CALIFORNIA GAMBLING CONTROL COMMISSION

INITIAL STATEMENT OF REASONS
CGCC-GCA-2009-02-C

HEARING DATE: August 19, 2010

SUBJECT MATTER OF
PROPOSED REGULATIONS: Remote Caller Bingo.

SECTIONS AFFECTED: California Code of Regulations, Title 4, Division
18, Chapter 8, Sections 12480, 12488, 12492,
12494, 12496, 12498, 12499, 12501, 12502, 12504,
and 12508.

SPECIFIC PURPOSE OF REGULATORY PROPOSAL:

INTRODUCTION:

Pursuant to its authority under Penal Code Sections 326.3, 326.4, 326.45, and 326.5, the
California Gambling Control Commission (Commission) is proposing to amend and adopt
regulations pertaining to remote caller bingo (RCB) games. The Commission previously
adopted emergency regulations® which became effective April 24, 2009, that created an interim
licensing process for license types pertaining to RCB games and recognition of nonprofit
organizations that qualify to sponsor or cosponsor RCB games. The Commission also adopted
emergency regulations? which set forth requirements for bingo equipment approval, standards of
play, and audits. The intent of these proposed regulations is to amend and make the emergency
regulations permanent. The amendments were found to be necessary to provide clarity,
consistency, and technical clean-up due to recent statutory changes. In addition, the Commission
IS proposing to create a separate interim license type for manufacturers and distributors of bingo
card-minding devices (CMDs) from those businesses that provide bingo equipment, supplies,
and services (i.e., vendors) to nonprofit organizations conducting RCB games.

BACKGROUND:

Senate Bill 1369 (SB1369) * authorized “remote caller bingo” as a game that would allow
specific nonprofit organizations to use audio or video technology to remotely link designated in-
state facilities to conduct live bingo games, if authorized pursuant to a local ordinance and
approved by the Commission. According to the author, SB 1369 was intended to provide
nonprofit organizations an opportunity to increase their fundraising ability by authorizing RCB,
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which will allow charities across the State to combine their games and offer larger prizes than
allowed under current law.

The Commission is required to regulate RCB, including but not limited to, the development of
regulations for licensure and permitting of persons who conduct RCB games and who
manufacture and distribute RCB equipment, supplies, and services. As part of SB1369, the
Commission was also tasked with approving bingo CMDs along with licensing the
manufacturers and distributors of the CMDs.

EXISTING LAW:

Penal Code section 326.3, subdivision (b), specifies the requirements that nonprofit organizations
must meet in order to be eligible to conduct RCB. Subdivision (q) requires that any person who
conducts RCB games and any person who directly or indirectly manufactures or distributes
supplies, devices, services, or equipment used in remote caller bingo games must be licensed by
the Commission. In addition, subdivision (r) specifies that persons employed by an authorized
organization performing “administrative,” “managerial,” “technical,” “financial,” and “security”
duties must have work permits issued pursuant to section 19805 of the Business and Professions
Code.

PROPOSED ACTION:

This proposed action amends and permanently establishes Section 12480 in Article 1; Section
12488 in Article 2; Sections 12492, 12493, and 12496 in Article 3; Sections 12500, 12501,
12503, 12504, and 12505 in Article 4; and Section 12508, in Article 5, of Chapter 8, Division 18,
Title 4 of the California Code of Regulations. The amendments are follows:

I. Article 1. Definitions and General Provisions.

Section 12480. Definitions.

This proposal would make several amendments to subsection (b) as follows:

e Paragraph (1) would be amended to clarify the activities related to “Administrative
duties.” It would be defined to include all aspects of coordinating RCB games including
the planning, organizing, and scheduling with other organizations. Administrative duties
may be performed by either a member of the organization or an individual that is
employed by an organization as permitted in section 326.3(k)(1) of the Penal Code. The
performance of administrative duties requires individuals to obtain a work permit and the
definition would be modified to be more appropriate by specifically deleting descriptions
such as controlling and budgeting RCB games.

e Paragraph (5) would be amended to delete the requirement that the caller must be a
member of the organization and specifies that the caller shall be at the host game site.
This is necessary since Penal Code section 326.3(k)(1) allows for an entity employed by
the organization to conduct RCB if a written agreement is made; therefore, the caller may
not be just limited to “members” of the organization and could be an individual
associated with the entity assisting with the conduct of RCB.



Paragraph (7) would delete references to distributing equipment, supplies, and services
that pertain to RCB. The definition of a vendor in paragraph (39) will pertain to
providers of bingo equipment, supplies, or services used in the conduct of RCB games.
This is necessary to differentiate between distributors of CMDs and providers of RCB
services by more appropriately categorizing them as a vendor.

Paragraph (8) would delete the reference to a volunteer requiring a work permit if
conducting RCB games in the specified categories. This was found to be necessary in
order to be consistent with section 326.3(d) of the Penal Code, which allows individuals
to be paid a reasonable fee, which would not apply to volunteers. The performance of
these duties may be conducted by a member of the organization or an employee of a
vendor that has a written agreement and is paid for their service pursuant to Penal Code
section 326.3(k)(1).

Paragraph (10) would provide clarification that the financial duties may be performed on
behalf of an organization or a vendor. Penal Code section 326.3(k)(1) allows for an
entity to conduct RCB if a written agreement is made with an authorized organization.

Paragraph (15) would be amended so that a fiduciary, site manager, or caller would not
be limited to being directly associated with an authorized organization. Individuals
performing these duties will require an interim license whether they are a member of an
organization or are employed by a vendor. This was found to be necessary since Penal
Code section 326.3(k)(1) allows a vendor to conduct RCB if a written agreement is made
with an authorized organization. In addition, the proposed amendments pertaining to
owner-licensees of a manufacturer, distributor, or vendor business would specify the
three interim license types. This is necessary since the vendor license type pertains to
RCB and would now be a separate license type.

Paragraph (16) would be deleted. The term, “Work permit” will be defined in paragraph
(42).

Paragraph (17) would be renumbered as paragraph (16) and would specify that an
individual that performs managerial duties may provide assistance to the licensed site
manager. This is necessary to provide a clear definition and to distinguish between the
performance of managerial duties, which require a work permit and those of a site
manager, which require a license.

Paragraph (18) would be renumbered as paragraph (17) and would be amended to delete
reference to RCB services. This is technical clean-up since a provider of RCB services
should not be considered a manufacturer. The provider of RCB services will be included
in the definition of a vendor in paragraph (39).

Paragraph (19) would be renumbered as paragraph (18) and would be amended to clarify
the definition of a member. This change is non-substantive.

Paragraphs (20) through (23) would be renumbered accordingly as (19) through (22).



Paragraph (24) would be renumbered as paragraph (23) and would be amended to add in
the vendor license type. This is necessary since the vendor license type would now be
separate. In addition, language would be added to specify that the owner is endorsed on
the license certificate issued to the owner-licensee of the business, which is defined in
paragraph (24). This will clarify that the owner does not receive their own license
certificate, but is instead associated with the certificate issued to the owner-licensee.

Paragraph (25) would be renumbered as paragraph (24) and would be amended to add in
the vendor license type. This is necessary since the vendor license type pertains to RCB
and would now be a separate license type.

Paragraphs (26) through (28) would be renumbered accordingly as paragraphs (25)
through (27).

Paragraph (30) would be renumbered as (28). The definition is only being amended to
reflect the new reference to Section 12505.

Paragraph (31) and (32) would be renumbered accordingly as paragraphs (30) and (31).

Paragraph (33) would be deleted. The term, “Work permit” will be defined in paragraph
(41).

Paragraph (34) through (37) would be renumbered accordingly as paragraphs (32)
through (35).

Paragraph (38) would be renumbered as paragraph (36) and would specify that a site
manager must be physically present at each RCB game site; would be the primary person
responsible for the game conduct, staff, and patrons at the site; and would be responsible
for obtaining the winner’s information. Section 326.3 (p) of the Penal Code requires that
the declared winner’s information shall be reported to the on-site manager. This
amendment would specify this as part of a site manager’s responsibility.

Paragraph (39) would be renumbered as paragraph (37).

Paragraph (40) would be renumbered as paragraph (38) and would be amended to clarify
that the technical duties pertain to RCB equipment.

Paragraph (41) would be renumbered as paragraph (39) and would be amended to create
a vendor license type that pertains to providers of equipment, supplies, and services used
in RCB games. This would differentiate the distributors of CMDs from distributors
providing equipment and supplies used in RCB games. Although RCB related provisions
pursuant to section 326.3 of the Penal Code and CMD related provisions pursuant to
section 326.5 of the Penal Code were both associated with the chaptering of SB 1369,
they have different purposes. The Commission licenses the manufacturers and
distributors of CMDs and approves the CMDs for use in charitable bingo games,
including both traditional bingo games and RCB games. The Commission also has been
tasked with approving bingo equipment, supplies, and services used solely in RCB



games, including the licensing of the manufacturers, distributors, and vendors. It was
determined to be more appropriate to separate the license types to make it clear that
companies providing CMDs are distinct from those providing RCB equipment, supplies,
or services by identifying the latter as vendors.

Paragraph (40) would be added to define a volunteer. This would clarify that a volunteer
is a member of an organization who assists with the conduct of RCB games and is not
compensated for the duties performed relating to RCB.

Paragraph (41) would be added to define that a work permit is required for specific
categories of duties. The permit may be issued by the Commission or the local
jurisdiction. This is necessary since Penal Code section 326.3 (r) provides that work
permits be obtained and maintained as defined in Business and Professions Code section
19805.

Article 2. Bingo Equipment, Devices, and Supplies.

Section 12488. Approval of Remote Caller Bingo Equipment.

Section 12488 would be amended as follows:

Paragraph (2)(A) of subsection (d) would delete reference to the distributor and replace it
with a vendor. This is necessary since the definitions have been amended to delete
distributors of RCB equipment and supplies and instead define them as vendors.

Article 3. Manufacturers and Distributors of Bingo Equipment, Devices, and Supplies.

The title of Article 3 would be amended to add in reference to a vendor license type.

Section 12492. Interim Licenses; Initial and Renewal; Conditions.

Section 12492 would be amended throughout to add in a vendor license type. This is to
distinguish manufacturers and distributors of CMDs from providers of RCB equipment,
supplies, and services.

Paragraph (1) of subsection (d) would be amended to reference a revised Application for
Interim License for Manufacturers, Distributors, and Vendors of Bingo Equipment,
Devices, Supplies, and Services, CGCC-610. The changes to the form would be as
follows:

= The introductory paragraph would be amended to indicate that the Commission issues
interim licenses to manufacturers and distributors of CMDs and any vendor providing
bingo supplies, equipment, and services used in the playing of RCB games. The
paragraph would further explain that an application is required from the “owner-
licensee” and every “owner” with a 10 percent or greater interest in or significant
influence over, the business. This will assist applicants in determining who is
required to submit applications for an interim license.



= The third paragraph would be deleted and added to Section 2 since it applies to
individual owner applicants.

= Section 1 would be amended by adding in the specific license categories for which an
interim license is required. This will further define the license type and provide more
clarity to the applicant by making it more specific.

= Section 2 would be amended to provide an explanation of an owner-licensee, an
individual owner applicant, and owner entity applicants.

= Section 3a would delete the reference in the instructions that the applicant only needs
to disclose business locations where it manufacturers or distributes bingo equipment.
The Commission would need to know the principal place of business and if there are
any other locations within California.

= Section 3c would add that the applicant is only required to disclose new information
not previously disclosed to the Commission. This relieves the applicant from having
to provide the same information and documentation annually.

= Section 4 would be deleted. This section was previously included as a means to
gather information about the various bingo related devices, equipment, and supplies
in which a company was involved. This area provided the Commission with some
initial information; however, it is no longer necessary and may be confusing to the
applicant.

= Section 5a and 5b would be renumbered to 4a and 4b respectively.
= Section 6 would be renumbered to Section 5.
= Section 7 would be renumbered to Section 6. In addition, condition (5) would be

amended to reference the amended section number.

Section 12494. Interim License Denial; Applicant Disqualification.

Section 12494 would be renumbered as Section 12493 in order to allow Section 12494 to be
used for a future regulation.

Section 12496. Change of Business Location.

Section 12496 would be amended by adding in the vendor license type. This is necessary
since the vendor license type is being added to Chapter 8. The reporting of a change in a
business location was previously required.

Article 4. Remote Caller Bingo Interim Licenses and Interim Work Permits.

Section 12498. Interim Licenses; Initial and Renewal; Conditions.




Section 12498 would be renumbered as Section 12500 in order to allow for Section 12498
to be used for a future regulation.

This section would be amended as follows:

e Paragraph (1) of subsection (c) would reference a revised Application for Interim License
for Remote Caller Bingo, CGCC-620. The form would be amended as follows:

= Section 1 would add the option for the applicant to indicate the organization or the
vendor they are associated with.

= |n Section 2 the definitions for a “Caller” and a “Site Manager” would be revised to
be consistent with changes in the corresponding definitions in subsection (b) of
Section 12480.

= Section 3a would add the option for the applicant to indicate their association with the
authorized organization or vendor. This provides consistency with the regulation and
allows the applicant to indicate their association with either.

= |nsection 5, condition (5) would be amended to reference the amended section
number.

Section 12499. Interim License Denial; Applicant Disqualification.

Section 12499 would be renumbered as Section 12501 in order to allow for Section 12499 to
be used for a future regulation. There would be no changed to the regulation text.

Section 12501. Interim Work Permits; Initial and Renewal; Conditions.

Section 12501 would be renumbered as Section 12503.

e Subsection (a) would be amended by adding a reference to the definition of an
“employee” and deleting the requirement that an employee be directly associated with an
authorized organization. This helps to clarify that an employee may be associated with
the organization or a vendor that the organization has a written agreement with for the
conduct of the games. In addition, language would be added to indicate that a work
permit could be issued by a city, county, or city and county thereby maintaining the
authority and discretion of local jurisdictions and avoiding unnecessary duplication.

e Paragraph (1) of subsection (b) would reference a revised Application for Interim work
Permit for Remote Caller Bingo, CGCC-622. The application would be revised as
follows:
= The introductory paragraph would be revised to be consistent with changes to the

regulation text.

= Section 1 would add the option for the applicant to indicate the organization or the



vendor they are associated with.

= Section 2 would add the option for the applicant to indicate their association with the
authorized organization or vendor. This provides consistency with the regulation and
allows the applicant to indicate their association with either.

= |nsection 5, condition (5) would be amended to reference the amended section
number.

Section 12502. Interim Work Permit Denial; Applicant Disqualification.

Section 12502 would be renumbered as Section 12504. There would not be any changes to
the regulation text.

Section 12504. Recognition of Organizations Conducting Remote Caller Bingo Games.

Section 12504 would be renumbered as Section 12505. There would not be any changes to
the regulation text.

Article 5. Remote Caller Bingo Requirements; Standards of Play.

Section 12508. Requirements for Organizations.

The title of Section 12508 would be revised from “Requirements for Organizations” to
“Remote Caller Bingo Requirements.” This title would be more appropriate as this section
encompasses requirements for vendors and organizations. In order to be clear regarding
requirements for RCB games and to delete duplication of some statutory language this
section is being revised as follows:

e Subsection (a) would be amended to indicate that an organization conducting RCB must
be recognized by the Commission pursuant to Section 12505.

e Subsection (b) would be amended indicate that any vendor providing RCB services and
assisting with the conduct of the game must have a valid interim license issued by the
Commission. This was previously not addressed in this section, but is necessary to
inform RCB participants of the licensure requirement when a vendor is providing
services.

e Subsection (f) would be renumbered as subsection (c) and would indicate that
organizations and vendors shall retain records written in English in California and for a
period of five years. This makes the requirement pertain to organizations and to vendors
that provide RCB services. The requirement that the records be maintained in English
was previously located in subsection (g).

e Subsection (e) would be renumbered as paragraph (1) of subsection (c) and, at the
beginning of the sentence, language pertaining only to organizations would be deleted. It
would then apply to both organizations and vendors that provide RCB services.



Paragraph (2) of subsection (c) would be added to indicate that records shall include the
names and license and permit numbers of all organization members, including volunteers,
and any vendor conducting or providing RCB services. These records are necessary for
the organization and vendor to maintain in the event there are any disputes regarding the
conduct of the game. As part of a bingo game there may be volunteers assisting in some
capacity that does not necessarily require a license or permit; however, it may be
necessary to determine who was present during a particular game.

Subsection (i) would be renumbered as subsection (d) and adds that vendors shall have
their records audited at least annually and copies of the reports provided to the
Commission within 120 days after the close of the organization’s fiscal year. This is
necessary since the vendor may be receiving fees from RCB game proceeds depending
on the extent the vendor is assisting with the conduct of the game. It would assist so that
financial records of the vendor and organization may be compared to ensure compliance
with statutory requirements regarding overhead expenses and prize payout amounts. The
Commission has this authority pursuant to sections 326.3(k)(1) and 326.3 (w) of the
Penal Code. Specifically, section 326.3(k)(1) specifies that any entity that has a written
agreement with an organization must comply with the Gambling Control Act®.

A new subsection (e) would be added that specifies the additional requirements that apply
only to organizations conducting RCB. These requirements are simply renumbered and
were previously separate subsections. Paragraph (1) was previously subsection (c),
paragraph (2) was previously subsection (d), and paragraph (3) previously subsection (j).

Subsection (g) would be deleted as it would be incorporated into subsection (c).

Subsection (j) would be renumbered as subsection (f). Paragraph (8) would be amended
to refer to submission of a copy of the local ordinance for each city, county, or city and
county in which the game will be played. This is necessary since the local jurisdiction
will vary between the cities and counties depending on the game location.

UNDERLYING DATA:

Technical, theoretical or empirical studies or reports relied upon: None.

BUSINESS IMPACT:

The Commission has made an initial determination that the proposed regulatory action would
have no significant statewide adverse economic impact directly affecting business, including the
ability of California businesses to compete with businesses in other states.

* Chapter 5 (commencing with Section 19800) of Division 8 of the Business and Professions Code



SPECIFIC TECHNOLOGIES OR EQUIPMENT:

These regulations do not mandate the use of specific technologies or equipment.

CONSIDERATION OF ALTERNATIVES:

No reasonable alternative to the regulation would be either more effective in carrying out the
purpose for which the action is proposed or would be as effective and less burdensome to
affected private persons than the proposed regulations.

Set forth below are the alternatives that were considered and the reasons each alternative was
rejected:

« No reasonable alternative has been considered or otherwise identified and brought to the
attention of the Commission.
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