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TITLE 11. GAMING

CHARITABLE GAMING BOARD

Title of Regulation:  11 VAC 15-31. Supplier Regulations (amending 11 VAC 15-31-10, 11 VAC 15-31-20, 11 VAC 15-31-30, 11 VAC 15-31-50, 11 VAC 15-31-60).

Statutory Authority:  §§ 2.2-2456, 18.2-340.15, 18.2-340.19 and 18.2-340.34 of the Code of Virginia.
Public Hearing Date:  N/A -- Public comments may be submitted until June 3, 2005.
(See Calendar of Events section

for additional information)

Agency Contact:  Clyde E. Cristman, Director, James Monroe Building, 101 N. 14th Street, 17th Floor, Richmond, VA 23219-3684, telephone (804) 371-0603, FAX (804) 786-1079, or e-mail clyde.cristman@dcg.virginia.gov.

Basis:  Section 18.2-340.15 of the Code of Virginia provides that the department is vested with control of all charitable gaming in the Commonwealth and that the board shall have the power to prescribe regulations and conditions under which such gaming is authorized.

Section 2.2-2456 of the Code of Virginia sets forth the duties of the Charitable Gaming Board and general authority for the board to adopt regulations. Section 2.2-2456 provides that the board shall promulgate regulations not inconsistent with the laws of Virginia necessary to carry out the provisions of Article 19 (§ 2.2-2455 et seq.) of Chapter 24 and the provisions of Article 1.1:1 (§ 18.2-340.15 et seq.) of Chapter 8 of Title 18.2 of the Code of Virginia. Such regulations may include penalties for violations.

Section 18.2-340.19 of the Code of Virginia provides the board specific authority to prescribe regulations and conditions under which charitable gaming is authorized.

Section 18.2-340.34 of the Code of Virginia provides the board authority to prescribe by regulation reasonable criteria consistent with the provisions of this article for the registration of suppliers.

The fifth enactment of Chapter 884 of the 2003 Acts of Assembly provides, "That the Charitable Gaming Board shall examine regulations, including the computation and percentage of gross receipts that are required to be used for charitable purposes by qualified organizations and provide a report to the Governor and the 2004 session of the General Assembly.  The report shall include the board's plans regarding regulatory action on these issues, and anticipated timetable for such action."
The required report, which was submitted on December 2, 2003, concluded:  "The board concurs that a comprehensive revision to the Charitable Gaming Rules and Regulations and the Supplier Regulations is needed…"  The board reported an anticipated timetable for the process to amend the regulations as approximately 18 months to complete, occurring between June 2004 and January 2006.
Purpose:  The 2003 General Assembly (Chapter 884, 2003 Acts of Assembly) created the Department of Charitable Gaming (the department) and the Charitable Gaming Board (the board) to replace the former Charitable Gaming Commission (the commission).  The current Supplier Regulations were adopted by the former commission and became effective January 1, 1998.  They include many references to the commission, which no longer exists, as well as other statutes that have since been amended.  The goal of the amended regulations is to simplify and clarify the regulations while also making them consistent with current statutes.  While mandated by § 18.2-340.34 B of the Code of Virginia, the promulgation of the Supplier Regulations also protects the public safety and welfare by preventing fraud and theft of funds raised for charitable purposes and preventing abuse of charitable gaming.

Substance:  The regulations contain 42 references to the former Charitable Gaming Commission that are proposed to be changed to the Department of Charitable Gaming or Charitable Gaming Board where appropriate and consistent with the statute.  Several definitions are proposed to be updated and clarified.  The regulations have also been amended where necessary to be consistent with the proposed Charitable Gaming Rules and Regulations (11 VAC 15-22).  The Charitable Gaming fiscal year is proposed to be changed from the current fiscal year of October 1 to September 30 to now be consistent with the calendar year.

Issues:  The primary advantage to the public is that through consistent and effective regulation, the public will be able to participate in bingo, instant bingo and raffles that provide funding for charitable organizations while ensuring that the highest level of integrity is maintained. This will protect the public from fraud while increasing the funding for charity.  Clarified regulations should also benefit those businesses that are registered with the department as required by law by making it easier to understand and comply with the regulations.  There are no disadvantages to the public or the businesses in the proposed regulations.

The primary advantage to the Commonwealth is that the department will be more efficient in audit and control of permitted gaming activities and better able to detect and prosecute fraud, theft and other irregularities.  There are no disadvantages to the Commonwealth in the proposed regulations.

The regulated community should benefit from regulations that are clearer and more concise, and therefore more easily complied with.  The regulated community may see some additional recordkeeping and reporting requirements that are necessary for the privilege of delivering supplies to gaming operations.

Department of Planning and Budget's Economic Impact Analysis:  The Department of Planning and Budget (DPB) has analyzed the economic impact of this proposed regulation in accordance with § 2.2-4007 H of the Administrative Process Act and Executive Order Number 21 (02).  Section 2.2-4007 H requires that such economic impact analyses include, but need not be limited to, the projected number of businesses or other entities to whom the regulation would apply, the identity of any localities and types of businesses or other entities particularly affected, the projected number of persons and employment positions to be affected, the projected costs to affected businesses or entities to implement or comply with the regulation, and the impact on the use and value of private property.  The analysis presented below represents DPB's best estimate of these economic impacts.

Summary of the proposed regulation.  Section 18.2-340.15 of the Code of Virginia provides the Charitable Gaming Board (board) with the power to prescribe regulations and conditions under which gaming is conducted such that it is conducted in a manner consistent with the purpose for which it is permitted.  It also vests the Department of Charitable Gaming (DCG) with control of all charitable gaming in the Commonwealth.  Chapter 884 of the 2004 Acts of Assembly required that the board examine existing charitable gaming regulations and provide a report to the Governor and the 2004 Session of the General Assembly.  The report was required to include the board's plan regarding any regulatory action and the anticipated timetable for such action.  The report, which was submitted on December 2, 2003, concurred that a comprehensive revision to the Charitable Gaming Rules and Regulations and the Supplier Regulations was needed.

The proposed regulation (1) imposes additional testing requirements on manufacturers of pull tab and instant bingo machines, (2) prohibits suppliers, supplier agents, and employees of the supplier from participating in gaming conducted by the supplier’s customers, (3) reduces the maximum number of card faces that can be played per game on an electronic bingo machine from 72 to 54, and (4) includes a number of changes intended to improve enforcement and implementation of the regulation.  In addition, the proposed regulation modifies some of the requirements relating to the manufacture of electronic bingo devices; eliminates the provision allowing for the issuance of provisional supplier certificates; establishes requirements for Lucky Seven, a new variation of bingo; and changes the fiscal year for reporting purposes from October 1 through September 30 to the calendar year.

The proposed regulation also adds new definitions, deletes unnecessary definitions, and modifies existing ones.  According to DCG, these changes are not likely to significantly alter current practice.  The proposed regulation also includes a number of changes that make the regulation consistent with current practice and technology.  Other changes make the regulation consistent with federal requirements and with the Code of Virginia.  Finally, the proposed regulation also includes a number of other changes that clarify aspects of the regulation, remove redundant language, and make it more streamlined.

Estimated economic impact.  (1) The proposed regulation imposes additional testing requirements on manufacturers of pull tab and instant bingo machines.  Manufacturers will be required to have a sample machine tested and approved by a testing facility recognized by DCG prior to supplying any new machines for use in charitable gaming.  The cost of the additional testing is to be met by the manufacturer.

The proposed change is likely to produce costs and benefits.  DCG estimates that the cost of meeting the additional testing requirement is approximately $2,000.  However, the agency believes that most new machines being introduced in Virginia are likely to have already been tested for use in other states.1  In instances when this is not the case, DCG believes that the additional costs are not likely to be very burdensome as manufacturers stand to make millions of dollars through use of these machines.  The proposed requirement is consistent with national standards recently adopted by the Electronic Bingo Manufacturers Association.  Reliable estimates of the number of new pull tab and instant bingo machines introduced in Virginia each year and of the fraction of these machines that would require additional testing are not available.  The benefits of the proposed change accrue from better enforcement of rules and regulations and laws relating to the conduct of charitable gaming in Virginia.  Additional testing will ensure that pull tab and instant bingo machines are in compliance with all requirements and that charitable gaming in Virginia is conducted in a manner such that the risk of fraud and theft to the public is reduced to the minimum level possible.  Manufacturers are also likely to benefit from eliminating any appearance of impropriety in the manufacture and sale of these machines.  An estimate of the benefits associated with the proposed change is not possible at this time.  Such a calculation would require an estimation of the reduction in risk of fraud or improper conduct in the use of pull tab and instant bingo machines from implementing the proposed change.  As neither the costs nor the benefits can be reliably estimated, a precise estimate of the net economic impact of the proposed change is also not possible at this time.

(2) The proposed regulation prohibits suppliers, supplier agents, and employees of the supplier from participating in gaming conducted by the supplier’s customers.  Under the existing regulation, suppliers, supplier agents, and employees are only prohibited from being involved in the management, operation, and conduct of charitable gaming conducted by the supplier’s customers.  The proposed regulation will also prohibit them from participating in charitable gaming conducted by customers.

According to DCG, there have been problems in the past with regard to the participation of suppliers in charitable gaming conducted by a supplier’s customer.  The agency has received a number of complaints regarding this issue from other individuals participating in the game.  Involvement of the supplier, the supplier’s agent, or employees lead some of the other participants to call into question the integrity of the game, i.e., the potential for cheating.  The proposed change is intended to address such complaints and remove any appearance of impropriety associated with supplier participation in these games.  To the extent that the proposed change reduces the risk of fraud and impropriety in the conduct of charitable gaming, it is likely to produce some economic benefits.  The net economic impact will depend on whether these benefits are greater than or less than the economic cost associated with the restriction on participation.  The economic costs include the loss of welfare to suppliers from not being able to participate in charitable gaming to the extent that they are currently allowed and the impact of the participation restriction on charitable gaming revenues.  While precise estimates of the costs and the benefits are not possible at this time, neither is likely to be very large.  Thus, the overall economic impact of the proposed change is not likely to be very large.

(3) The proposed regulation reduces the maximum number of card faces that can be played per game on an electronic bingo machine from 72 to 54.  Reducing the maximum number of card faces, in turn, reduces the chances of an individual winning and receiving a payout.  According to DCG, the proposed change is intended to level the playing field between paper and electronic players.  A good paper player can play up to 36 card faces simultaneously.  By being able to play a larger number of card faces during a game, electronic bingo players have a higher probability of winning.  However, reducing the maximum number of card faces from 72 to 54 is not likely to achieve much by way of leveling the playing field.  Electronic bingo players are likely to continue to have an advantage over paper players.  At the same time, reducing the likelihood of a payout using for electronic bingo players could discourage people from playing and, consequently, have a negative impact on charitable gaming proceeds.  Organizations currently using and manufacturers currently supplying machines with a maximum 72 card faces will incur additional costs associated with replacing or modifying their equipment to comply with the proposed change.

However, any negative economic impact is likely to be small.  According to DCG, a maximum of 54 card faces is the national standard.  The agency estimates that less than 2.0% of charitable gaming organizations will be affected by the proposed change.  Moreover, according to the agency, the cost to suppliers of making the change is likely to be minimal.  Regulation requires that the games be loaded onto the computers onsite, usually just before the game begins.  The proposed change will simply require 54 instead of 72 games being loaded.  Given the limited number of organizations offering games with 72 card faces, the costs associated with the proposed change, both in terms of discouraging people from playing and having to replace or modify equipment, is likely to be small.

(4) The proposed regulation includes a number of changes that are intended to improve enforcement and implementation of the regulation.  Some of these changes include more extensive recordkeeping and reporting requirements, including maintaining and reporting additional sales information and obtaining written statements from buyers who are not permitted or authorized to conduct charitable gaming activities that they do not intend to use the supplies for purposes of charitable gaming or unlawful gambling and keeping it on record for three years.  In addition, suppliers are required to be authorized to conduct business in Virginia2.  They are also required to notify DCG within 20 days in the event of any legal or administrative action against them relating to charitable gaming or the distribution of charitable gaming supplies and to ensure that serial numbers on disposable bingo papers are not repeated for three years.3  However, not all the proposed changes are likely to impose additional costs.  Many, such as online reporting and additional flexibility in the payment for gaming supplies, are intended to streamline the process and make it less burdensome.

DCG believes that any increase in costs is likely to be counterbalanced by changes that streamline the process and make it more efficient.  Neither the costs nor the benefits of the proposed change appear to be very large.  Thus, the overall economic impact of the proposed changes is not likely to be very large.

The proposed regulation makes a number of other changes.  However, these changes are not likely to have significant economic impact.

· The proposed regulation modifies some requirements relating to the manufacture of electronic bingo devices.  However, these modifications are not likely to have a significant economic impact as they are consistent with the criteria that the industry has set for itself.  In fact, the Electronic Bingo Manufacturers Association recommended the modifications.

· The proposed regulation eliminates the provision allowing for the issuance of provisional supplier certificates.  The existing regulation allows for the issuance of provisional certificates valid for up to 180 days pending completion of the background investigation.  However, no need has been felt for provisional certificates and none have been issued since 2002.

· The proposed regulation establishes requirements for Lucky Seven, a new variation of bingo.  However, Lucky Seven games are currently being played in Virginia and the requirements established in the regulation are not expected to alter current practice.

· The proposed regulation changes the fiscal year for reporting purposes from October 1 through September 30 to the calendar year, i.e., January 1 through December 31.  The change is intended to make the reporting process consistent with the state’s budgeting process.  According to DCG, currently budget projections of revenues from charitable gaming are based on just three months of actual data (July through October).  After the proposed change, six months of actual data (July through December) will be available to the agency when making these projections.  Moreover, the agency believes that consistency between the reporting period for charitable gaming and the reporting period for tax purposes will reduce confusion among the regulated community and streamline the entire process.  To the extent the proposed change achieves these objectives, it is likely to produce some small economic benefits.

Businesses and entities affected.  The proposed regulation affects certified charitable gaming suppliers.  According to DCG, there currently are 22 charitable gaming suppliers operating in Virginia.
Localities particularly affected.  The proposed regulation applies to all localities in the Commonwealth.

Projected impact on employment.  The proposed regulation is not likely to have a significant impact on employment in Virginia.

Effects on the use and value of private property.  The net impact of the proposed changes on the use and value of private property is not clear.  For example, manufacturers of pull tab and instant bingo machines may have to undertake additional testing of their machines.  This is likely to increase operating costs and reduce asset values.  However, the additional testing is likely to remove any appearance of impropriety and increase the confidence of the public in these machines.  This, in turn, could increase revenues for suppliers and have a positive impact on their asset values.  The net effect of the proposed regulation will depend on the relative magnitude of the costs and the benefits associated with each of the proposed changes.  While a precise determination of the magnitudes and, hence of the net effect, is not possible at this time, the overall impact of the proposed regulation on the use and value of private property is not likely to be very large.

Agency's Response to the Department of Planning and Budget's Economic Impact Analysis:  The Department of Charitable Gaming has reviewed the Economic Impact Analysis prepared by the Department of Planning and Budget with regard to the proposed changes to the Supplier Regulations (11 VAC 15-31) and we take no exception to the report.

Summary:

The proposed amendments (i) impose additional testing requirements on manufacturers of pull-tab and instant bingo machines; (ii) prohibit suppliers, supplier agents, and employees of the supplier from participating in gaming conducted by the supplier’s customers; (iii) reduce the maximum number of card faces that can be played per game on an electronic bingo machine from 72 to 54; (iv) clarify and add new definitions; (v) make technical adjustments to conform the regulation to federal requirements and the Code of Virginia; (vi) adjust requirements based on current law and industry standards; (vii) modify some of the requirements relating to the manufacture of electronic bingo devices; (viii) eliminate the provision allowing for the issuance of provisional supplier certificates; (ix) establish requirements for Lucky Seven, a new variation of bingo; (x) change the fiscal year for reporting purposes from October 1 through September 30 to the calendar year; and (xi) make other changes to conform the regulation to current practice and technology.
11 VAC 15-31-10. Definitions.

In addition to the definitions contained in § 18.2-340.16 of the Code of Virginia, the words and terms 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 registration certificate application or the most recent address on the commission files.
"Agent" means any person authorized by a supplier to act for or in place of such supplier.

"Board" means the Virginia Charitable Gaming Board.

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

"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 nonreusable bingo card constructed to conceal the card face.  This type of card is commonly referred to under trade names such as "Tear-open," or "Bonanza Bingo," "Bullseye" and "Fortune Card."
"Conduct" means the actions associated with the provisions of a gaming operation during and immediately before or after the permitted activity, which may include, but not be limited to (i) selling bingo cards or packs, electronic devices, instant bingo or pull-tab cards, or raffle tickets; (ii) calling bingo games; (iii) distributing prizes; or (iv) any other services provided by volunteer workers.

"DCG number" means a unique identification number issued by the department.

"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 raffle or seal cards with the same serial number.
"Department" means the Virginia Department of Charitable Gaming.

"Designator" means an object used in the number selection process, such as a ping-pong ball, upon which bingo letters and numbers are imprinted.
"Director" means the Director of the Virginia Department of Charitable Gaming.

"Disposable paper card" means a nonreusable paper bingo card manufactured with preprinted numbers.

"Electronic bingo device" means an electronic device which that uses proprietary software or hardware, or is used in conjunction with commonly available software and computers, to displays display 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 preprogrammed software for this purpose.

"Equipment and video systems" includes equipment which facilitates the conduct of charitable gaming 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 12-month period beginning October January 1 and ending December 31 of any given year and ending September 30 of the following year.

"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, serial number, 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 number" or "face number" means the number generally printed in the center space of a bingo card that identifies the unique pattern 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 parent, son, daughter child, brother, sister sibling, grandchild, grandparent, mother‑in‑law, or father-in-law or stepchild.

"Interested parties persons" means 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 of a gaming operation, which may include, but not be limited to, the responsibilities of applying for and maintaining a permit or authorization; compiling, submitting and maintaining required records and financial reports; and ensuring that all aspects of the operation are in compliance with all applicable statutes and regulations.

"Manufacturer" means a person who or entity that assembles from raw materials or subparts a completed piece of bingo or other charitable gaming equipment or supplies. "Manufacturer" also means a person who or entity that 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.

"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 activities associated with production of a charitable gaming activity, which may include, but not be limited to (i) the direct on-site supervision of the conduct of charitable gaming, (ii) coordination of volunteers, or (iii) all responsibilities of charitable gaming designated by the organization’s management.

"Owner" means any individual with financial interest of 10% or more in a supplier.

"Packet" "Pack" means sheets of bingo paper or electronic facsimiles assembled in the order of games to be played.  This may or may not include specials, winner‑take‑alls and jackpots but shall not include any winner-take-all, Lucky Seven or raffle.

"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 manually or mechanically operated device 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, each electronic bingo device or each door prize ticket.

"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.
11 VAC 15-31-20. Suppliers of charitable gaming supplies: application, qualifications, suspension, revocation or refusal to renew certificate; maintenance and production of records.

A. Prior to providing any charitable gaming supplies, a supplier shall submit an application on a form prescribed by the commission department and receive a registration certificate.  A $500 application fee payable to the Treasurer of Virginia is required.  Provisional registration certificates valid for no more than 180 days may be issued by the commission if the background investigation is not completed.  In addition, a supplier must be authorized to conduct business in the Commonwealth of Virginia, which may include, but not be limited to, registration with the State Corporation Commission, the Department of Taxation, and the Virginia Employment Commission.  The actual cost of background investigations for a registration certificate may be billed by the commission department to an applicant.  The commission department shall act on an application within 90 days of the date of the application.

B. The commission department may refuse to register a supplier or may suspend or revoke a registration certificate if an officer, director, employee, agent or owner:

1. Is operating without a valid license, permit or certificate as a supplier or manufacturer in any state in the United States;

2. Fails or refuses to recall a product as directed by the commission department;

3. Conducts business with unauthorized entities or is not authorized to conduct business in the Commonwealth of Virginia;

4. Has been convicted of a crime of moral turpitude or has violated the gambling laws of any state or province in the United States or Canada or pleaded nolo contendere to any crime as specified by § 18.2-340.34 B of the Code of Virginia; has had any license, permit certificate or other authority related to activities defined as charitable gaming in the Commonwealth suspended or revoked in the Commonwealth in any other jurisdiction; or has 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.  As this provision relates to employees or agents, it shall only apply to individuals involved in sales to or solicitations of customers in the Commonwealth of Virginia; or
5. Fails to notify the department within 20 days of the occurrence, knowledge, or receipt of the filing of any administrative or legal action relating to charitable gaming or the distribution of charitable gaming supplies involving  or concerning the supplier, any officers or directors, employees, agent, or owner during the term of its registration certificate;

6. Fails to provide to the department upon request a current Letter for Company Registration on file with the U.S. Department of Justice - Gambling Devices Registration Unit, if required in accordance with The Gambling Devices Act of 1962, 15 USC §§ 1171-1178, for any device that it sells, distributes, services or maintains in the Commonwealth of Virginia; or

5. 7. Has been engaged in conduct that would compromise the commission's department's objective of maintaining the highest level of integrity in charitable gaming.

C. A supplier shall not sell, offer to sell or otherwise provide charitable gaming supplies for use by anyone in the Commonwealth of Virginia other than to an organization with a permit or exemption number authorization from the commission department or another registered supplier.  However, a supplier may:

1. Sell charitable gaming supplies to an organization which that expects to gross less than $25,000 or less in a fiscal year any 12-month period, providing that the amount of such purchase would not be reasonably expected to produce more than $25,000 in gross sales.  For each such organization, the supplier shall maintain the name, address and telephone number.  The supplier shall also obtain a written and signed statement from an officer or game manager of such organization confirming that gross receipts are expected to be less than $25,000 or less. Such statement shall be dated and kept on file for three years from the end of a fiscal year.

2. Sell bingo cards, and paper and related supplies to persons or entities other than qualified organizations provided such supplies shall not be sold or otherwise provided for use in charitable gaming activities regulated by the commission department or in unlawful gambling activities.  For each such sale, the supplier shall maintain the name, address and telephone number of the purchaser.  The supplier shall also obtain a written statement from the purchaser verifying that such supplies will not be used in charitable gaming or any unlawful gambling activity. Such statement shall be dated and kept on file for three years from the end of a fiscal year.  Payment for such sales in excess of $50 shall be accepted in the form of a check.  Suppliers shall maintain records of these sales and provide them to the commission upon request.
3. Sell pull-tabs and seal cards to organizations for use 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 as authorized by § 18.2-340.26:1 of the Code of Virginia.  Each such sale shall be accounted for separately and the accompanying invoice shall be clearly marked: "For Use in Social Quarters Only."

All such sales shall be documented pursuant to subsection H of this section and reported to the department pursuant to subsection J of this section.  This provision shall not apply to the sale to landlords of equipment and video systems as defined in this chapter.  Equipment and video systems shall not include dispensing devices and electronic bingo devices.

D. A supplier shall not sell, offer to sell or otherwise provide charitable gaming supplies to any individual or organization in the Commonwealth of Virginia unless the charitable gaming supplies are purchased or obtained from a manufacturer or another registered supplier.  No supplier shall accept payment for the sale of charitable gaming supplies in the Commonwealth except by a check drawn on the charitable gaming or general fund account.  This requirement shall not apply to sales of $50 or less made under subdivision C 2 of this section and to sales by one registered supplier to another.  Suppliers may take back for credit and resell supplies received from an organization with a permit or exempt authorization which has ceased charitable gaming or is returning supplies not needed.

E. No supplier, supplier's agent, or employee, member of the supplier's immediate family or person residing in the same household as a supplier may be involved in the management, operation or conduct of charitable gaming of any customer of the supplier in the Commonwealth of Virginia.  No member of a supplier’s immediate family or person residing in the same household as a supplier may be involved in the management, operation or conduct of charitable gaming of any customer of the supplier in the Commonwealth of Virginia.  No supplier, supplier’s agent or employee may participate in any charitable gaming of any customer of the supplier in the Commonwealth of Virginia.  For the purposes of this regulation, servicing of electronic devices shall not be considered conduct or participation.

F. The commission department shall conduct a background investigation prior to the issuance of a certificate to any supplier.  The investigation may include, but shall not be limited to, the following:

1. A search of the Virginia Central Criminal Records Exchange (CCRE) on all officers, directors and owners; and
2. Verification of current compliance with Commonwealth of Virginia state tax laws.;and
3. If the officers, directors or owners are domiciled outside of the Commonwealth of Virginia, or have resided in the Commonwealth of Virginia for fewer than five years, a criminal history search conducted by the appropriate authority in any state in which they have resided during the previous five years shall be provided by the applicant.

G. Appropriate information and authorizations shall be provided to the commission department to verify information cited in subsection F of this section.

H. Suppliers shall document each sale or rental of charitable gaming supplies to an organization in the Commonwealth of Virginia on an invoice which reflects the following:

1. Name and address of the organization;

2. Date of sale or rental and location where bingo supplies are shipped if different from the billing address;

3. Name, form number and serial number of each deal of instant bingo or pull-tab raffle cards or bundles and the number of cards in each deal;

4. Quantity of deals sold, the organization's cost per deal and , the selling price per card, the cash take-in per deal and the cash payout per deal;

5. Serial number of the top sheet in each packet pack of disposable bingo paper, the number of sheets in each packet pack or pad, the cut and color and the number of packs or pads sold;

6. Serial number for each series of uncollated bingo paper and the number of sheets sold;

7. Detailed information concerning the type, quantity and individual price of any other charitable gaming supplies or related items including, but not limited to, concealed face bingo cards, hard cards, markers or daubers and refills, or any other merchandise.  For concealed face bingo cards, the number of sets, price per set and the serial number of each set shall be included; and

8. Any type of equipment, device or product manufactured for or intended to be used in the conduct of charitable games including, but not limited to, designators, designator receptacles, number display boards, selection devices, dispensing machines and verification devices.

I. Suppliers shall ensure that two copies of the detailed invoice are provided to the customer for each sale of charitable gaming supplies.

J. Each supplier shall provide a report to the commission department by January March 1 of each year on sales of charitable gaming supplies for the fiscal year ending September 30 December 31 of the previous year to each organization in the Commonwealth of Virginia.  Reports shall include the name and address of each organization;  its CGC number;  the sales (in dollars) of bingo paper, instant bingo cards, pull‑tabs, seal cards, daubers, tape and other supplies;  and rental fees and sales of electronic bingo devices.  For sales of instant bingo cards, pull‑tabs and seal cards, the records shall also indicate the name, form number, selling price per ticket and serial number of each deal or box of instant bingo or pull‑tab raffle cards and the number of tickets in each deal.  This report may shall be provided to the commission department on paper, computer disk or other commission department-approved media.  The report shall include the name and address of each organization and the following information for each sale or transaction:

1. Bingo paper sales including purchase price, description of paper to include number of sheets in pack and number of faces on sheet, quantity of single sheets or packs shipped;

2. Deals of instant bingo, pull-tabs, seal cards, or any other raffle sales including purchase price, deal name, deal form number, number of tickets in deal, ticket price, cash take-in per deal, cash payout per deal, and number of deals;

3. Electronic bingo device sales including purchase or rental price and number of units; and

4. Sales of miscellaneous items such as daubers, markers, and other merchandise including purchase price, description of product, and number of units.

K. The commission department shall have the right to set manufacturing and testing criteria for all electronic bingo devices and mechanical other equipment used in the conduct of charitable gaming.  An electronic bingo device shall not be sold, leased or otherwise furnished to any person in the Commonwealth of Virginia for use in the conduct of charitable gaming until an identical sample device containing identical proprietary software has been approved by a testing facility that has been formally recognized by the department as a testing facility that upholds the standards of integrity established by the department.  The testing facility must certify that the device conforms, at a minimum, to the restrictions and conditions set forth in these regulations.  Once the testing facility reports the test results to the department, the department will either approve or disapprove the submission and inform the manufacturer of the results within 10 business days.  If any such equipment does not meet the department's criteria, it shall be recalled and shall not be distributed in the Commonwealth of Virginia.  The cost of testing shall be borne by the manufacturer of such equipment.

L. Commission Department employees or agents shall have the right to inspect all electronic and mechanical equipment used in the conduct of charitable gaming.

M. Suppliers, their agents and employees, members of the supplier's immediate family or persons residing in their household shall not make any loan directly or indirectly to any organization or officer, director, game manager or entity involved in the management, operation or conduct of charitable gaming of a supplier's customer located in the Commonwealth of Virginia.

N. No supplier or , supplier's agent or employee shall directly or indirectly provide a rebate, discount or refund to any person other than an organization which purchases supplies or leases or purchases equipment from the supplier.  All such transactions shall be recorded on the supplier's account books.

O. A supplier shall not rent, sell or otherwise provide electronic bingo devices unless he possesses a valid registration certificate in the Commonwealth of Virginia.

P. A written agreement specifying the terms of lease or rental shall be required for any electronic bingo devices provided to an organization.
11 VAC 15-31-30. Construction and other standards for bingo, instant bingo, pull-tabs, raffles; electronic bingo devices and pull-tab dispensers.

A. No supplier shall knowingly sell or otherwise provide to an organization and no organization shall knowingly use bingo supplies unless they conform to the following construction standards:

1. Disposable paper sold shall be of sufficient weight and quality to allow for clearly readable numbers and to prevent ink from spreading, bleeding or otherwise obscuring other numbers or cards.

2. Each sheet of disposable bingo paper shall be comprised of cards bearing a serial number.  No serial number shall be repeated on or in the same style, series and color of cards within a one-year three-year period.

3. Disposable bingo paper assembled in books or packets packs shall not be separated except for single-sheet specials.  This provision does not apply to two-part cards on which numbers are filled by players and one part is separated and provided to an organization for verification purposes.

4. Each carton unit of disposable bingo paper shall have an exterior label listing the following information:

a. Type Description of product;

b. Number of booklets packs or loose sheets;

c. Series numbers;

d. Serial number of the top sheet;

e. Number of cases;

f. Cut of paper; and

g. Color of paper.

5. "Lucky Seven" bingo cards or electronic facsimiles thereof shall have a single face where seven numbers shall be chosen.  "Lucky Seven" sheets or electronic facsimiles thereof shall have multiple faces where seven numbers shall be chosen per face.

B. No supplier shall knowingly sell or otherwise provide to an organization and no organization shall knowingly use instant bingo, pull-tab or seal cards unless they conform to the following construction standards:

1. Cards shall be constructed so that concealed numbers, symbols or winner protection features cannot be viewed or determined from the outside of the card by using a high intensity lamp of 500 watts, with or without utilizing a focusing lens.

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

3. Each card in a deal shall bear the same serial number.  Only one serial number shall be used in a deal.  No serial number used in a deal shall be repeated by the same manufacturer on that same manufacturer's form within a three‑year period.  The flare of each deal shall accompany the deal and shall have affixed to it the same serial number as the tickets in such deal.

4. Numbers or symbols on cards shall be fully visible in the window and shall be placed so that no part of a number or symbol remains covered when the tab is removed.

5. Window slits on each card shall be perforated on the three cut sides.  Cards shall be glued on all four edges and between around each window.  Glue shall be of sufficient strength and type to prevent the undetectable separation or delamination of the card.  For banded tickets, the glue must be of sufficient strength and quality to prevent the separation of the band from the ticket.
6. The following minimum information shall be printed on a card:

a. Break open pull-tab, instant bingo cards:

(1) Name of the manufacturer or its distinctive logo;

(2) Name of the game;

(3) Manufacturer's form number;

(4) Price per individual card or bundle, unless accompanied by a manufacturer's preprinted publicly posted flare with that information;

(5) Unique minimum five-digit game serial number printed on the game information side of the card; and

(6) Number of winners and respective winning number or symbols and specific prize amounts, unless accompanied by a manufacturer's preprinted publicly posted flare with that information.

b. Banded pull-tabs:

(1) Manufacturer;

(2) Serial number and price per individual bundle; and

(3) Number of winners and respective winning numbers or symbols and prize amounts, or a manufacturer's preprinted publicly posted flare giving that information.

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

C. No organization shall use raffle tickets (other than pull-tab cards) independent of a bingo game unless they conform to the following construction standards:

1. Each ticket shall have a detachable section and shall be consecutively numbered.

2. Each section of a ticket shall bear the same number.  The section retained by the organization shall provide space for the purchaser's name, complete address and telephone number.

3. The following information shall be printed on the purchaser's section of each ticket:

a. Dates and times of drawings;

b. Locations of the drawings;

c. Name of the charitable organization conducting the raffle;

d. Price of the ticket;

e. Charitable gaming Commission permit or exemption authorization number; and

f. Prizes.

D. Electronic bingo.

1. At any time, The commission department, at its discretion, may require additional testing at the manufacturer's expense of electronic bingo devices at any time as a condition of use.  Such additional testing shall be at the manufacturer’s expense and shall be a condition of the continued use of such device.
2. All electronic bingo devices shall use proprietary software and hardware or commonly available software and computers and shall be programmed or enabled for play on the premises where the game is to be played.

3. Each electronic bingo device shall have a unique identification number permanently coded into the software of such device.  Manufacturers of electronic bingo devices shall employ sufficient security safeguards in designing and manufacturing the devices such that it may be verified that all proprietary software components are authentic copies of the approved software components and all functioning components of the device are operating with identical copies of approved software programs.   The device must also have sufficient security safeguards so that any restrictions or requirements authorized by the department or any approved proprietary software are protected from alteration by unauthorized personnel.  The device shall not contain hard-coded or unchangeable passwords.  Security measures that may be employed to comply with these provisions include, but are not limited to, the use of dongles, digital signature comparison hardware and software, secure boot loaders, encryption, and key and callback password systems.
4. Electronic bingo devices shall not allow a player to create a card by the input of specific numbers on each card.  Manufacturers shall ensure that an electronic bingo device does not allow for the play of any bingo card faces other than those verifiably purchased by the patron.

5. Electronic bingo devices shall not accept cash, currency or tokens for play.

6. Electronic bingo devices shall require the manual entry of numbers as they are called or the manual verification of numbers as they have been electronically transmitted to the device.  The transmission of data to electronic bingo devices shall be limited to one-way communication to the device and shall consist only of the number called.

7. A device shall not allow the play of more than 72 54 cards per device per game.

8. The electronic bingo device system shall record a sequential transaction number or audit tracking number for each transaction.  The system shall not allow the manual resetting or changing of this number.

9. The system shall produce a receipt and a transaction log containing the following:

a. Organization name;

b. Location of bingo game;

c. Sequential transaction or receipt number;

d. Number of electronic bingo cards loaded;

e. Cost of electronic bingo cards loaded;

f. Electronic device number issued to a player; and

g. Date and time of the each transaction.

In addition, the system shall produce a summary report identifying the date and time of the report, voided transactions, including the date and time of each voided transaction and total gross receipts for each session.

10. Each device shall be programmed to automatically erase all stored electronic cards at the end of the last game of a session, or within a set time from their rental to a player, or by some other clearance method approved by the department.

11. All devices shall be reloaded with another set of cards at the beginning of each session if the devices are to be reused at the same location.

E. In instances where a defect in packaging or in the construction of deals or electronic devices is discovered by or reported to the commission department, the commission department shall notify the manufacturer of the deals or devices containing the alleged defect.  Should the commission department, in consultation with the manufacturer, determine that a defect exists, and should the commission department determine the defect affects game security or otherwise threatens public confidence in the game, the commission department may, with respect to deals or electronic devices for use still located within the Commonwealth of Virginia, require the supplier to:

1. Recall the deals or electronic devices affected that have not been sold or otherwise provided; or

2. Issue a total recall of all affected deals or electronic devices.

F. After [the effective date of these regulations], no pull-tab or instant bingo dispenser may be sold, leased or otherwise furnished to any person or organization in the Commonwealth of Virginia or used in the conduct of charitable gaming unless the device meets standards approved by the commission until an identical sample device containing identical proprietary software, if applicable, has been approved by a testing facility that has been formally recognized by the department as a testing facility that upholds the standards of integrity established by the department.  The cost of testing shall be borne by the manufacturer of such equipment.  In addition, suppliers and manufacturers of such dispensers shall comply with the requirements of The Gambling Devices Act of 1962 (15 USC §§ 1171-1178).

G. All pull-tab dispensing devices must meet the following standards:

1. Each dispenser shall be manufactured in a manner that ensures a pull-tab ticket is dispensed only after insertion of United States currency or coinage into the dispenser.  Such ticket and any change due shall be the only items dispensed from the machine.

2. Each dispenser shall be manufactured in a manner that ensures the device neither displays nor has the capability of displaying or otherwise identifying a pull-tab as a winning or nonwinning ticket.

3. Each dispenser shall be manufactured in such a manner that any visual animation does not simulate or display rolling or spinning reels or produce audible music or enhanced sound effects.

4. Each dispenser shall be equipped with separate locks for the pull-tab supply modules and money boxes.  Locks shall be configured so that no one key will operate both the supply modules and money boxes.

H. No dispensing devices shall be linked to other such devices so as to permit the play of progressive games.

I. The commission department may test require additional testing of a dispensing device at any time to ensure that it meets construction standards and allows for fair play.  Such tests shall be conducted at the cost of the manufacturer of such devices.

J. The face value of cards being dispensed shall match the amount deposited in the currency/coin acceptor less change provided.
11 VAC 15-31-50. 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 certificate to sell charitable gaming supplies shall be denied, suspended or revoked except upon notice stating the basis for such proposed action and the time and place for a fact-finding conference, as set forth in § 9-6.14:11 2.2-4019 of the Administrative Process Act.

2. If a basis exists for a refusal to renew, suspend or revoke a certificate, the commission department shall notify, by certified mail or by hand delivery, the interested parties persons at the address of record maintained by the commission department.

3. Notification shall include the basis for the proposed action and afford interested parties persons the opportunity to present written and oral information to the commission department 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 department at least 14 days before the scheduled conference.

4. If, after consideration of evidence presented during an informal fact-finding conference, a basis for action still exists, the interested parties persons 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.

1. If, after a fact-finding conference, a sufficient basis still exists to deny, suspend or revoke a certificate, interested parties persons shall be notified by certified or hand-delivered mail of the proposed action and of the opportunity for a hearing on the proposed action.  If a supplier desires to request a hearing, it shall notify the commission department within 14 days of receipt of a report on the conference.  Parties may enter into a 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.

C. Hearing location.  Hearings before a hearing officer shall be held, insofar as practicable, in the county or city in which the supplier is located.  If the parties agree, 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.

D. Hearing decisions.

1. Recommendations of the hearing officer shall be a part of the record and shall include a written statement of the hearing officer's findings of fact and recommendations as well as the reasons or bases for the recommendations.  Recommendations shall be based upon all the material issues of fact, law or discretion presented on the record.

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

E. Agency representation.  The executive secretary's director's designee may represent the commission department in an informal conference or at a hearing.
11 VAC 15-31-60. Reporting violations.

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

B. Any officer or director of a supplier, or his agent or employee, shall immediately report to the commission department any information pertaining to the suspected misappropriation or theft of funds or any other violations of the law.

C. Failure to report the information required by subsection B of this section may result in the denial, suspension or revocation of a certificate of registration.

D. Any officer, director, partner or owner of a supplier shall immediately notify the commission department upon conviction or plea of nolo contendere to a felony or a crime involving gambling or an action against any license or certificate held by the supplier in any state in the United States.

E. Failure to report information required by subsection D of this section by any supplier may result in the denial, suspension or revocation of a registration certificate.
NOTICE:  The forms used in administering 11 VAC 15-31, Supplier Regulations, are not being published; however, the name of each form is listed below.  The forms are available for public inspection at the Department of Charitable Gaming, James Monroe Building, 101 N. 14th Street, 17th Floor, Richmond, Virginia, or at the office of the Registrar of Regulations, General Assembly Building, 2nd Floor, Richmond, Virginia.
FORMS

Supplier Registration Certificate Application, CGC DCG Form #203 301, eff. 11/97 rev. 7/03.

Annual Supplier Sales and Transaction Report, DCG Form 302, rev. 10/04.

Certification of Non-Permit Holder, DCG Form 303, rev. 1/05.

VA.R. Doc. No. R05-08; Filed March 4, 2005, 3:42 p.m.

1 According to DCG, the charitable gaming market in Virginia is meager compared to some other states.


2 Authorization can include registration with the State Corporation Commission, the Department of Taxation, and/or the Virginia Employment Commission.


3 The current requirement is for them not to be repeated for one year.
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