The Texas Lottery Commission (Commission) proposes new 16 TAC §402.110 (relating to Temporary Increase of License Fees).  The purpose of the proposed new rule is to increase temporarily the license fees for licenses to conduct bingo and for commercial licenses to lease bingo premises in order to fund the redesign of the automated charitable bingo system (ACBS).  
Specifically, the new rule temporarily sets license fees, based on the amount of annual gross receipts, for: (1) those with a license to conduct bingo that is active and effective on or after September 1, 2011; and (2) those with a commercial license to lease bingo premises that is active and effective on or after September 1, 2011.   Additionally, the new rule expires on September 1, 2013.
Kathy Pyka, Controller, has determined that the proposed new rule would be in effect for fiscal years 2012 and 2013 and will result in an estimated $2.5 million in revenue for the redesign of the automated charitable bingo system.  The fee increase will expire September 1, 2013.  There are approximately 33 bingo lessors that would be considered either small or micro businesses as defined by Chapter 2006, Government Code. The proposed rule would increase fees for fiscal years 2012 and 2013 by 50% for lessor license holders.   As a result of this proposed rule it has been determined that there would be minimal long term adverse economic effect on those businesses or on local or state employment.  The proposed rule would not have a disparate affect on micro businesses as compared to small businesses because the same percentage license fee increase is applied consistently to these businesses.  The agency recognizes that a license fee increase to a license is a financial impact particularly to those licensed to conduct bingo.  However, the automated charitable bingo system is used daily by agency staff for the administration and regulation of charitable bingo and not redesigning the system creates a future risk for the agency of an inability to administer and regulate charitable bingo.  Historically, as part of the agency’s legislative appropriations request for fiscal years 2010-2011, the agency requested an alternative method of funding the redesign of the automated charitable bingo system through general revenue funding.  This approach was not approved.  Alternative methods of achieving the purpose of the rule were considered by the agency.  In connection with this proposed rule, the first alternative method the agency considered was not to increase licenses fees.  The agency rejected this alternative because without the increased license fees, funds would not be generated to pay for the redesign of the automated charitable bingo system.  The second alternative method is to increase the conductor license fee by 25% each year and to double the lessor license fee for each year of the biennium, as well as increasing a lessor license fee in administrative hold to $5,000 each year and a conductor license fee in administrative hold to $3,750 each year.  The agency rejected this alternative because the funding from the license fees for licenses in administrative hold would not likely be realized and therefore, the purpose of the rule would not be achieved.  The third alternative method is to increase the license fee on a percentage basis for both conductor’s licenses and commercial lessor licenses based on gross receipts and gross rental receipts for each license classification, respectively.  This method was rejected because it would result in certain license classifications paying more than other licensees in the same license classifications, and could result in a possible inequity among persons in the same license classification.
Philip D. Sanderson, Director of the Charitable Bingo Operations Division, has determined that for each year of the first five years the proposed new rule will be in effect, the public benefit anticipated with implementing a conversion and redesign of the ACBS is it would provide a necessary management tool for the enforcement and regulation of bingo conducted in this state. This would put the agency in a better position to fairly enforce all statutes and regulations, to determine all proceeds derived from bingo are used for an authorized purpose, and to ultimately maintain the integrity of the charitable bingo industry throughout the State of Texas.
The Commission requests comments on the proposed new rule from any interested person.  Comments on the proposed new rule may be submitted to Sandra Joseph, Special Counsel, by mail at Texas Lottery Commission, P.O. Box 16630, Austin, Texas 78761-6630; by facsimile at (512) 344-5189; or by email at legal.input@lottery.state.tx.us.  The Commission will hold a public hearing on this proposal at 10:00 a.m. on July 14, 2011, at 611 E. 6th Street, Austin, Texas 78701.  Comments must be received within 30 days after publication of this proposal in order to be considered. 


The new rule is proposed under Texas Occupations Code §2001.054, which authorizes the Commission to adopt rules to enforce and administer the Bingo Enabling Act, and under Texas Government Code §467.102, which authorizes the Commission to adopt rules for the enforcement and administration of this chapter and the laws under the Commission's jurisdiction.

The proposed new rule implements Texas Occupations Code, Chapter 2001.

§402.110.  Temporary Increase of License Fees. 
(a) This section will be effective only upon enactment of a General Appropriations Bill with a contingency provision that appropriates to the Lottery Commission $1,250,000 in 2012 and $1,250,000 in 2013 in General Revenue. 

(b) The fee for a license to conduct bingo that is active and effective on or after September 1, 2011 
shall be as follows:
(1)  Class A (annual gross receipts of $25,000 or less)--$150;

(2)  Class B (annual gross receipts of more than $25,000 but not more than $50,000)--$300;

(3)  Class C (annual gross receipts of more than $50,000 but not more than $75,000)--$450;

(4)  Class D (annual gross receipts of more than $75,000 but not more than $100,000)--$600;

(5)  Class E (annual gross receipts of more than $100,000 but not more than $150,000)--$900;

(6)  Class F (annual gross receipts of more than $150,000 but not more than $200,000)--$1,350;
(7)  Class G (annual gross receipts of more than $200,000 but not more than $250,000)--$1,800;

(8)  Class H (annual gross receipts of more than $250,000 but not more than $300,000)--$2,250;

(9)  Class I (annual gross receipts of more than $300,000 but not more than $400,000)--$3,000; and

(10) 
Class J (annual gross receipts of more than $400,000)--$3,750.
(c) The fee for a commercial license to lease bingo premises that is active and effective on or after September 1, 2011 shall be as follows:

(1)  Class A (annual gross receipts of $25,000 or less)--$150;

(2)  Class B (annual gross receipts of more than $25,000 but not more than $50,000)--$300;

(3)  Class C (annual gross receipts of more than $50,000 but not more than $75,000)--$450;

(4)  Class D (annual gross receipts of more than $75,000 but not more than $100,000)--$600;

(5)  Class E (annual gross receipts of more than $100,000 but not more than $150,000)--$900;

(6)  Class F (annual gross receipts of more than $150,000 but not more than $200,000)--$1,350;

(7)  Class G (annual gross receipts of more than $200,000 but not more than $250,000)--$1,800;

(8)  Class H (annual gross receipts of more than $250,000 but not more than $300,000)--$2,250;

(9)  Class I (annual gross receipts of more than $300,000 but not more than $400,000)--$3,000; and

(10)  Class J (annual gross receipts of more than $400,000)--$3,750.

(d)  The license fees in subsections (b) and (c) of this section are based on a one year license.

(e)  A licensee with a license to conduct bingo or to lease bingo premises that was issued for a two-year period, with an effective date between September 1, 2010 and August 31, 2011, will be required to pay the increased license fee indicated in subsections (b) and (c) of this section on the first anniversary of the date the license became effective.

(f)  A licensee with a license to conduct bingo or to lease bingo premises issued with an effective date on or after September 1, 2011 that is effective for two years shall pay an amount equal to two times the license fee indicated in subsections (b) and (c) of this section.
(g)  A licensee with a license to conduct bingo or to lease bingo premises issued with an effective date on or after September 1, 2012 that is effective for two years shall pay the increased license fee indicated in subsections (b) and (c) of this section for the first year of the two year license period.  
(h)  Notwithstanding any other rule establishing license fees for licenses to conduct bingo or lease bingo premises, the license fees set out in this section control.  This section shall be in effect September 1, 2011 through August 31, 2013 and automatically expire on September 1, 2013.
