NATIONAL COUNCIL OF LEGISLATORS FROM GAMING STATES

COMMITTEE ON BINGO AND CHARITABLE GAMING
SAN DIEGO, CALIFORNIA
FRIDAY, JANUARY 6, 2006
DRAFT MINUTES


The Committee on Bingo and Charitable Gaming of the National Council of Legislators from Gaming States (NCLGS) met at the Hilton San Diego Resort in Mission Bay, California, on Friday, January 6, 2006, at 3:00 p.m. 
Senator Peter Brungardt from Kansas, Chair of the Committee, presided. 
Other members of the Committee present were:


Rep. Michael Caron CT

Rep. Helene Keeley, DE


Sen. Steven Geller, FL


Rep. Chris Sainato, PA


Rep. Tim Solobay, PA

Other legislators present were:


Rep. Vincent Lofink, DE


Rep. Bill Oberle, DE

Rep. Becky Hutchins, KS


Rep. John Evans, PA

Rep. Joe Atkins, MN


Rep. Sondra Erickson, MN


Sen. Richard Lerblance, OK
Others present were:


Susan Nolan, Nolan Associates, NCLGS Executive Director

MINUTES

The Committee voted unanimously to accept, as submitted, the minutes of its June 3, 2005, meeting in New Orleans, Louisiana.

CHARITABLE GAMING DECLINE/INCREASED COMPETITION
Mr. Chris Lilly, Commissioner of the Kentucky Department of Public Protection, said that while he was relatively new to the world of gaming, he had served as legislative staff when charitable gaming reform laws were passed in Kentucky.  He said that gaming, and particularly charitable gaming, is big business in Kentucky and in the United States.  He said that charitable gaming in Kentucky ranks between third and fifth in total gross handle, right after the Kentucky lottery and slightly before live raising handle, which is quite significant since Kentucky is thee horse racing capital of the world.   
Mr. Lilly said that there is a general sense that charitable gaming has been on the decline for the past few years.  He said that the National Association of Fundraising Ticket Manufacturers (NAFTM) has reported a decline from $7.8 billion in handle in 2002 to $7.45 billion at present, from reporting states.  He noted on the positive side that $7.45 billion is still big business.  He said that since this business is transacted in cash, it allows for a significant opportunity for spillage in reporting transactions.

Mr. Lilly noted that the economy in general has been in the doldrums for the past few years.  He said that since bingo and charitable gaming is a discretional social activity, as disposal income wanes folks can do without it.  
Mr. Lilly reported that the decline seems to be bottoming out, noting that NAFTM reports indicate a $300 million decline from 2002 to 2003 and $145 million from 2003 to 2004. 

Mr. Lilly said that other gaming activities compete with Kentucky charitable gaming, but that these markets seem to have matured.  He said that growth of land-based and other casinos on Kentucky borders, e.g., Illinois and Indiana, seems to have flat-lined.  

Mr. Lilly said that smoking bans have and will continue to impact charitable gaming handle across the country.  He reported that Kentucky had experienced a rash of smoking bans, resulting in a decline in handle in two major markets.  He said that a Jefferson County (Louisville) ban did not target charitable gaming, therefore did not impact it to any degree, but a total smoking ban in Lexington strongly impacted handle.   Mr. Lilly said that other states have faced similar challenges.  For example, he said, New York charitable gaming was impacted by a statewide smoking ban, combined with the advent of racinos. 

Mr. Lilly said that internet wagering also has affected charitable gaming.  He said the ability of an individual to wager at online facilities like www.poker.com, either for free or for profit, has impacted state gaming activity.  He said that it will take a concerted effort of NCLGS and others to come to grips with the online gaming issue. 
Mr. Lilly said that despite a fall in gross receipts from 2002 to 2004 of nearly $450 million, the amount that charities have kept to do their charitable work over that time has increased by seven million dollars.  He said that the industry has met the challenge to produce revenue for charities to use in their communities by utilizing better recordkeeping and enforcement.  He said that Kentucky has made a concerted effort to rid the state of ne’er-do-wells.
NEW CHARITABLE GAMING TECHNOLOGY

Mr. Lilly said that some states, in order to combat declines, are looking to tweak their charitable gaming laws to accommodate greater creativity in game design and newer technology.  He noted that those who attended the luncheon debate regarding Class II tribal gaming saw the definition of bingo get amazingly broad in regard to Indian gaming.  He said that a legislator in a state with Indian gaming would be hard-pressed to deny a hospice organization the same definition as that used by an Indian tribe.  He predicted that in those instances there could be a run to legislatures to use such a definition.
Mr. Lilly said that some states have tweaked statutory language to include linked games, where one or two bingo games in a night are linked by phone or satellite to facilitate a group game.  He said that other states have allowed electronic pull-tabs, which are an electronic representation of a paper pull-tab that play the same way, i.e., have a limited number of plays per deal, a very strict pay-out, and a way to determine the winner.   He said that these games are not all that different except for the machine or device on which they play.
Mr. Lilly said that Kentucky allows hand-held electronic bingo card-minding devices, but does not allow any machines that look like a slot machine or that have lights, bells or whistles.  He said that Kentucky legislatures will soon be approached by proponents of allowing familiar games to be played on a different devise.

Mr. Lilly said that other states have addressed declines by expanding the groups that are allowed to play, e.g., veterans and lodges, and the hours played, e.g., 24-hour play.
Mary Magnusson of NAFTM reported that regulators in some states with very restrictive laws governing bingo and pull-tabs in efforts to stem decline have allowed a little more creativity amongst the charities in games offered.  She said that the Texas Lottery Commission, which in 2001 had reported under $85 million generated from pull-tabs tweaked its rules in 2002 to allow not only conventional pull-tab tickets, but also two different types of games.  She said that one, called an “event ticket,” a conventional pull-tab game, played in context of a bingo game.  She said at the end of a night of bingo, a bingo ball is drawn and whoever has the matching ticket from the pull-tab game wins a jackpot prize.  She said a similar game, called a “seal card” game, provides an instant winner with a separate prize, typically larger that an average pull-tab prize.  She said that, as a result, the Texas Lottery Commission has reported that through 2005 charitable gaming revenue will exceed $200 million.  She said charities that were closing their doors are now able to keep their community and non-profit organizations running.  
Ms. Magnusson said that Virginia has initiated a similar game, “treasure chest,” which attaches a raffle to the game.  She said that these simple legislative fixes that can help charities that are struggling to raise the moneys that they need.

TEXAS HOLD’EM/OTHER COMPETITION
Mr. Lilly said that Texas Hold’em has taken the country by storm.  He said that college campuses are rife with these tournaments, some of which are sponsored by campus associations.  He said that Kentucky has established regulations for tournaments, such as requirements for a central bank and no cash on tables.  He said that Kentucky allows charities to hold only two a year, while individual citizens are holding Texas Hold’em games in their basements. He said that the law enforcement community position is that such individuals are not putting up their own money.  Mr. Lilly said that this scenario provokes debate over what comprises an illegal game, and that Kentucky is struggling with this question.  He said that Texas Hold’em has potential for great profits for charitable organizations, but it needs to be done right.  Mr. Lilly said Kentucky had a charity sign up for Texas Hold'em tournament and advertise a $10,000 grand prize, but only had 38 people show up, generating $3,000, which obviously causes problems.
Mr. Lilly talked about “stealth competition” in charitable gaming, noting that charitable gaming is one of its own biggest competitors.  He said that Louisville facilities, who are restricted by law from paying out over $5,000 a night, are complaining that they are losing $1,000 to $2,000 a night on bingo games.  He said they are only charging five dollars per ticket to compete with a charity across the way, making it impossible for them to make money on a pack of bingo paper.  He said that the charities themselves have to take a hard look at how they are playing their games and what their particular market is, which he believes they are doing at present.
Sen. Geller commented that he believed that states like Florida and California would incur substantial opposition to charities being allowed to facilitate Texas Hold’em, as these states realize taxes from licensed card room operators.  He said that he had a second and larger concern that charitable groups may not have the sophistication to develop a responsible gaming program, which was stressed as necessary, particularly in relation to Texas Hold’em, at the previously held NCLGS Responsible Gaming Committee.   

Mr. Lilly said that legislation has been filed in Kentucky that proposes to take part of the charitable gaming fees to put into a problem gaming fund.  He said that as a regulator he agrees that they need to be funded, but that in Kentucky there is no tax on gaming, and all that is charged is a fee to regulate the gaming, which is one-half percent of gross handle.  He said that to take a percentage of this fee probably would be unconstitutional and it would hamper his ability to regulate the activity.
Ms. Magnusson said that Texas Hold’em is everywhere.  She said that legislators will have to grapple with its existence and determine whether they want it in an environment where it can be licensed and regulated, or in an unregulated one.  She said that a law enforcement nightmare exists in places where there is no oversight.    She said that in order to regulate Texas Hold’em, some states are putting it in the realm of charitable gaming.
Rep. Oberle said that the Delaware General Assembly last year legalized Texas Hold’em for charitable gaming purposes.  He said that the game is heavily structured and regulated.  He said that he did not support the legislation and amended it to require the organizations holding the events to work with the Delaware Council on Gambling Disorders and to prominently display the Council’s number and literature.  Rep. Oberle said the situation was ironic, because charitable gaming groups appealed to the legislature because the slots took away their fundraising ability and noted that it is now almost self-perpetuating.

Mr. Lilly said that sometimes charitable gaming organizations lose sight of the fact that their purpose is to run games for charitable purposes, and if they can’t do that, they should not be in business.  He said that Kentucky has instituted a rule that requires organizations in order to facilitate gaming to give 40 percent of their proceeds to their noted charity.
ILLEGAL GAMBLING DEVICES

Mr. Lilly said, as a follow-up to his NCLGS summer meeting report, that he is working with the Kentucky Justice Department on legislation that would basically say that any gaming devise is illegal except those allowed in statutory language.  
Mr. Lilly said this legislation is being drafted because state law enforcement is having an exceedingly hard time under the current statutory scheme in determining the intent of machines such as found in convenience stores and truck stops.  He said in order to judge them, law enforcement officials have to play them and win, and no one has ever won.  He said that Kentucky has confiscated over four hundred machines and haven’t gotten a conviction yet.  Mr. Lilly said that Kentucky would probably allow bowling machines and ski ball machines, machines that give equal value for money spent.  He said that Kentucky is struggling with the crane games.  He said that some machines have a devise or software that can override the talent of the player, which would disallow it as a skill machine. 
Mr. Lilly said that it is difficult to put this into statutory language, but hoped that he would be able to report on its success at the NCLGS Summer Meeting.

ADJOURNMENT


There being no further business, the meeting adjourned at 4:00 p.m.  
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