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SPORTS AND AMUSEMENTS
CHAPTER 483
HOUSE BILL NO. 1410

(Representative Pooiman)

ATHLETIC ADVISORY BOARD FEES

AN ACT to create and enact a new subsection to section 53-01-07 of the North
Dakota Century Code, relating to the establishment of a fee to pay for
expenses of members of the athletic advisory board.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. A new subsection to section 53-01-07 of the 1993 Supplement
to the North Dakota Century Code is created and enacted as follows:

Establish by rule a fee based on the percentage of gross revenues from
any boxing, kickboxing, or sparring exhibition held in this state to pay
for the expenses of members of the athletic advisory board. A fee
established under this subsection may not exceed one percent of the
gross revenues of the exhibition from any and all sources including cable
television and pay-per-view telecasts of the event, exclusive of any federal
tax thereon.

Approved March 6, 1995
Filed March 7, 1995
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HOUSE BILL NO. 1168

(Judiciary Committee)
(At the request of the State Gaming Commission)

GAMES OF CHANCE LAW REVISIONS

AN ACT to create and enact a new section to chapter 53-06.1 of the North Dakota
Century Code, relating to interest and penalty for licensed gaming
organizations; to amend and reenact section 53-06.1-01, subsection 2 of
section 53-06.1-01.1, sections 53-06.1-02, 53-06.1-03, 53-06.1-03.1,
53-06.1-03.2, 53-06.1-03.3, 53-06.1-05.1, 53-06.1-06, 53-06.1-06.1, 53-06.1-07,
53-06.1-07.1, 53-06.1-07.2, 53-06.1-07.3, 53-06.1-08, 53-06.1-09, 53-06.1-10,
53-06.1-10.1, 53-06.1-11, 53-06.1-11.1, 53-06.1-12, 53-06.1-12.1, 53-06.1-12.2,
33-06.1-13, 53-06.1-14, 53-06.1-15, 53-06.1-15.1, 53-06.1-15.2, 53-06.1-15.4,
53-06.1-16, 53-06.1-16.1, 53-06.1-16.2, and 53-06.1-17 of the North Dakota
Century Code, relating to definitions under the games of chance laws,
qualifications of gaming commission members, use of net proceeds, allowable
games and prize limitations, conditional site authorization, two organizations
conducting games on a site, license fees, rent limits, regulation of the number
of twenty-one tables and sites, persons restricted from being involved in
gaming equipment, history background checks, local work permits, allowed
games of chance, limitations on hours and participation in games, poker,
calcuttas, punchboards, pull tabs, sports pools, twenty-one, raffles, gross
proceeds and expenses, organizations using money in certain political
activities, gaming taxes, deposits, examination of books and records,
distributors and manufacturers, form and display of a license and local
permit, reimbursing the attorney general for inspection costs, the statute of
limitations, conditional licenses, violation of a law or rule, thefts and
fraudulent schemes, ineligibility for local permits and rules; to repeal sections
53-06.1-02.1, 53-06.1-04, 53-06.1-05, and 53-06.1-08.1 of the North Dakota
Century Code, relating to waiver of the two-year activity requirement for
focal permits, local permits, and pull tab prizes; and to provide a penalty.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 53-06.1-01 of the 1993 Suppiement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-01. Definitions. As used in this chapter:

1.  "Adjusted gross proceeds” means, except for games of draw poker and
stud poker autherized under seetten 53-86-1-07-2, gross proceeds less
cash prizes end the priee, cost of merchandise prizes, tess the pull tab
excise tax impesed by seetion 53-86-132-2, and less the ameount of
federal excise tax and interest imposed under section 4401 of the
Internal Revenue Code [26 U.S.C. 4401]. In the games of draw peoker
and stud poker, "adjusted gross proceeds” means the time buy-ins er
and tournament fees eoleeted by the licensed organization.

2. "Charitable organization” means an organization incorporated as a
nonprofit corporation whose primary purpose is for relief of poor,
distressed, underprivileged, diseased, elderly, or abused persons,
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prevention of cruelty to children or animals, or other condition of public
concern within this stete, which has been actively fulfilling its primary
purpose within this state for the two immediately preceding years.

3. “Civic and service organization” means eny branch; lodge; or ehapter of
& nonprofit nattenal or siate eorganizatten which an orgamzauon
incorporated as a nonprofit corporation whose primary purpose is
aeutherized by its weitten constitution; charter; ariieles of incorporation;
er bylews to engage in a civic er and service purpese within this state;
activity as a_ sertoma, lion, rotary, jaycee, kiwanis organization, or
similar organization, and which has been actively fulfilling its primary
purpose within this state for the two immediately preceding years. Fhe
term alse means o similar loeal monprofit efgme&on- net afftliated
with & state or netonal organizetion; which is recognized by reso}uaon
adepted by the governing body of the eity in whieh the
eead-ue&ﬁspmenpa}ae&vﬁ:es—erbythegevermngbodyefaeeuﬂfyrf
the ergenization conduety its primeipal getivittes outside the limits of &
eity: Sueh eorganization must have been aetively fulfilling tts primeary
purpose within this state for the two immedinately preceding years:

4. “Commission” means the state gaming commission.

5. "Distributor” means a person that sells, markets, or otherwise distributes
gaming equipment usable in the lawful conduct of games ef ehanmee
under this chapter: The term deoes not include a resident printer whe
prints raffle ticlets at the request of a lieensed organizattenr or an
ergenizatien that hes been issved o loeel permit; end whe sells or
otherwise distributes sueh raffle tiekets to the erganization.

6. “Educational, charitable, patriotic, fraternal, religious, or other
public-spirited uses” are:

a. Uses for stimulating and promoting state and community-based
economic development programs within the state which improve the
quality of life of community residents.

b. Uses for developing, promoting, and supporting tourism within a
city, county, or the state.

c. Uses benefiting an indefinite number of persons by bringing them
under the influence of education, cultural programs, or religion
which include disbursements to provide:

(1}  Scholarships for students, if the disbursement is deposited in a
scholarship fund for defraying the cost of education to
students and the scholarships are awarded through an open
and fair selection process.

(2) Supplementary assistance to a public or private nonprofit
educational institution registered with or accredited by any
state.

(3) Assistance to libraries and museums.

(4) Assistance for the performing arts and humanities.
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Preservation of cultural heritage.
Youth community and athletic activities.

Adult amateur athletic activities within the state, such as
softball, including uniforms and equipment.

Maintenance of places of public worship or support of a body
of communicants, gathered in common membership for
mutual support and edification in piety, worship, or religious
observances.

Scientific research.

Uses benefiting an indefinite number of persons by relieving them of
disease, suffering, or constraint which include disbursements to

provide:

(1) Relief to an individual or family suffering from poverty or
homelessness.

(2) Encouragement and enhancement of the active participation
of the elderly in our society.

(3) Services to the abused.

(4) Services to persons with an addicted behavior toward alcohol,
gambling, or drugs.

(5) Funds to combat juvenile delinquency and rehabilitate
ex-offenders.

(6) Relief for the sick, diseased, and terminally ill and their
physical well-being.

(7) Funds for emergency relief and volunteer services.

(8) Funds to nonprofit nursing homes and other nonprofit
medical facilities.

(9) Social services and education programs aimed at aiding
emotionally and physically distressed, handicapped, eiderly,
and underprivileged persons.

(10) Funds for crime prevention, fire protection and prevention,
and public safety.
(11) Funds to relieve, improve, and advance the physical and

mental conditions, care and medical treatment, health and
economic interests of injured or disabled veterans.

Uses that are fraternal related which include disbursements for:

)

Fraternal wuses, consistent with uses enumerated in
subdivisions a through m, specified by an organization’s
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constitution, charter, articles of incorporation, or bylaws and
not of direct benefit to the eligible organization.

(2) Fraternal uses or disbursements to perpetuate the memory
and history of the dead.

f.  Uses increasing comprehension of and devotion to the principles
upon which the nation was founded, not of direct benefit to the
eligible organization or any member thereof which include
disbursements to aid in teaching the principles of liberty, truth,
justice, and equality. However, beauty pageants are excluded from
receiving net proceeds under this subdiviston or any other provision

of this ehepter.

g. The erection or maintenance of public buildings or works, public
utilities, or public waterworks.

h. Uses otherwise lessening the burden of government which include
disbursements to any entity that is normally funded by the city,
county, state, or United States government and disbursements
directly to a city, county, state, or the United States government, or
any agency, political subdivision, or instrumentality thereof.

i.  Uses benefiting a definite number of persons who are the victims of
loss of home or household possessions through explosion, fire,
flood, or storm and the losses uncompensated by insurance.

jo  Uses benefiting a definite number of persons suffering from a
seriously disabling disease or injury causing severe loss of income or
incurring extraordinary medical expense which is uncompensated
by insurance.

k. Uses, for community service projects, by chambers of commerce
exempt from federal income tax under section 501(c)(6) of the
Internal Revenue Code. A project qualifies as a community service
project if it promotes the common good, enhances the social welfare
of the community, and benefits an indefinite number of persons.
The specific goals of a community service project may be to
develop or promote public services in areas such as education,
housing, transportation, recreation, crime prevention, fire protection
and prevention, safety, and health. Uses that directly benefit a
chamber of commerce do not qualify.

1. Uses for or of benefit to efforts in support of the health, comfort, or
well-being of the community which include disbursements to
provide:

(1) Funds for adult bands, including drum and bugle corps.

(2) Funds for trade shows and conventions conducted in this
state.

(3) Funds for nonprofit organizations that operate a humane
society, zoo, or fish or wildlife propagation and habitat
enhancement program.
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(4) Funds for public transportation and recreation.

(5) Funds for preservation and cleanup of the environment.

m. To the extent the net proceeds are used toward the primary purpose
of a charitable, educational, religious, public safety, or
public-spirited organization, that has obtained a final determination
from the internal revenue service as qualifying for exemption from
federal income tax under section 501(c)(3) of the Internal Revenue
Code, the organization may establish a special trust fund as a
contingency for funding or maintaining the organization’s future
program services should the organization discontinue conducting
games of ehamee or dissolve. Fhe commission may adopt rules for
the establishment of speetal trust funds:

Such uses do not include the erection, acquisition, improvement,
maintenance, or repair of real, personal, or mixed property owned or
leased by an organization unless it is used exclusively for one or more of
the steted eligible uses. Except for uses related to an eligible
organization’s primary purpose, eligible uses do not include any activities
consisting of attempts to influence legislation or promote or oppose
referendums or initiatives. Eligible uses do not include participation in
any political campaign on behalf of any active official or person who is
or has been a candidate for public office. in additien; the eommissien
meay adopt rules to Limit or restriet eligible use disbursements to ensure
protis- fotie: of of blicsmirited :

"Educational organization” means any nonprofit public or private
elementary or secondary school, two-year or four-year college, or
university in this state which has been active for the two immediately
preceding years.

“Eligible organization” means bena fide nenprofit veterans, charitable,
educational, religious, fraternal, civic and service, public safety, and
public-spirited organizations as defined by this seetien, Which may be
licensed by the attorney general or issued a local permit by the governing
body of a city or county to conduct games ef ehanee under this .

“Fraternal organization” means an organization within this state, except
a college end or high school fraternities fraternity, which is incorporated
as a nonprofit corporation and which is a branch, lodge, or chapter of a
national or state organization and exists for the common business,
brotherhood, or other interests of its members. The organization must
have been actively fulfilling its primary purpose within this state for the
two immediately preceding years, and must have obtained an advance
ruling or final determination from the internal revenue service as
qualifying for exemption from federal income tax under section 501(c)(8)
or 501(c)(10) of the Internal Revenue Code. However, if the
organization’s gross receipts in each tax year are normally not more
than twenty-five thousand dollars, the organization is not required to
have obtained an advance ruling or final determination from the internal
revenue service.

"Games” means games of chance,
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"Gross proceeds” means all moneys collected or received from
conducting games of ehanee and from gemes of ekanee admissions.

“Licensed organization” means an eligible organization licensed by the
attorney general to conduct bingo, raffles, calcuttas, pull tabs,
punchboards, twenty-one, poker, paddlewheels, and sports pools.

“Local permit” means a permit issued to a nonprofit organization
recognized as a public-spirited organization by a governing body of a
city or county that authorizes the organization to conduct only bingo,
raffles, and sports pools in that city or county.

“"Manufacturer” means a person who designs, assembles, fabricates,
produces, constructs, or who otherwise prepares a_product or a
component part of a product of any implement of gambiing equipmen
usable in the lawful conduct of games eof ehanee under this chapter. 5Fhe
term dees net inelude o resident printer whe prints reffle tiekets at the
request of e licensed organization er an orgenizetion that has been
tssved & loeat permit; and whe sells er otherwise disiributes suek raflle
tiekets to the erganizatien: For a pull tab and bingo card dispensing
device, a manufacturer is the person who owns the rights to the
proprietary operating software.

“Manufacturer’s distributor” means a wholesaler of a manufacturer of
eleetronie-mechanieat pull tab dispensing devices and assoecinted
equipment who mointnins & parts inventery; Who sells at wholesale
dispensing devices and associated equipment directly to a licensed
distributor, and who does not sell or otherwise provide these items to &
keensed an eligible organization.

“Member” means a person who has qualified for and been admitted to
membership in an eligible organization pursuant to its bylaws, articles of
incorporation, charter, rules, or other written statement, and who pays
regular monthly, annual, or other periodic dues or is a fully paid life
member of the eligible erganization. "Member” includes a member of
an auxiliary members organization, but excludes a social end henorary
members member.

“Net proceeds” means the adjusted gross proceeds less suek allowable
expenses andtaxesasmspeenﬁeeﬂyeuthemeéaﬁéefﬂnsehapterme

gammg tax.

“Person” means any person, firm, partnership, corporation, limited
liability company, association, or organization.

“Public safety organization” means an organization incorporated as a
nonprofit corporation whose primary purpose is to actively engage in
firefighting, ambulance service, or similar disaster assistance, which has
been actively fulfilling its primary purpose within this state for the two
immediately preceding years.

“Public-spirited organization” means an organization incorporated as a
nonprofit corporation whose primary purpose is for scientific research,
amateur sports competition, safety, arts, agriculture, preservation of
cultural heritage, educational activities, educational public service, youth,
economic development, tourism, or similar organization, and which does
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not meet the definition of veterans, fraternal, charitable, educational,
religious, civic and service, or public safety organization, which has been
actively fulfilling its primary purpose within this state for the two

" immediately preceding years and i3 recognized by the geverning body of

& eity or eounty by resolution as publie spirited. However, a nonproﬁt
organization recognized as a public-spirited organization by a governing
body of a city or county for obtaining a local permit does not need to
meet this definition.

“Pull tab” means the game pieee used in deals of pull tobs:

"Religious organization” means esy a nonprofit organization, church,
body of communicants, or group gathered in common membership
incorporated as a nonprofit corporation whose primary purpose is for
advancement of religion, mutual support and edification in piety,
worship, and religious observances which has been actively se gathered
or united in this state for the two immediately preceding years.

“Veterans organization” means any congressionally chartered
organization within this state, or any branch or lodge or chapter of a
nonprofit national or state organization within this state, the membership
of which consists of individuals who were members of the armed services
or forces of the United States. The organization must have been actively
fulfiling its primary purpose in this state for the two immediately
preceding years and must have obtained an advance ruling or final
determination from the internal revenue service as qualifying for
exemption from federal income tax under section 501(c)(19) of the
Internal Revenue Code. However, if the organization’s gross receipts in
each tax year are normally not more than twenty-five thousand dollars,
the organization is not required to have obtained an advance ruling or
final determination from the internal revenue service.

SECTION 2. AMENDMENT. Subsection 2 of section 53-06.1-01.1 of the
1993 Supplement to the North Dakota Century Code is amended and reenacted as

follows:

2.

A person is ineligible for appointment to the commission if that person
has not been a resident of this state for at least two years before the date
of appointment. A person is also ineligible if that person is not of such
character and reputation as to promote public confidence in the
administration of gaming in this state. A person is also ineligible if that
person has been convicted of a felony criminal offense or has pled guilty
or been eenvieted found guilty of any violation of chapter 12.1-06,
12.1-08, 12.1-09, 12.1-10, 12.1-11, 12.1-12, 12.1-22, 12.1-23, 12.1-24,
12.1-28, 53-06.1, or 53-06.2, or has pled guilty or been eenvieted found
guilty of any violation of section 6-08-16 or 6-08-16.2, or has pled guilty
or been eenvieted found guilty of any offense or violation that has a
direct bearing on the person’s fitness to be involved in gaming, or who
has committed an equivalent offense or violation of the laws of another
state or of the United States. A person who has a financial interest in
gaming cannot be a member of the commission and cannot be employed
by the commission. For the purpose of this subsection, a financial
interest includes the receiving of any direct payment from an eligible
organization for property, services, or facilities provided to that
organization. Failure to maintain compliance with this subsection is
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grounds for removal from the commission or from employment with the
commission.

SECTION 3. AMENDMENT. Section 53-06.1-02 of the 1993 Suppiement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-02. Organizations eligible under ehepter - Use of net proceeds.
Nonprofit veterans, charitable, educational, religious, fraternal, civic and service,
public safety, and public-spirited organizations; &9 defined by this ehepter; are
eligible to conduct games of ehamee under this chapter. The net preeceeds of sueh
gares of ehamee A licensed organization must be deveted devote net proceeds to
educational, charitable, patriotic, fraternal, religious, or other public-spirited uses as
defined by this chapter. Neotwithstanding any other provision of this ehaptes; an An
organization that has been tssuwed a local permit may use the net proceeds to directly
benefit the organization.

232 SECTION 4. AMENDMENT. Section 53-06.1-03 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-03. Exeeptions for raffles; sperts poels; and binge - City and county

local permits and site authorizations - Licensure by attorney general - Fees -
Suspension and revocation.

1. A nonprofit organization shall obtain a local permit as follows:

a. A nonprofit organization recognized as a public-spirited
organization by the governing body of a city or county may obtein
apply for a local permit to conduct only raffles or bingo in which
the primary prize does not exceed one thousand dollars, and the
aggregate prizes do not exceed six thousand dollars annually, and
to conduct sports pools; for professional sports only; in whiek the
total wagers de net exeeed five hundred dellars for eeeh poot. A
governing body may issue a local permit for these games to be held
at designated times and places. If the nonprofit organization is a
North Dakota college or university fraternity or sorority, the
organization shall include a signed acknowledgement by the
administration of the coilege or university that the applicant is a
recognized fraternity or sorority.

b. A nenprofit erganization that ecenducts o eity or county festival or
celebration mey be recognized 73 & public-spirited organization by
the governing beody of o ecity or county and mey obisin e loeat
permit to conduet raffles in which the primary prize does not execeed
onre thousand dellers and the aggregate prizes do not exceed two
theusand dellars: Feor purpeses of this subdivisiors & Zeity or
eeunty festival or celebration” means an event:

B In celebration of loeat heritage; anniversary of establichment
of the polittenl subdivision; or eother signifieant loeal event

132 Section 53-06.1-03 was also amended by section 1 of House Bill No. 135§,
chapter 485.
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recegnized as publie spirited by the governing bedy of the city
or eounty: and

& s { by signif .

e  TFo obtain n leenl permit; the nenprefit An eligible organization
shall apply direetly to the governing body of the city or county in
which the site where the gaming activity to be conducted is located
where the raffle; sports poel; or binge activity will be conducted o
if the raffle; sperts poel; or binge aetivity is eondueted at a site
Wmammmmmﬁamﬁem
shell apply to the beard of esunty eommissieners. Application for
a local permit must be made on ferms provided a form prescribed
by the attorney general. Approval may be granted at the discretion
of the governing body. Fhe A governing body may by erdinance
or resejuiten establish a leeel permit fee not to exceed twenty-five
dollars for each local permit. A local permit must be on a fiscal
year basis from July first to June thirtieth or on a calendar-year
basis.

é:c. For purposes of issuing a local permit, the determination of what is

a “public-spirited organization” is within the sole discretion of the
governing body of the city or county.

Exeept as otherwise provided in this seetien; an An eligible organization
desiring to be lieensed shall apply for a license to conduct lawfat games
of chanee shall apply annuelly for o license from the atterney gemerat
before July first on forms previded by the attorney generat and shell
inetude with the applieation 2 ene hundred fifty doliar license fee; exeept
the fee is one hundred dollars for an orgenization whese average annuat
gross proceeds do net exceed tweniy-five theusand dellars: An
ergamee&on shall provide elear and eomemg evidenree that the
ergenization qualifies as en eligible organizatien: H o leensed
efgamee&enameﬂdsr&pnmafypafpeseaemteémt&af&e}esef
erehaagesmbmehmaemmem&teﬁa}meﬂﬁef-ehe

ineerporation
erganization shell reapply for licensure with the attorney general: by:

a. First securing approval for a site authorization from the governing
body of the city or county in which the proposed site is located.
Approval, which may be granted at the discretion of the governing
body, must be recorded on a site authorization form that is to
accompany the license application to the attorney general for final
approval. A governing body of a city or county may not require an
eligible organization to donate net proceeds directly to the city,
county, or related political subdivision as a_condition for receiving a
site authorization from the city or county. A governing body may
charge a one hundred dollar fee for a site authorization; and

Annually applying for a license from the attorney general before
July first on a form prescribed by the attorney general and including
with the application a one hundred fifty dollar license fee. An
organization shall sufficiently document that it qualifies as an
eligible organization. If a licensed organization amends its primary
purpose as stated in its articles of incorporation or changes its basic
character in a_material manner, the organization shall reapply for
licensure.

I
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The attorney general shall license an eligible ergantzations that eenform

to the requirements of this chapier by tssuing lieenses organization as
follows:

3.

a.

A class A license to an eligible organization that is a fraternal,
veterans, or civic and service organization.

A class B license to an eligible organization that is a charitable,
religious, educational, public-spirited, or public safety organization.
Fhe attorney general may deny @ elass B license to an etherwise
ehgible erganizetien if the organizetion is conneeted; direety or
indireetly; te the helder of 2 Neorth Dakota retail aleoheolie beverage
lteense: An clipible orgenization thet qualifies for a elass A lieense
may net also be issued a eless B lieense:

elassesefheeﬂeesbaseéen&&eﬁ-eqaeneyefgemgﬂ&eﬁypesef
games of chanee cenducted by the licensed organization; and the
adjusted gross proceeds ecellected or expeeted te be coliected by the
i ; iration:

A licensed organization may conduct games of ehamee only on an
authorized site set forth in the applieatien as follows:

a.

#r lieensed organization shall first secure approvat of the propesed
site at which it intends to conduet lawful games of chance from the
governing body of the eity; i within ecity limits; or the ecounty; if
eutside eity limits: where the site i3 loeated- Fhis apprevel which
mey be granted at the diseretion of the governing bedy: must be
recorded on a site authorization form which 13 to eecempany the
lteense applicatton to the atterney general for finnl approval: The
governing body mey charge a ene hundred dellar fee for the site
eutherization:

Rented premises are subjeet to rules adopted by the commission:

Only one licensed organization or organization that has been issued
a local permit at a time may conduct games of ehanee at & speeifie
an authorized site, except that a raffle drawing may be conducted
for a special eeeastens occasion by a second organization that is a
licensed organization or organization that has a local permit when
one of the fellewing these conditions ere is met:

(1) When the area for the raffle deawing is physically separated
from the area where gaming s games are conducted by the
regular licensee.

(2) Upon request of the regular licensee and with the approval of
the alcoholic beverage establishment, the licensee’s license is
suspended for that specific time of day by the attorney general
or commission.

Lieenses; rules of conduet and play; state gaming stemps; and state
registration stamps must be displayed on forms and in the manner

speetﬁedmmiesadoptedbyﬁ&eeomsmn—
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After June 30, 1995, me a licensed organization or closely
connected licensed organizations as a unit may not have more than
twenty-five autherized sites unless granted a waiver by the attorney
general. If the attorney general finds that there is no other licensed
organization willing to conduct gaming at a site for which a waiver
is being sought, the attorney general may approve the waiver. The
attorney general may not grant a licensed organization a waiver for
more than five sites. Closely connected licensed organizations are
two or more organizations which have unitary eheraeteristies
attributes that may include common primary purposes, members on
boards of directors, officers, management, employees, bookkeepers,
program services, integrations of gaming activities, and shared
facilities.

5. The attorney general may, based on reasonable ground or upon written
complaint, suspend, deny, or revoke under chapter 28-32, any license
granted under this chapter for violations by the licensee, or any officer,
director, agent, member, or employee of the licensee, of this chapter or
any gaming rule adepted under this ehapter. Notwithstanding section
5-02-02, an eligible organization that possesses a license issued under
chapter 5-02 may not have that license suspended, revoked, or denied in
consequence of action taken under this subsection unless that
organization conducts gaming determined to be in vielation of that
violates chapter 12.1-28 or subsection 1 of section 33-06.1-07.

6. The attorney general may impose monetary fines on licensed
organizations, distributors, manufacturers’ distributors, and
manufacturers for failure to comply with this chapter or any gaming rule
adepted under this ehepter. The monetary fine for each violation by an
organization is a minimum of twenty-five dollars and may not exceed
two percent of the organization’s average quarterly gross proceeds, or
five thousand dollars, whichever is greater. The monetary fine for each
violation by a distributor or manufacturer’s distributor is a minimum of
one hundred dollars and may not exceed five thousand dollars. The
monetary fine for each violation by a manufacturer is a minimum of five
hundred dollars and may not exceed two hundred fifty thousand dollars.
This fine may be in addition to or in lieu of a license suspension or
revocation.

SECTION 5. AMENDMENT. Section 53-06.1-03.1 of the North Dakota
Century Code is amended and reenacted as follows:

53-06.1-03.1. Bingo sites - Rent must be reasenable Limit on rent. For a#
purpeses associnted with the privilege of conducting games of ehanee at a site where
bingo is the primery game of ehamee conducted; the meonthly rent must be
reasennable::

1. Except under subsection 3, if bingo is the primary game, the monthly
rent must be reasonable.

2. If bingo is not_the primary game, but is conducted in conjunction with
twenty-one, paddlewheels, or pull tabs, no additional rent is allowed.
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3. If bingo is conducted involving only a bingo card dispensing device and
no_other game is conducted, the monthly rent may not exceed two
hundred twenty-five dollars.

SECTION 6. AMENDMENT. Section 53-06.1-03.2 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-03.2. Twenty-one sites - Limit on rent. For ait purpeses asseeinted
with the privilege of conducting games of ekemee at a site other than a site where
bingo is the primary game of ehanee eondueted, but where the game of twenty-one
is conducted, the monthly rent may not exceed two hundred dollars multiplied by the
number of tables on which the game of twenty-one is conducted.

SECTION 7. AMENDMENT. Section 53-06.1-03.3 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-03.3. Pull tab sites - Limit on rent. For alf purpeses asseetated with
the privilege of conducting games of chance at a site other than a site where bingo is
the primary game of ehance conducted; the menthly rent may neot exeeed:

1. If the geme of twenty-one is conducted on the a site, in addition to the
rent allowable for the game eof twenty-one, the monthly rent may not
exceed one hundred twenty-five dollars.

2. If the game of twenty-one is not conducted on the a site, the monthly
rent may not exceed two hundred twenty-five dollars.

SECTION 8. AMENDMENT. Section 53-06.1-05.1 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

§3-06.1-05.1. Regulation by city or county of number of twenty-one tables per
site and number of sites per licensed organization. Eities; for sites within The
governing body of a city limits; or eounties; for sites outside eity limits; county may
establish by ordinance or reselutten & meximum limit the number of tables for
twenty-one per site and & meximum the number of sites upon which a licensed
organization may conduct games of ekhanee within the city or county.

23 SECTION 9. AMENDMENT. Section 53-06.1-06 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

§3-06.1-06. Persons permitted to conduct games of ehanee - Gaming site Site
- Equipment - Compensation.

1. No person, except a member or employee of a licensed organization or
an organization that has beem isswed a local permit er a member of an
orgenization auxiliary to a licensed organizatien or an ergenization that
kas been issved & loeal permit, may assist in the helding; operating; or
conducting ef any game of ehanee under this ehapter. In the conduet of
conducting pull tabs or bingo through an eleetrentc-mechanteat a
dispensing device, the attorney general may allow empleyees an

23 Section 53-06.1-06 was also amended by section 2 of House Bill No. 1335,
chapter 485.
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employee of lkeensed an alcoholic beverage establishments establishment
to provide limited assistance to a class B licensed organization whose
adjusted gross proceeds does not exceed eighty thousand dollars per
quarterly reporting period of operation or to any class A licensed
organization. However, a volunteer of an eligible organization may sell
raffle tickets.

Except when authorized by the attorney general, no gemes of chanee
game may be conducted with esy gaming equipment other than geming
equipment owned by an eligible erganization, loaned to, or rented at a
reasonable rate by an eligible organization from an eligible organization
or a licensed distributor.

The governing board of an eligible organization is primarily responsible
and may be held accountable for the proper determination and
distribution of the net proceeds ef games of ehanee.

The gaming site where any game of ehmnee is being held; eperated; or
conducted, or where it is intended that the game will be held, must be
open to inspection by the attorney general and by local law enforcement
officials of this state.

When any The value of a merchandise prize is awarded in a game ef
ehanee; ity value is its current retail price.

Equipment, prizes, and supplies for games ef ekamee may not be
purchased or sold at excessive prices in exeess of the vsuat price thereof.

A class A organization must shall devote the entire net proceeds derived
frem eenduecting games of ehanee within three months from the end of
the quarter in which suek the net proceeds were earned to eligible uses.
A class A organization desiring to hold the net proceeds for a period
longer than three months shail apply to the attorney general for special
permission, and upen geed for reasonable cause shewn, the attorney
general may grant the request.

Neo persen who hes pled guilty to or been found guilty of o felony may
selt or distribute equipment; or eonduct or assist in games of ehanee
uﬁdef&nsehapterfbfﬁveyeafsfremtheéateof&&eeom&e&oner

ehapterfbrapemédetermmeébyﬁaeaﬁemeygenefai-

Any person invelved with the eenduet of games of chence must ber A
person is restricted from being involved in gaming and the attorney
general shall conduct criminal history background checks as follows:

a. 7 person of good cheracter; honesty; and imtegrity: A person who
has pled guilty to or been found guilty of a felony offense as defined
by the laws of this state, other states, or the federal government, or
has pled guilty to or been found guilty of a violation of this chapter,
chapters 12.1-28 or 53-06.2, or offenses of other states or the federal
government equivalent to offenses defined in these chapters may not

be a licensed distributor, may not be employed by a licensed
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distributor to sell or distribute gaming equipment, and may not be
employed by a licensed organization to conduct games on a site for
five years from the date of conviction, release from incarceration, or
expiration of parole or probation, whichever is the latest.

b. A persen whese prior setivities; eriminnal record: reputation; hebits;
and assecinitons do not pose o threat to the publie interest of this
state or to the effeetive reguintion and conirel of gaming; or ereate
or enhanee the dangers of umsuitable; unfair; er tHegal preetices;
metheds; end activities in the conduet of gaming or the earrying on
of the business and finnneial arrengements ineidental te the eenduet
of gaming: A person who has pled guilty to or been found guilty of
a misdemeanor offense in violation of section 6-08-16.1 or chapters
12.1-06, 12.1-23, or 12.1-24 or offenses of other states, the federal
government, or 2 municipality equivalent to these offenses may not
be a licensed distributor, may not be employed by a licensed
distributor to sell or distribute gaming equipment, and may not be
employed by a licensed organization to conduct games on a site for
two vears from the date of conviction, release from incarceration, or
expiration of parole or probation, whichever is the latest.

The attorney general shall conduct a criminal history background

check of each potential employee and charge a fee of twenty dollars
per record check in accord with section 12-60-16.9. In addition, the
attorney general may require payment of any additional fee
necessary to defray the actual cost of a background check of a
person for whom adequate background information sources are not
readily available, including a person who has not resided in North
Dakota for the previous one year. The attorney general may
require payment of the estimated additional fee in advance as a
condition precedent to beginning the background check. The
attorney general shall notify the person when a determination is
made that an additional fee is necessary and shall notify the person
of the best estimate of the amount of the additional fee. In lieu of
paying the additional cost, a person may cancel the background
check. The estimated cost must be placed in the attorney general’s
refund fund for use to defray the actual expenses of the background
check. The remainder of the funds must be returned to the person
within thirty days of the conclusion of the background check. The
attorney general shall notify the organization and or the person of
the result of the background check. The attorney general shall hold
the information confidential except in the proper administration of
this chapter or any gaming rule, or to an authorized law
enforcement agency.

ie

16- 9 The attorney general er eemmisster may prohibit a person from playing
games of ehanee if the person violates this chapter, chapters 12.1-28 or

53-06.2, or any a_gaming rule adepted under this chapter.

The attorney general er eemmission may require a licensed organization
to pay a bingo or raffle prize to a player based on a factual
determination; efter opportunity for the parties to be henrd; or a hearing
by the attorney general er commisston.

T
5

&

If bingo is the primary game of ehanee conducted at an autherized a
site, me a licensed organization may not pay bingo prizes in which the
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aggregate of the bingo prizes for a quarter exceeds the total bingo gross
proceeds for the quarter at that site. However, a bingo prize that equals
or exceeds ten thousand dollars is excluded from the computation of the
aggregate of the bingo prizes.

SECTION 10. AMENDMENT.  Section 53-06.1-06.1 of the 1993
Supplement to the North Dakota Century Code is amended and reenacted as
follows:

53-06.1-06.1. Werk Local work permits.

+  Cities; for sttes within ety limits; and counties; for sttes outside eity
hmitts; may require a person esseeinted with the eenduet of conducting
games ef ehanee to obtain a local work permit, charge a fee for tssunnee
of & werle permit, and conduct reasonable inquiries into the background
of the individual. Amny A fee charged for issuanee of & werle permit may
not exceed the actual expense to the city or county of heensing

processing the appheant application. Fhe sttorney general mey adept
guidelines relating to issuance of work permits by eounties and eittes:

2 The atterney general may cstablish a centralized stotewide worle permit
systemn to determine the tdentity; prier aeitvittes; and present employment
of all gaming employees in this siate: %emferme&enmesfbehelé

permit may be issued: I an applieation is denied or 8 weork permit i9
suopended or revelced; the neotice by the atterney general must inelude e
staternent of the facts upon which the atterney general relied in making
the deetston: Any person whese applieation for a weric permit has been
dented may: not later than twenty deys following reeeipt of the netiee;
apply to the attorney general for o kearing: The attorney general may
presenbeﬂae&equeneyefﬂ&ewerkpemnireneweb— The attorney
general may issue am emergeney order; effective upen serviee to the
permitholder; suspending o person’s work permit upon e determination
thet the suspension i3 necessary te preserve cffeetive regulation and
control of gaming; te preserve the publie interest or meorals; or the
pefseﬁebtmﬁedewerkpermﬁbymisfepfesenm&em The attorney
genera}mayehargeeaeh empleyee an ennuat weork permit fee of
twenty-five dellars aﬁéakeofﬂafeée-}}mfereeehehaﬁgeef
employment: haddﬁenteﬂaebampermﬁfees—themmeygem&}

ineluding applicants who have not resided in the state for at least one
year: The nttorney general may require payment of the estimnted
addittonal fee in advence as a conditton preeedent to beginning the
investigation: The attorney generat shell netify the applicant as seen as
pessible afier o determinntion is mede that the additional fee is necessary
and shell alse netify the applieant of the atterney general’s best estimate
of the amount of the additiennl license fee: In liew of paying the
nddittonal cost; any applicent may withdraw the applieation: TFhe
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estimated cost must be placed into the atterney generels refund fund for
use to defray the actunl expenses of the beckground investigatien: The
remainder of such funds must be returned to the applieant within thirty
days of the eonclusion of the investigation:

SECTION 11. AMENDMENT. Section 53-06.1-07 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-07. Games of ehanee allowed.

1. Only an eligible ergenizetions organization licensed by the attorney
general may conduct bingo, raffles, calcuttas, pull tabs, punchboards,

twenty-one, paddlewheels, poker, and sports pools. These games may
only be conducted and played at geming sites a site authorized by a
local governing body and approved by the attorney general.

2. The game of puli tabs may be conducted only through use of
commingled games.

SECTION 12. AMENDMENT. Section 53-06.1-07.1 of the 1993
Supplement to the North Dakota Century Code is amended and reenacted as
follows:

53-06.1-07.1. Limitations on hours and participation in games of ehanee. A
person under twenty-one years of age may not directly or indirectly play gemes of
pull tabs, punchboards, twenty-one, calcuttas, sports pools, paddlewheels, or poker.
A person under eighteen years of age may not directly or indirectly play the game of
bingo unless the person is accompanied by an adult, the bingo gaerme is conducted by
an organization that has beem issued a local permit, or the game’s prize structure
does not exceed that allowed under subseetion + of seetiem $3-06-1-83 for a local
permits permit. Fhe gemes Games of pull tabs, punchboards, twenty-one,
paddlewheels, and sports pools may be conducted only during the hours when
alcoholic beverages may be dispensed in accordance with applicable reguiations of
the state er the, county, or city.

SECTION 13. AMENDMENT.  Section 53-06.1-07.2 of the 1993
Supplement to the North Dakota Century Code is amended and reenacted as
follows:

53-06.1-07.2. DBraw peker and stud peker - Limited autherization Poker. A
licensed organization may conduct the game of deaw poker on not more than two
occasions per year as follows:

1. The organization may supply the dealer.
2. The maximum single bet is one dollar.

3. Not more than three raises, of not more than one dollar each, may be
made among all the players in each round of bets. Otherwise the
normal rules of draw poker and stud peleer apply.

4. The organization shall assess each player a fee not to exceed two dollars
per helf one-half hour of playing time by that persem, collected in
advance. A fee may be charged each player for entry into a tournament
for prizes which fee may be in lieu of or in addition to the fee assessable
at one-half hour intervals.
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SECTION 14. AMENDMENT.  Section 353-06.1-07.3 of the 1993
Supplement to the North Dakota Century Code is amended and reenacted as
follows:

53-06.1-07.3. Calcuttas. A licensed organization may conduct a calcutta for
professional or amateur sporting events held in this state, but not for elementary,
secondary, or postsecondary education sports events. The organization shall post at
the geming site all rules affecting the conduct and play of calcuttas. The
organization may not have an interest in the outcome of the calcutta. A player must
place a wager in the calcutta auction pool at the autherized site. No more than one
wager per competitor may be allowed in any calcutta pool. The amounts paid to
calcutta pool players in prizes may not exceed ninety percent of the gross proceeds.
Ne A competitor in a calcutta pool may not be under eighteen years of age.

SECTION 15. AMENDMENT. Section 53-06.1-08 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-08. Punchboards and pull tabs - Sale of ehanees - Maximum priee per
pull teb. Unless all of the top tier winning pull tabs or punchboard punches have
been redeemed, or unless otherwise permitted by the attorney general, se a person
or organization conducting games of pull tabs or punchboards may not close the
game emee after the eentents of that game have has been effered for sale to players
placed in play. The maximum sales price per pull tab and punchboard punch mey
ret exeeed is two dollars. The maximum prize value of the top tier winning pull tab

is five hundred dollars.

SECTION 16. AMENDMENT. Section 53-06.1-09 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-09. Sports pools - Centrel - Rules pested - Limitation en prizes. A
licensed organization or organization that has beem isswed a local permit may
conduct a sports peets pool for professional sports only. Fhe lieensed

or orgenization that has been isued a loenl permit shall elearly peost any rufes
affecting the cenduet of sperts poels or requirements of players: The maximum
wager on esy a sports pool is five dollars. The ameunts paid to sperts poel players
im amount of prizes may not exceed ninety percent of the gross proceeds.

SECTION 17. AMENDMENT. Section 53-06.1-10 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-10. Twenty-one - Sale of ehips - Redemptien - Wager - Limit - Rules
of play - Fips. A licensed organization may conduct and shall control the playing of
the geme twenty-one on its autherized site. No money may be allowed on the table
as a wager. The organization shall provide playing chips of various denominations
to players. Chips must be redeemed by the keensee organization for their full value.
The maximum limit per wager may be set by the organization at not more than five
dollars and wagers in increments of one dollar must be accepted up to the maximum
limit. A player may not play more than two hands at the same time. Only the
player actually piaying a hand may place a wager on any hand. Fwenty-one is &
eard game played by a meximum of seven pleyers and one dealer: The dealer must
beanpmmmdﬂ&e«gmspeﬂsomg&&egmeefehmee Eachplayer
plays the player’'s hand against the dealer’s hand. In order to remain in the hand
being deait, neither the player nor the dealer may play a hand with a count greater
than twenty-one. A count of twenty-one obtained with two cards is termed a natural
twenty-one and is an automatic payout except in case of a tie count with the dealer.
Players may double down on a natural twenty-one. In the ease of metehing or For
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a tie count between the player and the dealer, no winner is declared and the player
keeps the player’s wager. # leensee An organization may allow the pooling of tips
received by dealers at an autherized a site. Any requirement to pool tips is within
the sole discretion of each heemsee organization and may not be imposed or
encouraged by the attorney general or commission. Eeeh leensee An organization
conducting twenty-one shall conspicuously post rules relating to the conduct of the
gamemaeonsp:eueus}eee&eﬂnemwherethegmempbyed After December 31
1503- exeept Except for an organization’s autherized site that has twenty-one gross
proceeds averaging less than ten thousand dollars per quarter, no organization may
conduct twenty-one at an authorized site with wagers exceeding two dollars unless
the organization has first installed video surveillance equipment as required by rules
adopted by the commission and the equipment is approved by the attorney general.
The commission may delay the requirements for surveilanee required by this seetien
feegoode&mesheméﬂaeeemsmﬁspeeﬁieaﬂyﬁﬂésmmeéelaym*daﬂew
the installation of video surveillanee equipment of superior technelegient

end enhaneed enforeement value: In ne event may the delay extend beyend July 15
1504-

SECTION 18. AMENDMENT.  Section 53-06.1-10.1 of the 1993
Supplement to the North Dakota Century Code is amended and reenacted as
follows:

53-06.1-10.1. Raffles - Limitation - Prizes. Prizes for raffles a raffle may
include any property which may be legally owned and possessed, but may not
include real estate. Cash prizes may be awarded in reffles a raffle provided the
value of no single cash prize exceeds one thousand dollars and provided that total
cash prizes do not exceed three thousand dollars in one day.

24 SECTION 19. AMENDMENT. Section 53-06.1-11 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-11. Statement of reeetpts Gross proceeds - Expenses.

1. All moneys collected or received from games of chanee and admissions
therete, except cash prizes of one hundred dollars or less paid
immediately, must be deposited in a special account of the licensed
organization whieh centains only that meney. Cash prizes of an amount
to be determined by the attorney general and purchase prices of
merchandise prizes must be withdrawn from swel this account by
consecutively numbered checks duly signed by a specified officer or
officers of the organization and payable to a specific person or
organization. There must also be written on the check the nature of the
prize for whieh the eheek is drawn. No check may be drawn to “cash”
or a fictitious payee. In the ease of If a cash prize of mere than exceeds
one hundred dollars, the prize may also be issued by an accountable
receipt or nonnegotiable instrument approved by the attorney general.

2. No part of the net proceeds after they have been devoted to an eligible
use recipient may be used by the donee to pay any person for services

24 Section 53-06.1-11 was also amended by section 1 of House Bill No. 1052,
chapter 486, and section 3 of House Bill No. 13355, chapter 485.
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rendered or materials purchased in connection with the conduct of
games of ehanee by the donor organization.

3. Subject to the limitations of this subsection, expenses incurred for games
of ehanee may be deducted from adjusted gross proceeds, to the extent
that total expenses for games of ehanee do not exceed fifty percent of the
first two hundred thousand dollars of adjusted gross proceeds per
quarter and forty-five percent of the adjusted gross proceeds in excess of
two hundred thousand dollars per quarter. However, for an authorized
site at which the game pull tabs is the only game of ehanee conducted
and the conduct of pull tabs is through an electronic-mechanical
dispensing device, expenses incurred for this game ef ehamee may be
deducted from adjusted gross proceeds, based on the average adjusted
gross proceeds of all of an organization’s authorized sites at which the
game of pull tabs is conducted through electronic-mechanical dispensing
devices, according to the following:

a. On average adjusted gross proceeds not exceeding eight thousand
dollars per quarter, an expense limitation of fifty percent.

b. On average adjusted gross proceeds exceeding eight thousand
dollars per quarter, but not exceeding twelve thousand dollars per
quarter, an expense limitation of forty-five percent.

c. On average adjusted gross proceeds exceeding twelve thousand
dollars per quarter, but not exceeding sixteen thousand dollars per
quarter, an expense limitation of forty percent.

d. On average adjusted gross proceeds exceeding sixteen thousand
dollars per quarter, an expense limitation of thirty-five percent.

Cash shorts incurred in games eof ehemee are classified as expenses
toward the expense limitation. Notwithstanding the limitations of this
subsection, in addition to the expenses allowed to be deducted from
adjusted gross proceeds, a licensed organization may deduct as an
expense capital expenditures for security or video surveillance equipment
used for controlling games ef ehanee if the equipment is required by
section 53-06.1-10 or gaming rules adepted by the cemamisston and the
equlpment is approved by the attorney general. The figure used for
gress proceeds i3 a3 determined in subsection 1 of seetion
- befefe any reduetion for taxes: This subsection does not
authorize violations of the rent limitations eentained in this ehapter.

SECTION 20. AMENDMENT. Section 53-06.1-11.1 of the North Dakota
Century Code is amended and reenacted as follows:

53-06.1-11.1. Eligible organizations not to use any money in certain political
activities - Penalty. An eligible organization that derives any revenue from games ef
ehenee it conducts under this ehapter may not use money from any source for the
placing on the ballot of any initiated or referred measure or for any activities
consisting of attempts to participate in any political campaign on behalf of or in
opposition to any active official or person who is or has been a candidate for public
office. Any funds expended by an eligible organization to promote or oppose an
initiated or referred measure that has been placed on the ballot or for any activities
that qualify as activities of a lobbyist under section 54-05.1-02, that are not
compensation or expenses paid to a lobbyist, and that are not otherwise required to
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be reported under section 54-05.1-03 must be reported to the attorney general in the
menner and et the times as prescribed by the attorney general. An eligible
organization that violates this section is subject to a suspension of its license to
conduct games of ehanee under this ehapter for up to one year.

SECTION 21. AMENDMENT. Section 53-06.1-12 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-12. Fax based on adjusted gross preeeeds Gaming tax. A tax as
provided in this section upon the total adjusted gross proceeds received by a licensed
organization must be paid to the attorney general on a quarterly basis upon tax
return forms as prescribed by the attorney general. The figure used for ediusted
gross preceeds i as determined in subseetion + of seetion 53-06-1-01 before any
reduction for expenses: The amount of this tax must be paid from adjusted gross
proceeds and may not be charged against the percentage limitation of expenses. The
tax is hereby imposed upon every licensed organization, to be levied, collected, and
pmdquanerlymﬂ&mspeeftetheaéyaﬁeégresspmeeedsefﬂieefgmmmm
previded in this seettorr, computed at the following rates:

1. On adjusted gross proceeds not in excess of two hundred thousand
dollars per quarter, a tax of five percent.

2.  On adjusted gross proceeds in excess of two hundred thousand dollars
per quarter but not in excess of four hundred thousand dollars per
quarter, a tax of ten percent.

3. On adjusted gross proceeds in excess of four hundred thousand dollars
per quarter but not in excess of six hundred thousand dollars per
quarter, a tax of fifteen percent.

4. On adjusted gross proceeds in excess of six hundred thousand dollars
per quarter, a tax of twenty percent.

SECTION 22. AMENDMENT.  Section 53-06.1-12.1 of the 1993
Supplement to the North Dakota Century Code is amended and reenacted as
follows:

53-06.1-12.1. Games of chanee tax Deposits. The state treasurer shall
deposit e gaming and excise taxes, monetary fines, and interest and penaities
collected undesr this ehepter in the general fund in the state treasury.

SECTION 23. AMENDMENT. Section 53-06.1-12.2 of the 1993
Supplement to the North Dakota Century Code is amended and reenacted as
follows:

53-06.1-12.2. Pull tebs tab excise tax in lHeu of sales and use taxes. In
addition to any other tax provided by law and in lieu of sales or use taxes, there is
imposed a tax of four and one-half percent on the gross proceeds from the sale at
retail of pull tabs to a final user. Gross proceeds and a sale at retail for purposes of
this section include pull tabs sold and pull tabs provided a player in exchange for
redeemed winning pull tabs. The tax imposed by this section must be paid to the
attorney general at the time tax returns or reports are filed and taxes paid by the
lieensed organization under sectton 53-06-112.

SECTION 24. A new section to chapter 53-06.1 of the North Dakota
Century Code is created and enacted as follows:
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Interest and penalty. Notwithstanding any other provision of this chapter,

the attorney general shall assess a licensed organization interest and penalty as

follows:

L

g

|

|~

gl
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Assessment of interest.

a. An organization that requests and is granted an extension of time
for filing a tax return shall pay, with the tax, interest on the tax at

the rate of twelve percent per annum from the original due date of
the tax return through the date the tax is paid.

If additional tax is due based on an audit or a mathematical
verification of a tax return, an organization shall pay interest at the
rate of one percent of the additional tax for each month or fraction
of a month during which the tax remains unpaid, computed from
the due date of the tax return to the date paid.

I

Assessment of penalty.

a. If an organization, without intent to evade any tax imposed by this
chapter, fails to pay the tax due on a tax return, filed on or before
the due date or extended due date, the organization shall pay a
penalty of five percent of the tax due, or twenty-five dollars,
whichever is greater.

If an organization, without intent to evade any tax imposed by this
chapter, fails to file a tax return _on or before the due date or
extended due date, the organization shall pay a penalty of five
percent of the tax due, or twenty-five dollars, whichever is greater, if
the failure is for not more than one month, counting each fraction
of a month as an entire month, with an additional five percent for
each additional month or fraction thereof during which the failure
continues, not exceeding twenty-five percent in the aggregate.

I

If additional tax is due based on an audit or mathematical
verification of a tax return, an organization shall pay a penalty as

prescribed in subdivision a or b.
If an organization fails to pay any tax, interest, or penalty imposed by

this chapter, the attorney general shall bring court action to collect the

tax, interest, and penalty.

The attorney general may for good cause shown waive all or any part of
any interest or penalty that was assessed pursuant to this section.

e

If an organization that has failed to file a tax return and has been
notified by the attorney general of the delinquency refuses or neglects
within thi days after the notice to file a proper return, the attorne
general shall determine the adjusted gross proceeds of the organization
according to the best information available, and shall assess the tax at
not _more than double the amount so determined. The appropriate
interest and penalty also apply.

Interest and penalty are classified as expenses toward the expense
limitation of subsection 3 of section 53-06.1-11.
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SECTION 25. AMENDMENT. Section 53-06.1-13 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-13. Examination of books and records. The attorney general and
representatives of the governing body of a city or county with respect to a licensed
organization or organization that has been isswed a local permit by that geverning
body may examine or cause to be examined the books and records of any lteensed
the organization er orgenization that has beem issued o loenl permit to conduet
games of chanee under this ehapter to the extent that such books and records may
directly or indirectly relate to any transaction connected with holding, operating, or
conducting any game of ehanee.

SECTION 26. AMENDMENT. Section 53-06.1-14 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-14. Distributors and manufacturers - Licensure.

1. A manufacturer of pull tabs, manufacturer of peper bingo cards,
manufacturer of eleeironte-mrechentert pull tab dispensing devices,
manufacturer’s distributor of eleetronte-meehenieat pull tab dispensing
devices, and distributor shall apply annually for a license upon a form
prescribed by the attorney general before the first day of April in each
year and shail submit the appropriate license fee. Each applicant shall
provide such necessary and reasonable information as the attorney
general may require. The license fee for a distributor is one thousand
five hundred dollars. The license fee for a manufacturer’s distributor is
five hundred dollars. The license fee for a manufacturer of
eleetronie-meehanieat pull tab dispensing devices, manufacturer of pull
tabs, paper bingo cards, or both a manufacturer of pull tabs and paper
bingo cards, is two thousand dollars.

2. Ne A distributor may not sell, market, or otherwise distribute raffle
tickets or equipment for games eof ehamee except to other licensed
distributors, licensed manufacturers’ distributors, licensed organizations,
organizations that have been tsswed a local permit, geming seheets; or
other persons authorized by the attorney general. A manufacturer of
pull tabs or paper bingo cards may not sell, market, or otherwise
distribute pull tabs or peper bingo cards, other than to a licensed
distributor. A distributor of pull tabs or paper bingo cards must
purchase or otherwise receive pull tabs or papes bingo cards only from a
licensed manufacturer or licensed distributor. A manufacturer of
eleetronie-meehanieat pull tab dispensing devices may not sell, market,
or otherwise distribute pull tab dispensing devices other than to a
licensed distributor or a licensed manufacturer’s distributor. A licensed
distributor and licensed manufacturer’s distributor of
electronte-meehantent pull tab dispensing devices may purchase or
otherwise receive pull tab dispensing devices only from a licensed
manufacturer, licensed manufacturer’s distributor, or licensed distributor.

3.  Every An eligible organization shall acquire all raffle tickets or gaming
equipment fer games of ehmnee from a licensed distributor keensed
tnder this eheptes, unless the raffle tickets or gaming equipment fer
games of chenee are is printed, manufactured, or constructed by the
eligible organization or unless the raffle tickets are obtained from a
resident printer who has printed the raffle tickets at the request of the

organization. No game deal of pull tabs, punehbeards punchboard,
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sports pool beards board, calcutta beards board, deal of bingo cards
used in a dispensing device, or & series of paddlewheel ticket cards may
be sold without a North Dakota gaming stamp being affixed to them.

" Nerth Deaketa A licensed distributers distributor shall purchase the
North Dakota gaming stamps from the attorney gemerats effiee general
and the cost for each stamp may not exceed twenty-five cents.

4. Ne A licensed organization or organization that has beer issued a local
permit may not be a distributor. Ne A North Dakota wholesaler of
liquor or alcoholic beverages may not be a Nerth Dakets distributor.
Ne Neorth Pakete A licensed manufacturer may not be a Nerth Deakete
distributor or have any financial interest in a Nerth Pelceta distributor.
Ne Neorth Dakeota A distributor may not have any financial interest in a
Nerthr Dalcota licensed manufacturer.

5. The attorney general may, based on reasonable grounds or on written
complaint, suspend or revoke an organization’s local permit or an
organization’s, distributor’s, manufacturer’s distributor, or
manufacturer’s license for violation, by the organization, distributor,
manufacturer’s distributor, or manufacturer or any officer, director,
agent, member, or employee of the organization, distributor,
manufacturer’s distributor, or manufacturer, of this chapter or any

gaming rule adopted under this ehapter.

6. In addition to the basic license fee, the attorney general may require
payment of any additional fee necessary to defray the actual eests cost of
a background investigation of epplieamts an applicant. The attorney
general may require payment of the estimated additional fee in advance
a3 g conditten precedent to beginning the investigatien. The attorney
general shall notify the an applicant as seem a3 poessible after a

is made when it is determined that the an additional fee is
necessaryandshaﬂa&seno&fymeapphemefﬂaee&emeygenem}-s
best estimate of the emeunt of the additional leemnse fee. Any An
applicant may then withdraw the application in keu of paying rather
than pay the additional eest fee. The estimated eest fee must be placed
into the attorney general’s refund fund for use to defray the actual
expenses of the baeckground investigation. The remainder of the funds
must be returned to the applicant within thirty days of the eenelusion of
concluding the investigation.

SECTION 27. AMENDMENT. Section 53-06.1-15 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-1S. Form and display of license and local permit. Eeek A license and
local permit must contain the name and address of the leemsed organization es
ergamee&enthathasbeenmeeéaloedpemﬁandseehoﬁlermformanonas
prescribed by the attorney general or local governing body may sequire.

Eeael Except for the sale of a raffle ticket, a license and site authorization or
local permit must be conspicuously displayed at the geming site when eny a game ef
ehenee is conducted and for at lenst thirty minutes thereafier. The sele of a raffle
Helcet does not require the display of the license or leeal permit:

SECTION 28, AMENDMENT. Section 53-06.1-15.1 of the 1993
Supplement to the North Dakota Century Code is amended and reenacted as
follows:




Sports and Amusements Chapter 484 1429

53-06.1-15.1. Powers and duties of the attorney general. The attorney
general may:

1.

Inspect and examine all premises in which gaming is conducted or
gaming deviees er equipment ere is manufactured, sold, or distributed.
The _attorney general may require a licensed manufacturer to reimburse
the _attorney general for the reasonable actual cost of transportation,
lodging, meals, and incidental expenses incurred in inspecting the
manufacturer’s facility.

Inspect all equipment and supplies in, upon, or about suek the premises.

Seize and remove from such premises and impound any gaming related
equipment, supplies, games ef eharee, or books and records for the
purpose of examination and inspection. When books or records are
seized, the attorney general shall provide copies of those records or
books within twenty-feur seventy-two hours of a specific request by the
organization for a copy of the books or records seized.

Demand access to and inspect, examine, photocopy, and audit all books
and records of applicants, leensees organizations, lessors,
manufacturers, manufacturer’s distributors, and distributors, including
any affiliated companies on their premises and in the presence of the
appheants— Heensees; lessers; menufpcturers; distrtbutors; or agents
concerning any income or expense resulting from any gaming business
activity, determine compliance with this chapter or any gaming rule, and
require verification of income e, expense, or _devotion of net proceeds,
and all other matters affecting thre enfoereement of the peoliey and

previstens of this chapter.
Audﬁmémspeetanye&herbeoksaﬂéreeefésefehg:b}eefgamea&m

éevo&onofnetpfoeeedsﬁ-emgamesefehmee

Enter into a reciprocal agreement with the commissioner of the internal
revenue service of the United States for exchange of information for state
tax administration purposes.

SECTION 29. AMENDMENT. Section 53-06.1-15.2 of the North Dakota
Century Code is amended and reenacted as follows:

53-06.1-15.2. Attorney general may bring civil action for collection of fees and
tax and to force compliance.

1.

At any time within three years after any amount of fees or tax required
to be paid pursuant to this chapter becomes due, the attorney general
may bring a civil action to collect the amount due. However, if for any
reason there is a change in _adjusted gross income or tax liability by an
amount that is in excess of twenty-five percent of the amount of adjusted
gross _income or tax liability stated on the tax return as filed, any
additional tax determined to be due may be assessed any time within six
years after the due date of the tax return, or six years after the tax return
was filed, whichever period expires later. An action may be brought
even though the person owing the fees or tax is not presently a gaming
licensee under this chapter.
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2. The attorney general may institute an action in any district court for
declaratory injunctive relief against a person, whether or not the person
is a gaming licensee as the attorney general deems necessary to prevent
noncompliance with this chapter and the gaming rules adopted pursuant
to this chapter.

SECTION 30. AMENDMENT. Section 53-06.1-15.4 of the 1993
Supplement to the North Dakota Century Code is amended and reenacted as
follows:

53-06.1-15.4. Conditional license - Issuance. The attorney general, upon
application and at the attorney general’s discretion, may issue a conditional license
to conduct games ef ekenee to an eligible organization whose regularly issued license
has been suspended or revoked for a violation of this chapter or gaming rules
adepted undes this ehapter or whose regularly issued license has been relinquished.
The attorney general shall designate the time period for which the conditional license
is valid and may impose any conditions for issuance of the license as the atterney
general determines necessary: Seection 53-06-116-2 does net apply to an cligible
erganization to whom & conditienal license is issued pursuant to this seetion.

SECTION 31. AMENDMENT. Section 53-06.1-16 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

§3-06.1-16. Violation of chapter or rule - Misdemeanor - Forfeiture of
licensure - Ineligibility. Any Except as otherwise provided by this chapter, a person
who knowingly makes a false statement in any application for a local permit, license,
or authorizing resolution or in any statement annexed thereto, or who fails to keep
sufficient books and records to substantiate the gross proceeds, prizes, expenses, or
devotion of net proceeds resulting frem games of chanee eenducted under this
ehepter, or who falsifies any books or records se far as they relate relating to any
transaction connected with the holding, operating, and conducting of any game of
ehenee games, or who violates this chapter, any gaming rule adepted under this
ehapter, or of any term of a local permit or license is guilty of a class A
misdemeanor. If convicted, the person forfeits any license or local permit issued to it
pursuant to this chapter and is ineligible to reapply for a license or local permit for a
period of time determined by the attorney general er eemmissien. Notwithstanding
section 5-02-02, an eligible organization that possesses a license issued under chapter
5-02 may not have that license suspended, revoked, or denied in consequence of
action taken under this section.

SECTION 32. AMENDMENT. Section 53-06.1-16.1 of the 1993
Supplement to the North Dakota Century Code is amended and reenacted as
follows:

53-06.1-16.1. Bogus chips, marked cards, cheating devices, or fraudulent
schemes unlawful - Penalty. It is unlawful for any person playing or conducting any
authorized game ef ekemee conducted by & leensed an eligible organization:

1. To use bogus or counterfeit chips or pull tabs, or to substitute or use any
game, cards, pull tabs, or game piece that have been marked or
tampered with.

2. To employ or have on one’s person any cheating device to facilitate
cheating in any game of ehanee, or to attempt to commit or commit a
theft, or to assist in committing any other fraudulent scheme.
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3. To willfully use any fraudulent scheme or technique, including when an
operator or player of games of pull tabs directly or indirectly solicits,
provides, or receives inside information of the status of a game for the
benefit of either person.

4. To alter or counterfeit a site authorization, gaming license, or North
Dakota gaming stamp.

5. To knowingly cause, aid, abet, or conspire with another person or to
cause any person to violate this chapter or any gaming rule adepted

under this ehapter.

A person violating this section is guilty of a class A misdemeanor unless the amount
gained through the use of these items, schemes, or techniques resulted in a person
obtaining over five hundred dollars, then the offense is a class C felony. However, if
a person uses a fraudulent scheme regarding soliciting, providing, or receiving inside
information involving the game of pull tabs or uses a fraudulent scheme or technique
to cheat or skim involving the games of pull tabs, twenty-one, or bingo, regardless of
the amount gained, then the offense is a class C felony.

SECTION 33. AMENDMENT. Section 353-06.1-16.2 of the 1993
Supplement to the North Dakota Century Code is amended and reenacted as
follows:

§3-06.1-16.2. License suspension or revocation by etterney general or
eommission - Ineligibility for local permit. A licensed organization that has its license
suspended or revoked by the attorney general er ecemmissien or & leensed
erganizatien that has not devoted its net proceeds is ineligible for a local permit to
conduct raffles, sports pools, or bingo during the period of suspension or revocation.

SECTION 34. AMENDMENT. Section 53-06.1-17 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-17. Rules. The commission shall adopt rules in accordance with
chapter 28-32, relating te; but net limited te; to include methods of play, conduct,
and promotion of games ef ekenmee; methods, procedures, and minimum standards
for meeounting emd recordkeeping; requiring reports by licensed organizations;
methods of competition and doing business by distributors, manufacturers, and
manufacturers’ distributors; marking or identification of raffle tickets, pull tabs,
bingo equxpment pull tab receptacles, punchboa.rds, or any other implements of
gaming egmgmen t used or distributed in this state to implement or
effectunte the preovistens and purpese of this ehapter; quality standards for the
manufacture of pull tabs and bingo cards, pull tab and bingo card dispensing
devices, and paper bingo cards; to ensure that the emtire net proceeds of games of
ehanee are devoted to educational, charitable, patriotic, fraternal, religious, or other
public-spirited uses as defined by this chepter; to protect and promote the public
interest; to ensure fair and honest games of ehenee; to ensure that fees and taxes are
paid; to impose monetary fines and establish appeal procedures; to establish
guidelines for work permits issued by counties and cities; and to seeie te prevent er
and detect unlawful gambling activity.
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SECTION 35. REPEAL. Section 53-06.1-04 of the North Dakota Century
Code and sections 53-06.1-02.1, 53-06.1-05, and 53-06.1-08.1 of the 1993
Supplement to the North Dakota Century Code are repealed.

Approved April 11, 1995
Filed April 12, 1995
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CHAPTER 485

HOUSE BILL NO. 1355
(Representatives Payne, Kretschmar)
(Senators W. Stenehjem, Wogsland)

GAMING SITE EMPLOYEE ASSISTANCE TO GAMING
ORGANIZATIONS

AN ACT to amend and reenact subsection 3 of section 53-06.1-03, section
53-06.1-06, and subsection 3 of section 53-06.1-11 of the North Dakota
Century Code, relating to licensure of eligible organizations and allowable
expenses for games of chance.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

235 SECTION 1. AMENDMENT. Subsection 3 of section 53-06.1-03 of the
1993 Supplement to the North Dakota Century Code is amended and reenacted as
follows:

3. The attorney general shall license eligible organizations that conform to
the requirements of this chapter by issuing lieenses as follows:

& A elgss A license to an eligible organization that is a freternal;
veterans; or etviec and service organization:

b: A elass B license to an cligible organization thet i3 e cheriteble;
religiotis; eduentionnl: publicapirited; or publie safety organizatten:
Fhe attorney general mey deny e einss B lieense to an otherwise
eligible organization if the orgenization i3 conneeted; direety or
indireety; to the holder of a Neorth Dakotn retatl aleoholie beverage
heense: An eligible organization that qualifies for e elass A license
may not alse be issued a elass B heense:

e:  The ecommission may establish by rule ne mere then twe additiennt
elasses of lieenses based on the frequeney of gaming; the types of
games of chance conducted by the licensed ergenization; and the
edruﬂeégnsspreeeedsee&ee%eéerexpeetedtobeeoﬂeeteébyihe

heensed organizotion.

236 SECTION 2. AMENDMENT. Section 53-06.1-06 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

53-06.1-06. Persons permitted to conduct games of chance - Gaming site
- Equipment - Compensation.

25 Section 53-06.1-03 was also amended by section 4 of House Bill No. 1168,
chapter 484.

26 Section 53-06.1-06 was also amended by section 9 of House Bill No. 1168,
chapter 484,
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No person, except a member or employee of a licensed organization or
an organization that has been issued a local permit or a member of an
organization auxiliary to a licensed organization or an organization that
has been issued a local permit, may assist in the holding, operating, or
conducting of any game of chance under this chapter. In the conduct of
pull tabs through an electronic-mechanical dispensing device, the
attorney general may allow employees of licensed alcoholic beverage
establishments to provide limited assistance to & elass B leensed

elass # lLicensed erganization organizations. However, a volunteer of an
eligible organization may sell raffle tickets.

Except when authorized by the attorney general, no games of chance
may be conducted with any gaming equipment other than gaming
equipment owned by an eligible organization or rented at a reasonable
rate by an eligible organization from a licensed distributor.

The governing board of an eligible organization is primarily responsible
and may be held accountable for the proper determination and
distribution of the net proceeds of games of chance.

The gaming site where any game of chance is being held, operated, or
conducted, or where it is intended that the game will be held, must be
open to inspection by the attorney general and by law enforcement
officials of this state.

When any merchandise prize is awarded in a game of chance, its value
is its current retail price.

Equipment, prizes, and supplies for games of chance may not be
purchased or sold at prices in excess of the usual price thereof.

A elass A organization must devote the entire net proceeds derived from
eondueting games of chance within three menths from the end of the
quarter in which sueh proceeds were earned to eligible uses: A eless A
organization desiring to heold the net proeceeds for a peried longer than
three menths shait apply to the aitorney general for speetat permission;
and upon good eause shown; the atiorney general may grant the request:

No person who has pled guilty to or been found guilty of a felony may
sell or distribute equipment, or conduct or assist in games of chance
under this chapter for five years from the date of the conviction or
release from incarceration, parole, or probation, whichever is the latter.
No person determined by the attorney general to have participated in
organized crine or unlawful gambling, may be permitted to sell or
distribute equipment, or conduct or assist in games of chance under this
chapter for a period determined by the attorney general.

Any person involved with the conduct of games of chance must be:
a. A person of good character, honesty, and integrity.
b. A person whose prior activities, criminal record, reputation, habits,

and associations do not pose a threat to the public interest of this
state or to the effective regulation and control of gaming, or create
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or enhance the dangers of unsuitable, unfair, or illegal practices,
methods, and activities in the conduct of gaming or the carrying on
of the business and financial arrangements incidental to the conduct
of gaming.

48+ 9. The attorney general or commission may prohibit a person from playing
games of chance if the person violates this chapter or any rule adopted
under this chapter.

4= 10. The attorney general or commission may require a licensed organization
to pay a bingo or raffle prize to a player based on a factual
determination, after opportunity for the parties to be heard, by the
attorney general or commission.

+2- 11. If bingo is the primary game of chance conducted at an authorized site,

no licensed organization may pay bingo prizes in which the aggregate of
the bingo prizes for a quarter exceeds the total bingo gross proceeds for
the quarter at that site. However, a bingo prize that equals or exceeds
ten thousand dollars is excluded from the computation of the aggregate
of the bingo prizes.

12. An organization shall disburse net proceeds within the period prescribed
by rule.

237 SECTION 3. AMENDMENT. Subsection 3 of section 53-06.1-11 of the
1993 Supplement to the North Dakota Century Code is amended and reenacted as
follows:

3. Subject to the limitations of this subsection, expenses incurred for games
of chance may be deducted from adjusted gross proceeds, to the extent
that total expenses for games of chance do not exceed fifty percent of the
first two hundred thousand dollars of adjusted gross proceeds per
quarter and forty-five percent of the adjusted gross proceeds in excess of
two hundred thousand dollars per quarter. Hewever; for an autherized
sﬁeatwhehdaegamepuﬂtsbsmtheen}ygameefehmeeeeﬂdueteé
and the eenduet of pull tabs is threugh an eleetronic-rrechenient
dispensing deviee; expenses ineurred for this game of chernee may be
dedueted from adiusted gross preeceds; based on the average adfusted

gross proceeds of all of an organization’s authorized sites at whieh the
game of pull tabs i3 conducted through clectronte-mechanienl dispensing
devices; aecording to the following:

delinrs per quarier; an expense limitation of fifty pereent:

b: On average adjusted gross preceeds execeding eight thousend

27 Section 53-06.1-11 was also amended by section 1 of House Bill No. 1052,
chapter 486, and section 19 of House Bill No. 1168, chapter 484.
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e: On overage adiusted gross preceeds exeeeding twelve theusend
dellars per quaster; but net exceeding sixteen thousend dellers per

quarter; an expense limitation of foriy pereent:

d: On average adjusted gross proceeds exeeeding sikteen theousand
dellars per quarter; an expense limitatton of thirty-five pereent

Cash shorts incurred in games of chance are classified as expenses
toward the expense limitation. Notwithstanding the limitations of this
subsection, in addition to the expenses allowed to be deducted from
adjusted gross proceeds, a licensed organization may deduct as an
expense capital expenditures for security or video surveillance equipment
used for controlling games of chance if the equipment is required by
section 53-06.1-10 or rules adopted by the commission and the
equipment is approved by the attorney general. The figure used for
adjusted gross proceeds is as determined in subsection 1 of section
53-06.1-01 before any reduction for taxes. This subsection does not
authorize violations of the rent limitations contained in this chapter.

Approved April 4, 1995
Filed April 4, 1995
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CHAPTER 486

HOUSE BILL NO. 1052
(Legislative Council)
(Interim Judiciary Committee)
(Representatives Brown, Coats, Kretschmar)

PULL TABS EXPENSE DEDUCTION

AN ACT to amend and reenact section 53-06.1-11 of the North Dakota Century
Code, relating to the expense limitation for games of chance.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

28 SECTION 1. AMENDMENT. Section 53-06.1-11 of the 1993 Supplement
to the North Dakota Century Code is amended and reenacted as follows:

§3-06.1-11. Statement of receipts - Expenses.

1. All moneys collected or received from games of chance and admissions
thereto, except cash prizes of one hundred dollars or less paid
immediately, must be deposited in a special account of the licensed
organization which contains only that money. Cash prizes of an amount
to be determined by the attorney general and purchase prices of
merchandise prizes must be withdrawn from such account by
consecutively numbered checks duly signed by a specified officer or
officers of the organization and payable to a specific person or
organization. There must also be written on the check the nature of the
prize for which the check is drawn. No check may be drawn to “cash”
or a fictitious payee. In the case of a cash prize of more than one
hundred dollars, the prize may also be issued by an accountable receipt
or nonnegotiable instrument approved by the attorney general.

2. No part of the net proceeds after they have been devoted to an eligible
use recipient may be used by the donee to pay any person for services
rendered or materials purchased in connection with the conduct of
games of chance by the donor organization.

3. Subject to the limitations of this subsection, expenses incurred for games
of chance may be deducted from adjusted gross proceeds, to the extent
that total expenses for games of chance do not exceed fifty percent of the
first two hundred thousand dollars of adjusted gross proceeds per
quarter and forty-five percent of the adjusted gross proceeds in excess of
two hundred thousand dollars per quarter. However, for an authorized
site at which the game pull tabs is the only game of chance conducted
and the conduct of pull tabs is through an electronic-mechanical
dispensing device, expenses incurred for this game of chance may be
deducted from adjusted gross proceeds, based on the average adjusted

28 Section 53-06.1-11 was also amended by section 3 of House Bill No. 1355,
chapter 485, and section 19 of House Bill No. 1168, chapter 484.
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gross proceeds of all of an organization’s authorized sites at which the
game of pull tabs is conducted through electronic-mechanical dispensing
devices, according to the following:

a. On average adjusted gross proceeds not exceeding eight thousand
dollars per quarter, an expense limitation of fifty percent.

b. On average adjusted gross proceeds exceeding eight thousand
dollars per quarter, but not exceeding twelve thousand dollars per
quarter, an expense limitation of forty-five percent.

c. On average adjusted gross proceeds exceeding twelve thousand
dollars per quarter, but not exceeding sixteen thousand dollars per
quarter, an expense limitation of forty percent.

d. On average adjusted gross proceeds exceeding sixteen thousand
dollars per quarter, an expense limitation of thirty-five percent.

Cash shorts incurred in games of chance are classified as expenses
toward the expense limitation. Notwithstanding the limitations of this
subsection, in addition to the expenses allowed to be deducted from
adjusted gross proceeds, a licensed organization may deduct as an
expense capital expenditures for security or video surveillance equipment
used for controlling games of chance if the equipment is required by
section 53-06.1-10 or rules adopted by the commission and the
equipment is approved by the attorney general. The figure used for
adjusted gross proceeds is as determined in subsection 1 of section
53-06.1-01 before any reduction for taxes. This subsection does not
authorize violations of the rent limitations contained in this chapter.

In addition to the expense limitation provided in subsection 3, an
organization that conducts the game of pull tabs at an authorized site
may deduct as an expense two and one-half percent of the gross
proceeds for this game of chance.

Approved March 29, 1995
Filed March 29, 1995
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CHAPTER 487

HOUSE BILL NO. 1365
(Representatives Mutzenberger, Tollefson, Wilkie, Kelsch)
(Senators Bowman, Krebsbach)

RACING FUNDS USE

AN ACT to amend and reenact subsection 2 of section 53-06.2-11 of the North
Dakota Century Code, relating to uses of racing funds in excess of expenses.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 2 of section 53-06.2-11 of the
1993 Supplement to the North Dakota Century Code is amended and reenacted as

follows:

2.

For each day of a live race meet or a simulcast day in this state for each
daily double, quinella, exacta, trifecta, or other wager combining two or
more horses for winning payoffs, the licensee shall deduct up to
twenty-five percent of each wagering pool. Of this amount, the licensee
may retain twenty-one percent for expenses. One-half of one percent
must be paid to the Nerth Dalota raeing commission to be uvsed for the
Nerth Delcote deposited in the purse fund. One-half of one percent
must be paid to the commission to be deposited in the promotion fund.
One-half of one percent must be paid to the Nerth Daketa reeing
commission to be used for the Nerth Dekete deposited in the breeders’
fund. The remaining theee two and one-half percent must be paid to the
state treasurer to be deposited in the general fund.

Approved March 21, 1995
Filed March 21, 1995
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CHAPTER 488
HOUSE BILL NO. 1199

(Representatives Wald, Gorman)
(Senator Mathern)

PRIZE NOTICES

AN ACT to provide for the regulation of prize notices; and to provide a penalty.
BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. Definitions. As used in this Act, unless the context otherwise

requires:

1.

"Prize” means an item or service of value that is offered or awarded to a
participant in a real or purported contest, competition, sweepstakes,
puzzle, drawing, scheme, plan, or other selection process.

"Retail value” of a prize means:

a. A price at which the sponsor can substantiate that a substantial
number of the prizes have been sold to the public in this state
during the preceding year; or

b. If the sponsor is unable to satisfy the requirement in subdivision a,
then no more than one and one-half times the amount the sponsor
paid or would pay for the prize in a bona fide purchase from an
unaffiliated seller.

"Sponsor” means a person that requires another person in this state to
pay money as a condition of awarding the person a prize, or as a
condition of allowing the person to receive, use, compete for, or obtain
information about a prize, or that creates the reasonable impression that
such a payment is required.

SECTION 2. Disclosures required.

1.

A sponsor may not require a person to pay the sponsor money as a
condition of awarding the person a prize, or as a condition of allowing
the person to receive, use, compete for, or obtain information about a
prize. A sponsor may not use a solicitation that creates the reasonable
impression that a payment is required, unless the sponsor first has
delivered to the person written prize notice containing the following
information:

a. The true name or names of the sponsor and the address of the
sponsor’s actual principal place of business;

b. The retail value of each prize the person receiving the notice has
been selected to receive or may be eligible to receive;

c. A statement of the person’s odds of receiving each prize identified in
the notice;
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Any requirement that the person pay shipping or handling fees or
any other charges to obtain or use a prize, including the nature and
amount of the charges;

If receipt of the prize is subject to a restriction, a statement that a
restriction applies, and a description of the restriction;

Any limitation on eligibility; and

If a sponsor represents that the person is a “winner”, is a “finalist”,
has been “specially selected”, is in “first place”, or is otherwise
among a limited group of persons with an enhanced likelihood of
receiving a prize, the written prize notice must contain a statement
of the maximum number of persons in the group or purported
group with this enhanced likelihood of receiving a prize.

The information required by subsection 1 must be presented in the
following form:

a.

The retail value and the statement of odds required must be stated
in immediate proximity to each identification of a prize on the
written notice and must be in the same size and boldness of type as
the reference to the prize. The statement of odds must include, for
each prize, the total number of prizes to be given away and the total
number of written prize notices to be distributed. The number of
prizes and written prize notices must be stated in Arabic numerals.
The statement of odds must be in the following form:

(number of prizes) out of notices distributed.

If a person is required to pay a shipping or handling fee or any
other charge to obtain a prize, to be eligible to obtain a prize, or
participate in a contest, the following statement must appear in
immediate proximity to each listing of the prize in the written prize
notice, in not less than ten-point boldface type: YOU MUST PAY

$ TO RECEIVE THIS ITEM or YOU MUST PAY
$ TO COMPETE FOR THIS ITEM, whichever is
applicable.

The statement required under subdivision g of subsection 1 must
appear in immediate proximity to each representation that the
person is among a group of persons with an enhanced likelihood of
receiving a prize and must be in the same size and boldness of type
as the representation.

SECTION 3. Prize award required. No later than thirty days after making
the representation, a sponsor who represents to a person that the person has been
awarded a prize shall provide the person with the prize, or with a voucher,
certificate, or other document giving the person the unconditional right to receive the
prize, or provide the person with either of the following items selected by the person:

1.

Any other prize listed in the written prize notice that is available and
that is of equal or greater value; or

The retail value of the prize, as stated in the written notice, in the form
of cash, a money order, or a certified check.
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SECTION 4. Exemptions.

1

This Act does not create liability for acts by the publisher, owner, agent,
or employee of an advertising agency, a newspaper, periodical, radio
station, television station, cable television system, or other advertising
medium arising out of the publication or dissemination of a solicitation,
notice, or promotion governed by this Act, unless the publisher, owner,
agent, or employee had knowledge that the solicitation, notice, or
promotion violated the requirements of this Act, or had a financial
interest in the solicitation, notice, or promotion.

This Act does not apply to solicitations or representations, in connection
with:

a. The sale or purchase of books, recordings, videocassettes,
periodicals, and similar goods through a membership group or club
that is regulated by the federal trade commission under title 16,
Code of Federal Regulations, part 425.1 concerning use of negative
option plans by sellers in commerce.

b. The sale or purchase of goods ordered through a contractual plan
or arrangement such as a continuity plan, subscription
arrangement, or a single sale or purchase series arrangement under
which the seller ships goods to a consumer who has consented in
advance to receive the goods and after the receipt of the goods is
given the opportunity to examine the goods and to receive a full
refund of charges for the goods upon return of the goods
undamaged.

c. A sale by a catalog seller that derives at least fifty percent of its
annual revenues from the sale of products sold in connection with
the distribution of catalogs of at least twenty-four pages that contain
written descriptions or illustrations and sale prices for each item of
merchandise, if the catalogs are distributed in more than one state
with a total annual distribution of at least two hundred fifty
thousand.

SECTION 5. Penalty - Remedies.

1.

A violation of this Act is an unlawful practice in violation of section
51-15-02 and is subject to applicable provisions of chapter 51-15.

A person who intentionally violates this Act is guilty of a class C felony.
It is evidence of intent if the violation occurs after the attorney general
has notified a person by certified mail that the person is in violation of
this section.

A person suffering pecuniary loss because of an intentional violation of
this section may bring an action in district court to recover costs,
reasonable attorney fees, and the greater of five hundred dollars or twice
the amount of the pecuniary loss.
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4. This Act provides relief in addition to the remedies or penalties provided
under other law.

Approved March 15, 1995
Filed March 15, 1995





