 14bingo
sessions a month and 35 bingo games a session to be conducted under a permit;

(8} [(9)] a method of accounting for receipts and disbursements by operators,
including «he keeping of records and requirements for the deposit of all receipts in a bank;

(91[ [(10)] the disposition of funds in possession of a permittee, [OR] a person,
municipality, or qualified organization that possesses an operator’s license, or a registered
vendor at the time a permit® [OR] a license, or a vendor registration is surrendered, revoked,

or invalidated;

(10) [(11)] restrictions on the participation by employees of the Depanment of

Fish and Game in salmon classics;
(11) [(12)] other matters the commissioner considers necessary to carry out this
chapter or protect the best interest of the public.

* Sec. 2. AS 05.15.070 is amended to read:
Sec. 05.15.070. EXAMINATION OF BOOKS AND RECORDS. The commissioner may

examine or have examined the books and records of a permittee, an operator, a registered
vendor, or a person licensed to manufacture or to distribute pull-tab games in the state. The

commissioner may issue subpoenas for the attendance of witnesses and the production of books,



WORK DRAFT WORK DRAFT . /'? .{y PU WORK DRAFT

/" /
records, and other documents. J

* See. 3 AS 05.15.115 isamended by adding a new subsection to read:
(e) A contract between a permittee and an operator under thissection~for the conduct of

pull-tab games shall provide that the pennittee must receive at least 30 percent of the ideal net

for each pull-tab sericL- sold by the operator under the contract. CnM™* "1™ £
* Sec. 4. AS 05.15.122(c) is amended to read: * t/*Jp0/uU

B>\ (°) The depanment may not issue an operator’s license to an applicant if the applicant
8'yi6 iAor a Person employed by the applicant in a managerial or supervisory capacity, has been
9 convicted of,
10 (1) a felonv violaiiVri of the laws of the state, the United States, or another
11 state or territory relating to controlled substances or gambling;
12 (2) in prison for, or on parole for a felony other than a felonv described in (1)
13 of this subsection within the preceding five yearsi [,] or
14 (3) a misdemeanor [CONVICTED OF A CRIME] involving theft or dishonesty
15 or involving: [OF] a violation of a municipal, state, or federal gambling law within the
16 preceding five years.
- * Sec. 5. AS 05.15.122(d) is amended to read: JIVIWE-
18 (d) A licensee may not employ a person in a managerial or supervisory capacity if the
19 $ 1person would not be eligible foi issuance of a license under (c) of this section [HAS BEEN
20 CONVICTED OF, IN PRISON FAn OR ON PAROLE FOR A FEL ONY WITHIN THE
21 PRECEDING FIVE YEARS, OR CO. ..CTED OF A CRIME INVOLVING THEFT OR
22 DISHONESTY OR OF A VIOLATION OF A MUNICIPAL. STATE, OR FEDERAL
23 GAMBLING LAW].
24 * Sec. 6. AS 05.15.140(b) is amended to read:
25 A QN (b) In an application for a permit, a municipality or qualified organization shall disclose
26 >61 the name and address of each person responsible for the operation of the activity and whether
27 any person named
28 (1) would he ineligible for issuance of an operator’s license becal
29 AS 05.15.122(c) [HAS BEEN CONVICTED OF, IN PRISON FOR. OR ON PAROLE FOR A
30 FELONY WITHIN THE PRECEDING FIVE YEARS, OR CONVICTED OF A CRIME
31 INVOLVING THEFT OR DISHONESTY OR OF A VIOLATION OF A MUNICIPAL, STATE,
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1 OR FEDERAL GAMBLING LAW]; or
2 (2) has a prohibited financial interest, as defined in regulations adopted by the
3 commissioner, in the operation of the activity.

4 * Sec. 7. AS 05.15.140(c) is amended to read:

5 / ' (c) The commissionor may not issue a permit for an activity operated by a person
6 ™ 4 ~ described in (b)(1) of this section [WHO HAS BEEN CONVICTED OF, IN PRISON FOR, OR
7 1Y ON PAROLE FOR A FELONY WITHIN THE PRECEDINGFIVE YEARS,OR CONVICTED
8 OF A CRIME INVOLVING THEFT OR DISHONESTY OR OF AVIOLATION OF A
9 MUNICIPAL, STATE, OR FEDERAL GAMBLING LAW].

10 * Sec. 8. AS 05.15.160(a) is amended to read:

11 (a) The only expenses that inay be incurred or paid in connection with the operation of
12 an tr*; tity under a permit issued under this chapter are bona fide expenses reasonably necessary
13 for

14 (1) goods, wares, and merchandise necessary for the operation of the activity:
15 (2) personal services involved with the operation of the activity, including those
16 performed by

17 (A) an employee of the permittee; or

18 A ! i (B) an operator hired by the permittee to conduct the activity [IF THE

19 X / COMPENSATION IS NOT RELATED TO THE RECEIPTS FROM THE ACTIVUT].

20~ *Sec. 9. AS 05.15.170 is repealed and reenacted to read: N

21 Sec. 05.15.170. SUSPENSION OR REVOCATION OF PERMIT, LICENSE, OR
22 VENDOR REGISTRATION, (a) The depanment may suspend, for a period of up to one year,
23 or revoke a permit, license, or vendor registration, after giving notice to and an opponunity to
24 be heard by the permittee, licensee, or vendor, if the permittee, licensee, or vendor

25 (1) violates or fails to comply with a requirement of this chapter or of a regulation
26 adopted under this chapter;

27 (2) breaches a contractual agreement with a permittee, licensee, or registered
28 vendor;

29 (3) is convicted of a felony, of a crime involving theft or dishonesty, or of a
30 violation of a municipal, state, or federal gambling law; for the purposes of this paragraph, a
31 pennittee, licensee, or vendor that is not a natural person is considered convicted if an owner or
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manager of the permittee, licensee, or vendor is convicted; or
@> knowingly submits false information to the depanment or, in the case of a
registered vendor, to a permittee or operator when the vendor knows that the false information
will be submitted to the depanment as pan of an application for registration.
(b) If the depanment revokes a license or vendor registration under this section, it may
prohibit the licensee or vendor from reapplying for a license or vendor registration for a period
of not more than five years. |If the depanment revokes a permit under this section, it mav
prohibit the permittee from reapplying for a permit for a period of not more than one year.
* Sec. 10. AS 05.15.183 is amended by adding a new subsection to read: J""o/
n (e)distributor may not
(1) take an order for the purchase of a pull-tab series from a vendor,
(fA (2) sell a pull-tab series to a vendor; or
(3) deliver a pull-tab series to a vendor, except as authorized by AS 05.15.185.
* Sec. 11. AS 05.15.185 is amended to read:
Arl™ *Sec. 05.15.185. DISTRIBUTION OF PULL-TAB GAMES. Each series of pull-tabs
distributed in the state must be sealed and have a serial number label issued by the National
Association of Fundraising Ticket Manufacturers or other serial number label approved by the
department and may be distributed only to
(1) a municipality or a qualified organization that has obtained a permit issued
under this chapter:
(2) [OR TO] an operator on behalf of an authorizing permittee: or
(3) a vendor registered under this chapter when
(A) a permittee or operator has received payment from the ver
the amount and form set out in AS 05.15.188(0. and the permittee or operator has
authorized the distributor to distribute the series to the vendor; and
the permittee or operator has paid to the distributor the pull-tab
y * tax under(/iS 05.15.18
*Sec. 12. AS 05.15.187 is amended by adding new subsections to read:
(h) An owner, manager, or employee of a person holding a permit or license under this
chapter, or registered under this chapter as a vendor, may not purchase a pull-tab from a pull-tab

series manufactured, distributed, or sold by the permittee, licensee, or registered vendor.
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(i) A pennittee, operator, or registered vendor may not turn over a prize of S50 or more
to a person with a pull-tab card entitling the person to that prize unless the person signs a receipt
for the prize and returns the receipt to the permittee, operator, or vendor. The pull-tab card

entitling the person to the prize may be signed as the receipt.

* Sec. 13. AS 05.15 is amended by adding a new section to article 2 to read:

(

Sec. 05.15.188. PULL-TAB SALES BY VENDORS ON BEHALF OF PERMITTEES

AND OPERATORS; VENDOR REGISTRATION, (a) A pennittee or operator may contract
with a vendor to sell pull-tabs on behalf of the permittee or operator, if the pennittee or operator
First registers the vendor with the depanment by applying for registration on a form prescribed
by the depanment and by submitting the registration fee of $50 for each location at which the

vendor will sell pull-tabs.

7 f (b) The department shall approve or disapprove an initial vendor registration request

j within 15 working days of receipt of the registration form from a pennittee or operator.

(c) Upon approval of the vendor registration, the depanment shall issue an endorsement
to the permittee’s permit or the operator’s license that authorizes the conduct of pull-tab sales at
that vendor location.

(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 in this state. A vendor may
not sell a pull-tab series until a copy of the permit or license containing the endorsement for the
new vendor location has been posted by the permittee or operator in the registered vendor
establishment. The endorsed permit or license must be clearly visible to the gaming public.

(e) A separate endorsement shall be issued for each vendor location. The permittee or
operator shall inform the depanment when a vendor with whom the permittee or operator is
contracting changes the physical location at which pull-tabs are sold, and shall return to the
depanment all copies of a permit or license endorsed to a vendor that is no longer selling pull-
tabs on behalf of the permittee or operator. Failure to inform the depanment of a change in
vendor location, or to return the endorsed copies of a permit or license to the depanment after
a vendor change, may constitute g;ounds for the suspension or revocation of a permittee’s pennit
or an operator’s license.

. (0 At the time that a permittee or operator annually renews its permit or license, it shall

also renew the registration of all locations where a vendor is selling pull-tabs on the permittee's
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or operator’s behalf and shall pay a registration fee of S50 for each vendor location.

(9) A permittee or operator that uses a vendor to sell pull-tabs on its behalf shall enter

into a written contract with that vendor. The department may inspect this contract. If the
contract contains provisions that violate this chapter or the regulations adopted under it. the
department may declare the contract void, and may suspend or revoke the registration of the
vendor and the license of the operator or the permit of the permittee.

(h) Except as provided in AS 05.15.185, a person, other than a permittee’s mcmber-in-
charge or an operator, may not directly supply a pull-tab series to a registered vendor for sale
by that vendor on behalf of the permittee or operator.

(i) If a permittee contracts with a vendor under (a) of this section, the contract must
provide that the pennittee shall receive no less than 65 percent of the ideal net.

(i) Except as provided in AS 05.15.185(3)(A), an amount equal to the ideal net less the
compensation owed to the vendor shall be paid by the vendor to the member in charge, operator,
or distributor upon delivery of a pull-tab series to the vendor for sale. The amount required to
be paid by the vendor shall be paid by check or, if paid by other means, shall be deposited
directly into the gaming checking account of the permittee or operator.

(k) All money paid to a registered vendor under this section by a permittee or operator

shall be paid by check only, and the check may not be drawn in a manner that the payee is not

identified.

@ The depanment may not issue a vendor registration for a person who would be

ineligible for issuance of an operator’s license because of AS 05.15.122(c), or who employs in
a managerial or supervisory capacity a person who would be ineligible for issuance of an
operator’s license because of AS 05.15.122(c).

(m) A registered vendor may not employ a person in a managerial or supervisory

capacity if the person would be ineligible for issuance of an operator’s license because of

AS 05.15.122(c).

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

Sec. 05.15.195. ORDER PROHIBITING ACTION IN VIOLATION OF CHAPTER, (a)
If the commissioner determines that a person has engaged in an act or practice in violation of this
chapter or a regulation adopted under this chapter, the commissioner may, after giving reasonable

notice to the person and an opportunity for the person to be heard, issue an order prohibiting the
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violation by the person. The order remains in effect until the person has submitted evidence
acceptable to the commissioner showing that the violation has been corrected.

(b) If the public interest requires, the commissioner may issue an emergency order
prohibiting an act or practice in violation of this chapter or a regulation adopted under this
chapter without notice to or an opportunity to be heard by the person affected by the order. The
commissioner shall immediately serve the person with a copy of the emergency order. An
emergency order expires 60 days after the date it is issued, if the person affected by the order
requests a hearing within 15 days of receipt of the order. If the person does not request a hearing
within 15 days of receipt of the emergency order, the order becomes permanent. Following a
hearing, the commissioner may rescind, modify, or make permanent the emergency order.

(c)A party aggrieved by an order under this section may appeal to the superior court.

* Sec. 15. AS 05.15.200(b) is amended to read:

(b) A person who, with the intent to mislead a public servant in the performance of the
public sen/ant’s duty, submits a false statement in an application for a permit, license, or vendor
registration under this chapter [,] is guilty of unsworn falsification.

16. AS05.15.210 is amended by adding new paragraphs to read:

(35) "ideal net" means an amount equal to the total amount of receipts that would
be received if every individual pull-tab ticket in a series were sold at face value, less the prizes
to be awarded for that series;

(36) "permittee" means a municipality or a qualified organization that holds a
valid permit under AS 05.15.100;

(37) "vendor" means a business whose primary activity is not regulated by this
chapter but that is engaged in the sale of pull-tabs on behalf of a permittee or operator, holds a
business license under AS 43.70, and is

(A) a retail establishment;
(B) an eating establishment; or

(C) an establishment licensed under AS 04.11.

* Sec. 17. This Act takeseffect immediately under AS 01.10.070(c).

-8-
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SENATE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

Introduced:
Referred:

A BILL

FOR AN ACT ENTITLED

1 "An Act relating to charitable gaming; and providing for an effective date."

2 BE

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 05.15.060 is amended to read:

Sec. 05.15.060. REGULATIONS. The department shall adopt regulations under the
Administrative Procedure Act (AS 44.62) necessary to carry out this chapter covering, but not
limited to,

(1) the issuance, renewal, and revocation of permits. [AND] licenses, and vendor
registrations:

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

3) the immediate revocation of permits* [AND] licenses, and vendor

registrations authorized under this chapter if this chapter or regulations adopted under it are

MV v text bracketfel
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violated;

(4) the requiring of detailed, sworn, financial reports of operations from permittees
and licensees including detailed statements of receipts and payments;

(5) the investigation of permittees, licensees, registered vendors, and their
employees, including the fingerprinting of those permittees, licensees, registered vendors, and
employees whom the commissioner considers it advisable to fingerprint;

(6) [EXCLUSION FROM PARTICIPATION AS A PERMITT. E, LICENSEE,
OR EMPLOYEE OF A PERMITTEE OR LICENSEE, OF A PERSON CONVICTED OF, IN
PRISON FOR, OR ON PAROLE FOR A FELONY WITHIN THE PRECEDING FIVE YEARS,
OR CONVICTED OF A CRIME INVOLVING THEFT OR DISHONESTY OR OF A
VIOLATION OF A MUNICIPAL, STATE, OR FEDERAL GAMBLING LAW,;

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

(7) [(8)] the number of activities that may be held, operated, or conducted under
a permit during a specified period; however, the depanment may not allow more than 14 bingo
sessions a month and 35 bingo games a session to be conducted under a permit;

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

(9) [(10)] the disposition of funds in possession of a permittee* [OR] a person,
municipality, or qualified organization that possesses an operator’s license, or a registered
vendor at the time a permit* [OR] a license, or a vendor registration is surrendered, revoked,
or invalidated;

(10) [(11)] restrictions on the participation by employees of the Depanment of
Fish and Game in salmon classics;

(11) [(12)] other matters the commissioner considers necessary to carry out this

chapter or protect the best interest of the public.

'* Sec. 2. AS 05.15.070 is amended to read:

Sec. 05.15.070. EXAMINATION OF BOOKS AND RECORDS. The commissioner may
examine or have examined the books and records of a permittee, an operator, a registered
vendor, or a person licensed to manufacture or to distribute pull-tab games in the state. The

commissioner may issue subpoenas for the attendance of witnesses and the production of books,
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records, and other documents.
* Sec. 3. AS 05.15.115 is amended by adding a new subsection to read:
(e) A contract between a permittee and an operator under this section for the conduct of
pull-tab games shall provide that the permittee must receive at least 30 percent of the ideal net
for each pull-tab series sold by the operator under the contract.
* Sec. 4. AS 05.15.122(c) is amended to read:
(©) The department may not issue an operator’s license to an applicant if the applicant
or a person employed by the applicant in a managerial or supervisory capacity, has been

convicted of,
(1) a felonv violation of the laws of the state, the United States, or another
state or territory relating to controlled substances or gambling:
(2) in prison for, or on parole for a felony other than a felonv described in (1)
of this subsection within the preceding Five yearsi [,] or
(3) a misdemeanor [CONVICTED OF A CRIME] involving theft or dishonesty
or involving [OF] a violation of a municipal, state, or federal gambling law within the
preceding five years.
Sec. 5. AS 05.15.122(d) is amended to read:
rd) A licensee may not employ a person in a managerial or supervisory capacity if the
person would not he eligible for issuance of a license under (c) of this section [HAS BEEN
CONVICTED OF, IN PRISON FOR, OR ON PAROLE FOR A FELONY WITHIN THE
PRECEDING FIVE YEARS, OR CONVICTED OF A CRIME INVOLVING THEFT OR
DISHONESTY OR OF A VIOLATION OF A MUNICIPAL. STATE, OR FEDERAL
GAMBLING LAW].
* Sec. 6. AS 05.15.140(b) is amended to read:

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

any person named

(1) would be ineligible for issuance of an operator's license becau:
AS 05.15.122(c) |[HAS BEEN CONVICTED OF, IN PRISON FOR, OR ON PAROLE FOR A
FELONY WITHIN THE PRECEDING FIVE YEARS, OR CONVICTED OF A CRIME

INVOLVING THEFT OR DISHONESTY OR OF A VIOLATION OF A MUNICIPAL, STATE.

3
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OR FEDERAL GAMBLING LAW]; or
(2) has a prohibited financial interest, as defined in regulations adopted |
commissioner, in the operation of the activity.
* Sec. 7. AS 05.15.140(c) is amended to read;

(c) The commissioner may not issue a permit for an activity operated by a person
described in (b)(1) of this section [WHO HAS BEEN CONVICTED OF, IN PRISON FOR, OR
ON PAROLE FOR A FELONY WITHIN THE PRECEDING FIVE YEARS, OR CONVICTED
OF A CRIME INVOLVING THEFT OR DISHONESTY OR OF A VIOLATION OF A
MUNICIPAL, STATE, OR FEDERAL GAMBLING LAW].

* Sec. 8. AS 05.15.160(a) is amended to read:

(@) The only expenses that may be incurred or paid in connection with the operation of
an activity under a permit issued under this chapter are bona fide expenses reasonably necessary
for

(1) goods, wares, and merchandise necessary for the operation of the activity;
(2) personal services involved with the operation of the activity, including those
performed by
(A) an employee of the permittee; or
(B) an operator hired by the permittee to conduct the activity [IF THE
v COMPENSATION IS NOT RELATED TO THE RECEIPTS FROM THE ACTIVITY].
* S_e)::. 9. AS 05.15.170 is repealed and reenacted to read:

Sec. 05.15.170. SUSPENSION OR REVOCATION OF PERMIT, LICENSE, OR
VENDOR REGISTRATION, (a) The depanment may suspend, for a period of up to one year,
or revoke a permit, license, or vendor registration, after giving notice to and an opportunity to
be heard by the permittee, licensee, or vendor, if the permittee, licensee, or vendor

(1) violates or fails to comply with a requirement of this chapter or of a regulation
adopted under this chapter;

(2) breaches a contractual agreement with a permittee, licensee, or registered
vendor;

(3) is convicted of a felony, of a crime involving theft or dishonesty, or of a

violation of a municipal, state, or federal gambling law; for the purposes of this paragraph, a

permittee, licensee, or vendor that is not a natural person is considered convicted if an owner or

4
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manager of die permittee, licensee, or vendor is convicted; or

(4) knowingly submits false information to the department or, in the case of a
registered vendor, to a permittee or operator when the vendor knows that die false information
will be submitted to the depanment as pan of an application for registration.

(b) If the department revokes a license or vendor registration under this section, it may
prohibit the licensee or vendor from reapplying for a license or vendor registration for a period
of not more than five year--. If the department revokes a permit under this section, it may
prohibit the permittee from reapplying for a pennit for a period of not more than one year.

* Sec. 10. AS 05.15.183 is amended byadding anew subsection to read:
(e) A distributor may not
(1) take an order for the purchase of a pull-tab series from a vendor;
(2) sell a pull-tab series to a vendor; or
(3) deliver a pull-tab series to a vendor, except as authorized by AS 05.15.185.
* Sec. 11. AS 05.15.185 is amended to read:

Sec. 05.15.185. DISTRIBUTION OF PULL-TAB GAMES. Each series of pull-tabs
distributed in the state must be sealed and have a serial number label issued by the National
Association of Fundraising Ticket Manufacturers or other serial number label approved by the
department and may be distributed only to

(1) a municipality or a qualified organization that has obtained a permit issued
under this chapter®
{2) [OR TO] an operator on behalf of an authorizing permittee; or
(3) a vendor registered under this chapter when
(A) a permitti eor operator has received payment from the vendor in
the amount and form set out in AS 05.15.188(i), and the permittee or operator has
authorized the distributor to distribute the series to the vendor; and
(B) the permittee or operator has paid to the distributor the pull-tab
tax under AS 05.15,184.
* Sec. 12. AS 05.15.187 is amended by adding new subsections to read:

(h) An owner, manager, or employee of a person holding a permit or license under this

chapter, or registered under this chapter as a vendor, may not purchase a pull-tab from a pull-tab

series manufactured, distributed, or sold by the permittee, licensee, or registered vendor.

5-
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0 A permittee, operator, or registered vendor may not turn over a prize of $50 or more
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to a person with a pull-tab card entitling the person to that prize unless the person signs a receipt
for the prize and returns the receipt to the permittee, operator, or vendor. The pull-tab card

entitling the person to the prize may be signed as the receipt.

* Sec. 13. AS 05.15 is amended by adding a new section to article 2 to read:

Sec. 05.15.188. PULL-TAB SALES BY VENDORS ON BEHALF OF PERMITTEES
AND OPERATORS; VENDOR REGISTRATION, (a) A permittee or operator may contract
with a vendor to sell pull-tabs on behalf of the permittee or operator, if the permittee or operator
first registers the vendor with the department by applying for registration on a form prescribed
by the department and by submitting the registration fee of $50 for each location at which the
vendor will sell pull-tabs.

(b) The department shall anprove or disapprove an initial vendor registration request
within 15 working days of receipt of the registration form from a permittee or operator.

(c) Upon approval of the vendor registration, the department shall issue an endorsement
to the permittee’s permit or the operator’s license that authorizes the conduct of pull-tab sales at
that vendor location.

td) 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 in this state. A vendor may
not sell a pul'-tab series until a copy of the permit or license containing the endorsement for the
new vendor location has been posted by the pennittee or operator in the registered vendor
establishment. The endorsed permit or license must be clearly visible to the gaming public.

(e) A separate endorsement shall be issued for each vendor locadon. The permittee or
operator shall inform the depanment when a vendor with whom the permittee or operator is
contracting changes the physical location at which pull-tabs are sold, and shall return to the
depanment all copies of a permit or license endorsed to a vendor that is no longer selling pull-
tabs on behalf of the permittee or operator. Failure to infonn the department of a change in
vendor location, or to return the endorsed copies of a permit or license to the depanment after
a vendor change, may constitute grounds for the suspension or revocation of a permittee’s permit
or an operator’s license.

(f) At the time that a permittee or operator annually renews its permit or license, it shall

also renew the registration of all locations where a vendor is selling pull-tabs on the permittee’s
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or operator’s behalf and snail pay a registration fee of S50 for each vendor location.

(g) A pennittee or operator that uses a vendor to sell pull-tabs on its behalf shall enter
into a written contract with that vendor. The depanment may inspect this contract. If the
contract contains provisions that violate this chapter or the regulations adopted under it, the
department may declare the contract void, and may suspend or revoke the registration of the
vendor and the license of the operator or the permit of the pennittee.

(h) Except as provided in AS 05.15.185, a person, other than a permittee’s member-in-
charge or an operator, may not directly supply a pull-tab series to a registered vendor for sale
by that vendor on behalf of the permittee or operator.

(i) If a permittee contracts with a vendor under (a) of this section, the contract must
provide that the permittee shall receive no less than 65 percent of the ideal net.

(j) Except as provided in AS 05.15.185(3)(A), an amount equal to the ideal net less the
compensation owed to the vendor shall be paid by the vendor to the member in charge, operator,
or distributor upon delivery of a pull-tab series to the vendor for sale. The amount required to
be paid by the vendor shall be paid by check or, if paid by other means, shall be deposited
directly into the gaming checking account of the permittee or operator.

(k) AIll money paid to a registered vendor under this section by a permittee or operator
shall be paid by check only, and the check may not be drawn in a manner that the payee is not
identified.

(1) The department may not issue a vendor registration for a person who would be
ineligible for issuance of an operator’s license because of AS 05.15.122(c), or who employs in
a managerial or supervisory capacity a person who would be ineligible for issuance of an
operator’s license because of AS 05.15.122(c).

(m) A registered vendor may not employ a person in a managerial or supervisory

capacity if the person would be ineligible for issuance of an operator’s license because of

AS 05.15.122(c).

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

Sec. 05.15.195. ORDER PROHIBITING ACTION IN VIOLATION OF CHAPTER, (a)
If the commissioner determines that a person has engaged in an act or practice in violation of this
chapter or a regulation adopted under this chapter, the commissioner may, after giving reasonable

notice to the person and an opportunity for the person to be heard, issue an order prohibiting the
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violation by the person. The order remains in effect until the person has submitted evidence
acceptable to the commissioner showing that the violation has been corrected.

(b) If the public interest requires, the commissioner may issue an emergency order
prohibiting an act or practice in violation of this chapter or a regulation adopted under this
chapter without notice to or an opportunity to be heard by the person affected by the order. The
commissioner shall immediately serve the person with a copy of the emergency order. An
emergency order expires 60 days after the date it is issued, if the person affected by the order
requests a hearing within 15 days of receipt of the order. If the person does not request a hearing
within 15 days of receipt of the emergency order, the order becomes permanent. Following a
hearing, the commissioner may rescind, modify, or make permanent the emergency order.

(c) A party aggrieved by an rrder under this section may appeal to the superior court.

* Sec. 15. AS 05.15.200(b) is amended to read:

(b) A person who, with the intent to mislead a public servant in the performance of the
public servant’s duty, submits a false statement in an application for a permit, license, or vendor
registration under this chapter [,] is guilty of unsworn falsification.

* Sec. 16. AS 05.15.210 is amended by adding new paragraphs to read:

(35) "ideal net" means an amount equal to the total amount of receipts that would
be received if every individual pull-tab ticket in a series were sold at face value, less the prizes
to be awarded for that series;

(36) "permittee” means a municipality or a qualified organization that holds a
valid permit under AS 05.15.100;

(37) "vendor" means a business whose primary activity is not regulated by this
chapter but that is engaged in the sale of pull-tabs on behalf of a permittee or operator, holds a
business license under AS 43.70, and is

(A) a retail establishment;
(B) an eating establishment; or
(C) an establishment licensed under AS 04.11.

* Sec. 17. This Act takes effect immediately under AS 01.10.070(c).
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*Sec. L FINDINGS AND PURPOSE, (a) The legislature finds that

Q) non-profit health and human service agencies enhance the quality of
life in the state by providing programs of assistance for those citizens with special needs
beyond that being served by the current health and human service programs funded by the
state;

(2)  non-profit health and human service agencies prolioe programs of
assistance in virtually all communities of the state;

3) actual and projected reduced funding assistance by state government
has and will continue to decrease both the level of service and the number of individuals
receiving services from non-profit health and human service agencies;

(4) actual and projected reduced funding assistance by state government
will continue to cause a reduction of the number of non-profit health and human service
agencies in the state;

(5) the amount of revenue generated by a state lottery may be sufficient
to maintain present levels of operation of the current health and human service agencies and
help to perpetuate their unique and invaluable contributions to the quality of life in the state;

(6)  the legislature will best serve the public interest by establishing a
state lottery, the proceeds of which shall be deposited in a special account within the
general fund to be appropriated by the legislature to fund first the necessary operations of
non-profit health and human service agencies on a "need" basis and then other state

programs as the proceeds allow.



(b)  The purposes of this Act are to
1) ensure the continued existence and operation of a health and human
service agency network hy creating a special account within the general fund know as the
lottery grants account;
2 establish the Alaska State Lottery Commission within the
Department of Administration, to administer, promote, and conduct a state lottery, the
proceeds of which shall be deposited in the lottery grants account of the general fund L>
appropriation by the legislature to fund grants to Alaska non-profit health and human
service agencies and for other purposes as determined by the legislature.

*Sec 2. AS 05 is amended bv adding a new chapter to read:

CHAPTER 18. STATE LOTFERY.
ARTICLE 1L ADMINISTRATION.

Sec. 05.18.0101. CREATION OF ALSKSA STATE LOTTERY
COMMISSION. The Alaska State Lottery Commission is established for the purpose
of generating revenue for the support of non-profit health and human service providers in
the State of Alaska, and for other expenses of the state. The Commission is an
instrumentality of the state within the Department of Administration.

Sec. 05.18.020. POWERS OF THE COMMISSION. (@ The powers of
the Commission are vested in the Board of Commissioners. The Commission consists of
the commissioner of administration and four members appointed by the governor and
subject to conformation by the legislature under AS 39.05.080. One member appointed to
the Commission shall have at least three years of experience in the administration of
physical and mental health related human service programs in the state; one member
appointed to the Commission shall have at least three years of involvement in statutory and
regulatory enforcement of charitable gaming, lotteries, or gambling enterprises; and two
members appointed to the Commission shall be public members. Appointed members of

the Commission shall qualify under AS 39.05.100. No more than three of the five



members may be members of the same political party. The governor shall designate an
appointed member to serve as chair of the Commission.

(b) Appointed members serve staggered terms of four years, and may be
reappointed. A vacancy on the Commission does not impair the authority of the
Commission to exercise the powers and perform the duties of the Commission.

(c) The governor may remove a member of the Commission. A removal by the
governor shall be in writing and shall state the reason for the removal. A member who is
removed by the governor may not participate in Commission business and may not be
counted for purposes of establishing a quorum after the person receives written notice of
removal.

(d) An appointed member of the Commission is entitled to compensation at a
rate of $150 for each day the member is engaged in the actual performance of duties as a
member of the Commission. The Commission may provide by regulation for
compensation for partial days during which an appointed member is engaged in actual
performance of duties as a member of the Commission.

(e) In addition to compensation under (d) of this section, an appointed member
of the Commission is entitled to per diem and travel expenses authorized for members of
boards and commissions under AS 39.20.180.

Sec. 05.18.030. MEETINGS. (a) The Commission shall meet at least
quarterly at the call of the chair, at the request of a majority of the members , or at a
regularly scheduled time set by the Commission.

(b) An action of the Commission is not binding unless taken at a meeting where
three or more of the members are present and vote in favor of the action.

Sec. 05.18.040. DUTIES AND POWERS OF THE COMMISSION, (a) The
Commission is responsible for the management of the lottery but shall contract with a

service provider for day to day operation of the lottery.



(b)  The Commission shall determine procedures for awarding the contract for
operation of the day-to-day conduct of the lottery and provide for preferential consideration
of Alaskan owned vendors.

© The Commission may condition the exercise of a power or duty delegated to
the Contractor.

(d) In managing the lottery the Commission shall

Q) be responsible for the management of the financial and legal
obligations of the lottery;

(2) generally manage the lottery on a self-sustaining basis for the
purpose of revenue generation;

(3)  determine policy direction for the operation and administration of the
lottery;

(4) report to the governor and the legislature each quarter on the total
lottery revenue, prize disbursement, and other expenses for the preceding quarter;

(5)  report to the governor and the legislature each year, including a full
and complete statement of lottery revenue, prize disbursement, and other expenses, and
recommendations for changes in this chapter;

(6) report to the governor and the legislature as frequently as the
Commission determines necessary on the reaction of state residents to the lottery, and on
matters that require changes in the law to prevent violations or evasions of this chapter or to
correct undesirable conditions in connection  with the operation or administration of the
lottery;

(7)  monitor the operation of the lottery throughout the state; and

(8)  study and investigate the operation and administration of the lottery
laws of other states and federal lav/s that affect the lottery.

(b) The Commission may do all tilings necessary and appropriate to exercise the

Commission's duties and powers under this chapter.



Sec. 05.18.050. REGULATIONS. (@) The Commission shall adopt
regulations under the Administrative Procedure Act (AS 44.62) to establish
(1)  the type of lottery to be conducted;
(2)  the price of lottery products;
(3)  the numbers and sizes of the prizes for the winning lottery products;
(4)  the manner of selecting the winning products;

(5) the frequency of the drawings or selections of winning lottery

products;

(6) the type and number of locations where lottery products may be
sold;

@) the method to be used in selling lottery products;

(8) the manner of payment of prizes to the holders of the winning lottery
products;

9) the procedures for contracting with persons to be agents;

(10)  the manner and maximum amount of compensation to be paid
agents;

(11) the prizes that an agent or an employee of the agent can award; and

(12)  other matters necessary or desirable to carry out this chapter, to
operate the lottery efficiently and economically, and to make the purchase of lottery
products and the distribution of prizes convenient.

(b) The Commission shall adopt regulations under the Administratitive Act (AS

44, ) toestablish

Q) the qualifications to be met by nonprofit health and human service
agencies for consideration of funding from the lottery grants program;

2 the procedures for nonprofit health and human agencies to apply for

consideration for funding from the lottery grants account.
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Sec. 05.18.070. DUTIES OF CONTRACTOR, (a) The Contractor shall

(1)  conduct the operation and day to day administration of the lottery;

(2)  contract with agents to sell lottery products;

(3)  meet at least quarterly with the Commission on the operation and
administration of the lottery;

(4)  make available for inspection by the Commission, upon request, all
books, records, files, and other information and documents of the Contractor;

(5)  advise the Commi ;sion and make recommendations to improve the
operation and administration of the lottery,

(6)  suspend or revoke a . ontract issued under this chapter for a violation
of this chapter or the regulations adopted u.'i* *his chapter;

(7)  subject to the approval of the Commission, enter into contracts for
the operation and administration of the lottely, except that agent contracts are not subject to
the approval of the Commission; and

(8)  provide each month to the Commission a full and complete statement
of the lottery revenue, prize disbursements, and other expenses for the preceding month.

(b) The Contractor may not employ a person who has been convicted, including
conviction based on a guilty plea or plea of no contest, of a felony or other crime if the
felony or other crime is substantially related to the qualifications, functions, or other duties
of the employee.

Sec. 05.18.080. SUBPOENAS. (@  The Commission may subpoena
v/itnesses and documents in a matter subject to the jurisdiction of the Commission. The
Commission may administer oaths and affirmations to persons whose testimony is
required.

(b) If a person fails to obey a subpoena, or if a person refuses to answer a

relevant question or to submit a document when ordered to do so by the Commission, the



Commission may apply to the superior court for an order directing the person to comply
with the subpoena or the order. The court may order the person to comply.
ARTICLE 2. LOTTERY RETAIL SALES AGENTS.
Sec. 05.18.100. LOTTERY RETAIL SALES AGENTS, (a) The Contractor
may contract with persons on behalf of the Commission to be lottery retail sales agents.
(b)  Alottery retail salts agent may
(1)  sell lottery products;
(2)  award prizes as allowed under regulations of the Commission; and
(3)  hire employees to perform the services under (1) and (2) of this
subsection.
()  An agent shall supervise each employee of the agent in the employee's
performance of services under (b) (1) and (2) of this section.
Sec. 05.18.110. QUALIFICATIONS FOR SALES AGENT CONTRACTS,
(@ A person who wishes to contract with the Contractor to be a sales agent shall apply on
a form provided by the Commission. The Contractor may charge the applicant a fee to
cover the costs of processing the application and checking the background of the applicant.
(b) Before contracting with an applicant to be an agent, the Contractor shall
consider
(1)  the financial responsibility and security of the applicant and the
applicant's business or activity;
(2) the accessibility of the applicant's place of business or activity to the
public;
(3) the ability of the applicant to promote the retail sale of lottery
products;
(4) the sufficiency of existing agent contracts to serve the public
convenience;

(5) the wlume of expected sales; and



(6) oilier factors the Contractor determines are relevant.

(c) The Contractor may not contract with an applicant to be an agent if the

applicant

Q) is an individual who is not a resident of the state or is not a
corporation, partnership, or association licensed to conduct business in the state;

(2)  would be engaged in business exclusively as an agent;

3) is an individual under the age of 18; or

(4)  has been convicted of a felony that is substantiallyrelated to the
functions or duties offan agent or gambling misdemeanor, including aconvictionbased on
a guilty plea or plea of no contest.

Sec. 05.18.120. DURATION OF SALES AGENT CONTRACTS. The
Contractor may contract with an agent for a term of not more than two years, jubject to AS
05.18.110, the Contractor may renew the contract for successive terms of not more than
two years.

Sec. 05.18.130. REVOCATION OR SUSPENSION OF SALES AGENT
CONTRACTS, (a) The Contractor may suspend or cancel the contract of an agent who
violates 05.18.320.

(b) The Contractor may suspend or cancel the contract of an agent who violates
a regulation adopted under this chapter or a provision of this chapter other than AS
05.18.320.

Sec. 05.18.140. COMPENSATION OF SALES AGENTS. €)) The
Contractor shall establish the levels of compensation for agents. The contractor may
establish bonus or incentive awards

(b) When establishing the compensation for sales agents, the Contractor shall
consider

Q) the time and the cost of overhead necessary to make the lottery

products available at convenient times and for sufficient hours to accommodate the public;



2 the time necessary for an agent to keep adequate records of the sales
of lottery products and to prepare the deposits and reports required under AS 05.18.150;
3) other criteria the Commission considers relevant.

Sec. 05.16.150. DEPOSIT OF RECEIPTS AND REPORTS, (a) The
Contractor shall deposit to the credit of the state in a bank designated by the commissioner
of administration all net due proceeds from the sale of lottery products;

(b) The Commission shall determine the schedule for deposits of net due
proceeds by the Contractor.

© Every month the Contractor shall file with the Department of Administration
summary reports of the receipts and transactions in the sale of lottery products.

ARTICLE 3. PRIZES.

Sec. 05.18.200. ASSIGNMENT OF PRIZES. A person may not assign a right
to a prize under this chapter. A prize may be paid to a person other than the prize winner
under a court order or to the estate of a deceased prize winner or to the Department of
Administration for deposit in the general fund to satisfy a judgment in favor of the state
against the prize winner. The state is discharged of all further liability when a prize has
been paid under this section.

Sec. 05.18.210. PAYMENT OF PRIZES TO PERSONS UNDER 18 YEARS,
(@ Ifaperson entitled to a prize is under the age of 18 years, and if the prize is $5,000 or
less, the Commission may deliver the prize to an adult member of the minor’s family, or to
a guardian of the minor, in the for of a check or draft payable to the order of the minor. If
the prize is more than $5,000, the Commission may deliver the prize by depositing the
amount of the prize in a bank to the credit of an adult member of the minor's family, or a
guardian of the minor, as custodian for the minor. The person named as custodian shall
have the same duties and powers as a person designated as a custodian under AS 45.60.

(b) The state is discharged of all further liability after payment of prize to a

minor under this section.



(c) In this section, the terms "bank," "guardian,” and "member" of a "minor's
family™ have the meanings given in AS 45.60.091.

Sec. 05.18.220. UNCLAIMED PRIZE MONEY. The Commission shall retain
unclaimed prize money for the person entitled to it for one year after the prize is awarded.
The prize may not be claimed after one year from its award. If the winner does not claim
the prize money within the year, the Commission shall transfer the money and accrued
interest to the lottery grants account.

ARTICLE 4. MISCELLANEOUS PROVISIONS.

Sec. 05.18.300. LOTTERY GRANTS ACCOUNT AND APPROPRIATIONS.
There is created in the general fund the lottery grants account. The account consists of the
proceeds received from the sale of loitery products and all other money credited or
transferred to the account. The commissioner of administration shall separately account for
money deposited in the account. The annual estimated balance in the accour *shall first be
used by the legislature to make appropriations to the lottery grants account to carry out the
purposes of this chapter. That portion of the annual estimated balance in the account that is
not necessary for the support of the health and human service agencies lottery grants
account may be appropriated to other purposes as the legislature considers appropriate.

Sec. 05.18.310. AUDIT. The Commission shall have an audit of the books and
accounts of the contractor performed at least once each year by certified public accountants.
The Commission may have special audits performed at any time on its own motion. The
Commission shall file a copy of each audit with the commissioner of administration and the
legislature.

Sec. 05.18.320. PROHIBITED ACTS, (a) A person may not

(@)} act as an agent or sell a lottery product unless the person has a
contract with the Commission to be an agent, or is an employee of an agent and sells lottery

products or awards lottery prizes under the supervision of the agent;

10



(2) sell a lottery product at a price greater than that fixed by the
Contractor,

(3)  sell or offer to sell a lottery product to a person under the age of 18;

(4)  knowingly present a counterfeit or altered lottery product for
payment or transfer a counterfeit or altered lottery product to another person to present for
payment;

(5)  with intent to defraud, falsely make, alter, forge, utter, pass, or
counterfeit a lottery product; or

(6) impersonate a lottery representative.

(b)  An agent, a member of the Commission, or an officer or employee of the
Contractor may not purchase a lottery product or receive a lottery prize.

(c)  An agent may not willfully withhold funds owed to the Contractor.

(d)  This section does not prohibit a person from giving a lottery product to
another person of any age.

Sec. 05.18.330. ASSIGNMENT OF CONTRACTS. A person who enters into
a contract under this chapter may not assign the contract without the approval of the
Commission.

Sec. 05.18.340. PENALTY. A person who violates AS 05.18.150,
05.18.160, 05.18.200. 05.18.320, or 05.18.330 is guilty of a class C felony.

Sec. 05.18.980. APPLICABILITY OF OTHER LAWS. Unless specifically
provided otherwise in this chapter, the following laws do not apply to the operations of the
Commission:

(1) AS 05.15;
(2)  state procurement laws, including AS 36.30, except as specifically
provided in that chapter.

Sec. 05.18.990. DEFINITIONS. Intl diapter, unless the context requires

otherwise.



(1) "agent" means a person who has contracted with the commission to
be a lottery retail sales agent under this chapter;

(2)  "agent contract” means a contract under AS 08.18.100 between the
commission and an agent;

(3) "Commission" means the Alaska State Lottery Commission;

(4)  "Contractor" means the vendor under contract with the Commission
to conduct day-to-day operations of the lottery;

(5)  "lottery" means the lottery established and operated under this
chapter,

(6)  "lottery product” means a ticket, receipt, card, or other item, except
a lottery prize, received by a person from an agent or an employee of an agent as evidence
of participation in the lottery;

(7 "operation and administration™ includes accounting, sales,
promotion, enforcement, and security;

(8) "person” has the meaning given in AS 01.10.060 and also includes
an estate, receiver, trustee, assignee, referee, or other person acting in a fiduciary >
representative capacity, whether appointed by a court or otherwise, and a department,
commission, agency or instrumentality of the state, including municipalities and the
agencies and instrumentalities of municipalities.

*Sec. 3. AS 36.30.015(e) is amended to read:
(LANGUAGE NECESSARY FROM EXECUTIVE ORDER #50, SHOULD BE SIMILAR
TO THAT WHICH ESTABLISHES THE ALASKA PUBLIC BROADCASTING

COMMISSION)

*Sec. 4.  AS 36.30.050(c) is amended to read:

(© The lists may be used by the chief procurement officer or an agency when

issuing invitations to bid or requests for proposals under this chapter. The lists may be
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used by the Alaska Legislative Council, the court system, the Alaska State Lottery
Commission, the Alaska State Building Authority, and the Alaska Railroad Corporation.
*Sec. 5. AS 36.30,990( 1) is amended lo read:

Q) "agency" means a department, institution, commission, division,
authority, public corporation, the Alaska Pioneers' Home, or other administrative unit of
the executive branch of the state government, except for the University of Alaska, the
Alaska State Building Authority, the Alaska State Lottery Commission, and the Alaska
Railroad Corporation; it does not include a regional Native housing authority created under
AS 13.55.996, or a regional electrical authority created under AS 13.57.020;

*Sec. 6.  AS 39.25.110(11) is amended by adding a new subparagraph to read:
Alaska State Lottery Commission;
*Sec. 7. AS 39.50.200(b) is amended by adding a new paragraph to read:
Alaska State Lottery Commission (AS 05.18).
*Sec. 8. Sections 1, 2, 6, and 7 of this Act take effect July 1, 1987.
*Sec. 9. Sections 3 - 5 of this Act take effect on the effective date of sec. 2, ch. 106,

SLA 1986.
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CSSSSB 6 "An Actrelating to charitable gaming; and providing
for an effective date."

The department was given responsibility for administration ofthe Alaska
Gaming Reform Actin July of 1989. Since that time, the department has been
actively engaged bringing stability and equality ofenforcement to the charitable
gaming industry.

Ofmajorconcern to the department has been the so-called "third party vendor"
issue. PriortoJanuary 1, 1991 and the issuance of the Attorney General's
opinion on 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 avery limited basis. 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.

As awhole, the committee substitute addresses the major concerns the
department has had with regard to the vendorissue and increasing the
minimum percentage required to be paid to the authorizing permittee by
licensed operators. W ith these amendments to the Gaming Reform Act of 3988,
we feelthat all participants within the gaming industry will benefit, especially
the nonprofit charitable organizations which were originally intended to benefit
when charitable gaming was first,authorized in 1960.
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>Commissibner
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WALTER J. NICKEL, GOVERNOR

DEPARTMENTOFCOMMERCE & P.0. BOX D
JUNEAU, ALASKA 99011-0900

DIVISION OF OCCUPATIONAL LICENSING

April 3, 1991

Honorable Drue Pearce, Chairperson

Senate Labor ¢ Commerce Committee

Alaska State Senate

PO. Bx V

Juneau, AK 99811

Dear Senator Pearce:

At the work session on gam Ieglslatlon held on March 23, 1991, you

C?%Hggted adE Itjonal |n |on Existi OP% costs of the Gares’ of
rogram A |c ate osts of the program

Wth the add|t|on of“a Gamng rrm53|

The following information is enclosed:

1) Gamm?i:] Sg‘wogram costs with the addition of a Gaming

2) FY 9 Gamng Budget (existing program costs).

) Funding Summary.

) Revenue Summary.
Additional information requested on financial

) re ort?ng, garﬂrpab (? spensQ %v?ces suspen3|on and
revocatlons qnd %coap\// Ashington's lans
concerning pull-tab devices.

ou have uestions regarding the enclosed information, please
tact '[hISan¥fl% J J P

o1 B~ W

Sincerely

Amn Boudreaux
Director
AB/JS/ng931CD
040391c

Encloig}rm Hansen, Gaming Program Manager



Division of Occupational Licensing

GAMES OF CHANCE & SKILL

Gaming Program with a New Gaming Commission

Gaming Program Costs 715.9
Gaming Commission Costs (SB 4
fiscal note) 399.1
Anticipated Costs: $ 1,115.0
FY 92 Estimated Revenue $ 1.797.1

Excess GF Revenue $ 632.1



Division of Occupational

Licensing

GAMES OF CHANCE & SKILL

FY 91 Gaming Budget

Personal Services:

PCN

08-2075
08-2046
08-2059
08-2064
08-2076
08-2062
08-2077
08-2064
08-2060

Travel:

POSITION

Gaming Program Manager
Investigator 11

Revenue Auditor IV

Tax Examiner 11

(S) Occ. Lie. Examiner |
Clerk-Typist 111
Investigator IV (Anch)

Revenue Auditor 111 (Anch)

Investigator 11l (Fbx)
Administrative overhead

Sub-Total:

Services:

Contractual

Supplies:

Eguipment:

TOTAL:

RANGE

22
16
20
12
12

20
18
18

COST

$ 75.
58 .
70.
45.
18.
32.
63.8
58.2
58 .4
20.4

$500.5

$ 48.0

$163.1

$ 2.9

$715.9



Division of Occupational Licensing

GAMES OF CHANCE & SKILL

Funding Summary

FY 90 FUNDING

Authorization:
Funding was granted with transfer
of the program from the Department
of Revenue to DCED/Occupaitonal
Licensing.

Budget Increment:
This funding was provided by budget
increment to provide a supervisory
position for the gaming program.

FY 90 Sub-Total:

FY 91 FUNDING

Budget Increments:
Funding was provided for two (2)

positions:

1) Investigator Il $72.3;

2) Seasonal Occupational Licensing
Examiner | $27.7.

Budget Amendments:
Funding was provided for the

following:

1) Seasonal Clerk-Typist 11l $21.2;
2) Data Processing Clerk Il $39.4;
3) Attorney 1V $89.9

TOTAL:

$365 .4

100.0

$465.4

$100.00

$ 150.5

$715.9



Division oi Occupational Licensing

GAMES OK CHANCE h SKILL

Revenue Summary

FY 90 Revenue: $ 1,690.2
License/Permit Fees $ 99.1
1% Net Proceeds 192 .8
3% Pull-Tab Assessment 1,398. 3

FY 91 Revenue: (as of 4/2/91) $ 1,128.4
License/Permit Fees $ 85.5
1% Net Proceeds 110.8
3% Pull-Tab Assessment 932.1

(NOTE: FY 91 Revenue v/as originally estimated at $1,500.0 and may
exceed that amount.)

FY 92 Anticipated Revenue: $ 1,797.1
License/Permit Fees $ 97.1
1% Net Proceeds 170 .0

3% Pull-Tab Assessment 1530.0



REQUIRED FINANCIAL REPORTING
TO THE DEPARTMENT

MONTHLY I QUARTERLY I ANNUAL! V Il TOTALS

PERMITTEE X 300 X 1000 2200
OPERATOR X 21 X 21 105
DISTRIBUTORS X 21 252
MANUFACTURERS X 10 120
GRAND TOTAL 2677

Additionally, operators are required to file with the permittee, monthly,
quarterly and annual reports.

The required Report to the Legislature 1is comprised, 1in part, on the financial
data contained in all of the above reports; therefore, all information
contained in the various reports must be data entered into the comput®™"*- gaming

management program.

The 1““net proceeds fee is computed and remitted with the permittee annual
financial statement.

The 3~ pull-tab tax on ideal net is computed and remitted with the distributor
monthly reports. The pull-tab i.d. stamp number, the pull-tab serial number
and other identifying information must be data entered for each report.

The pull-tab i.d. stamp number, serial number, distributor and other
identifying data must be data entered from the manufacturer monthly report.

INVESTIGATIVE AND AUDIT STATISTICS

INVESTIGATIONS COMPLETED 1990 136

1991 45
AUDITS COMPLETED 1990 44

1991 26
INVESTIGATIONS IN PROGRESS 1991 35
AUDITS IN PROGRESS 1991 3

INVESTIGATIONS AND AUDITS NEEDED:

PERMITTEES 400
OPERATORS 15
DISTRIBUTOR 15

NOTICES OF VIOLATION ISSUED 1990 162

1991 61



COIN-OPERATED PULL-TAB
DISPENSING DEVICES

The Washington State Gambling Commission (WSGC) regulates the types of
pull-tab dispensing devices that may be used. Thexr regulations are somewhat
vague in that they don"t really specify the actual "mechanics" of the device.
The Commission does, however, require that any device proposed for use, and
is substantially different from already approved devices, must be INSPECTED
and APPROVED by the Commission before the device can be used.

Attached are the applicable rules governing pull-tab devices 1in Washington.

As you can see, WA regulates not only the device itself, but many other facets
of the industry. In many instances, WA 1is considered the "expert™ 1in
regulating gaming activities. In fact, they offer to other governmental
agencies "training" sessions. These sessions consist of both investigative
and auditing techniques as well as tours of pull-tab manufacturing

facilities. The "trainee" as part of the session, participate in actual
audits of licensees and accompany WSCG staff in observing and auditing a bingo
session.

If you are interested in obtaining a complete copy of Washington®s statutes
and regulations, or any other state, please let me know. I have copies of
both statutes and regulations for most, if not all. If you wish to speak with
the WSGC directly, their number 1is (206) 438-7687. The person you should talk
to is Randee Kerns.

Kelcy Parsons
Tax Examiner 11
Phone (907) 465-3409
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SUSPENSION AND REVOCATION

n and/or revocation of a permit is generally used as a "last ditch"”
en efforts to bring the permittee into compliance are unsuccessful

permittee has continued to violate statutes and regulations.

or

upon the nature and severity of the violation, the suspension period

from two weeks on up. Current statutes and regulations do not

specify a minimum or maximum amount of time for suspension. IT a permit
the revocation is one year from the effective date of the revocation

per AS 05.15.040.

revoked,

Under 15
denial of

Over the
been prop

is

AAC 105.190, the following are grounds for suspension, revocation or

a permit or license;

1) a false statement made in an application for a permit
or license or in a report required under AS 05.15. or this
chapter;

2) failure to keep sufficient books or records to
substantiate year-end reports to the department;

3) failure >0 timely file a report required by AS 05.15.
or this chapter;

4) the conviction of a permittee or an officer or employee
of a permittee of a felony or a crime involving moral
turpitude, or a violation of a municipal, state, or federal
gambling law;

5) knowing violation by a permittee or officer or employee
of a permittee of a provision of AS 05.15. or this chapter;

6) failure to devote net proceeds in accordance with AS
05.15. or this chapter;

7) paying or incurring unreasonable or exorbitant expenses
of fees by the permittee or licensee;

8) allowing the use of a permit by another organization;
9) failure to remit any amount of pull-tab tax to a
licensed pull-tab distributor when pull-tabs are acquired

or purchased.

years, several suggestions regarding the suspension of permits
osed. They are:

1) Assign a "point"” value to each violation. Each point
value would indicate the number of days the permit or
license 1is suspended. The lower the point value, the less

number of days the permit or license is suspended.

have



2) Assign a "point™ value to each violation. Once a
certain number of "points" have been assessed against a
permittee or licensee, the permit or license is suspended.
(Much the way the point system works with the drivers
license.)

3) Institute monetary fines or penalties for each
violation in addition to suspension. The fine or penalty
and lenth of suspension would be dependent upon the nature
and severity of the violation.

Of the three suggestions above, the department would recommend number 3. \We
feel that a fine, in addition to suspension, would go a long way towards
bringing the permittees and licensees into compliance.

Past efforts by the limited staff, to maintain consistency in the suspension
and/or revocation of a permit have been hampered, due primarily, to the
changes in the administration and policy. However, with the implementation of
che State 1.D. Stamp program for pull-tabs, and this administration® mandate
to bring this program into compliance, we believe substantial progress is
being made. However, the limited staff and resources we have, will continue
to limit our ability to fully implement the 1988 Gaming Reform Act and it
regulatory provisions.

Attachment

294 1Q
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\ fwAC 230-30-072 Punchhourd and pull lab inven-
tory and rclention requirements. Each punchboard and
pull lab series purchased or otherwise obtained by an
operator shall be controlled and accounted for in the
following manner: ’

.(1) Each operator shall closely monitor punchboard
and pull tab scries purchased to assure that all identifi-
cation and inspection service stamp numbers arc cor-
rectly entered in all records and each device purchased is
recorded. The following control procedures apply:
u-~(a) After the close of business on September 30, 1988,
and before operating punchboards and pull tabs after
that date, each operator shall take a physical inventory
of all punchboards and pull tabs in-play and awaiting
play and record the following information separately for
punchboards and pull tabs:

(i) Name of game; and

(i) 1.D. stamp number;

(b) At the time punchboards and pull tabs are deliv-
ered, each operator will assure that all purchase invoice
data is correct by comparing the actual 1.D. stamp
numbers on each punchboard/pull tab scries to the
numbers entered on the purchase invoices;

(c) After December 31, 1988, all purchases of punch-
boards or pull tabs shall be recorded on a standard dis-
tributor's invoice, which includes space for the operator
to cither attach a records entry label or enter the identi-
fication and inspection stamp number and the date the
devict wes placed out for play. For all punchboards or
pull tab scries purchased after December 31, 1988, the
operator shall enter the date and the identification and
insneciion service stamp number in the space on the in-
woice, adjacent to the distributors entry, by either at-
taching a records entry label or by written entry;

(d) After December 31, 1988, if a device is returned
to a d:stributor for any reason, including commission re-
quired recall, the operator shall record the date, invoice
or credit memo number, and "returned" on the original
purchase invoice: Provided, that licensees may use a
commission approved inventory log to comply with sub-
sections (c) and (d) of this section;

(2) Each punchboard or pull tab series which is re-
moved from operation, together with the prize flare, all
unplayed tabs, and all winning punches or tabs, shall be
retained by the operator for at least four months follow-
ing the last day of the month in which it was removed
from play. The board, unplayed tabs, flare, and all win-
ning punches or tabs shall remain available for inspec-
tion, on the licensed premises, by commission agents
and/or local law enforcement and taxing agencies: Pro-
vided, that devices may be stored off premise if they are
produced for inspection upon demand;

(3) Each punchboard or pull tab series which is not
placed out for public play or returned to the distributor
or manufacturer from whom it was originally purchased,
must be retained on the licensed premises and made
available for inspection by commission agents and/or lo-
cal law enforcement and taxing agencies: Provided, that
devices may be stored off premise if they are produced
for inspection upon demand;
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(4)  Each punchboard or pull tab series which
deemed by the operator to be defective or unplayable,
for any reason, shall not be returned lo the distributor or
manufacturer without approval from the commission. If
it is found to be defective after it has been placed out for
play, all other rules apply and it must be recorded as re-
quired by WAC 230-08-010: Provided, that the reten-
tion time required by subsection (2) above may be
shortened by the commission upon inspection and writ-
ten release by a commission agent. (Statutory Authority:
RCW 9.46.070 (8), (Il) and (14). 88-13 060 (Order
179), § 230-30-072, filed 6/14/88.J

VWVWAC 230-30-075 Minimum percentage of prizes
for certain gambling activities. No operator shall put out
for play and no distributor or manufacturer of punch-
boards and pull tabs shall sell or otherwise provide to
any person in this state or for use in this state any
punchboard or pull tab scries that docs not contain the
folloning minimum percentage in prizes:

(1) Punchboards - a minimum of 60 percent respect-
ing each punchboard placed out for public play.

(2) Pull tabs - a minimum of 60 percent respecting
each series of pull tabs placed out for public play.

(3) For the purposes of determining the percentage of
prizes offered on any punchboard, or in any pull tab se-
ries under this section, total merchandise prizes shall be
computed at the amount actually paid therefor by the
licensed operator plus 50 percent of that actual cost.
,/(4) Single cash prizes on punchboards/pull tabs shall
not exceed:

(@ Two hundred in cash; or

(b) A merchandise prize, or combination merchandise

prize, for which the operator has not expended more
than three hundred dollars.
s/(5) Multiple winners on an individual pull tab or
punch shall not exceed the single cash or merchandise
prize limit in (4) above. [Statutory Authority: RCW
[9.46.J070 (1), (2), and (11) and [9.46.J110. 85-21-046
(Order 154), § 230-30-075, filed 10/14/85. Statutory
Authority: RCW 9.46.070(11). 82-06-007 (Order 119),
§ 230-30-075, filed 2/19/82. Statutory Authority:
RCW 9.46.070(10). 79-09-029 (Order 91), § 230-30-
075, filed 8/14/79; Order 70, § 230-30-075, filed
5/24/77; Order 43, § 230-30-075, filed 11/28/75.]

x/WAC 230-30-080 Limitation on pull tab dispensing
devices. (1) No pull tabs shall be placed out for public
play unless the total number of pull tabs originally in the
series shall be clearly disclosed on the face of the flare
advertising the prizes available from that series of pull
tabs. The total number of pull tabs originally in the se-
ries will be placed upon the flare by the manufacturer
prior to the series being sold to a distributor or operator.

(2) No pull lab shall be added to a series of pull tabs
after that series has been shipped from its place of
manufacture.

(3) No pull tab scries, or any portion thereof, shall be
placed in, or if a spindle upon, any pull tab dispensing
device until any other series of pull tabs previously in, or
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upon, llie device has been played nut or permanently re-
moved from public play.

4
puli tab dispensing device out for public play shall be
removed from the dispensing device until the series is
permanently removed from public play, except only:

(@) Those pull tabs actually played by consumers,

(b) Those pull tabs removed by representatives of the
commission, or other law enforcement agency inspecting
the device, and

(c) Those tabs temporarily removed during necessary
repair or maintenance of the device.

cepting only labs removed under (b) and (c) here-
inabove, once a pull tab has been removed from public
play it shall not again be put out for public play.

No pull tab once placed in, or if a spindle upon,

a

5) No person shall put out any pull tab series for

public play unless the series of pull tabs is wholly con-
tained within, or if a spindle upon, the device used for
dispensing that series.
~/(6) No person shall sell or transfer to another person
in this slate, or for use within this state, or shall place
out for public play any device for the dispensing of pull
tabs not so constructed as to allow a consumer to clearly
sec each pull tab within, or if a spindle upon, the device
prior to playing the device. However, a metal plate, not
to exceed 3/4 inch in height, may be affixed across the
front at the bottom of the dispensing columns of a me-
chanical pull tab dispensing device.

(7) No person shall sell or transfer to any other per-
son in this state, or for use within this state, or put out
for public play any device for the dispensing of pull tabs
without permanent lines or markings on the face of the
device and clearly visible to the consumer which effec-
tively divide the tabs remaining in the device into divi-
sions of approximately 25 tabs so that the consumer can
determine how many tabs remain within the device.

(8) No person shall put out for public play any device
for the dispensing of pull tabs which is not so con-
structed as to provide for at least one selection position
for every 400 pull tabs originally in the series in play in
the machine.

The folloning schedule shall be folloned in the en-
forcement of this subsection:

MINIMUM NUMBER OF TABS THE NUMBER OF TABS

FROM WHICH SELECTION ORIGINALLY IN SERIES

MUST BE AVAILABLE OF FLAY
1 1- 400
2 401 - 800
3 801 - 1200
4 1201 - 1600
5 1601 - 2000
6 2001 - 2400
7 2401 - 2800
8 2801 - 3200
9 3201 - 3600
10 3601 - 4000

(9) No person shall sell or transfer to another person
in this state, or for use within this state, or put out for
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public play, any pull tab series which contains more than
4000 individual pull tabs. (Statutory Authority: RCW
9.46.030 (2) and (3) and 9.46.070 (I11) and (14). 8!
19-024 (Order 136), 8 230 30 080, filed 9/13/83.
Statutory Authority: RCW 9.46,070(14). 81 19 073
(Order 112), § 230 30-080, filed 9/15/81. Statutory
Authority: RCW 9.46.070(10). 79-07 019 (Order 90),
§ 230-30 080, filed 6/14/79; Order 55. § 230 30-080,
filed 6/25/76; Order 43, 8 230-30 080, filed 11/28/75;
Order 15, § 230-30-080, filed 4/17/74; Order 9, 8 230 -
30-080, filed 12/19/73, 1:26 p.m; Order 5. 8 230-30-
080, filed 12/19/ 73, 125 p.mJ

WAC 230-30-090 All devices must comply with
rules. No operator shall display or put out for play, and
no distributor or manufacturer or their representatives
shall sell or otherwise furnish, any punchboard, series of
pull tabs, or device for the dispensing of pull tabs unless
such punchboards, pull tabs or devices for the dispensing
of pull tabs conform to all requirements of this state's
laws and the rules of this commission, as they now exist
or are hereafter amended. [Order 18 § 230-30-090.
filed 5/21/74.]

WAC 230-30-095 Pull tab dispensing devices to be
submitted to commission for approval prior to sale. No
pull tab dispensing device shall be put out for public
play, or sold or otherwise furnished to any person In this
state, or for use within this state, after August 1 1976
unless and until an identical prototype of that device has
first been presented to the commission by its manufac-
turer and has been approved by the commission for use
within this slate.

Prototypes, or examples, of such devices shall be pre-
sented at the commission's office for staff review, to-
gether with an application for commission approval on a
form obtained from the commission, not less than 60
calendar days prior to the date by which a commission
decision is desired.

The commission shall retain the device actually sub-
mitted for approval, or a later production model thereof,
at the discretion of the director or the commission. Ap-
proval, if granted, shall extend only to the specific device
approved and devices exactly like it. If the device is
modified in any way, excepting only in color and other
like superficial appearance features, it must be resub-
mitted for commission approval of such modifications
and shall be treated in all respects under this rule as if it
were a new and different device.

The traditional single spindle device, and the clear
glass or plastic traditional fishbow device, for the dis-
pensing of pull tabs are hereby approved and these de-
vices need not be submitted to the commission for
further approval notwithstanding the above provisions of
this rule. [Order 55, § 230-30-095, filed 6/25/76; Or-
der 45, § 230-30-095, filed 12/30/75.]

WAC 230-30-300 Punchboard and pull tab device
to display name of its licensed manufacturer. (1) No op-
erator shall put out for play, and no distributor or man-
ufacturer shall sell or otherwise furnish, any
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punchboard, series of pull labs or device for the dis-
pensing of pull tabs unless each such board, series, or
device shall have conspicuously set forth thereon a
stamp, seal or label which identifies its manufacturer
and the city and state of its manufacturer.

(2) Any coin-operated pull tab dispensing device
manufactured or sold in this state, or for use in this
state, and initially placed out for play on or after August
I, 1976, shall have the manufacturer's name, the city
and state of its manufacturer, and the manufacturer's
serial number for that device stamped or embossed into
its case. The manufacturer shall keep a permanent
record describing each such device sold, identifying the
purchaser and setting out that serial number.

The manufacturer's serial number shall be set out on
the sales invoice each time the device is sold or
transferred.

(3) Each individual pull tab shall have conspicuously
set forth thereon the name of the manufacturer or label
or trademark which identifies its manufacturer, The la-
bel or trademark must be filed with the commission
prior to the printing of the pull tab.

(4) No operator shall put out for play and no distrib-
utor shall sell or otherwise furnish, any punchboard, se-
ries of pull tabs or coin operated device for the
dispensing of pull tabs, unless the manufacturer of
punchboards, series of pull tabs or coin operated device
for the dispensing of pull tabs, identified on such device,
has been licensed by the commission. [Statutory Au-
thority: RCW 9.46.070(13). 79-07-019 (Order 90), §
230-30-100, filed 6/14/79; Order 55, § 230-30-100,
filed 6/25/76; Order 43, § 230-30-100, filed 11/28/75;
Order 27, 8 230-30-100, filed 11/15/74; Order 23, 8
230-30-100, filed 9/23/74; Order 18 § 230-30-100,
filed 5/21/74; Order 12, § 230-30-100, filed 2/14/74.]

WAC 230-30-102 Pull tab series assembly and
packaging. (1) Manufacturers of pull tabs shall manu-
facture, assemble, and package each pull tab series in
such a manner that none of the winning pull tabs, nor
the location or approximate location of any of the win-
ning pull tabs can be determined, in advance of opening
the pull tabs in any manner or by any device, including
but not limited to any pattern in manufacture, assenbly,
packaging, markings, or by the use of a light.

(2) Winning pull tabs shall be evenly distributed and
mixed among all other pull tabs in the series. The series
shall be assembled and packaged with special care so as
to eliminate any pattern as between series, or portions of
series, from which the location or approximate location
of any of the winning tabs may be determined.

(3) When the series is packaged in more than one
package, box or other container, the entire series of in-
dividual pull tabs shall be mixed in such a manner that
no person can determine the position or approximate lo-
cation of any of the winning pull tabs or determine
whether any one package or portion of a scries contains
a larger or smaller percentage of winning pull tabs than
the balance of the scries. The packages, boxes or other
containers shall not be numbered as to distinguish one
from the other. Each series of pull labs shall contain a
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packing slip placed inside the package containing the
name of manufacturer, scries number, date the series
wes packaged, and the name or identification of the
person who packaged the series: Provided, That this in-
formation may be printed on the back of the flare or the
outside of at least one of the packages, boxes or con-
tainers in which the pull labs are packed. [Statutory
Authority: RCW 9.46.070 (8), (Il) and (14). 85-03-
024 (Order 142), § 230-30-102, filed 1/9/85; Order 78,
§ 230-30-102, filed 11/17/77; Order 43, § 230-30-102.
filed 11/28/75.]

VAWAC 230-30-103 Standards for construction of
pull tabs. (1) Pull tabs shall be constructed so that it is
impossible to determine the covered or concealed num-
ber, symbol, set of symbols, or game protection on the
pull tab until it has been dispensed to and opened by the
player, by any method or device, including but not lim-
ited to, the use of a marking, variance in size, variance
in paper fiber, or light.

(2) All pull tabs, except banded and latex covered pull
tabs, will be constructed using a two or three ply paper
stock construction.

(3) The manufacturer shall conspicuously print on the
face or cover sheet the series number and the name of
the manufacturer or label or trademark identifying the
manufacturer. On banded pull tabs, the series number
and the name of the manufacturer or label or trademark
identifying the manufacturer shall be printed so both are
readily visible prior to opening the puli tab.

(4) The cover sheet shall be color coded when indi-
vidual series numbers are repeated and may show the
consumer how to open the pull tab to determine the
symbols or numbers. The cover sheet will contain perfo-
rated and/or clean-cut openings centered over the sym-
bols or numbers on the back of the face sheet in such a
manner as to allow easy opening by the consumer after
purchase of the pull tabs, while at the same time, not
permitting pull tabs to be opened prematurely in normal
handling. Perforation should exist on both horizontal
lines of the opening with either perforated or clean-cut
on the vertical or eliptical line where the tab must be
grasped for opening after bending the edge of ticket
down. On latex covered pull tabs, either the face or back
of the pull tab shall be color coded when individual se-
ries numbers are repeated and may show the consumer
how to remove the latex to determine the symbols or
numbers. On banded pull tabs, the paper stock shall be
color coded when individual series numbers are repeated.

(5) Pull tabs will be glued or scaled so that it is im-
possible to determine the covered or concealed numbers,
symbol or set of symbols on the pull tab until it has been
dispensed to and opened by the player.

(6) Thickness.

(@)
sold out of mechanical pull tab dispensing devices ap-
proved for such use in this state by the Washington state
gambling commission.

(i)  Single opening and double sided tabs. The overall
bulk thickness of the pull tab shall be .045 inches plus or
minus .003 inches.

Vendable pull tabs. Defined as pull tabs that arc



230-30-103

Punchboards and Pull Tabs

(i)  Multiple opening labs. The overall bulk thickness out for play, sell or otherwise furnish to any person any

of the pull lab shall be .026 inches plus or minus .002
mches,
(b) _ s pull
cannot be sold out of mechanical pull tab dispensing de-
vices approved for use in this state by the Washington
state gambling commission. Nonvendable pull labs may
be dispensed from fishbowls, receptacles, packing boxes
or spindles. Manufacturers may use any thickness, pro-
vided they comply with all other rules of the
commission.
v-Tc) All pull tabs within a single pull lab scries shall be
of the same thickness.

(7) Length and width.

(a) Vendable pull tabs

(i) Single opening and double sided tabs shall be 1
7/8 inches x 1 inch plus or minus 1/8 inch.

(i) Multiple opening tabs shall be 3 1/2 inches by 1
7/8 inches plus or minus | inch.

(b) Nonvendable pull tabs - manufacturers may con-
struct nonvendable pull tabs in any size provided the pull
tab complies with all other rules of the commission.

(c) All pull tabs within a single pull tab series shall be
uniform in length or width and not vary by more than
3/64 inch, provided that in no case shall winning pull
tabs be identifiable by visible variation in dimension.

(8) All pull tabs will be constructed to insure that,
when offered for sale to the public, the pull tab is virtu-
ally opaque and free of security defects wherein winning
pull tabs cannot be determined prior to being opened
through the use of high intensity lights or any other
method.

(9 Each manufacturer shall establish his own game
protection for each pull tab game or series of games.
The game protection shall be a method of identifying
winning pull tabs, after they have been purchased and
opened, from nonwinning, altered or forged pull tabs.
The manufacturer may use special numbers, colors, de-
signs, ink or any combination to establish the game pro-
tection. Manufacturers will submit to the gambling
commission a letter explaining the game protection and
will keep the commission informed or. any changes.
Spindle-type pull tab scries when played in the manner
set out in WAC 230-30-070(8) are exempt from this
requirement. [Statutory Authority: Chapter 9.46 RCW.
87-15-052 (Order 169), § 230-30-103, filed 7/14/87.
Statutory Authority: RCW 9.46.070 (1), (2), and (I1)
and 9.46.110. 85-21-046 (Order 154), § 230-30-103,
filed 10/14/85. Statutory Authority: RCW 9.46.070 (5).
(7, (8), (9, (12), (14) and (19). 84-13-038 (Order
140), § 230-30-103. filed 6/15/84; Order 78, § 230-
30-103, filed 11/17/77; Order 43, § 230-30-103, filed
11/28/75.]

7 WAC 230-30-104 Possession or sale of pull tab se-
ries in which winners or location of winners may be de-
termined in advance—Prohibited. (I) No operator,
distributor or manufacturer, or representative thereof,
with knowledge or in circumstances whereunder he rea-
sonably should have known, shall possess, display, put

Nonvendable pull tabs. Defined as pull tabs Ihat

pull tab series or pull tab from any series:

(@ In which the winning labs have not been evenly
distributed and mixed among all other tabs in the series;
or

(b) In which the location, or approximate location, of
any of the winning tabs can be determined in advance of
opening the tabs in any manner or by any device, in-
cluding but not limited to, aay pattern in the manufac-
ture. assembly or packaging of the tabs by the
manufacturer, by any markings on the tabs or container,
or by the use of a light; or

() Which docs not conform in any other respect to
ilie requirements of these rules as to manufacture, as-

/scmbly, or packaging of pull tabs.

(2 No manufacturer or distributor or representative
thereof shall use as a sales promotion any statement,
demonstration, or implication that any certain portion of
a series of pull tabs contains more winners than other
portions of the series or that any series of pull tabs may
be sold by the operator in a particular manner that
would give the operator any advantage in selling more of
the pull tabs before having to pay out winners. [Statu-
tory Authority: RCW 9.46.070 (8), (11) and (14). 85-
03-024 (Order 142), § 230-30-104, filed 1/9/85; Order
78, § 230-30-104, filed 11/17/77.]

WAC 230-30-105 Only one flare may be used with
a punchboard or pull tab series. No person shall place or
have out in public view more than one flare advertising
the prizes available from the operation of any punch-
board, or from any series of pull tabs. [Order 43, § 230-
30-105, filed 11/28/75.]

WAC 230-30-106 Standards for flares, made by
ufacturers; distributors; operators. (1) Except as set
forth in paragraph (2) below, the flare advertising prizes
available from the operation of any punchboard, or any
series of pull tabs shall be made by the manufacturer
only, winning numbers or symbols shall not be altered by
any operator or distributor, and shall:

(@) Be placed only upon the upper face, or on the top,
of any such punchboard or any device used to dispense
the pull tabs; and

(b) Clearly set out each of the prizes available and the
number or symbol which wins prizes; and

(c) Set out the winning numbers or symbols for prizes
of five dollars or more in cash, or merchandise worth
five dollars or more at retail, in such a manner that each
may be easily and clearly deleted or marked off as each
prize is won and awarded. For the purposes of this sub-
section the retail value of a merchandise prize shall be
the amount actually paid therefore by the licensed oper-
ator plus 50 percent of that actual cost.

(20  Distributors and operators that make merchandise
packages and mcrchandisc-cash combination packages
may make and use substitute flares in accordance with
WAC 230-30-015 as long as the following conditions
are satisfied:

(@  The substitute Hare complies with the require-
ments of 1(a). (b), and (c) of this section;
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(b) The winning numbers or symbols on Ihc substitute
flare are selected from the winning numbers or symbols
on the flare made by the manufacturer, or from the op-
tional numbers placed on the back of the board by the
manufacturer; and r

(c) The substitute flare is stapled to the manufactur-
er's flare.

©) _
manner set out in WAC 230-30-070(8) are exempt
from this section. [Statutory Authority: RCW 9.46.070
(I1) and (14). 87-24-016 (Order 173), 8 230-30-106,
filed 11/23/87.  Statutory  Authority: RCW
9.46.070(10). 79-09-029 (Order 91), § 230-30-106,
filed 8/14/79; Order 43, § 230-30-106, filed
11/28/75.]

WAC 230-30-110 Possession of duplicate num-
bered-color coded pull tab series prohibited. (A) Each
manufacturer of pull tabs shall assign a scries number to
each series of pull tabs he manufactures and place that
series number on each pull tab in that series. A manu-
facturer may, in addition, assign a color trim to that se-
ries and if so, each pull tab in the series shall also reflect
that color trim

No manufacturer, manufacturer's representative, dis-
tributor or distributor's representative shall sell or fur-
nish to any operator a series of pull tabs with the same
series number and color code combination as a series
which that operator has previously purchased or ob-
tained but upon which play has not been completed.

(B) No person licensed as an operator of punchboards
or pull tabs shall ever obtain or possess, or shall ever al-
low upon the licensed premises, a series of pull tabs, or
portion thereof, with the same series number, or series
number or color code combination, as any other series of
pull tabs or portion thereof in his possession, or on the
licensed premises: Provided, That this rule shall not pre-
vent a person from retaining upon the licensed premises
pull tabs remaining from series removed from play for
the purposes of complying with federal or state law or
regulation if that person

(1) Has punched a hole through each such pull tab
removed and retained with a standard hole punch not
less than 1/8" in diameter immediately upon removal of
the pull tabs from play, and

(2) Made a written record of the series number, color
code if any, and the number of tabs remaining in that
series, immediately upon removing that series from play,
and

(3) The wwitten record so made is maintained upon
the licensed premises for a period of not less than three
years after the series is removed. [Order 27, § 230-30-
110, filed 11/15/74.]

WAC 230-30-130 Flare to display pull tab series
number. Each flare describing the prizes and winning
numbers or symbols for a scries of pull tabs in play shall
clearly set out the series number assigned to that pull
tab scries by the manufacturer. The series number will
be placed upon the flare by the manufacturer prior to
the series being sold to a distributor or operator. [Order

230-30-210

48, § 230-30-130, filed 3/23/76; Order 23, § 230-30-
130, filed 9/23/74.]

/ WAC’ 230-30-2(f0 Punchboard and pull tab business

[restrictions. (1) No operator shall buy, receive or other-

Spindle-type pull tab series when played in the
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wise obtain, nor shall any manufacturer or distributor,
or anyone connected therewith, sell or deliver any
punchboard, pull tab, pull tab dispensing device or re-
lated equipment, or merchandise for prizes to be
awarded in connection with such activities, to any oper-
ator, except a cash [the] basis nor shall any operator
permit any manufacturer or distributor or anyone con-
nected therewith, to acquire any interest, including a se-
curity interest, in any such equipment or merchandise. A
cash basis shall consist of payment in full, cither by cash
or by check, with payment made to the seller by the op-
erator upon, or prior to, actual physical delivery of the
merchandise to the operator; Provided, That when a
check is used for payment to constitute a cash basis
payment it shall be presented for payment into the
banking system by the end of the tenth calendar day
following the day the check is written. If an operator can
demonstrate by a preponderance of evidence that it has
properly made a payment by check, as required by this
section, then it will not be held liable for a violation of
this rule if the violation is caused solely by the failure of
the manufacturer or distributor to deposit the check into
the banking system in a timely fashion.

(2 No operator shall accept a loan of money or any
thing of value from any manufacturer or distributor, or
from anyone connected therewith. [Statutory Authority:
RCW 9.46.070(13). 81-13-033 (Order 110), § 230-30-
200, filed 6/15/81; Order 18. § 230-30-200, filed
5/21/74; Order 5, § 230-30-200, Tiled 12/19/73.]

Reviser's note: Permanent Order 30. filed by the Washington state
ambling commission in the office_of the code’ reviser on January 23,
1975, set an effective date of April 1, 1975, on the following section
included in this chapter:

WAC 230-30-200 as a repealed section. _

Emergency O.-der 34, filed April 1, 1975. deferred the effective date
of Permanent Order 30. from April |, 1975. to June 27. 1975

Permanent Order 36. filed May 9, 1975, voided Orders 30 and 34
before the designated effective date of June 27, 1975, thereby return-
ing the section to its former status as filed May 21. 1974. Sec later
promulgation of this section by Order 110, filed June 15. 1981

Reviser's note; RCW 34.04.058 requires the use of underlining and
deletion marks to indicate amendments to existing rules, and deems
ineffectual changes not filed by the agency in this manner. The brack-
eted material in"the above section docs not appear to conform to the
statutory requirement.

WAC 230-30-210 Buying front and selling to only
licensees required. No manufacturer, distributor or dis-
tributor's representative, shall sell or otherwise make
available to any person any punchboards, pull tabs, pull
tab dispensing devices or related equipment in this state
unless it has first determined that such person has a
valid license issued by the commission to sell or other-
wise distribute such equipment within this state, or to
operate such activity on a particular premise within this
state.

No operator, distributor or distributor's representa-
tive, shall purchase or otherwise obtain from any person
any punchboard, pull tab. device for the dispensing of
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pull tabs or related equipment in this state until it has
first determined that the person selling or otherwise of-
fering such equipment has a valid license issued by the
commission to sell the equipment in this state or has
been registered with the commission as required. [Order
5, § 230-30-210, filed 12/19/73.)

WAC 230-30-212 Punchboards, pull tabs and re-
lated equipment may be sold with sale of business. Not-
withstanding any other provision in these rules, a
licensed operator who is selling the retail business in
connection with which he is operating punchboards, pull
tabs and pull tab dispensing devices may transfer such of
those items as he has on hand to the buyer as a part of
the transaction, provided:

(1) The buyer has been licensed by the commission to
operate punchboards and pull labs or has applied to the
commission for such a license.

(2) Each such item sold together with the business is
reported to the commission in writing by the seller. This
report shall include a complete description of each item
sold together with the number of the commission’s stamp
assigned to each item and the number assigned by the
manufacturer to each board, series of pull tabs or device.
[Order 23, § 230-30-212, filed 9/23/74.)

WAC 230-30-213 Sale of punchboards, pull tabs
and puli tab dispensing devices when license revoked, ex-
pired or voluntarily surrendered. (1) Notwithstanding
any other provisions in these rules, a licensed operator or
distributor of punchboards and pull tabs whose license
has been revoked, expired or voluntarily surrendered
may sell complete pull tab series, pull tab dispensing de-
vices and unused punchboards in inventory to a licensed
distributor or a licensed manufacturer of those devices:
Provided, That the seller notifies the commission wit iin
ten days of the transaction in writing of the following

(@) The date the license is revoked, expired or
surrendered,

(b) A complete description of the itens to be sold in-
cluding commission identification stamp number,

(c) The name and license number of the distributor or
manufacturer who will buy the equipment.

(2) Licensed distributors and manufacturers of
punchboards and pull tabs may buy complete pull tab
series, pull tab dispensing devices and unused punch-
boards from a licensed operator whose license has been
revoked, expired or surrendered: Provided, That:

(@) The transaction is for cash only,

(b) The licensed operator has furnished the written
notification to the commission of the transaction re-
quired above.

(3) The distributor or manufacturer will prepare an
invoice for the transaction with a complete description of
all equipment purchased together with the commission
stamp number on each item A copy of the notice given
to the commission by the operator will be attached to
the invoice. The records of these transactions shall be

™
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retained by each party for not less than three years fol-
lowing the transaction, unless released by the commis-
sion from this requirement as to any particular record.
|Order 33. § 230-30 213. filed 2/21/75.|

WAC 230-30-215 Trade-in of used pull tab dis-
pensing devices permitted provided cet tin records are
maintained. "Trade-in" of pull tab dispensing devices by
an operator is prohibited, except when all of the follow-
ing conditions are satisfied:

(1) The trade-in is accomplished in connection with,
and as a part of, an occasional transaction wherein a li-
censed operator is purchasing other pull tab dispensing
devices from a licensed distributor or manufacturer.

(2) The portion of the purchase price of the devices
purchased by the operator to be deducted as a credit for
the devices traded in is the fair market price of such
trade-in iterrs, taking into account their age, condition
and functional obsolescence. The trade-in credit shall be
for value received and shall not be used by the distribu-
tor or manufacturer to grant a discount in the price of
the devices sold to the operator when such discount is
not available to all other customers of the distributor or
manufacturer.

(3) A record shall be kept of each transaction by all
parties to it which includes:

(@ A complete description of each device sold to the
operator, its sales price and the identifying number of
the device set out on the stamp affixed thereto by the
commission.

(b) A complete description of each device traded in to
the distributor or manufacturer, the amount of money
deducted from the sales price of the items purchased by
the operator as a result of the device being traded in,
and the identifying number of the device set out on the
stamp affixed thereto issued by the commission. These
records shall be in addition to those elsewhere required.
The records of these transactions shall be retained by
each party for not less than three years folloning the
transaction. [Order 15, § 230-30-215, filed 4/17/74.)

V.t rri
V\)AC 230-30-220 Interest in separate business in-
volving punchboards and pull tabs at a different market-
ing level prohibited. No manufacturer, distributor or
operator of punchboards, pull tabs, pull tab dispensing
devices or related equipment shall:

(1) Have any interest, directly or indirectly, in any
other of these businesses operating in whole or in part at
a different marketing level,

(2) Allow any of its officers, or any other person with
a substantial interest in such business, to have any inter-
est in any other of these businesses operating in whole or
in part at a different marketing level,

(3) Shall employ any person in any capacity or allow
any person to represent the business in any way if such
person is also employed by. or represents any other of
these businesses operating in whole or in part at a dif-
ferent marketing lewel:

(4) Shall allow any other of these businesses operating
in whole or in part at a different marketing lewvel, or any
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person with a substantial interest therein to have any in-
terest directly or indirectly, in it;

(5) Have any interest, directly or indirectly, in any
business of any kind in which any other of these busi-
nesses operating in whole or in part at a different mar-
keting level, or any person having a substantial interest
therein, also has a substantial interest;

(6) Allow any other business of any kind in which any
other of these businesses, or any person having a sub-
stantial interest therein, to have any interest, directly or
indirectly, in it;

(7) For the purposes of this rule, the different mar-
keting levels shall be:

(@) Operator;

(b) Distributor;

(c) Manufacturer;

(8) This rule shall not prohibit the same person li-
censed arid operating as a manufacturer from being also
licensed and operating as a distributor. [Order 18 §
230-30-220, Tiled 5/21/74; Order 5 § 230-30-220,

filed 12/19/73.]

WAC 230-30-300 Recall of defective punchboards,
pull tabs or pull tab dispensing devices. (1) Upon a de-
termination that punchboards, pull tabs or pull tab dis-
pensing devices for sale in Washington do not meet
commission standards, the director may order all defec-
tive products and all similarly constructed or printed
products be recalled by the manufacturer(s).

(2) If the director orders such a recall, the manufac-
turer of the product shall be immediately notified
regarding the items to be recalled, reason for the recall,
effective date of the recall, and any other specific re-
quirements. The verbal notification shall be followed
with a written notification. Immediately upon the oral
notification, manufacturers shall cease sale in the state
and initiate actions to ensure complete compliance with
the recall. Manufacturers will notify all distributors
within 72 hours of the items recalled, effective date of
recall, and arrange for the prompt return of the defec-
tive items. Distributors, when notified in writing by ei-
ther manufacturer or commission of the recall, shall
immediately stop sales and/or delivery of the product.

(3) The commission shall notify, in writing, each li-
censed distributor of gambling paraphernalia of the re-
call, effective dates thereof, the products involved, and of
any special instructions if applicable. Within 72 hours,
the distributor shall notify the Commission of the name
and addresses of operators who have purchased the re-
called item(s) during the last 30 days.

(4) When the distributors have provided the names of
the operators, the commission shall then notify, in writ-
ing, each affected licensed operator as to the items re-
called, effective date and special instructions, if
applicable. Operators shall not utilize any defective
punchboards, pull tabs or pull tab dispensing devices af-
ter receiving written notification from the commission.

(5) Prior to any reintroduction in the state of any re-
called or similar item, the manufacturer must first sub-
mit the revised or reworked item to the commission for
review, evaluation and approval. The manufacturer will

2.10-30-500

be notified in writing, of the approval or disapproval and
a copy of the approving letter will be sent by the manu-
facturer to the distributor with the next live shipments
of the reworked item. [Statutory Authority: RCW 9.46-
.1370 (8), (I'1) and }14). 88 07 059 (Order 175). § 230-
30-300, filed 3/15/88.|

WAC 230-30-5(10 Rules upplicahlc to operators of
punchboards and pull tabs applicable as well to operators
of either activity, liach rule of the commission which
applies to operators of both punchboards and pull tabs
shall apply as well to operators of either one of these
activities. [Order 25, § 230-30 500, filed 10/23/74.J
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ORDER ADOPTING, AMENDING, AND REPEALING REGULATIONS OF THE
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

The attached 14 pages of regulations dealing with gaming on the air waves, operator
licensing and security, limitations on pull-tab sales, expenses, revocation of a permit or
license, prohibited financial interest, contests of skill, definitions, and deletion of old
Department of Revenue regulations are hereby certified to be correct copies of the
regulations which the Department of Commerce and Economic Development amends,
repeals, and adopts under authority of AS 05.15.060, AS 05.15.130, AS 05.1.5.160, and
Chapter 33, SLA 1990, and after compliance with the Administrative Procedure Act (AS
44.62), specifically including notice under AS 44.62.190 and AS 44.62.200 and opportunity

for public comment under AS 44.62.210.
This action is not expected to require an increased appropriation.

This order takes effect on the 30th day after it has been filed by the Lieutenant Governor
as provided in AS 44.62.180.

DATE: December 31. 1991
Juneau, Alaska

Glenn A. Olds, Commissioner
Department of Commerce and
Economic Development

FILING CERTIFICATION

I, Jolm_B. Coghill, Lieutenant Governor for the State Alaska, certify that

on LTftH. ,6 1-. A99-L at*~?m ,, | filed to
the provisions of AS 44.62Jj40

Effective: PC4. £Tj 172, )

Register: 17,1 N Api>«6 ftl*)

JNH/kp/val5048V



Register 121, Awpril, 1992 PROFESSIONAL REGULATIONS

(Words underlined indicate language being added; words
[CAPITALIZED AND BRACKETED] indicate language being deleted.
New sections do not use underlining or bracketing.)

(Publisher: Please renumber 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 AND DISTRIBUTION;

Article 3, Pull-tab Games, to ARTICLE 4, PULL-TAB GAMES;

Article 4, Bingo Games, to ARTICLE 5, BINGO GAMES; and

Article 5, General Provisions, to ARTICLE 9, GENERAL
PROVISIONS)

12 AAC 34 is amended by adding a new article to read:
ARTICLE 1.
PERMITS AND PERMITTEES

12 AAC 34.100. CONDUCT OF GAMING ON THE AIRWAVES. In
accordance with ch. 33, SLA 1990, a game of chance and skill
authorized under AS 05.15.100(a) may be conducted on the
airwaves by a noncommercial broadcasting station or network of
stations,only if the station or network

(1) conducts the game under a permit issued to the
station or network under AS 05.15.100(a); and

(2) has not contracted with an operator for the
conduct ofthe game being played on the airwaves. (Eff. 2/5/92,

Register 121)

Authority: Sec. 2, ch. 33, SLA 1990
AS 05.15.060
AS 05.15.130

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 shall submit
(1) an original application on a form provided by
the department;
(2) a nonrefundable license fee required by
AS 05.15.122;
(3) a bond or security satisfactory to the
department as required by AS 05.15.122(b)(5); and
(4) proof of liability insurance that is issued in
the name of the operator for each location in which the operator
is conducting gaming activity.
(b) The department will, in its discretion, accept
lienable real property located in Alaska as security required
for an operator license under AS 05.15.167.

FILED 0284R S 1-
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(c) Except 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.

(d) Except as provided in (b) of this section, 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 05.15.157;

(2) will be in effect for a term of two yearsafter
the date the operator license is issued; and

(3) if a ~certificate of deposit,is in the name of
the State of Alaska in trust for the applicant and accompanied
by a completed assignment of negotiable instrument form provided
by the department.

(e) An applicant shall retain a copy of the application in
its permanent records. (Eff. 2/5/92, Register 121)

Authority: AS 05.15.060
AS 05.15.122
AS 05.15.124
AS 05.15.165
AS 05.15.167

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

12 AAC 34.375. PAYMENT FOR PULL-TABS. Within 30 days
after the actual delivery of a pull-tab series or game to a
permittee or operator, the permittee or operator shall pay to
the distributor the full purchase price, by check made payable
to the distributor. (Eff. 2/5/92, Register 121)

Authority: AS 05.15.060

12 AAC 34.400(b) is amended to read:
12 AAC 34.400. LIMITATIONS ON PULL-TAB SALES. (a) In
accordance with AS 05.15.187, a pull-tab may be sold only if
(1) all pull-tabs in the series being played have
the same series number,;
(2) the entire pull-tab series is available for
play at only one location;
(3) a pull-tab series contains the entire prize
structure for that series.
(b) A pull-tab game may not be sold in this state if
(1) the prize structure for that game is
across mere than one pull-tab series within that game: or
L2X a single prize in that pull-tab game exceeds
5QQ (Eff. 6/3/90, Register 114; am 2/5/92, Register 121)

FILED 0284R -2 -
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Authority: AS 05.15.060
AS 05.15.130
AS 05.15.187
AS 05.15.210

12 AAC 34 is amended by adding a new section to Article 4 to
read:

12 AAC 34.410. PULL-TAB PARTICIPATION. (a) A person may
not participate as a player in a pull-tab series from which that
person, or a direct relative of the person, sold a pull-tab.

(b) A person may not sell a pull-tab to a drunken person
as defined in AS 04.21.080(b)(8). (Eff. 2/5/92, Register 121)

Authority: AS 05.15.060

12 AAC 34 is amended by adding a new section to Article 4 to

read:
12 AAC34.420. WITHDRAWAL OF PULL-TAB SERIES. (a) Except

as providedin AS 05.15.187(d) and (b) of this section, a
pull-tab series opened for play may not be withdrawn from play
unless all pull-tabs in that series are sold.

(b) A pull-tab series opened for play may be withdrawn
from play for the following reasons and under the following
conditions:

(1) the permittee's prize award limitation, as
identified in 12 AAC 34.900, has been reached for the calendar
year; if the permittee is authorized to conduct pull-tab
activities for the next calendar year, play of the withdrawn
pull-tab series must be resumed when the new permit is received
or at the beginningof the new calendar year, whichever is later

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

(3) a permittee discontinues employment of an
operator; immediately following the date on which the permittee
discontinues employment with the operator the operator shall
inventory the pull-tab series and return it, with the state
identification stamps, to the authorizing permittee if the
permittee or the permittee's new operator resumes pull-tab
activities, the withdrawn pull-tab series must be returned to
play immediately;

(4) pull-tabs are lost, stolen, or damaged as 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 10 days after the incident;

(5) a permittee discontinues conducting all
pull-tab activities; all pull-tabs open for play still in the
possession of the permittee shall be withdrawn and returned to
the department immediately for destruction;

FILED 0284R -3-
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(6) the permit under which the pull-tab series is
being sold is suspended, revoked, not renewed by the permittee,
or renewal is denied by the department; all pull-tabs open for
play still in the possession of the permittee shall be withdrawn
and returned to the department immediately for destruction

unless otherwise directed by the department;
(7) the department has approved the withdrawal in

response to a written request from the permittee; all pull-tabs
must be handled according to the specific instructions of the
department. (Eff. 2/5/92, Register 121)

Authority: AS 05.15.060
AS 05.15.180
AS 05.15.187

12 AAC 34 is amended by reserving a new article as follows:

ARTICLE 6.
RAFFLES, MONTE CARLO, AND OTHER GAMES
(RESERVED)

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

ARTICLE 7.
ACCOUNTING AND RECORDKEEPING

12 AAC 34.700. MAXIMUM ALLOWABLE DEDUCTIONS FOR AUTHORIZED
EXPENSES. (a) The total amount of authorized expenses that may
be deducted for advertising under 15 AAC 105.220(b)(3) may not
exceed five percent of the adjusted gross income for that gaming
activity.

(b) The total amount of authorized expenses under
AS 05.15.160 that may be paid or incurred by a permittee in
connection with a pull-tab activity may not exceed 60 percent of
the adjusted gross income from that pull-tab activity.

(Eff. 2/5/92, Register 121)

Authority: AS 05.15.060

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

ARTICLE 8.
SUSPENSION AND REVOCATION OF LICENSE OR PERMIT.

12 AAC 34.800. DENIAL, SUSPENSION, OR REVOCATION OF A

PERMIT OR LICENSE. The department will, in its discretion,
deny, suspend, or revoke a permit or license if the applicant,

permittee, or licensee

FILED 0284R -4 -
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(1) makes a false statement or reports false
information on an application for a permit or license or on a
report required under AS 05.15, 15 AAC 105, or this chapter;

(2) fails to provide the information,
documentation, or fees required as a part of the application or
reporting process;

(3) fails to meet the necessary qualifications for
a permit or license;

(4) fails to pay a tax, fee, penalty, or interest
payment due to the department or an authorizing permittee;

(5) alters or allows to be altered a permit or
license issued by the department;

(6) allows the use of a permit or license by
another person, except when a permittee contracts with a

licensed operator;
(7) wviolates, or allows an employee to violate, any

provision of AS 05.15, 15AAC 105, or this chapter;

(8) fails totimely file a report or supplemental
information required by AS 05.15, 15 AAC 105, or this chapter;

(9) fails to make and retain sufficient books or
records tosubstantiate a report required under AS 05.15, 15 AAC
105, or this chapter;

(10) fails to provide any information or
documentation requested by an authorizing permittee, the
department, or the department’s representative necessary to
substantiate a report required under AS 05.15, 15 AAC 105, or
this chapter;

(11) fails to remit the pull-tab tax to the pull-tab
distributor when the pull-tabs are distributed;

(12) fails to pay the permittee the minimum return
required by AS 05.15.128;

(13) is found to have a prohibited financial
interest in a gaming activity;

(14) allows an employee or any other person to be
responsible for the conduct of gaming activities who has

(A) within the preceding five years, been
convicted of, in prison for, or on parole for a felony;

(B) been convicted of a crime involving theft
or dishonesty or of a violation of any municipal, state, or
federal gambling law; or

(C) a prohibited financial interest in the
operation of the activity;

(15) uses, or allows the use of, net proceeds
derived from gaming activities for purposes other than that
allowed under AS 05.15, 15 AAC 105, or this chapter;

(16) deceives or defrauds any person;

(17) fails to cooperate with the department's
representatives by
(A) denying access to a site where

activities are being conducted; or

FILED 0284R -5-
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(B) failing to promptly produce for
inspection or audit a book, record, or document required by
statute or regulation; or
(18) uses someone other than a licensed operator, an
employee as defined in 12 AAC 34.200(b), or a volunteer as
provided for in 12 AAC 34.920, to conduct gaming activity on
behalf of the permittee or operator. (Eff. 2/5/92, Register 121)

Authority: AS 05.15.030
AS 05.15.040
AS 05.15.050
AS 05.15.060
AS 05.15.122
AS 05.15.128
AS 05.15.140
AS 05.15.170

12 AAC 34.810. PROHIBITED FINANCIAL INTEREST. (a) A
permittee or licensee may not have a prohibited financial
interest in a gaming activity, as described in this section, and
may not employ, contract with, or allow a person to participate
in activities authorized by AS 05.15 who has a prohibited
financial interest in a gaming activity.

(b) A permittee, licensee, or person participating in a
gaming activity has a prohibited financial interest if that
permittee, licensee, or person, or adirect relative of a
permittee, licensee, or person

(1) participates in the operation of a gaming
activity while also receiving compensation for the use of
equipment or facilities used to conduct that gaming activity,

unless licensed as an operator;
(2) conducts a gaming activity while at the same

time selling bingo equipment, pull-tabs, tickets, or supplies in

connection with that gaming activity at a price that ishigher
than the normal retail price offered to all  other customers.
(c) In addition to the prohibited financial interests

described in (b) of this section, an operator has a prohibited
financial interest in a gaming activity if the operator

(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 in this
state as a pull-tab distributor or pull-tab manufacturer;

(3) 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
manufacturer; or

(4) accepts a loan of money, or of anything of
value, from a manufacturer, distributor, or anyone connected

with a gaming activity.

FILED 0284R -6-
010892'3"



Register 121, April, 1992 PROFESSIONAL REGULATIONS

(ri) In addition to the prohibited financial interests
described in (b) of this section, a permittee has a prohibited
financial interest in a gaming activity if the permittee accepts
a loan of money, or of anything else of value, from a
manufacturer, distributor, or anyone connected with a gaming
activity. (Eff. 2/5/92, Register 121)

Authority: AS 05.15.060
AS 05.15.140

12 AAC 34 is amended by adding a new section to read:
12 AAC 34.980. CONTESTS OF SKILL DEFINITIONS. In

AS 05.15.210(7)
(1) "marksmanship” includes contests of skill based

on rifle, pistol, or archery matches, and other similar events

approved by the department in which awards are given;
(2) "races" includes any test or race of physical
endurance or skill performed by the individual contestants;
(3) "other athletic events"™ are physical events
that include generally recognized track and field events based
on personal physical ability or skill. (Eff. 2/5/92,
Register 121)

Authority: AS 05.15.060
AS 05.15.100
AS 05.15.210

12 AAC 34.990 is amended by adding new sections to read:

(4) "direct relative™ means a spouse, child,
parent, or any person related, up to and including the third
degree consanguinity to the person or the person's spouse;

(5) "licensee™ means a person, municipality or
entity that has a current license as an operator, pull-tab
distributor, or pull-tab manufacturer from the department.
(Eff. 6/3/90, Register 114; am 2/5/92, Register 121)

Authority: AS 05.15.060
AS 05.15.130
AS 05.15.210

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

15 AAC105.160. CONTESTS OF SKILL. Deleted 2/5/92.

15 AAC105.320. OPERATOR LICENSE AND BOND. Deleted2/5/92.

15 AAC 105.325. MINIMUM RETURN TO PERMITTEE. Deleted2/5/92
15 AAC 105.335. PULL-TAB TAX. Deleted 2/5/92.

15 AAC 105.190(a) is deleted

FILED 0284R -7 -
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(a) Deleted 2/5/92.
(Eff. 9/7/60, Register 2; am 11/6/76, Register 60; am
9/17/86, Register 99; am 10/1/88, Register 107; am 1/21/89,
Register 109

Authority: AS 05.15.060
AS 05.15.083
AS 05.15.087
AS 05.15.122
AS 05.15.140
AS 05.15.170

EDITOR'S NOTE: Under the authority of AS 44.62.125(b)(6) and
AS 01.05.031(b)(11) as of Register 121 (April 1992), the
regulations attorney deleted the regulations in 15 AAC 105 cited
above, which were superseded by provisions in 12 AAC 34.

FILED 0284R -8-
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ORDER ADOPTING AND AMENDING REGULATIONS OF THE

DEPARIVENT CF COMMERE AND EOONOMC  DEVELCRVENT
CAVES CF GHANE AD KILL

The attached three pa?es of regulations allowing a permittee to use a
volunteer to sell abs at™a location other than the permittee's

customa place of usmess are hereb certified t ?orrect copies, of

the or er errer n m%u lations wh che Departme
und er the authority of AS 05.15. 060 and

after co |ance the Admm trative Proce ure” Act _(AS 44,628
ecmca mclucL notice .un 8 A%S 89 and AS'44.62.200 ad
portunlt for pu comrent under AS 44.62

This action is not expected to require an increased appropriation.

This order takes effect on the 30th day after it has been filed by the
Lieutenant Governor as provided In AS 44.62.180.

[E
Juneau, Alaska——

lg p f

"fllm ssi oner
Department of Commerce and
conomc Development

FILING CERTIFICATION

John B Ccchill, Lieutenant State of Alaska, certify
that e e .1 | filed the'attached
regulatlons according fo the 120,

Effective: JoQC 1w j )
Register: |18 f )

KHwfok495W
51391
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12 AAC 34.400 is amended to read:

12 AAC 34.400. LIMITATION ON PULL-TAB SALES. (a) In

accordance with AS 05.15.187, a pull-tab may be sold only if

(1) all pull-tabs in the series being played have
the same series number;

(2) the entire pull-tab series is available for
play at only one location;

(3) a pull-tab series contains the entire prize
structure for that series.

(b) A pull-tab game may not be sold in this state if
prize structure for that game is spread across more than one
pull-tab series within that game.

lcl In _add.i-ti.g.n__t.o the requirements of AS 05.15.187(e). a

pgr5QILUndeJ _tilg age. Of 19 may not sell pull-tabs.
(Eff. 6/3/90, Register 114; am 6/14/91, Register 118)
A

uthority: AS 05.15.060
AS 05.15.130
AS 05.15.187
AS 05.15.210

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

12 AAC 34.910. LEASING OF LOCATION TO CONDUCT 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 or an 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, in its discretion, 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 under
this section must include a copy of the lease and 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.
(d) All pull-tab sales conducted under (a) of this

section must be conducted in an identifiably distinct area of
the location.

FINAL 0307R -1- Effective June 14, 1991
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(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.

() 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 peimittee or the employee of

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 per hour.
(9) 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.
(h) In (f) of this section, the term "employee™ has the

meaning in 12 AAC 34.200(b). (Eff. 1/15/91, Register 117; am
6/14/91, Register 118)

Authority: AS 05.15.020
AS 05.15.040
AS 05.15.060

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

12 AAC 34.920. USE OF VOLUNTEER SERVICES AMO SPACE.
Notwithstanding 12 AAC 34.200(a), a municipality or qualified
organization may apply for a permit to conduct charitable gaming
activities at a location other than the applicant's customary
place of business using a volunteer, if no compensation is to be

paid to the volunteer for conducting the gaming activity. If a
retail location is used to conduct gaming activities under this
section, the owner of the retail location must donate the space

to the permittee and may not receive compensation in any form.
(Eff. 6/14/91, Register 118)

Authority: AS 05.15.020

AS 05. 15.040
AS 05.15 .060

FINAL 0307R -2 - Effective June 14, 1991



WALTER J. HICKEL,GOVERNOR
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OEPA imilliw OF COMMERCE &

development P.0 BOX D
JUNF.AU, ALASKA 998110800
OFFICE OF THE COMMISSIONER PHONF. 1907) 465 2500

December 31, 1991

In response to numerous inquiries recently received by the
Department of Commerce and Economic Development
regarding the recently published charitable gaming regulations,
the department has summarized the regulations and the effect
oncharitable gaming in Alaska with the following release.

Assistant Commissioner

LOG/JH/mst3569m
123191a
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NEWS RELEASE

STATE OF ALASKA For Information Contact:
DEPARTMENT OF COMMERCE & Department of Commerce &
ECONOMIC DEVELOPMENT IgcononF;i(g BeveB)pment
GLENN A OLDS Juneaul. Alaka 99811

COMMISSIONER (907) 465-2500
FORIMMEDIATE RELEASE December 31,1991

COMMERCE AND ECONOMIC DEVELOPMENT ISSUES REVISED

GAMBLING RULES,IMPROVES CHARITIES'CUT

Charities in Alaska could more than double their take from charitable
gambling as a result of new state regulations governing gaming approved
today by Department of Commerce and Economic Dev..opment
Commissioner Glenn Olds.

Olds, with some changes, formalized new regulations on charitable
gamhbling that he had proposed this summer. Under the new regulations
operators of games of chance and charities that hold permits allowing the
games w ill be limited in how much in expenses they can deduct from games,
such as pull-tabs. That will free up more money to go for the purposes for
which charitable gambling is supposed to be conducted, such as educational,
civic, public orreligious purposes.

"Our purpose is to insure that, in the absence of new legislation to
control gambling, we do the bestjob we can under the existing law to protect
charities and enhance the proceeds that they make offcharitable gambling,”
said 0lds.

(MORE)



According to preliminary audit numbers released today by John Hansen
with the Department of Commerce and Economic Development, in 1990,
Alaskans spent $188.8 million on charitable gambling, a $3 million increase
over 1989’s spending. Lastyear’s spending represents an 11-foldincrease in
spending compared to the $17.6 million spentin 1980.

Spending on legalized gambling skyrocketed after regulators in 1984
legalized pull-tab gambling, which in 1989 accounted for about
three-quarters of the spending. Gambling was furthered in. 1988 when
lawmakers allowed "profit operators,” like bars, to sell pull-tabs on behalfof
operators who run the games onbehalfofpermitted charities.

Olds said the new regulations are designed to require operators and
permittees to run the games more efficiently so that more net proceeds are
available to go to the purposes designated by the charities.

"Right now, charities are required to receive only 2.25% of the gross
receipts from operators. All I'm doing is requiring that operators hold down
expenses sothe charitable take willincrease,” said 0lds.

In 1990, ofthe $188.8 million taken in, only $14.5 million (or 7.6%) went
to charities after prizes, taxes, and expenses were subtracted. When
charities ran their own games, the percentage rose to 9.5%, while operators
turned overonly $3.1 million ofthe $69.6 million they collected in the games,
or 4.4% to the charities.

W hile not changing the law, Olds’ new regulations lim it operators of

games from bingo to pull-tabs notto charge expenses greater than 60% ofthe
adjusted gross after prize costs are subtracted.
Currently, operators can claim expenses of 85% of the adjusted gross. In
1990, expenses of $28.6 million more than doubled the net proceeds to
charities. This will mean the charities’ percentage will increase two and
one-half (or three) times.

(MORE)



The new regulations also:

0 Limitto $500 the top single prize that can be won in pull-tab games,
compared to recent $5000 and $10,000 prizes. Olds said the
lim itation on prizes, which requires more small prizes to be offered
in each pull-tab game, was imposed since it becomes too tempting
for operators or employees to manipulate orrig games as the prize
values increase.

0 Prohibit bartenders to sell pull-tabs to intoxicated customers, just
like it is illegal under state law for bartenders to sell alcohol to
obviously intoxicated customers.

0 Prohibits operators of games from also heing the distributors of
pull-tab games. The change is being done to prevent problems with
collection of the state’s 3% tax on pull-tabs and to prevent higher
costs from being charged to permittees for pull-tabs they purchase
from operators who also act as their own distributors of pull-tab
games.

Olds said the changes should help prevent games of chance and
charitable gambling from more greatly affecting the incomes of those least
able to afford to play the games.

“Our goalis simply to regulate the industry as fairly as we can until
lawmakers can consider more sweeping changes,” said Olds. Legislation to
change regulations on charitable gambling was under consideration in hoth
the Alaska House and Senate this past session but did not win finalapproval.

The regulations, the subject of a series of public hearings this winter,
still need to be reviewed by the Attorney General's Office and filed by the Lt.
Governor’'s Office before they take effect.

HH#H
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COMPARABLE ANALYSIS
ALLOWABLE EXPENSES

1990 HB 517 60% Allowable Expenses
SB 501 60% Allowable Expenses
1991 SB 6 70% As Introduced

60% L/C and Judiciary

HB 168 80% Introduced in Bingo Halls
65% Introduced in Stores/Pull-Tabs
50% Vendor Outlets

SB 6 65% In Bingo Halls
50% In Stores/Pull-Tabs

As passed on both House and Senate
floors.

1992 12 AAC 34.700 60% Pull-Tab Expenses

2725m2



PULL-TAB ANALYSIS

GROSS RECEIPTS $1,000.00
($1.00 x 1,000 Pull-Tabha)

PRIZES PAID OUT [850.00]
ADJUSTED GROSSINCOME v 150.00
ALLOWABLE EXPENSES 60% 2. r00.00l

As Provided in Proposed
Regulation 12AAC 34.700)

NETPROCEEDS 3/ $ 60.00
Available forPermitees’ Use

1/ Adjusted Gross Income is defined as the gross income less the

2/

3/

prizes awarded and any state, federal, and municipal income
taxes paid orowed. AS 05.15.210(1)

Expenses are defined as bhona fide expenses reasonably necessary
for goods, wares, merchandise, and personal services including
operators’ fees necessary to conduct gaming activity.
AS 05.15.160(a) and 15AAC 105.220(h)

Net Proceeds are defined as gross receipts from an authorized
activity less the fee described in AS 05.15.020(b), expenses
authorized by AS 0515160 and the prizes awarded.
AS 05.15.210(22)

2725ml



Chance, Charity, Gambling with our Future

Einstein once said, "God does not throw dice." It was his reminder that we live in an
ordered, dependable world, where reasonable connection bhetween cause and effect
hold, and wnere we build competence, character, and civilization on this confidence.
Freedom, in any cosmic, as well as human sense, is to be understood as operating

within this dependable design.

Parents, teachers, engineers, business leaders, and almost everyone understands this
fundamental wisdom. We teach our children to learn this elemental lesson early,
that fire burns; miles regulate our highways, crosswalks, and social behavior; that
actions have consequences and limits; that we reap what we sow. Business and
professional leaders know there are no free lunches. Someone pays.

Unhappily, what began as a fun way to relieve the burden of this wisdom about our
world and ourselves in games ofchance and skill, the throw of the dice, has become
almostaway oflife. Indeed, formany, and often those leastable to pay, it has.

Alaska leads the world in the per capita investment in games of chance and
charitable gambling which is now reported over $188,924,959 annually. This
explosive development involved only 162 permits and $649,793 gross dollars in 1960,
but by 1980 had reached $17,641,692. The next decade through 1989, the lastaudited
figure, had increased almost 900%.

In 1984, the state legalized pull-tab gambling, which now accounts for 75% of the
take, and later in the "1988 Gaming Reform Act,” which more properly should have
been called the "Alaska Gaming Liberalization Act," opened the flood gates further by
raising the prize limitations from 200,000.00 per year to 1,000,000.00 and by
providing for "profit operators” to conduct gaming for permitees.

W ith all this development, charities have received precious little, with the law
requiring only 2.25% ofthe gross to be remitted to charities by licensed operators and
no limitations on the amount of expenses for which organizations could use these
proceeds. At the same time, many charities have come to rely more heavily on
gambling for their support. Ironically, this reliance has fed the appetite and
justification to hope to get something for nothing, increased the professionalization
and profiteering of gambling, and permitted massive profit making, expense
manipulation, and even criminalinvitation to our state.

There had been earnesthope that absence of law and its evasion or perversion would
encourage the Legislature to address the unregulated issues, seek elim ination of the
criminal element, and faster ways toinsure more of the take for charity. A year ago,
the Legislature failed to pass such legislation and, in the closing hours ofthis session
just completed, after enormous investment and time and leadership from the
Legislature and Governor’s Office and department staff, the bill failed to pass.

The Governor has sought consistently to encourage charities’ return to voluntary
support, indeed to enlist the role of the volunteer in appropriate games of skill and
chance. Many proprietors have volunteered to help charities directly and fully to
derive such revenue from exhibits or "games" on their premises.

LG/rs2315s
123191a



Without legal controls and parameters sufficient to properly regulate this runaway
appetite forgambling, and attendant profiteering, the recourse of the state is to have
tough and tighter regulation within such law as we have, seeking to enlist and
strengthen the role of the volunteer in charities’ pursuit of revenue. The new
regulations we will be issuing will triple the charities take, tightening controls on
criminal elements and reporting, and hopefully rally concerned citizenry to press its
representatives forarealbillnextsession,

Morality cannot be legislated in a free society, but it can be encouraged and fostered
by leadership example, and public demand and initiative. It would be sad if the last
frontier would be tne last to address corrective measures in this rising tide in our
state.

As | have told students over the years, "Ifyou leap from the cliff, you do not defy the
law ofgravity, you illustrate it!"

Einstein'swisdom about dice and chance is notchancy, but highly dependable. Those
who try to get something for nothing, usually get nothing for something. Fun is
easily perverted, if the temptation to profit is inviting. Bingo for pleasure and
charity, which we have all enjoyed, has become the threshold for big business.

The state may regulate, but it requires an aroused and enlightened public to educate.
This administration invites help to turn this trend around. In our zeal to throw the
dice, let’snot throw outthe values that have taught us to be wary offree lunches.

LG/rs2315s
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WALTER J. HICKEL, GOVERNOR

DEPARTMENT OF COMMERCE & ?U%EiBXA?LASKA9981108OO

DIVISION OF OCCUPATIONAL LICENSING

LETTER RULING #91-3

This letter ruling is being promulgated to address what constitutes contests of
skills, sweepstakes and lotteries. It also defines promotional undertakings by
anyone which would not fall within the purview of any contests of skills,
sweepstakes and lotteries. This ruling snould help prevent anyone from
violating Alaska’s Unfair Trade Practices and Consumer Protection Act,
AS 4550.471-4550561; the 1988 Alaska Gaming Reform Act, AS 05.15; and its
implementing regulations 12AAC 34 and 15AAC 105.

There are three important elements for any contest to constitute a sweepstake
orlottery. These elements are: chance, a prize and consideration. In Morrow v.
State, 511 P. 2d 127 (Alaska 1973), the Court defined "chance" as a contest of
chance as opposed to a contestofskill. Thus,a contestin which significant skill
is required in order to win the contest would not be considered a lottery. The
skill required to remove acontest from a lottery is more thanjust minimal skill
and the elementofskill and chance cannotbe combined. Forinstance, in People
v. Rehm. 13 Cal. App. 2d. Supp. 755, 759 (1936), it was held that contests for
guessing how many beans arein ajar are contests ofchance and skill.

The other element that would constitute a lottery is the offer ofa prize. Chance
when coupled with consideration without a prize will not be sufficient. A prize
has been defined as a motivating factor or the inducement that accounts for the
success ofvirtually all forms ofgambling —the opportunity to get something for
nothing (J.C. Martin Corp. v. Federal Trade Commission, 242 F. 2d 530 (7th

Cir. 1957)).

The last element is consideration which is the most difficult to define. In
general, if there i3 a contestinvolving a prize and chance and as arequirement
to enter the contest one has to give consideration, then the contestis a lottery.
A contest with a prize and a chance cannot have an entry fee, purchase
requirement orrequirement ofother consideration or else it becomes a lottery.

Thus, in many national promotional contests, you will see the standard
language "no purchase necessary,” and always away offered to enter the contest
free, generally not even inquiring a contestant to pick up a specific order blank
or form. Thus, in order toremove a contest from a classification as a lottery, the
merchant or contest promoter must offer to all contestants a free way to enter.



Letter Rilling #91-3
Page 2

In Holmes v. Saunders, 114 Cal. App. 2d 389, 390-391 (1952), the Court held:
The consideration to make a transaction a lottery need not be paid exclusively
for the chance to win the prize. It is sufficient that the consideration be paid for

something else and the chance to win a prize.
Let allconcerned be guided accordingly by this letter ruling.

Juneau, Alaska this 22nd day of February, 1991,

Hansen,
Program Manager

INH/FQP/dgl8975D
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SIBECONAR GOER\R

ITE &

DEPARTMENTOF COMMERCE & P.0. BOX D-UC
ECONOMIC DEVELOPMENT JUNEAU, ALASKA 08311-0300

DIVISION OF OCCUPATIONAL LICENSING PHONE:(007)405.2534

September 27, 1989

Dear Permittee:

The DepartmentofCommerce and Economic Development, Division ofOccupational
Licensing,is adopting some emergency regulations tnatw illhave considerable impact
onthemannerin which charitable gaming activities are conducted in this state. l1am
writing to apprise you directly ofthe intentofthe new regulations, aswellas to
provide you with the department's rationale for these major changes to current
gaming practices in this state.

Since transfer ofthe charitahle gaming program to the Division ofOccupational
Licensing in July ofthis year,anumberofissues ofsubstantial concern became the
focus ofmuch ofour attention. Those issues were: 1)pull-tab "vendors™; 2)bingo
"operators”; 3) statewide pull-tab games posing as lotteries™; 4) the numberof
allowable monthly bingo sessions; 5) the establishment ofa state requirementthat
pull-tabs sold in Alaska carry a state identification stamp; and 6) the creationofan
advisory group to assistthe departmentin administration ofthe state’s charitable

gaming program.

Bucuuiie ofthe seriousness ofthese matters, tha department, afterinternalreview
uml Jiocussiona, sought the governor'sreview end approvalofour proposed nppronoh
toresolving these issues. Having received Governor Cowper's backing, we released
today a atatomont to the pressoutlining the department's new direction in
enforcementofAlaska’s charitable gaming statutes and regulations.

Ourplanis described below, in detail
. VENDORS

We plan to adopt an emergency regulation prohibiting third party "vendors™ from
conducting gaming activities on behalfofperinitees or operators. The Gaming

Reform Act o+ 1088 did notoontomplato or authorise apull-tab "vendor" elase. Qnjy- a
pormittoe itself, or an operatoronbehalfofapermittee,is allowed toconductgaming

activities under AS 05.15.
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Permittees -3- September 27,1989

Ultimately, we believe the issue ofvendors vs. operators ia a matte? most
appropriately addressed bofbro the Legislature. If the public wants to allow guy
entity in this state «i sell pull-tabs, we believe the Legislature should write alaw that
specifically provides for such aresult. Until that time, the department believes it
mustenforce the statute as written, including a prohibition on third-party vendors.

H. OPERATORS

We have a five-pointplan to dealwith the controversy surrounding operator
licensing. Please know thutitis ourintent, through these actions, to encourage
persons to go into business as operators and to encourage permittees to utilize

operators.

A. Wo 01x0 going to onforoe the language 0fA3 05.15.122 ("Operators License"), We
are therefore promulgating an emergency regulation which will provide that any
utiflou conducting gaming ectivitiea on behalfofmoro fchnnone (1) permittim ic,
by definition, an operator. This will effectively make everyone presently running
a professionalbingo hall an operator. It will also prohibit "vendors," as
previously discusBed.

Ourprimary goalin narrowly defining an oper-tor/permittee relationship is to
enforce the gaming law’sreporting requirements on those persons currently
conducting gaming (e.g., bingo or pull-tab) operations.

B. Because enforcementofreporting is ourprimary goal, and because we are so
near the end ofthe currentcalendar year, we will notrequire those persona
presently conducting bingo operations, who as a result of this action’'must seek

licensure, to meetthe bonding requirement ufthe statute.

Rather, we will simply require thatthey apply for an operator license, meet the
liability insurance reauirements, pay the license fee, and meetall monthly,
quarterly, and annualreporting requirements, retroactive to July 1,1989. Al
{iersons currently conducting bmgo onbehalfofmore than one permittee must be
icensed as an operator by November 1,1989. Ifnot, the state will gotocourt and
seek arestraining order againstthe operation.

C. Wewillnotrequire operators to provide bonding until July 1,125Q.

We are extending the date to mid-12990 in order to allow for legislative debate
over the amount ofthe presentbonding requirement and the present limitations
on prize awards imposed onpermittees who contract with an operator.

It is the department’s position thatthe presen; bonding requirement for
operators is excessive. In addition, the difficulty in obtaining bonding is a
significant disincentive fora person tc become licensed as an operator. We
believe a better solution to the problem would either be to significantly reduce
the bonding required or establish a system patterned after the Real Estate
Surety Fund (a fund created by assessing a fee against all licensees) to guarantee
restitution when proceeds due a permittee from an operator turn up missing. If
no legislation is passed affecting the presentbonding requirement, then we w ill
require compliance with thatrequirement by July 1,1990.

D. AsamatteroffhirnesB, we wish to release all operator bonds currently held by
the state, especially those posted by bingo operators. We have asked for an
Attorney General’'sopinion on the legality and wisdom ofreturning all bonds. If
the Attorney Generalconcurs, the bonds will be returned.
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3. The use oithe word "lottery™ in the name is terribly misleading and, from a
consumer protection standpoint, probably should not be allowed,

The department has told Lottery Alaska thatits gaming operations donotcomport
with Alaska’s gaming laws and haa prohibited the further introduction of such
games, In fairness to those permittees under whose permits current gamingis being
conducted, the departmentw ill allow Lottery Alaska to complete its sale ofpull-tabs

for the game(B).

The gaming statute did notauthorise nor does it contemplate such large pull-tab
games. Ifwe continue to allow pull-tab operations ofthis size, charitable operations
conducting smallpull-tab games could be driven out ofbusiness, or their potential
profits considerably reduced, particularly in the face ofthe proliferation of pull-tabs
in many ofthe retail outlets in this state. Under the Lottery Alaska scheme, retailers
geta discounton the pull-tabs purchased, plus alotoffree game-related advertising
For their business, allofwhich encourages them to sell pull-tabs for Lottery Alaska
instead ofother charitable groups. In addition, the retailers are unlicensed
"vendors," as previously discussed.

If the Legislature intended statewide pull-tab games, then the departmentbelieves it
should amend the gaming statutes to clearly authorize them.

Onasomewhatrelated topic, you may know that some towns, in reaction to the
proliferation ofpull-tab operations, have acted to prohibit operators in their
community. While we appreciate the concern for localchanties ihat motivated these
municipalordinances, we believe prohibition is too extreme a reaction, because it
eliminates even the possibility thatlocaloperators could spring up to assist local
charitable organizations who would prefernot to take ontne headaches ofhaving to
conducttheir gaming (and reporting) activities themselves. Because we are
encouraging tne use ofoperators where appropriate to meetthe department’sneed
for fiscal accountahbility, we hope those communities that have taken such actions w ill

reconsider.

IV. PULL-TABIDENTIFICATION STAMP

Effective January 1,1990, the departmentis going to require manufacturers selling
pull-tabs in Alaska to place an "identification stamp" on each series (i.e., game)
played in Alaska. A number ofstates (including Washington) already require such a

stamp. The state will print the stamps and selfthem - ata profit eeto the
manufacturers, who will then place the stamp on each flare sheetaccompanying each

pull-tab game. The flare sheet for each game musthbe posted at the location where
the pull-tab game is being sold.

W ith this additionalrequirement, it will be considerably more difficult to import
illegalpull-tab games, and it certainly will increase the ability ofgaming
investigators orlaw enforcement officers to inspect pull-tab games, verify their
legitimacy, and trace their place oforigin. Manufacturers will file a reportwith the
state hating each game sold to a distributorin Alaska. This reportcould then be
compared with the reports required to be filed by distributors.

In addition, if feasible, we are going to seek to require pull-tab manufacturers,
whether ornotthey manufacture pull-tabs in the state, to be licensed or at least
registered with the state, to give ub an additionalenforcement tool
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Asyou know, the division has before it some sixty pages ofregulations, mostofwhich
are noncontroversial butneed substantial fine tuning. Atthe very least, the
accounting and record keeping procedures proposed in the regulations need
particularreview.

We need to be sure that the rules arejust as feasible for permittee-run operations
that potentially lack the systems to adequately meet the rather complex and detailed
reporting requirements contained in the proposed regulations as they are for operator
conducted activities.

An advisory group with members representing the interests of 1)ruraland urban
permittees (including municipalities). 2) operators, and 3) distributors, would gTeatiy
assistthe departmentin its review olthe regulations. In addition, the group’s
assistance during the nextlegislative session could prove invaluahble.

We believe a seventonine member advisory group is workable and have already
begun contacting interested persons about serving on this body. We plan to announce
its formation and first meeting date by mid-November.

* * *

| hope this admittedly lengthy letter haB been of assistance and use to you in
understanding the recent actions ofthe department. | wish to emphasize thatour
abiding concerns are thatthe departmentnave the tools it needs for adequate
enforcement and accountability, and thatthe state’sgaming activities notexpand
beyond their statutory boundaries.

We believe charitable gaming was clearly intended by the Legislature to be conducted
onalocallevel. However, we strongly believe thatitis the Alaska Legislature’srole,
as elected representative ofits citizens, to make decisions regarding any expansion of
Alaska’s gaming activities. We atleast ask for and seek yourunderstanding of - if
notyour agreementwith - ourrolein administering the state’sgaming laws.

Commissioner

LM/RPB/mmI668t
092689d



FINDING OF EMERGENCY

The DepartmentofCommerce and Economic Development, finds that an
emergency exists and that the attached regulations are necessary for the
immediate preservation ofthe public peace and financial welfare. The following
statement provides a briefsummary ofthe need for the attached emergency
regulations. In supportofthis finding, attached is a recent letter sent to all
permit holders ana operators in the state hy Com missioner Merculieffwhich
more fully explains tne effect these emergency regulations will have and the
consumer protection and public interestrationale behind them.

A statementofthe facts constituting the emergency is:

1.

VENDORS: The Gaming Reform Actof 1988 authorizes
municipalities and qualified nonprofit organizations (called
permittees) to contract with a licensed operator to conduct authorized
games ofchance and skill on their behalf. Third party (i.e., neither a
permittee nor an operator) retail businesses, commonly called
Vendors," are currently selling pull-tabs and paying out prizes, even
though the statutes do notauthorize oreven contemplate this
unlicensed vendor class. The attached emergency regulations will
considerably curtail this unlicensed class. This is necessary for the

following reasons:

() Because vendors are neither licensed nor regulated, when
the division receives acomplaint about a pull-tab game sold by
an unlicensed entity, its only recourse is to take action against
the permittee, not against the vendorwho really is the cause of
the complaint. Suspending orrevoking the permitofanonprofit
organization for a "vendor" problem is notin the bestinterest of

the public.

(b) Because ofthe proliferation ofpull-tab game3 sold through
third party vendors, it is now very difficult to determine whether
the game the vendoris selling is even being conducted under the
auspices ofagaming permit. Investigations have revealed cases
where vendors have sold illegal games and pocketed the entire
game proceeds. This is in violation ofAlaska statutes and
reduces the fundraising potential ofnonprofit organizations
involved in legitimate gaming activity.

(c) Finally, because "vendors™ are unregulated, there is no
required contractualrelationship between a permittee and a
vendor asis required between permittees and operators.
Therefore, permittees are notnecessarily guaranteed the
statutory rate of return (15%) from vendors.

These emergency regulations are necessary to lim it third party
vendors until such time as the Legislature has an opportunity to
determine whether it wants to establish a "vendor™ class license. The
department believes it must lim it unregulated vendors to assure that
only licensed permittees or operators are conducting authorized games
ofchance and skill and are fulfilling the reporting and accountahility
requirements of state law designed to protect the best interest of the

public.



2.

OPERATORS. Alaska Statue 05.15.122 clearly provides that anyone
conducting gaming activities on behalfofa permittee must be licensed
as an operator. Lack ofenforcement and inconsistent interpretation of
the Gaming Reform Act has allowed multiple permittees to avoid tho
licensing, bonding, and reporting requirements of the law as it
pertains to an operutor and to avoid the statutory limitations on prize
awards. The attached emergency regulations will assure compliance
with the suite’s gaming statutes and require persons conducting
gaming activities on behalfofpermittees to become operators, ibis
will effectively require any personrunning a professional bingo hall or
pull-tab store to become an operator and, therefore, enforce
accountability for the gaming activities the person supervises, as
mandated by statute. The main concernis that alloperations are held
accountahble and correctly report. This will assure that permittees
receive their proper proceeds. Tocompeloperator compliance, and in
recognition of the significant number ofunlicensed operators currently
conducting gaming activities in the state, the commissioner finds,
under AS 05.15.060(12), thatis is necessary to provide fora temporary
waiver ofthe bonding requirements under AS 05.15.122. Only in this
way will the public be protected from illegitimate gaming activities
and will charitable organizations be assured of getting atleast the
minimum funds guaranteed by statute ior gaming activities conducted
under the auspices of their permit.

PULL-TAB GAMES ASLOTTERIES: A statewide lottery as it is
commonly understood is not authorized under Alaska Statutes.
Currently, however, there exists a game advertised as a "lottery"
which is causing some very realconfusion to Alaskans. Itimplies that
there is a statewide lottery, which, in fact, there is not. In reality, this
“lottery" is a statewide pull-tab game and operates in contravention of
statute. Adoption ofthese emergency regulations reinforces the intent
ofthe existing gaming statute that a pull-tab game and a series have
the same meaning and will cause the conduct ofany statewide pull-tab
games as they presently exist to wind-down.

The department finds that eliminating this kind ofstatewide pull-tabh
gaming will help prevent small pull-tab gaming operations that are
presently conducted directly by permittees from having their potential
profits considerably reduced by a large operation actirig through
vendors™ across the entire state.

A's a consequence of the statewide pull-tab game, others have
requested authorization to operate similar statewide gaming activity.
The department finds that itwas never the intent of the Legislature to
allow such large statewide pull-tab operations and that itisnot in the
public S best interest to allow uch games to proliferate without
specific legislative language approving such opeiations.
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4. NUMBER OF BINGO SESSIONS. Currently, regulation
15AAC 105.1KX5) lim its all bingo operations to no more than nine
bingo sessions in any one calendar month. The department finds that,
as intendod, this restriction has reducer! tho number ofhbingo sessions
allowed in the more competitive urban areas of the state, which ore
mostly conducted by operators, but that it has also unreasonably
restricted the number of sessions allowed in rural areas of the state,
where bingo is primarily permittee-run. In the rural areas this
restriction has had an adverse financialimpacton organizations
conducting their own bingo operations, where there funding is heavily
dependent upon these proceeds and where the game itselfhas become
animportant social activity. It is in the financial and socialinterest of
rural Alaska that this regulation is adopted.

ADOPTION ORDER
Underauthority ofAS 05.15.060 and AS 05.15.130, the attached regulations

(and repeals) are therefore adopted as emergency requlations (and repeals) to
take effectimmediately upon filing by the Lieutenant Governor as provided in

AS 44.62.180(3).

This actionis not expected torequire anincreased appropriation.

DATE: W->"A 7
Juneau, Alaska

Larry Mercuiiefffommissioner
DepartmentofCommerce and
Economic Development
FILING CERTIFICATION
|, Stephen McAlpine, Lieutenant Governor for the State of Alaska, certiiy that

on October , 1989, at .m., | filed the attached regulations
according to the provisions ofAS 44.62.

Lieutenant Governor

Effective

Register

KH/mml697t
100389a
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12 AAC is amended by adding a new chapter to read:

CHAPTER 34.
GAMES OF CHANCE AND SKILL

12 AAC 34.20J. OPERATOR LICENSE REQUIRED. (a) Except as
provided in (b) of this section, an operator licensed under
AS 05.15.122, must be retained on contract when any one of the
following is true of the gaming activity being conducted:

(1) a person manages, supervises, or in anyway is
in charge of or responsible for conducting gaming activities on
behalf of one or more permittees, including a person who
receives compensation or other consideration for providing

gaming services; or

(2) except where operators are prohibited by
municipal ordinance under AS 05.15.124, or in communities that
have a population of under 5,000, two or more permittees join to
conduct gaming activities, including the shared use of employees

or gaming equipment.

(b) Nothing in this section prohibits a permittee from
conducting gaming on its own behalf without the services of an
operator. (Eff. [ [/ , Register )

Authority AS 05.15.060
AS 05.15.122
AS 05.15.130
AS 05.15.210

12 AAC 34.210. DOCUMENTATION OF BONDING. (a) Operators
licensed under AS 05.15.122 after October 1, 1989 are not
required to document compliance with the bonding or surety
requirements of AS 05.15.122(b)(5) and 15 AAC 105.320 until July

1, 1990. (ff. [/ | , Register )

Authority: AS 05.15.060
AS 05.15.122
AS 05.15.130
AS 05.15.165

0217R -1- October 3, 1909
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12 AAC 34.220. OPERATOR REPORTING REQUIREMENTS. An
operator shall comply with all monthly, quarterly, and annual
reporting requirements of AS 05.15 and 15 AAC 105, and, if
licensed after October 1, 1989, shall report all activities
conducted since Jury 1, 1989, if applicable. (eff. [ |
Register )

Authority: AS 05.15.060
AS 05.15.122
AS 05.15.130
AS 05.15.165

12 AAC 34.230. OPERATOR RECORD KEEPING REQUIREMENTS. An
operator shall comply with all record keeping and accounting
requirements of AS 05.15 and 15 AAC 105, and, if licensed after
October 1, 1989, those records must account for activities
conducted since July 1, 1989, if applicable. (eff. 1 |
Register )

Authority: AS 05.15.060
AS 05.15.122
AS 05.15.130
AS 05.15.165

12 AAC 34.400. LIMITATION ON PULL-TAB SALES. Each
pull-tab or ticket in a pull-tab game must have the same serial
number and, in accordance with AS 05.15.187(b), the game may not

be sold at more than one location during the same day. In
12 AAC 34 and 15 AAC 105, "pull-tab game"™ has the same meaning
as "pull-tab series.” (eff. [/ | , Register )

Authority: AS 05.15.060
AS 05.15.130
AS 05.15.187
AS 05.15.210

12 AAC 34.410. AUTHORIZATION TO SELL PULL-TABS. (a) No
person may sell pull-tabs to the public on behalf of a
permittee, unless that person is

(1) an active member of the organization holding
the permit on whose behalf the pull-tabs are being sold, where

(A) the member receives no compensation or
consideration for selling the pull-tabs for the
organization, and

0217R -2- October 3, 1989
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(B) no expenses for allowing the pull-tab
sales to be conducted are charged against the organization
holding the permit;

(2) a paid employee of a permittee;

(3) a licensed operator under contract to a
permittee; or

4) a paid employee of a licensed operator.

(b) Except as described in (a)(4) of this section, a
pull-tab operator may not use another person to sell pull-tabs
on the operator®"s behalf. (Eff. / / , Register )

Authority: AS 05.15.060
AS 05.15.130
AS 05.15.187
AS 05.15.210

12 AAC 34.500. BINGO SESSION LIMIT. A permittee which
conducts bingo games on its own behalf without the servicesof

an operator may hold up 14 bingo sessions per month. A
permittee which uses an operator to conduct bingo games on its
behalf is limited to 11 sessions per month. (EfF. /7,
Register )

Authority: AS 05.15.060
AS 05.15.187
AS 05.15.210

12 AAC 34.900. PRIZE AWARD LIMITATIONS. (a) The prize
award limitations established in (b) of this section take effect

January 1, 1990.

(b) A permittee conducting authorized games on its own
behalf 1is limited to the following prize award limitations per

calender year:
(1) bingo, $840,000; and

(2) the aggregate of all other authorized games,
$1,000,000.

(c) An operator conducting authorized games on behalf of
a permittee is limited to the following prize award limitations
per permittee per calender year:

0217R October 3, 1989
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€)) bingo, $660,000;and

2 the aggregate ofall other authorized games,
$500,000. (Eff. / / , Register )

Authority: AS 05.15.060
AS 05.15.130
AS 05.15.180

12 AAC 34.990. DEFINITIONS. In this chapter

(¢D) "permittee” means a municipality or qualified
organization who has a current and valid permit issued by the
department to conduct authorized games of chance and skill
provided for under AS 05.15. (EfF. / / , Register )

Authority: AS 05.15.060
AS 05.15.130

15 AAC 105.110(5) is repealed:

(5) Repealed / / . (Eff.9/7/60,Register 2
am 11/6/76, Register 60; am 10/1/88, Register 107; am / 7/ ,
Register )

Authority: AS 05.15.060

15 AAC 105.350 is repealed:

12 AAC 105.350. ADDITIONAL PRIZE LIMITATION.
Repealed / /7

0217R -4- October 3, 1989
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ooolPANRI Pevsano
LOTTERY ALASKA
February 13, 1991

John Hansen, Gaming Manager
State of Alaska

Department of Commerce mid
Economic Development

P. O. Box D-Lic

Juneau, AK 99801

VIA FAX
Dear Mr. Hansen: NN

Thank you for your letter of February 12 and your review of our promotional plans. It is
certainly appreciated.

However, your second paragraph suggests that the public may be confused by the means
of entering die contest ie: a contribution at the store level of $1 or writing in for a free game
piece. The "no contribution of purchase required..." statement is designed to clearly
inform the public of their two options in playing the game. | am at a loss as to why this
would lead one to believe that they must make a contribution to enter the instant-win game.
Explaining both methods of entering accomplishes just the opposite and eliminates any
potential confusion. Additionally, the no purchase required statement appears on all of our
point of sale materials, as well as on the ticket itself. Customers will be aware of the "no
purchase required" rule prior to ever obtaining a game piece. We have modeled the game
rule language after the language used in similar promotions which appear to be conducted
with no public confusion.

Your letter, quite frankly, was to be shown to potential retailers to give them a comfort
level regarding their participation in these promotions. While I realize that this is not your
problem, | would like your approval for one of two options; another letter that does not
suggest potential confusion with our game rules, assuming my explanation makes sense to
you, or your approval to edit your second paragraph prior to distribution to those accounts
who may require assurances that this is not gambling.

Please respond at your earliest convenience. Thank you again for your time, | know you
are busy.

Sincerely,

Daniel A. Sullivan
Vice President

DAS/rtp

ee'e™ * *_
Lottery Alaska, Incorporated = 733 West 4th Avenue, Suite 400 < Anchorage, Alaska 99501
907-272-4010 » 1-800-478-LOTT « FAX 907-272-7122



February 12, 1991

Mr. Robert 0, Thomas
President

Lottery Alaska, Inc.
733 W. 4th Avenue, 0400
Anchorage, AK 99501

Dear Mr. Thomas:

Re: Instant Win Game Proposal

After reviewing the information you submitted, the only additional
comments | have relate to the method of entering the contest. Your
flyer states "contribute $1 and receive one Instant win game," It
further states, "No contribution or purchase required." This may
confuse the public to believe they must make the contribution to enter
the Instant win game. This comment 1s for Information purposes only.

| hope this letter clarifies our position on your promotion.

Sincerely.,

nager

JH/IV*4752te,
021191b
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[r. iobort Du rhonas, President
pottery Alisk-s, Incorporate']
7jJ «%c 4tn Wynne, Suite 400
Ancnorvje, A\ 70301

Jear . Thorm:

Your -sprjar.4»iiJuj to Acting Co:nlssioner -Jillis tir/patHcx has oeen
p=»f.irrei to tnis office for response. Inis Is to advise vnu, given
that Lottery Alaska's proposal to oro.not-" rotill products through a
latex tlctet does not involve tha use of coaritable pawing permits or
licenses, tne Division of Occupational Licensing -wuld hay? ro Involve*
-oent in approving or disapproving your olans. However, there *ay he
socse questions regarding Aether or not tne activities -./hlclo you are
proposing in your neaorandm of Docenber 13, 19 could he considered
gwpling; | on, therefore, refer*I'ng your ne.noran't.:i and its attach-
ments to Assistant Attorney General Gary A-nendola 'or his review and
connect directly do you.

"'lease .give Mr. Anendola a few days to review the -8terial and then
feel free jive nim a call.

Gincerely.

Rendall 2, "urns
Jlrector

W:*ct3;97e

ulH"la }

-x:  Gary 1, A|n.jola
Assistant Attorn?/ General
Departnent of Law

John Uansenn Manager

Dwk? of Chance aorl Ckill _
division of Occupational Licansiog /



LOTTERY ALASKA

DT: Dec. 1S, 1990

TO:  Mr. Willis Kirkpatrick
Acting Commissioner
Dept, of Commerce & Economic Dev.

FR: Robert D. Thomas, Pres. L
Lottery Alaska, Inc.

RE: Retail Product Promotions

The following discussion contains proprietary information which | request to be
held in confidence and only shared tc a degree reasonably necessary for proper
review by your department.

The principals of Lottery Alaska, Inc. are in the process of developing a
promotional game similar to other promotions conducted in Alaska by major
product manufacturers such as Pepsi, Coke, Planters Peanuts, VISA, McDonalds,
American Express, Frito-Lay, Kodak, Playboy, Revlon, Sony, TV Guide, Garcia's,
Anchorage Daily News, Anchorage Times, the NFL, etc. The game would provide
purchasers of an” informational product an opportunity to win cash and/or
merchandise prizes via a game piece associated withthat purchase, and would
provide for a free entry into the same game withouta requirement forproduct
purchase or other consideration to the game promoter.

Specific marketing details of the contemplated promotional game are still in
research and design stages, however, the promotion will utilize a latex-type
game piece which will award prizes to participants based upon a random
distribution of winning play symbols. Players will rub off the latex covering
on a game piece to determine if they have won a prize. All players, those
purchasing the product and receiving game pieces and those receiving free game
pieces without a product purchase, will use the same play method. A draft copy
of the intended game rules and an example of a similar product and promotional
game sold in Alaska are inclosed.

The intent of this communication is twofold:

1. To inform your offices of our plan to market this promotion in
hopes of preventing any misunderstanding whichmight arise
because of possible similarities to some regulated charitable
gaming activities; and,

2. To assure that the planned promotion does pot conflict with
Alaska law or contain an element which would require compliance
with current Alaska games of chance regulations.

Lottery Alaska. Incorporated ¢ 733 West 4th Avenue, Suite 400 « Anchorage, Alaska 99501
907-272-4010 » 1-800-478-LOTT « FAX 907-272-7122
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12/11/90
W. Kirkpatrick

Our legal research of U.S. Criminal Code, U.S. Postal Service statutes and
regulations, Federal Trade Commission regulations and rulings, Federal
Communication Commission statutes and regualtions, Alaska Criminal Code, and
Alaska Games of Chance and Skill statutes and regulations conclude that the
planned promotional game does not constitute gambling. It is our understanding
that since this activity does not constitute gambling, regulations affecting
gambling activities do not apply.

It is also our understanding that the June 1990 edition of "Statutes and
Regulations, Games of Chance and Skill" from the Alaska Department of Commerce
and Economic Development, Division of Occupational Licensing [containing Games
of Chance and Contests of Skill Statutes (AS 05.15), Games of Chance and Skill
Regulations (Commerce 12 AAC 34) and Authorized Games of Chance and Skill
Regulations (Revenue 15 AAC 105)], and Alaska Attorney General®s opinion of Feb.
13, 1986 regarding "Contests, sweepstakes 4 lotteries"™, by Linda M. 0"Bannon,
Asst. Atty. General are the two documents of reference for determining if an
activity constitutes gambling subject to regulation by the Gaming Division of
Occupational Licensing.

Are there any other statutes, regulations, attorney general opinions, or court
rulings that should be considered to assure that a product promotional game,
such as described above, is in compliance with current Alaska law?

Our intent is to launch this promotion by the end cf January, 1991. Since
planning, design, production, advertising and distribution for such a promotion
requires a minimum of six weeks to accomplish, we would like to know of any
concerns you might have with this plan prior to Jan. 1, 1991.

incls: Draft Promotional Game Rules
Sample NFL Promotional Game and Game Rules

cc: J. Hansen, Occup. Licensing



(product name) INSTANT-WIN GAME
OFFICIAL RULES

How To Enter

1 Enter by purchasing a (product name) card. A free instant-win game piece is included
with each card.

2. No purchase necessary to play instant-win game. For free game piece, send a hand written
self addressed stamped envelope and a 3" x 5" card with the words ("product name") to
(corporation name), P. 0. Box , Anchorage, Alaska 995 . Limit, one game
piece per request per day. Request must be received by May 31, 1991.

3. Promotion ends the earlier of June 30, 1991 or when the supply of (product name), Series
1, cards is exhausted.

How To Play

1 Rub off latex covered play area on game piece. Match 3 identical prize amounts on one
game piece and win that prize.

2. Total prizes available in game, $650,000. The prize amounts, number of prizes and odds
of winning are:

Prize. Amount Number of Prizes Odds
$1 115,000 | 3.69
$2 55,000 | 18.18
$5 20,000 I 50
$10 10,000 | 100
$50 2,500 | 400
$100 600 | 1,666.67
$10,000 4 | 250,000
Total 203,104 1:4.72

Prize Redemption

1. All prizes must be redeemed before June 30, 1991. Instant win prizes of $1, $2, $5 and
$10 must be redeemed at the retail location where the (product name) card was purchased.
Prizes of $50, $100 and $10,000 and all prizes from mail in requests must be redeemed by
completing the back of winning game piece and mailing it to (corporation name), P. O. Box

, Anchorage, AK 995__ . Prize claims should be sent via certified mail and

must be received by June 30, 1991. Allow four to six weeks for verification and delivery
of prizes. No responsibility is assumed for lost, late, illegible or misdirected mail.
Unclaimed (product name), Series 1, prizes as of June 30, 1991 will not be awarded.
Winning game pieces become the property of (corporation name) and will not be returned.

2. Employees of (corporation name) and their immediate families are not eligible to win. No
substitution of prizes permitted. All federal, state and local taxes on prize are the sole
responsibility of prize winners. Prizes won by minors may require consent of parent or
legal guardian before prize is awarded.



3. Game pieces which have the "void if removed" covering removed, arc forged, mutilated,
altered, illegible, improperly obtained, printed incorrectly or otherwise defaced are
automatically void. Liability for any irregular game card is limited to replacement with
another, subject to availability.

4. Prize winners agree to use of their name, address and photograph for publicity purposes
without compensation. All participants agree to release (corporation name) and its
authorized distributors from any and all liability for injuries and damages which may result
from their participation in this promotion.

5. Sales of (product name) cards may be conducted only by employees of (corporation name)
and its authorized retailers.

(Abbreviated rules printed on each game piece.)

Instant-Win Game Rules

1 Match 3 identical prize amounts on one game piece and win that prize.

2. No purchase necessary. For free game piece, send hand written, self addressed,
stamped envelope and a 3" x 5" card with the words ("product name™) to (corporation
name), P. O. Box , Anchorage, AK 995 . Limit, one free game piece per
request per day. Must be received by 5/30/91.

3. Redeem prizes of S25 or less at the retail location where game piece was obtained.
Redeem $50, $100 and $10,000 prizes and all winning game pieces obtained from mail
requests by completing back of the game piece and mailing to (corporation name)., P. O.
Box , Anchorage, AK 995 . Game pieces with $50, $100 and $10,000 prize
ciaims should be sent by certified mail. Claims must be received by 6/30/91. Only prizes
claimed will be awarded

4, Game subject to official rules. See Official Rules brochure at participating stores
for complete rules and odds of winning. Promotion ends 6/30/91.

Name Address

City, State, Zip. Phone.



adMntVexd rinnwa IHI3

OHT3 1IN"Ht131iiD 3Hiv

IFF<%PF*0 mi "»«< I Mrtti\miﬂf\/i—i L]
62 ! !fi W3
feahEB® V e 2
DI fit MBW
'i%% 1 UILI Il <<9J» ?ﬁ?« . I 3 i
éj% e
I

a

purl iiipns .ip ptq Bairgruio«qg ii*tap =»!

?%H;ﬁhﬂg Wiﬁ

iff hi pM) mt>»mu R»no sdhwm i ki*
|| nl

s J.l—B]H\

A |3¥9 3NIPNnU
a1 it )

JUu IS H M 0

Jk;" m



P"R.ATVST "t & M

©

ANL-

©

((?1PIIIISot\)l)PLAYBOOKI

2 WAYS TO. ..

W I'N A TR IP TO PRO B O W L

AN D N FL M EM O RAGB I L IA

$CORE PO INTS T O W ARD

FREE N FL M ERTCHANTDISE

FIRST IHASERIES OF NAL PRO SET PLAYBOOXS
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and Other NFL Memorabilia
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You Win

Bxclusive
QCiller From
the NFL

65,000 CHANCES TO WIN!
BE A PART OF NFL HISTORY!

GRAND PRIZE: All Expenses-Paid Trip to
Hawaii as the Pro Set Pro Bowl MVP

FIRST PRIZES: One-of-a-Kind
Memorabilia— Super Bowl Game
Helmet, Game Jersey, and Game Balls
Signed by MVP Jerry Rice

PLUS MANY OTHER PRIZES...

« Heat AFG-NFC Pro Bowl Ganx Jtrieyj Worn by Ptiyarc
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 Souvenir Super Bom Gime Program
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SCORE POINTS TOWARD
FRIEE MERCHANDISE!

The More Rub Oil
Points You lo See
Score the More How Many
Valuable Your Points You
FREE Merchandl Scored

CULLECT POINTS AND ORDER NFL
MERCHANDISE LIKE PRO LINE
CAPS, T-SHIRTS, JACKETS

GET NFL PRO LINE
MERCHANDISE TWO WAYS!
(1) Free With Points
(2) 50% Off With V2the Points

TOGET ALL THE DETAILS. SEND FOR YOUR FREE HAL
PRO SET G-HECX LIST I MERCHANDISE CATALOG HOM
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LEGISLATIVE SOLUTION
REFORM

September 30, 1991

The concern of government is to keep professional gambling and its
attendant problems and profits out of the simple 1innocence of
gaming for charity or responsible community causes.

The policy for charitable gaming must be put 1in place in the
statutes. Keep the system simple to limit the state’'s
responsibility and bureaucratic growth.

The goal 1is to place the responsibility of conducting charitable
gaming in Alaska on the qualified organizations who elect to raise
funds by means of charitable gaming.

Conducting charitable gaming is a privilege that carries a certain
level of responsibility. IT a charitable organization cannot
accept the responsibilities set forth, then they should elect to
raise funds by other means.

Legislative provisions:

1. Clarify definition of organizations that qualify for gaming
permits; currently qualifications are very broad. A clear
policy needs to be established to clarify what types of
organizations should be able to conduct charitable gaming, and
to what degree (ie - large on going, pulltabs and bingo; or
one time short duration raffles or monte carlo events)

2. Permittees are responsible for the gaming activity; no permit
renewal if responsibility 1is not met, permittees should be
encouraged to enroll the services of the volunteer.

3. Burden of proof of compliance will be on the charity; this
should not be a bureaucratic responsibility.



