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PROCEEDI NGS
Tuesday, Novenber 17, 2020
(10: 00 a. m)
MR SMTH  Good norning. This is Trace.
Can everyone hear ne okay?
M5. ROGERS: Yes, | can. This is Kim

Roger s.

MR SMTH  Good norning. Kim

MR. HARRIS: Yes. Corey Harris. Sounds
good.

MR SMTH Al right. Good deal. |[|'mon
a new device here. So, | was nmaking sure.

MR. HANSON. Sounds great, Trace.

MR SMTH  Good. Thank you. Good
nor ni ng, Tom

AGENDA | TEM NO. 1

MR SMTH | guess we'll call the neeting

to order at 10:00 a. m
AGENDA | TEM NOS. 2 & 3

MR SMTH  And if we could get -- is WII
on here, WIIl Martin?

(No response)

MR. HANSON:. Yes, he's on.

MR SMTH He's on? kay.

WIIl, would you like to lead us in the
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Aneri can Pl edge?

And, if we could, just listen to WII, and
we don't have to -- we don't have to actually say the
deal out loud. There's a |ot of people tal king today.
When you get crosstalk, it's very hard for the Court
Reporter and the recording to record it and transcri be
ever yt hi ng.

So, if we could just get WII Martin to
| ead us in the Anerican Pledge and the Texas Pl edge, you
can say it on your own.

WIll, would you like to |l ead us? You nay
have to unnmute --

UNI DENTI FI ED SPEAKER: Hi's mc is nuted.

MR. MARTIN. Can you hear ne now?

MR SMTH  Yes, sir.

MR. MARTIN. Okay. Follow nme, please.

(American Pl edge and Texas Pl edge recited)

MR. MARTIN. Thank you.

MR SMTH Al right. Thank you, sir.

AGENDA | TEM NO. 4

MR SMTH  And we'll go to roll call.

Ki m Rogers.

M5. ROGERS: Here.

MR SMTH  She is here.

M5. ROCERS: Yes.
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MR SMTH WII Martin is here.

Jason Pohl .

MR, POHL: Here.

MR SM TH  Tormmy Duncan.

MR. DUNCAN: Here.

MR SM TH  Veronica Ui egas.
M5. URI EGAS: Here.

MR SMTH Ml odye G een.

(No response)

MR SMTH | think her mc is nuted, but
she has contacted ne and said she is on. Let's see.
| ost track here.

Emle, are you on?

MR. BOURGOYNE: |'m here.

MR SMTH Al right. AmI| mssing
anybody there? M list is --

M5. URIEGAS: Corey Harris.

M5. ROGERS: CQur new nenber.

MR SMTH Ch, right. Corey Harris.
That's right.

MR HARRI'S: Yes, and |I'm here. Thank
you.

MR SMTH Al right. WIlcone. Wl cone.
Al right. Al right. So, those of you
that don't know, we did get Corey Harris approved for
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our new nmenber of the BAC.

Wel cone, sir. And, if you have any
guestions or any issues, please feel free to ask or
speak out. Sonetines we get bogged down in |lingo that
may not be conpletely known to everybody. So, if you've
got questions, please |et us know.

MR HARRIS: | will, and | would just |ike
to say | do want to extend ny appreciation to every
menber of the comnmttee. |'mvery excited, very honored

tojoin this wwth you. And, so, thank y'all for your

consideration. | look forward to working with every one
of you.

MR. SM TH.  Excel |l ent.

MR. HANSON. Trace, if | may?

MR SMTH  Yes, sir.

MR. HANSON. For the record, ny nane is

Tom Hanson, Director of the Bingo Division. |'m honored
today to recogni ze and introduce a nenber of the

Comm ssion. Comm ssioner Cindy Fields has graciously
accepted the position of the designated Bi ngo

Comm ssioner for the Texas Lottery Conm ssion. She has
taken on that added responsibility and becone actively
engaged i n bingo since her appointnment, and | woul d hope
that you woul d give her a nonent to introduce herself

and maybe speak to the group.
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MR SMTH.  Absolutely. Absolutely.

And we are such a -- we are so happy to
have you actually on a neeting. | think this is the
first time that we've had a Conm ssioner at the BAC
neeting and -- well, since before it was reconstituted a
coupl e of years back. So, thank you very nuch, and we

appreci ate your attention.

M5. FIELDS: Well, thank y'all. And I
| ook forward to working with y'all, and ['mreally
excited to be working with Tom And this will be a

| ear ni ng experience for ne. So, excuse dunmb questions,
but 1"mreally excited to work with you-all.

MR SMTH  Well, we're certainly glad to
have you, and in bingo there are no dunb questions, only
dunb answers.

(Laught er)

M5. FIELDS: (1ndiscernible) know the
di ff erence.

MR SMTH  Well, that's okay. W use a
| ot of term nology that people that are not exposed to
the bingo industry don't -- you know, regular people, is
what we call them don't hear the termnology. So, if
we say sonething and you're not quite sure what it
neans, by all neans, please |let us know W'Il|l be gl ad

to hel p you understand that.

KENNEDY REPORTI NG SERVI CE, | NC.
512. 474. 2233 order @ennedyreporting.com




© 00 N oo o B~ w NP

N DN DN DN MDD P P P P P kPP
o A W N B O © 00 N o 0o M W N+, O

10

M5. FI ELDS: Absolutely. Thank you.
MR SMTH  Yes, nma'am
AGENDA | TEM NO. 5

MR SMTH Al right. Let's skip on down
to the neeting mnutes from Septenber 22nd.

Kim do you want to do that?

M5. ROGERS:. Yes, sir. Thank you. For
the record, Ki m Rogers.

And, Ms. Fields, may | say thank you so
much for attending. It really assists us greatly when
we can have a Conmm ssioner at our neetings.

In reference to the neeting mnutes for
Septenber 22nd | went over them They all | ook good,
ever yt hi ng.

Tom | would like to say thank you for the
new way that they are posting them | don't know if
you're in charge of that or who is, but it was way
easier toread. So, if we could have a notion for those
| would appreciate it.

MR SMTH Al right. Does anybody got
any question on the neeting m nutes?

(No response)

MR SMTH  Any comment fromthe public on
the nmeeting mnutes?

(No response)
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11

MR SMTH Al right. Well, | nove for
approval of the neeting mnutes from --

M5. ROGERS: | second.

MR SMTH  Ckay. Al right. W got a
second from Ki m

Al in favor?

(Those in favor of the notion so

r esponded)

MR SMTH Al right. Any opposed?

(No response)

MR SMTH Al right. Excellent.

AGENDA | TEM NO. 6

MR SMTH  Ckay. W wll nove on to Item
No. 6, Report on Texas Lottery Comm ssioners Meeting on
Oct ober 1st, 2020. | was in attendance for that. That
was a short report.

We basically thanked for the Comm ssion
for approving the rule review and the rul e suggestions
that we worked so diligently on together, the
Conm ssi on.

(Background noi se)

MR SM TH  Pardon?

(No response)

MR SMTH  Oh, the Conmm ssion worked

together on that. Tomreally canme out over and above.
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The Staff really hel ped on that.

| think everybody -- | don't know of
anybody that was opposed to any of the rules. W were
very pleased with that. The Conm ssioners didn't ask ne
any questions that were pertaining to that. So, they
passed with flying colors.

Any questions on that?

MR. VANCE: Trace?

MR SMTH  Yes?

MR. VANCE: Sure. Trace, this is Tyler
Vance, Assistant CGeneral Counsel with the Lottery
Comm ssion. | just want to bring up the electronic gift
card rule --

MR SMTH  Ckay.

MR. VANCE: -- that we withdrew at the
| ast m nute.

MR. SM TH  Yeah.

MR. VANCE: We got a comment fromthe
Ki ckapoo Tri be of Texas that was concerned that the card
could be used alnost like a card is used in a
sweepst akes eight-liner roomthat, you know, you would
| oad credits on it and it could be inserted into sone
kind of electronic device or that it could be awarded by
a hall in the formof credits. And, so, | have drafted

a proposed new version of that rule, and | can go ahead
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and read it to you guys. And if you guys approve of it
or if you would like sonmething different, then it's --
you |l et nme know, and we can get this ball noving and
contact the Kickapoo fol ks and see what they think about
it and then maybe try to get this thing proposed
sonetinme in the near future.

MR SMTH Ckay. Can | interrupt here
for a second? | think sonebody needs to nute their
m crophone. |'magetting a | ot of background noise. It
sounds |i ke sonebody is in their car or sonething.
There we go. Thank you.

| know we're all struggling to get where
we're supposed to be (laughter) during COVID. It's
t ough on these neetings, but | appreciate your kindness.

So, do you want to -- Tyler, would you
like to read that rule now under this agenda item or do
you want to bring that up under the new business? It's
up to you. | don't mnd, if nobody has any objections.

MR VANCE: | think -- sure. | think I"]
just go ahead and do it now, since |'ve already given ny
spi el .

MR. SM TH.  Ckay.

MR. VANCE: So, the rule is in 402.503.
It says: Electronic gift certificates. A |licensed

aut hori zed organi zati on may issue a bingo gift
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certificate electronically on a gift card subject to the
sane restrictions and requi renents as paper gift
certificates. An electronic gift card may not be used

I n conjunction wth an el ectronic device other than a

| i censed aut hori zed organi zation's point of sale system
A l'icensed authorized organi zati on nay not issue or
award a bingo gift certificate electronically in the
formof credits on an el ectronic device.

And, so, | think that -- you know, | hope
t hat sol ves nost of the Kickapoos' concerns. But, of
course, you know, if you guys want sonething different,
by all neans, you're leading this operation. And we'l]l
pass on, you know, whatever you would Iike.

MR SMTH  Ckay. Wen will you be
sendi ng that out for review?

MR. VANCE: Well, | can send this out to
the BAC. | nean, | can e-nmail it to you guys right now,
or do you nean to the Kickapoo or what?

MR SMTH | think the bingo industry
woul d probably like to | ook at that and contenpl ate a

little bit on it before we agree to send it back over to

t hem

MR. VANCE: Ckay.

MR SMTH  The credit-based systemis
pretty tricky in ny mind. Just in the past, | know that
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we' ve had sone issues with -- | know sone groups have
had -- tried to get a credit-based system and sone have
been against it. 1'd like to -- personally, I'd like to
| ook at it for a couple of days before | just agree to
throw it out there.

| mean, that's -- does anybody el se got an
obj ection to that?

MR. MARTI N No.

MR SMTH  Ckay. And we may have a
menber of the public that may want to speak on this, as
wel | .

| f Steve Fenoglio is in attendance, woul d
you like to comment on this, Steve?

(Brief pause)

MR. FENOG.I G Can you hear ne now?

MR SMTH  Yes, sir.

MR. FENOGLIG |1'd like to see the
speci fic | anguage, yes, before we would go and try to
visit wiwth the tribe.

MR SMTH  Ckay. | agree with that.

MR. VANCE: Ckay. Well, then, 1'm going
to pass it onto Tom And, then, | assune he'll forward
It on to everyone at BAC. And, then, you guys can
distribute it whonever you would |ike after that. And,

then, we'll revisit it, it sounds |like, probably the
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next BAC neeti ng.

MR SM TH  Excellent. Excellent. Thank
you. Thank you. W do appreciate that, and we do
appreciate your work on that.

And so everybody knows -- | don't know if
everybody is aware of this and Tyler hinted at this
earlier -- that rule was strongly objected by the
Ki ckapoo Tri be, who does not hold a bingo |license in the
State of Texas, and they do not -- they don't contribute
to charitable bingo in the State of Texas. However, we
do like to work with our friends and people in the state
and in the industry to try to make sure everybody is
happy and work together. So, that's -- if anybody has
got any questions going, hey, why are they in on this,
that's why. W're trying to extend the olive branch and
make everybody happy.

So, noving on -- anything else on that,

Tyl er?

MR. HANSON. Trace, if | may?

MR SMTH  Yes, sir.

MR. HANSON. And, Tyler, correct nme if I'm
wrong, but ny understanding is that the rules went into
effect on Cctober 22nd of 2020.

MR. VANCE: That's correct. Wth the

exception -- this rule, of course, did not. This rule
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was W thdrawn at the last --

MR SMTH  Right.

MR. VANCE: -- before it was adopted, but
all the other rules were effective October 22nd.

MR SMTH  Yes. Excellent. kay.

Al right. Anything else? Any public
comment on this at all?

MR. MARTIN. My only concern was that this
Is tal king about electronic equipnent. Card mnders are
not going to be construed as -- in that one set there.
ls it?

MR SMTH  No, sir.

MR. MARTIN: Ckay.

MR SMTH And that was WIIl Martin for
the record. |Is that correct?

MR. MARTI N Yes.

MR SMTH  Ckay. Al right. Yeah, if
you w Il state your nanme for the record so the Court
Reporter recording can get who's who.

MR, MARTIN:. Al right. Thank you.

MR. SM TH. Thank you, sir.

AGENDA | TEM NO. 7

MR SMTH Al right. Let's go to No. 7,

di scussion and possible action on rules up for review

and change. Al right.
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Mel odye Green, you had some -- or, excuse
me, before | go there, Tom do you have anythi ng besi des
the rule that Tyler just tal ked about that's upcom ng?

MR. HANSON: No, sir.

MR SM TH  Ckay.

Al right. Melodye, | think you had
sone -- you had sone ideas about tenps on demand and a
coupl e of other possible itens that we may be able to
wor k on by rul e change.

(Brief pause)

MR SMTH. Ml odye, are you there?

(No response)

MR SMTH | think her mc nmay be nuted.

(Brief pause)

MR. SMTH  Yeah, she's definitely nuted.
| s there any way we can unnute her, or does she have to
do that?

UNI DENTI FI ED SPEAKER: The host nmay have
an option to unnute one of the attendees.

(Brief pause)

MR. Bl ARD: Do we know what her phone
nunber is?

MR SMTH  Hang on. Let ne see here.

MR. BIARD: | don't see her nane.

MR SMTH  Yeah, |'ve got her phone
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nunber. Hang on just a second.
MR BIARD. |Is it going to be 214 --

MR. SMTH  Just one second. |'m | ooking.

MR. BIARD: That's okay. Sorry.
(Laught er)

MR SMTH No, you're fine. You're fine.

MR DUNCAN: [It's 214-662-2646.

MR. BIARD: | have sent an ask to unnute.
Qops. | think she mght --

M5. GREEN: Hel | o.

(Si mul t aneous di scussi on)

MR SMTH. Hello, Ml odye.

(Laught er)

M5. GREEN. This is Ml odye G een.

MR SMTH  They won't silence you, wll
t hey, Mel odye?

M5. GREEN. Well, they tried. They tried.

So --

(Laught er)

M5. GREEN. Anyway -- yeah. But one of
the things -- | sent an e-nmil out before the neeting.

One of the big problens that | saw during the COVID
shutdown and |'ve heard fromdifferent |essors and
different charities around the state is the cap on the

capital reserves of 50,000 per charity. 1In a hall that
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maybe has five or six charities, that's a large capital
reserve.

In a hall -- | have actually three or four
halls that only have two charities, and they did apply
before. Two of them applied back when Al fonso was there
to raise that reserve, and they were denied. Just, |
t hi nk, everybody was deni ed when they asked for an
i ncrease in that.

But, during the COVID shutdown, it becane
pretty desperate in a hall wth two charities, and
you' re | ooking at maybe, you know, 50- $60, 000 in your
bank account and you were having to go three or four
nont hs wi t hout any incone. And the extensive reopening
was great. |t cost us a |lot of noney.

So, what several people have asked ne and
what | would like to ask the Lottery Conm ssion -- well,
Tom is that maybe we could raise that to 75,000 instead
of 50,000. | knowit's a -- | spoke to Kimearlier, and
she said it was a statutory rule. But the cap can be
rai sed by Tomand the Lottery Conm ssion to 75,000. So,
that was just one of thing that people were asking ne.

And the tenporaries on demand, | believe
that we all agreed to that, and we're just waiting for
the -- | don't know if you've got the formonline yet,
Tonf?
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MR. HANSON:. W do not, Mel odye. |
believe we're still in the process of that.

M5. GREEN: Right. So, that's the
only other -- that's one of the other questions we had.
But the reserve capital could be a big problem You can
have one or two charities and anot her shutdown i ke
this, you know, | hope the vaccine works, but we still
have peopl e that have not cone back. They're afraid,
and we just had a hall test positive. | had three
wor kers test positive. W had to close their hall for a
whi | e.

So -- and, then, | -- you know, when |
| ooked up different IRS, you know -- well, that's a
different -- that's a different one. Anyway, that was

just one of the suggestions people had, asked ne to --
wanted ne to bring up in the neeting.

M5. KIPLIN. M. Chairman, this is Kim
Kiplin. My | coment on that, or would you prefer that
| wait?

MR SMTH  No, absolutely. Go right
ahead, Kim

M5. KIPLIN: | did speak with Mel odye
Green earlier about that, and just to put this out
there. It's in the statute, and I'mgoing to put this

statute reference out, it's Section 2001.451 in the
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Bi ngo Enabling Act and, in particular, it's

Subsection (h). And what it does allowis the

Comm ssion may -- by rule may establish a higher anount
t han the 50,000 or the Bingo Operations Director on
request may raise it for one organi zation or unit as
necessary to facilitate the operation of the

organi zation or unit.

And | think -- when | spoke with Ml odye,
| think the -- her thought, not to put words in your
head or nouth, is that rather than doing it on a
pi eceneal approach, just allow the organi zations by rule
to have an increased cap. And, then, you know, they
don't have to actually maintain 75,000 but at | east
gives themthe opportunity to do so without having to
make a request on a pieceneal basis.

M5. GREEN: That's exactly right. This is
Mel odye G een.

MR SMTH Tom-- and | may be putting
you on the spot a little bit here. You may not have
this informati on handy, and that's okay. Are there a
| ot of charitable organizations that have the maxi mumin
their account? |s that a standard practice statew de,
or is that kind of sporadic?

MR. HANSON: | do not have the answer to

t hat question at this point.
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MR SMTH  Ckay.

MR. HANSON:. And | can tell you | have not
received a | arge nunber of requests for an increase to
the capital.

MR SM TH  Ckay.

MR. HANSON: But | have received sone, and
they are being reviewed and -- or they have already been
approved or, in sone cases, a very few deni ed.

MR SMTH  Gotcha. GCkay. Wat -- and
|"'m conpletely ignorant on this process because we're a
smal l er hall, and we do don't get anywhere near that.
What kind of are the determning factors that you use?
| s there a guideline that you have, or is it just a
case-by-case basis that you use to determ ne whether to
gi ve sonebody an option to go higher?

MR. HANSON: So, when | look at that, |I'm
| ooki ng at prior quarter activities. |'m]looking at
what the maximumis for that particular |ocation because
what we're seeing in sone cases the anmount of the
capital is very small. So, they're asking for an
expansi on of that.

| haven't had nmany that have that naxi num
50, 000 per organization that have requested an increase.
It's usually the ones that have an 8- or 9,000 or 10, 000

limt, and they're asking for an increase.
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MR SMTH  Ckay. So, it's not just
people trying to get the $50,000 cap. |It's also people
trying to get it above their personal cap. |s that
correct?

MR. HANSON: That's correct, sir.

MR SMTH  Ckay. ay. Al right.

MR. FENOG.IQO This is Steve Fenogli o.
|"ve got a question for Tom if | may?

MR. HANSON: Yes, sir?

MR. FENOG.IO Tom how | ong does it
typically take you and your Staff to make a decision on
a capital request? Is it a week, 10 days, two weeks?

MR. HANSON: Yeah. [t varies depending on
when they cone in and how they're routed. |'mthinking
7 to 10 days. On the ones |I've received | had a
duplicate one cone in in which no decision was nmade
because it was an exact duplicate of one previously
submtted. So, one was approved. The other was deni ed.

But 7 to 10 days is reasonable. | would
say, If soneone has submtted one, and they don't
receive a response in 10 days, please reach out again.

MR. SM TH.  Ckay.

MR. FENOG.I G  Thank you.

MR SMTH Tom let nme, if | may, ask

anot her question -- and this is not the grill Tom
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session. | promse you. | just -- | don't know  So,
| ' m aski ng. (Laughter) Wen organizations typically
ask for an extension on the cap, what are sone of the
reasons that you approve it?

MR. HANSON: Mst likely it has to do wth
the charitable distributions that have occurred for that
organi zation in prior quarters. The gross inconme or --
what ever the reasoning is that's placed on the docunent
itself and in nost cases what we're seeing it's directly
related to COVI D 19.

MR. SM TH  CGot cha.

MR. HANSON: Is that fair?

MR SM TH: | would think so. | nean,

If -- as long as the charities are -- in ny opinion and

nmy opinion only, I would think if the charity is getting
sone distribution and they want to raise their capital,

| don't see why we should tell them no, they can't.

But that's just my opinion only, but there's a lot nore
factors in that that |'msure that | wll never know or

probably never need to know. (Laughter)

But okay. Al right. Good deal. Al
right. So, we're still on No. 7. |s there any other
publ i c coment about possible action on rules up for
revi ew and change?

(No response)
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MR SMTH | don't think there's anything
we need to approve right now. | think thisis all in
the process. | don't think we need to vote on anyt hi ng.

Does anybody di sagree with that?

(No response)

MR SMTH. No?

MR. FENOG.IQO This is Fenoglio. |
couldn't tell fromKimif she was asking for a specific
rule change or if she was -- well, | couldn't tell.

Kim can you wei gh in?

M5. KIPLIN. This is KimKiplin here, and
here's ny thoughts onit. |If there is a need to exceed
t he $50,000 cap, it seens to ne that it would be better
to do it in a uniformfashion and just increase it as
Mel odye Green has suggested rather than making
I ndi vi dual requests and, then, you know, obviously,
having a delay. And it nay be a reasonabl e del ay, but
it's still a delay.

So, that's ny thought on it, is just to
take it up to the -- nore of a policy level uniformy.
That doesn't nean that organi zati ons have to maintain,
you know, a 75,000, but it gives themthe ability to do
so without having to nake a request and, then, waiting
for the discretion of the Bingo Director whether to

approve or deny.
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MR MARTIN This is WII Martin, and |
agree 100 percent with Kim

M5. ROGERS: This is KimRogers. | also
agree we KimKiplin. Across the board seens to be a | ot
nore out there for everyone. W have big halls. And --
but if we wouldn't have had our reserve, we probably
woul dn't have made it through COVID, you know, and it's
taught us all sonething new. So ...

MR. FENOG.IO So, this is Fenoglio
followng up, Kim So, what | hear you saying is a
request for the BAC and Staff to work together to draft
a rul e under Subparagraph (h)(2)(A), Capital (A, to
draft a new rule?

M5. KIPLIN KimKiplin here. Yes, |
think so. | don't think it would be that -- you know,
that conplex or that tedious. There's -- if | recall,
there's already a rule in existence. So, it's just a
matter of changing that. And, if not, then, just having
arule, it nmakes that very clear.

MR SMTH  Ckay. So, you're formally
asking the BAC to support this. |Is that correct?

M5. KIPLIN: Yes, sir. That's correct.

MR SMTH  Ckay. That's what | was
trying to get -- good. Al right.

M5. KIPLIN:. Sorry for nmy lack of clarity
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on that. (Laughter)

MR SMTH No, you're fine. | just --
sonetines you have to be really blunt with ne. It's
tough for ne to read between the lines. | can read body

| anguage and eyes and all that in person. But these
neetings, they're really hard to discern, you know,
what's the real feel of the neeting sonetines. So, no,
no problemat all.

So, does soneone want to nmake a notion on
the BAC that we raise the cap to a certain -- nore than

50,000 in a nore uniform fashion?

MR MARTIN: This is WII Mrtin. | make
t hat noti on.

MR. POHL: Jason Pohl. | second.

MR SMTH Okay. Hang on. | hadn't
gotten there -- oh, yeah. GCkay. WII. Jason.

Al right. W have a notion on the floor
to raise -- for the BAC to recommend to the Conmm ssion
Staff to raise the cap from50- to maybe 75,000 in a
nore uni formfashion. Al in favor?

(Those in favor of the notion so

r esponded)

MR. SMTH. Any opposed? Any opposed?

(No response)

MR SMTH Al right. Gay. So, Tom --
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MR, HANSON. If | may?
MR SMTH Yes, | was -- yes, sir. o

ri ght ahead.

MR. HANSON. Al right. Thank you for
that. | wll work with Tyler and the BAC and industry
folks, and we'll ook at that rule and see what changes

we can make, what would be recomended - -

MR SMTH  Ckay.

MR. HANSON. -- and bring that before you
during the next two nonths but to present at the BAC
neeti ng, the next one hel d.

MR SMTH Al right. So, since we have

asked themto do that, | would feel remss if we didn't
actually get a conmttee together to -- for Tomto be
able to -- Tomand the Staff to be able to contact to

tal k about this.

| s there anybody on the BAC that woul d
|i ke to take | ead on that?

M5. GREEN.  Yeah, | will. This is Ml odye
Green. Am | unnuted again?

MR SM TH  Yes, you are.

M5. GREEN. Ckay. (Laughter) Because
while Kimwas speaking, | was muted. And it's like Kim
Rogers said, during the shutdown, it would have been

very scary. And we -- you know, a |lot of us did not
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have that tall cap going into March and April,
especially the smaller halls. It really affects the
smaller halls with only one or two charities.

MR SMTH  Gotcha. Al right. Well
t hank you for taking that on, Melodye. And is there
anybody you would |i ke to have hel p you, Ml odye?

(No response)

MR SMTH | think it would probably be a
good idea to --

(Si mul t aneous di scussi on)

M5. CGREEN. Ki nf?

MR SMTH -- to include KimKiplin and
Steve Fenoglio in on that nmaybe woul d hel p.

M5. GREEN  Yes.

M5. KIPLIN. M. Chairman, this is Kim
Kiplin. |'"mhappy to help however | can be of
assi st ance.
SM TH.  Excel | ent.
GREEN: Perfect.
SMTH. Al right. Good deal.
So, are you set, Ml odye? Do you have the

25D

tool s you need?
M5. GREEN. Wth Kimand Steve, yes.
MR SMTH  Ckay. Al right.
Tom are you good with that, working with
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t hose three?

(Laught er)

MR. HANSON:. Absolutely. Thank you.

(Laught er)

MR SMTH  And if you need backup, Tom
let me know. |'Il be glad to help you.

MR. HANSON. | appreciate that. Thank
you, Sir.

(Laught er)

MR SMTH  You're welcone. Al right.

Ckay. Let's -- anything else on rule
revi ew and change from public comment or from BAC
menber s?

M5. GREEN. One -- this is Mel odye G een.
There's one rule that several people have approached ne
with, again, and these are just not ny comments. These
are coments from ot her people around the state. | have
(i ndi scerni ble) and people in Killeen and San Antoni o.
| don't know if this is appropriate for the BAC or --
and | see Fenoglio has seen this probl em before, but the
gquestion of paying rent during a shutdown, | don't know
I f we should revisit the definition of what rent needs
to be or a reasonabl e busi ness expense.

| went back on the IRS Website and

al | Busi ness Wbsite, and every reasonabl e busi ness
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expense to stay open included rent. So, this is a very
odd ti ne.

The rent at one of ny places is over
$30, 000 a nonth. And you have three nonths of shutdown,
and you're out. So, am| naking this clear on what I'm
aski ng?

MR. VANCE: Yeah, this is Tyler Vance.

So, | was going to bring this issue up at a |l ater point,
but | guess this is as good a spot as any.

The issue is that the Bi ngo Enabling Act
says that a rent cannot be nore than $600 per occasi on.
So, rent is defined as a function of occasions. |It's
not on a nonthly basis. [It's not on an annual basis.
It's on a per-occasion basis.

So, if you don't have any occasions, there
can't be any rent charged, at least it can't cone out
of -- it's not a reasonable and al |l owabl e bi ngo expense.
So, an organi zati on cannot use bingo funds to pay for
rent unless there are occasions. You know, if you could
wor k sonething out with the charity privately, that
noney isn't com ng out of bingo expenses, that's fine.

But from our perspective the BEA is very
cl ear that an organi zati on cannot pay rent except for
occasions that are actually held. And, to that extent,

al so, rent is also retrospective. So, | can't pay

KENNEDY REPORTI NG SERVI CE, | NC.
512. 474. 2233 order @ennedyreporting.com




© 00 N oo o B~ w NP

N DN DN DN MDD P P P P P kPP
o A W N B O © 00 N o 0o M W N+, O

33

Decenber rent because

there are going to be.

| don't know how many occasi ons

And | know that, after the fact, you know,

t hat can be adj ust ed.

| can pay $10, 000 right now.

And, then, if | have fewer than $10, 000 worth of

occasi ons, you know, we can work it out and give a

refund or whatever. But at the end of the day the rent

charge cannot be nore than $600 per occasion.

And, so,

nmont hs and there were

when you guys were shut down for

no occasions, there can be no

rent, and we're seeing that. The cases are rolling in,

and | was hoping to hear from Steve and Ki m and whoever

else. | nmean, this is going to be a big issue for

everybody invol ved, but our position is the BEAis very

clear that rent is a function of occasions --
MR SM TH: So --

MR. VANCE: -- not tinme or anything el se.
MR SMTH  So, Tyler -- and this may

be -- | don't know how the legalities would work on

this, but | thought I

pi cked up on sonething. You can

still nmake charitable distributions wi thout having a

sessi on. |s that correct?
MR. VANCE: You would actually -- you

woul d have to. |If you have over $50,000 in your bingo

account --
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MR SMTH  Right.

MR. VANCE: -- then, you have to nmake
charitabl e distributions.

MR SMTH  So --

MR. VANCE: And so --

MR SMTH -- let's just say for
scenari 0o's sake hypothetically that a charity has | ess
t han 50,000 in the account, and --

MR. VANCE: Ckay.

MR SMTH -- they had to pay rent on
their building, could they then make a distribution from
their bingo account to their general account and then
fromtheir general account pay their rent on their
bui | di ng?

MR. VANCE: No, because you can only --
the bingo -- noney in the bingo account can only be used
for all owabl e and reasonabl e expenses. And, then,
whatever is left goes into charitable distributions.

And, so, you can't transfer noney froma bi ngo account
to a general account. You can do the opposite. You can
transfer general to the bingo account, but noney that's
generated from bingo can only be used on distributions
and al | onabl e expenses, including rent.

MR SMTH Right. | would -- okay.

Steve Fenoglio, do you want to -- do you have any
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conment on this, Steve?

MR. FENOG.IO Yes. And Tyler and |I have
not tal ked, nor have | talked with Tom about this
Il ssue. But it seens to ne there's a huge -- if that's
the Staff's position, there's a huge conflict in what

the Commission is stating in Section 2001. 458 and -59,

which talk in terns of stated rental. So, if a charity
| ease says, we pay to the lessor 6,000 a nonth -- |I'm
just making it up -- for bingo, then that's the stated

rental, and | don't believe the Conm ssion can violate a
contract, a valid contract between a | essor and a
charity.

Arguably, the Conm ssion could take that
as a contested case and see what SOAH woul d say, the
State O fice of Admnistrative Hearings and, then,
ultimately appeal that to a district court. And, if a
j udge nmakes a decision on interpreting a contract, then
| think that would settle the nmatter. But if you
have -- and | do have clients that have contracts where
they're obligated to pay a certain nonthly rent, and
that's for the conduct of bingo, the session may not be
abl e to be conduct ed.

And, by the way, there are | eases that
have a force majeure clause. It's a fancy -- force

maj eure is a fancy nane that basically says, beyond your
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control. So, there may be situations where a | ease --
tenant, a charity, perhaps, doesn't have to pay rent
because of a force mmjeure cl ause.

It says, if, you know, a governnent
| ockdown occurs and your obligation to pay rent or the
stated rent is either elimnated or reduced. But,
again, if you have a valid contract between two parties
t hat says, we pay 6,000 a nonth mninumrent to a
| essor, | don't believe the agency can violate -- cause
the charity to violate that contract.

M5. ROGERS: This is Kim Rogers. My |
make a comment on that?

MR. SMTH:. Absol utely.

M5. ROCGERS:. Speaking from persona
experience, and it was -- | don't if it was 2008 or
2012, we -- our |eases stated licensed sessions. And
that cane down in the audit. W went through an audit,

and we had closed -- had to cl ose one day due to a pipe

a

breaking in the hall, and bingo was not able to be held.

And it canme down to our |ease, exactly what Steve is
speaki ng about. But since the |ease reads, |icensed
session, that is what the auditor accepted and went
t hr ough.

(Si mul t aneous di scussi on)

MR. VANCE. Yeah -- sorry. Go ahead,
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Mel odye.

M5. GREEN:. Yeah, | was just going to ask
Kimthat -- Kim Rogers, on the audit you had |icensed
sessi ons, even though the -- even though the session was
not conducted. You still -- they said it was okay for

you to pay rent because it was a licensed tine, even

t hough it was not conducted. |Is that correct, Kinf
M5. ROGERS: Yes, because the |eases are

done on January 1st. W have no idea what's going to

happen, you know, in July or anything of that nature.

So, it's license -- that the charity is licensed tine to
play there, and that's -- the auditor went back to our
| ease.

M5. GREEN. Ckay.

M5. ROCGERS: Yes.

M5. GREEN: Thank you.

MR SMTH  Tyler, it sounds |like that we
probably all need to get together on this issue. It
seens |like y'all have got a -- y'all are -- | feel like

y'all's feet are being held to the fire a little bit
here, and we've got charities that are trying to

mai ntain their bingo operations. And are -- they've
kind of got their hands tied, as well. Mybe we need to
get together and try to work sonething out on this and

try to cone to a -- sone sort of an agreenent or sone
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sort of a rule change or sonething to where -- even
maybe a statutory change that we can nake it anenabl e
for both parties. Does that sound good to you?

MR. VANCE: Yeah. But, you know, the
thing is we've got these -- we've got cases in front of
us right now that we've -- you know, we've got to nove
on it. W certainly want y'all's input, but we need to
resolve these cases. | nean, | think this needs a
statutory change. And, | nean, that's not going to
happen for the next 10 nonths at | east.

MR SMTH  Right. Wat can we do to
hel p? |If you had -- in you're perfect world, what could

we do to hel p you?

MR. VANCE: You know, | -- I'mconpletely
open to being persuaded otherwise. | nean, Steve can
|l ay out his argunent. | think that the stated rental
expenses, | think the problemwth that is the act,

again, defines rent as being no nore than $600 per
occasion. | think you could have -- you know, the
organi zation itself as a charity, not a bingo |icensee,
but as a charity, an independent organi zation, can enter
a |l ease for whatever it wants. And that's enforceable
between a | essor and the |essee. But it's -- from our
perspective the noney in the bingo account can only be

spent on stated rental expenses, which are [imted to
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$600 per occasi on.

And | -- you know, I would |ove to be
per suaded ot herw se because this is going to be a huge
I ssue. So, | nean, if you guys -- Kim Steve,
whoever -- send ne whatever your best argunents are.
And | think we should all certainly get together and
tal k about this because | understand this is a huge
| ssue, but every time |I've |looked at it | kind of cone
to the same concl usions.

MR. SMTH.  Ckay.

Al right. Steve, Kim do y'all want to
get wwth Tyler on that, or do you need us to do
sonething formally? O --

M5. ROGERS: | would be happy to offer any
assistance | can. Steve is way nore know edgeabl e t han
|, but yes.

MR. SMTH.  Ckay.

MR. BIARD: Hey, this is Bob Biard,
General Counsel --

MR SMTH Hi, Bob. How are you, sir?

MR BIARD: | would love to hear Steve
Fenoglio, if he has an explanation right now, tell us
what the nmeaning and the purpose of a $600 limt on a
bi ngo session is in the statute.

MR. FENOG.IO This is Fenoglio, and I|'|
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be happy to. | grant -- there's that clause, but
there's also the clause that | cited that tal ks about
stated rental. And stated rental, that phrase, is not
defined in the statute. And there's a long |line of
cases, Bob, that says the agency cannot interpret a
contract.

And if you have a valid -- | don't know
what cases y'all have in front of you. But if you have
a valid contract that says a charity nust pay -- or a
contract says, we pay 600 a session and at a m ni num
$3,000 a nonth, I don't know of any authority the agency
has to violate that contract. | know of no case that
says that an agency, a state agency, can interpret and
violate a contract, a valid contract. And, so, that's
where | cone down on --

MR. Bl ARD: Yeah, |I'mnot saying that the
agency is interpreting a contract. | nean, you can have
a contract that says you pay a mllion dollars a nonth
in rent, but that has a cap of $600. And | think you're
stuck with having to -- having to decide what that neans
and is that surplusage, and is there really a conflict
bet ween those two provisions you're citing. But this is
all to be discussed later. | just wanted to hear what
you had to say.

MR. FENOGI O And | would suggest that a
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mllion dollar rent is not a valid contract. That was
one of ny premses. So, yes, | think we should sit
down.

M5. GREEN. This is Mel odye G een. Can |
make one nore comment to Bob?

MR SMTH  Sure. Absolutely.

M5. GREEN. Thank you.

Bob, yeah, what |'ve been hearing from

peopl e around Texas is the fact that when we were cl osed

down, it was very serious. Sone of the -- | nean, we
had to get a loan -- ne, personally, or we would not be
open today. | don't have $90,000 to pay the rent, but |

do not believe that what Steve nor | or anybody is

trying to say is to pay nore than $600 session of rent.

That's not it. It's to pay a mniml anount of rent we
have to do -- for a reasonabl e business to stay open,
pay to a | andl ord, sonebody else -- | nean, | don't own

the building -- to keep the doors open.

W're not trying to raise the $600 per
session limt. W're just trying to do a $600 sessi on
or this mnimal anpbunt, which is due to the landlord to
keep our doors open during a | ockdown. Does that make
sense?

MR. Bl ARD: Thanks, Ml odye. Yeah, |

understand. It's a very thorny problem but it needs to
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be worked on for sure.

MR SMTH | agree.

( Si nul t aneous di scussi on)

MR. VANCE: Steve, this is Tyler. | have
a hypothetical. Wat if the contract stated that rent
was $800 per occasion?

MR. FENOG.I G | think that exceeds the
statutory provision, and | would say that that woul d not
be valid. But, here, let's |ook at the facts. The
facts are the governnent has ordered a shutdown of bingo
activity. W have a statutory schene that the whole
point of which is to allow charities to conduct bingo to
rai se funds for the charities' activities.

W have a -- again, ny facts, are a valid
| ease that doesn't charge a mllion dollars a nonth but
IS consistent within the regulatory and statutory
schene. Money does not grow on trees, and | andlords are
within their constitutional and statutory right to say
we have a mninmum fee charge for rent. Wat the agency
Is doing -- and, again, | don't know the facts in the
cases that Tyler or Tom have cited. But if you have a
situation where a charity has a valid | ease that doesn't
offend the intent of the statute, the effect of what the
agency is doing is to put that charity out of business

because the landlord is going to say, if you don't pay,
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you' re gone.

That's not neeting the intent of the
statutory schene. So, you know, this is not a situation
where a landlord is trying to get around the rul es.
This is a situation where the parties in a valid
contract have established certain rent paynent
par anet ers.

And, so, | just think it's alnost silly to

say that the agency is going to take the position --

again, a valid lease -- that you're out of business.
MR. SM TH  CGot cha.
MR. FENOG.I G | nean, that would be the
effect. | nean, landlords in ny experience have been

reasonabl e, the ones that |'ve dealt with for both

charity clients and totally unrelated to bingo. But at
sone point the bills have to be paid. Property tax has
to be paid. |If they have a nortgage, it has to be paid.

So, at sone point, landlords are going to
say, | like the fact that the tenant's here, but | have
bills to pay. And, so --

MR SMTH  Sure. Well, | definitely --
this is Trace. | definitely think we would probably
need to sit down and maybe construct sone | anguage where
it kind of takes the handcuffs off of both sides on

this.
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Can -- Tyler, do you want -- or, Bob, do
you want to get with Steve, and do y'all want to try to
wor k that out and maybe include ne on that because |I'm
interested in this, nmaybe outside the BAC neeting? And,
t hen, next tine we have a BAC neeting report back and
kind of give us an update on where we're at on that?

MR. BIARD: Yeah, this is Bob. That

sounds great. I'Il -- Tyler is ny go-to person on
bingo. So, I'll probably let Tyler take the |ead, but |
will definitely stay involved.

(Si mul t aneous di scussi on)

MR SMTH Al right. Good deal.

s that all right with you, Tyler?

MR. VANCE: That's fine.

MR SM TH  Excellent. Thank you, sir.
Steve, is that okay with you?

MR FENOGLI O  Yes.

MR SMTH  Excellent. Al right. Any

ot her --

M5. URIEGAS: This is Veronica. | have a
gquesti on.

MR SMTH  Hey, Veronica. Yes, ma'am

M5. URIEGAS: So, just a little bit of
clarification. | think you had nentioned sonethi ng and

| just didn't understand the whole thing. You had
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nenti oned sonet hing about if the charity could give a
charitable distribution to the general fund and the
general fund could they pay the rent. | didn't

under stand t hat.

MR. SMTH  That was an uneducat ed
guestion on ny part, and | believe it was Tyl er that
explained it alittle better that you couldn't do that.

M5. URI EGAS: And why?

MR. VANCE: So, because noney that's
earned fromthe conduct of bingo can only be spent on
certain things. It can't be transferred into your
general account. Your general account noney can be
transferred into the bingo account, but noney that's
earned fromthe conduct of bingo can only be spent on
expenses that are related to the conduct of bingo and/or
charitabl e distributions.

M5. URIEGAS: But it is a charitable
distribution if you're giving it to your -- fromyour
bi ngo account -- because we actually -- | still have --
| don't have the unit accounting. So, if they were --
for exanple, if one charity was to give it to its
general account, could they -- it's a reasonable
expense, could they not do it fromtheir general
account ?

MR. VANCE: No, if the -- the expense --
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so, if you make a charitable distribution, it has to be
spent on the charitable purposes of the charity. So, |
nmean, if theoretically -- | guess, if the charity's
pur pose was to pay rent, you know, but that's not the
case.

( Si mul t aneous di scussi on)

M5. URIEGAS: Well, but a charitable
di stribution can be paid for a reasonabl e expense, which
woul d be |i ke payroll or building facilities and that
kind of thing. Does that --

(Si mul t aneous di scussi on)

MR. VANCE: Well, that's an expense from
t he bingo account. So, you have your bingo account, and
you can have up to --

( Si nul t aneous di scussi on)

M5. URI EGAS. Excuse ne. I'msorry. But
If you're putting that noney into your general account,
your general -- your organization can do it to pay rent
on its building or its personnel. |Is that -- | nean,
could that not be part of it?

MR. VANCE: The -- you can't transfer
bi ngo noney into the general account. |If the
organi zati on outside of bingo wants to --

M5. URIEGAS. |'msorry. Yes, you can

because that -- froma bingo account to a general
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account, that's a charitable distribution.

MR. VANCE: But that's different. A
charitable distribution can only be nmade for the
pur poses of the charity. So, if it's Toys for Tots, you
make the charitable distribution, then you have to | ater
be able to verify that that noney was, indeed, spent on
toys for children, not the rent for the Toys for Tot
of fice in downtown Austin.

MR SMTH If | may -- Tyler, if | may?
| think where she's going with that is nost of the
charities have in their charitable purpose to cover
expenses, office expenses, payroll expenses, and that
sort of stuff as part of their charitable purpose. And
| think where sone of the confusion is is on the bingo
application it's going to be alittle different than the
actual general purpose of the charity. |Is that where
the disparity is?

MR. VANCE: Yeah, | think so. | nean,
we're tal king about rent for -- for the bingo -- rent
for bingo, not rent for the charity organization's main
office --

MR SM TH  CGot cha.

MR. VANCE: -- or sonething. You know,
the organi zation's charter docunent al nost certainly

doesn't state that conducting bingo is part of its
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nonprofit purpose.
MR.
VS,
VR.

SM TH:
URI EGAS:
VANCE:

Got cha.
Ckay.

So, charitable distributions

can't be spent on the conduct of bingo.

That's a

separate type of expense.

MR. SM TH  CGot cha.

M5. URI EGAS: Ckay.

MR. SM TH. Does that answer your
guesti on, Veronica?

M5. URIEGAS: Yes, it does.

MR. SMTH:.  Ckay.

M5. GREEN. This is -- yeah, this is
Mel odye. | have anot her question for Tyler. Can you
hear nme?

MR SM TH  Yes.

MR, VANCE: Yes, ma'am

M5. GREEN. Ckay. You just said if | give
a distribution to Toys for Tots or | give a distribution
to Duncanville Food Pantry, if | give them-- if ny
charity gives Duncanville Food Pantry $500, is it ny
responsibility nowto prove that they spent that on food
and not spent it on electricity for their building?

MR. VANCE: No, you're responsible --

( Si nul t aneous di scussi on)
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GREEN. -- Toys for Tots.

VANCE: No, you're --

GREEN: (I ndi scerni bl e)

VANCE: Yeah, no, | don't think you

25 20

have to go behind that curtain. You just have to be
able to prove that your organi zation has as its purpose,
you know, feeding poor children and you, then, provide
us with a check that you gave it to an organi zati on that
provi des food for poor children. | don't believe -- |
mean, 1'd like have to look at it or talk to the
auditors, but | don't believe that you're required to
then al so prove that the organi zati on you gave it to,
| ndeed, spent it on feeding poor children.

| think it's kind of -- you know, we don't
have to verify it all the way down the line. W just
need enough evi dence to show that, you know, you used
t hat noney in accordance wth your nonprofit purpose by
giving it to another organization that uses it for that
or simlar purposes.
GREEN. Ckay.
SM TH.  CGot cha.
GREEN. That woul d be i npossi bl e.
SMTH. Ckay. Al right. W need to

25 D0

nove this --

( Si nul t aneous di scussi on)
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MR HARRIS: My | ask one nobre question
on this point? This is Corey Harris.

MR SM TH:  Absolutely, Corey.

MR HARRIS: As far as when charities are
di sbursing funds fromtheir accounts for charitable
pur poses, in the nmeno |lines where they denote what those
funds are to be used for -- and as |'ve been foll ow ng
along this conversation -- | think we can all agree that
as long as you specify a specific action for those
funds -- i.e., toys for children or a schol arship,
what ever the case may be -- if you put in that neno |ine
"general donation," now have you | ost control of what
happens to those funds at that point and are you liable
for what happens to themafter that? You put in there
"general donation,” and (indiscernible) go to that
foundation to see as they -- use as they see fit, is
that given entity on the hook at that point?

M5. URIEGAS: Can | nmake a coment on
t hi s?

MR SMTH  Sure.

MS. URIEGAS: This is Veronica. So, |ike,
for exanple, in sone of ny audits just one particul ar
charity -- I'll just take one for an exanple -- from
their bingo account to their general account they give,

say, $3,000 a quarter. So, when they get audited,
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they're only going to ask -- the Lottery can only ask
for $3,000 worth of receipts to see where $3, 000 went
for whether it was for feeding the honeless -- let's say
all $3,000 went to feed the honel ess, but say they're
getting incone fromother places, that noney can be
spent wherever the organization sees fit, as well.

So, | nean, you're going to get probably
$10, 000 and probably 5,000 is going to go to feed the
charities or maybe 1,000. So, you don't have -- when
the Lottery does the audit, you only have to show
recei pts of the 3,000 that was disbursed to the charity
fromthe bingo account. Does that nmake sense?

MR. HARRIS: Yeah. Thank you. And that's
nmy understanding of it, as well, is that once you have
dedi cated those funds, it then relies on the charity who
Is receiving to do the right thing with the noney. Once
you have made a note of what that noney is for, whether
it be for a specific cause, |ike a scholarship or
sonething like that or if it's just for a general
pur pose, for themto disburse at their |egal discretion.
And, so, | think we're all on the sane page. | just
wanted to verify that. Thank you.

MR SMTH  Yes. Yes. GCkay. Q@ys, we're
getting a little long in the tooth here, and there's

sone bigger itens that we need to discuss here in just a
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few m nut es.
AGENDA | TEM NO. 8
MR SMTH  So, we're going to nove on to
|tem No. 8 and di scussi on and possi ble action on
recomrendati ons for BAC nom nati ons.
Tom do we still have one seat open, is ny

under st andi ng?

MR. HANSON: | would have to defer to Bob
and Tyler on that. |'mnot absolutely sure, sir.

MR. SMTH. Ch, okay.

M5. ROGERS. | believe the statute says
nine, and -- this is Kim Rogers --

MR SMTH  Right.

M5. ROGERS: -- and | believe Corey nade
nine, if I"'mnot mstaken. | could be wong, but I wll

| ook. No, Corey nakes nine, and that is what the
statute is. | believe -- | want to say that this was
| eft on fromthe | ast neeting.

MR SMTH  Ckay. Al right.

M5. ROGERS: So, we do not have any seats
to fill at this tine.

MR. SM TH.  Ckay. Excellent.

M5. ROGERS: Bob, let ne knowif I'm
Wr ong.

MR. BIARD: No, | think you' re exactly
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right.
M5. ROGERS: Thank you.
MR SMTH Al right. WlIl, good deal.
AGENDA | TEM NO. 9

MR SMTH Ckay. Moving on to No. 9, old
busi ness. Anybody got anything on ol d business?

(No response)

MR SMTH  Public comment on old
busi ness?

M5. ROGERS:. Trace, | had one thing that |
would like to ask in reference to sonething that we
brought up at one of our prior neetings.

MR. SMTH.  Ckay.

M5. ROGERS: This is Kim Rogers, again. |
just brought up having paperless -- | know this is kind
of not as -- we'll just be quick on this because |I know
It's not as extrene as other things that we have at this
time. We're trying to get paperless going for quarterly

reports or sonething of that nature.

Tom | had sent you an e-mail. | was just
wonderi ng who, on Staff, | could work with to see if we
could make this happen. | went back and did -- you

know, the Staff spends quite a bit of noney on stanps
and copies. And we all get these big, beautiful

packages, if we can do sonething for that. D d you have

KENNEDY REPORTI NG SERVI CE, | NC.
512. 474. 2233 order @ennedyreporting.com




© 00 N oo o B~ w NP

N DN DN DN MDD P P P P P kPP
o A W N B O © 00 N o 0o M W N+, O

54

a chance to | ook?

MR. HANSON: So, for the record, Tom
Hanson, Director of the Bingo Division. So, what we've
done is we've | ooked at what -- sone autonatic triggers
that are in place. And if you submt your application
via BSP, there was supposed to be a -- kind of a flag
t hat stopped the actual printed copy from going out.

So, we're working with IR to get that in
place a little nore tinely, but at this point it's
supposed to stop at sone point. | don't know exactly
t he nunber of days, but for the -- for what we've seen
Is that the package is going out in sone cases three or
four days after the conpleted application is submtted
via BSP. So, we're trying to shorten that period.

But, yes, we would |like fol ks to use BSP.
W would like to not be sendi ng out huge packets, but
we're still working on it.

M5. ROGERS: kay. What | was | ooking at
was nore of the quarterly reports. | file everything
online, everything, but | still get in the mail |arge
| i ke quarterly report packets.

That's nore where | was |ooking for. |
know |l icensing can be a little nore difficult. But if
you have anything that | can assist or help do with

that, please let ne know
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MR HANSON. | wll do that. And, yeah, |
was tal king about licensing, but | see it as the sane
I ssue with the quarterly reports.

M5. ROGERS:. Ckay, sir. Thank you.
That's all | had.

MR SMTH Al right. Good job, Kim
Thank you, ma'am

Al right. Any public coment on old

busi ness?
(No response)
AGENDA | TEM NO 10
MR SMTH Al right. Moving on.
No. 10, new business. | would like to start out on
No. 10, and we've talked with this -- anpbngst ourselves,

|'msure. And we've talked with Staff a little bit
about this, but I think we need to formally tackle the
Facebook gam ng and the Internet pull-tabs issue that we
have going on in Texas.

| know t hat several people have caught
their enpl oyees doi ng the Facebook gam ng or Facebook
bi ngo, Facebook horse race, hosting these Facebook
parties. | know Tom-- |'ve talked with him and he's
actively taking all subm ssions that he gets. But |
think we need to try to get the actual Comm ssioners

i nvolved in this and on board to help us tackle this.
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| don't think this is an i sol ated

I nci dent. | think this is statew de. | think it's al so

multistate or -- so, a nmultijurisdictional issue,
especially on the east part of Texas where the state
line with Arkansas, Louisiana, and Okl ahoma is.
(Laught er)

So, | want to open up the floor a little
bit and kind of talk with everyone about this and Tom
and Tyler and Bob, as well, to see what we can do to
reconmmend that sone nore effort and sone nore hel p be

given to the Staff and Enforcenent to go after these

i1l egal ganmers that are -- they're stealing fromthe
charities' distribution. And it's not small. It is
huge.

They have no rules that they have to abide

by. They run 24 hours a day, 7 days a week. They run
It through a Cash App based system |It's -- basically,
it's free for all.

So, I'mgoing to direct this pretty much

towards the Staff at the nonent in the beginning to kind

of see y'all's thoughts and processes. And, then,
think we should all talk about this together and try to
conme up with a recommendation to give to the
Conm ssi oners.

So, Tom I'Il let you lead off on this.
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know you' ve had firsthand experience on this. So, if
you'd like to take the floor, it's all yours.

MR. HANSON: Well, | appreciate that. For
the record Tom Hanson. W have | ooked at a bunch of
these. If we can identify and verify that it invol ves
an enpl oyee, who is on the worker registry, that
docunentation can be used to nove forward wth the
renmoval of that person. |[|f the Enforcenent D vision
during the investigation can prove that they conducted
those activities, they can nove forward for a
prosecuti on under the statute for unlawful bingo.

What we're finding is that these fol ks are
using a private environnent in which we have a hard tine
getting into those in an undercover attenpt. W do
reach out to Facebook when we notice these things and
report them as being violations of the Facebook rul es
and regs. But, as you stated, there are a nunber of
these. W've been taking a lot of calls. W've taken a
fair nunmber of conplaints, and those are being
I nvesti gated as best that we can do right now.

One suggestion that canme up recently was
to post a special nessage on the Website and use our --
that format as a way to advise folks. W've sent out
I nformation that can be forwarded to | ocal |aw

enforcenent entities as far as what the violation is.
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That's kind of where we are right now.

Tyl er, would you have any additi onal
I nformati on?

(No response)

MR SMTH Did Tyler drop off the
meeti ng?

MR. VANCE: Hey, no, sorry. | was nuted.
Yeah. Sure. | think it's inportant in these
conversations to realize that, you know, state agencies
are restricted in their activities by their statute, and
it's inportant to renenber that the Lottery Conmm ssion
can only regulate legal bingo. Illegal bingo is a
crinme, and crines are regulated by district attorneys
and police officers.

And, so, you know, |ike Tomsaid, if
sonebody with a license that's been issued by us is
I nvolved in this, then we can take action agai nst that
| icense. But that's not going to prohibit themfrom
continuing illegal conduct. You know, | nean, if
they're -- it just prohibits themfromlegal conduct.
And we'll certainly do that, and we'll certainly pass on
any information we can to | ocal |aw enforcenent. But
this is a crimnal issue.

So, | just hope everyone -- | just want to

set everyone's expectations that, you know, that -- that

KENNEDY REPORTI NG SERVI CE, | NC.
512. 474. 2233 order @ennedyreporting.com



© 00 N oo o B~ w NP

N DN DN DN MDD P P P P P kPP
o A W N B O © 00 N o 0o M W N+, O

59

we can only take action against |icenses and
registrations. And what this is is organized crim nal
activity, and that's -- we don't have jurisdiction over
t hat .

MR BIARD: And this is Bob. 1'Ill just
add another jurisdictional point is that, you know, the
| nt ernet does not respect state boundaries. So, | think
there's a real question whether bingo conducted on the
| nternet takes place in Texas or Okl ahoma or China or
anywhere. You know, it's difficult. W can't enforce
any of our authority outside boundaries of the State of
Texas.

MR SMTH  Well, et nme just interject
this: |If this was not happening in the bingo halls, we
woul dn't know about it, but it's ranmpant in the bingo
halls. And we're comng to you asking for help. It's
easy to say that, ah, we don't have jurisdiction over
this and jurisdiction over that, but we're asking you
for hel p.

We need help. This is taking noney
directly out of the charities' distributions. W're
asking for help. W need you to be proactive. W need
you to work with us and be a crusader for charitable
bi ngo because that's what we're here doing. So, please,

we've got to work together and figure out a way to
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actively go after these people.

MR. BIARD: | hear you, and we're happy to
do that.

MR SMTH  Wat tools do you need to do
that? Wat tools can we offer you to work together to
col l aborate and bring this to a stop? | think wthout
the bingo halls' crowd, if we can get them out of the
bingo halls, | think it withers off and dies or at | east
It goes away over tine because they're crowd sourcing
the bingo crowd is what they're doing.

MR MARTIN:. This is WIIl Mrtin for the
record. And we had an incident here in Victoria about a
week or a week and a half ago where | happened to be on
Facebook and was just surfing down through there, and |
noti ced that soneone had put on Facebook that they were
going to have Boot Scootin' Bingo |ive on Facebook on a
certain day and you could call and buy your bingo card
for $50.

It turns out it was the Anerican Business
Wnen's Association trying to raise noney for
schol arships, and | called lady up. And | talked to
her, and | asked her -- | said: How do you look in
orange? And she said: Wat do you nean? And | said:
Wll, if you' re conducting bingo wthout a license, it's

a third-degree felony in the State of Texas.
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And, so, imedi ately she dropped it and
wanted to go to just having a reverse raffle online.

And | said: The State of Texas does not allow online
gamng. So, they did it.

And I'd |ike to see the Lottery Comm ssion
make sone type of a poster that all of us in the BAC and
ot her people in bingo can periodically put on Facebook
stating that, if you have any kind of bingo or event
tabs or anything like that, it's a third-degree felony.
And maybe it won't stop it all, but maybe it will sl ow
down sone of it.

Bl ARD: Good i dea.

HANSON: And if | may?

SMTH  Yes, sir. Absolutely.
HANSON: For the record Tom Hanson.

2325

WIl and | have had that discussion, and that's where |
referenced earlier the posting of a special nessage
that's inclusive of a discussion of activities, such as
the pull-tab sales, the online bingo. That's a plan
we're going to put in place and get that special nessage
out there.

MR. SMTH. Excellent. Excellent. Thank
you. And what we -- ny fear is is that sonetines this
online gam ng, this Facebook gamng, is -- whatever you

want to call it -- with themnot having to abide by the
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rules that | egal charitable bingo abides by. Sonetines
the grass is greener on the other side. And, if this
continues, charities are going to -- that are teetering
on positive net proceeds, when you take 30 peopl e out of
a hall and they're spending their noney on Facebook and
| nt ernet gam ng, what happens is that charity gets into
negative net proceeds really quick. | don't need to
tell you what happens when you can't nake positive net
pr oceeds.

This is a huge, huge issue, and | know t he
I ndustry sees it as a huge issue and a serious one. And
| ' m hopi ng we can come up with a better plan of action
than a poster. And, so, |I'mlooking for ideas.

| don't know enough about el ectronics. |
can barely send an e-mail, and half the tine ny e-mails
don't go through. So, | ama technological idiot in
t hat regard.

Maybe sonebody with -- that's nore tech
savvy can cone up with an idea. Maybe there's a bot

that could be created and sent out through the Lottery

Commission. |I'msure -- y'all have got conputer w zards
there, I'"'msure, but to search for these illegal ganers
and - -

M5. ROGERS:. Excuse ne, Trace, | have a
guestion probably for Tomor Tyler or Bob. And I --
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li ke you, I"'mnot |IT Departnment. But why is it not as
sinple as, if it's happening in Texas on Facebook and
that's illegal, can the Lottery or our Staff, which is
who governs bi ngo, send Facebook sonething that -- where
it has a cease and desist in Texas --

( Si mul t aneous di scussi on)

MR. VANCE: So, this is Tyler.

M5. ROGERS: Yes, sir?

MR. VANCE: So, we do have -- we've been
communi cating with Facebook. W send themletters
l etting them know. But we -- again, our authority is to
regul ate | egal bingo. W don't have any authority over
i 11 egal bingo.

|1l egal bingo is ganbling, and ganbling is
a crime. And police departnents and district attorneys
and the Attorney General's O fice have jurisdiction over
crimes. So, we certainly provide that information to
Facebook. But if Facebook tells us to take a hike, we
| i ke ganbling, there's nothing we can do about it.

The Attorney CGeneral could. They could go
after them A police departnent, if they knew that it
was happening within their jurisdiction, they could go
after them But we can only go after people with
| i censes and registrations --

MR SM TH  Ckay.
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MR. VANCE: -- and Facebook doesn't have a
| icense. So, there's -- we're very [imted in what we
can do.

MR. BIARD: And we can work with | oca
jurisdictions. And Tom knows from his many years of
experience at the Comm ssion is that we do work with
| ocal jurisdictions on a variety of crimnal issues, but
they're not ours to prosecute.

MR SMTH Right. So, let ne just throw
this out there, and this is Trace. |'mspitballing
here, but |I'm going to assune sonewhere in the State of
Texas there is a bingo session being played legally in a
bi ngo hall that this online Facebook bingo is going on.
Ckay? If it's going on, and it's going on during a
| egal bingo session, that makes it your jurisdiction.

Ri ght ?

MR. VANCE: Correct. Yeah, those people
woul d have a license. So, the organi zation would be in
trouble. Any of the workers involved in it would be
trouble, and it would be an unaut hori zed bi ngo occasi on.
And, so, those people -- yeah, we can go after those
peopl e and revoke all their |icenses --

( Si nul t aneous di scussi on)

MR SMTH No, that's --

MR. VANCE: But we would have to --
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MR SMTH  That's not what |'m sayi ng.
What |'m saying is there's a | egal bingo gane going on,
okay, legal, in a bingo hall.

MR, VANCE: Right.

MR SMTH  And on Facebook sonebody
somewhere in the State of Texas is doing an ill egal

bi ngo, and that's going on during a bingo session.

That -- doesn't that nmake it kind of iny'all's court?
MR. VANCE: | don't understand. [|f --
MR SMTH | nean, does it have to be

occurring at the hall for you to have jurisdiction over
it?

MR. VANCE: But we only have jurisdiction
over |licenses and registrations. So, sonebody involved
in the bingo -- in the illegal and the ganbling
activity -- if sonmebody involved in the ganbling
activity has a bingo |icense, we can discipline that
| icense for that activity.

M5. URIEGAS: |'msorry. This is
Veronica. So, | have a question: So, if it's an
I 11 egal session wth sonebody that does not have a
| i cense, you guys can't do anything about it. |Is that
what you're sayi ng?

MR. VANCE: Correct. If we get

i nformation, we get a conplaint about it, we do. W
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contact the relevant party. So, if it's on Facebook, we
contact Facebook, hey, these guys are commtting a crine
by conducting illegal bingo. O if it'sin a --
historically, it's been, you know, at a bar in sone
small town, and, then, we send a letter to the sheriff
and the | ocal police departnent saying, hey, we've got
reports of illegal bingo in your area.

MS. URI EGAS. So, nmany, nany years ago |
had a |icensed organi zati on cl ose down session, and we
had a new charity take a recession. The Lottery
Comm ssion cane in and said ny charity was running
i1l egal ganbling fromthe -- this was the Lottery back
In the day, and they cane in to tell ne | was illegal.
And | said: Absolutely not. There's ny license on the
wal | .

Well, what had happened is they had

changed |icenses, and sonebody didn't tell sonebody in

the back office that it was legal. So, that was fine.
But, still, | had the Lottery cone in and try to cl ose
me down at that tine. So, | think you're -- maybe

there's sonething we need to | ook into because they can
cone inif it's illegal.

MR. VANCE: |t sounds to nme in that
situation, | nean, sonebody had a | essor's license.
Right? So --
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MS. URIEGAS: No, it was a conductor's
| i cense.

MR, VANCE: Ckay.

M5. URIEGAS: But, regardless, the Lottery
did cone into try to stop the session because they
didn't realize that -- you know, it was just
m sconmmuni cation on the back end. So, the Lottery cane
intotry to stop it. So, yes, they can go in to do
sonet hi ng about it.

MR SMTH  Well, | think maybe that was a
particular instance. | don't know. | (indiscernible) a
| ot of details on that. W nay not understand,
Ver oni ca.

|f | may pose this question, Bob, Tyler,
you keep saying that AG m ght want to do sonet hi ng about
It. In the past | know that -- but particularly with
eight-liners and illegal gam ng, that sort of stuff, |
think -- now, don't hold me to this, but I'mthinking
that the Lottery Conm ssion has requested AG s opi nions
and has worked with the AGs Ofice trying to help the
eight-liner problemwth the eight-liners in the bingo
halls and the illegal eight-liners that are not in the
bi ngo halls. Wuld this be sonething that the
Comm ssion and the Staff naybe could, you know, request

the AGs Ofice to take action on this to help out the
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|l egitimate charities?

MR. VANCE: Well, I'mgoing to defer --
think that would be a governnental affairs type
si tuation.

MR BIARD: No, | just need to think
about -- | nean, if -- I'"mcertainly happy to have a
conversation with the AGs Ofice. | nean, | can't --
don't know. | don't know the answer to that right off

the top of ny head, Trace.

MR SMTH Ckay. | nean, that's fine.
That's sonmething to think about, anyway. | nean, that
may be --

( Si nul t aneous di scussi on)

MR. BIARD: It sounds |like you naybe need
| i ke a subcommttee or a small group of -- to just, you

know, brainstormon this issue.

MR. HARRIS: Trace, this is Corey Harris.
May | interject?

MR SM TH  Yeah.

And just so you know, Bob, you took the
words right out of ny nouth because that was exactly
what | was fixing to do. (Laughter)

MR BIARD: Right.

MR SMTH. But, yeah, go ahead, Corey.

MR HARRIS: Well, as | understand it --
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and don't have to apologize. | amcertainly playing a
bit of catch-up. But as | understand it one of the
goals of this Comm ssion is to certainly discourage the
adm ni stration and the participation of illegal bingo.
Am | correct in making that assessnent?

MR. VANCE: Yeah, that's not -- our
purpose is to ensure that bingo is conducted fairly and
that the proceeds are spent on charitabl e purposes --

( Si mul t aneous di scussi on)

MR HARRIS: But let ne ask you this --

MR VANCE: ~-- is not to prohibit illegal
ganbl i ng.

MR. HARRI'S: | understand. Wat kind of
I nformati on does the commttee put forth to the public
I nform ng them of what constitutes illegal ganbling? As
| 1 ook through the Texas Lottery Conmm ssion's Wbsite
and, nore specifically, the Charitable Bingo D vision,
there's several tabs where you can find different
Information. One of themis Play Bingo, and it explains
sone of the rules about who is allowed to play and so
forth,

But | don't see any real no-nos on here
about what is acceptable and what is not acceptable.
And, for the nost part, | feel that the average consuner

violates things purely out of ignorance, not out of
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nef ari ous.

One of the things we had success with --
|"'ma nenber of the Freemasons Fraternity in Texas. |'m
a trustee of the (indiscernible) of Texas, and we had a
| ot of issues with snmaller |odges doing illegal raffles.
They were raffling off things or engaging in sone other
ki nds of things that just weren't on the up and up, and
it was purely out of ignorance. Their intentions were
good, but that doesn't nean anything when you're
violating the | aw

So, to conbat that we had sone nenbers of
our jurisprudence commttee put forth sonme very nicely
done nedi a or videos explaining exactly what the | aws
are and how that apply to the community. And we got
sone trenmendous feedback froma |lot of the | odges across
Texas because it made so nmuch nore sense to them It
really expl ai ned what they could and what they coul d not
do.

| f we educate nore consuners, they would
be less likely to participate in these elicit bingo
activities. Thank you. That's all | have, Trace.

MR SMTH Al right. Thank you, sir.
Appr eci ate that.

So, | would Iike to get a subcommttee

t oget her on Facebook gam ng and illegal pull-tabs.
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M5. URIEGAS: Trace, |I'll join that
commttee. This is Veronica.

MR SMTH Al righty, Veronica.

| was going to see if maybe sonebody
wanted to head that commttee.

(No response)

MR. SM TH.  Anybody?

MR. FENOG.IO This is Fenoglio. |'ll be
happy to serve and/or head the commttee --

MR SMTH Al righty. Let's -- if
there's no objections, we'll let Steve Fenoglio head the
comm tt ee.

MR. BOURGOYNE: Trace, thisis Emle. I'd

| i ke (indiscernible).
MR SMTH Al right. Al right.

Fenoglio, we'll put you as the head of that comm ttee.
And, Veronica, we'll put you on there.
Emle --

M5. ROCGERS: This is KimRogers. As a
public nmenber, Frances Rogers would also |like to be on
t hat .

MR. SM TH  Frances?

M5. ROCERS: Yes.

MR MARTIN:. This is WIIl Martin. This is
WIIl Martin. Put nme on there.
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MR SMTH  Ckay. Al right. And is
there -- Tommy?

MR. DUNCAN. Put Tommy on there, too.

MR SMTH Ckay. | was going to say, we
probably need to get at |east sonebody that deals in
pul | -tabs pretty heavy. (Laughter)

M5. ROGERS: Excuse ne. This is Kim
Rogers. Was the |ast person Tommy Duncan?

MR SMTH Yes. Yes, it was.

M5. ROGERS:. Ckay.

MR. DUNCAN: Trace --

MR. POHL: This is Jason Pohl --

MR. DUNCAN. -- we went to the Lottery
with this back in January, and | understand Tyler's
expl anation. So, you know, | think our only -- you
know, if you have an organized crine unit -- or we're
going to have to pressure the AGs O fice because just
doi ng sone sinple math here in Houston on one of these
roons, whoever is running the room-- the guy, the gal,
or whatever -- they probably already knock down about a
half a mllion dollars already in profit.

MR. SMTH. That could be going to the
chariti es.

MR. DUNCAN:.  One person.

MR SM TH  Yeah. Yeah. Yeah. Well,

KENNEDY REPORTI NG SERVI CE, | NC.
512. 474. 2233 order @ennedyreporting.com




© 00 N oo o B~ w NP

N DN DN DN MDD P P P P P kPP
o A W N B O © 00 N o 0o M W N+, O

73

okay. Al right. Well, we've got our subcommttee, and
maybe we need to get sonebody fromthe Staff nmaybe to be
on this conmttee, as well, or do you -- Tom do you
want just the commttee to get wwth your Staff? O how
do you want to do that on your end? Because we want
your hel p.

MR. HANSON. | would hope that Tyler and |
could join this commttee and have these di scussions and
formulate a plan that's within what our jurisdiction is,
as well as sone thoughts on how we can conbat this.

MR SMTH  Gotcha. Now, Tom |'m going
to ask you a very | oaded question here, and this is --
it's purely hypothetical: But the thought crossed ny
mnd that what if the Lottery Staff had a division that
went after illegal bingo, if they had that jurisdiction?

MR. HANSON. So, we currently have a
Conpl i ance Departnent w thin Bingo.

MR. SMTH  Unh- huh.

MR. HANSON: And part of what they have
been doing is reaching out to fol ks who nay be
attenpting to conduct bingo, such as bingo in a bar and
t hose kind of things, reaching out to themto nake them
aware of the fact that they have to be |licensed, they
have to be a nonprofit or a charitabl e organi zati on.

So, that was done in the past. As we've tal ked about
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before, very short staffed, but we are addressing sone
of those.

The point that WII| nade about the Boot
Scootin' Bingo, | had a conversation with that |ady
after WIl sent it to ne to talk about what was in
conpl i ance and what was not. So, we are proactively
| ooki ng at sone of that, if we're aware of it. And
t hose can conme by conplaints that cone in through CAMP,
our conplaint nonitoring system

MR SMTH  Sure.

MR. HANSON. Those that are sent by
e-mail, those are that reported to Alice in phone calls.
So, we're |looking at those as best we can. W refer
sone to Enforcenent for investigations, currently, but I
do not foresee a separate division with -- or a
department within Bingo with the way the jurisdiction is
denoted in the statutes.

MR SMTH  Gotcha. kay.

M5. ROGERS: Excuse ne, Trace. | have one
qui ck question, maybe Tom can answer along this -- on
this subject: Right nowwth the el ection, whenever you
| ook at Facebook on anything to do with any type of
el ection itens, there is a little paragraph underneath
there that states whatever it states. Have we requested

Facebook to put sonething |like that under these roons

KENNEDY REPORTI NG SERVI CE, | NC.
512. 474. 2233 order @ennedyreporting.com



© 00 N oo o B~ w NP

N DN DN DN MDD P P P P P kPP
o A W N B O © 00 N o 0o M W N+, O

75

when people go in? Kind of -- it would be along the
sane |ine as the poster, maybe just a kind of scare
tactic, anything like that to nake them aware that this
could be construed as illegal? |Is that sonmething we can
ask or send to Facebook?

MR. HANSON: You know, we can ask anything
of Facebook. The public can reach out to Facebook and
ask for Facebook to take certain actions. \Wenever you
go to one of these sites, you have the ability to click
on a button that reports it, and you can place in there
that you do not feel that that particular activity is
| egal . The Enforcenent Division has a | aw enf orcenent
portal to Facebook to report activity on Facebook that's
Iin violation of statute or rule. So, that's being done
wi th any cases that go over there.

But, as far as asking Facebook to put
sonet hi ng on every Wbsite that has bingo, that's going
to be a massive reporting thing. People are going to
have to notivate themto do that. | don't believe a
singl e agency could reach out to them and have t hat
pl aced over the entire Facebook environnent.

M5. ROGERS: kay. Thank you, sir.

MR. BIARD: Hey, Tom can | clarify --
this is Bob. Can | clarify one thing wwth you?

MR, HANSON:  Sure.
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MR. Bl ARD: Have you or our Enforcenent
Staff had any -- | nean, had any comunication wth
Facebook on this issue at all?

(Brief pause)

MR. HANSON: | do know of situations in
whi ch Facebook is being notified via the portal.

(Brief pause)

MR SMTH  Have you --

MR. HANSON: Anyt hing el se?

MR SMTH  -- have you received any
contact back on that, Tom or can you tal k about that?
O --

MR HANSON: |I'mnot aware -- in the
reports that | read |I'mnot aware of a situation in
whi ch we've received a comment back.

MR SMTH  Ckay. Gotcha.

MR. DUNCAN: It's a whole lot nore
I nvol ved than just Facebook here. | nean, when you see
these pull-tabs online, we get the serial nunbers when
sonebody will screenshot in a room-- a nole or whatever
and send us sone info -- we track those serial nunbers.
We go straight to the manufacturer that nade the ticket.

There's actually one out there on Facebook
that has a Good Tine's logo on it. So, when we've seen

that, we definitely went to the manufacturer. W track
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that serial nunber. These manufactures sell Texas
tickets all over the country because we're the only one
that requires a Texas seal and --

(Si mul t aneous di scussi on)

MR SMTH Hold on a mnute. Tommy, can
| interrupt you for a nonent?

MR. DUNCAN:. Yeah.

MR SMTH So, let ne see if | get this

right: A licensed manufacturer sold pull-tabs to

soneone that is being played illegally --
MR. DUNCAN: No, no, no.
MR SMTH -- in Texas?

MR. DUNCAN. No. What they do is these
manuf acturers -- they sell all over the world for one
t hi ng.

MR. SM TH:  Uh- huh.

MR. DUNCAN. So, what they're doing is
they're selling pull-tabs to a distributor in Florida --

MR SMTH  Right.

MR. DUNCAN. -- maybe's it's Allied Bingo
or sonet hi ng.

MR. SM TH.  Ckay.

MR. DUNCAN:. Okay. Now, this distributor
puts these tabs on EBay, on his Wbsite. Anybody in

Texas can get on the Web and order these tabs. Now, we
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have actively contacted all these manufacturers, and
they are relaying the nessage that, if you sell these
ganmes back in Texas, that it's illegal. Has it stopped?
No. Has it slowed down? A little bit.

But, for exanple, our ticket that was on
Facebook in Texas was sold in Connecticut. So, that's
who the manufacturer sold it to. They're selling to
distributors who are selling online back to Texas. And
| wll also nention the people that you see with the
pul | -tabs online, those are generally your players out
of the bingo hall.

MR SM TH  Yeah.

MR. DUNCAN: We have five offices, and we
get seven or eight calls a day for pull-tabs from
unl i censed people. W tell themto go to the Lottery.
But your professionals that are naking this half a
mllion dollars that |'mtal king about, they're not
doi ng pull -tabs on Facebook. They're flying under the
radar doi ng these horse races. You don't need --

(Si mul t aneous di scussi on)

MR. SM TH  Yeah.

MR. DUNCAN:. And they can run 30 of them a
day or nore. | nean, it takes 60 seconds to run a horse
race.

MR SMTH Right. So, but -- so |
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understand this, you' ve got a |licensed manufacturer
selling pull-tabs that are supposed to go to |icensed
distributors in the State of Texas, but they're selling
themall over the place; and that's our problem and we
can't stop that?

MR. DUNCAN. No, that's not our problem
They're selling -- the problemis is these manufacturers
sell to licensed distributors. It's the |icensed --

( Si mul t aneous di scussi on)

MR SMTH | understand that.

MR. DUNCAN: -- distributors in the other
states --

MR SMTH | understand that.

MR. DUNCAN. -- that are selling them back

to Texas. W can't --

( Si mul t aneous di scussi on)

MR SMTH. But doesn't the Lottery have
jurisdiction over a |icensed manufacturer in the State
of Texas?

BOURGOYNE: Trace --

DUNCAN: No, no, no --

BOURGOYNE: Trace, if | may?
DUNCAN: Tell him Emle.
BOURGOYNE: Trace, this is Emle.
SM TH:  Yeah.

232525
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MR. BOURGOYNE: W have traced every
serial nunmber we find that we're called into or that we
see on EBay, we trace them back to the distributors.

MR. SM TH.  Uh- huh.

MR. BOURGOYNE: We contact the distributor
and their regulator, and we let them know that their
distributor is selling outside of their |icensing.

W're selling to licensed entities.

MR. SMTH.  Ckay.

(Si mul t aneous Di scussi on)

MR. BOURGOYNE: They're selling |egal
product to licensed entities. 1In one case -- not in one
case, in a bunch of cases, we've got a distributor in
Quebec that sells just to native tribes in Quebec.

Those custoners are taking the product and putting it on
EBay.

MR. SM TH  CGot cha.

MR. BOURGOYNE: And we've threatened to
cut themoff, but we're still selling to a legal entity.
The problemis, once it reaches that distributor, if
they sell it to a charity custoner sonewhere, then they
take the product and put it on Facebook Live.

MR. SMTH.  Ckay.

(Si mul t aneous di scussi on)

MR. BOURGOYNE: It's not just in Texas.
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It's a national problem And, quite frankly, |'mnot
sure it's going to go away until COVID goes away, and it
may not go away then. W' ve got a couple of states
actual ly | ooking at contacting a regulatory agency to
see if maybe there's a way to get the |license group into
doing this sort of thing.

MR. SM TH  CGot cha.

( Si nmul t aneous di scussi on)

MR SMTH Well, | was -- Emle, | was
operating under the assunption -- | just got a nessage.
| was operating under the assunption that, when a
manuf acturer nmakes a ticket for the State of Texas with
that logo on it, they were only allowed to sell that
ticket in the State of Texas to |icensed distributors.
And, obviously, that's not the case.

MR. BOURGOYNE: That's just not the case.

MR. SMTH.  Ckay.

MR. DUNCAN. No, that's not the case.
It's bigger -- and | agree with Emle. Now, this al
started before COVID, but COVID has definitely nmade it
nore prevalent. There's --

MR SMTH It sure has.

MR. DUNCAN: Yes.

MR SMTH  Ckay. So -- but even, still,

aren't pull-tabs a controlled product in the State? |
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nmean, isn't -- | qguess it falls back to --

MR. BOURGOYNE: Mbst of the product you're
seeing on -- nost of the product -- this is Em | e again.
Most of the product you're seeing on Facebook Live in ny
opi nion was not sold to a Texas distributor.

MR. DUNCAN:. Right. | agree with that.

( Si mul t aneous di scussi on)

MR SMTH But it's being played in
Texas?

MR. BOURGOYNE: But it was sold to a
distributor who's jurisdiction requires themto trace
the serial nunbers to their clients, and that's not
bei ng done.

MR. DUNCAN. Trace, junp on EBay and put
in pull-tabs. See what happens.

MR SMTH Al right. So, let nme ask you
this: | can -- as a charitable bingo |icense holder, if
| understand this correctly, |I can go online and
purchase pull-tabs with a Texas seal on themfroma
different distributor in another state and sell them at
nmy bingo hall, and nobody woul d ever know?

M5. URI EGAS: Correct.

MR. DUNCAN. We would if we tracked a
serial nunber and sonebody got it out. Then, you'd be

in trouble for buying froman unlicensed distributor.
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MR. SM TH:. Unh-huh. Yeah. But ny point
Is: There's a huge | oophole that the Lottery Conm ssion
doesn't have teeth to enforce.

MR. DUNCAN. | think their basic prem se
Is they can't enforce organized crine that's going on
out si de the bingo hall.

MR SMTH | understand that.
under st and t hat .

Ww, we've got a ness on our hands.

MR MARTIN:  Anen.

MR. DUNCAN. It's gotten way too big now.
l"'mlike Emle, it's -- it's --

MR. BOURGOYNE: It's -- yeah. [It's just

not a Texas problem It's a huge problemall over the

country.

MR. DUNCAN:. Ch, yeah.

(Si mul t aneous di scussi on)

MR SMTH | definitely have a better
understanding of it now, and | will do nmy due diligence.

| thought | understood it at first. But, boy, good
grief.

M5. URI EGAS: Well --

MR SMTH  This is a dadgum ness.

M5. URIEGAS: -- and a bigger part of this

is they're doing it nore with the horse races because
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they don't have to get the pull-tabs to have -- | nean,
t he horse races can be run anywhere. You can buy them
for $10 up to a thousand dollars. So, those can be run
easily without having to invest any noney in purchasing
pul | -t abs.

MR. DUNCAN. That's what -- yeah, that's
why | was saying that earlier. [It's your novices that
are putting these pull-tabs online --

M5. URI EGAS: Yes.

MR. DUNCAN:. -- just asking to get in
troubl e.

M5. URI EGAS: Yes.

MR SMTH  CGotcha. Gkay. Al right.
Ckay. And anybody got anything el se they want to add on
this?

(No response)

MR SMTH  No? GCkay. Any other new
busi ness?

MR. FENOG.IQO This is Fenoglio. | want
to confirmthat the follow ng individuals are now on
this commttee.

MR. SM TH.  Ckay.

MR. FENOG.I O Veronica Uriegas, Tommy
Duncan, WII| Mrtin, Em | e Bourgoyne, Frances Rogers,

Tyl er Vance, and Tom Hanson. |[Is that correct?
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SM TH:  Yes.

POHL: Add Jason Pohl, pl ease.

SM TH.  Add what ?

POHL: Add ne, Jason Pohl, please.
SMTH  Ckay.

FENOG.I O And, M. Chairman, do you

232525

need a vote to create the commttee?

MR SMTH | don't -- we haven't in the
past. Let ne defer to Tyler for that one or Bob maybe.

MR. VANCE: Yeah, in typical, you know,
rul es of procedure, you would. You would have a vote to
create the subcomm ttee.

MR SMTH  Ckay. Al right.

So, we -- |'ve got a notion to commt the
subcomm ttee on illegal Facebook gam ng, illega
pul | -tab gam ng.

MR. DUNCAN: | second.

MR SMTH Al right. And all in favor?

(Those in favor of the notion so

r esponded)

MR SMTH Al right. Any opposed?

(No response)

MR SMTH Al right. The subconmttee
Is created. Y all have got plenty to work on.

(Laughter) God bless youis all I can tell you.
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Al right. Any other new business? Any
ot her public coment on this?

MR. BIARD: Trace, this is Bob.

MR SMTH  Yes?

MR. BIARD: | just want to thank you for
your indul gence as we had that | ong conversation. And I
just want to assure you that the Staff, the Conm ssion
Is ready to work with you guys on this issue in any way
we can.

MR SMTH  Well, | certainly appreciate
t hat because | think the charities are the ones that are
suffering. And | think we've got to go to bat for them
and, you know, stick up for them every chance we get.
And | certainly appreciate y'all's help and y'all's
educati on because, although we know our bi ngo busi ness
pretty well, we sonetines aren't as fluent in the
Staffs' legalities and their jurisdictional controls.
So, we do appreciate your education on that.

M5. URIEGAS: This is Veronica. | have
one nore question.

MR SMTH  Yes, ma'anf

M5. URIEGAS: Can we include illegal
ganeroons in this? | just had one open up right in ny
strip center right next door to ne. | nean, | don't

know if that's sonething totally different, or --
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MR SMTH Well, | think that's going to
be in a separate category. There's sone established
protocols for dealing with those already. And | think
I f you maybe asked around, maybe talk to Steve Fenoglio
or KimKiplin or sonebody |like that, one of the
brilliant attorneys that we have in our industry, they
may be able to help you a little bit with that.

M5. URIEGAS: Well, | did have a
connection with the Vice Squad, and they said they're
not even going to start |ooking at illegal ganeroons
until maybe next year.

MR SMTH. Yeah, that's no good. That's
no good. Unfortunately, | think the reason that we
commt -- did this subcommttee is because it deals
directly with illegal bingo.

M5. URI EGAS: Ckay.

MR SMTH  Wether it be Facebook gam ng
or -- Facebook bingo or the horse race bingo or the
pul | -tab bi ngo.

M5. URI EGAS: Ckay.

MR SMTH  But there's groups out there
that are against the illegal ganeroons, and |I'm sure
sonebody will be glad to reach out to you for that.

MR. MARTIN:. Veronica --

M5. URI EGAS: Yes?
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MR MARTIN:. -- thisis WIIl Martin. Gve
me a call later this afternoon after 3:30, and I'll talk
to you about illegal ganeroons.

M5. URIEGAS: Ckay. Geat. Thank you.

MR SMTH Al right. There you go.
Good deal .

Al right. Any other public comment on
this one?

(No response)

MR SMTH Al right. W need to set the
date for the next neeting.

MR FENOGLIG M. Chairman, | wanted to
make one observation about -- under the new business
category that Texas Charity Advocates has voted to --
propose sone |legislation that would elimnate Section
2001. 420 Subparagraph (a), that provides a bingo prize
may not have a value of nore than 750 for a single gane.

MR SMTH  Gotcha.

MR. FENOGLIGO We would still retain the
2500 per session |imt that's in Subparagraph (b), and

the reason for that is to -- and this would only apply
to -- well, it would be 2500 a sessi on. It would still
be alimt.

And, then, we have asked the Lottery

Commi ssion Staff for any reconmendati ons that the Bingo
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Di vision of the Lottery Comm ssion has for any sort of
clean-up matters, and we wll neet with Tom and Tyl er
about that. They've given us sone -- | don't know if
they're concerns, but they're observations that woul d
make the Division run nore efficiently. And --

( Si mul t aneous di scussi on)

MR. SM TH  CGot cha.

MR. FENOGIQ -- to bring those, as well.

M5. ROGERS:. Excuse ne. Steve, canh you
repeat the nunber of that one, please, for ne?

MR. FENOG.I O  Section 2001. 420, 4-2-0,
Subpar agraph (a).

M5. ROGERS: Thank you.

M5. GREEN. Steve, this is Ml odye G een.
When you say -- you're allow ng one bingo gane up to
2500. Correct?

MR FENOGI O  Yes.

M5. GREEN. Ckay. Good. Al right.
Thank you.

MR. FENOG.IO It would give the -- you
know, the charity the opportunity to have a | arger gane.
They're still going to -- they still have the cap of
2500 for a single gane.

M5. GREEN. Right. Thank you. |

Under st and. Perfect.
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MR SMTH Al right. Thank you, Steve.

Al right. Any other comments or new
busi ness fromthe public or anybody el se?

(No response)

AGENDA | TEM NO. 11

MR SMTH Al right. W wll nove on to
setting the date for the next neeting.

Tom when is the next Conm ssion neeting?

MR. HANSON. So, ny understanding, it's on
Decenber 3rd.

MR. BIARD: And this is Bob. The next one
after that is going to be February 11th.

MR SMTH  Ckay. | think we have net our
statutory requirenents for neetings this year. | think
we're only supposed to have one a quarter. |Is that

correct?

M5. ROCERS: Yes.

MR SM TH  Anybody? Yeah. Ckay. |
t hi nk we have well net our quota. D d we want to have a
neeting in Decenber, or do we want to have one in
January?

M5. ROGERS: This is KimRogers. M vote
woul d be probably January.

MR SMTH  Ckay.

M5. ROGERS: That gives the Facebook group
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time to work and a few of

t he ot her ones.

MR. SM TH.  Ckay.

Anybody got a problem say, with January
the 18th or 19th, that week?

M5. ROGERS: |'m good.

MR. MARTIN. Well, the 18th is a holiday.

MR SMTH [Is it? Wat holiday is that?

MR. MARTIN:. That's Martin Luther King
Day.

MR SMTH Well, we can't have it then.
Say maybe the 19th or the 21st?

M5. ROGERS: | would like to go back to
Thur sdays, but that's just ne. Ki m Rogers.

MR SM TH:
w th that.

Ckay. |'ve got no problens

| s everybody okay with January 21st?

V.
VR.
VR,
VR.
V.

URI EGAS:
MARTI N:
DUNCAN:
MARTI N:
ROGERS:
Zoom neeti ng agai n?

MR SM TH:

M5. ROGERS:

MR SM TH:

Yes.
Yes.
Ckay here.

Sane ti ne?

Yes. Trace, are we saying a
Yeah. Yes.

Ckay.
Tom-- this is Trace -- do you
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foresee any tine soon actually having an in-person
meeti ng?

MR. HANSON. No, | don't expect that to
occur. W're seeing the national trends. W're | ooking
at the state trends. 1'Il defer to Bob, but | don't
believe there's any action right nowto set a date for a
face-to-face neeting.

MR SMTH  Ckay. Al right. Just naking
sure, sir. And are you and the Staff good for the 21st
at 10: 00 a. m ?

MR, HANSON: We can.

MR SMTH  Ckie dokie. Al right. The
next BAC neeting is January 21st at 10:00 a.m

AGENDA | TEM NO. 12

MR SMTH And it is, right now,

11:53 a.m, and we will adjourn the neeting. Thank

you-all. And if anyone has questions or concerns,

pl ease get with ne or Kimor anybody el se fromthe BAC.
(Meeting adjourned: 11:53 a.m)
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          1                     P R O C E E D I N G S



          2                  Tuesday, November 17, 2020



          3                         (10:00 a.m.)



          4                 MR. SMITH:  Good morning.  This is Trace.



          5   Can everyone hear me okay?



          6                 MS. ROGERS:  Yes, I can.  This is Kim



          7   Rogers.



          8                 MR. SMITH:  Good morning.  Kim.



          9                 MR. HARRIS:  Yes.  Corey Harris.  Sounds



         10   good.



         11                 MR. SMITH:  All right.  Good deal.  I'm on



         12   a new device here.  So, I was making sure.



         13                 MR. HANSON:  Sounds great, Trace.



         14                 MR. SMITH:  Good.  Thank you.  Good



         15   morning, Tom.



         16                       AGENDA ITEM NO. 1



         17                 MR. SMITH:  I guess we'll call the meeting



         18   to order at 10:00 a.m.



         19                    AGENDA ITEM NOS. 2 & 3



         20                 MR. SMITH:  And if we could get -- is Will



         21   on here, Will Martin?



         22                 (No response)



         23                 MR. HANSON:  Yes, he's on.



         24                 MR. SMITH:  He's on?  Okay.



         25                 Will, would you like to lead us in the
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          1   American Pledge?



          2                 And, if we could, just listen to Will, and



          3   we don't have to -- we don't have to actually say the



          4   deal out loud.  There's a lot of people talking today.



          5   When you get crosstalk, it's very hard for the Court



          6   Reporter and the recording to record it and transcribe



          7   everything.



          8                 So, if we could just get Will Martin to



          9   lead us in the American Pledge and the Texas Pledge, you



         10   can say it on your own.



         11                 Will, would you like to lead us?  You may



         12   have to unmute --



         13                 UNIDENTIFIED SPEAKER:  His mic is muted.



         14                 MR. MARTIN:  Can you hear me now?



         15                 MR. SMITH:  Yes, sir.



         16                 MR. MARTIN:  Okay.  Follow me, please.



         17                 (American Pledge and Texas Pledge recited)



         18                 MR. MARTIN:  Thank you.



         19                 MR. SMITH:  All right.  Thank you, sir.



         20                       AGENDA ITEM NO. 4



         21                 MR. SMITH:  And we'll go to roll call.



         22                 Kim Rogers.



         23                 MS. ROGERS:  Here.



         24                 MR. SMITH:  She is here.



         25                 MS. ROGERS:  Yes.
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          1                 MR. SMITH:  Will Martin is here.



          2                 Jason Pohl.



          3                 MR. POHL:  Here.



          4                 MR. SMITH:  Tommy Duncan.



          5                 MR. DUNCAN:  Here.



          6                 MR. SMITH:  Veronica Uriegas.



          7                 MS. URIEGAS:  Here.



          8                 MR. SMITH:  Melodye Green.



          9                 (No response)



         10                 MR. SMITH:  I think her mic is muted, but



         11   she has contacted me and said she is on.  Let's see.  I



         12   lost track here.



         13                 Emile, are you on?



         14                 MR. BOURGOYNE:  I'm here.



         15                 MR. SMITH:  All right.  Am I missing



         16   anybody there?  My list is --



         17                 MS. URIEGAS:  Corey Harris.



         18                 MS. ROGERS:  Our new member.



         19                 MR. SMITH:  Oh, right.  Corey Harris.



         20   That's right.



         21                 MR. HARRIS:  Yes, and I'm here.  Thank



         22   you.



         23                 MR. SMITH:  All right.  Welcome.  Welcome.



         24                 All right.  All right.  So, those of you



         25   that don't know, we did get Corey Harris approved for
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          1   our new member of the BAC.



          2                 Welcome, sir.  And, if you have any



          3   questions or any issues, please feel free to ask or



          4   speak out.  Sometimes we get bogged down in lingo that



          5   may not be completely known to everybody.  So, if you've



          6   got questions, please let us know.



          7                 MR. HARRIS:  I will, and I would just like



          8   to say I do want to extend my appreciation to every



          9   member of the committee.  I'm very excited, very honored



         10   to join this with you.  And, so, thank y'all for your



         11   consideration.  I look forward to working with every one



         12   of you.



         13                 MR. SMITH:  Excellent.



         14                 MR. HANSON:  Trace, if I may?



         15                 MR. SMITH:  Yes, sir.



         16                 MR. HANSON:  For the record, my name is



         17   Tom Hanson, Director of the Bingo Division.  I'm honored



         18   today to recognize and introduce a member of the



         19   Commission.  Commissioner Cindy Fields has graciously



         20   accepted the position of the designated Bingo



         21   Commissioner for the Texas Lottery Commission.  She has



         22   taken on that added responsibility and become actively



         23   engaged in bingo since her appointment, and I would hope



         24   that you would give her a moment to introduce herself



         25   and maybe speak to the group.
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          1                 MR. SMITH:  Absolutely.  Absolutely.



          2                 And we are such a -- we are so happy to



          3   have you actually on a meeting.  I think this is the



          4   first time that we've had a Commissioner at the BAC



          5   meeting and -- well, since before it was reconstituted a



          6   couple of years back.  So, thank you very much, and we



          7   appreciate your attention.



          8                 MS. FIELDS:  Well, thank y'all.  And I



          9   look forward to working with y'all, and I'm really



         10   excited to be working with Tom.  And this will be a



         11   learning experience for me.  So, excuse dumb questions,



         12   but I'm really excited to work with you-all.



         13                 MR. SMITH:  Well, we're certainly glad to



         14   have you, and in bingo there are no dumb questions, only



         15   dumb answers.



         16                 (Laughter)



         17                 MS. FIELDS:  (Indiscernible) know the



         18   difference.



         19                 MR. SMITH:  Well, that's okay.  We use a



         20   lot of terminology that people that are not exposed to



         21   the bingo industry don't -- you know, regular people, is



         22   what we call them, don't hear the terminology.  So, if



         23   we say something and you're not quite sure what it



         24   means, by all means, please let us know.  We'll be glad



         25   to help you understand that.

�



                                                                        10









          1                 MS. FIELDS:  Absolutely.  Thank you.



          2                 MR. SMITH:  Yes, ma'am.



          3                      AGENDA ITEM NO. 5



          4                 MR. SMITH:  All right.  Let's skip on down



          5   to the meeting minutes from September 22nd.



          6                 Kim, do you want to do that?



          7                 MS. ROGERS:  Yes, sir.  Thank you.  For



          8   the record, Kim Rogers.



          9                 And, Ms. Fields, may I say thank you so



         10   much for attending.  It really assists us greatly when



         11   we can have a Commissioner at our meetings.



         12                 In reference to the meeting minutes for



         13   September 22nd I went over them.  They all look good,



         14   everything.



         15                 Tom, I would like to say thank you for the



         16   new way that they are posting them.  I don't know if



         17   you're in charge of that or who is, but it was way



         18   easier to read.  So, if we could have a motion for those



         19   I would appreciate it.



         20                 MR. SMITH:  All right.  Does anybody got



         21   any question on the meeting minutes?



         22                 (No response)



         23                 MR. SMITH:  Any comment from the public on



         24   the meeting minutes?



         25                 (No response)
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          1                 MR. SMITH:  All right.  Well, I move for



          2   approval of the meeting minutes from --



          3                 MS. ROGERS:  I second.



          4                 MR. SMITH:  Okay.  All right.  We got a



          5   second from Kim.



          6                 All in favor?



          7                 (Those in favor of the motion so



          8                 responded)



          9                 MR. SMITH:  All right.  Any opposed?



         10                 (No response)



         11                 MR. SMITH:  All right.  Excellent.



         12                       AGENDA ITEM NO. 6



         13                 MR. SMITH:  Okay.  We will move on to Item



         14   No. 6, Report on Texas Lottery Commissioners Meeting on



         15   October 1st, 2020.  I was in attendance for that.  That



         16   was a short report.



         17                 We basically thanked for the Commission



         18   for approving the rule review and the rule suggestions



         19   that we worked so diligently on together, the



         20   Commission.



         21                 (Background noise)



         22                 MR. SMITH:  Pardon?



         23                 (No response)



         24                 MR. SMITH:  Oh, the Commission worked



         25   together on that.  Tom really came out over and above.

�



                                                                        12









          1   The Staff really helped on that.



          2                 I think everybody -- I don't know of



          3   anybody that was opposed to any of the rules.  We were



          4   very pleased with that.  The Commissioners didn't ask me



          5   any questions that were pertaining to that.  So, they



          6   passed with flying colors.



          7                 Any questions on that?



          8                 MR. VANCE:  Trace?



          9                 MR. SMITH:  Yes?



         10                 MR. VANCE:  Sure.  Trace, this is Tyler



         11   Vance, Assistant General Counsel with the Lottery



         12   Commission.  I just want to bring up the electronic gift



         13   card rule --



         14                 MR. SMITH:  Okay.



         15                 MR. VANCE:  -- that we withdrew at the



         16   last minute.



         17                 MR. SMITH:  Yeah.



         18                 MR. VANCE:  We got a comment from the



         19   Kickapoo Tribe of Texas that was concerned that the card



         20   could be used almost like a card is used in a



         21   sweepstakes eight-liner room that, you know, you would



         22   load credits on it and it could be inserted into some



         23   kind of electronic device or that it could be awarded by



         24   a hall in the form of credits.  And, so, I have drafted



         25   a proposed new version of that rule, and I can go ahead
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          1   and read it to you guys.  And if you guys approve of it



          2   or if you would like something different, then it's --



          3   you let me know, and we can get this ball moving and



          4   contact the Kickapoo folks and see what they think about



          5   it and then maybe try to get this thing proposed



          6   sometime in the near future.



          7                 MR. SMITH:  Okay.  Can I interrupt here



          8   for a second?  I think somebody needs to mute their



          9   microphone.  I'm getting a lot of background noise.  It



         10   sounds like somebody is in their car or something.



         11   There we go.  Thank you.



         12                 I know we're all struggling to get where



         13   we're supposed to be (laughter) during COVID.  It's



         14   tough on these meetings, but I appreciate your kindness.



         15                 So, do you want to -- Tyler, would you



         16   like to read that rule now under this agenda item, or do



         17   you want to bring that up under the new business?  It's



         18   up to you.  I don't mind, if nobody has any objections.



         19                 MR. VANCE:  I think -- sure.  I think I'll



         20   just go ahead and do it now, since I've already given my



         21   spiel.



         22                 MR. SMITH:  Okay.



         23                 MR. VANCE:  So, the rule is in 402.503.



         24   It says:  Electronic gift certificates.  A licensed



         25   authorized organization may issue a bingo gift
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          1   certificate electronically on a gift card subject to the



          2   same restrictions and requirements as paper gift



          3   certificates.  An electronic gift card may not be used



          4   in conjunction with an electronic device other than a



          5   licensed authorized organization's point of sale system.



          6   A licensed authorized organization may not issue or



          7   award a bingo gift certificate electronically in the



          8   form of credits on an electronic device.



          9                 And, so, I think that -- you know, I hope



         10   that solves most of the Kickapoos' concerns.  But, of



         11   course, you know, if you guys want something different,



         12   by all means, you're leading this operation.  And we'll



         13   pass on, you know, whatever you would like.



         14                 MR. SMITH:  Okay.  When will you be



         15   sending that out for review?



         16                 MR. VANCE:  Well, I can send this out to



         17   the BAC.  I mean, I can e-mail it to you guys right now,



         18   or do you mean to the Kickapoo or what?



         19                 MR. SMITH:  I think the bingo industry



         20   would probably like to look at that and contemplate a



         21   little bit on it before we agree to send it back over to



         22   them.



         23                 MR. VANCE:  Okay.



         24                 MR. SMITH:  The credit-based system is



         25   pretty tricky in my mind.  Just in the past, I know that
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          1   we've had some issues with -- I know some groups have



          2   had -- tried to get a credit-based system and some have



          3   been against it.  I'd like to -- personally, I'd like to



          4   look at it for a couple of days before I just agree to



          5   throw it out there.



          6                 I mean, that's -- does anybody else got an



          7   objection to that?



          8                 MR. MARTIN:  No.



          9                 MR. SMITH:  Okay.  And we may have a



         10   member of the public that may want to speak on this, as



         11   well.



         12                 If Steve Fenoglio is in attendance, would



         13   you like to comment on this, Steve?



         14                 (Brief pause)



         15                 MR. FENOGLIO:  Can you hear me now?



         16                 MR. SMITH:  Yes, sir.



         17                 MR. FENOGLIO:  I'd like to see the



         18   specific language, yes, before we would go and try to



         19   visit with the tribe.



         20                 MR. SMITH:  Okay.  I agree with that.



         21                 MR. VANCE:  Okay.  Well, then, I'm going



         22   to pass it on to Tom.  And, then, I assume he'll forward



         23   it on to everyone at BAC.  And, then, you guys can



         24   distribute it whomever you would like after that.  And,



         25   then, we'll revisit it, it sounds like, probably the
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          1   next BAC meeting.



          2                 MR. SMITH:  Excellent.  Excellent.  Thank



          3   you.  Thank you.  We do appreciate that, and we do



          4   appreciate your work on that.



          5                 And so everybody knows -- I don't know if



          6   everybody is aware of this and Tyler hinted at this



          7   earlier -- that rule was strongly objected by the



          8   Kickapoo Tribe, who does not hold a bingo license in the



          9   State of Texas, and they do not -- they don't contribute



         10   to charitable bingo in the State of Texas.  However, we



         11   do like to work with our friends and people in the state



         12   and in the industry to try to make sure everybody is



         13   happy and work together.  So, that's -- if anybody has



         14   got any questions going, hey, why are they in on this,



         15   that's why.  We're trying to extend the olive branch and



         16   make everybody happy.



         17                 So, moving on -- anything else on that,



         18   Tyler?



         19                 MR. HANSON:  Trace, if I may?



         20                 MR. SMITH:  Yes, sir.



         21                 MR. HANSON:  And, Tyler, correct me if I'm



         22   wrong, but my understanding is that the rules went into



         23   effect on October 22nd of 2020.



         24                 MR. VANCE:  That's correct.  With the



         25   exception -- this rule, of course, did not.  This rule
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          1   was withdrawn at the last --



          2                 MR. SMITH:  Right.



          3                 MR. VANCE:  -- before it was adopted, but



          4   all the other rules were effective October 22nd.



          5                 MR. SMITH:  Yes.  Excellent.  Okay.



          6                 All right.  Anything else?  Any public



          7   comment on this at all?



          8                 MR. MARTIN:  My only concern was that this



          9   is talking about electronic equipment.  Card minders are



         10   not going to be construed as -- in that one set there.



         11   Is it?



         12                 MR. SMITH:  No, sir.



         13                 MR. MARTIN:  Okay.



         14                 MR. SMITH:  And that was Will Martin for



         15   the record.  Is that correct?



         16                 MR. MARTIN:  Yes.



         17                 MR. SMITH:  Okay.  All right.  Yeah, if



         18   you will state your name for the record so the Court



         19   Reporter recording can get who's who.



         20                 MR. MARTIN:  All right.  Thank you.



         21                 MR. SMITH:  Thank you, sir.



         22                       AGENDA ITEM NO. 7



         23                 MR. SMITH:  All right.  Let's go to No. 7,



         24   discussion and possible action on rules up for review



         25   and change.  All right.

�



                                                                        18









          1                 Melodye Green, you had some -- or, excuse



          2   me, before I go there, Tom, do you have anything besides



          3   the rule that Tyler just talked about that's upcoming?



          4                 MR. HANSON:  No, sir.



          5                 MR. SMITH:  Okay.



          6                 All right.  Melodye, I think you had



          7   some -- you had some ideas about temps on demand and a



          8   couple of other possible items that we may be able to



          9   work on by rule change.



         10                 (Brief pause)



         11                 MR. SMITH:  Melodye, are you there?



         12                 (No response)



         13                 MR. SMITH:  I think her mic may be muted.



         14                 (Brief pause)



         15                 MR. SMITH:  Yeah, she's definitely muted.



         16   Is there any way we can unmute her, or does she have to



         17   do that?



         18                 UNIDENTIFIED SPEAKER:  The host may have



         19   an option to unmute one of the attendees.



         20                 (Brief pause)



         21                 MR. BIARD:  Do we know what her phone



         22   number is?



         23                 MR. SMITH:  Hang on.  Let me see here.



         24                 MR. BIARD:  I don't see her name.



         25                 MR. SMITH:  Yeah, I've got her phone
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          1   number.  Hang on just a second.



          2                 MR. BIARD:  Is it going to be 214 --



          3                 MR. SMITH:  Just one second.  I'm looking.



          4                 MR. BIARD:  That's okay.  Sorry.



          5   (Laughter)



          6                 MR. SMITH:  No, you're fine.  You're fine.



          7                 MR. DUNCAN:  It's 214-662-2646.



          8                 MR. BIARD:  I have sent an ask to unmute.



          9   Oops.  I think she might --



         10                 MS. GREEN:  Hello.



         11                 (Simultaneous discussion)



         12                 MR. SMITH:  Hello, Melodye.



         13                 (Laughter)



         14                 MS. GREEN:  This is Melodye Green.



         15                 MR. SMITH:  They won't silence you, will



         16   they, Melodye?



         17                 MS. GREEN:  Well, they tried.  They tried.



         18   So --



         19                 (Laughter)



         20                 MS. GREEN:  Anyway -- yeah.  But one of



         21   the things -- I sent an e-mail out before the meeting.



         22   One of the big problems that I saw during the COVID



         23   shutdown and I've heard from different lessors and



         24   different charities around the state is the cap on the



         25   capital reserves of 50,000 per charity.  In a hall that
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          1   maybe has five or six charities, that's a large capital



          2   reserve.



          3                 In a hall -- I have actually three or four



          4   halls that only have two charities, and they did apply



          5   before.  Two of them applied back when Alfonso was there



          6   to raise that reserve, and they were denied.  Just, I



          7   think, everybody was denied when they asked for an



          8   increase in that.



          9                 But, during the COVID shutdown, it became



         10   pretty desperate in a hall with two charities, and



         11   you're looking at maybe, you know, 50- $60,000 in your



         12   bank account and you were having to go three or four



         13   months without any income.  And the extensive reopening



         14   was great.  It cost us a lot of money.



         15                 So, what several people have asked me and



         16   what I would like to ask the Lottery Commission -- well,



         17   Tom, is that maybe we could raise that to 75,000 instead



         18   of 50,000.  I know it's a -- I spoke to Kim earlier, and



         19   she said it was a statutory rule.  But the cap can be



         20   raised by Tom and the Lottery Commission to 75,000.  So,



         21   that was just one of thing that people were asking me.



         22                 And the temporaries on demand, I believe



         23   that we all agreed to that, and we're just waiting for



         24   the -- I don't know if you've got the form online yet,



         25   Tom?
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          1                 MR. HANSON:  We do not, Melodye.  I



          2   believe we're still in the process of that.



          3                 MS. GREEN:  Right.  So, that's the



          4   only other -- that's one of the other questions we had.



          5   But the reserve capital could be a big problem.  You can



          6   have one or two charities and another shutdown like



          7   this, you know, I hope the vaccine works, but we still



          8   have people that have not come back.  They're afraid,



          9   and we just had a hall test positive.  I had three



         10   workers test positive.  We had to close their hall for a



         11   while.



         12                 So -- and, then, I -- you know, when I



         13   looked up different IRS, you know -- well, that's a



         14   different -- that's a different one.  Anyway, that was



         15   just one of the suggestions people had, asked me to --



         16   wanted me to bring up in the meeting.



         17                 MS. KIPLIN:  Mr. Chairman, this is Kim



         18   Kiplin.  May I comment on that, or would you prefer that



         19   I wait?



         20                 MR. SMITH:  No, absolutely.  Go right



         21   ahead, Kim.



         22                 MS. KIPLIN:  I did speak with Melodye



         23   Green earlier about that, and just to put this out



         24   there.  It's in the statute, and I'm going to put this



         25   statute reference out, it's Section 2001.451 in the
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          1   Bingo Enabling Act and, in particular, it's



          2   Subsection (h).  And what it does allow is the



          3   Commission may -- by rule may establish a higher amount



          4   than the 50,000 or the Bingo Operations Director on



          5   request may raise it for one organization or unit as



          6   necessary to facilitate the operation of the



          7   organization or unit.



          8                 And I think -- when I spoke with Melodye,



          9   I think the -- her thought, not to put words in your



         10   head or mouth, is that rather than doing it on a



         11   piecemeal approach, just allow the organizations by rule



         12   to have an increased cap.  And, then, you know, they



         13   don't have to actually maintain 75,000 but at least



         14   gives them the opportunity to do so without having to



         15   make a request on a piecemeal basis.



         16                 MS. GREEN:  That's exactly right.  This is



         17   Melodye Green.



         18                 MR. SMITH:  Tom -- and I may be putting



         19   you on the spot a little bit here.  You may not have



         20   this information handy, and that's okay.  Are there a



         21   lot of charitable organizations that have the maximum in



         22   their account?  Is that a standard practice statewide,



         23   or is that kind of sporadic?



         24                 MR. HANSON:  I do not have the answer to



         25   that question at this point.
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          1                 MR. SMITH:  Okay.



          2                 MR. HANSON:  And I can tell you I have not



          3   received a large number of requests for an increase to



          4   the capital.



          5                 MR. SMITH:  Okay.



          6                 MR. HANSON:  But I have received some, and



          7   they are being reviewed and -- or they have already been



          8   approved or, in some cases, a very few denied.



          9                 MR. SMITH:  Gotcha.  Okay.  What -- and



         10   I'm completely ignorant on this process because we're a



         11   smaller hall, and we do don't get anywhere near that.



         12   What kind of are the determining factors that you use?



         13   Is there a guideline that you have, or is it just a



         14   case-by-case basis that you use to determine whether to



         15   give somebody an option to go higher?



         16                 MR. HANSON:  So, when I look at that, I'm



         17   looking at prior quarter activities.  I'm looking at



         18   what the maximum is for that particular location because



         19   what we're seeing in some cases the amount of the



         20   capital is very small.  So, they're asking for an



         21   expansion of that.



         22                 I haven't had many that have that maximum



         23   50,000 per organization that have requested an increase.



         24   It's usually the ones that have an 8- or 9,000 or 10,000



         25   limit, and they're asking for an increase.
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          1                 MR. SMITH:  Okay.  So, it's not just



          2   people trying to get the $50,000 cap.  It's also people



          3   trying to get it above their personal cap.  Is that



          4   correct?



          5                 MR. HANSON:  That's correct, sir.



          6                 MR. SMITH:  Okay.  Okay.  All right.



          7                 MR. FENOGLIO:  This is Steve Fenoglio.



          8   I've got a question for Tom, if I may?



          9                 MR. HANSON:  Yes, sir?



         10                 MR. FENOGLIO:  Tom, how long does it



         11   typically take you and your Staff to make a decision on



         12   a capital request?  Is it a week, 10 days, two weeks?



         13                 MR. HANSON:  Yeah.  It varies depending on



         14   when they come in and how they're routed.  I'm thinking



         15   7 to 10 days.  On the ones I've received I had a



         16   duplicate one come in in which no decision was made



         17   because it was an exact duplicate of one previously



         18   submitted.  So, one was approved.  The other was denied.



         19                 But 7 to 10 days is reasonable.  I would



         20   say, if someone has submitted one, and they don't



         21   receive a response in 10 days, please reach out again.



         22                 MR. SMITH:  Okay.



         23                 MR. FENOGLIO:  Thank you.



         24                 MR. SMITH:  Tom, let me, if I may, ask



         25   another question -- and this is not the grill Tom
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          1   session.  I promise you.  I just -- I don't know.  So,



          2   I'm asking.  (Laughter)  When organizations typically



          3   ask for an extension on the cap, what are some of the



          4   reasons that you approve it?



          5                 MR. HANSON:  Most likely it has to do with



          6   the charitable distributions that have occurred for that



          7   organization in prior quarters.  The gross income or --



          8   whatever the reasoning is that's placed on the document



          9   itself and in most cases what we're seeing it's directly



         10   related to COVID-19.



         11                 MR. SMITH:  Gotcha.



         12                 MR. HANSON:  Is that fair?



         13                 MR. SMITH:  I would think so.  I mean,



         14   if -- as long as the charities are -- in my opinion and



         15   my opinion only, I would think if the charity is getting



         16   some distribution and they want to raise their capital,



         17   I don't see why we should tell them, no, they can't.



         18   But that's just my opinion only, but there's a lot more



         19   factors in that that I'm sure that I will never know or



         20   probably never need to know.  (Laughter)



         21                 But okay.  All right.  Good deal.  All



         22   right.  So, we're still on No. 7.  Is there any other



         23   public comment about possible action on rules up for



         24   review and change?



         25                 (No response)
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          1                 MR. SMITH:  I don't think there's anything



          2   we need to approve right now.  I think this is all in



          3   the process.  I don't think we need to vote on anything.



          4   Does anybody disagree with that?



          5                 (No response)



          6                 MR. SMITH:  No?



          7                 MR. FENOGLIO:  This is Fenoglio.  I



          8   couldn't tell from Kim if she was asking for a specific



          9   rule change or if she was -- well, I couldn't tell.



         10                 Kim, can you weigh in?



         11                 MS. KIPLIN:  This is Kim Kiplin here, and



         12   here's my thoughts on it.  If there is a need to exceed



         13   the $50,000 cap, it seems to me that it would be better



         14   to do it in a uniform fashion and just increase it as



         15   Melodye Green has suggested rather than making



         16   individual requests and, then, you know, obviously,



         17   having a delay.  And it may be a reasonable delay, but



         18   it's still a delay.



         19                 So, that's my thought on it, is just to



         20   take it up to the -- more of a policy level uniformly.



         21   That doesn't mean that organizations have to maintain,



         22   you know, a 75,000, but it gives them the ability to do



         23   so without having to make a request and, then, waiting



         24   for the discretion of the Bingo Director whether to



         25   approve or deny.
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          1                 MR. MARTIN:  This is Will Martin, and I



          2   agree 100 percent with Kim.



          3                 MS. ROGERS:  This is Kim Rogers.  I also



          4   agree we Kim Kiplin.  Across the board seems to be a lot



          5   more out there for everyone.  We have big halls.  And --



          6   but if we wouldn't have had our reserve, we probably



          7   wouldn't have made it through COVID, you know, and it's



          8   taught us all something new.  So ...



          9                 MR. FENOGLIO:  So, this is Fenoglio



         10   following up, Kim.  So, what I hear you saying is a



         11   request for the BAC and Staff to work together to draft



         12   a rule under Subparagraph (h)(2)(A), Capital (A), to



         13   draft a new rule?



         14                 MS. KIPLIN:  Kim Kiplin here.  Yes, I



         15   think so.  I don't think it would be that -- you know,



         16   that complex or that tedious.  There's -- if I recall,



         17   there's already a rule in existence.  So, it's just a



         18   matter of changing that.  And, if not, then, just having



         19   a rule, it makes that very clear.



         20                 MR. SMITH:  Okay.  So, you're formally



         21   asking the BAC to support this.  Is that correct?



         22                 MS. KIPLIN:  Yes, sir.  That's correct.



         23                 MR. SMITH:  Okay.  That's what I was



         24   trying to get -- good.  All right.



         25                 MS. KIPLIN:  Sorry for my lack of clarity
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          1   on that.  (Laughter)



          2                 MR. SMITH:  No, you're fine.  I just --



          3   sometimes you have to be really blunt with me.  It's



          4   tough for me to read between the lines.  I can read body



          5   language and eyes and all that in person.  But these



          6   meetings, they're really hard to discern, you know,



          7   what's the real feel of the meeting sometimes.  So, no,



          8   no problem at all.



          9                 So, does someone want to make a motion on



         10   the BAC that we raise the cap to a certain -- more than



         11   50,000 in a more uniform fashion?



         12                 MR. MARTIN:  This is Will Martin.  I make



         13   that motion.



         14                 MR. POHL:  Jason Pohl.  I second.



         15                 MR. SMITH:  Okay.  Hang on.  I hadn't



         16   gotten there -- oh, yeah.  Okay.  Will.  Jason.



         17                 All right.  We have a motion on the floor



         18   to raise -- for the BAC to recommend to the Commission



         19   Staff to raise the cap from 50- to maybe 75,000 in a



         20   more uniform fashion.  All in favor?



         21                 (Those in favor of the motion so



         22                 responded)



         23                 MR. SMITH:  Any opposed?  Any opposed?



         24                 (No response)



         25                 MR. SMITH:  All right.  Okay.  So, Tom --

�



                                                                        29









          1                 MR. HANSON:  If I may?



          2                 MR. SMITH:  Yes, I was -- yes, sir.  Go



          3   right ahead.



          4                 MR. HANSON:  All right.  Thank you for



          5   that.  I will work with Tyler and the BAC and industry



          6   folks, and we'll look at that rule and see what changes



          7   we can make, what would be recommended --



          8                 MR. SMITH:  Okay.



          9                 MR. HANSON:  -- and bring that before you



         10   during the next two months but to present at the BAC



         11   meeting, the next one held.



         12                 MR. SMITH:  All right.  So, since we have



         13   asked them to do that, I would feel remiss if we didn't



         14   actually get a committee together to -- for Tom to be



         15   able to -- Tom and the Staff to be able to contact to



         16   talk about this.



         17                 Is there anybody on the BAC that would



         18   like to take lead on that?



         19                 MS. GREEN:  Yeah, I will.  This is Melodye



         20   Green.  Am I unmuted again?



         21                 MR. SMITH:  Yes, you are.



         22                 MS. GREEN:  Okay.  (Laughter)  Because



         23   while Kim was speaking, I was muted.  And it's like Kim



         24   Rogers said, during the shutdown, it would have been



         25   very scary.  And we -- you know, a lot of us did not
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          1   have that tall cap going into March and April,



          2   especially the smaller halls.  It really affects the



          3   smaller halls with only one or two charities.



          4                 MR. SMITH:  Gotcha.  All right.  Well,



          5   thank you for taking that on, Melodye.  And is there



          6   anybody you would like to have help you, Melodye?



          7                 (No response)



          8                 MR. SMITH:  I think it would probably be a



          9   good idea to --



         10                 (Simultaneous discussion)



         11                 MS. GREEN:  Kim?



         12                 MR. SMITH:  -- to include Kim Kiplin and



         13   Steve Fenoglio in on that maybe would help.



         14                 MS. GREEN:  Yes.



         15                 MS. KIPLIN:  Mr. Chairman, this is Kim



         16   Kiplin.  I'm happy to help however I can be of



         17   assistance.



         18                 MR. SMITH:  Excellent.



         19                 MS. GREEN:  Perfect.



         20                 MR. SMITH:  All right.  Good deal.



         21                 So, are you set, Melodye?  Do you have the



         22   tools you need?



         23                 MS. GREEN:  With Kim and Steve, yes.



         24                 MR. SMITH:  Okay.  All right.



         25                 Tom, are you good with that, working with
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          1   those three?



          2                 (Laughter)



          3                 MR. HANSON:  Absolutely.  Thank you.



          4                 (Laughter)



          5                 MR. SMITH:  And if you need backup, Tom,



          6   let me know.  I'll be glad to help you.



          7                 MR. HANSON:  I appreciate that.  Thank



          8   you, sir.



          9                 (Laughter)



         10                 MR. SMITH:  You're welcome.  All right.



         11                 Okay.  Let's -- anything else on rule



         12   review and change from public comment or from BAC



         13   members?



         14                 MS. GREEN:  One -- this is Melodye Green.



         15   There's one rule that several people have approached me



         16   with, again, and these are just not my comments.  These



         17   are comments from other people around the state.  I have



         18   (indiscernible) and people in Killeen and San Antonio.



         19   I don't know if this is appropriate for the BAC or --



         20   and I see Fenoglio has seen this problem before, but the



         21   question of paying rent during a shutdown, I don't know



         22   if we should revisit the definition of what rent needs



         23   to be or a reasonable business expense.



         24                 I went back on the IRS Website and



         25   allBusiness Website, and every reasonable business
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          1   expense to stay open included rent.  So, this is a very



          2   odd time.



          3                 The rent at one of my places is over



          4   $30,000 a month.  And you have three months of shutdown,



          5   and you're out.  So, am I making this clear on what I'm



          6   asking?



          7                 MR. VANCE:  Yeah, this is Tyler Vance.



          8   So, I was going to bring this issue up at a later point,



          9   but I guess this is as good a spot as any.



         10                 The issue is that the Bingo Enabling Act



         11   says that a rent cannot be more than $600 per occasion.



         12   So, rent is defined as a function of occasions.  It's



         13   not on a monthly basis.  It's not on an annual basis.



         14   It's on a per-occasion basis.



         15                 So, if you don't have any occasions, there



         16   can't be any rent charged, at least it can't come out



         17   of -- it's not a reasonable and allowable bingo expense.



         18   So, an organization cannot use bingo funds to pay for



         19   rent unless there are occasions.  You know, if you could



         20   work something out with the charity privately, that



         21   money isn't coming out of bingo expenses, that's fine.



         22                 But from our perspective the BEA is very



         23   clear that an organization cannot pay rent except for



         24   occasions that are actually held.  And, to that extent,



         25   also, rent is also retrospective.  So, I can't pay
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          1   December rent because I don't know how many occasions



          2   there are going to be.



          3                 And I know that, after the fact, you know,



          4   that can be adjusted.  I can pay $10,000 right now.



          5   And, then, if I have fewer than $10,000 worth of



          6   occasions, you know, we can work it out and give a



          7   refund or whatever.  But at the end of the day the rent



          8   charge cannot be more than $600 per occasion.



          9                 And, so, when you guys were shut down for



         10   months and there were no occasions, there can be no



         11   rent, and we're seeing that.  The cases are rolling in,



         12   and I was hoping to hear from Steve and Kim and whoever



         13   else.  I mean, this is going to be a big issue for



         14   everybody involved, but our position is the BEA is very



         15   clear that rent is a function of occasions --



         16                 MR. SMITH:  So --



         17                 MR. VANCE:  -- not time or anything else.



         18                 MR. SMITH:  So, Tyler -- and this may



         19   be -- I don't know how the legalities would work on



         20   this, but I thought I picked up on something.  You can



         21   still make charitable distributions without having a



         22   session.  Is that correct?



         23                 MR. VANCE:  You would actually -- you



         24   would have to.  If you have over $50,000 in your bingo



         25   account --

�



                                                                        34









          1                 MR. SMITH:  Right.



          2                 MR. VANCE:  -- then, you have to make



          3   charitable distributions.



          4                 MR. SMITH:  So --



          5                 MR. VANCE:  And so --



          6                 MR. SMITH:  -- let's just say for



          7   scenario's sake hypothetically that a charity has less



          8   than 50,000 in the account, and --



          9                 MR. VANCE:  Okay.



         10                 MR. SMITH:  -- they had to pay rent on



         11   their building, could they then make a distribution from



         12   their bingo account to their general account and then



         13   from their general account pay their rent on their



         14   building?



         15                 MR. VANCE:  No, because you can only --



         16   the bingo -- money in the bingo account can only be used



         17   for allowable and reasonable expenses.  And, then,



         18   whatever is left goes into charitable distributions.



         19   And, so, you can't transfer money from a bingo account



         20   to a general account.  You can do the opposite.  You can



         21   transfer general to the bingo account, but money that's



         22   generated from bingo can only be used on distributions



         23   and allowable expenses, including rent.



         24                 MR. SMITH:  Right.  I would -- okay.



         25   Steve Fenoglio, do you want to -- do you have any
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          1   comment on this, Steve?



          2                 MR. FENOGLIO:  Yes.  And Tyler and I have



          3   not talked, nor have I talked with Tom, about this



          4   issue.  But it seems to me there's a huge -- if that's



          5   the Staff's position, there's a huge conflict in what



          6   the Commission is stating in Section 2001.458 and -59,



          7   which talk in terms of stated rental.  So, if a charity



          8   lease says, we pay to the lessor 6,000 a month -- I'm



          9   just making it up -- for bingo, then that's the stated



         10   rental, and I don't believe the Commission can violate a



         11   contract, a valid contract between a lessor and a



         12   charity.



         13                 Arguably, the Commission could take that



         14   as a contested case and see what SOAH would say, the



         15   State Office of Administrative Hearings and, then,



         16   ultimately appeal that to a district court.  And, if a



         17   judge makes a decision on interpreting a contract, then



         18   I think that would settle the matter.  But if you



         19   have -- and I do have clients that have contracts where



         20   they're obligated to pay a certain monthly rent, and



         21   that's for the conduct of bingo, the session may not be



         22   able to be conducted.



         23                 And, by the way, there are leases that



         24   have a force majeure clause.  It's a fancy -- force



         25   majeure is a fancy name that basically says, beyond your
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          1   control.  So, there may be situations where a lease -- a



          2   tenant, a charity, perhaps, doesn't have to pay rent



          3   because of a force majeure clause.



          4                 It says, if, you know, a government



          5   lockdown occurs and your obligation to pay rent or the



          6   stated rent is either eliminated or reduced.  But,



          7   again, if you have a valid contract between two parties



          8   that says, we pay 6,000 a month minimum rent to a



          9   lessor, I don't believe the agency can violate -- cause



         10   the charity to violate that contract.



         11                 MS. ROGERS:  This is Kim Rogers.  May I



         12   make a comment on that?



         13                 MR. SMITH:  Absolutely.



         14                 MS. ROGERS:  Speaking from personal



         15   experience, and it was -- I don't if it was 2008 or



         16   2012, we -- our leases stated licensed sessions.  And



         17   that came down in the audit.  We went through an audit,



         18   and we had closed -- had to close one day due to a pipe



         19   breaking in the hall, and bingo was not able to be held.



         20   And it came down to our lease, exactly what Steve is



         21   speaking about.  But since the lease reads, licensed



         22   session, that is what the auditor accepted and went



         23   through.



         24                 (Simultaneous discussion)



         25                 MR. VANCE:  Yeah -- sorry.  Go ahead,
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          1   Melodye.



          2                 MS. GREEN:  Yeah, I was just going to ask



          3   Kim that -- Kim Rogers, on the audit you had licensed



          4   sessions, even though the -- even though the session was



          5   not conducted.  You still -- they said it was okay for



          6   you to pay rent because it was a licensed time, even



          7   though it was not conducted.  Is that correct, Kim?



          8                 MS. ROGERS:  Yes, because the leases are



          9   done on January 1st.  We have no idea what's going to



         10   happen, you know, in July or anything of that nature.



         11   So, it's license -- that the charity is licensed time to



         12   play there, and that's -- the auditor went back to our



         13   lease.



         14                 MS. GREEN:  Okay.



         15                 MS. ROGERS:  Yes.



         16                 MS. GREEN:  Thank you.



         17                 MR. SMITH:  Tyler, it sounds like that we



         18   probably all need to get together on this issue.  It



         19   seems like y'all have got a -- y'all are -- I feel like



         20   y'all's feet are being held to the fire a little bit



         21   here, and we've got charities that are trying to



         22   maintain their bingo operations.  And are -- they've



         23   kind of got their hands tied, as well.  Maybe we need to



         24   get together and try to work something out on this and



         25   try to come to a -- some sort of an agreement or some
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          1   sort of a rule change or something to where -- even



          2   maybe a statutory change that we can make it amenable



          3   for both parties.  Does that sound good to you?



          4                 MR. VANCE:  Yeah.  But, you know, the



          5   thing is we've got these -- we've got cases in front of



          6   us right now that we've -- you know, we've got to move



          7   on it.  We certainly want y'all's input, but we need to



          8   resolve these cases.  I mean, I think this needs a



          9   statutory change.  And, I mean, that's not going to



         10   happen for the next 10 months at least.



         11                 MR. SMITH:  Right.  What can we do to



         12   help?  If you had -- in you're perfect world, what could



         13   we do to help you?



         14                 MR. VANCE:  You know, I -- I'm completely



         15   open to being persuaded otherwise.  I mean, Steve can



         16   lay out his argument.  I think that the stated rental



         17   expenses, I think the problem with that is the act,



         18   again, defines rent as being no more than $600 per



         19   occasion.  I think you could have -- you know, the



         20   organization itself as a charity, not a bingo licensee,



         21   but as a charity, an independent organization, can enter



         22   a lease for whatever it wants.  And that's enforceable



         23   between a lessor and the lessee.  But it's -- from our



         24   perspective the money in the bingo account can only be



         25   spent on stated rental expenses, which are limited to
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          1   $600 per occasion.



          2                 And I -- you know, I would love to be



          3   persuaded otherwise because this is going to be a huge



          4   issue.  So, I mean, if you guys -- Kim, Steve,



          5   whoever -- send me whatever your best arguments are.



          6   And I think we should all certainly get together and



          7   talk about this because I understand this is a huge



          8   issue, but every time I've looked at it I kind of come



          9   to the same conclusions.



         10                 MR. SMITH:  Okay.



         11                 All right.  Steve, Kim, do y'all want to



         12   get with Tyler on that, or do you need us to do



         13   something formally?  Or --



         14                 MS. ROGERS:  I would be happy to offer any



         15   assistance I can.  Steve is way more knowledgeable than



         16   I, but yes.



         17                 MR. SMITH:  Okay.



         18                 MR. BIARD:  Hey, this is Bob Biard,



         19   General Counsel --



         20                 MR. SMITH:  Hi, Bob.  How are you, sir?



         21                 MR. BIARD:  I would love to hear Steve



         22   Fenoglio, if he has an explanation right now, tell us



         23   what the meaning and the purpose of a $600 limit on a



         24   bingo session is in the statute.



         25                 MR. FENOGLIO:  This is Fenoglio, and I'll
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          1   be happy to.  I grant -- there's that clause, but



          2   there's also the clause that I cited that talks about



          3   stated rental.  And stated rental, that phrase, is not



          4   defined in the statute.  And there's a long line of



          5   cases, Bob, that says the agency cannot interpret a



          6   contract.



          7                 And if you have a valid -- I don't know



          8   what cases y'all have in front of you.  But if you have



          9   a valid contract that says a charity must pay -- or a



         10   contract says, we pay 600 a session and at a minimum



         11   $3,000 a month, I don't know of any authority the agency



         12   has to violate that contract.  I know of no case that



         13   says that an agency, a state agency, can interpret and



         14   violate a contract, a valid contract.  And, so, that's



         15   where I come down on --



         16                 MR. BIARD:  Yeah, I'm not saying that the



         17   agency is interpreting a contract.  I mean, you can have



         18   a contract that says you pay a million dollars a month



         19   in rent, but that has a cap of $600.  And I think you're



         20   stuck with having to -- having to decide what that means



         21   and is that surplusage, and is there really a conflict



         22   between those two provisions you're citing.  But this is



         23   all to be discussed later.  I just wanted to hear what



         24   you had to say.



         25                 MR. FENOGLIO:  And I would suggest that a
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          1   million dollar rent is not a valid contract.  That was



          2   one of my premises.  So, yes, I think we should sit



          3   down.



          4                 MS. GREEN:  This is Melodye Green.  Can I



          5   make one more comment to Bob?



          6                 MR. SMITH:  Sure.  Absolutely.



          7                 MS. GREEN:  Thank you.



          8                 Bob, yeah, what I've been hearing from



          9   people around Texas is the fact that when we were closed



         10   down, it was very serious.  Some of the -- I mean, we



         11   had to get a loan -- me, personally, or we would not be



         12   open today.  I don't have $90,000 to pay the rent, but I



         13   do not believe that what Steve nor I or anybody is



         14   trying to say is to pay more than $600 session of rent.



         15   That's not it.  It's to pay a minimal amount of rent we



         16   have to do -- for a reasonable business to stay open,



         17   pay to a landlord, somebody else -- I mean, I don't own



         18   the building -- to keep the doors open.



         19                 We're not trying to raise the $600 per



         20   session limit.  We're just trying to do a $600 session



         21   or this minimal amount, which is due to the landlord to



         22   keep our doors open during a lockdown.  Does that make



         23   sense?



         24                 MR. BIARD:  Thanks, Melodye.  Yeah, I



         25   understand.  It's a very thorny problem, but it needs to
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          1   be worked on for sure.



          2                 MR. SMITH:  I agree.



          3                 (Simultaneous discussion)



          4                 MR. VANCE:  Steve, this is Tyler.  I have



          5   a hypothetical.  What if the contract stated that rent



          6   was $800 per occasion?



          7                 MR. FENOGLIO:  I think that exceeds the



          8   statutory provision, and I would say that that would not



          9   be valid.  But, here, let's look at the facts.  The



         10   facts are the government has ordered a shutdown of bingo



         11   activity.  We have a statutory scheme that the whole



         12   point of which is to allow charities to conduct bingo to



         13   raise funds for the charities' activities.



         14                 We have a -- again, my facts, are a valid



         15   lease that doesn't charge a million dollars a month but



         16   is consistent within the regulatory and statutory



         17   scheme.  Money does not grow on trees, and landlords are



         18   within their constitutional and statutory right to say



         19   we have a minimum fee charge for rent.  What the agency



         20   is doing -- and, again, I don't know the facts in the



         21   cases that Tyler or Tom have cited.  But if you have a



         22   situation where a charity has a valid lease that doesn't



         23   offend the intent of the statute, the effect of what the



         24   agency is doing is to put that charity out of business



         25   because the landlord is going to say, if you don't pay,
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          1   you're gone.



          2                 That's not meeting the intent of the



          3   statutory scheme.  So, you know, this is not a situation



          4   where a landlord is trying to get around the rules.



          5   This is a situation where the parties in a valid



          6   contract have established certain rent payment



          7   parameters.



          8                 And, so, I just think it's almost silly to



          9   say that the agency is going to take the position --



         10   again, a valid lease -- that you're out of business.



         11                 MR. SMITH:  Gotcha.



         12                 MR. FENOGLIO:  I mean, that would be the



         13   effect.  I mean, landlords in my experience have been



         14   reasonable, the ones that I've dealt with for both



         15   charity clients and totally unrelated to bingo.  But at



         16   some point the bills have to be paid.  Property tax has



         17   to be paid.  If they have a mortgage, it has to be paid.



         18                 So, at some point, landlords are going to



         19   say, I like the fact that the tenant's here, but I have



         20   bills to pay.  And, so --



         21                 MR. SMITH:  Sure.  Well, I definitely --



         22   this is Trace.  I definitely think we would probably



         23   need to sit down and maybe construct some language where



         24   it kind of takes the handcuffs off of both sides on



         25   this.
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          1                 Can -- Tyler, do you want -- or, Bob, do



          2   you want to get with Steve, and do y'all want to try to



          3   work that out and maybe include me on that because I'm



          4   interested in this, maybe outside the BAC meeting?  And,



          5   then, next time we have a BAC meeting report back and



          6   kind of give us an update on where we're at on that?



          7                 MR. BIARD:  Yeah, this is Bob.  That



          8   sounds great.  I'll -- Tyler is my go-to person on



          9   bingo.  So, I'll probably let Tyler take the lead, but I



         10   will definitely stay involved.



         11                 (Simultaneous discussion)



         12                 MR. SMITH:  All right.  Good deal.



         13                 Is that all right with you, Tyler?



         14                 MR. VANCE:  That's fine.



         15                 MR. SMITH:  Excellent.  Thank you, sir.



         16                 Steve, is that okay with you?



         17                 MR. FENOGLIO:  Yes.



         18                 MR. SMITH:  Excellent.  All right.  Any



         19   other --



         20                 MS. URIEGAS:  This is Veronica.  I have a



         21   question.



         22                 MR. SMITH:  Hey, Veronica.  Yes, ma'am.



         23                 MS. URIEGAS:  So, just a little bit of



         24   clarification.  I think you had mentioned something and



         25   I just didn't understand the whole thing.  You had
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          1   mentioned something about if the charity could give a



          2   charitable distribution to the general fund and the



          3   general fund could they pay the rent.  I didn't



          4   understand that.



          5                 MR. SMITH:  That was an uneducated



          6   question on my part, and I believe it was Tyler that



          7   explained it a little better that you couldn't do that.



          8                 MS. URIEGAS:  And why?



          9                 MR. VANCE:  So, because money that's



         10   earned from the conduct of bingo can only be spent on



         11   certain things.  It can't be transferred into your



         12   general account.  Your general account money can be



         13   transferred into the bingo account, but money that's



         14   earned from the conduct of bingo can only be spent on



         15   expenses that are related to the conduct of bingo and/or



         16   charitable distributions.



         17                 MS. URIEGAS:  But it is a charitable



         18   distribution if you're giving it to your -- from your



         19   bingo account -- because we actually -- I still have --



         20   I don't have the unit accounting.  So, if they were --



         21   for example, if one charity was to give it to its



         22   general account, could they -- it's a reasonable



         23   expense, could they not do it from their general



         24   account?



         25                 MR. VANCE:  No, if the -- the expense --
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          1   so, if you make a charitable distribution, it has to be



          2   spent on the charitable purposes of the charity.  So, I



          3   mean, if theoretically -- I guess, if the charity's



          4   purpose was to pay rent, you know, but that's not the



          5   case.



          6                 (Simultaneous discussion)



          7                 MS. URIEGAS:  Well, but a charitable



          8   distribution can be paid for a reasonable expense, which



          9   would be like payroll or building facilities and that



         10   kind of thing.  Does that --



         11                 (Simultaneous discussion)



         12                 MR. VANCE:  Well, that's an expense from



         13   the bingo account.  So, you have your bingo account, and



         14   you can have up to --



         15                 (Simultaneous discussion)



         16                 MS. URIEGAS:  Excuse me.  I'm sorry.  But



         17   if you're putting that money into your general account,



         18   your general -- your organization can do it to pay rent



         19   on its building or its personnel.  Is that -- I mean,



         20   could that not be part of it?



         21                 MR. VANCE:  The -- you can't transfer



         22   bingo money into the general account.  If the



         23   organization outside of bingo wants to --



         24                 MS. URIEGAS:  I'm sorry.  Yes, you can



         25   because that -- from a bingo account to a general
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          1   account, that's a charitable distribution.



          2                 MR. VANCE:  But that's different.  A



          3   charitable distribution can only be made for the



          4   purposes of the charity.  So, if it's Toys for Tots, you



          5   make the charitable distribution, then you have to later



          6   be able to verify that that money was, indeed, spent on



          7   toys for children, not the rent for the Toys for Tot



          8   office in downtown Austin.



          9                 MR. SMITH:  If I may -- Tyler, if I may?



         10   I think where she's going with that is most of the



         11   charities have in their charitable purpose to cover



         12   expenses, office expenses, payroll expenses, and that



         13   sort of stuff as part of their charitable purpose.  And



         14   I think where some of the confusion is is on the bingo



         15   application it's going to be a little different than the



         16   actual general purpose of the charity.  Is that where



         17   the disparity is?



         18                 MR. VANCE:  Yeah, I think so.  I mean,



         19   we're talking about rent for -- for the bingo -- rent



         20   for bingo, not rent for the charity organization's main



         21   office --



         22                 MR. SMITH:  Gotcha.



         23                 MR. VANCE:  -- or something.  You know,



         24   the organization's charter document almost certainly



         25   doesn't state that conducting bingo is part of its
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          1   nonprofit purpose.



          2                 MR. SMITH:  Gotcha.



          3                 MS. URIEGAS:  Okay.



          4                 MR. VANCE:  So, charitable distributions



          5   can't be spent on the conduct of bingo.  That's a



          6   separate type of expense.



          7                 MR. SMITH:  Gotcha.



          8                 MS. URIEGAS:  Okay.



          9                 MR. SMITH:  Does that answer your



         10   question, Veronica?



         11                 MS. URIEGAS:  Yes, it does.



         12                 MR. SMITH:  Okay.



         13                 MS. GREEN:  This is -- yeah, this is



         14   Melodye.  I have another question for Tyler.  Can you



         15   hear me?



         16                 MR. SMITH:  Yes.



         17                 MR. VANCE:  Yes, ma'am.



         18                 MS. GREEN:  Okay.  You just said if I give



         19   a distribution to Toys for Tots or I give a distribution



         20   to Duncanville Food Pantry, if I give them -- if my



         21   charity gives Duncanville Food Pantry $500, is it my



         22   responsibility now to prove that they spent that on food



         23   and not spent it on electricity for their building?



         24                 MR. VANCE:  No, you're responsible --



         25                 (Simultaneous discussion)
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          1                 MS. GREEN:  -- Toys for Tots.



          2                 MR. VANCE:  No, you're --



          3                 MS. GREEN:  (Indiscernible)



          4                 MR. VANCE:  Yeah, no, I don't think you



          5   have to go behind that curtain.  You just have to be



          6   able to prove that your organization has as its purpose,



          7   you know, feeding poor children and you, then, provide



          8   us with a check that you gave it to an organization that



          9   provides food for poor children.  I don't believe -- I



         10   mean, I'd like have to look at it or talk to the



         11   auditors, but I don't believe that you're required to



         12   then also prove that the organization you gave it to,



         13   indeed, spent it on feeding poor children.



         14                 I think it's kind of -- you know, we don't



         15   have to verify it all the way down the line.  We just



         16   need enough evidence to show that, you know, you used



         17   that money in accordance with your nonprofit purpose by



         18   giving it to another organization that uses it for that



         19   or similar purposes.



         20                 MS. GREEN:  Okay.



         21                 MR. SMITH:  Gotcha.



         22                 MS. GREEN:  That would be impossible.



         23                 MR. SMITH:  Okay.  All right.  We need to



         24   move this --



         25                 (Simultaneous discussion)
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          1                 MR. HARRIS:  May I ask one more question



          2   on this point?  This is Corey Harris.



          3                 MR. SMITH:  Absolutely, Corey.



          4                 MR. HARRIS:  As far as when charities are



          5   disbursing funds from their accounts for charitable



          6   purposes, in the memo lines where they denote what those



          7   funds are to be used for -- and as I've been following



          8   along this conversation -- I think we can all agree that



          9   as long as you specify a specific action for those



         10   funds -- i.e., toys for children or a scholarship,



         11   whatever the case may be -- if you put in that memo line



         12   "general donation," now have you lost control of what



         13   happens to those funds at that point and are you liable



         14   for what happens to them after that?  You put in there



         15   "general donation," and (indiscernible) go to that



         16   foundation to see as they -- use as they see fit, is



         17   that given entity on the hook at that point?



         18                 MS. URIEGAS:  Can I make a comment on



         19   this?



         20                 MR. SMITH:  Sure.



         21                 MS. URIEGAS:  This is Veronica.  So, like,



         22   for example, in some of my audits just one particular



         23   charity -- I'll just take one for an example -- from



         24   their bingo account to their general account they give,



         25   say, $3,000 a quarter.  So, when they get audited,
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          1   they're only going to ask -- the Lottery can only ask



          2   for $3,000 worth of receipts to see where $3,000 went



          3   for whether it was for feeding the homeless -- let's say



          4   all $3,000 went to feed the homeless, but say they're



          5   getting income from other places, that money can be



          6   spent wherever the organization sees fit, as well.



          7                 So, I mean, you're going to get probably



          8   $10,000 and probably 5,000 is going to go to feed the



          9   charities or maybe 1,000.  So, you don't have -- when



         10   the Lottery does the audit, you only have to show



         11   receipts of the 3,000 that was disbursed to the charity



         12   from the bingo account.  Does that make sense?



         13                 MR. HARRIS:  Yeah.  Thank you.  And that's



         14   my understanding of it, as well, is that once you have



         15   dedicated those funds, it then relies on the charity who



         16   is receiving to do the right thing with the money.  Once



         17   you have made a note of what that money is for, whether



         18   it be for a specific cause, like a scholarship or



         19   something like that or if it's just for a general



         20   purpose, for them to disburse at their legal discretion.



         21   And, so, I think we're all on the same page.  I just



         22   wanted to verify that.  Thank you.



         23                 MR. SMITH:  Yes.  Yes.  Okay.  Guys, we're



         24   getting a little long in the tooth here, and there's



         25   some bigger items that we need to discuss here in just a
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          1   few minutes.



          2                       AGENDA ITEM NO. 8



          3                 MR. SMITH:  So, we're going to move on to



          4   Item No. 8 and discussion and possible action on



          5   recommendations for BAC nominations.



          6                 Tom, do we still have one seat open, is my



          7   understanding?



          8                 MR. HANSON:  I would have to defer to Bob



          9   and Tyler on that.  I'm not absolutely sure, sir.



         10                 MR. SMITH:  Oh, okay.



         11                 MS. ROGERS:  I believe the statute says



         12   nine, and -- this is Kim Rogers --



         13                 MR. SMITH:  Right.



         14                 MS. ROGERS:  -- and I believe Corey made



         15   nine, if I'm not mistaken.  I could be wrong, but I will



         16   look.  No, Corey makes nine, and that is what the



         17   statute is.  I believe -- I want to say that this was



         18   left on from the last meeting.



         19                 MR. SMITH:  Okay.  All right.



         20                 MS. ROGERS:  So, we do not have any seats



         21   to fill at this time.



         22                 MR. SMITH:  Okay.  Excellent.



         23                 MS. ROGERS:  Bob, let me know if I'm



         24   wrong.



         25                 MR. BIARD:  No, I think you're exactly
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          1   right.



          2                 MS. ROGERS:  Thank you.



          3                 MR. SMITH:  All right.  Well, good deal.



          4                       AGENDA ITEM NO. 9



          5                 MR. SMITH:  Okay.  Moving on to No. 9, old



          6   business.  Anybody got anything on old business?



          7                 (No response)



          8                 MR. SMITH:  Public comment on old



          9   business?



         10                 MS. ROGERS:  Trace, I had one thing that I



         11   would like to ask in reference to something that we



         12   brought up at one of our prior meetings.



         13                 MR. SMITH:  Okay.



         14                 MS. ROGERS:  This is Kim Rogers, again.  I



         15   just brought up having paperless -- I know this is kind



         16   of not as -- we'll just be quick on this because I know



         17   it's not as extreme as other things that we have at this



         18   time.  We're trying to get paperless going for quarterly



         19   reports or something of that nature.



         20                 Tom, I had sent you an e-mail.  I was just



         21   wondering who, on Staff, I could work with to see if we



         22   could make this happen.  I went back and did -- you



         23   know, the Staff spends quite a bit of money on stamps



         24   and copies.  And we all get these big, beautiful



         25   packages, if we can do something for that.  Did you have
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          1   a chance to look?



          2                 MR. HANSON:  So, for the record, Tom



          3   Hanson, Director of the Bingo Division.  So, what we've



          4   done is we've looked at what -- some automatic triggers



          5   that are in place.  And if you submit your application



          6   via BSP, there was supposed to be a -- kind of a flag



          7   that stopped the actual printed copy from going out.



          8                 So, we're working with IR to get that in



          9   place a little more timely, but at this point it's



         10   supposed to stop at some point.  I don't know exactly



         11   the number of days, but for the -- for what we've seen



         12   is that the package is going out in some cases three or



         13   four days after the completed application is submitted



         14   via BSP.  So, we're trying to shorten that period.



         15                 But, yes, we would like folks to use BSP.



         16   We would like to not be sending out huge packets, but



         17   we're still working on it.



         18                 MS. ROGERS:  Okay.  What I was looking at



         19   was more of the quarterly reports.  I file everything



         20   online, everything, but I still get in the mail large



         21   like quarterly report packets.



         22                 That's more where I was looking for.  I



         23   know licensing can be a little more difficult.  But if



         24   you have anything that I can assist or help do with



         25   that, please let me know.
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          1                 MR. HANSON:  I will do that.  And, yeah, I



          2   was talking about licensing, but I see it as the same



          3   issue with the quarterly reports.



          4                 MS. ROGERS:  Okay, sir.  Thank you.



          5   That's all I had.



          6                 MR. SMITH:  All right.  Good job, Kim.



          7   Thank you, ma'am.



          8                 All right.  Any public comment on old



          9   business?



         10                 (No response)



         11                      AGENDA ITEM NO. 10



         12                 MR. SMITH:  All right.  Moving on.



         13   No. 10, new business.  I would like to start out on



         14   No. 10, and we've talked with this -- amongst ourselves,



         15   I'm sure.  And we've talked with Staff a little bit



         16   about this, but I think we need to formally tackle the



         17   Facebook gaming and the Internet pull-tabs issue that we



         18   have going on in Texas.



         19                 I know that several people have caught



         20   their employees doing the Facebook gaming or Facebook



         21   bingo, Facebook horse race, hosting these Facebook



         22   parties.  I know Tom -- I've talked with him, and he's



         23   actively taking all submissions that he gets.  But I



         24   think we need to try to get the actual Commissioners



         25   involved in this and on board to help us tackle this.
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          1                 I don't think this is an isolated



          2   incident.  I think this is statewide.  I think it's also



          3   multistate or -- so, a multijurisdictional issue,



          4   especially on the east part of Texas where the state



          5   line with Arkansas, Louisiana, and Oklahoma is.



          6   (Laughter)



          7                 So, I want to open up the floor a little



          8   bit and kind of talk with everyone about this and Tom



          9   and Tyler and Bob, as well, to see what we can do to



         10   recommend that some more effort and some more help be



         11   given to the Staff and Enforcement to go after these



         12   illegal gamers that are -- they're stealing from the



         13   charities' distribution.  And it's not small.  It is



         14   huge.



         15                 They have no rules that they have to abide



         16   by.  They run 24 hours a day, 7 days a week.  They run



         17   it through a Cash App based system.  It's -- basically,



         18   it's free for all.



         19                 So, I'm going to direct this pretty much



         20   towards the Staff at the moment in the beginning to kind



         21   of see y'all's thoughts and processes.  And, then, I



         22   think we should all talk about this together and try to



         23   come up with a recommendation to give to the



         24   Commissioners.



         25                 So, Tom, I'll let you lead off on this.  I
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          1   know you've had firsthand experience on this.  So, if



          2   you'd like to take the floor, it's all yours.



          3                 MR. HANSON:  Well, I appreciate that.  For



          4   the record Tom Hanson.  We have looked at a bunch of



          5   these.  If we can identify and verify that it involves



          6   an employee, who is on the worker registry, that



          7   documentation can be used to move forward with the



          8   removal of that person.  If the Enforcement Division



          9   during the investigation can prove that they conducted



         10   those activities, they can move forward for a



         11   prosecution under the statute for unlawful bingo.



         12                 What we're finding is that these folks are



         13   using a private environment in which we have a hard time



         14   getting into those in an undercover attempt.  We do



         15   reach out to Facebook when we notice these things and



         16   report them as being violations of the Facebook rules



         17   and regs.  But, as you stated, there are a number of



         18   these.  We've been taking a lot of calls.  We've taken a



         19   fair number of complaints, and those are being



         20   investigated as best that we can do right now.



         21                 One suggestion that came up recently was



         22   to post a special message on the Website and use our --



         23   that format as a way to advise folks.  We've sent out



         24   information that can be forwarded to local law



         25   enforcement entities as far as what the violation is.
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          1   That's kind of where we are right now.



          2                 Tyler, would you have any additional



          3   information?



          4                 (No response)



          5                 MR. SMITH:  Did Tyler drop off the



          6   meeting?



          7                 MR. VANCE:  Hey, no, sorry.  I was muted.



          8   Yeah.  Sure.  I think it's important in these



          9   conversations to realize that, you know, state agencies



         10   are restricted in their activities by their statute, and



         11   it's important to remember that the Lottery Commission



         12   can only regulate legal bingo.  Illegal bingo is a



         13   crime, and crimes are regulated by district attorneys



         14   and police officers.



         15                 And, so, you know, like Tom said, if



         16   somebody with a license that's been issued by us is



         17   involved in this, then we can take action against that



         18   license.  But that's not going to prohibit them from



         19   continuing illegal conduct.  You know, I mean, if



         20   they're -- it just prohibits them from legal conduct.



         21   And we'll certainly do that, and we'll certainly pass on



         22   any information we can to local law enforcement.  But



         23   this is a criminal issue.



         24                 So, I just hope everyone -- I just want to



         25   set everyone's expectations that, you know, that -- that
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          1   we can only take action against licenses and



          2   registrations.  And what this is is organized criminal



          3   activity, and that's -- we don't have jurisdiction over



          4   that.



          5                 MR. BIARD:  And this is Bob.  I'll just



          6   add another jurisdictional point is that, you know, the



          7   Internet does not respect state boundaries.  So, I think



          8   there's a real question whether bingo conducted on the



          9   Internet takes place in Texas or Oklahoma or China or



         10   anywhere.  You know, it's difficult.  We can't enforce



         11   any of our authority outside boundaries of the State of



         12   Texas.



         13                 MR. SMITH:  Well, let me just interject



         14   this:  If this was not happening in the bingo halls, we



         15   wouldn't know about it, but it's rampant in the bingo



         16   halls.  And we're coming to you asking for help.  It's



         17   easy to say that, ah, we don't have jurisdiction over



         18   this and jurisdiction over that, but we're asking you



         19   for help.



         20                 We need help.  This is taking money



         21   directly out of the charities' distributions.  We're



         22   asking for help.  We need you to be proactive.  We need



         23   you to work with us and be a crusader for charitable



         24   bingo because that's what we're here doing.  So, please,



         25   we've got to work together and figure out a way to
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          1   actively go after these people.



          2                 MR. BIARD:  I hear you, and we're happy to



          3   do that.



          4                 MR. SMITH:  What tools do you need to do



          5   that?  What tools can we offer you to work together to



          6   collaborate and bring this to a stop?  I think without



          7   the bingo halls' crowd, if we can get them out of the



          8   bingo halls, I think it withers off and dies or at least



          9   it goes away over time because they're crowd sourcing



         10   the bingo crowd is what they're doing.



         11                 MR. MARTIN:  This is Will Martin for the



         12   record.  And we had an incident here in Victoria about a



         13   week or a week and a half ago where I happened to be on



         14   Facebook and was just surfing down through there, and I



         15   noticed that someone had put on Facebook that they were



         16   going to have Boot Scootin' Bingo live on Facebook on a



         17   certain day and you could call and buy your bingo card



         18   for $50.



         19                 It turns out it was the American Business



         20   Women's Association trying to raise money for



         21   scholarships, and I called lady up.  And I talked to



         22   her, and I asked her -- I said:  How do you look in



         23   orange?  And she said:  What do you mean?  And I said:



         24   Well, if you're conducting bingo without a license, it's



         25   a third-degree felony in the State of Texas.
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          1                 And, so, immediately she dropped it and



          2   wanted to go to just having a reverse raffle online.



          3   And I said:  The State of Texas does not allow online



          4   gaming.  So, they did it.



          5                 And I'd like to see the Lottery Commission



          6   make some type of a poster that all of us in the BAC and



          7   other people in bingo can periodically put on Facebook



          8   stating that, if you have any kind of bingo or event



          9   tabs or anything like that, it's a third-degree felony.



         10   And maybe it won't stop it all, but maybe it will slow



         11   down some of it.



         12                 MR. BIARD:  Good idea.



         13                 MR. HANSON:  And if I may?



         14                 MR. SMITH:  Yes, sir.  Absolutely.



         15                 MR. HANSON:  For the record Tom Hanson.



         16   Will and I have had that discussion, and that's where I



         17   referenced earlier the posting of a special message



         18   that's inclusive of a discussion of activities, such as



         19   the pull-tab sales, the online bingo.  That's a plan



         20   we're going to put in place and get that special message



         21   out there.



         22                 MR. SMITH:  Excellent.  Excellent.  Thank



         23   you.  And what we -- my fear is is that sometimes this



         24   online gaming, this Facebook gaming, is -- whatever you



         25   want to call it -- with them not having to abide by the
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          1   rules that legal charitable bingo abides by.  Sometimes



          2   the grass is greener on the other side.  And, if this



          3   continues, charities are going to -- that are teetering



          4   on positive net proceeds, when you take 30 people out of



          5   a hall and they're spending their money on Facebook and



          6   Internet gaming, what happens is that charity gets into



          7   negative net proceeds really quick.  I don't need to



          8   tell you what happens when you can't make positive net



          9   proceeds.



         10                 This is a huge, huge issue, and I know the



         11   industry sees it as a huge issue and a serious one.  And



         12   I'm hoping we can come up with a better plan of action



         13   than a poster.  And, so, I'm looking for ideas.



         14                 I don't know enough about electronics.  I



         15   can barely send an e-mail, and half the time my e-mails



         16   don't go through.  So, I am a technological idiot in



         17   that regard.



         18                 Maybe somebody with -- that's more tech



         19   savvy can come up with an idea.  Maybe there's a bot



         20   that could be created and sent out through the Lottery



         21   Commission.  I'm sure -- y'all have got computer wizards



         22   there, I'm sure, but to search for these illegal gamers



         23   and --



         24                 MS. ROGERS:  Excuse me, Trace, I have a



         25   question probably for Tom or Tyler or Bob.  And I --

�



                                                                        63









          1   like you, I'm not IT Department.  But why is it not as



          2   simple as, if it's happening in Texas on Facebook and



          3   that's illegal, can the Lottery or our Staff, which is



          4   who governs bingo, send Facebook something that -- where



          5   it has a cease and desist in Texas --



          6                 (Simultaneous discussion)



          7                 MR. VANCE:  So, this is Tyler.



          8                 MS. ROGERS:  Yes, sir?



          9                 MR. VANCE:  So, we do have -- we've been



         10   communicating with Facebook.  We send them letters



         11   letting them know.  But we -- again, our authority is to



         12   regulate legal bingo.  We don't have any authority over



         13   illegal bingo.



         14                 Illegal bingo is gambling, and gambling is



         15   a crime.  And police departments and district attorneys



         16   and the Attorney General's Office have jurisdiction over



         17   crimes.  So, we certainly provide that information to



         18   Facebook.  But if Facebook tells us to take a hike, we



         19   like gambling, there's nothing we can do about it.



         20                 The Attorney General could.  They could go



         21   after them.  A police department, if they knew that it



         22   was happening within their jurisdiction, they could go



         23   after them.  But we can only go after people with



         24   licenses and registrations --



         25                 MR. SMITH:  Okay.
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          1                 MR. VANCE:  -- and Facebook doesn't have a



          2   license.  So, there's -- we're very limited in what we



          3   can do.



          4                 MR. BIARD:  And we can work with local



          5   jurisdictions.  And Tom knows from his many years of



          6   experience at the Commission is that we do work with



          7   local jurisdictions on a variety of criminal issues, but



          8   they're not ours to prosecute.



          9                 MR. SMITH:  Right.  So, let me just throw



         10   this out there, and this is Trace.  I'm spitballing



         11   here, but I'm going to assume somewhere in the State of



         12   Texas there is a bingo session being played legally in a



         13   bingo hall that this online Facebook bingo is going on.



         14   Okay?  If it's going on, and it's going on during a



         15   legal bingo session, that makes it your jurisdiction.



         16   Right?



         17                 MR. VANCE:  Correct.  Yeah, those people



         18   would have a license.  So, the organization would be in



         19   trouble.  Any of the workers involved in it would be



         20   trouble, and it would be an unauthorized bingo occasion.



         21   And, so, those people -- yeah, we can go after those



         22   people and revoke all their licenses --



         23                 (Simultaneous discussion)



         24                 MR. SMITH:  No, that's --



         25                 MR. VANCE:  But we would have to --
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          1                 MR. SMITH:  That's not what I'm saying.



          2   What I'm saying is there's a legal bingo game going on,



          3   okay, legal, in a bingo hall.



          4                 MR. VANCE:  Right.



          5                 MR. SMITH:  And on Facebook somebody



          6   somewhere in the State of Texas is doing an illegal



          7   bingo, and that's going on during a bingo session.



          8   That -- doesn't that make it kind of in y'all's court?



          9                 MR. VANCE:  I don't understand.  If --



         10                 MR. SMITH:  I mean, does it have to be



         11   occurring at the hall for you to have jurisdiction over



         12   it?



         13                 MR. VANCE:  But we only have jurisdiction



         14   over licenses and registrations.  So, somebody involved



         15   in the bingo -- in the illegal and the gambling



         16   activity -- if somebody involved in the gambling



         17   activity has a bingo license, we can discipline that



         18   license for that activity.



         19                 MS. URIEGAS:  I'm sorry.  This is



         20   Veronica.  So, I have a question:  So, if it's an



         21   illegal session with somebody that does not have a



         22   license, you guys can't do anything about it.  Is that



         23   what you're saying?



         24                 MR. VANCE:  Correct.  If we get



         25   information, we get a complaint about it, we do.  We
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          1   contact the relevant party.  So, if it's on Facebook, we



          2   contact Facebook, hey, these guys are committing a crime



          3   by conducting illegal bingo.  Or if it's in a --



          4   historically, it's been, you know, at a bar in some



          5   small town, and, then, we send a letter to the sheriff



          6   and the local police department saying, hey, we've got



          7   reports of illegal bingo in your area.



          8                 MS. URIEGAS:  So, many, many years ago I



          9   had a licensed organization close down session, and we



         10   had a new charity take a recession.  The Lottery



         11   Commission came in and said my charity was running



         12   illegal gambling from the -- this was the Lottery back



         13   in the day, and they came in to tell me I was illegal.



         14   And I said:  Absolutely not.  There's my license on the



         15   wall.



         16                 Well, what had happened is they had



         17   changed licenses, and somebody didn't tell somebody in



         18   the back office that it was legal.  So, that was fine.



         19   But, still, I had the Lottery come in and try to close



         20   me down at that time.  So, I think you're -- maybe



         21   there's something we need to look into because they can



         22   come in if it's illegal.



         23                 MR. VANCE:  It sounds to me in that



         24   situation, I mean, somebody had a lessor's license.



         25   Right?  So --
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          1                 MS. URIEGAS:  No, it was a conductor's



          2   license.



          3                 MR. VANCE:  Okay.



          4                 MS. URIEGAS:  But, regardless, the Lottery



          5   did come in to try to stop the session because they



          6   didn't realize that -- you know, it was just



          7   miscommunication on the back end.  So, the Lottery came



          8   in to try to stop it.  So, yes, they can go in to do



          9   something about it.



         10                 MR. SMITH:  Well, I think maybe that was a



         11   particular instance.  I don't know.  I (indiscernible) a



         12   lot of details on that.  We may not understand,



         13   Veronica.



         14                 If I may pose this question, Bob, Tyler,



         15   you keep saying that AG might want to do something about



         16   it.  In the past I know that -- but particularly with



         17   eight-liners and illegal gaming, that sort of stuff, I



         18   think -- now, don't hold me to this, but I'm thinking



         19   that the Lottery Commission has requested AG's opinions



         20   and has worked with the AG's Office trying to help the



         21   eight-liner problem with the eight-liners in the bingo



         22   halls and the illegal eight-liners that are not in the



         23   bingo halls.  Would this be something that the



         24   Commission and the Staff maybe could, you know, request



         25   the AG's Office to take action on this to help out the

�



                                                                        68









          1   legitimate charities?



          2                 MR. VANCE:  Well, I'm going to defer -- I



          3   think that would be a governmental affairs type



          4   situation.



          5                 MR. BIARD:  No, I just need to think



          6   about -- I mean, if -- I'm certainly happy to have a



          7   conversation with the AG's Office.  I mean, I can't -- I



          8   don't know.  I don't know the answer to that right off



          9   the top of my head, Trace.



         10                 MR. SMITH:  Okay.  I mean, that's fine.



         11   That's something to think about, anyway.  I mean, that



         12   may be --



         13                 (Simultaneous discussion)



         14                 MR. BIARD:  It sounds like you maybe need



         15   like a subcommittee or a small group of -- to just, you



         16   know, brainstorm on this issue.



         17                 MR. HARRIS:  Trace, this is Corey Harris.



         18   May I interject?



         19                 MR. SMITH:  Yeah.



         20                 And just so you know, Bob, you took the



         21   words right out of my mouth because that was exactly



         22   what I was fixing to do.  (Laughter)



         23                 MR. BIARD:  Right.



         24                 MR. SMITH:  But, yeah, go ahead, Corey.



         25                 MR. HARRIS:  Well, as I understand it --
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          1   and don't have to apologize.  I am certainly playing a



          2   bit of catch-up.  But as I understand it one of the



          3   goals of this Commission is to certainly discourage the



          4   administration and the participation of illegal bingo.



          5   Am I correct in making that assessment?



          6                 MR. VANCE:  Yeah, that's not -- our



          7   purpose is to ensure that bingo is conducted fairly and



          8   that the proceeds are spent on charitable purposes --



          9                 (Simultaneous discussion)



         10                 MR. HARRIS:  But let me ask you this --



         11                 MR. VANCE:  -- is not to prohibit illegal



         12   gambling.



         13                 MR. HARRIS:  I understand.  What kind of



         14   information does the committee put forth to the public



         15   informing them of what constitutes illegal gambling?  As



         16   I look through the Texas Lottery Commission's Website



         17   and, more specifically, the Charitable Bingo Division,



         18   there's several tabs where you can find different



         19   information.  One of them is Play Bingo, and it explains



         20   some of the rules about who is allowed to play and so



         21   forth.



         22                 But I don't see any real no-nos on here



         23   about what is acceptable and what is not acceptable.



         24   And, for the most part, I feel that the average consumer



         25   violates things purely out of ignorance, not out of

�



                                                                        70









          1   nefarious.



          2                 One of the things we had success with --



          3   I'm a member of the Freemasons Fraternity in Texas.  I'm



          4   a trustee of the (indiscernible) of Texas, and we had a



          5   lot of issues with smaller lodges doing illegal raffles.



          6   They were raffling off things or engaging in some other



          7   kinds of things that just weren't on the up and up, and



          8   it was purely out of ignorance.  Their intentions were



          9   good, but that doesn't mean anything when you're



         10   violating the law.



         11                 So, to combat that we had some members of



         12   our jurisprudence committee put forth some very nicely



         13   done media or videos explaining exactly what the laws



         14   are and how that apply to the community.  And we got



         15   some tremendous feedback from a lot of the lodges across



         16   Texas because it made so much more sense to them.  It



         17   really explained what they could and what they could not



         18   do.



         19                 If we educate more consumers, they would



         20   be less likely to participate in these elicit bingo



         21   activities.  Thank you.  That's all I have, Trace.



         22                 MR. SMITH:  All right.  Thank you, sir.



         23   Appreciate that.



         24                 So, I would like to get a subcommittee



         25   together on Facebook gaming and illegal pull-tabs.
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          1                 MS. URIEGAS:  Trace, I'll join that



          2   committee.  This is Veronica.



          3                 MR. SMITH:  All righty, Veronica.



          4                 I was going to see if maybe somebody



          5   wanted to head that committee.



          6                 (No response)



          7                 MR. SMITH:  Anybody?



          8                 MR. FENOGLIO:  This is Fenoglio.  I'll be



          9   happy to serve and/or head the committee --



         10                 MR. SMITH:  All righty.  Let's -- if



         11   there's no objections, we'll let Steve Fenoglio head the



         12   committee.



         13                 MR. BOURGOYNE:  Trace, this is Emile.  I'd



         14   like (indiscernible).



         15                 MR. SMITH:  All right.  All right.



         16   Fenoglio, we'll put you as the head of that committee.



         17                 And, Veronica, we'll put you on there.



         18                 Emile --



         19                 MS. ROGERS:  This is Kim Rogers.  As a



         20   public member, Frances Rogers would also like to be on



         21   that.



         22                 MR. SMITH:  Frances?



         23                 MS. ROGERS:  Yes.



         24                 MR. MARTIN:  This is Will Martin.  This is



         25   Will Martin.  Put me on there.
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          1                 MR. SMITH:  Okay.  All right.  And is



          2   there -- Tommy?



          3                 MR. DUNCAN:  Put Tommy on there, too.



          4                 MR. SMITH:  Okay.  I was going to say, we



          5   probably need to get at least somebody that deals in



          6   pull-tabs pretty heavy.  (Laughter)



          7                 MS. ROGERS:  Excuse me.  This is Kim



          8   Rogers.  Was the last person Tommy Duncan?



          9                 MR. SMITH:  Yes.  Yes, it was.



         10                 MS. ROGERS:  Okay.



         11                 MR. DUNCAN:  Trace --



         12                 MR. POHL:  This is Jason Pohl --



         13                 MR. DUNCAN:  -- we went to the Lottery



         14   with this back in January, and I understand Tyler's



         15   explanation.  So, you know, I think our only -- you



         16   know, if you have an organized crime unit -- or we're



         17   going to have to pressure the AG's Office because just



         18   doing some simple math here in Houston on one of these



         19   rooms, whoever is running the room -- the guy, the gal,



         20   or whatever -- they probably already knock down about a



         21   half a million dollars already in profit.



         22                 MR. SMITH:  That could be going to the



         23   charities.



         24                 MR. DUNCAN:  One person.



         25                 MR. SMITH:  Yeah.  Yeah.  Yeah.  Well,
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          1   okay.  All right.  Well, we've got our subcommittee, and



          2   maybe we need to get somebody from the Staff maybe to be



          3   on this committee, as well, or do you -- Tom, do you



          4   want just the committee to get with your Staff?  Or how



          5   do you want to do that on your end?  Because we want



          6   your help.



          7                 MR. HANSON:  I would hope that Tyler and I



          8   could join this committee and have these discussions and



          9   formulate a plan that's within what our jurisdiction is,



         10   as well as some thoughts on how we can combat this.



         11                 MR. SMITH:  Gotcha.  Now, Tom, I'm going



         12   to ask you a very loaded question here, and this is --



         13   it's purely hypothetical:  But the thought crossed my



         14   mind that what if the Lottery Staff had a division that



         15   went after illegal bingo, if they had that jurisdiction?



         16                 MR. HANSON:  So, we currently have a



         17   Compliance Department within Bingo.



         18                 MR. SMITH:  Uh-huh.



         19                 MR. HANSON:  And part of what they have



         20   been doing is reaching out to folks who may be



         21   attempting to conduct bingo, such as bingo in a bar and



         22   those kind of things, reaching out to them to make them



         23   aware of the fact that they have to be licensed, they



         24   have to be a nonprofit or a charitable organization.



         25   So, that was done in the past.  As we've talked about
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          1   before, very short staffed, but we are addressing some



          2   of those.



          3                 The point that Will made about the Boot



          4   Scootin' Bingo, I had a conversation with that lady



          5   after Will sent it to me to talk about what was in



          6   compliance and what was not.  So, we are proactively



          7   looking at some of that, if we're aware of it.  And



          8   those can come by complaints that come in through CAMP,



          9   our complaint monitoring system.



         10                 MR. SMITH:  Sure.



         11                 MR. HANSON:  Those that are sent by



         12   e-mail, those are that reported to Alice in phone calls.



         13   So, we're looking at those as best we can.  We refer



         14   some to Enforcement for investigations, currently, but I



         15   do not foresee a separate division with -- or a



         16   department within Bingo with the way the jurisdiction is



         17   denoted in the statutes.



         18                 MR. SMITH:  Gotcha.  Okay.



         19                 MS. ROGERS:  Excuse me, Trace.  I have one



         20   quick question, maybe Tom can answer along this -- on



         21   this subject:  Right now with the election, whenever you



         22   look at Facebook on anything to do with any type of



         23   election items, there is a little paragraph underneath



         24   there that states whatever it states.  Have we requested



         25   Facebook to put something like that under these rooms
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          1   when people go in?  Kind of -- it would be along the



          2   same line as the poster, maybe just a kind of scare



          3   tactic, anything like that to make them aware that this



          4   could be construed as illegal?  Is that something we can



          5   ask or send to Facebook?



          6                 MR. HANSON:  You know, we can ask anything



          7   of Facebook.  The public can reach out to Facebook and



          8   ask for Facebook to take certain actions.  Whenever you



          9   go to one of these sites, you have the ability to click



         10   on a button that reports it, and you can place in there



         11   that you do not feel that that particular activity is



         12   legal.  The Enforcement Division has a law enforcement



         13   portal to Facebook to report activity on Facebook that's



         14   in violation of statute or rule.  So, that's being done



         15   with any cases that go over there.



         16                 But, as far as asking Facebook to put



         17   something on every Website that has bingo, that's going



         18   to be a massive reporting thing.  People are going to



         19   have to motivate them to do that.  I don't believe a



         20   single agency could reach out to them and have that



         21   placed over the entire Facebook environment.



         22                 MS. ROGERS:  Okay.  Thank you, sir.



         23                 MR. BIARD:  Hey, Tom, can I clarify --



         24   this is Bob.  Can I clarify one thing with you?



         25                 MR. HANSON:  Sure.
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          1                 MR. BIARD:  Have you or our Enforcement



          2   Staff had any -- I mean, had any communication with



          3   Facebook on this issue at all?



          4                 (Brief pause)



          5                 MR. HANSON:  I do know of situations in



          6   which Facebook is being notified via the portal.



          7                 (Brief pause)



          8                 MR. SMITH:  Have you --



          9                 MR. HANSON:  Anything else?



         10                 MR. SMITH:  -- have you received any



         11   contact back on that, Tom, or can you talk about that?



         12   Or --



         13                 MR. HANSON:  I'm not aware -- in the



         14   reports that I read I'm not aware of a situation in



         15   which we've received a comment back.



         16                 MR. SMITH:  Okay.  Gotcha.



         17                 MR. DUNCAN:  It's a whole lot more



         18   involved than just Facebook here.  I mean, when you see



         19   these pull-tabs online, we get the serial numbers when



         20   somebody will screenshot in a room -- a mole or whatever



         21   and send us some info -- we track those serial numbers.



         22   We go straight to the manufacturer that made the ticket.



         23                 There's actually one out there on Facebook



         24   that has a Good Time's logo on it.  So, when we've seen



         25   that, we definitely went to the manufacturer.  We track
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          1   that serial number.  These manufactures sell Texas



          2   tickets all over the country because we're the only one



          3   that requires a Texas seal and --



          4                 (Simultaneous discussion)



          5                 MR. SMITH:  Hold on a minute.  Tommy, can



          6   I interrupt you for a moment?



          7                 MR. DUNCAN:  Yeah.



          8                 MR. SMITH:  So, let me see if I get this



          9   right:  A licensed manufacturer sold pull-tabs to



         10   someone that is being played illegally --



         11                 MR. DUNCAN:  No, no, no.



         12                 MR. SMITH:  -- in Texas?



         13                 MR. DUNCAN:  No.  What they do is these



         14   manufacturers -- they sell all over the world for one



         15   thing.



         16                 MR. SMITH:  Uh-huh.



         17                 MR. DUNCAN:  So, what they're doing is



         18   they're selling pull-tabs to a distributor in Florida --



         19                 MR. SMITH:  Right.



         20                 MR. DUNCAN:  -- maybe's it's Allied Bingo



         21   or something.



         22                 MR. SMITH:  Okay.



         23                 MR. DUNCAN:  Okay.  Now, this distributor



         24   puts these tabs on EBay, on his Website.  Anybody in



         25   Texas can get on the Web and order these tabs.  Now, we
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          1   have actively contacted all these manufacturers, and



          2   they are relaying the message that, if you sell these



          3   games back in Texas, that it's illegal.  Has it stopped?



          4   No.  Has it slowed down?  A little bit.



          5                 But, for example, our ticket that was on



          6   Facebook in Texas was sold in Connecticut.  So, that's



          7   who the manufacturer sold it to.  They're selling to



          8   distributors who are selling online back to Texas.  And



          9   I will also mention the people that you see with the



         10   pull-tabs online, those are generally your players out



         11   of the bingo hall.



         12                 MR. SMITH:  Yeah.



         13                 MR. DUNCAN:  We have five offices, and we



         14   get seven or eight calls a day for pull-tabs from



         15   unlicensed people.  We tell them to go to the Lottery.



         16   But your professionals that are making this half a



         17   million dollars that I'm talking about, they're not



         18   doing pull-tabs on Facebook.  They're flying under the



         19   radar doing these horse races.  You don't need --



         20                 (Simultaneous discussion)



         21                 MR. SMITH:  Yeah.



         22                 MR. DUNCAN:  And they can run 30 of them a



         23   day or more.  I mean, it takes 60 seconds to run a horse



         24   race.



         25                 MR. SMITH:  Right.  So, but -- so I

�



                                                                        79









          1   understand this, you've got a licensed manufacturer



          2   selling pull-tabs that are supposed to go to licensed



          3   distributors in the State of Texas, but they're selling



          4   them all over the place; and that's our problem, and we



          5   can't stop that?



          6                 MR. DUNCAN:  No, that's not our problem.



          7   They're selling -- the problem is is these manufacturers



          8   sell to licensed distributors.  It's the licensed --



          9                 (Simultaneous discussion)



         10                 MR. SMITH:  I understand that.



         11                 MR. DUNCAN:  -- distributors in the other



         12   states --



         13                 MR. SMITH:  I understand that.



         14                 MR. DUNCAN:  -- that are selling them back



         15   to Texas.  We can't --



         16                 (Simultaneous discussion)



         17                 MR. SMITH:  But doesn't the Lottery have



         18   jurisdiction over a licensed manufacturer in the State



         19   of Texas?



         20                 MR. BOURGOYNE:  Trace --



         21                 MR. DUNCAN:  No, no, no --



         22                 MR. BOURGOYNE:  Trace, if I may?



         23                 MR. DUNCAN:  Tell him, Emile.



         24                 MR. BOURGOYNE:  Trace, this is Emile.



         25                 MR. SMITH:  Yeah.
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          1                 MR. BOURGOYNE:  We have traced every



          2   serial number we find that we're called into or that we



          3   see on EBay, we trace them back to the distributors.



          4                 MR. SMITH:  Uh-huh.



          5                 MR. BOURGOYNE:  We contact the distributor



          6   and their regulator, and we let them know that their



          7   distributor is selling outside of their licensing.



          8   We're selling to licensed entities.



          9                 MR. SMITH:  Okay.



         10                 (Simultaneous Discussion)



         11                 MR. BOURGOYNE:  They're selling legal



         12   product to licensed entities.  In one case -- not in one



         13   case, in a bunch of cases, we've got a distributor in



         14   Quebec that sells just to native tribes in Quebec.



         15   Those customers are taking the product and putting it on



         16   EBay.



         17                 MR. SMITH:  Gotcha.



         18                 MR. BOURGOYNE:  And we've threatened to



         19   cut them off, but we're still selling to a legal entity.



         20   The problem is, once it reaches that distributor, if



         21   they sell it to a charity customer somewhere, then they



         22   take the product and put it on Facebook Live.



         23                 MR. SMITH:  Okay.



         24                 (Simultaneous discussion)



         25                 MR. BOURGOYNE:  It's not just in Texas.
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          1   It's a national problem.  And, quite frankly, I'm not



          2   sure it's going to go away until COVID goes away, and it



          3   may not go away then.  We've got a couple of states



          4   actually looking at contacting a regulatory agency to



          5   see if maybe there's a way to get the license group into



          6   doing this sort of thing.



          7                 MR. SMITH:  Gotcha.



          8                 (Simultaneous discussion)



          9                 MR. SMITH:  Well, I was -- Emile, I was



         10   operating under the assumption -- I just got a message.



         11   I was operating under the assumption that, when a



         12   manufacturer makes a ticket for the State of Texas with



         13   that logo on it, they were only allowed to sell that



         14   ticket in the State of Texas to licensed distributors.



         15   And, obviously, that's not the case.



         16                 MR. BOURGOYNE:  That's just not the case.



         17                 MR. SMITH:  Okay.



         18                 MR. DUNCAN:  No, that's not the case.



         19   It's bigger -- and I agree with Emile.  Now, this all



         20   started before COVID, but COVID has definitely made it



         21   more prevalent.  There's --



         22                 MR. SMITH:  It sure has.



         23                 MR. DUNCAN:  Yes.



         24                 MR. SMITH:  Okay.  So -- but even, still,



         25   aren't pull-tabs a controlled product in the State?  I
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          1   mean, isn't -- I guess it falls back to --



          2                 MR. BOURGOYNE:  Most of the product you're



          3   seeing on -- most of the product -- this is Emile again.



          4   Most of the product you're seeing on Facebook Live in my



          5   opinion was not sold to a Texas distributor.



          6                 MR. DUNCAN:  Right.  I agree with that.



          7                 (Simultaneous discussion)



          8                 MR. SMITH:  But it's being played in



          9   Texas?



         10                 MR. BOURGOYNE:  But it was sold to a



         11   distributor who's jurisdiction requires them to trace



         12   the serial numbers to their clients, and that's not



         13   being done.



         14                 MR. DUNCAN:  Trace, jump on EBay and put



         15   in pull-tabs.  See what happens.



         16                 MR. SMITH:  All right.  So, let me ask you



         17   this:  I can -- as a charitable bingo license holder, if



         18   I understand this correctly, I can go online and



         19   purchase pull-tabs with a Texas seal on them from a



         20   different distributor in another state and sell them at



         21   my bingo hall, and nobody would ever know?



         22                 MS. URIEGAS:  Correct.



         23                 MR. DUNCAN:  We would if we tracked a



         24   serial number and somebody got it out.  Then, you'd be



         25   in trouble for buying from an unlicensed distributor.
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          1                 MR. SMITH:  Uh-huh.  Yeah.  But my point



          2   is:  There's a huge loophole that the Lottery Commission



          3   doesn't have teeth to enforce.



          4                 MR. DUNCAN:  I think their basic premise



          5   is they can't enforce organized crime that's going on



          6   outside the bingo hall.



          7                 MR. SMITH:  I understand that.  I



          8   understand that.



          9                 Wow, we've got a mess on our hands.



         10                 MR. MARTIN:  Amen.



         11                 MR. DUNCAN:  It's gotten way too big now.



         12   I'm like Emile, it's -- it's --



         13                 MR. BOURGOYNE:  It's -- yeah.  It's just



         14   not a Texas problem.  It's a huge problem all over the



         15   country.



         16                 MR. DUNCAN:  Oh, yeah.



         17                 (Simultaneous discussion)



         18                 MR. SMITH:  I definitely have a better



         19   understanding of it now, and I will do my due diligence.



         20   I thought I understood it at first.  But, boy, good



         21   grief.



         22                 MS. URIEGAS:  Well --



         23                 MR. SMITH:  This is a dadgum mess.



         24                 MS. URIEGAS:  -- and a bigger part of this



         25   is they're doing it more with the horse races because
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          1   they don't have to get the pull-tabs to have -- I mean,



          2   the horse races can be run anywhere.  You can buy them



          3   for $10 up to a thousand dollars.  So, those can be run



          4   easily without having to invest any money in purchasing



          5   pull-tabs.



          6                 MR. DUNCAN:  That's what -- yeah, that's



          7   why I was saying that earlier.  It's your novices that



          8   are putting these pull-tabs online --



          9                 MS. URIEGAS:  Yes.



         10                 MR. DUNCAN:  -- just asking to get in



         11   trouble.



         12                 MS. URIEGAS:  Yes.



         13                 MR. SMITH:  Gotcha.  Okay.  All right.



         14   Okay.  And anybody got anything else they want to add on



         15   this?



         16                 (No response)



         17                 MR. SMITH:  No?  Okay.  Any other new



         18   business?



         19                 MR. FENOGLIO:  This is Fenoglio.  I want



         20   to confirm that the following individuals are now on



         21   this committee.



         22                 MR. SMITH:  Okay.



         23                 MR. FENOGLIO:  Veronica Uriegas, Tommy



         24   Duncan, Will Martin, Emile Bourgoyne, Frances Rogers,



         25   Tyler Vance, and Tom Hanson.  Is that correct?

�



                                                                        85









          1                 MR. SMITH:  Yes.



          2                 MR. POHL:  Add Jason Pohl, please.



          3                 MR. SMITH:  Add what?



          4                 MR. POHL:  Add me, Jason Pohl, please.



          5                 MR. SMITH:  Okay.



          6                 MR. FENOGLIO:  And, Mr. Chairman, do you



          7   need a vote to create the committee?



          8                 MR. SMITH:  I don't -- we haven't in the



          9   past.  Let me defer to Tyler for that one or Bob maybe.



         10                 MR. VANCE:  Yeah, in typical, you know,



         11   rules of procedure, you would.  You would have a vote to



         12   create the subcommittee.



         13                 MR. SMITH:  Okay.  All right.



         14                 So, we -- I've got a motion to commit the



         15   subcommittee on illegal Facebook gaming, illegal



         16   pull-tab gaming.



         17                 MR. DUNCAN:  I second.



         18                 MR. SMITH:  All right.  And all in favor?



         19                 (Those in favor of the motion so



         20                 responded)



         21                 MR. SMITH:  All right.  Any opposed?



         22                 (No response)



         23                 MR. SMITH:  All right.  The subcommittee



         24   is created.  Y'all have got plenty to work on.



         25   (Laughter)  God bless you is all I can tell you.
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          1                 All right.  Any other new business?  Any



          2   other public comment on this?



          3                 MR. BIARD:  Trace, this is Bob.



          4                 MR. SMITH:  Yes?



          5                 MR. BIARD:  I just want to thank you for



          6   your indulgence as we had that long conversation.  And I



          7   just want to assure you that the Staff, the Commission



          8   is ready to work with you guys on this issue in any way



          9   we can.



         10                 MR. SMITH:  Well, I certainly appreciate



         11   that because I think the charities are the ones that are



         12   suffering.  And I think we've got to go to bat for them



         13   and, you know, stick up for them every chance we get.



         14   And I certainly appreciate y'all's help and y'all's



         15   education because, although we know our bingo business



         16   pretty well, we sometimes aren't as fluent in the



         17   Staffs' legalities and their jurisdictional controls.



         18   So, we do appreciate your education on that.



         19                 MS. URIEGAS:  This is Veronica.  I have



         20   one more question.



         21                 MR. SMITH:  Yes, ma'am?



         22                 MS. URIEGAS:  Can we include illegal



         23   gamerooms in this?  I just had one open up right in my



         24   strip center right next door to me.  I mean, I don't



         25   know if that's something totally different, or --
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          1                 MR. SMITH:  Well, I think that's going to



          2   be in a separate category.  There's some established



          3   protocols for dealing with those already.  And I think



          4   if you maybe asked around, maybe talk to Steve Fenoglio



          5   or Kim Kiplin or somebody like that, one of the



          6   brilliant attorneys that we have in our industry, they



          7   may be able to help you a little bit with that.



          8                 MS. URIEGAS:  Well, I did have a



          9   connection with the Vice Squad, and they said they're



         10   not even going to start looking at illegal gamerooms



         11   until maybe next year.



         12                 MR. SMITH:  Yeah, that's no good.  That's



         13   no good.  Unfortunately, I think the reason that we



         14   commit -- did this subcommittee is because it deals



         15   directly with illegal bingo.



         16                 MS. URIEGAS:  Okay.



         17                 MR. SMITH:  Whether it be Facebook gaming



         18   or -- Facebook bingo or the horse race bingo or the



         19   pull-tab bingo.



         20                 MS. URIEGAS:  Okay.



         21                 MR. SMITH:  But there's groups out there



         22   that are against the illegal gamerooms, and I'm sure



         23   somebody will be glad to reach out to you for that.



         24                 MR. MARTIN:  Veronica --



         25                 MS. URIEGAS:  Yes?
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          1                 MR. MARTIN:  -- this is Will Martin.  Give



          2   me a call later this afternoon after 3:30, and I'll talk



          3   to you about illegal gamerooms.



          4                 MS. URIEGAS:  Okay.  Great.  Thank you.



          5                 MR. SMITH:  All right.  There you go.



          6   Good deal.



          7                 All right.  Any other public comment on



          8   this one?



          9                 (No response)



         10                 MR. SMITH:  All right.  We need to set the



         11   date for the next meeting.



         12                 MR. FENOGLIO:  Mr. Chairman, I wanted to



         13   make one observation about -- under the new business



         14   category that Texas Charity Advocates has voted to --



         15   propose some legislation that would eliminate Section



         16   2001.420 Subparagraph (a), that provides a bingo prize



         17   may not have a value of more than 750 for a single game.



         18                 MR. SMITH:  Gotcha.



         19                 MR. FENOGLIO:  We would still retain the



         20   2500 per session limit that's in Subparagraph (b), and



         21   the reason for that is to -- and this would only apply



         22   to -- well, it would be 2500 a session.  It would still



         23   be a limit.



         24                 And, then, we have asked the Lottery



         25   Commission Staff for any recommendations that the Bingo
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          1   Division of the Lottery Commission has for any sort of



          2   clean-up matters, and we will meet with Tom and Tyler



          3   about that.  They've given us some -- I don't know if



          4   they're concerns, but they're observations that would



          5   make the Division run more efficiently.  And --



          6                 (Simultaneous discussion)



          7                 MR. SMITH:  Gotcha.



          8                 MR. FENOGLIO:  -- to bring those, as well.



          9                 MS. ROGERS:  Excuse me.  Steve, can you



         10   repeat the number of that one, please, for me?



         11                 MR. FENOGLIO:  Section 2001.420, 4-2-0,



         12   Subparagraph (a).



         13                 MS. ROGERS:  Thank you.



         14                 MS. GREEN:  Steve, this is Melodye Green.



         15   When you say -- you're allowing one bingo game up to



         16   2500.  Correct?



         17                 MR. FENOGLIO:  Yes.



         18                 MS. GREEN:  Okay.  Good.  All right.



         19   Thank you.



         20                 MR. FENOGLIO:  It would give the -- you



         21   know, the charity the opportunity to have a larger game.



         22   They're still going to -- they still have the cap of



         23   2500 for a single game.



         24                 MS. GREEN:  Right.  Thank you.  I



         25   Understand.  Perfect.
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          1                 MR. SMITH:  All right.  Thank you, Steve.



          2                 All right.  Any other comments or new



          3   business from the public or anybody else?



          4                 (No response)



          5                      AGENDA ITEM NO. 11



          6                 MR. SMITH:  All right.  We will move on to



          7   setting the date for the next meeting.



          8                 Tom, when is the next Commission meeting?



          9                 MR. HANSON:  So, my understanding, it's on



         10   December 3rd.



         11                 MR. BIARD:  And this is Bob.  The next one



         12   after that is going to be February 11th.



         13                 MR. SMITH:  Okay.  I think we have met our



         14   statutory requirements for meetings this year.  I think



         15   we're only supposed to have one a quarter.  Is that



         16   correct?



         17                 MS. ROGERS:  Yes.



         18                 MR. SMITH:  Anybody?  Yeah.  Okay.  I



         19   think we have well met our quota.  Did we want to have a



         20   meeting in December, or do we want to have one in



         21   January?



         22                 MS. ROGERS:  This is Kim Rogers.  My vote



         23   would be probably January.



         24                 MR. SMITH:  Okay.



         25                 MS. ROGERS:  That gives the Facebook group
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          1   time to work and a few of the other ones.



          2                 MR. SMITH:  Okay.



          3                 Anybody got a problem, say, with January



          4   the 18th or 19th, that week?



          5                 MS. ROGERS:  I'm good.



          6                 MR. MARTIN:  Well, the 18th is a holiday.



          7                 MR. SMITH:  Is it?  What holiday is that?



          8                 MR. MARTIN:  That's Martin Luther King



          9   Day.



         10                 MR. SMITH:  Well, we can't have it then.



         11   Say maybe the 19th or the 21st?



         12                 MS. ROGERS:  I would like to go back to



         13   Thursdays, but that's just me.  Kim Rogers.



         14                 MR. SMITH:  Okay.  I've got no problems



         15   with that.



         16                 Is everybody okay with January 21st?



         17                 MS. URIEGAS:  Yes.



         18                 MR. MARTIN:  Yes.



         19                 MR. DUNCAN:  Okay here.



         20                 MR. MARTIN:  Same time?



         21                 MS. ROGERS:  Yes.  Trace, are we saying a



         22   Zoom meeting again?



         23                 MR. SMITH:  Yeah.  Yes.



         24                 MS. ROGERS:  Okay.



         25                 MR. SMITH:  Tom -- this is Trace -- do you
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          1   foresee any time soon actually having an in-person



          2   meeting?



          3                 MR. HANSON:  No, I don't expect that to



          4   occur.  We're seeing the national trends.  We're looking



          5   at the state trends.  I'll defer to Bob, but I don't



          6   believe there's any action right now to set a date for a



          7   face-to-face meeting.



          8                 MR. SMITH:  Okay.  All right.  Just making



          9   sure, sir.  And are you and the Staff good for the 21st



         10   at 10:00 a.m.?



         11                 MR. HANSON:  We can.



         12                 MR. SMITH:  Okie dokie.  All right.  The



         13   next BAC meeting is January 21st at 10:00 a.m.



         14                      AGENDA ITEM NO. 12



         15                 MR. SMITH:  And it is, right now,



         16   11:53 a.m., and we will adjourn the meeting.  Thank



         17   you-all.  And if anyone has questions or concerns,



         18   please get with me or Kim or anybody else from the BAC.



         19                 (Meeting adjourned:  11:53 a.m.)



         20



         21



         22



         23



         24



         25
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