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Preface
Statement of Authority

This study and associated report was conducted to satisfy the requirements of House Bill
811 (See. Appendix 1 — HB811 — Charitable gaming; fair market rental value, study.), enacted
into law on July 1, 2000, which established a moratorium on disciplinary actions against licensed
charitable gaming organization for failure to meet the use of proceeds statutory (See. Appendix
2 — Charitable Gaming Statute and Appendix 3 — Charitable Gaming Rules and Regulations,
respectively) requirement requiring licensed charitable gaming organizations to donate a
percentage of charitable gaming revenue to charitable organizations.

House Bill 811 requires the Charitable Gaming Commission to examine “Fair Market
Rental Value” as follows:

1)) The ways in which fair market rental value for both real property and the personal
property used therewith for bingo games may be appropriately computed;

(II)  The ways rent for real property and any personal property used in connection with such
real property for bingo games are reported or should be reported to the Commission; and

(IIT) ~ The nexus between such rents paid, the reporting of such rents, and the ability of
qualified organizations, as defined by § 18.2-340.16, to meet the minimum percentages of
gross receipts required to be used for those lawful religious, charitable, community, or
educational purposes for which the organizations are specifically charged or organized.

Study Group

Study Group Membership

The data collection study included an evaluation of 500 licensed charitable gaming
organizations. Out of that total, 160 licensed charitable gaming organizations rented their
gaming facilities. There were a total of 48 out of 160 organizations that rented their facilities
that failed to meet their use of proceeds (See. Appendix 4 — Rental Summary Per Rent Range).
Three organizations were in Region 1 (Central Virginia), 32 organizations were in Region 2
(Tidewater), two organizations in Region 3 (Northern Virginia), and 11 organizations in Region
4 (Southwest Virginia).

Staff members of the Charitable Gaming Commission compiled the study and associated
report. The Commission is broken down into four distinct groups: audit, licensing, enforcement/
inspection, and administrative. Each operational group contributed to this study in the following
ways:

Audit — Inspected annual and quarterly reports submitted to the Commission by
organizations licensed to conduct charitable gaming in the Commonwealth of Virginia.
e Staffassigned:  Otis Luttrell — Audit Manager

Melissa McMillion — Audit Management Analyst



Enforcement/Inspection — Conducted field surveys and interviews with game players,
game managers, and commercial landlords.
o Staff Assigned: Charles Narducci — Special Agent

Licensing — Reviewed representative leases and use of proceeds.
e Staff Assigned: Michael Capen — Administrative Coordinator

Administrative Staff — Compiled supporting documentation and nationwide regulatory
research.
e Staff Assigned:  John B. Comstock — Chief Deputy

WilliamWatt — Policy and Planning Specialist

Barbara Drudge — Policy and Planning Specialist

Executive Summary

The Executive Secretary been directed by the Commission to report to the Governor and
General Assembly on or before January 10, 2001 on its findings and recommendations relating
to House Bill 811 (See. Appendix 1).

The contents of this report may not reflect the views of the Commissioner’s in whole
or in part, but is believed to present an accurate statistical view of a2 very complex and
controversial subject. Based upon the results of this report, it is recommended that
consideration be given to conduct an in-depth analysis of the “Fair Market Rental Value”
practices within the Tidewater area.

The Commission has been asked to evaluate three issues associated with charitable
gaming activities relating to licensed charitable gaming organizations. First, the Commission
was asked to evaluate fair market rental value for real and personal property utilized by licensed
charitable gaming organization. Secondly, the Commission was asked to evaluate methods
licensed charitable gaming organizations should utilize in reporting information relating to rents
associated with real and personal property. Thirdly, to evaluate the relationship between rents
paid by licensed charitable gaming organizations and their ability to meet the use of proceeds
requirement defined under § 18.2-340.16.

Evaluation of Fair Market Rental Value

In reviewing the statutes and regulations (See. Appendix 2 and 3, respectively) of the
Charitable Gaming Commission, it is evident that the principle goal of the Commission is to
ensure that licensed charitable organizations meet their charitable obligations which they accept
as a precondition to licensing, that games be conducted reasonably, and that the playing field for
all organizations is equal and that all organizations have an opportunity to use charitable gaming
defined under the statutes and regulations as a means of raising revenue funds.

Statutory and regulatory law relating to the Charitable Gaming Commission does not
specifically define “fair market rental value”, and the Commission does not have the authority to
devise standards to protect against abuses in appraising fair market rental value. Currently, there
1s no way of insuring that the methods used by the landlords in appraising the fair market rental
value is a fair price and not an excessive price on the property, based upon the property ‘s original



or constructed purpose. For your information and review, we have included a repqrt
summarizing the rental charges per region (See. Appendix 5 — Total Rent Per Region)



L The ways in which fair market rental value for both real property and the personal
property used therewith for bingo games may be appropriately computed.

The term “fair market value” generally refers to the most probable price that a
property should bring in a fair sale between buyer and seller. The definition makes three
assumptions. First, it presumes a competitive and open market. Second, the buyer and
seller are both presumed to be acting prudently and knowledgeable. Finally, market
value depends on the price not being affected by unusual circumstances.'

As used in the context of charitable gaming, “fair market value” of real and
personal property in actuality means “fair market rental value”. The methods used to
determine fair market value of real property are achieved through generally accepted
appraisal standards. Likewise, fair market rental value is determined through generally
accepted standards. Furthermore, personal property provided to the renters, i.e., blowers,
monitors, and electronic number boards, would be subjected to generally accepted
appraisal standards. '

In the realm of charitable gaming, fair market rental value frequently becomes
clouded as a result of legal opinions, existing law, and the intended use of charitable
gaming revenues. Profits made by those who provide goods and services in support of
charitable gaming are often looked upon as taking advantage of charitable causes for
personal gain.

Previous studies involving abuses within the charitable gaming community
undertaken by the Pennsylvania Crime Commission (1992), Henrico County — Final
Report by Grand Jury — Section 10 (1992) (See. Appendix 6 — Excerpt from the Special
Grand Jury’s Final Report on Bingo Operations in Henrico County — Impaneled
September 30, 1992), and the Report to the Mississippi Legislature — An Evaluation of
the Mississippi Gaming Commission’s Bingo Division (1997) (See. Appendix 7 —
Excerpts from “An Evaluation of the Mississippi Gaming commission’s Bingo Division”,
November 13, 1997 — The PEER Committee — Mississippi Legislature) addressed the
concern of commercial bingo operators/landlords charging excessive rents. Since the
formation of the Virginia Charitable Gaming Commission (July 1996), discussion
regarding “excessive rent and fair market rental value” has been ongoing. Landlords
defend their rent(s) as being appropriate, often expressing the phrase “willing seller,
willing buyer.” In an effort to address the issue, many states have elected to regulate the
landlords and enact legislation to control rent limits (See. Appendix 8 — Rental Summary
by States — Regulation by States of Rental Prices for Charitable Gaming Organizations).

The issue of fair market rental value used in conjunction with bingo games has
been examined and debated repeatedly. If generally accepted appraisal standards for
determining fair market rental value are to be used within the charitable gaming
community, then excessive rent issues should be investigated and left to the discretion of
the appropriate commonwealth’s attorney in determining the reasonableness of the charge
or charges.

' Modern Real Estate Practice, Fifteenth Edition, 2000 (Real Estate Education Company, Chicago)
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The ways rents for real property and any personal property used in connection with
such real property for bingo games are reported or should be reported to the
Commission.

Landlords have no obligation to report to the Commission the basis for the rental of
real or personal property used in conjunction with charitable gaming. The Commission
has determined the many landiords/nonprofit organizations enter into rental agreements
wherein the rent is established at the “high end” or maximum profit potential for both
parties. When attendance is low, some landlords will adjust the rent downward. These
adjustments are often based on personal property used during the gaming session. This
method/philosophy is undertaken to circumvent §18.2-340-33.

§18.2-340-33. Prohibited practices. 3. No personal shall pay or
receive for use of any premises devoted, in whole or in part, to the
conduct of any charitable games, any consideration in excess of the
current fair market rental value of such property. Fair market
rental value consideration shall not be based upon or determined
by reference to a percentage of the proceeds derived from the
operation of any charitable games or the number of people in
attendance [emphasis added) at such charitable games...

Currently, gaming organizations must submit a copy of their lease with the
licensing application. In addition, they are required to document rent paid on the annual
financial report form. At this time, there is no uniform requirement to segregate rental
costs between real and personal property. Landlords are statutorily barred from taking
part in any aspect of the game with the exception of providing real property to host and
personal property to accommodate the play of bingo.

11 VAC 15-22-30. Permit application and exempt notification
process.

G.(5) A copy of the written lease or proposed written lease
agreement and all other agreements if the organization rents or
intends to rent a facility where bingo is or will be conducted.
Information on the lease shall include name, address, phone number
of the landlord, square footage and maximum occupancy of the
building, and the rent amount by each category of equipment and
property rented.

11 VAC 15-22-70. Recordkeeping.

A. In addition to the records required by § 18.2-340.30 (D) of the
Code of Virginia, qualified organizations conducting bingo shall
maintain a system of records that documents and identifies:

7. All operating expenses including rent, advertising and security.
Copies of invoices for all such expenses shall be maintained.



11 VAC 15-22-100. Requirements regarding renting premises,
agreements and landlord participation.

(A) No organization shall rent or use any leased premises to conduct
charitable gaming unless all terms for rental or use are set forth in a
written agreement and signed by the parties thereto prior to the
issuance of a permit to conduct charitable gaming.

The regulations of the Commission specifically provides that a charitable gaming
license is contingent upon an organization providing, upon the initial application and
upon renewal, a true copy of the lease agreement, in addition to providing any and all
addendum thereto.

In light of the above referenced provisions under the Charitable Gaming
Regulations, the Commission reserves the right to impose a penalty on any organization
which fails to comply with the provisions of the law or these regulations (11 VAC 15-22-
80 (H.), up to and including terminating the license of any organization that fails to
provide the required information regarding the terms and conditions of the lease upon
which they operate charitable gaming. The burden is clearly on the charitable gaming
organization to provide the initial lease upon application, upon renewal, and to provide
any and all changes or addenda during the term of the contractual obligation to stay in
compliance. (See. 11 VAC 15-22-30)

The Commission conducted surveys of a representative sample of bingo players and
gaming organizations in the Tidewater region. The Tidewater region was selected
because of the large number of renting organizations in the area.

A limited survey of licensed gaming organizations in the Tidewater area indicated
that there are some questionable practices in the payment and contract management of
some commercial landlords. These include adjustment of rents based on attendance or
other variable factors used to adjust monthly rental charges. We have included the
survey and the results in this Report (See. Appendix 9 — Summary of Limited Survey of
Tidewater Game Managers). However, when rent rebates are in the form of donations to
the hosting organization, there are no reporting requirements.

The Commission feels that additional reporting by organizations documenting
changes in rent paid, rent rebate donations to the organization by a landlord, changes in
the lease agreement or in the actual practices, regardless of contractual requirements, be
reported to the Commission. This will better allow the Commission to determine that
actual payment to commercial landlords has been made. We feel this will not require a
statutory change but can be completed with a rule change. Additional reporting by
gaming organizations will help to insure that landlords and gaming organizations are in
compliance with §18.2-340.33.



II1.

The nexus between such rents paid, the reporting of such rents, and the ability of
qualified organizations, as defined in § 18.2-340.16, to meet the minimum
percentages of the gross receipts required to be used for those lawful religious,
charitable, community, or educational purposes for which the organizations are
specifically chartered or organized.

The Commission has reviewed the performance of the charitable gaming
community in the Commonwealth as related to organizations that currently rent gaming
facilities and their ability to meet the “Use of Proceeds” (“UOP”) as required by current
statue.

We have made the following observations: There are 160 licensed organizations
that conduct charitable gaming in rented facilities and 340 (See. Appendix 10 —

Non-Renters Renters
400 — e
300 O Met Use of [ @ Met Use of
Proceeds | Proceeds
200 ¢ B Failed t0 meet | W Failed to meet
100 1 use of Proceeds
0 4
1
340 Organizations 160 Organizations

Summary of Non-Renters) that game in their own facilities. Approximately twice as
many (16% vs. 30%) renting organizations failed to meet UOP compared to
organizations that own their own gaming facility.

Rents paid range from $1.00 to over $238,020.00 annually. Without 2 means of
legally defining what is reasonable, the Commission is unable to ascertain “Fair Market
Rent.” However, the Commission believes that some rents charged are excessive.

Summary of Renters by Region - 1999
160 Organizations

80 0 Met Use of
Proceeds
60 1
40 @ Failed to
Meet Use of
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2077}
0 L=
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As noted in the chart above, the Tidewater region has the largest number of renting
organizations failing to meet the UOP requirement. This indicates that a problem with
renters meeting UOP requirements appears to be a regional problem.



A significant number of organizations failed to meet UOP requirements due to
poor game management, inexperience, inadequate training, higher-than-profitable-prize
payouts, managing expenses (including rent), volunteer turnover, and failing to establish
UOP requirements on a per “gaming session” basis.

From the Commission’s review of the 1999 annual reports filed licensed
organizations, there appears to be a correlation between rent and the ability of an
organization to meet the UOP. (See. Appendix 4). Appendix 4 sets out the rent charged
per range. The highest rent paid by an organization was $238,020.00 during a 12-month
period. The majority of organizations that rent (70 total organizations) fall within the
$1.00 - $24,999.00 range. Out of that group, only 11 failed to meet their UOP. In the
$200,000 - $240,000 range two out of four organizations failed to meet their UOP. The
same holds true for the $150,000 - $199,999 range as four out of eight organizations
failed to meet their UOP. In this same range, each failure was an organization licensed

Total Rent Per Region - 1999 Total Average Rent Per Region - 1999

o S S s by
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2340010

$1,520,387

FLIEELY

©$366,243

and operating in the Tidewater Region. The failure rate in the Tidewater Region is much
higher than any other region. (See. Appendix 4 - Column “Number of Organizations
That Did Not Meet Use of Proceeds” and Appendix 5).

It should be noted that the ability of organizations who rent and fail to meet UOP
have, for the most part, been brought to the attention of the Commission by landlords
(See. Appendix 11 - Letter dated September 19, 2000 from Ralph L. “Bill” Axselle, Jr. to
the Charitable Gaming Commission). Recently proposed legislation would allow
organizations that rent the ability to deduct their rent from the UOP requirement(s). This
method would obviously enhance an organization's ability to meet UOP, however, the
following concerns are noted:

1. Revenues designated for charity would be significantly reduced.

2. Rent applied towards UOP would allow the landlords the ability to increase the rent
in proportion to any reduction realized by an organization (renter).

10



APPENDIX 1 - House Bill 811

HB 811 Charitable gaming; fair market rental value, study.
Patron - Johnny S. Joannou (all patrons)

Summary as passed:

Charitable gaming; fair market rental value. Establishes a moratorium on any disciplinary actions by the
Charitable Gaming commission solely based on an organization's failure to meet the required minimum percentage
of gross receipts required to be used for charitable purposes provided (i) that organization was conducting gaming 1n
a rented facility prior to January 1, 2000, and (ii) the organization is otherwise in compliance with the law. In
addition, the bill also prohibits the lease or rental of any premises devoted to the conduct of charitable gaming from
being conditioned upon the use or the purchase of any services, products or readily portable property fr_orq any
landlord or other person unless they are included in the rent being paid. The bill also directs the Commission to
examine the issues related to the fair market rental value and its effect on the ability of organizations to meet the
minimum percentages of gross receipts required to be used for charitable purposes and to report to the Governor and
General Assembly by January 10, 2001. The bill has a July 1, 2001, sunset.

Full text:
01/21/00 House:

Presented & ordered printed 003546788

02/10/00 House:

Committee substitute printed 008225664-H1

03/02/00 Senate:

Committee substitute printed 003564788-S1

03/16/00 House:

Enrolled bill text (HB811ER)

05/05/00 Govemnor: Acts of Assembly Chapter text (CHAP1000)

Status:
01/21/00 House:
01/21/00 House:

Presented & ordered printed 003546788
Referred to Committee on General Laws

01/24/00 House:

Assigned to General Laws sub-committee: 6

02/09/00 House:

Reported from General Laws with sub (25-Y 0-N)

02/10/00 House:
02/11/00 House:
02/12/00 House:
02/12/00 House:
02/12/00 House:
02/14/00 House:
02/15/00 House:
02/15/00 House:

Committee substitute printed 008225664-H1
Read first time

Read second time

Committee substitute agreed to 008225664-H1
Engrossed by House - com. sub. 008225664-H1
Passed by for the day

Read third time and passed House (95-Y 3-N)
VOTE: PASSAGE (95-Y 3-N)

02/15/00 House:

02/16/00 Senate:
02/16/00 Senate:

Communicated to Senate
Constitutional reading dispensed
Referred to Committee on General Laws

03/01/00 Senate:

Reported from General Laws with sub (15-Y 0-N)

03/02/00 Senate:
03/02/00 Senate:
03/02/00 Senate:

Committee substitute printed 003564788-S1
Const. reading disp., passed by for the day (38-Y 0-N)
VOTE: CONST. RDG. DISPENSED R (38-Y 0-N)

03/03/00 Senate:
03/03/00 Senate:
03/03/00 Senate:
03/03/00 Senate:
03/03/00 Senate:
03/03/00 Senate:

Read third time

Reading of substitute waived

Committee substitute agreed to 003564788-S1
Engrossed by Senate - comm. sub. 003564788-S1
Passed Senate with substitute (39-Y 0-N)
VOTE: PASSAGE R (39-Y 0-N)

03/06/00 House:
03/07/00 House:
03/07/00 House:

Placed on Calendar
Senate substitute agreed to by House (89-Y 9-N)
VOTE: ADOPTION (89-Y 9-N)

03/16/00 House:
03/22/00 House:

03/22/00 Senate:

03/24/00 House:

04/09/00 Governor: Approved by Governor-Chapter 1000 (effective 7/1/00)

Enrolled bill text (HB811ER)
Enrolled

Signed by President

Signed by Speaker

05/05/00 Governor: Acts of Assembly Chapter text (CHAP1000)
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APPENDIX 2 — Charitable Gaming Statute — Effective July 1, 1999
Article 1.1:1.
Charitable Gaming.
§ 18.2-340.15. State control of charitable gaming.

A. Charitable gaming as authorized herein shall be permitted in the Commonwealth as a means of
funding qualified organizations. The Charitable Gaming Commission is vested with control of all
charitable gaming in the Commonwealth, with plenary power to prescribe regulations and condl_tlons
under which such gaming shall be conducted to ensure that it is conducted in a manner consistent
with the purpose for which it is permitted.

B. The conduct of any charitable gaming is a privilege which may be granteq or ‘deni.ed by the
Charitable Gaming Commission or its duly authorized representatives in its discretion in order to
effectuate the purposes set forth in this article.

(1995, c. 837.)
§ 18.2-340.16. Definitions.
As used in this article unless the context requires a different meaning:

"Bingo" means a specific game of chance played with (i) individual cards having‘ randorply
numbered squares ranging from one to seventy-five, (ii) Commission-approved electronic devices which
display facsimiles of bingo cards and are used for the purpose of marking and monitoring players' cards as
numbers are called, or (iii) Commission-approved cards pursuant to subdivision 13 of § 18.2-340.18, in
which prizes are awarded on the basis of designated numbers on such cards conforming to a
predetermined pattern of numbers selected at random. Such cards shall have five columns headed
respectively by the letters B.IN.G.O.

"Bona fide member" means an individual who participates in activities of a qualified organization
other than such organization's charitable gaming activities.

"Charitable gaming” or "charitable games" means those raffles and games of chance explicitly
authorized by this article.

"Charitable gaming supplies” includes bingo cards or sheets, devices for selecting bingo numbers,
instant bingo cards, pull-tab cards and seal cards, and any other equipment or product manufactured for or
intended to be used in the conduct of charitable games. However for the purposes of this article,
charitable gaming supplies shall not include items incidental to the conduct of charitable gaming such as
markers, wands or tape.

"Commission"” means the Charitable Gaming Commission.
"Gaming expenses” means prizes, supplies, costs of publicizing gaming activities, audit and
administration or permit fees, and a portion of the rent, utilities, accounting and legal fees and such other

reasonable and proper expenses as are directly incurred for the conduct of charitable gaming.

"Gross receipts” means the total amount of money received by an organization from charitable
gaming before the deduction of expenses, including prizes.

12



"Instant bingo” means a specific game of chance played by the random selection of one or more
individually prepacked cards, made completely of paper or paper products, with winners being
determined by the preprinted appearance of concealed letters, numbers or symbols that must be exposed
by the player to determine wins and losses and may include the use of a seal card which conceals one or
more numbers or symbols that have been designated in advance as prize winners. Such cards may be
dispensed by electronic or mechanical equipment.

"Jackpot” means a bingo game, exclusive of a "winner-take-all" bingo game, in which (i) all
numbers on the card are covered, each number being selected at random, and with no more than one free
space and (ii) the prize amount is greater than $100.

"Landlord" means any person or his agent, firm, association, organization, partnership, or
corporation, or employee thereof, which owns and leases, or leases any premise devoted in whole or in
part to the conduct of bingo games, and any person residing in the same household as a landlord.

"Organization” means any one of the following:

1. A volunteer fire department or rescue squad or auxiliary unit thereof which has been recognized
in accordance with § 15.2-955 by an ordinance or resolution of the political subdivision where
the volunteer fire department or rescue squad is located as being a part of the safety program of
such political subdivision;

2. An organization operated exclusively for religious, charitable, community or educational
purposes;

3. An association of war veterans or auxiliary units thereof organized in the United States;
4. A fraternal association or corporation operating under the lodge system;
5. A local chamber of commerce; or

6. A nonprofit organization that raises funds by conducting raffles which generate annual gross
receipts of less than $75,000, provided such gross receipts from the raffle, less expenses and
prizes, are used exclusively for charitable, educational, religious or community purposes.

"Qualified organization” means any organization to which a valid permit has been issued by the
Commission to conduct charitable gaming or any organization which is exempt pursuant to § 18.2-
340.23.

"Raffle” means a lottery in which the prize is won by (i) a random drawing of the name or
prearranged number of one or more persons purchasing chances or (ii) a random contest in which the
winning name or preassigned number of one or more persons purchasing chances is determined by a race
involving inanimate objects floating on a body of water, commonly referred to as a "duck race.”

For the purpose of this article, “raffle” shall include the use of individually prepackaged cards made
completely of paper or paper products, with winners being determined by the appearance of preprinted
concealed letters, numbers or symbols that must be exposed by the player to determine wins and losses,
such cards being commonly referred to as "pull tabs" or "seal cards" which conceal one or more numbers
or symbols that have been designated in advance as prize winners. Such cards may be dispensed by
electronic or mechanical equipment.

"Reasonable and proper business expenses” means business expenses actually incurred by a
qualified organization and not otherwise allowed under this article or under Commission regulations on

13



real estate and personal property tax payments, travel expenses, payments of utilities and trash collection
services, legal and accounting fees, costs of business furniture, fixtures and office equipment and costs of
acquisition, maintenance, repair or construction of an organization's real property. For the purpose of this
definition, salaries and wages of employees whose primary responsibility is to provide services for the
principal benefit of an organization's members shall not qualify as a business expense.

"Supplier” means any person who offers to sell, sells or otherwise provides charitable gaming

supplies to any qualified organization.

(1995, ¢. 837; 1996, c. 919; 1997, cc. 777, 838; 1998, cc. 57, 398; 1999, c. 534.)

§ 18.2-340.17. Charitable Gaming Commission established.

A.

There is hereby established, in the Office of the Secretary of Administration, the Charitable Gaming
Commission. The Commission shall consist of seven members appointed by the Governor, subject to
confirmation by the General Assembly. Each member of the Commission shall have been a resident of
the Commonwealth for a period of at least three years next preceding his appointment, and his continued
residency shall be a condition of his tenure in office. To the extent practicable, the Commission shall
consist of individuals from different geographic regions of the Commonwealth. Upon initial appointment,
three members shall be appointed for four-year terms, two for three-year terms, and two for two-year
terms. Thereafter, all members shall be appointed for fouryear terms. Vacancies shall be filled by the
Governor in the same manner as the original appointment for the unexpired portion of the term. Each
Commission member shall be eligible for reappointment for a second consecutive term at the discretion
of the Governor. Persons who are first appointed to initial terms of less than four years shall thereafter be
eligible for reappointment to two consecutive terms of four years each. The Commission shall elect a
chairman from among its members. No member of the General Assembly while serving as a manber
shall be eligible for appointment to the Commission.

The members of the Commission shall serve at the pleasure of the Governor.

Each member of the Commission shall receive fifty dollars for each day or part thereof spent in the
performance of his duties and in addition shall be reimbursed for his reasonable expenses incurred
therein.

A quorum shall consist of four members. The decision of a majority of those members present and
voting shall constitute a decision of the Commission.

The Commission shall adopt rules and procedures for the conduct of its business. The Commission
shall establish and maintain a business office within the Commonwealth at a place to be determined
by the Commission. The Commission shall meet at least six times a year, and other meetings may be
held at any time or place determined by the Commission or upon call of the chairman or upon a
written request to the chairman by any two members. All members shall be duly notified of the time
and place of any regular or other meeting at least ten days in advance of such meetings.

The Commission shall keep a complete and accurate record of its proceedings. A copy of the record
shall be avatilable for public inspection and copying.

(1995, c. 837.)
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§ 18.2-340.18. Powers and duties of the Commission.

The Commission shall have all powers and duties necessary to carry out the provisions of this article

and to exercise the control of charitable gaming as set forth in § 18.2-340.15. Such powers and duties
shall include but not be limited to the following:

1.

The Commission is vested with jurisdiction and supervision over all charitable gaming auth_orized
under the provisions of this article and including all persons that conduct or provide goods, services or
premises used in the conduct of charitable gaming. It may employ such persons as are necessary to
ensure that charitable gaming is conducted in conformity with the provisions of this article and t}}e
regulations of the Commission. The Commission may designate such agens and employees as it
deems necessary and appropriate to be vested with like power to enforce the provisions of this article
and the criminal laws of the Commonwealth as is vested in the chief law-enforcement officer of any
county, city or town.

The Commission, its agents and employees and any law-enforcement officers charged with the
enforcement of charitable gaming laws shall have free access to the offices, facilities or any other
place of business of any organization, including any premises devoted in whole or in part to the
conduct of charitable gaming. These individuals may enter such places or premises for the purpose
of carrying out any duty imposed by this article, securing records required to be maintained by an
organization, investigating complaints, or conducting audits.

The Commission may compel the production of any books, documents, records, or memorand'fl of
any organizations or supplier for the purpose of satisfying itself that this article and its regulations
are strictly complied with. In addition, the Commission may require the production of an annual
balance sheet and operating statement of any person granted a permit pursuant to the provisions of
this article and may require the production of any contract to which such person is or may be a party.

The Commission shall promulgate regulations under which charitable gaming shall be conducted in
the Commonwealth and all such other regulations that it deems necessary and appropriate to effect
the purposes of this article. Such regulations may include penalties for violations. The regulations
shall be subject to the Administrative Process Act (§ 96.14:1 et seq.).

The Commission may issue subpoenas for the attendance of witnesses before it, administer oath_s,
and compel production of records or other documents and testimony of such witnesses whel?ever, in
the judgment of the Commission, it is necessary to do so for the effectual discharge of its duties.

The Commission may compel any person holding a permit to file with the Commission such
documents, information or data as shall appear to the Commission to be necessary for the
performance of its duties.

The Commission may enter into arrangements with any governmental agency of this or any ot_her
state or any locality in the Commonwealth for the purposes of exchanging information or performing
any other act to better ensure the proper conduct of charitable gaming.

The Commission may issue interim certification of tax-exempt status and collect a fee therefor in
accordance with subsection B of § 18.2-340.24.

The Commission shall report annually to the Governor and the General Assembly, which report shall

include a financial statement of the operation of the Commission and any recommendations for
legislation applicable to charitable gaming in the Commonwealth.
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10.

11.

12.

13.

The Commission, its agents and employees may conduct such audits, in addition to those required by
§ 18.2-340.31, as they deem necessary and desirable.

The Commission may limit the number of organizations for which a person may manage, operate or
conduct charitable games.

The Commission may report any alleged criminal violation of this article to the appropriate attorney
for the Commonwealth for appropriate action.

The Commission may, by regulation, approve variations to the card formats for bingo games provided
such variations result in bingo games which are conducted in a manner consistent with the provisions of
this article. Commission-approved variations may include, but are not limitedto, bingo games commonly
referred to as player selection games and 90-number bingo.

(1995, c. 837; 1997, cc. 777, 838.)

§ 18.2-340.19. Regulations of the Commission.

The Commission shall adopt regulations which:

1.

Require, as a condition of receiving a permit, that the applicant use a predetermined percentage of its
gross receipts for (i) those lawful religious, charitable, community or educational purposes for which
the organization is specifically chartered or organized or (ii) those expenses relating to the
acquisition, construction, maintenance or repair of any interest in real property involved in the
operation of the organization and used for lawful religious, charitable, community or educational
purposes. The regulation may provide for a graduated scale of percentages of gross receipts to be
used in the foregoing manner based upon factors the Commission finds appropriate to and consistent
with the purpose of charitable gaming.

Require the organization to have at least fifty percent of its membership consist of residents of the
Commonwealth and specify the conditions under which a complete list of the organization's members
who participate in the management, operation or conduct of charitable gaming may be required in order
for the Commission to ascertain the percentage of Virginia residents; however, if an organization (i)
does not consist of bona fide members and (ii) is exempt under § 501 (c) (3) of the United States
Internal Revenue Code, the Commission shall exempt such organizations from the regulations adopted
pursuant to this subdivision.

Membership lists furnished to the Commission in accordance with this subdivision shall not be a
matter of public record and shall be exempt from disclosure under the provisions of the Freedom of
Information Act (§ 2.1-340 et seq.).

Prescribe fees for processing applications for charitable gaming permits. Such fees may reflect the
nature and extent of the charitable gaming activity proposed to be conducted.

Establish requirements for the audit of all reports required in accordance with § 18.2-340.30.
Define electronic and mechanical equipment used in the conduct of charitable gaming.
Prescribe the conditions under which a qualified organization may (i) provide food and nonalcoholic

beverages to its members who participate in the management, operation or conduct of bingo and (ii)
permit members who participate in the management, operation or conduct of bingo to play bingo.
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10.

Prescribe the conditions under which a qualified organization located in the Northern \{irginia
Planning District may sell raffle tickets for a raffle drawing which will be held outside the
Commonwealth pursuant to subsection C of § 18.2-340.26.

Prescribe the conditions under which persons who are bona fide members of a quz_lliﬁed organi'z:'ition
or a child, above the age of eleven years, of a bona fide member of such organization may participate
in the conduct or operation of bingo games.

Prescribe the conditions under which a person below the age of eighteer}‘ years may plfly bing{),
provided such person (i) has the consent of his parent or legal guardian or (ii) is accompanied by his
parent or legal guardian.

Require all qualified organizations that are subject to Commission regulat‘ions to post in a
conspicuous place in every place where charitable gaming is conducted a sign whlc_h bears a toll-free
telephone number for "Gamblers Anonymous" or other organization which provides assistance to
compulsive gamblers.

(1995, c. 837; 1996, c. 919; 1997, cc. 777, 838; 1998, c. 845.)

§ 18.2-340.20. Denial, suspension or revocation of permit; hearings and appeals.

A.

The Commission may deny, suspend or revoke the permit of any organization found not to be in
strict compliance with the provisions of this article and the regulations of the Commission. The
action of the Commission in denying, suspending, or revoking any permit shall be subject to the
Administrative Process Act (§ 9-6.14:1 et seq.).

Except as provided in §§ 18.2-340.30 and 18.2-340.36, no permit to conduct charitable gaming shall_ be
denied, suspended or revoked except upon notice stating the proposed basis for such action and the time
and place for the hearing. At the discretion of the Commission, hearings may be conducted by hearing
officers who shall be selected from the list prepared by the Executive Secretary of the Supreme Court.
After a hearing on the issues, the Commission may refuse to issue or may suspend or rf:vokt'e any such
permit if it determines that the organization has not complied with he provisions of this article or the
regulations of the Commission.

Any person aggrieved by a refusal of the Commission to issue any permit, the suspensipn or
revocation of a permit, or any other action of the Commission, may seek review of such action in
accordance with Article 4 (§ 9-6.14:15 et seq.) of the Administrative Process Act.

(1995, ¢. 837; 1996, c. 573; 1997, cc. 777, 838.)

§ 18.2-340.21. Executive Secretary; staff.

The Commission shall appoint an Executive Secretary-and such other employees as it deems

essential to perform its duties under this article, who shall possess such authority and perform such dgties
as the Commission shall prescribe or delegate to them. Such employees shall be compensated as provided
by the Commission.

The Executive Secretary, in addition to any other duties prescribed by the Commission, shall keep a

true and full record of all proceedings of the Commission and preserve at the Commission's principal
office all books, documents and papers of the Commission.

(1995, c. 837.)



§ 18.2-340.22. Only raffles, bingo and instant bingo games permitted; prizes not gaming contracts.

A.

This article permits qualified organizations to conduct raffles, bingo and instant 'bingo games. Al[
games not explicitly authorized by this article or Commission regulations adopted in accordance with
§ 18.2-340.18 are prohibited.

The award of any prize money for any charitable game shall not be deemed to be part of any gaming
contract within the purview of § 11-14.

Nothing in this article shall prohibit an organization from using the State Lottery Department's Pic!d
number or any number or other designation selected by the State Lottery Department in connection
with any lottery, as the basis for determining the winner of a raffk.

(1995, ¢. 837, 1997, cc. 777, 838.)

§ 18.2-340.23. Organizations exempt from certain permit, financial reporting and audit
requirements.

A.

No organization that reasonably expects, based on prior charitable gaming annual results or any other
quantifiable method, to realize gross receipts of $25,000 or less in any twelve-month period shall be
required to (i) notify the Commission of its intention to conduct charitable gaming, (ii) ﬁle‘: a
resolution of its board of directors as required by subsection B, or (iii) comply with Commission
regulations. If any organization's actual gross receipts for the twelve-month period exceed $25,000,
the Commission may require the organization to file by a specified date the report required by §
18.2-340.30.

Any volunteer fire department or rescue squad or auxiliary unit thereof which has been recognized in
accordance with § 15.1-26.01 by an ordinance or resolution of the political subdivision where the
volunteer fire department or rescue squad is located as being part of the safety program of su-ch
political subdivision shall be exempt from the requirements of § 18.2-340.25 if, prior to conducthg
charitable gaming, it notifies the Commission, on a form prescribed by the Commission, that it will
conduct charitable gaming. The organization must receive notification of its exempt status from the
Commission prior to conducting charitable gaming. Any such organization also shall be exempt
from the financial reporting requirements of this article and the payment of audit fees but shall file
with the Commission, at such time as may be required by the Commission, a resolution of its board
of directors stating that the organization has complied with the provisions of this article. Nothing in
this subsection shall be construed as exempting volunteer fire departments and rescue squads from
any other provisions of this article or other Commission regulations.

Nothing in this section shall prevent the Commission from conducting any investigation or audit it
deems appropriate to ensure an organization's compliance with the provisions of this article and, to
the extent applicable, Commission regulations.

(1995, . 837; 1997, cc. 777, 838.)

§ 18.2-340.24. Eligibility for permit; exceptions; where valid.

A.

To be eligible for a permit to conduct charitable gaming, an organization shall:

1. Have been in existence and met on a regular basis in the county, city or town or in a county, city
or town adjacent to the county, city or town wherein the organization proposes to conduct
charitable gaming for a period of at least three years immediately prior to applying for a permit.



C.

The three-year residency requirement shall not apply (i) to any lodge or chapter of a national or
international fraternal order or of a national or international civic organization which is exempt
under § 501 (c) of the United States Internal Revenue Code and which has a lodge or chgptc?r
holding a charitable gaming permit issued under the provisions of this article anywhere within
the Commonwealth; (ii) to booster clubs which have been operating for less than three years
and which have been established solely to raise funds for school-sponsored activities in public
schools which are less than three years old; (iii) to recently established volunteer fire and rescue
companies or departments, after county, city or town approval; or (iv) to an organizatiorll Whlf.‘.h
relocates its meeting place on a permanent basis from one jurisdiction to another, complies with
the requirements of subdivision 2 of this section, and was the holder of a valid permit at the
time of its relocation.

2. Be operating currently and have always been operated as a nonprofit organization.

Any organization whose gross receipts from all charitable gaming exceeds or can be expected to
exceed $75,000 in any calendar year shall have been granted tax-exempt status pursuant to § 501
(c) of the United States Internal Revenue Code. At the same time tax-exempt status is spught
from the Internal Revenue Service, the same documentation may be filed with the Commission
for an interim certification of tax-exempt status. If such documentation is filed, the Commission
may, after reviewing such documentation it deems necessary, issue its determination of tax
exempt status within sixty days of receipt of such documentation. The Commission may charge
a reasonable fee, not to exceed $500. This interim certification of taxexempt status shall be
valid until the Internal Revenue Service issues its determination of taxexempt status, or for
eighteen months, whichever is earlier.

A permit shall be valid only for the locations designated in the permit.

(1995, c. 837; 1996, c. 919.)

§ 18.2-340.25. Permit required; application fee; form of application.

A.

B.

D.

Except as provided for in § 18.2-340.23, prior to the commencement of any charitable game, an
organization shall obtain a permit from the Commission.

All complete applications for a permit shall be acted upon by the Commission within forty-five days
from the filing thereof. Upon compliance by the applicant with the provisions of this article, and at
the discretion of the Commission, a permit may be issued. All permits when issued shall be valid for
the period specified in the permit unless it is sooner suspended or revoked. No permit shall be valid
for longer than two years. The application shall be a matter of public record.

All permits shall be subject to regulation by the Commission to ensure the public safety and welfare
in the operation of charitable games. The permit shall only be granted after a reasonable
investigation has been conducted by the Commission.

In no case shall an organization receive more than one permit allowing it to conduct. charitab.le
gaming; however, nothing in this section shall be construed to prohibit granting special permits
pursuant to § 18.2-340.27.

Application for a charitable gaming permit shall be made on forms prescribed by the Commission
and shall be accompanied by payment of the fee for processing the application.

(1995, c. 837; 1997, cc. 777, 838; 1999, c. 361.)
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§ 18.2-340.26. Sale of raffle tickets; drawings.

A.

Except as provided in subsection C, a qualified organization may sell raffle tickets both in and out of
the jurisdiction designated in its permit and shall conduct the drawing within the Commonwealth.

Pull tabs or seal cards used as part of a raffle as defined in § 18.2-340.16 may be sold only. upon the
premises owned or exclusively leased by the organization and at such times as the: portion of the
premises in which the pull tabs or seal cards are sold is open only to members and their guests.

A qualified organization located in the Northern Virginia Planning District may sell raffle tickets for
a raffle drawing which will be held outside the Commonwealth, provided the raffle is conducted in
accordance with (i) the regulations of the Commission and (ii) the laws and regulations of the
Jurisdiction in which the raffle drawing will be held.

(1995, c. 837; 1997, cc. 777, 838.)

§ 18.2-340.27. Conduct of bingo games; special permits.

A.

A qualified organization shall accept only cash or, at its option, checks in payment of any charges or
assessments for players to participate in bingo games. However, no such organization .shall accept
postdated checks in payment of any charges or assessments for players to participate in bingo games.

No qualified organization or any person on the premises shall extend lines of credit or accept any
credit or debit card or other electronic fund transfer in payment of any charges or assessments for
players to participate in bingo games.

Bingo games may be held by qualified organizations no more frequently than two calendar days in
any calendar week, except in accordance with subsection D.

A special permit may be granted a qualified organization which entitles it to conduct more fre_quent
operations of bingo games during carnivals, fairs and other similar events which are located in the
Jurisdiction designated in the permit.

(1995, c. 837.)

§ 18.2-340.28. Conduct of instant bingo.

A.

Any organization qualified to conduct bingo games pursuant to the provisions of this artic_:le may
play instant bingo as a part of such bingo game and only at such location and at such times as
designated in the permit for regular bingo games.

Any organization conducting instant bingo shall maintain a record of the date, quantity and card
value of instant bingo supplies purchased as well as the name and address of the supplier of such
instant bingo supplies. The organization shall also maintain a written invoice or receipt from a
nonmember of the organization verifying any information required by this subsection. Instant bingo
supplies shall be paid for only by check drawn on an account of the organization. During the
conduct of instant bingo, the supplier's invoice, or a legible true copy thereof, for the instant bingo
supplies being used shall be maintained by the organization on the premises where the instant bingo
is being conducted.

No qualified organization shall sell any instant bingo card to any individual under eighteen years of
age.
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(1995, c. 837; 1997, cc. 777, 838.)

§ 18.2-340.29. Joint operation of bingo games; written reports; special permit required.

A.

Any two qualified organizations may jointly organize and conduct bingo games provided both have
fully complied with all other provisions of this article.

Any two qualified organizations jointly conducting such games shall be (i) su!)ject to the_ same
restrictions and prohibitions contained in this article that would apply to a single organization
conducting bingo games and (ii) required to furnish to the Commission a written report setting forth
the location where such games will be held, the division of manpower, costs, and proceeds for each
game to be jointly conducted.

Upon a finding that the division of manpower and costs for each game bears_ a reason‘ab'le
relationship to the division of proceeds, the Commission shall issue a special permit for the joint
conduct of all approved games.

No bingo game shall be jointly conducted until the special permit issued pursuant to subsection B is
obtained by the organizations.

(1995, c. 837.)

§ 18.2-340.30. Reports of gross receipts and disbursements required; form of reports; failqre to file.

A.

Each qualified organization shall keep a complete record of all receipts from its charitable gaming
operation and all disbursements related to such operation. Except as provided in § 18.?-340.23, each
qualified organization shall file at least annually, on a form prescribed by the Commission, a r.eport
of all such receipts and disbursements, the amount of money on hand attributa_ble to chantat?le
gaming as of the end of the period covered by the report and any other information rela.tec.i to its
charitable gaming operation that the Commission may require. In addition, the Commlssmn,'by
regulation, may require any qualified organization whose receipts exceed a speciﬁed_ amount during
any three-month period to file a report of its receipts and disbursements for such period. All reports
filed per this section shall be a matter of public record.

All reports required by this section shall be acknowledged in the presence of a notary public and
filed on or before the date prescribed by the Commission.

Except as provided in § 18.2-340.23, each qualified organization shall designate an individua'l who
shall be responsible for filing an annual, and, if required, quarterly, financial report if the
organization goes out of business or otherwise ceases to conduct charitable gaming activ:tles.. The
Commission shall require such reports as it deems necessary until all proceeds of any charlt.able
gaming have been used for the purposes specified in § 18.2-340.19 or have been disbursed in a
manner approved by the Commission.

Each qualified organization shall maintain (i) for three years a written record of the dates on which
bingo games are played, the number of people in attendance on each date and the amou.nt. of the
gross receipts and prizes paid on each day; (ii) a record of the name and address of each individual to
whom a regular or special bingo game prize or jackpot from the playing of bingo is awarded, as v\{ell
as the amount of the award; and (iii) an itemized record of all receipts and disbursements, including
operating costs and use of proceeds incurred in operating bingo games.

The failure to file reports within thirty days of the time such reports are due shall cause the automati'c
revocation of the permit, and no organization shall conduct any bingo game or raffle thereafter until
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1.

the report is properly filed and a new permit is obtained. However, the Commission may grant an
extension of time for filing such reports for a period not to exceed forty-five days if requested by an
organization, provided the organization requests an extension within fifteen days of the time such
reports are due. For the term of any such extension, the organization's permit shall not be
automatically revoked, such organization may continue to conduct charitable gaming, and no new
permit shall be required.

(1995, c. 837; 1997, cc. 777, 838; 1999, c. 360.)

§ 18.2-340.31. Audit of reports; exemption; audit and administration fee.

A.

Except as provided in § 18.2-340.23, all reports filed pursuant to § 18.2-340.30 shall be subject to
audit by the Commission in accordance with Commission regulations. The Commission may
engage the services of independent certified public accountants to perform any audits deemed
necessary to fulfill the Commission's responsibilities under this article.

The Commission shall prescribe a reasonable audit and administration fee to be paid by any
organization conducting charitable gaming under a permit issued by the Commission unless the
organization is exempt from such fee pursuant to § 18.2-340.23. Such fee shall not exceed one and
one-half percent of the gross receipts which an organization reports pursuant to § 18.2-340.30.
Beginning July 1, 1998, the audit and administration fee charged by the Commission shall not
exceed one and one-quarter percent of the gross receipts which an organization reports pursuant to §
18.2-340.30. The audit and administration fee shall accompany each annual report or each three-
month report if such report is required by the Commission pursuant to § 18.2-340.30.

The audit and administration fee shall be payable to the Commission. All such fees receivgd' by the
Commission shall be separately accounted for and shall be used only for the purposes of auditing and
regulating charitable gaming.

(1995, c. 837; 1997, cc. 777, 838.)

§ 18.2-340.32. Authority of local governments; proceeds exempt from local taxation.

A.

The governing body of any county, city or town may adopt an ordinance consistent with this article
and the regulations of the Commission which (i) prohibits the playing of instant bingo and (ii)
establishes reasonable hours during which bingo games may be played within such jurisdiction. If
the governing body of any town adopts an ordinance pursuant to the provisions of this section, such
town shall not be subject to any ordinance adopted by the county within which such town lies.

No governing body of any county, city or town may impose a gross receipts, entertainment,
admission or any other tax based on revenues of qualified organizations derived from the conduct of
charitable gaming,

(1995, c. 837; 1997, cc. 777, 838; 1998, c. 679.)

§ 18.2-340.33. Prohibited practices.

In addition to those other practices prohibited by this article, the following acts or practices are

prohibited:
No part of the gross receipts derived by a qualified organization may be used for any purpose other

than (i) reasonable and proper gaming expenses, (ii) reasonable and proper business expen.ses,_(iii?
those lawful religious, charitable, community or educational purposes for which the organization is
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specifically chartered or organized, and (iv) expenses relating to the acquisition, construction,
maintenance, or repair of any interest in the real property involved in the operation of the
organization and used for lawful religious, charitable, community or educational purposes. For the
purposes of clause (iv), such expenses may include the expenses of a corporation formed for the
purpose of serving as the real estate holding entity of a qualified organization, provided (a) such
holding entity is qualified as a tax exempt organization under § 501 (c) (3), (7) or (10) of the_lntemal
Revenue Code and (b) the membership of the qualified organization is identical to such holding
entity.

No qualified organization shall enter into a contract with, or otherwise employ for compensation any
person for the purpose of organizing, managing, or conducting any charitable games. However,
organizations composed of or for deaf or blind persons may use a part of their gross receipts for costs
associated with providing clerical assistance in the conduct of charitable gaming.

The provisions of this subdivision shall not prohibit the joint operation of bingo games held in
accordance with § 18.2-340.29.

No person shall pay or receive for use of any premises devoted, in whole or in part, to the conduct of
any charitable games, any consideration in excess of the current fair market rental value of such
property. Fair market rental value consideration shall not be based upon or determined by reference
to a percentage of the proceeds derived from the operation of any charitable games or to the number
of people in attendance at such charitable games.

No building or other premises shall be utilized in whole or in part for the purpose of conducting
bingo games more frequently than two calendar days in any one calendar week. However, no
building or other premises owned by (i) a qualified organization which is exempt from taxation
pursuant to § 501 (c) of the Internal Revenue Code or (ii) any county, city or town shall be utilized in
whole or in part for the purpose of conducting bingo games more frequently than four calendar days
in any one calendar week.

The provisions of this subdivision shall not apply to the playing of bingo games pursuant to a special
permit issued in accordance with § 18.2-340.27.

No person shall participate in the management, operation or conduct of any charitable- game uniess
such person is and, for a period of at least thirty days immediately preceding such participation, has
been a bona fide member of the organization.

The provisions of this subdivision shall not apply to (i) persons employed as clerical assistants by
qualified organizations composed of or for deaf or blind persons; (ii) employees of a corporate
sponsor of a qualified organization, provided such employees' participation is limited to the
management, operation or conduct of no more than one raffle per year; or (iii) the spouse or family
member of any such bona fide member of a qualified organization provided at least one bona fide
member is present.

No person shall receive any remuneration for participating in the management, operation or conduct
of any charitable game, except that:

a. Persons employed by organizations composed of or for deaf or blind persons may receive
remuneration not to exceed thirty dollars per event for providing clerical assistance in the
conduct of charitable games only for such organizations;

b. Persons under the age of nineteen who sell raffle tickets for a qualified organization to raise
funds for youth activities in which they participate may receive nonmonetary incentive awards
or prizes from the organization;
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10.

¢.  Remuneration may be paid to off-duty law-enforcement officers from the jurisdiction in which
such bingo games are played for providing uniformed security for such bingo games even if
such officer is a member of the sponsoring organization, provided the remuneration paid to
such member is in accordance with off-duty law-enforcement personnel work policies approved
by the local law-enforcement official and further provided that such member is not otherwise
engaged in the management, operation or conduct of the bingo games of that organization; and

d. A member of a qualified organization lawfully participating in the management, operation or
conduct of a bingo game may be provided food and nonalcoholic beverages by such organization
for on-premises consumption during the bingo game provided the food and beverages are
provided in accordance with Commission regulations.

No landlord shall, at bingo games conducted on the landlord's premises, (i) participate in the
conduct, management, or operation of any bingo games; (ii) sell, lease or otherwise provide for
consideration any bingo supplies, including, but not limited to, bingo cards, instant bingo cards, or
other game pieces; or (iii) require as a condition of the lease or by contract that a particular
manufacturer, distributor or supplier of bingo supplies or equipment be used by the organization. If
equipment or services are included by a landlord in any lease or contract, the lease or contract shall
itemize the amount attributable to the rent of the premises, equipment, and each service to be
provided by the landlord.

The provisions of this subdivision shall not apply to any qualified organization conducting bingo
games on its own behalf at premises owned by it.

No qualified organization shall enter into any contract with or otherwise employ or compensate any
member of the organization on account of the sale of bingo supplies or equipment.

No organization shall award any bingo prize money or any merchandise valued in excess of the
following amounts:

No bingo door prize shall exceed $25;

No regular bingo or special bingo game prize shall exceed $100;

No instant bingo prize for a single card shall exceed $500; and

No bingo jackpot of any nature whatsoever shall exceed $1,000, nor shall the total amount of
bingo jackpot prizes awarded in any one calendar day exceed $1,000.

o o

The provisions of this subdivision shall not apply to any bingo game in which all the gross receipts
from players for that game, up to $1,000, are paid as prize money back to the players, provided there
is no more than one such game per calendar day of play and the prize money from any such game
does not exceed $1,000, such games being commonly referred to as "winner-take-all" games.

No organization shall award any raffle prize valued at more than $100,000.

The provisions of this subdivision shall not apply to (i) a raffle conducted no more than once per
calendar year by a qualified organization qualified as a tax-exempt organization pursuant to § 501 (c)
(3) of the Internal Revenue Code for a prize consisting of a lot improved by a residential dwelling
where 100 percent of the moneys received from such a raffle, less deductions for the fair market
value for the cost of acquisition of the land and materials, are donated to lawful religious, charitable,
community, or educational organizations specifically chartered or organized under the laws ofthe
Commonwealth and qualified as a § 501 (c) (3) tax-exempt organization or (ii) pull tabs or seal cards
when played as permitted in § 18.2-340.26, which prize award for a single card shall not exceed
$500. '
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11.

12.

13.

14.

15.

No qualified organization composed of or for deaf or blind persons which employs a person not a
member to provide clerical assistance in the conduct of any charitable games shall conduct such
games unless it has in force fidelity insurance, as defined in § 38.2-120, written by an insurer
licensed to do business in the Commonwealth.

No person shall participate in the management, operation or conduct of any charitable game if,
within the preceding five years, he has been convicted of a felony or crime of moral turpitude. In
addition, no person shall participate in the management, operation or conduct of any charitable game
if that person, within the preceding five years, has participated in the management, operation, or
conduct of any charitable game which was found by the Commission or a court of competent
jurisdiction to have been operated in violation of state law, local ordinance or Commission
regulation.

Qualified organizations jointly conducting bingo games pursuant to § 18.2-340.29 shall not
circumvent any restrictions and prohibitions which would otherwise apply if a single organization
were conducting such games. These restrictions and prohibitions shall include, but not be limited to,
the frequency with which bingo games may be held, the value of merchandise or money awarded as
prizes, or any other practice prohibited under this section.

A qualified organization shall not purchase any charitable gaming supplies for use in this
Commonwealth from any person who is not currently registered with the Commission as a supplier
pursuant to § 18.2-340.34.

Unless otherwise permitted in this article, no part of an organization's charitable gaming gross
receipts shall be used for an organization's social or recreational activities.

(1995, c. 837; 1996, c. 919; 1997, cc. 777, 838; 1998, cc. 57, 398; 1999, c. 534.)

§ 18.2-340.34. Suppliers of charitable gaming supplies; registration; qualification; suspension,
revocation or refusal to renew certificate; maintenance, production, and release of records.

A.

No person shall offer to sell, sell or otherwise provide charitable gaming supplies to any qualified
organization unless and until such person has made application for and has been issued a registration
certificate by the Commission. An application for registration shall be made m forms prescribed by
the Commission and shall be accompanied by a fee in the amount of $500. Each registration certificate
shall remain valid for a period of one year from the date of issuance. Application for renewal of a
registration certificate shall be accompanied by a fee in the amount of $500 and shall be made on forms
prescribed by the Commission.

The Commission shall have authority to prescribe by regulation reasonable criteria consistent with the
provisions of this article for the registration of suppliers. The Commission may refuse to register any
supplier who has, or which has any officer, director, partner, or owner who has (i) been convicted of or
pleaded nolo contendere to a felony in any state or federal court or has been convicted of any offense
which, if committed in the Commonwealth, would be a felony; (ii) been convicted of or pleaded nolo
contendere to a crime involving gambling; (iii) had any license, permit, certificate or other authority
related to activities defined as charitable gaming in the Commonwealth suspended or revoked in the
Commonwealth or in any other jurisdiction; or (iv) failed to file or has been delinquent in excess of one
year in the filing of any tax returns or the payment of any taxes due the Commonwealth.

The Commission may suspend, revoke or refuse to renew the registration certificate of any supplier
for any conduct described in subsection B or for any violation of this article or regulation of the
Commission. Before taking any such action, the Commission shall give the supplier a written
statement of the grounds upon which it proposes to take such action and an opportunity to be heard.
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Every hearing in a contested case shall be conducted in accordance with the Administrative Process
Act (§ 9-6.14:1 et seq.).

D. Each supplier shall document each sale of charitable gaming supplies and other items incidental to
the conduct of charitable gaming, such as markers, wands or tape, to a qualified organization on an
invoice which clearly shows (i) the name and address of the qualified organization to which such
supplies or items were sold; (ii) the date of the sale; (iii) the name or form and serial number of each
deal of instant bingo cards and pull-tab raffle cards, the quantity of deals sold and the price per deal
paid by the qualified organization; (iv) the serial number of the top sheet in each packet of bingo
paper, the serial number for each series of uncollated bingo paper, and the cut, color and quantity of
bingo paper sold; and (v) any other information with respect to charitable gaming supplies or other
items incidental to the conduct of charitable gaming as the Commission may prescribe by regulation.
A legible copy of the invoice shall accompany the charitable gaming supplies when delivered to the
qualified organization.

E. Each supplier shall maintain a legible copy of each invoice required by subsection D for a period of
three years from the date of sale. Each supplier shall make such documents immediately available
for inspection and copying to any agent or employee of the Commission upon request made during
normal business hours. This subsection shall not limit the right of the Commission to require the
production of any other documents in the possession of the supplier which relate to its transac}ions
with qualified organizations. All documents and other information of a proprietary nature furnished
to the Commission in accordance with this subsection shall not be a matter of public record and shall
be exempt from disclosure under the provisions of the Freedom of Information Act (§ 2.1-340 et
seq.).

(1995, c. 837; 1996, c. 919; 1997, cc. 777, 838; 1999, c. 534.)
§ 18.2-340.35. Assistance from Department of State Police.

The Department of the State Police, upon request of the Commission, shall assist in the conduct of
investigations by the Commission.

(1995, c. 837.)
§ 18.2-340.36. Suspension of permit.

A. When any officer charged with the enforcement of the charitable gaming laws of the Commonwealth
has reasonable cause to believe that the conduct of charitable gaming is being conducted by an
organization in violation of this article or the regulations of the Commission, he may apply to any
Jjudge, magistrate, or other person having authority to issue criminal warrants for the immediate
suspension of the permit of the organization conducting the bingo game or raffle. If the judge,
magistrate, or person to whom such application is presented is satisfied that probable cause exists to
suspend the permit, he shall suspend the permit. Immediately upon such suspension, the officer shall
notify the organization in writing of such suspension.

B.  Written notice specifying the particular basis for the immediate suspension shall be provided by the
officer to the organization within one business day of the suspension and a hearing held thereon by
the Commission or its designated hearing officer within ten days of the suspension unless the
organization consents to a later date. No charitable gaming shall be conducted by the organization
until the suspension has been lifted by the Commission or a court of competent jurisdiction.

(1995, c. 837.)
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§ 18.2-340.37. Criminal penalties.

A.

B.

Any person who violates the provisions of this article or who willfully and knowingly files, or causes
to be filed, a false application, report or other document or who willfully and knowingly makes a
false statement, or causes a false statement to be made, on any application, report or other document
required to be filed with or made to the Commission shall be guilty of a Class 1 misdemeanor.

Each day in violation shall constitute a separate offense.

(1995, c. 837; 1996, c. 919.)

§ 18.2-340.38. Transitional provisions.

A

In order to implement the statewide regulation of charitable gaming expeditiously, rules a.nd
regulations shall be adopted by the Commission but shall not be subject to the Administrative
Process Act (§ 9-6.14:1 et seq.) during the first twenty-four-month period following the earliest
effective date of any portion of this article. Thereafter, all rules and regulations shall fully comply
with the provisions of the Administrative Process Act.

The Commission may issue temporary licenses upon conditions as it deems necessary, subject
however to all limitations set forth in this article, for a term which shall not extend beyond one year
after the latest effective date of any portion of this article.

(1995, c. 837; 1996, ¢. 919.)
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APPENDIX 3 - Charitable Gaming Rules and Regulations — Effective

January 1, 1998
Chapter 22

CHARITABLE GAMING RULES AND REGULATIONS
Effective Date: January 1, 1998
Part1
DEFINITIONS
11 VAC 15-22-10. Definitions. In addition to the definitions contained in § 18.2-340.16 of the Code of Virginia,
the words and tenms below, when used in this chapter, shall have the following meanings unless the context clearly

indicates otherwise:

“Address of record” means an address provided to the commission on a permit application or exempt notification
form or the most recent address on the commission’s files.

“Board of directors” means the board of directors, managing committee or other supervisory body of a qualified
organization.

“Building” means a structure enclosed by continuous exterior walls regardless of the configuration of the interior
walls.

“Bundled pull-tabs” means certain pull-tabs, commonly referred to as “jar tickets,” “guppies,” etc., which are
taped or stapled together and sold as one unit.

“Calendar day” means the period of 24 consecutive hours commencing at 12:01 a.m. and concluding at
midnight.

“Calendar week” means the period of seven consecutive calendar days commencing at 12:01 a.m. on Sunday and
ending at midnight the following Saturday.

“Cash” means United States currency or coinage.

“CGC number” means a unique identification number issued by the commission.

“Commission” means the Virginia Charitable Gaming Commission.

“Concealed face bingo card” means a non-reusable bingo card constructed to conceal the card face. This type of
card is commonly referred to under trade names such as “Tear-open,” “Bonanza Bingo,” “Bullseye” and “Fortune

Cards.”

“Daubing” means covering a square containing a number called with indelible ink or otherwise concealing the
number on a card or an electronic facsimile of a card.

“Deal” means each separate package or series of packages consisting of one game of instant bingo, pull-tab raffie or
seal cards with the same serial number.

“Designator” means an object used in the number selection process, such as a ping pong ball, upon which bingo
letters and numbers are imprinted.

“Discount” means any reduction in cost of admission or game packs via use of coupons, free packs or other similar
methods.
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“Disinterested player” means a player who is unbiased.
“Disposable paper card” means a nonreusable, paper bingo card manufactured with pre-printed numbers.

“Door prize” means any prize awarded by the random drawing or random selection of a name or number taken
from any entry or admission ticket.

“Electronic bingo device” means an electronic device which displays facsimiles of bingo cards and allows a player to
daub such cards.

“Electronic verification” means the verification of bingo by entering the free space number of the winning bingo
card into computer equipment which contains pre-programmed software for this purpose.

“Equipment and video systems” includes equipment which facilitates the conduct of charitable gamir!g
such as ball blowers, flashboards, TV monitors, cameras, smoke eaters, P.A. systems, tables and chairs, electronic
verifiers and replacement parts for such equipment.

“Fiscal year” or “annual reporting period” means the twelve month period beginning October 1st of any given
year and ending September 30th of the following year.

“501(c) organization” means any organization that is tax exempt under 26 USC § 501(c) (3), (4), (8), (10) or
(19).

“Flare” means a piece of paper, cardboard or similar material which bears printed information relating to the name
of the manufacturer or logo, name of the game, card count, cost per play, the number of prizes to be awarded and the
specific prize amounts in a deal of instant bingo, pull-tab or seal cards.

“Free space number,” “perm number,” “center number,” “card nimber” or “face number” means the number
generally printed in the center space of a bingo card that identifies the unique pattemn of numbers printed on that card.

“Game program” means a written list of all games to be played and prize amounts to be paid during a session for
€each game, where prize amounts are fixed or are based on attendance.

“Immediate family” means one’s spouse, mother, father, son, daughter, brother, sister, grandchild, grandparent,
mother-in-law, father-in-law or stepchild.

“Interested parties” means the president, an officer or bingo manager of any qualified organization which is exempt
or is a permit applicant or holds a permit or exempt authorization to conduct charitable gaming or the owner, director,
officer or partner of an entity engaged in supplying charitable gaming supplies to organizations.

“Management” means the provision of oversight and supervision.

“Manufacturer” means a person who assembles from raw materials or subparts a completed piece of bingo or other
charitable gaming equipment or supplies. “Manufacturer” also means a person who modifies, converts, adds or removes
parts to or from bingo or other charitable gaming equipment or supplies to further their promotion or sale for the conduct
of charitable gaming.

“Qperating costs” means charitable gaming fund disbursements for reasonable and proper expenses incurred ip the
conduct of charitable gaming including, but not limited to, costs of publicizing the time, date and location of charitable
gaming; utilities; rent; prizes; professional fees; audit and administration or permit fees; and gaming supplies.

“Operation” or “conduct” means the authority for check writing, approval of expenses of charitable gaming funds,
purchase of charitable gaming supplies, negotiation of contracts or leases, or services as a volunteer worker or assistant.

“Owner” means any individual with financial interest of 10% or more in a supplier.
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“Packet” means sheets of bingo paper assembled in the order of games to be played. This may or may not
include specials, winner-take-alls and jackpots.

“Person” means an individual, corporation, partnership, association, governmental body, municipal corporation or
other legal entity.

“Prize” means cash, merchandise, certificate or other item of value awarded to a winning player.

“Progressive seal card game” means a seal card game in which a prize is carried forward to the next deal if not won
when a deal is completed.

“Pull-tabs” means individually prepackaged cards made completely of paper or paper products with winners being
determined by the appearance of preprinted concealed letters, numbers or symbols that must be exposed by the player
to determine wins and losses.

“Random selection” or “randomly selected” means a process of selecting number designators to produce random
numbers during a bingo game in which each designator or number in the remaining population has an equal chance or
probability of being selected.

“Remuneration” means payment in cash or the provision of anything of value for goods provided or services
rendered.

“Seal card” means a board or placard used in conjunction with a deal of the same serial number which contains
one or more concealed areas that, when removed or opened, reveal a predesignated winning number, letter or symbol
located on that board or placard.

“Selection device” means a device that is operated manually or mechanically to randomly select bingo numbers.

“Serial number” means a unique number printed by the manufacturer on each bingo card in a set or each instant
bingo or pull-tab card in a deal.

. “Series number” means the number of unique card faces contained in a set of disposable bingo paper cards or
bingo hard cards. A 9000 series, for example, has 9000 unique faces.

“Session” means a period of time during which one or more bingo games are conducted by a single qualified
organization, or when approval for joint operation Is obtained, by two or more qualified organizations that begins with
the selection of the first ball for the first game and ends with the selection of the last ball for the last game.

“Set” means the bingo cards contained within each series number.

“Special permit” means a permit granted to a qualified organization to allow the organization to conduct more
frequent operation of bingo games during camivals, fairs or other similar public amusement events of limited duration.

“Use of proceeds” means the use of funds derived by an organization from its charitable gaming activities which are
disbursed for those lawful religious, charitable, community or educational purposes. This includes expenses relating to the
acquisition, construction, maintenance, or repair of any interest in the real property involved in the operation of the
organization and used for lawful religious, charitable, community or educational purposes.

Part I
PERMITS, EXEMPT NOTIFICATIONS,
REGISTRATION CERTIFICATES
11 VAC 15-22-20. Eligibility for permit; when valid; permit requirements.

A. The conduct of charitable gaming is a privilege which may be granted or denied by the commission. Except as
provided in § 18.2-340.23 of the Code of Virginia, every eligible organization and volunteer fire department and
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rescue squad with anticipated gross gaming receipts of $25,000 or more annually shall obpin a perr'nit or exempt
authorization number from the commission prior to the commencement of authorized charitable gaming activities.

Upon the organization’s request and pursuant to § 18.2-340.24 (B) of the Code of Virginia, the commission shall
review a tax exempt request submitted to the IRS for a tax exempt status determination. A non-refundable fee of
$250 shall be charged for this review.

A permit or exempt authorization shall be valid only for activities, locations, days, dates and times as listed on the
permit or exempt authorization.

In accordance with § 18.2-340.19 (1) of the Code of Virginia, as a condition of receiving a permit or exempt
authorization, the following minimum percentage of charitable gaming gross receipts shall be used for (i) those lawful
religious, charitable, community or educational purposes for which the organization is specifically chartered or
organized or (i) those expenses relating to the acquisition, construction, maintenance or repair of any interest ip real
property invoived in the operation of the organization and used for lawful refigious, charitable, community or
educational purposes:

For the fiscal year beginning October 1, 1997:

For organizations with annual gross receipts less than $ 150,000 4%
For organizations with annual gross receipts between $ 150,000 and $500,000 6%
For organizations with annual gross receipts over $500,000 9%

For the fiscal year beginning October 1, 1998, and later fiscal years:

For organizations with annual gross receipts less than $ 150,000 5%

For organizations with annual gross receipts between $ 150,000 and $500,000 10%

For organizations with annual gross receipts over $500,000 12%
Unless an organization has derived no gross receipts in the prior fiscal year, the gross receipts of the most recently
completed fiscal year shall be used to determine the applicable percentage for the use of proceeds requirement.
An organization with no prior charitable gaming activity shall be subject to a 5.0% minimum use of proceeds

requirement.

If an organization fails to meet its minimum use of proceeds requirement, its permit shall be suspended or revoked
based on the deficiency in use of proceeds of according to the following schedule:

Deficiency First Failure Second Failure
Less than 2.0% 10 days 20 days
2.0-5.0% 20 days 40 days
Over 5.0% 30 days 60 days

If an organization fails to meet the minimum use of proceeds requirement three times, its permit shall be revoked.
Notwithstanding the provisions of subsection E of this section, if an organization is within less man_one percentage
point of the minimum use of proceeds requirement for a given fiscal year, it may request a one-ume' approvgl to
make up the deficiency (in dollars) in the following fiscal year. If such approval is granted, the deficiency will be
added to the percentage requirement for the following year and the permit shall not be suspended.

Failure to meet the required percentage in the year following such approval shall result in a 30 day suspension.
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An organization whose permit is revoked for failure to comply with provisions set forth in subsection D of this
section shall be eligible to reapply for a permit at the end of one year from the date of revocation. The
Commission, at its discretion, may issue the permit if it is satisfied that the organization has made substantial
changes to its management, operations or both.

11 VAC 15-22-30. Permit application and exempt notification process.

A.

Organizations anticipating gross gaming receipts of $25,000 or more (except volunteer fire departments and
rescue squads) shall complete a commission-prescribed application to request issuance or renewal of an annual
permit to conduct charitable gaming. The application shall be accompanied by a non-refundable fee payable to the
Treasurer of Virginia in the amount of $200.

The commission may also issue permits for periods of less than one year. Fees for such permits shall be
prorated and rounded off to the nearest $50 per quarter.

Volunteer fire departments and rescue squads anticipating gross receipts of $25,000 or more shall file a
commission-prescribed exempt notification form to request an authorization to conduct charitable gaming.

The commission may initiate action against any organization exempt from permit requirements when it reasonably
believes the organization is not in compliance with the provisions of charitable gaming laws or applicable regulations
of the commission or both. The commission may decline to issue an exempt notification number to volunteer fire
departments and rescue squads failing to meet the requirements of § 18.2-340.23 of the Code of Virginia.

Permit holders requiring a Special Permit shall convey their request in the form of a letter to the commission.
There shall be 2 $50 fee for special permits.

Permits and exempt authorizations shall be valid for a period of one year from the date of issuance or for the
period specified on the permit or authorization.

Permits shall be granted only after a background investigation of an organization or interested parties, or both, to
ensure public safety and welfare as required by § 18.2-340.25 of the Code of Virginia. Investigations shall consider
the nature, the age and severity and the potential harm to public safety and welfare of any criminal offense(s). The
investigation may include, but shall not be limited to, the following:

1. A search of Virginia criminal history records for all officers of the organization and members who serve as
game managers. Information and authorization to conduct these records checks shall be provided in the
permit application. Applications may be denied if any game manager or officer has been convicted within 10
years preceding the date of application for any:

a.  Felony involving fraud, theft or financial crimes; or
b. - Misdemeanor crimes involving moral turpitude.

In addition, any felony conviction involving fraud, theft or financial crimes, regardless of age, may result in
denial of application.

2. Aninquiry as to whether the organization has been investigated or examined by the Intemal Revenue Service
in connection with charitable gaming activities during the previous three years;

3. An inquiry as to whether the organization has entered into any contract with, or has otherwise employed for
compensation, any persons for the purpose of organizing or managing, operating or conducting any charitable
gaming activity;

4.  Inquiries into the finances and activities of an organization and the sources and uses of funds; and

5. Inquiries into the level of community or financial support to the organization and the level of community
involvement in the membership and management of the organization.
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The permit application shall include:
1. A list of members participating in the conduct of charitable gaming;

2. A copy of the Articles of Incorporation, By-Laws, Charter, Constitution or other appropriate organizing
document;

3. A copy of the determination letter issued by the IRS under Section 501(c) of the Intemal Revenue Codfe, .if
appropriate, or a letter from the national office of an organization indicating the applicant organization is in
good standing and is currently covered by a group exemption ruling;

4. A copy of the organization’s most recent annual financial statement and balance sheet;

5. A copy of the written lease or proposed written lease agreement and all other agreements if the organization
rents or intends to rent a facility where bingo is or will be conducted. Information on the lease shall include
name, address, phone number of the landlord, square footage and maximum occupancy of the building, and
the rental amount by each category of equipment or property rented; and

6. An authorization by an officer or other appropriate official of an organization to permit the commission to
determine whether the organization has been investigated or examined by the Internal Revenue Service in
connection with charitable gaming activities during the previous three years.

Copies of minutes of meetings of an organization and any contracts with landlords or suppliers to which the
organization is, or may be a party, may be requested by the commission prior to rendering a permitting decision.

Copies of amendments to an organization’s Articles of Incorporation, By-Laws, Charter, Constitution or other
organizing document, as they occur, shall be submitted to the commission.

Organizations applying to renew a permit previously issued by the commission shall submit Articles of Incorporation,
By-Laws, Charter, Constitution or other organizing document and IRS determination letter only if there are any
amendments or changes to these documents. The most recent financial statements, information on officers and an IRS
tax waiver form shall also be filed with a renewal application.

Organizations may request permits to conduct joint bingo games as provided in § 18.2-340.29 of the Code of
Virginia and special permits as provided in § 18.2-340.27 of the.Code of Virginia:

1. In the case of a joint game between a volunteer fire department or rescue squad and an organization not
exempt from permit requirements, both shall file the exempt notification form and permit application
respectively. Benefits extended by regulation or the Code of Virginia to a volunteer fire department or
rescue squad shall not extend to a non-exempt organization solely due to operation of a joint game.

2. The non-refundable permit fee for joint games shall be a total of $200.

3. A single pemit shall be issued in the names of both organizations conducting a joint game. All restrictions
and prohibitions applying to single organizations shall apply to qualified organizations jointly conducting bingo
games pursuant to § 18.2-340.29 of the Code of Virginia.

4.  No charitable gaming shall be conducted prior to the issuance of a joint permit or joint exemption humber.

5.  Applications for joint games shall include an explanation of the division of manpower, costs and proceeds for
the joint game.

An organization wishing to permanently change dates, times or locations of its charitable gaming shall request a
change in the permit.
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No more than six temporary changes in dates or times due to inclement weather, special events or holidays may be
made in a permit year without a permanent change in the permit.

Change requests shall be made in writing at least 30 days in advance of the proposed effective date.

A non-refundable fee of $50, payable to the Treasurer of Virginia, shall be submitted with a request for a permanent
permit change. The fee shall not be charged for temporary changes as described in subsection M or to changes in
permits due to an addition or removal of a charitable gaming activity.

An organization located in the Northern Virginia Planning District may sell raffle tickets for a drawing to be held in
another state in the United States provided:

1. The raffle is conducted by the organization in conjunction with a meeting outside the Commonwealth of
Virginia or with another organization whlch is licensed to conduct raffles outside the Commonwealth of
Virginia;

2. The raffle is conducted in accordance with the laws of the state where the drawing is to be held; and

3. The portion of the proceeds derived from the sale of raffle tickets in the Commonwealth is reported to the
commission.

Part Il

CONDUCT OF GAMES, RULES OF PLAY,
ELECTRONIC BINGO

11 VAC 15-22-40. Conduct of bingo, instant bingo and raffles.

A.

B'

Organizations subject to this chapter shall post their permit or exempt authorization at all times on the premises
where charitable gaming is conducted.

No individual shall provide any mformation or engage in any conduct that alters or is intended to alter the outcome
of any charitable game.

Individuals under 18 years of age may play bingo provided such persons are accompanied by a parent or legal
guardian. It shall be the responsibility of the organization to ensure that such individuals are eligible to play. An
organization’s house rules may limit the play of bingo by minors.

Individuals under the age of eighteen may sell raffle tickets for a qualified organization raising funds for activities in
which they are active participants.

No individual under the age of 11 may participate in the management, operation or conduct of bingo games.
Individuals 11 through 17 years of age may participate in the conduct or operation of a bingo game provided the
organization permitted for charitable gaming obtains and keeps on file written parental consent from the parent or
legal guardian and verifies the date of birth of such youth. An organization’s house rules may limit the involvement
of minors in the operation or conduct of bingo games.

Family members and surviving spouses of deceased bona fide members may participate as volunteer game workers.

All volunteer workers, including non-member spouses, shall have in their possession a picture identification, such as
a driver’s license, while participating in the management, operation or conduct of a bingo game.

There shall be a game manager or person in charge present any time a bingo game is conducted.

Organizations shall ensure that all charitable gaming equipment is in working order before charitable gaming
activities commence. : |
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Any organization selling instant bingo, pull-tab raffles or seal cards shall:

1. Maintain a supplier’s invoice or a legible copy thereof at the location where the gaming is taking place and
cards are sold. The original invoice or legible copy shall be stored in the same storage space as the supply of
pull-tab, instant bingo or seal cards; and

2. Pay for instant bingo, pull-tab or seal card supplies only by a check drawn on the charitable gaming account of
the organization.

A volunteer working a bingo session may receive complimentary food and non-alcoholic beverages for
consumption on premises, provided the retail value of such food and beverages does not exceed $8.00 for each
session.

Individuals employed by an organization to work in the private social quarters open only to members and guests may
sell seal cards or pull-tab cards provided they are members who are not directly compensated for the sale of these
products.

Individuals who are not members of an organization or are members who do not participate in any charitable
gaming activities may be paid reasonable fees for preparation of financial reports.

Except for individuals identified in subsections K and M above and individuals 2llowed by law to be compensated
for providing assistance to organizations for the deaf and blind, no free packs, free electronic bingo devices,
discounts or remuneration in any other form shall be provided directly or indirecty to volunteers, members of their
family or individuals residing in their household. The reduction of tuition, dues or any fees or payments due as a
result of a member or shareholder, or anyone in their household, working bingo games or raffles is prohibited.

Individuals providing security for an organization’s charitable gaming activity shall not participate in the charitable
gaming activity as a player and shall not be compensated with charitable gaming supplies or with rentals of
electronic bingo devices.

No organization shall award any prize money or any merchandise valued in excess of the following amounts:

1. No bingo door prize shall exceed $25.

2.  No regular bingo or special bingo game prize shall exceed $100.

3. No instant bingo prize for a single card shall exceed $500. -

4. No bingo jackpot of any nature whatsoever shall exceed $1,000 nor shall the total amount of bingo jackpot
prizes awarded in any one calendar day exceed $1,000.

5. No pull-tab card shall have a prize exceeding $500.

The provisions of this subsection shall not apply to any bingo game in which all the gross receipts from players for
that game up to $1,000 are paid as prize money back to the players, provided there is no more than one such
game per calendar day of play and the prize money from any such game does not exceed $1,000, such games
being commonly referred to as “winner-take-ali” games.

Muiltiple bingo sessions shall be permitted in a single premises as long as the sessions are distinct from one another
and are not used to advertise or do not result in the awarding of more in prizes than is permitted for a single
qualified organization. All leases for organizations to conduct charitable gaming in a single premises shall be for
sessions separated by an interval of at least one hour during which no sales shall take place.

Separate sessions at the same location shall require separate admission fees.
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All bingo and instant bingo sales must occur within the time specified on the charitable gaming permit. In additi'on,
instant bingo sales may occur as provided in subsection T below provided no such sales take place in the required
one hour break between sessions.

Instant bingo cards shall only be sold in conjunction with a regular bingo session. No instant bingo sales shall take
place more than two hours before or after a session. If multiple sessions are held at the same location, no sales shall
be conducted during the required one hour break between sessions. The commission may take action if it believes
that a regular bingo session is not legitimate or is being conducted in a manner such that instant bingo cards are not
being sold in conjunction with a normal, regular bingo session.

Only bona fide volunteers df qualified organizations may rent, exchange or otherwise provide electronic bingo
devices to players.

A qualified organization shall conduct only bingo games listed on a game program for that session. The program
shall list alt games and prize amounts. If the prize amounts are determined by attendance or at the end of a game,
the game program shall list the attendance required for the prize amount or disclose that prizes shall be determined
at the end of a game.

A qualified drganization selling instant bingo or pull-tab cards shall post a flare provided by the manufacturer at the
location where such cards are sold.

Only qualified organizations shall advertise a bingo game. Providing players with information about. bingo gam.es

through printed advertising is permitted, provided the name of the qualified organization shall be in a t)"pe size

equal to or larger than the name of the premises, hall or the word “bingo”. Printed advertisements shall identify
the use of proceeds percentage reported in the past quarter or fiscal year.

Raffles which award prizes based on a percentage of gross receipts shall use prenumbered tickets.

The following rules shall apply to pull-tab dispensing devices:

1. A dispenser shall only be used at a location owned or leased by a qualified organization which holds a Permit
to conduct charitable gaming at that location. Only cards purchased by an organization to be used during the
organization’s charitable gaming activity shall be in the dispenser.

2. Keys to the dispensing area and coin/cash box shall be in the possession and control of the game manager. or
designee of the organization’s board of directors at all imes. Keys shall at all times be available at the location
where the dispensing device is being used.

3. The game manager or designee shall provide keys to a commission representative for inspection upon request.

4.  Only a volunteer game worker of an organization may stock the device, remove cash or pay winners’ prizes.

11 VAC 15-22-50. Rules of play.

A.

An organization may adopt “House Rules” regarding conduct of the game, provided such rules are consistent with
the provisions of the law and these regulations. “House Rules” shall be conspicuously posted or, at an
organization’s option, printed on the game program.

All players shall be physically present at the location where the balls for a bingo game are drawn to play the game
or to claim a prize. Seal card prizes that can only be determined after a seal is removed or opened must be
claimed within 30 days of the close of a deal. All other prizes must be claimed on the game date.

The foliowing rules of play shall govern the sale of instant bingo and pull-tab cards:

1. Cards shall not be sold to the public from the originall packing box or container. Cards from the original

packing box or container shall be mixed thoroughly before being sold by volunteers, dispensing machines or
from other containers.
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E.

No cards which have been marked, defaced, altered, tampered with or otherwise constructed in a manner
which tends to deceive the public or affect the chances of winning or losing shall be placed into play.

Winning cards shall have the winning symbol or number defaced or punched immediately after redemption
by the organization’s authorized representative.

An organization may commingle unsold cards with no more than one additional deal. The practice of
commingling deals shall be disclosed to the public via house rules or in a similar manner. -

If a deal is not played to completion and unsold cards remain, the remaining cards shall be sold on the next
date the same type of ticket is scheduled to be sold. If no future date is anticipated, the organization shall,
after making diligent efforts to sell the entire deal, consider the deal closed or completed. The unsold cards
shall be retained in accordance with 11 VAC 15-22-70.

All seal card games purchased shall contain the sign-up sheet, seals and the cards packaged together in each deal.

Progressive seal card prizes not claimed within 30 days shall be carried forward to the next progressive game
in progress and paid to the next progressive game prize winner.

Volunteers may play bingo at any session they have worked provided such individuals do not return to working a
game after having played. Volunteers may not purchase directly or through others instant bingo, pull-tab or seal
card products from organizations they assist on the day they have volunteered or from any deal they have helped
sell, whichever is later.

Electronic Bingo

Electronic bingo devices may be used by bingo players in the following manner:

a.  Players must input into the device each number called.

b.  Players must notify the game operator or caller of a winning pattern of bingo by a means other than use
of the electronic device.

¢.  Players are limited to playing a maximum of 72 (seventy-two) cardfaces per game on each device.

d. Electronic bingo devices shall not be reserved for players. Each player shall have an equal opportunity
to use the available devices on a first come, first served basis.

e.  Each player using an electronic bingo device shall possess a printed representation of all faces played or
to be played by the device or a receipt with the organization name, date, time, number of cards played
and device identification number. Images of cards or faces stored in an electronic device must be exact
duplicates of the printed faces if faces are printed.

f.  Commission’s representative(s) may examine and inspect any electronic bingo device and related system.
Such examination and inspection shall include immediate access to the device and unlimited inspection of
all parts and associated systems and may involve the removal of equipment from the game premises for
further testing.

g. Al electronic bingo devices must be programmed or enabled for play on the premises where the game
will be played.

h. Al electronic bingo devices shall be rented or otherwise provided to a player only by an organization
and no part of the proceeds of the rental of such devices shall be paid to a landiord, his employee,
agent or member of his immediate family.

i.  If a player’s call of a bingo is disputed by another player or if a commission representative makes a request,
one or more cards stored on an electronic bingo device shall be printed by the organization.

Players may exchange a defective electronic bingo device for another device provided a disinterested player

verifies that the device is not functioning. A disinterested player shall also verify that no numbers called for
the game in progress have been keyed into the replacement device prior to the exchange.
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F.  The following rules of play shall govern the conduct of raffles:

1.

Before a prize drawing, each stub or other detachable section of each ticket sold shall be placed 'm.to a
receptacle from which the winning tickets shall be drawn. The receptacle shall be designed so that each ticket
placed in it has an equal chance to be drawn.

All prizes shall be valued at fair market value.
Part IV

BANK ACCOUNTS, RECORDKEEPING,
FINANCIAL REPORTING, AUDITS, FEES

11 VAC 15-22-60. Bank accounts.

A. Qualified organizations shall maintain a separate bank account for charitable gaming receipts.

B.  Disbursements for expenses other than prizes and reimbursement of meal expenses shall be made by check direc.ﬂy
" from a charitable gaming account or by check from a general fund account of the organization if charitable gaming
funds are transferred to such an account.

C.  Monthly bank statements and reconciliations shall be maintained for three years following the close of a fiscal year
(September 30th).

D. Al receipts from each session of bingo games and instant bingo shall be deposited by the second business day
following the session at which they were received.

E.  Pull-tab and raffle proceeds shall be deposited at least once every calendar week.

11 VAC 15-22-70. Recordkeeping.

A. In addition to the records required by-§ 18.2-340.30 (D) of the Code of Virginia, qualified organizations
conducting bingo shall maintain a system of records that documents and identifies:

1.

2,

Charitable gaming supplies purchased;

Charitable gaming supplies used;

Discounts provided;

Daily bingo reconciliation and instant bingo reconciliation;

Number of electronic bingo devices rented, unique serial numbers of such devices, number of faces sold by
each unit and a summary report for each session to include date, time, location and detailed information on
income and expenses;

Unused charitable gaming supplies that were destroyed. Destruction must be witnessed by two officers of the
organization who shall sign and date the itemized list if the retail face value of supplies destroyed exceeds
$1,000 in a fiscal year;

All operating expenses including rent, advertising and security. Copies of invoices for all such expenses shall
be maintained;

Expected and actual receipts from games played on hard cards and number of games played on hard cards;
and . .
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9. Each winner for all seal cards, pull-tabs and instant bingo prizes of $250 and over.

Qualified organizations conducting raffles shall have a recordkeeping system to account for cash .receipts, cash
disbursements and raffle tickets purchased or sold and prizes awarded. All records shail be maintained for three
years from the close of the fiscal year. The recordkeeping system shall include:

1. Invoices for the purchase of pull-tab raffle cards which shall reflect the following information:
Name and address of supplier;

Name of purchaser;

Date of purchase;

Invoice price for each deal;

Form number and name of card;

Serial numbers;

Quantity purchased; and

Sales price of cards.

mme N T

2. A record of cash receipts from raffle ticket sales (other than pull-tabs) by tracking the total numb'e.r (_)f tickets
available for sale, the number issued to sellers, the number returned, the number sold and reconciliation of all
raffle sales to receipts;

3. Serial numbers of door prize tickets for raffle sales initiated and concluded at a bingo game or sequentially
numbered tickets which shall state the name, address and telephone number of the organization, the prize or
prizes to be awarded, the date of the prize drawing or selection, the selling price of the raffe ticket and the
charitable gaming permit or exempt authorization number;

4. Receipts for all raffle prizes valued at $500 or more on which prize winners must provide printed name,
residence address and the amount and description of the prize received; and

5. Deposit records of the required weekly deposits of pull-tab raffle receipts.

Al raffle tickets (except for pull-tab raffles) shall state the name and address of the organization, the prize or prizes
to be awarded, the date of the prize drawing, the selling price of the ticket and the charitable gaming permit or
exemption number. All such tickets shall be sequentially numbered. Winning tickets for prizes of $500 and over
and unsold tickets shall be maintained for three years from the close of the fiscal year.

Organizations shall maintain a complete set of records for each deal of pull-tab cards sold and a reconciliation of
cash to determine gross receipts and prizes paid. The reconciliation must be performed at the close of each deal
unless all pull-tabs are sold for the same price. In this event, a reconciliation shall be performed at least once every
week.

Each organization shall prepare and maintain the following records for each session:

1. A session reconciliation form and an instant bingo reconciliation form completed and signed within 48 hours
of the end of the session by the bingo manager;

2. An admissions control system that provides a cross-check on the number of players in attendance and
admission sales. This may include a ticket control system, cash register or any similar system;

3. A reconciliation to account for cash received from floor workers for the sale of extra bingo sheets for any
game; and )

4. A record of all discounts exceeding two dollars per person given to customers may be required from
organizations whose discounts for the previous fiscal year exceeded 1% of that fiscal year’s gross receipts.

Organizations may value winner-take-all sheets soid in game packs at a different price from the sale price of such
sheets on the fioor provided players are notified as to the value attached to sheets in the packs via the house rules.
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11 VAC 15-22-80. Financial reporting, penalties, inspections and audits.

A

Each charitable gaming permit holder shall file an annual report of receipts and disbursements by December 15 of
each year on a form prescribed by the commission. The annual report shall cover the activity for the fiscal year.
Volunteer fire departments and rescue squads shall file a commission-prescribed resolution of their board of
directors by December 15 each year, in lieu of the financial report.

The annual report shall be accompanied by the audit and administration fee as established by the commission for
the fiscal year unless the fee has been remitted with quarterly reports.

An organization desiring an extension to file annual reporis for good cause shall pay the projected audit and
administration fee by December 15 and request the extension in writing.

Qualified organizations realizing gross receipts in excess of $50,000 in any calendar quarter shall file, in addition to
its annual report, a quarterly report of receipts and disbursements on a form prescribed by the commission as
follows:

Quarter Ending Date Due
December 31 March 1
March 31 June 1

June 30 September 1
September 30 December 1

Quarterly reports shall be accompanied by the appropriate audit and administration fee. An annual financial
report may not substitute for a quarterly report.

Organizations failing to file required reports, request an extension or make fee payments when due shall be charged
a penalty of $25 per day from the due date up to a maximum of $750.

Any other qualified organization in possession of funds derived from charitable gaming (including those who have
ceased operations) as of September 30 of any year, regardiess of when such funds may have been received or
whether it has a valid permit from the commission shall file an annual financial report on or before December 15 of
each year until such funds are depleted. If an organization ceases the conduct of charitable gaming, it shall provide
the commission with the name of an individual who shall be responsible for filing financial reports. If no such
information is provided, the president of an organization shall be responsible for filing reports until all charitable
gaming proceeds are depleted.

If an organization has been identified through inspection, audit or other means as having deficiencies in complying
with statutory or regulatory requirements or having ineffective internal controls, the commission may impose
restrictions or additional record keeping and financial reporting requirements.

The commission, at its option, may impose a penalty on any organization which fails to comply with provisions of
the law or these regulations.

Any records deemed necessary to complete an inspection, audit or investigation may be removed by the
commission, its employees or agents from the premises of an organization or any location where charitable gaming
is conducted. The commission shall provide a written receipt of such records at the time of removal.

1T VAC 15-22-90. Use of proceeds.

A. Al payments by an organization intended as use of proceeds must be made by check written from the

organization’s charitable gaming account or the organization’s general fund account; and
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Use of proceeds payments may be made for scholarship funds or the future acquisition, construction, remodeling
or improvement of real property or the acquisition of other equipment or vehicles to be used for religious,
charitable, educational or community purposes. In addition, an organization may obtain commission approval to
establish a special fund account or an irrevocable trust fund for special circumstances. Transfers to such an accoun_t
or an irrevocable trust fund may be included as a use of proceeds if the commission-approved payment is
authorized by an organization’s board of directors.

No payments made to such a special fund account shall be withdrawn for other than the specified purpose unless
prior notification is made to the commission.

Expenditures of charitable gaming funds for social or recreational activities or for events, activities or programs
which are open primarily to an organization’s members and their families shall not qualify as use of proceeds unless
substantial benefit to the community is demonstrated.

Payments made to or on behalf of indigent or sick or deceased members or their immediate families shall be
allowed as use of proceeds up to 1.0% of an organization’s prior year gross receipts provided they are approved
by the board of directors and the need is documented. Organizations may obtain prior commission approval to
exceed the 1.0% limit in special cases.

Payments made directly for the benefit of an individual member, member of his family or person residing in his
household shall not be allowed as a use of proceeds unless authorized by law or elsewhere in this chapter.

Use of proceeds payments by an organization shall not be made for any activity which is not permitted by fefieral,
state or local laws or for any activity which attempts to influence or finance directly or indirectly political parties or
committees or the election or re-election of any person who is or has been a candidate for public office.

Organizations shall provide details of use of proceeds with the annual financial report.

The commission or its employees may disallow a use of proceeds payment to be counted against the minimum
percentage referred to in 11 VAC 15-22-20 (D).

If any payment claimed as use of proceeds is subsequenty disallowed, an organization may be allowed additional
time as specified by the commission to meet minimum use of proceeds requirements.

PartV

RENT

11 VAC 15-22-100. Requirements regarding renting premises, agreements and lfandlord participation.

A.

No organization shall rent or use any leased premises to conduct charitable gaming unless all terms for rental or use
are set forth in a written agreement and signed by the parties thereto prior to the issuance of a permit to conduct
charitable gaming.

Organizations shall not make payments to a landlord except by check drawn on the organization’s general fund or
charitable gaming account.

No landiord, his agent or employee, member of his immediate family or person residing in his household shall
make directly or indirectly a foan to any officer, director, game manager or entity involved in the management,
operation or conduct of charitable gaming of an organization in Virginia which leases its charitable gaming facility
from the landiord.

No landlord, his agent or employee, a member of his immediate family or person residing in his household shall
make any direct or indirect payment to any officer, director, game manager or entity involved in the management,
operation or conduct of charitable gaming conducted at a facility rented from the landlord in Virginia unless the
payment is authorized by the lease agreement and is in accordance with the law.
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No landlord, his agent or employee, person residing in the same household or member of his immediate family

shall, at charitable games conducted on the landlord’s premises:

1.
2,

Participate in the management, operation or conduct of any charitable games;
Sell, lease or otherwise provide any bingo supplies including, but not limited to, bingo cards, pull-tab cards,
markers or other game pieces; or

Require as a condition of the lease or contract that a particular manufacturer, distributor or supplier of bingo
supplies be used by the organization.

“Bingo supplies” as used in these regulations shall not include glue and tape sold from concession stands or
from a location physically separated from the location where bingo supplies are normally soid.

F.  If equipment or services are included by a landlord in any lease or contract, the lease or contract shall itemize the
amount attributable to the rent of the premises, equipment and each service to be provided by the landlord.

G. No member of an organization involved in the management, operation or conduct of charitable' gaming shall
provide any services to a landlord or be remunerated in any manner by the landlord of the facility where an
organization is conducting its charitable gaming.

Part VI

FACT FINDING CONFERENCES AND HEARINGS

11 VAC 15-22-110. Procedural rules for the conduct of fact finding conferences and hearings.

A. Fact finding conference; notification, appearance, conduct.

1.

Unless automatic revocation or immediate suspension is required by law, no authorization or pemmit to
conduct charitable gaming shall be denied, suspended or revoked except upon notice stating the proposed
basis for such action and the time and place for a fact finding conference, as set forth in § 9-6.14:11 of the
Administrative Process Act. :

If a basis exists for a refusal to renew a suspension or a revocation of a permit or authorization, the
commission shall notify, by certified mail or by hand delivery, the interested parties at the address of record
maintained by the commission.

Notification shall include the basis for the proposed action and afford interested parties the opportunity to
present written and oral information to the commission which may have a bearing on the proposed action at
a fact finding conference. If there is no withdrawal, a fact finding conference shall be scheduled at the earliest
mutually agreeable date, but no later than 60 days from the date of the notification. Organizations or
suppliers who wish to waive their right to a conference shall notify the Commission at least 14 days before
the scheduled conference.

If, after consideration of evidence presented during an informal fact finding conference, a basis for action still
exists, the interested parties shall be notified in writing within 60 days of the fact finding conference, via
certified or hand-delivered mail, of the decision and the right to a formal hearing. Parties to the conference
may agree to extend the report deadline if more time is needed to consider relevant evidence.

B.  Hearing; notification, appearance, conduct.

If, after a fact finding conference, a sufficient basis still exists to deny, suspend or revoke a permit or
authorization, interested parties shall be notified by certified mail or hand delivery of the proposed action and
of the opportunity for a hearing on the proposed action. If an organization desires to request a hearing, it
shall notify the commission within 14 days of receipt of a report on the conference. Parties may enter into a
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consent agreement to settle the issues at any time prior to (or subsequent to) an informal fact finding
conference.

2. If an interested party or representative fails to appear at a hearing, the hearing officer may proceed in his
absence and make a recommendation.

3. Oral and written arguments may be submitted to and limited by the hearing officer. Oral arguments shall be
recorded in an appropriate manner.

Hearing location.
Hearings before a hearing officer shall be held, insofar as practicable, in the county or city in which the organization

is located. Hearing officers may conduct hearings at locations convenient to the greatest number of persons or by
telephone conference, video conference or similar technology, in order to expedite the hearing process.

Hearing decisions.
1. Recommendations of the hearing officer shall be a part of the record and shall include a written statemept of
the hearing officer’s findings of fact and recommendations as well as the reasons for the recommendations.

Recommendations shall be based upon all the material issues of fact, law or discretion presented on the
record.

2. The commission shall review the recommendation of the hearing officer and render a dec?sion on tl.1e
recommendation within 30 days of receipt. The decision shall cite the appropriate rule, relief or denial
thereof as to each issue.

Agency representation.

The executive secretary’s designee may represent the commission in an informal conference or at a hearing.

Part VII

REPORTING VIOLATIONS

11 VAC 15-22-120. Reporting violations.

A.

Unless otherwise required by law, the identity of any individual who provides information to the commission or its
employees regarding alleged violations shall be held in strict confidence.

Any officer, director or game manager of a qualified organization shall immediately report to the commission any
information pertaining to the suspected misappropriation or theft of funds or any other violations of the law.

Failure to report the information required by subsection B may result in the denial, suspension or revocation of a
charitable gaming permit or authorization.

Any officer, director or game manager of a qualified organization involved in the management, operat?on or
conduct of charitable gaming shall immediately notify the commission upon conviction of a felony or a crime of
moral turpitude.

Failure to report information required by subsection D by any officer, director or game manager of a qualified
organization or supplier may result in the denial, suspension or revocation of a permit or authorization.

Any officer, director or game manager of a qualified organization involved in charitable gaming shall immediately
report to the commission any change the Intemal Revenue Service makes in the tax status of the organization, or if
it is a chapter of a national organization covered by a group tax-exempt determination, the tax status of the
national organization.
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G. Al organizations regulated by the commission shall display prominently a poster advising the public'of a phone
number where complaints relating to charitable gaming may be made. Such posters shall be provided by the
commission to organizations at no charge.
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APPENDIX 4 —Rental Summary Per Rent Range

Rental Summary Per Rent Range — 1999
Licensed Charitable Gaming Organizations

‘ - Number of Organizations Per | Number of Organizations
Rent Range Organizations Region in Rent That Did Not Meet Use of
Renting in Range Range Proceeds
$200,000 - $240,000° 4 3 — Region 2 2 — Region 2
1 — Region 4
$150,000 - $199,999 8 6 — Region 2 4 — Region 2
2 — Region 4
$100,000 - $149,999 20 18 — Region 2 7 — Region 2
1 —Region 3
1 — Region 4
$50,000 - $99,999 34 2 —Region 1 13 — Region 2
24 —Region 2 1 —Region 4
2 — Region 3
6 — Region 4
$25,000 — $49,999° 24 6 — Region 1 1 — Region 1
11 — Region 2 5 — Region 2
7 — Region 4 3 —Region 4
$1.00 - $24,999 70 21 —Region 1 2 — Region 1
10 — Region 2 1 — Region 2
18 - Region 3 2 — Region 3
21 —Region 4 7 —Region 4

Region Designation: Region 1 — Central Virginia

Region 2 — Tidewater

Region 3 — Northern Virginia
Region 4 — Southwest Virginia

? Highest rent paid by a single licensed charitable organization in 1999 was $238,020.

? Rent ranges from a high of $50,000 to a low of $1.00. There are a total of 94 organizations that fall within this rent
range. To better represent the rental range, the balance of licensed charitable organizations have been broken down

in $25,000 increments.
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APPENDIX 5 — Total Rent Per Region

Total Rent Per Region — 1999
Licensed Charitable Gaming Organizations

. Total Number of g :
Total Rent Paid Per izations i v:rage Rent Per

Designated Region Region _ Region’ ‘
Region 1 $594,402.00 29 $20,496.62
Region 2 $6,053,971.50 72 $84,082.94
Region 3 $366,242.67 ' 21 $17,440.13
Region 4 $1,520,387.81 38 $40,010.21
Overall Totals $8,535,003.98 160 $53,343.78
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APPENDIX 6 — EXCERPTS FROM HENRICO COUNTY GRAND JURY
INVESTIGATION REGARDING RENTAL OF BINGO FACILTIES —
SEPTEMBER, 1992

Excerpt from the Special
Grand Jury’s Final Report on
Bingo Operations in Henrico
County
Impaneled September 30,
1992
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SECTION 10 - FINAL REPORT
FAIR MARKET VALUE RENTAL ISSUES AND
THE BINGO HALL ‘

The statute regulating Bingo operations clearly indicates that
the General Assembly was concerned that Bingo in the Commonwealth
be limited to 3its legitimate charitable purposes. The law
prescribes certain prchibited practices which are primarily
designed to prevent Bingo from being operated as a business for
profit. Key among those prohibitions is the following:

$18.2-340.9. Prohibited practices.--In addition to
those other practices prohibited by this article, the’
following acts or practices shall also be prohibited
under the provisions of this article:

C. No person, firm, association, organization,
partnership, or corporaticn shall pay or receive for use
of any premises devoted, in whole or in part, to the
conduct of Bingo games or Raffles any consideration in
excess of the current fair market reantal value of such
property. For purpcses of this article, no fair market
rental value consideration shall be based upon oOr
determined by reference to a percentage of the proceeds
derived from the operation of Bingo games or Raffles nor
shall such consideration be based upon or determined by
any reference to the number of people in attendance at
such Bingo games ox Raffles. Each day in violation of
this subsection shall constitute a separate Class 1
misdemeanor as set forth in §18.2-340.10.

Evidence presented before this Grand Jury shows that rents
have been charged at several locations in Henrico County which
appear at first sight to be quite excessive. For example, the
Mountain Road Expo Center charged an average rental of $1,025.00
per Bingo game at each of its two Bingo halls prior to 1993. Each
Bingo session runs for approximately four hours. This zent was
raised to $1,125.00 on January 1, 1593. Four Bingo permittees
sponsored eight games per week for years prior to October, 1892,
resulting in a weekly reatal from Bingo alone of $8,200.00, and an
annual rent of $426,400.00. Given that the current assessed value
of the propexty is $490,700.00, the question ariseg whether the
rental charged was in exceas of a fair market rental for the

property.

Reference is also made to exhibit # 23 whieh is a memorandum
prepared in the Fall of 1992, prior to the Rountrey Study. It
involves a explanation of the real estate property assessment
concerning the Mountain Road Exposition Hall. 1In'it, it states,

Section 10 - Page 1
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"it is the Bingo operation or business that generates the rent, not
necessarily the real estate... It is felt that the higher rents
received reflect more the operation of the business.” Reants per
square foot, although not entirely subject of the assessment
review, were noted as being substantially lower than what the
Rountrey Report determined.

The Pennsylvania Crime Commission Report issued in April,
1892, entitled Rack ering _an nized i : 4
Andustyy, p. 16, recognized that the practice of charging excessive
rents was used by commercial Bingo operators to obtain for
themselves the great bulk of the profits from Bingo operations from
charitable associations giving the landlord corporations a direct
pecuniary interest in the Bingo profits in violation of . the
Pennsylvania Bingo law. Our investigation reveals that the same
pPractice is prevalent in Henrico County.

The Bingo Task Force appointed by the County Manager in
September, 1992, examined the issue of excessive rents charged by
commercial Bingo operators in Henrico County. The Task Force
commissioned a report by Rountrey and Associates, Inc., a profes-
sional real estate appraisal firm, to determine the appropriate
rent per game based on analysis of the fair market rental of four
Bingo halls: Crossroads Bingo, Mountain Road Expo Center,
Showplace Annex, and Charitable Entertainment Center {(at 5300 West
Marshall Street). The Grand Jury has examined this report, which
was prepared by Robert E. Coles, MAI, CRE, and Nancy J. Buchanan,
MAI, SRA.

The Grand Jury has also commissioned a review of the Rountrey
and Associates report by Linwood M. Aron, MAI, SREA. Mr. Aron’s
analysis, based on thirty-nine years’ experience as a real estate
appraiser and his exhaustive consideration of the difficulties in
determining the fair market rental value of the types of property
used for Bingo in Henrico County, was extremely helpful to .the
Grand Jury in considering this issue. Mr. Aron’s testimony raises
seriocus gquestions concerning the interpretation and effectiveness
of the statutory regulation of Bingo hall reats and the adequacy of
the statutory language which attempts to control excessive rents
charged by Bingo operators.

Essentially, the Virginia Bingo statute contemplates that a
charity which does not own its own facility would have to rent a
facility in which to conduct its licensed Bingo games. The statute
prohibits any person from charging a rent in excess of the fair
market rental value of the premises concerned. This prohibition is
intended to prevent commercial Binge operators f£rom making
excessive profits from legalized gambling at the expense of
Virginia charities.

The Rountrey and Associates report methodology, however,
estimated the fair market value of Henrico County Bihgo halls based

8ection 10 - Page 2
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on rental of the Bingo operation as a going concern--including
factors such as the expense of promotion of the Bingo games through
advertising and a factor of 20% to 25% for management, leasing and
entrepreneurial profit. Having justified a rent of $533.00 per
game ($15.30 per square foot) for each of the two Bingo halls at
the Mountain Road Expo Center, Rountrey and Associates conducted
the following analysis: ‘

We are fully aware that the state law says "no fair
market rental value consideration shall be based upon or
determined by reference to a percentage of the proceeds
derived from the operation of Bingo games or Raffles nor
shall such consideration be based upon or determined by
any reference to the number of people in attendance at -’
such Bingo games or Raffles." However, in the zeal
world, a charitable organization will pay more to play at
a facility in whickh the gross receipts are higher. 1If
they can earn more for their charity in one locatien
versus another location they are willing to pay more for
this. (Emphasis added.)

Rountrey and Associates then offered the opinion that the fair
market rental value per game for the Mountain Road Expo Center is
$955.00. Rountrey and Associates used a similar methodology and
analysis, with similar results, on the other three Bingo hall
locations it considered. The discussion quoted makes it clear that
in reaching its determination, Rountrey and Associates disregarded
the language of the state Bingo law set out above. In his letter
of February 5, 1993, transmitting an executive summary of the
Rountrey and Associates report to the Board of Supervisors, County
Manager Hazelett advised. the Board of the rents found to be *fair’
by Rountrey and Associates. He then wrote, "While these figures
may, at first blush, appear high, the Rountrey report indicates
that they represent fair market remt of those facilities for Bingeo
ganes.” (Emphasis added.) The County Finance Department was
instructed to have Bingo permittees and landlords comply with the
findings of the Rountrey and Associates report.

The Grand Jury has also heard from several witnesses concern-
ing the relationships between the charities licensed by Henrico
County to conduct Bingo games and the entities which have built,
equipped and operated Bingo halls. This testimony clearly
indicates that the Bingo hall operators at two of the locationms,
where six (about 25%) of all Henrico County Bingo permittees
sponsored games, are in control of the Bingo games--namely the
Moum):ain Road Expo Centexr and Crossroads Binge (prior to August 30,
1993).

Some charities have operated entirely on verbal agreements
with Bingo hall operators. Others have entered into lease
agreements which are revocable at a moment’'s notice (tenancy at
will). One organization’s agreement was summarily terminated by

gection 10 - Page 3
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the Bingo hall owner when he discovered that the head of the
organization had visited a competing Bingo hall, In one case, an
employee of the Bingo hall operator served as chairman of the
charity’s Bingo committee. In another case, the charity estab-
lished a Bingo checking account, requiring dual signatures of a
charity official and an employee of the Bingo hall operator. The
charity official testified that the practice was to leave a dozen
signed blank checks with the Bingo hall employee, and that the bank
statements on the Bingo account went directly to the Bingo hall
employee without review by the charity. The charity official
stated that she did not even know the account number of the
charity’s Bingo account or its current balance. She also did not
know the amount of rent paid by the charity per event.

The Grand Jury in the course of its extensive investigation of
all aspects of Bingo operations in Henrico County has yet to hear
evidence of any negotiations between charities licensed to conduct
Bingo games and Bingo hall owners concerning the rent charged the
charity. 1In one case, the rent charged the charity was raised
twice without the knowledge of the charity. One charity was
charged no rent for six to nine months when it first began to
conduct Bingo games at one owner’s facility, and was advised that
it would pay no rent until the game began to make money. The Grand
Jury heard evidence that accountants and even attorneys were
employed for charities by the Bingo hall owner, without prior
consultation with the charities. One charity was told that the
accountant involved set the rent for the charity based on the
success of each game, and that organizations with a more favorable
time slot were charged higher rents. Examination of the records of
the licensed organizations has confirmed the existence of a
practice of charging different licensed organizations higher rents
fgr more favorable times--times when the expected attendance at the
Bingo games would be the highest.

. As indicated above, our investigation revealed many instances
in which an employee of the Bingo hall owner or the Bingo hall
owner himself became a member of the charitable organization and
managed the charity’s entire Bingo operation. In some cases, the
Bingo hall operator would arrange for *"volunteers"” to work the
Bingo games. These ®“volunteers" would become members of the
charitable organization, but would not participate in any of the
activities of the charity except Bingo. In one case, the member-
ship dues of the "volunteers" were paid to the charity by an
employee of the Bingo hall owner, all at once, and in cash. In
another case, a membership list including regular Bingo hall
workers was submitted to Henrico County licensing authorities on
behalf of a charitable foundation which was not a membership
organization and did not have authorized membership separate from
its trustees.

In summary, evidence before the Grand Jury makes it clear that
in most if not all cases where "rent" was to be paid to a Bingo
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hall owner the organizations licensed to conduct Bingo games in
Henrico County did not seek in an arms-lengtbh transaction to cbtain
rental real property in which to conduct their games. Instead,
they offered the use of their Bingo permit to a full-service Bingo
hall operation in exchange for a share of the proceeds of the Bingo
games.

TEE CURRENT REGULATORY SCHEME IS INADEQUATE

The Grand Jury has concluded that the current scheme for
regulating the rents paid by Bingo licensees to Bingo hall owners
is inadequate to prevent the abuses found in Pennsylvania and in
Henrico County. First, the current scheme does not recognize what
is happening in "the real world," to borrow a phrase from the
Rountrey and Associates report. Second, the concept of *fair
market reatal value® is not an adegquate basis for regulation of
Bingo halls. '

The current scheme of regulation, as embodied in §18.2-
340.9.C., Code of Virginia, contemplates that many organizations
which would be eligible for licenses to conduct Bingo games would
own their own premises and devote those premigses for one or two
nights a week to conducting Bingo games.  However, it also
contemplates that many organizations eligible for licenses to
conduct Bingo games would not own their own premises, and those
organizations should not be discriminated against in the licensing
process. Those organizations which do not own their own premises
would be expected to obtain by rental contract a suitable location,
identify that 1location in their license application, and be
licensed for one calendar year to conduct Bingo games at that
location and no other.  §18.2-340.3.2., Code of Virginia. Licensed
organizations are prohibited from contracting with any person,
firm, association, organization, partnership, or corporation of any
classification whatsoever for the purpose of organizing, managing,
or conducting Bingo games. §18.2-340.9.B., Code of Virginia.

Our investigation has revealed that many licensed organiza-
tions have little or no desire to cbtain the kind of interest in
real estate which generally characterizes a rent of premises.
Instead, they seek a "turn-key" operation, including all egquipment,
security, cash control, accounting, training, and other operational
support necessary to conduct the Bingo game. They also seek an
established Bingo locaticn--a place where regular recreational
Bingeo players are accustomed to go to indulge in legalized
gambling. The Grand Jury is not aware of any licensed organization
in Henrico County which conducts ite Bingo games in rented space
not specifically eguipped as a Bingo hall.

It is clear that "fair market rental value® is an inadeguate
concept to use in regulating the fees a Bingo hall ocperator may
charge for the use of his premises. First, it does not adequately
define the type of rental agreement or contract ‘which is being
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evaluated. Commercial leases of real property may be expressed as
gross reamt, in which the lessor provides everything necessary to
the use of the property to the lessee, including, for eg:ample, all
utilities, external and internal maintenance and repairs, taxes,
janitorial and landscaping services, etc., in exchange for one
gross rental payment of a fixed sum. In a typical commercial
lease, the lessor will provide external maintenance, taxes, and
insurance, while the lessee is responsible for utilities, internal
maintenance, and janitorial services. In a net reant agreement, the
tenant pays a fixed sum for the premises, and is then responsible
for all expenses associated with his occupancy of the premises.
The Virginia Bingo statute provides no guidance as to the type of
rental agreement a licensed charity may exnter intc for the use of
real property to conduct a Bingo game. ’

In 1978, the Virginia Attorney General addressed the question
og what the term "fair market remtal value” means in the context of
Bingo regulation. The Attorney General opined:

One must. consider the uses that can be made of the
premises. The rental value of other commercial estab-
lishments of similar size and use in the area are factors
to be considered as well as rents paid by other lessees
for similar uses of premises. The highest and best use
for the premises is a factor to consider. In the final
analysis, the fair market rental value depends to a great
extent on what a willing purchaser is willing to pay and
for what amount a willing seller is willing to sell. It
is my opinion, therefore, that fair market reatal value
is determined by evaluation of all premises in the area
judged by the above criterion, and is not to be deter-
mined by a comparison of those premises used exclusively
for Bingo. :

1978-79 Report of the Attornev General, at 23.

This definition of fair market rental value is of very little
belp to a regulator seeking to determine the appropriate charge a
Bingo hall cperator should make for the use of his premises. The
Attorney General indicates that fair market rental value should be.
determined in accordance with traditional methods of valuation used
in the field of real estate appraisal. But, as the Rountrey and
Associates report demonstrates, it is not possible to evaluate a
Bingo hall *rent" using traditional methods of xreal estate
valuation. The licensed organizations are not purchasing, and the
Bingo hall operators are not selling, an interest in real property.
Instead, the licensed organirzations are in effect paying for the
privilege of participating in the profits of an ongoing Bingo bhall
enterprise.

Commercial leases are customarily expressed in terms of
annualized zrental per square foot. These annualized rentals are
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based on long-term leases, usually for at least one year and
frequently for longer terms. Numerous imponderable factors must be
accounted for when using such annualized rental figures to compare
with the at-will rental of premises on a once or twice a week
basis, where the lessor maintains almost complete control over the
use of the premises, as is the case in Bingo hall rental in Henrico
County. There gimply are no "similar uses of premises" to which a
reasonable appraiser can refer when evaluating Bingo hall ®*rents.”

Appraisal of real property necessarily depends on the
existence of a market for real property. Traditional appraisal
methodology assumes the existence of a market in which willing
buyers and willing sellers meet and reach arms-length transactions
based upon full information as to market conditions and free .from
abnormal pressures to conclude a transaction. We have f£found
nothing resembling suchk a market in the field of Bingo hall
operations in Henrico County. When, based on the results of the
Rountrey and Associates report, Henrico County licensing officials
required some Bingo hall owners to lower their rents significantly,
cne Bingo hall owner sought from the licensed organizations written
statements indicating that they did not object to the higher rents.
Astonishingly, one licensed charitable organization actually agreed
to this request and provided the Binge hall owner such a written
statement. See exhibit # 18. When a tenant is found objecting to
a reduction of its rent, it seems reasonable to conclude that
traditional market forces are not at work in this sphere.

Faced with these difficulties, Rountrey and Associates fell
back on valuing the various Bingo hall fees in terms of their value
as a going concern--a method appropriate to valuation of a business
entity, but not traditionally used in wvaluing real property.
Rountrey and Associates readily acknowledge in their report that
this method finds no basis in the Virginia Bingo law or in the
Attorney General’s opinion interpreting the law, but justifies its
use on conditions existing in "the real world."™ The Rountrey and
Associates report reflects and illustrates the flaws inherent in
the current scheme of regulation. It does mot provide an adegquate
basis for regulation of Bingo hall °®renta® in Henrico County
Presently or in the future. The report failed to evaluate Fair
Market Value of the real estate. It did £fulfill the purpose for
which the zTeport was intended. It evaluated ongoing Bingo

businesses.

THE BINGO LAW SHOULD DEAL WITR TEE REAL WORLD

If the Virginia Binge law is to provide regulators with a
meaningful tool to prevent Bingo hall operators from charging
excessive fees and reaping enormous profits from legalized gambling
at the expense of charitable organizations, it will have to deal
with conditions as they exist in the real world. .The Grand Jury
does not doubt that organizations which do not own their own
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premises should nonetheless be entitled to obtain Bingo permits on
the same basis as organizations which own their own premises. But
some meaningful mechanism for review and control of the fees paid
by those charities for the use of premises to conduct Bingo games
must be devised.

These conditions may be briefly characterized as Zfollows.
Leaders of charitable organizations are often inexperienced in
financial matters, naive, trusting, idealistic and focused on the
goal of obtaining money by any legal means for the altruistic cause
their organization espouses. Owners and operators of Bingo halls,
by contrast, are typically experienced, professional, astute
business peocple, who have made a significant investment in thelr
Bingo hall operations and seek to maximize the return on that
invgstment. Bingo hall owners insist upon complete control of
their Bingo hall operation and are not interested in oversight by
their tenant charitable organizations. This attitude is generally
not in conflict with the position of the charitable organization,
which often feels it can rely entirely on the oversight provided by
the County government.

When a charitable organization begins to receive significant
~Tevenue from Bingo operations, it may qQuickly become dependeat on
that source of income, and reduce or eliminate other fund raising
activities which generate less income and require greater effort.
At that point, the Bingo hall owner, by his power to terminate the
charity’s operations at his premises at will, is in a posit:.on_to
demand any concession from his tenant charity on pain of cutting
off the tenant’s financial lifeline. Under these conditions, it is
scarcely surprising to find that licensed organizations do not
aggressively assert their rights to control Bingo operations, but
instead acquiesce readily tc any demands by Bingo hall owners.
Soon, even without a management contract which is prohibited under
the current law, the Bingo hall owner effectively organizes,
manages and conducts the Bingo games.

Examples of the many subterfuges used to disguise this control
are outlined above. It is sufficient to say that the current
Tegulatory scheme embodied by the Virginia Bingo law is entirely
too emsy to evade by use of these subterfuges. The law should be-
changed to deal with conditions found in the real world.

RECOMMENDATIONS OF THE SPECIAL GRAND JURY
A wide range of options is available for reform of the
Virginia Bingo law to address the problem of excessive Bingo hall

fees. "l'he Grand Jury recommends that any reform measure meet the
following criteria: :
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1. It should provide for regulation and licensing of Bingo
hall operators similar to the regulation and licensing of licensed
charitable organizations. .

2. It should provide a standard, approved Bingo hall rental
contract for the duration of the license period, and revocable by
either party only for cause.

3. It should strengthen the current requirements for licensee
control over Bingo operations by providing the licensed charitable
organization with exclusive control over the rented space and the
operation of its Bingo games in that space, in terms of games to be
played, prizes to be awarded, supplies to be purchased, and cash
control measures to be used. :

4. It should prohibit employees or agents of the Bingo hall
owner from having any role in the conduct of Bingo games at the
facility, including especially any role in the handling or control
of cash before, during and after the games.

5. It should provide for regulatory approval of Bingo hall
"rental” fees charged. Fees should be set based on the services
provided in the standard contract, and payments of any kind
separate from the approved fee should be prohibited. Fees should
be set at a level sufficient to afford the Bingo hall operator a
reasonable return on his investment.

6. It should provide tough cxriminal and civil penalties for
any person or organization who violates the law or the regulations
or who uses or attempts to use any device or subterfuge to evade
the law or the regulations. Current law provides that vioclations
in this area are treated as misdemeanors. Gross and willful
violations of the law in this area should be treated as felonies
and made punishable accordingly.

These regulations recognize the unequal bargaining position
between the BRingo hall operator and the licensed charitable
organization, and seek to provide protection for the charitable
organization while permitting the continued operation of rented
facilities to accommodate licensed Bingo games. Administrative
procedures designed to protect owners of rental Bingo facilities
from arbitrary fee setting should be incorporated in the regula-
ticns. It may be that some Bingo hall operators will be unwilling
to subject themselves to the kind of scrutiny implied in these
recommendations. Any such operators have no place in the business

of legalized gambling for charity.

These regulations also recognize the immense opportunities for
abuse present in Bingo hall operations, where huge sums of cash
change hands routinely on a daily basis. A Bingo permittee is
granted a license to operate Bingo games. A license is a privilege
which traditicnally is subject to administrative review and
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oversight. The Grand Jury’s conclusion is that the Bingo industry
should be regarded as a regulated industry which operates for the
public conveniencs to support eligible nonprofit erganizations, and
not for the purpose of allowing Bingo bhall cperators to rake off
all that the market will bear, and then scme, into thelr private
coffers.

This conclusion comports with that of other authorities which
have considered the Bingo hall rental issue. The Pennsylvania
Crime Commission recommended creation of a new commission dealing
with Bingo and small games of chance, and that the regulatory
agency have rule-making authority to set limits on the amount of
rent that could be charged to charities for the use of halls or
other facilities for Bingo games. Pennsylvania Crime C‘ouuu.iézt:la:I:x,1

m ¢ P .
February, 1993, the City of Richmond entered into a settlement
agreement with a non-profit Bingo hall owner in the City of
Richmond, providing an annual ceiling on rent which may be charged
by the owner in rent to organizations conducting Bingo games OY
Raffles at the owner’s Bingo hall. The ceiling on rent specifical-
ly included janitorial services, rent of Bingo egquipment, tables
and chairs, utilities, and incidental expenses, and the agreement
;gﬁified that no separate charges would be recovered by the Bingo
owner.

Implementation of these reforms will give regulators and the
Commonwealth’s Attorney the legal tools needed to crack down on
Bingo hall rent abuses. Because of the inadequacy of the Virginia
Bingo law and its concept of “fair market rental value," successful
prosecution of Henrico County Bingo hall operators for charging
rents in excess of the "fair market rental value" is highly
improbable. Criminal prosecutions must be based on hard evidence
of willful violation of the criminal law, and not on differences of
cpinion regarding vague and illusory standards.

These recommendations are no panacea for all problems
associated with legalized gambling for charity. Particularly, they
will have no effect unless coupled with diligeat scrutiny on the
part of public cfficials and regulators. They will, however, give
the regulators the tools needed to end the practice of Bingo hall
operators reaping excess profits at the expense of licensed
charitable organizations.
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APPENDIX 7 - EXCERPTS FROM “AN EVALUATION OF THE
MISSISSIPPI GAMING COMMISSION’S BINGO DIVISION” -
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Excerpts from “An Evaluation of the
Mississippi Gaming Commission’s Bingo
Division”

November 13, 1997
The PEER Committee
Mississippt Legislature
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An Evaluation of the Mississippi Gaming Cammission’s Bingo Division

Executive Summary

November 13, 1997

Introduction

PEER reviewed regulation of charitable bingo
in Mississippi to determine the societal risks asso-
ciated with this form of legalized gambling, whether
state law and Gaming Commission regulations ad-
equately address these risks, and whether the com-
mission effectively implements its legal mandate.

The principal risks associated with legalized
bingo are that licensees might not meet their chari-
table obligations which they accept as a precondi-
tion to licensing, that games might not be conducted
fairly, and that the competitive playing field for all
charities might not be kept level so that all have
opportunity to use charitable bingo as a means of
raising funds.

Overview

State law does not adequately address the char-
ity fraud risk in that it does not:

* authorize the commission to restrict bingo
licensure to bona fide charities with a record
of charitable operations;

* authorize the commission to track the flow
of funds to determine that charitable causes
are being supported:;

* determine clearly the duties to charity of
veterans' organizations; and,

* provide the commission with authority to
devise standards to protect against abuses
in the appraisal process.

Additionally, Gaming Commission rules dealing
with controls on the number of sessions a licensee
may operate have not been in compliance with state
law.

The weaknesses in law have allowed organiza-
tions which have not carried out significant chari-
table activities to become licensed to conduct chari-
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table bingo. Further, these weaknesses have left
the Gaming Commission without legal authority to
require licensees to submit plans for the support of
charitable activities and to audit for material com-
pliance with these plans.

The commission’s lack of authority over the
methods used by appraisers in commercial leasing
leaves the commission without a way of insuring
that the methods used in appraising property give
a landowner only a fair price and not an excessive
price on the property.

With respect to operations of the Gaming
Commission’s Bingo Division, the division lacks the
trained accounting personnel necessary to perform
financial analysis tasks associated with gaming
regulation, lacks proper financial documentation to
carry out financial regulation of licensees, and does.
not comply with its own procedures relative to
agents’ reparting to management regarding work
plans and achievements. Also, the commission’'s
hearings procedures contain technical deficiencies
relative to burden of proof and licensees making
legal arguments before the entire commission when
appealing decisions of the agency hearing's officer.

These conditions result in inconsistencies in the
enforcement of agency rules. More importantly, the
lack of trained accounting personnel to regulate the
activities of bingo licensees leaves the agency with-
out the staff needed to review financial reports of
bingo licensees to insure that persons involved in
the business are not owners of interests in other
businesses such as lessors or suppliers.

Recommendations

The Legislature should amend the Charitable
Bingo Law (MISS. CODE ANN. Section 97-33-50 et
seq.) to provide the Gaming Commission with au-
thority to restrict licenses to entities with a record
of providing charitable services. The law should
be amended to require that licensees submit plans
of support for charitable activity which the commis-
sion can audit to insure that bingo charities are
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making material progress toward meeting their
expressed purposes of supporting charities.

The Legislature should also amend the law to
allow the commission to set standards for apprais-
als to be submitted for commercial leases. PEER

also recommends that the Legislature change the.

bingo licensure cycle from one year to two, with stag-
gered expiration dates to reduce the annual
workload for agents involved in the review of license
applications.

The Gaming Commission should adhere to its
policy which requires agents’ written plans of work

and reports on accomplishments. The agency
should review its current positions filled and va-
cant to determine if it has resources to carry out
the financial accounting analysis needed by the
Bingo Division. In the event that the commission
cannot carry out this function with existing re-
sources, it could request additional resources spe-
cifically for this purpose.

PEER also recommends that the commission
amend its rules to allow attorneys representing lic-
ensees and the state to argue errors of law before
the commission. Further, the commission should
amend its rules to shift the burden of proof to the
state in matters involving penalties.

For More Information or Clarification, Contact:

PEER Committee
P. Q. Box 1204
Jackson, MS 39215-1204
(601) 359-1226
http/iwww.peer state.ms.us

Representative Billy Bowles, Chairman
Houston, MS (601) 456-2573

Senator Ezell Lee, Vice-Chairman
Picayune, MS (601) 798-5270

Senator Willlam Canon, Secretary
Columbus, MS (601) 328-3018

viii

61



Background

Significance of Bingo as a Charity Fundraising Tool

Mississippi bingo halls take in considerable amounts of money in a
fiscal year. Based on FY 1996 data obtained from the Mississippi Gaming
Commission, approximately 128 bingo licensees in Mississippi operating
charitable bingo games generated over $135 million in gross revenues.
According to unaudited financial information licensees file with the
Gaming Commission, these licensees transferred to their charity accounts
approximately $13 million between July 1995 and June 1996. During the
same period, these licensees paid out approximately $104 million in prizes
and $18 million in operating expenses.

Because of the volume of funds collected in the name of charitable
causes, the regulation of bingo is a significant matter. While some
charities are undoubtedly assisted by the collection of funds from bingo
operations, there is some risk that persons conducting games will do so for
their own profit (see Bingo and Social Risks, pages 6 through 8)
Consequently, the state needs a strong and vigilant regulatory body capable
.of insuring that bingo is conducted fairly and for the legally intended
purpose of charitable support.

Summary of the Charitable Bingo Law

Mississippi's Charitable Bingo Law, codified as MISS. CODE ANN.
Section 97-33-50 et seq., establishes the terms and conditions under which
bingo may be legally conducted in Mississippi. These sections establish a
procedure for licensing entities eligible to conduct bingo, define legally
acceptable expenditures for such entities, and provide for the licensing of
suppliers and other persons who provide support to the bingo industry.
Such controls are established to enable the state to determine whether
legitimate charity licensees consisting of suitable persons are engaged in
bingo. These provisions are also intended to control the amounts and
recipients of bingo proceeds to entities other than charities.

Licensing of Entities Eligible to Conduct Bingo

Section 97-33-51 provides that in eorder to be legal, a bingo game in
which prizes are given must be conducted in conformity with the
Charitable Bingo Law. Section 97-33-53 requires that an entity must be a
“charitable organization” to be eligible for a bingo license. Mississippi law
defines a “charitable organization” as one which has either obtained or has
applied for tax-exempt status under Internal Revenue Code Section 501{c)
or (d) and is either a chapter or post of a national veterans' organization or
a not-for-profit civic, educational, or wildlife organization, or a religious
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organization domiciled in the state (see Section 97-33-53(b]). The termofa
license is ane year and annual re-application is required.

For an entity to be licensed, the Gaming Commission must be
satisfied that the entity meets the previously mentioned charitable criteria
and that the members in charge of the bingo games are of good moral
character and that the games will be conducted in accordance with state
- laws and rules of the Gaming Commission. The commission may not
issue licenses to persons who have been convicted of gambling-related
offenses or other offenses described by the commission in its rules or to
those persons who are “professional gamblers,” which is not defined by the
statute. Firms which have as officers or directors persons who have been
convicted of such offenses are also be barred from licensure.

Legal Expenditures

As stated above, Mississippi law provides that entities conducting
bingo games do so for charitable purposes. Specifically MISS. CODE ANN.
Section 97-33-52 requires that the net proceeds of bingo be expended for the
purpose for which the entity is created. Proceeds of bingo may not be used
to purchase, improve, or construct buildings solely used for the purpose of
conducting bingo games. A bingo licensee may pay only those expenses of
bingo operations authorized under law. Expenses which may be paid are
those associated with procuring supplies and equipment necessary to
conduct games and reasonable expenses associated with obtaining or
performing janitorial, bookkeeping, and security services, as well as
reasonable market rent for the building used for bingo operations. Salaries
may also be paid to bingo supervisors and others so long as the salaries paid
do not exceed $400 per session. Prizes may not exceed $7,500 per session
unless the bingo licensees play but one session per week, under which
conditions the limit is $8,000 per session (see sections 97-33-67 and 97-33-69).

State law does not require that licensees operating bingo halls provide
a specific sum to support organizations carrying on charitable activities. A
bingo licensee must use the net proceeds of bingo halls to support the
purposes for which the organization is created. This may be achieved by
either providing assistance to other charitable organizations or providing
services directly to persons in need of assistance. '

Licensing Lessors, Suppliers, and
Others Associated with Bingo

State law requires that manufacturers, distributors, and commercial
lessors be licensed. Manufacturers and distributors provide bingo supplies
such as bingo paper and electronic machines to bingo licensees.
Commercial lessors lease buildings to bingo licensees where games are
‘conducted. In some cases, the lessor is the actual owner of the building.
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In other cases, the lessor is a real estate management firm which obtains a
lease from the owner and subleases the building to the bingo licensee.
This licensure requirement is intended to determine suitability of these
persons to do business with bingo halls in Mississippi. The law bars
persons convicted of crimes from being involved in any of these businesses
and such licensees may not own direct or indirect interests in bingo halls.

Commercial lessors must also comply with additional requirements.
Section 97-33-203 requires that lessors submit two real estate appraisals to
the Gaming Commission to justify changes in rent. Further, the Gaming
Commission must approve lease terms between commercial lessors and
bingo licensees. The purpose of these provisions is to protect against
excessive rental charges which may reduce the amount of money made
available to charity.

Bingo and Social Risks

Charitable bingo in Mississippi is a form of legalized gambling. As
in the case of other forms of gambling, the activity poses certain risks to the
people of Mississippi. State law and the efforts of regulators should be
formulated in order to protect the state’s residents from these associated
risks. '

After reviewing the literature on bingo, including the laws of other
states which have chosen to legalize bingo for the exclusive support of
charitable activities, PEER determined that the following are the principal
risks associated with the legalization of bingo for charitable purposes:

* the charity fraud risk;
*  the cheat risk; and,
* the even playing field risk.

These risks are described in detail in the following sections.

The Charity Fraud Risk

Perhaps the most significant risk associated with legalization of
bingo for charitable purposes is the charity fraud risk. Bingo licensees may
be tempted to operate their halls for purposes other than the support of
charity. Their purpose for doing this could be to either skim funds for
criminal purposes, launder funds from illegal operations thorough a bingo
hall, or to use funds legally obtained for the support of activities which are
not charitable in nature.
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provided for under the law. An organization must show that proceeds are
used for charitable purposes.

State law does not authorize the Gaming Commission to set
standards to control the methods used by appraisers conducting
appraisals of commercial property used in bingo operations.

Because the purpose of legalized bingo in Mississippi is support of
charity, the state has an interest in seeing that the expenditures of bingo
halls are controlled so as to maximize the amount of revenue available for
charities. Current appraisal practices do not maximize the amount of
revenue that can be passed on to charity.

Miss. CODE ANN. Section 97-33-203 addresses the process by which
bingo commercial lessors obtain licenses and lease their property to bingo
licensees. With respect to the appraisal process, this section provides:

No lease of any premises by a commercial lessor to any
charitable organization for a charitable bingo game shall
provide for payment in excess of the reasonable market rental
rate for such premises as determined by the average of (2) two
independent appraisals for the premises. Such appraisals
shall be conducted by appraisers selected by the applicant for a
commercial lessor's license from a list of state-certified
appraisers compiled and maintained by the commission. The
appraisals shall be submitted by the commercial lessor as a
part of the application for a commercial lessor’s license. The
commission may require that a third independent appraisal be
conducted by a state-certified appraiser, selected by the
applicant from the list. . . .

In determining the market value of a lease, some appraisers use a
conservative method by selecting properties located near the bingo hall.
Such an appraiser uses property in a shopping center where the bingo hall
is located to determine the fair market value. In cities with competing
bingo halls, some appraisers consider the lease amounts paid by those
bingo halls in formulating an appraisal of fair market value.

In some cases, appraisers use only bingo halls as comparable for
determining market value whether or not there are other bingo halls in the
community wherein the subject property is located. With these appraisers,
it does not matter if the bingo hall is located in a particular town in
Mississippi, the comparable will come from other cities in Mississippi with
bingo halls. PEER also noted that in some cases, bingo commercial lessors
procure the services of appraisers who have used information on bingo
halls in other states as a basis for arriving at the fair market value of
property used for bingo halls in Mississippi. These differences can be
attributed to the fact that the lessor, not the charity, is responsible for

18

65



selecting and paying the appraiser. A lessor is interested in getting the best
return on his investment, but is not necessarily interested in maximizing
the benefit transferred to a charitable activity. While it is not uncommon
for lessors to seek the best price available to them through the use of
appraisers who give favorable appraisals, the regulated industry of
charitable bingo is conducted for the benefit of charitable activities. In this
case, the state has an interest in seeing that the means and processes used
to appraise property are reasonable and fair to the property owner, but
which also insure that potential returns to charity are diminished only by
the amount necessary to pay a lessor a fair price for his property.

Presently, the Gaming Commission could refuse to list an appraiser
as approved but the law does not authorize the commission to make
provision for acceptable practices appraisers may use in conducting bingo
hall appraisals. Under these conditions, it is questionable as to whether
the commission could have a rational basis for removing an appraiser from
the list of approved appraisers, absent more statutory authority.

PEER determined that appraisers do not use a consistent
methodology in conducting appraisals of bingo halls. This is exacerbated by
the fact that state law does not allow the commission to select an appraiser
of its own choosing to perform an appraisal if it finds appraisals submitted
to it by lessors to be excessive in their estimate of value. The net effect of this
condition is that bingo licensees often pay much more in rent to their
lbessors when they acquire their leasehold interest from the owner of the

uilding.

Protection Against the Cheat Risk

Do state law and commaission practice protect against the cheat risk?

Current law authorizes the commission to inspect bingo halls and
insure that games are conducted fairly. = The commission has in place a
procedure whereby patrons may complain to the commission regarding
alleged unfair aspects of bingo operations. Commission agents may
investigate complaints to determine if there is a basis for concluding that
games are conducted in violation of state law or commission rules.
Commission agents may also recommend to bingo halls that patrons
treated unfairly be compensated for winnings not paid. Compliance with
this is voluntary.

MISS. CODE ANN. Section 97-33-65 authorizes the Gaming
Commission to inspect bingo halls and insure that the games are fairly
held. The commission has established a procedure whereby agents of the
commission may receive and investigate complaints against bingo
licensees. In reviewing a sample of cases, PEER determined that many
complaints are made by customers who contend that they actually
“bingoed” and that the employees of the bingo hall did not recognize their
bingo. If agents conclude that the complaint is true, the agent will

18
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Recommendations

Legislative Recommendations

1. The Legislature should amend MiSs. CODE ANN. Section 97-33-53 to
require that a charitable organization have IRC 501 (c) or (d) status for
three years prior to being eligible for licensure. Also, the Gaming
Commission should require the applicant organization to document
that it has made significant progress toward meeting its corporate
purposes prior to becoming licensed.

2. The Legislature should amend MISS. CODE ANN. Section 97-33-57 to
authorize the Gaming Commission to:

require that licensees submit plans to the commission detailing
what charitable activity they intend to support for the period of the
license;

require that the licensee report to the commission all transfers
made in support of charity;

audit the transfers of funds from licensees to any other entity
which has one or more common officers;

revoke the license of any licensee which has failed to comply with
the provisions of its business plans or which makes contributions
to any organization which fails to provide material support (as

defined by the commission) for charitable activities; and,

ensure that revenue from charitable bingo operations is used in
support of charitable purposes. The commission should have the
authority to determine how funds generated from bingo
operations and transferred to the charity account are expended.
The commission should also have the authority to determine what -
percentage of the funds from bingo operations may be used to
support a charity's management and general expenses and how
much must be used to support charitable purposes.

3. The Legislature should amend MISS. CODE ANN. Section 97-33-203 to
require the Gaming Commission to:

establish lists of approved appraisers to perform commercial lease
appraisals; '

prohibit the practice of using bingo halls as comparables in

appraisals unless they are in the same local area as the facility
being appraised; and, '
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-~ require that a lessor use an appraiser of the commission's own
choosing if, in the opinion of the commission, the appraisal
submitted by the lessor is invalid or is otherwise suspect. Lessors
should be required to pay for the appraisal.

. The Legislature should amend MISS. CODE ANN. Section 97-33-52 to
clarify the responsibilities of veterans’ organizations with respect to
charitable contributions. Changes in law should make clear whether
veterans’ organizations should be responsible for providing support to
charitable activities other than the operations and upkeep of the
veterans' organization.

. Because the current annual licensure requirement places a
considerable burden on the regulatory capacity of the Gaming
Commission, the Legislature should amend Miss. CODE ANN. Section
97-33-57 to provide for two-year bingo.licenses which come up for
renewal at staggered intervals.

Administrative Recommendations

. The Gaming Commission should study specific duties of the licensure
and regulation process and compare them with capabilities of
commission staff to determine whether any vacant positions could be
committed to the Bingo Division or whether other commission staff
could provide assistance to the Bingo Division to conduct financial
analysis. In the event that no vacant positions could be reallocated or
assigned to the Bingo Division or that no other commission staff could
assist the Bingo Division, the commission should study alternatives for
providing the Bingo Division with financial analysis support.

. The Gaming Commission should begin obtaining from licensees and
applicants all necessary documents for complete financial reviews of
persons involved in bingo operations.

. The Gaming Commission should adhere to its policies regarding work
plans and work accomplished. It should also continue its practice of
meetings between the enforcement agents and management to discuss
problems in enforcement. Commission management should take
steps to return to the Bingo Division any positions which were
transferred out to other divisions of the agency and should provide
additional management personnel in the Bingo Division to assist the
current Branch Director.

. The Gaming Commission should amend Rule KK to allow for
attorneys representing the licensees and the state to argue errors of
law in written briefs before the commission. Further, the commission
should amend Rule KK to shift the burden of proof to the state in
matters involving penalties.

31
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APPENDIX 8 - Rental Summary by State

:State

Arizona

Rental Summary — Regulation by States of Rental Prices
for Charitable Gaming Organizations
As of November 29, 2000

5-407 (G). Expenses shall not be incurred or paid in connection with oldg, og or conducting
any game of bingo pursuant to any license, except bona fide expenses of a reasonable amount.
Expenses may be incurred only for the following purposes: 3. Rent

Colorado

12-9-104.5. Landlord licensees - stipulations. (4) Rent charged to a bingo-raffle licensee by a landlord
licensee for the use of a commercial bingo facility shall cover all expenses and items reasonably
necessary for the use of the commercial bingo facility for a bingo occasion including, but not limited to,
insurance and maintenance for such facility, adequate and secure storage space, restrooms, janitorial
services, and utilities. (8) Every landlord licensee shall file with the licensing authority all leases, .
agreements, and other documents required in order for a bingo-raffle licensee to lease its commercial
bingo facility.

Florida

Bingo can only be held on the following premises: (1) property owned by the charitable organization,
(b) property owned by charitable organization that will benefit by the proceeds, (c) property leased for
a period of not less than I year, providing lease does not provide for payment of a percentage of
proceeds generated and providing the rental rate does not exceed the rental rates charged for sin?i]ar
premises in the same locale. (Title XLVI, Chapter 849) — Felony if found to participate in gaming on
leased premises. (Section 849.01)

Georgia

Bingo can only be held on premises owned by the nonprofit, tax-exempt organization, on property
leased by the same organization and used regularly by that organization for purposes other than the
operation of a bingo game, or on property leased by another organization operating the bingo from
another organization. (Section 16-12-57 G) -- Must provide copy of lease with application (16-12-53)

Iilinois

Lessee (provider) can only receive "reasonable compensation” (Section 230 ILCS 30) -- Can only hold
8 games per year on leased property (leasing from municipality: 16 games per year), must obta_in '
license from state -- Annual fee: $50 - Cannot have an interest in any supplier and cannot participate in
the management of any game.

Indiana

IC 4-32-9-20 -- Section 20 -- Rent may not: (1) be based on revenue generated from the event, (2)
exceed two hundred dollars per day ([a] facility may not be rented for more than three days during a
calendar week for an allowable event)

Iowa

Must be licensed (99B.7) Rent cannot be imposed or collected based upon a percentage of receipts.
The qualified organization has the right to terminate the rental agreement at any time without penalty
and without forfeiture of any sum. Except for purposes of bingo, lessee cannot be a holder of a liquor
control license or beer permittee with respect to those premises or with respect to adjacent premises
(there is an exception regarding the liquor/beer licenses).

Kansas

Section 79-4706. (c) No lessor, any employee of lessor, officer, shareholder of a for profit corporation
shall play any game on the premises leased nor assist in the management of the game, (q) No licensee
shall manage, operate or conduct bingo on any leased premises or with leased equipment unless all of
the terms and conditions of rental or use, including the rental of chairs, bingo equipment, tables,
security guards, janitor service or any other service, are set forth in a lease submitted, approved and on
file with the secretary of revenue, (r) No premises shall be used for the management, operation or
conduct of bingo games more than three calendar days in any one week, (s) No premises shall be
subdivided to provide multiple premises where games of bingo are managed, operated or conducted,
whether or not the multiple premises have different addresses, (r) No game of bingo shall be managed,
operated or conducted on leased premises if at any time during the immediate preceding 44 hours the
premises, or any leased premises within 1000 feet of them, have been used for the management,
operation or conduct of a game of bingo.

Section 79-4703 - (c) (1) The rental costs of the premises itself is fair and reasonable and, in no event,
shall the rent charged for any session of bingo exceed 50% of the net proceeds for the session after
payment of prizes and taxes or the fair and reasonable rental value determined by the secretary of
revenue, whichever is less. The rental costs so charged shall be substantiated to the secretary of

revenue under rules and regulations adopted by the secretary.
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Kentucky

238.555 - Must be licensed - Can charge up to $2500 for license - based upon graduated scale and on
the number of sessions which the facility holds per week or other factors. (4)The amount of rent,

goods, and services charged shall be reasonable and shall be based upon prevailing market values in the
general locality for the goods and services to be provided. Rent shall not be based upon percentage of
gross receipts or net proceeds based upon people in attendance. The department by administrative
regulation may establish standards for the determination of prevailing market values. (5) No more than
18 sessions per week can be held at any licensed organization based upon locality (and also allows for 8
sessions and 7 sessions, respectively, based upon location).

Louisiana

Section 705 (e). Commercial lessor's license and renewal fee shall be five hundred dollars. Section
715. No manufacturer, distributor, commercial lessor, or his agents or employees shall participate in
the management, etc. of game. Nothing prevents them or their agent from being present to protect
interests of property. (7) No lease providing for a rental arrangement for premises or equipment shall
provide for payment in excess of the reasonable market rental rate for such premises or equipment and
in no case shall any payment be based on a percentage of gross receipts or profits derived from a game
of chance. -- State and local control over bingo gaming.

Maine

Governed by State Police - No games can be held after midnight until 7:00 am. Maine recognizes
"beano” versus "bingo" which are similar in nature. Section 328 - No licensed organization can hold a
game unless a commercial beano hall permit is obtained from Chief of State Police. 2.(A) Applicant
shall submit 2 fingerprint cards. 5. Permit fee is $500. Licensee or employees cannot be a member of
the organization. 7. Rent or lease amount. The permittee shall charge a licensee fair market value and
may not charge based upon the percentage of profit which the licensee makes for the rent or lease of a
commercial beano hall. Section 17, 311. No more than one licensee may operate or conduct a game of
"beano" or bingo on the same premises on the same date. Section 17, 311 - The permittee shall charge
a licensee fair market value and may not charge based upon profit.

Michigan

432.109. Sec. 9. A licensee shall not incur or pay an item of expense in connection with the holding,
operating, or conducting of an event except the following expenses in reasonable amounts: (c) rental of]|
the location at which the event is conducted. Section 432.111a. Sec. 11a. Each application shall apply
for a license to operate a bingo hail. (4) Licensing fee is $50 multiplied by the number of large or smalt
bingo occasions conducting during the 7 day week.

Minnesota

Section 349.165 - Subdivision 1. No person may lease a facility to more than one organization to
conduct bingo with a current and valid bingo hall license under this section. Subdivision 4. The annual
bingo hall license fee is $2500. Section 349.18 - Subdivision 1. The board may prescribe by rule limits
on the amount of rent which an organization may pay to a lessor for premises leased for lawful
gambling provided that no rule of the board may prescribe a limit of less than $1000 per month on rent
paid for premises used for lawful gambling other than bingo.

Mississippi

Charitable Gaming Regulations - Table of Contents - "Reasonable Market Rental Rate"” is that rate at
which similar facilities or equipment available for similar purposes in the community may be leased or
rented. License fee: $2500. L. Section 10. No lease which provides for a rental arrangement for
premises, or a lease of equipment, may provide any payment in excess of the reasonable market rate.
No lease payment may be based on a percentage of gross receipts or profits derived from any bingo
game. (Section 97-33-69(9). Section 8. AA. Section 1. Any person leasing premises for the conduct
of gaming may (a.) The commercial lessor may not charge in excess of the reasonable market rental
rate for the lease of the premises as determined by the average of two (2) independent appraisals. Such
appraisals shall be conducted by appraisers selected by the applicant for a commercial lessors license
from a list of state certified appraisers compiled and maintained by the Commission. The Commission
may require a third appraisal. Lessor pays all appraisal fees. Appraisers must show comparables.
Commercial lessor cannot lease for less than five hours, hold no more than two sessions within one day
or more than eight sessions in one week on the premises. A licensee who holds only one session per
week may conduct a six hour session. (Section 97-33-203).  Section 2. Annual license fee shall be
equal to five percent of the annual gross revenues derived from the lease(s). Lessor must report gross
revenues to Commission on a monthly basis. Section 5. The lease providing for a rental arrangement
may not be in excess of the reasonable market rental rate for such premises, and in no case shall any
lease payment be based upon a percentage of gross receipts/profits from a bingo game. If a per session
charge is used to determine the amount of the lease, then that per session charge may not exceed $400

for a five hour session, or $450 for a six hour session (Section 97-33-69(9))
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Missouri

Chapter 313.025. 1. No lease providing for a rental arrangement for premises or equipment for use in
the game shall provide for payment in excess of the reasonable market rental rate for such premises or
equipment and in no case shall any payment be based on a percentage of gross receipts or proceeds.
The reasonable market rental rate shall be determined by the commission.

Nebraska

9-255.06. (1) An individual, partnership, limited liability company, corporation, or organization which
will be leasing a premises to one or more organizations for the conduct of bingo and which will receive
more than two hundred fifty dollars per month (2000 - $200) as aggregate total rent from leasing such
premises for the conduct of bingo shall first obtain a commercial lessor’s license from the department.
The license shall be applied for on a form prescribed by the department and shall contain: 9-241.04.
Premises; rental or lease; requirements. A premises may be rented or leased by a licensed organization
for the purpose of conducting bingo. Such rental or lease agreement shall be in writing and may
include the rental or lease of personal property, excluding bingo equipment, which is necessary in order
to conduct a bingo occasion. Such rental or lease agreement shall be in accordance with the rules and
regulations adopted by the department and the following: (1) Except as provided in Section 9-255.06,
the premises must be rented or leased from a licensed commercial lessor; (2) All bingo occasions shall
be conducted only by the organization which holds the rental or lease agreement; (3) No rental or lease
payments shall be based on a percentage of the gross receipts or profits from bingo or on the number of
persons attending or playing at any bingo occasion; (4) No rental or lease agreement for real or
personal property shall be in excess of fair market value; (5) No rental or lease agreement for a
premises shall contain any right to use bingo supplies or bingo equipment. A rental or lease agreement
for bingo equipment shall be separate and distinct from that for a premises; and (6) All rental and lease
agreements shall be subject to prior approval by the department.

New Hampshire

Lessee has to be licensed on their form, but there are no specific provisions regarding rent and
valuation of rent.

New Jersey

Title 5-5:8-49.3. No such rental or use shall be permitted unless the commission shall determine that
the payment to be made for such rental or use of the premises is fair and reasonable and that the rents of|
said premises are approved renters under this act, 5:8-49.4. Rentors must obtain a license from
commission. 5:8-49.5 Applicant must give address. 5:849.7. License for location identified in
application only. Must pay a fee. 5;8-49.10 No rents to be paid based upon net proceeds.

North Carolina

Has a lot of local enforcement.  14-309.7 (4) Must produce copy of rental agreement. Except as
provided in subsection (e) of this section, an exempt organization may hold a bingo game only in or on
property owned (either legally or equitably and the buildings must be of a permanent nature with
approved plumbing for bathrooms and not movable or of a temporary nature such as a tent or lean-to)
or leased by the organization from the owner or bona fide property management agent (no subleasing is
permitted) at a total monthly rental in an amount not to exceed one and one-quarter percent (1 1/4% of
the total assessed ad valorem tax value of the portion of the building actually used for the bingo games
and the land value on which the building is location (not to exceed two acres) for all activities
conducted therein including the playing of bingo for a period of not less than one year and actually
occupied and used by that organization on a regular basis for purposes other than bingo for at least six
months before the game; and all equipment used by the exempt organization in conducting the bingo
game must be owned by the organization.

North Dakota

53-04.1-03. License - Fees - Application - Suspension - Revocation. A fair board shall apply for a
license to conduct amusement games or devices or bingo from the attorney general at least thirty days
before the operation of such games. Application must be made upon forms prescribed by the attorney
general along with the submission of a fifty-dollar license fee. The license application must be signed
and sworn to by the applicant and must contain the following: 1. The name and post-office address of
the applicant. 2. The location at which the organization will conduct the amusement games or devices
or bingo, whether the organization owns or leases the premises, and a copy of the rental agreement if it
leases the premises.

Oregon

Section 464.510 (1) The Department of Justice may prohibit the operation of a licensed bingo, lotto,
raffle or Monte Carlo event operation if, in the determination of the department, the rent for the
premises on which the operation is conducted or the fees for services or equipment by a supplier of
Monte Carlo event equipment are unreasonably high. Rent shall not be paid based on percentages of
receipts or profits. (2) As used in subsection (1) of this section, "unreasonably high" means that the
price charged for the space, equipment or services is significantly above the fair market value for the
space, equipment or services and the amount charged for the space, equipment or services will result in

comparatively small profit for the licensee.
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Pennsylvania

Section 901.704. (a) Rent cannot be determined based upon proceeds. -- No specific provisions,
although regulated on the local level.

Texas

Per TC Bruce Minor - Charitable Bingo Division - Can only charge $600 per session (lessors set up this
up in 1989 and it has not changed since then - with casino's close by, they do not have the competitive
edge to increase the rent) - Lessors precluded from involvement - must be licensed, must post a bond,
must pay a licensing fee, must provide information requested on several schedules, including personal
funds schedule. When price originally set in 1989, certain lessors had this done to corner the market

because they were grandfathered in and were able to lease their properties while potential lessors had to
go through the application process. Licensing package previously provided. They are in the process of
revising the statute relating to lessors.

Vermont

Section 2143. Nonprofit organizations. (A) reasonable expenses, as determined by fair market value, of]
purchasing or renting materials and equipment used for the game of chance and of printing
advertisements, and of the direct purchase of advertising through established media, such as
newspapers, radio and television; and (B) reasonable expenses, as determined by fair market value, for
rent for the premises on which the game of change is executed, except that rent paid prior to August 1,
1994, pursuant to a written lease in effect on June 1, 1994, and not subject to cancellation, may be
deducted, whether or not such rent is reasonable, and repairs and upkeep to the premises for nonprofit
organizations having ownership in premises.

Washington

\per month, inctuding all terms, they are required to submit a pro forma plan of operations, including a

WAC 230-04-040 -- If an organization is planning to pay premises rent exceeding two thousand dollars

market study which sets out their research procedures, planned attendance, anticipated market area and
map, number of sessions, prices per bingo card and estimated sales per person, payouts, game schedule,
estimated expenses and income, details of income generating activities, and any other information
requested by commission. WAC 230-02-360. Lessee must set out specific areas in building upon
which charitable gaming will take place. No gaming in space not identified. WAC 230-02-530.
Circumstances outside the control of the licensee - defined. Factors that impact an organization's
ability to meet their obligations (iii) Unanticipated increases to rent that would put the licensee in
jeopardy of being in violation of net return requirements. WAC 230-04-022. Organization must
provide a copy of the leas

West Virginia

Section 47-20-15. Payment of reasonable expenses from proceeds; net proceeds; net proceeds
disbursement -- (a) The reasonable, necessary and actual expenses incurred in connection with the
conduct of bingo occasions, not to exceed twenty-five percent of the gross proceeds collected during a
license period, may be paid out of the gross proceeds of the conduct of bingo, including, but not limited
to: (1) Rent paid for the use of the premises: Provided, That a copy of the rental agreement was filed
with the bingo license application and any changes to the rental agreement were filed within ten days of
being made: Provided, however, That in no event may the rent paid for the use of any premises exceed
the fair market value of rent for the premises; (3) The cost to the licensee organization for equipment

and supplies used to conduct the bingo occasion.
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APPENDIX 9 - SUMMARY OF LIMITED SURVEY OF TIDEWATER
GAME MANAGERS --- FALL 2000

Virginia Charitable
Gaming Commission

s Gay,
Sy N
feir X_

House Bill 811

Summary of Limited Survey of Tidewater
Game Managers

Fall, 2000

POPULATION

The Charitable Gaming Commission's
Survey of Game Managers of
Licensed Organizations in the

Tidewater Region Are Based Upon A
Limited Representative Sample of
6aming Activities.

Question 1
City and location of the hall.

w16 = Yes
w 7=No
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Question 2

Day of the week offered for session.

w 13 = Yes
w 10 = No

Question 3
Hall amenities such as size of hall, available
parking, snack bar, cleanliness, ventilation,
i.e., smoke-eater system.

m 16 = Yes
w 7=No
030% - Ves
@ DN°
H70%
Question 4
The price charged for the hall, seats, tables,
cleanup, etc.
w 14 = Yes
m™ 9:=No

039% M Yes
ONeo
B61%
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Question 5
Reputation of the hall, staff management
and/or ownership.

w 16 = Yes
w 7=No
030%

M| Yes

ONe

Question 6

State of the art electronic bingo equipment
used by the hall.

w14 = Yes
w 9:=No

WYes |
039%

ONe

Question 7
What is the total amount of rent paid to
your landlord each session?

Two Sessions - Average Rent
w10 Responses - Virginia Beach
r 5 Responses - Norfolk
w4 Responses - Portsmouth

[1$1,450.63

W$1,864.45

0$1,600.00
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Question 8
What is the total amount of rent paid to
your landlord each session?

One_Session - Average Rent

v 2 Responses - Chesapeake

w1 Response - Hampton (Average skewed by number of responses)

w1 Response - Newport News (Average skewed by mumber of responses)

|$1,32500

£1$700.00

B Chssapeake

D Hampton

0$500.00 CINewport

News

Other Influencing Factors for
| Use of Hall

¥ Only session open.

v Local league, neighborhood hall.

v Public wanted it, a lot of friends live
in the homes around area.

v No choice.

v Knew hall manager.

v Available, good condition.

Has Your Organization
Experienced Any of the
Following?

Please See Responses to
Questions 9 through 18.
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Question 9

Has the landlord or hall management ever
suggested or directed you to use a certain
supplier or made of fers of compensation to you
if you use a particular supplier?

w 2:=VYes
w 21=No
[ 71
@ =
a91%

Question 10

Has the landlord or hall management ever
attempted to influence or dictate the game
schedule or session program?

w 4 =VYes
w 19:=No

|e%

EYes

OINe

d92%

Question 11

Are electronic gaming devices (computers)
allowed in the hall where you conduct your
charitable gaming?

w 13 = Yes
m 10 = No

343% ;i i .

EYes
ONe

mM57%
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Question 12

Are any volunteer workers compensated or
supplied to your organization by the hall or

landiord?
m 23 = No
mOo%
ONe
@%
Question 13

Does your landlord adjust your rent downward or
make a refund or contribution back to your
organization when session attendance is low?

™ 6=VYes
w 17 =No
M26% D
a D~°
O74%

Question 14

Does your landlord control or attempt to control
the prices your organization charges for packs
or computers?

w 2:=VYes
o 21:=No
W%
a
c91%
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Question 15

Does your landiord require printed
advertisement for your bingo sessions?

w 3=VYes
w 20 =No
m13%
EYes
0s7%
Question 16

Does your landlord require your session to pay
the maximum prizes allowable by law for each

game?
m™ 3:=VYes
w 20 = No
m13%
B Yes
ONo
O87%
Question 17

Has your organization ever entertained the idea
of owning a building for the conduct of
charitable gaming?

o 15 =Yes
w 8:=No

BYes

ONo




Question 18

If your answer to Question 16 was yes, would
your organization of fer the building to charities
to rent for charitable gaming sessions?

w 15 = Yes
w 8=No

B Yes

G Ne

Changes That Would Be Made if
Organizations Owned Gaming
Facility

v Lower rent.

v Better ventilation.

v Better snack bar.

# Enclosed non-smoking sections.

+ Do more to help other groups.

¥ Cleaner hall.

7 Keep electronic equipment working.
v Better electronics,

< More parking.

Changes That Would Be Made if
Organizations Owned Gaming
Facility

v No smoking building.

v Better time slots for sessions,

v Better restrooms.

v Wouldn't have to pay rent based on gross sales.
v Better looking hall.

v Would sell daubers, not allowed with landlord.

v Winner-take-all would be amount of sheets sold and
not $1000.
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APPENDIX 10 - SUMMARY OF NON-RENTERS

Key:

Region 1 — Central Virginia

Region 2 — Tidewater Region
Region 3 —~ Northern Virginia
Region 4 — Southwest Virginia

120,
100 ]

Summary of Non-Renters
1999

340 Organizations

287

Met Use of
Proceeds

HFailed to Meet
Use of Proceeds

Summary of Non-Renters
By Region - 1999

340 Organizations

;74

o8Ss

072

EMet Use of]

56

Proceeds

Region 1 -
Central

22

Region 2 -
Tidew ater

Region 3 -
Northern

81

B Failed to
12 Meet Use
of
Proceeds

Region 4



APPENDIX 11 - LETTER DATED SEPTEMBER 19, 2000 FROM RALPH
L. AXSELLE, JR. TO THE CHARITABLE GAMING COMMISSION

LETTER DATED
SEPTEMBER 19, 2000 FROM
RALPH L. AXSELLE, JR. TO THE
CHARITABLE GAMING
COMMISSION
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WiLLIAMS MULLEN

PHON (109 643191 CLARK & DOBBINS vpamMoND
ATTORNEYS & COUNSELORS ATLAW NEWPORT NEWS
E-MAIl ADDRESS: NORTHERN VIRGINIA
com A PROFESSIONAL CORPORATION WASHINGTON, D.C.
. LONDON
DIRECT DIAL: !
(804) 783-6405 TWO JAMES CENTER : Amgorl;ﬂca
. 1021 EAST CARY STREET DETRO,
INTERNET ADDRESS: P.O.BOX 1320
www.wmed.com RICHMOND, VA 23218-1320
September 19, 2000

Format of a personal letter to the Commissioners of the Charitable Gaming Commission.

BY HAND

The Honorable
Commissioner
Charitable Gaming Commission

Dear Commissioner

Along with my partner, Bill Waechter, and with Steven Lieberman of Virginia Beach, I
represent the Virginia Bingo Group, a coalition of persons who own and operate commercx_al
bingo facilities in the Hampton Roads area. The coalition has engaged us to represent its
members' interests in connection with the study that the Commission is conducting pursuant to
the second enactment clause of Chapter 1000 of the 2000 Acts of Assembly (House Bill No.

811).

By way of both introduction and background, I have been involved with policy issues
related to charitable gaming for a number of years. Throughout my 16 years as a member of the
Virginia House of Delegates, I served on the charitable gaming subcommittee of the Comxmt}ee
on General Laws. During the 1970s, I chaired a legislative study of Virginia's charitable gaming
laws which ultimately resulted in significant changes in the manner in which that activity was

then regulated.

In 1993, a few years after retiring from the General Assembly, I was contacted by a
coalition of charitable organizations, vendors of charitable gaming supplies and commercial hall
owners (i.e., landlords) that wished to promote regulation of charitable gaming at the state level
rather than the local leve! as was then the case. The members of the coalition were motivated by
concern with the lack of uniformity of statutory construction and uneven regulation of charitable
gaming among the local jurisdictions. Candidly, they were also aware of a number of abuses
taking place in bingo games around the state that were not being adequately addressed through
local regulation.
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Continuing through the 1995 legislative session, Bill Waechter and 1 represented the
coalition and, working with representatives of several local governments and other interested
persons, developed the legislation which put in place the current system of state regulation of
charitable gaming. Subsequent to the enactment of that legislation, we were closely involved in
the development of the regulations that subsequently were adopted by the Charitable Gaming
Commission. The members of the coalition we currently represent, most of whom were
members of the earlier coalition, have therefore always been and continue to be supporters of
state regulation of charitable gaming and of the Commission.

Early this year, we were engaged by the Virginia Bingo Group to oppose House Bill No.
811 as initially introduced. As I am sure you recall, that legislation sought to define the term
"fair market rental value" as rent that did not exceed specified percentages of d qualified
orgamization's receipts from charitable gaming. In effect, the legislation would have imposed a
cap on rent that could be paid by an organization and received by a landlord. Moreover, the
proposed legislation, by tying the rent cap to gross receipts, clearly represented a 180 degree
departure from the wise policy determination embodied in the 1995 legislation that rent could not
be based upon or determined by the revenue derived from charitable gaming or the number of
participants. That policy was part of one of the major policy decisions made in the 1995
legislation, that landlords should have no involvement in charitable gaming other than as
landlords.

The impetus for House Bill No. 811 was the inability of several organizations in the
Hampton Roads area that conduct bingo on leased premises to achieve the level of use-of-
proceeds prescribed by the Commission's regulations. The apparent logic of the proposal was
that if rental expense could be reduced, an organization's ability to satisfy the use-of-proceeds
requirement should be enhanced. In our client's view, the reduction of any expense associated
with an organization's charitable gaming activity would have the same effect on its ability to
comply with the regulation. Also, obviously, any increase in an organization's charitable gaming
receipts would likewise enhance its ability to comply.

Working with the then Commission staff, we were successful in having the legislation
modified to permit time to study the issues enumerated in Enactment Clause 2 of the Act: (i) the
ways in which "fair market rental value" may be appropriately computed; (ii) the manner in
which rents are or should be reported to the Commission; and (jii) the nexus between rents, the
repo!-ting of rents and the ability of organizations to meet the Commission’s use-of-proceeds
requirements. '
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Three points for your consideration. (1) W _pr

current law prohibits the paving or recejving
more than fair market rental value. Since the 1995 legislation became effective, rents have been

limited to the "current fair market rental value" of the leased premises. Existing law clearly
provides that it is illegal for a charitable organization to pay or for a landlord to receive more
than a fair market rental value of the lease premises. This is exactly as it should be. It is a
requirement that is enforceable today by the Commission. Mr. Licberman, in a letter to Acting
Executive Secretary Lapekas dated July 10, 2000, offered the following definition of that term
which we believe should guide the Commission:

Fair market rental value is ... the price which one, exercising prudence and
intelligent judgment as to value, and unaffected by any compulsion, is willing to
pay for rent of a facility and which another, also exercising prudence and
intelligent judgment as to value, and unaffected by any compulsion, is willing to
accept as rent for a facility. There are many factors to be considered in
determining fair market rent, including, but not limited to, the location and
condition of the premises, the market demand for the facility, and the proceeds
anticipated by the tenant from the use of the facility.

(2) - - . L -
M Our client has provxded Comm1ssxon staff w1th the enclosed hstmg of 17 factors (m
addition to the amount of the rent paid by renting organizations) that, based on their many years
of experience as landlords, will have a significant impact on an organization's ability to comply
with the use-of-proceeds requirement. The most significant of those is average attendance. Each
- organization that proposes to engage in charitable gaming knows (or should know) the
approximate cost it will incur to engage in that activity. A certain average attendance ("critical
mass" if you will) will be necessary in order to cover its expenses and comply with the
Commission’s regulation. The ability to achieve that average attendance will, in tumn, be
determined by many of the same factors that enter into the parties’ determination of fair market
rental value; e.g., location, size of facility, amenities, day and time of session.

3) :
. An orgamzauon

that owns thc facxhty where it conducts chantab]e garmng does not have to trcat its mortgage
payments as an expense of charitable gaming. Instead, those mortgage payments are considered
to be a proper use of the proceeds of its charitable gaming activity. In and by itself, that is not an
inappropriate approach.
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The problem is that when an equally meritorious charitable organization that does not
own its facility pays rent in the same amount as the mortgage, that rent payment is treated as an
expense of charitable gaming, not as an appropriate use of proceeds for charitable purposes. In
other words, the rental costs of the facility paid by one charitable organization is an expense
because it does not own its facility, while the same amount paid out as a mortgage payment by
an identical organization that owns its facility is treated as use of charitable proceeds. You can
see why this makes it very difficult to compare with the use-of-proceeds requirements between.
organizations that own and those that do not own their facility.

We look forward to participation in the Commission's study we trust that each m.em-ber of
the Commission as well as Commission staff will not hesitate to call on us if we can assist it any

manner.

Sincerely yours,

Ralph L. "Bill" Axselle, Jr.

RLA, Jr./dc

cc:  Stanley J. Lapekas
Acting Executive Secretary

Steven Lieberman, Esquire
C. William Waechter, Jr., Esquire
The Virginia Bingo Group

EAWMCDLIB\BILLAXS\0655854.01
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10.
11.
12
13.
14.
I5.
16.

17.

FACTORS, IN ADDITION TO RENT PAYMENTS, THAT HAVE
A SIGNIFICANT IMPACT ON AN ORGANIZATION'S ABILITY
TO SATISFY THE USE-OF-PROCEEDS REQUIREMENT

Day of Week

Time of Day

Advertising and Promotions
Average Attendance

Location

Competition among games

A) Military Base Games
Experience and Business Capability of Volunteers
Number and skills of Volunteers
Integrity of Volunteers

Facility ~ Condition

Facility — Seating Capacity
Equipment at Game

Caller

Prices Charged

Program Payout

Demographics (per capita income)

Type of Player — Recreation or Serious
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