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Mississippi’s Charitable Bingo Law does not authorize the Gaming
Commission’s Bingo Division to restrict bingo licensure to authentic
charities with a record of charitable operations or to audit the flow of funds
from receipt by bingo licensees to use of funds for charitable purposes.

The Bingo Division lacks trained accounting personnel necessary to
perform financial analysis tasks associated with gaming regulation, does
not obtain financial documentation sufficient to carry out financial
regulation of licensees, and does not comply with its own procedures
relative to agents’ reporting to management regarding work plans and
achievements.  Also, the current annual license requirement places an
undue burden on agency staff who must spend significant time on
background checks in the late summer and early autumn, with less time
available to them for inspections of bingo halls.



PEER:  The Mississippi Legislature’s Oversight Agency

The Mississippi Legislature created the Joint Legislative Committee on
Performance Evaluation and Expenditure Review (PEER Committee) by
statute in 1973.  A standing joint committee, the PEER Committee is
composed of five members of the House of Representatives appointed by the
Speaker and five members of the Senate appointed by the Lieutenant
Governor. Appointments are made for four-year terms with one Senator
and one Representative appointed from each of the U. S. Congressional
Districts. Committee officers are elected by the membership with officers
alternating annually between the two houses.  All Committee actions by
statute require a majority vote of three Representatives and three Senators
voting in the affirmative.

Mississippi’s constitution gives the Legislature broad power to conduct
examinations and investigations.  PEER is authorized by law to review any
public entity, including contractors supported in whole or in part by public
funds, and to address any issues which may require legislative action.
PEER has statutory access to all state and local records and has subpoena
power to compel testimony or the production of documents.

PEER provides a variety of services to the Legislature, including
program evaluations, economy and efficiency reviews, financial audits,
limited scope evaluations, fiscal notes, special investigations, briefings to
individual legislators, testimony, and other governmental research and
assistance.  The Committee identifies inefficiency or ineffectiveness or a
failure to accomplish legislative objectives, and makes recommendations
for redefinition, redirection, redistribution and/or restructuring of
Mississippi government.  As directed by and subject to the prior approval of
the PEER Committee, the Committee’s professional staff executes audit and
evaluation projects obtaining information and developing options for
consideration by the Committee.  The PEER Committee releases reports to
the Legislature, Governor, Lieutenant Governor, and the agency examined.

The Committee assigns top priority to written requests from individual
legislators and legislative committees.  The Committee also considers
PEER staff proposals and written requests from state officials and others.
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An Evaluation of the Mississippi Gaming Commission’s Bingo Division

Executive Summary

November 13, 1997

Introduction

PEER reviewed regulation of charitable bingo
in Mississippi to determine the societal risks asso-
ciated with this form of legalized gambling, whether
state law and Gaming Commission regulations ad-
equately address these risks, and whether the com-
mission effectively implements its legal mandate.

The principal risks associated with legalized
bingo are that licensees might not meet their chari-
table obligations which they accept as a precondi-
tion to licensing, that games might not be conducted
fairly, and that the competitive playing field for all
charities might not be kept level so that all have
opportunity to use charitable bingo as a means of
raising funds.

Overview

State law does not adequately address the char-
ity fraud risk in that it does not:

• authorize the commission to restrict bingo
licensure to bona fide charities with a record
of charitable operations;

• authorize the commission to track the flow
of funds to determine that charitable causes
are being supported;

• determine clearly the duties to charity of
veterans’ organizations; and,

• provide the commission with authority to
devise standards to protect against abuses
in the appraisal process.

Additionally, Gaming Commission rules dealing
with controls on the number of sessions a licensee
may operate have not been in compliance with state
law.

The weaknesses in law have allowed organiza-
tions which have not carried out significant chari-
table activities to become licensed to conduct chari-

table bingo.  Further, these weaknesses have left
the Gaming Commission without legal authority to
require licensees to submit plans for the support of
charitable activities and to audit for material com-
pliance with these plans.

The commission’s lack of authority over the
methods used by appraisers in commercial leasing
leaves the commission without a way of insuring
that the methods used in appraising property give
a landowner only a fair price and not an excessive
price on the property.

With respect to operations of the Gaming
Commission’s Bingo Division, the division lacks the
trained accounting personnel necessary to perform
financial analysis tasks associated with gaming
regulation, lacks proper financial documentation to
carry out financial regulation of licensees, and does
not comply with its own procedures relative to
agents’ reporting to management regarding work
plans and achievements.    Also, the commission’s
hearings procedures contain technical deficiencies
relative to burden of proof and licensees making
legal arguments before the entire commission when
appealing decisions of the agency hearing’s officer.

These conditions result in inconsistencies in the
enforcement of agency rules.  More importantly, the
lack of trained accounting personnel to regulate the
activities of bingo licensees leaves the agency with-
out the staff needed to review financial reports of
bingo licensees to insure that persons involved in
the business are not owners of interests in other
businesses such as lessors or suppliers.

Recommendations

The Legislature should amend the Charitable
Bingo Law (MISS. CODE ANN. Section 97-33-50 et
seq.) to provide the Gaming Commission with au-
thority to restrict licenses to entities with a record
of providing charitable services.   The law should
be amended to require that licensees submit plans
of support for charitable activity which the commis-
sion can audit to insure that bingo charities are
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making material progress toward meeting their
expressed purposes of supporting charities.

The Legislature should also amend the law to
allow the commission to set standards for apprais-
als to be submitted for commercial leases.   PEER
also recommends that the Legislature change the
bingo licensure cycle from one year to two, with stag-
gered expiration dates to reduce the annual
workload for agents involved in the review of license
applications.

The Gaming Commission should adhere to its
policy which requires agents’ written plans of work

and reports on accomplishments.   The agency
should review its current positions filled and va-
cant to determine if it has resources to carry out
the financial accounting analysis needed by the
Bingo Division.  In the event that the commission
cannot carry out this function with existing re-
sources, it could request additional resources spe-
cifically for this purpose.

PEER also recommends that the commission
amend its rules to allow attorneys representing lic-
ensees and the state to argue errors of law before
the commission.  Further, the commission should
amend its rules to shift the burden of proof to the
state in matters involving penalties.

For More Information or Clarification, Contact:

PEER Committee
P. O. Box 1204

Jackson, MS  39215-1204
(601) 359-1226

http://www.peer.state.ms.us

Representative Billy Bowles, Chairman
Houston, MS  (601) 456-2573

Senator Ezell Lee, Vice-Chairman
Picayune, MS  (601) 798-5270

Senator William Canon, Secretary
Columbus, MS  (601) 328-3018



An Evaluation of the Mississippi Gaming Commission’s
Bingo Division

Introduction

Authority

The PEER Committee authorized an evaluation of the Mississippi
Gaming Commission’s Bingo Division.  The Committee acted in
accordance with MISS. CODE ANN. Section 5-3-51 et seq.

Purpose and Scope

This review answers the following questions regarding the Bingo
Division’s capability to regulate charitable bingo effectively and in the public
interest:

• What are the social risks associated with legal bingo?

• Do state laws and Gaming Commission rules adequately address
these risks?

• Does the Gaming Commission effectively implement bingo laws
and regulations?

Method

In conducting this review, PEER:

• sent questionnaires to Mississippi bingo licensees concerning
strengths and weaknesses of current bingo laws, regulations, and
operations of the Bingo Division;

• contacted selected states regarding the scope and content of their
bingo regulations;

• obtained information from other states regarding potential
problems associated with illegal activity being conducted through
bingo operations;

• reviewed records of the Gaming Commission’s Bingo Division;
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• reviewed current literature on legalized gambling and bingo
regarding significant social risks associated with gaming
activities;

• determined the state’s regulatory needs based on the risks
associated with bingo;

• reviewed state law and Gaming Commission practices to
determine whether both meet regulatory needs concerning bingo
regulation;

• derived criteria from the assessment of social risks and from
other states’ practices to judge the content of Mississippi’s bingo
regulatory laws and enforcement program; and,

• developed recommendations to address weaknesses in state law or
practice concerning bingo regulation.

Overview

PEER reviewed regulation of charitable bingo in Mississippi to
determine the societal risks associated with this form of legalized
gambling, whether state law and Gaming Commission regulations
adequately address these risks, and whether the commission effectively
implements its legal mandate.

The principal risks associated with legalized bingo are that licensees
might not meet their charitable obligations which they accept as a
precondition to licensing, that games might not be conducted fairly, and
that the competitive playing field for all charities might not be kept level so
that all have opportunity to use charitable bingo as a means of raising
funds.

State law does not adequately address the charity fraud risk in that it
does not:

• authorize the commission to restrict bingo licensure to bona
fide charities with a record of charitable operations;

• authorize the commission to track the flow of funds to
determine that charitable causes are being supported;

• determine clearly the duties to charity of veterans’
organizations; and,

• provide the commission with authority to devise standards to
protect against abuses in the appraisal process.
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Additionally, Gaming Commission rules dealing with controls on the
number of sessions a licensee may operate have not been in compliance
with state law.

The weaknesses in law have allowed organizations which have not
carried out significant charitable activities to become licensed to conduct
charitable bingo.  Further, these weaknesses have left the Gaming
Commission without legal authority to require licensees to submit plans for
the support of charitable activities and to audit for material compliance
with these plans.

The commission’s lack of authority over the methods used by
appraisers in commercial leasing leaves the commission without a way of
insuring that the methods used in appraising property give a landowner
only a fair price and not an excessive price on the property.

With respect to operations of the Gaming Commission’s Bingo
Division, the division lacks the trained accounting personnel necessary to
perform financial analysis tasks associated with gaming regulation, lacks
proper financial documentation to carry out financial regulation of
licensees, and does not comply with its own procedures relative to agents’
reporting to management regarding work plans and achievements.    Also,
the commission’s hearings procedures contain technical deficiencies
relative to burden of proof and licensees making legal arguments before the
entire commission when appealing decisions of the agency hearing’s
officer.

These conditions result in inconsistencies in the enforcement of
agency rules.  More importantly, the lack of trained accounting personnel
to regulate the activities of bingo licensees leaves the agency without the
staff needed to review financial reports of bingo licensees to insure that
persons involved in the business are not owners of interests in other
businesses, such as lessors or suppliers.
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Background

Significance of Bingo as a Charity Fundraising Tool

Mississippi bingo halls take in considerable amounts of money in a
fiscal year.   Based on FY 1996 data obtained from the Mississippi Gaming
Commission, approximately 128 bingo licensees in Mississippi operating
charitable bingo games generated over $135 million in gross revenues.
According to unaudited financial information licensees file with the
Gaming Commission, these licensees transferred to their charity accounts
approximately $13 million between July 1995 and June 1996.  During the
same period, these licensees paid out approximately $104 million in prizes
and $18 million in operating expenses.

Because of the volume of funds collected in the name of charitable
causes, the regulation of bingo is a significant matter.  While some
charities are undoubtedly assisted by the collection of funds from bingo
operations, there is some risk that persons conducting games will do so for
their own profit (see Bingo and Social Risks, pages 6 through 8.)
Consequently, the state needs a strong and vigilant regulatory body capable
of insuring that bingo is conducted fairly and for the legally intended
purpose of charitable support.

Summary of the Charitable Bingo Law

Mississippi’s Charitable Bingo Law, codified as MISS. CODE ANN.
Section 97-33-50 et seq., establishes the terms and conditions under which
bingo may be legally conducted in Mississippi.  These sections establish a
procedure for licensing entities eligible to conduct bingo, define legally
acceptable expenditures for such entities, and provide for the licensing of
suppliers and other persons who provide support to the bingo industry.
Such controls are established to enable the state to determine whether
legitimate charity licensees consisting of suitable persons are engaged in
bingo.  These provisions are also intended to control the amounts and
recipients of bingo proceeds to entities other than charities.

Licensing of Entities Eligible to Conduct Bingo

Section 97-33-51 provides that in order to be legal, a bingo game in
which prizes are given must be conducted in conformity with the
Charitable Bingo Law.  Section 97-33-53 requires that an entity must be a
“charitable organization” to be eligible for a bingo license.  Mississippi law
defines a “charitable organization” as one which has either obtained or has
applied for tax-exempt status under Internal Revenue Code Section 501(c)
or (d) and is either a chapter or post of a national veterans’ organization or
a not-for-profit civic, educational, or wildlife organization, or a religious
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organization domiciled in the state (see Section 97-33-53[b]).   The term of a
license is one year and annual re-application is required.

For an entity to be licensed, the Gaming Commission must be
satisfied that the entity meets the previously mentioned charitable criteria
and that the members in charge of the bingo games are of good moral
character and that the games will be conducted in accordance with state
laws and rules of the Gaming Commission.  The commission may not
issue licenses to persons who have been convicted of gambling-related
offenses or other offenses described by the commission in its rules or to
those persons who are “professional gamblers,” which is not defined by the
statute.  Firms which have as officers or directors persons who have been
convicted of such offenses are also be barred from licensure.

Legal Expenditures

As stated above, Mississippi law provides that entities conducting
bingo games do so for charitable purposes.  Specifically MISS. CODE ANN.
Section 97-33-52 requires that the net proceeds of bingo be expended for the
purpose for which the entity is created.  Proceeds of bingo may not be used
to purchase, improve, or construct buildings solely used for the purpose of
conducting bingo games.    A bingo licensee may pay only those expenses of
bingo operations authorized under law.  Expenses which may be paid are
those associated with procuring supplies and equipment necessary to
conduct games and reasonable expenses associated with obtaining or
performing janitorial, bookkeeping, and security services, as well as
reasonable market rent for the building used for bingo operations.  Salaries
may also be paid to bingo supervisors and others so long as the salaries paid
do not exceed $400 per session.  Prizes may not exceed $7,500 per session
unless the bingo licensees play but one session per week, under which
conditions the limit is $8,000 per session (see sections 97-33-67 and 97-33-69).

State law does not require that licensees operating bingo halls provide
a specific sum to support organizations carrying on charitable activities.  A
bingo licensee must use the net proceeds of bingo halls to support the
purposes for which the organization is created.  This may be achieved by
either providing assistance to other charitable organizations or providing
services directly to persons in need of assistance.

Licensing Lessors, Suppliers, and
Others Associated with Bingo

State law requires that manufacturers, distributors, and commercial
lessors be licensed.  Manufacturers and distributors provide bingo supplies
such as bingo paper and electronic machines to bingo licensees.
Commercial lessors lease buildings to bingo licensees where games are
conducted.  In some cases, the lessor is the actual owner of the building.
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In other cases, the lessor is a real estate management firm which obtains a
lease from the owner and subleases the building to the bingo licensee.
This licensure requirement is intended to determine suitability of these
persons to do business with bingo halls in Mississippi.  The law bars
persons convicted of crimes from being involved in any of these businesses
and such licensees may not own direct or indirect interests in bingo halls.

Commercial lessors must also comply with additional requirements.
Section 97-33-203 requires that lessors submit two real estate appraisals to
the Gaming Commission to justify changes in rent.  Further, the Gaming
Commission must approve lease terms between commercial lessors and
bingo licensees.  The purpose of these provisions is to protect against
excessive rental charges which may reduce the amount of money made
available to charity.

Bingo and Social Risks

Charitable bingo in Mississippi is a form of legalized gambling.   As
in the case of other forms of gambling, the activity poses certain risks to the
people of Mississippi.  State law and the efforts of regulators should be
formulated in order to protect the state’s residents from these associated
risks.

After reviewing the literature on bingo, including the laws of other
states which have chosen to legalize bingo for the exclusive support of
charitable activities, PEER determined that the following are the principal
risks associated with the legalization of bingo for charitable purposes:

• the charity fraud risk;

• the cheat risk; and,

• the even playing field risk.

These risks are described in detail in the following sections.

The Charity Fraud Risk

Perhaps the most significant risk associated with legalization of
bingo for charitable purposes is the charity fraud risk.  Bingo licensees may
be tempted to operate their halls for purposes other than the support of
charity.  Their purpose for doing this could be to either skim funds for
criminal purposes, launder funds from illegal operations thorough a bingo
hall, or to use funds legally obtained for the support of activities which are
not charitable in nature.
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Mississippi’s early experiences with legalized bingo clearly
exemplify the  risk of criminal activities associated with operation of bingo
halls.  In 1988, the Office of the Attorney General, operating in conjunction
with local law enforcement in Forrest County, closed three Hattiesburg-
area bingo halls which were operating illegally.  Property from the three
halls was forfeited in accordance with state laws providing for civil
forfeiture of property used in certain criminal conspiracies (Racketeer
Influenced and Corrupt Organizations [RICO]) and under the state’s
controlled substances laws and gambling laws.

Neighboring states have also experienced recent problems with bingo
licensees operating as a cover for illegal activities.  As recently as
November 1996, a federal grand jury in Louisiana indicted two persons who
ran a bingo hall with multiple counts of money laundering and illegal
gambling operations.    The persons indicted allegedly used money from the
bingo hall for their own benefit rather than for a charitable purpose.

In Florida, a state grand jury investigated several large bingo halls
and concluded that many of the largest halls in Florida provided more
benefit to the persons operating them than to the charities for which bingo
was supposed to provide financial assistance.   The Grand Jury for the 12th
Judicial District reported that typically large bingo halls provide their
licensees with as much as $2,000 per day, while only giving the charity $100
to $200 per day.

As mentioned earlier, it is also possible for a bingo hall to be
legitimate on its face, yet operated for the benefit of persons or activities not
charitable.  In these instances, the hall is not operated as part of a criminal
conspiracy, but is operated to enrich persons other than those engaged in
charitable purposes.

Several states have enacted comprehensive statutory schemes to
provide protection against bingo licensees without charitable purposes.
These statutory schemes allow for audits of the licensee and erect barriers
to entry for those organizations which have not established a record of
providing material assistance to charitable causes.  For a detailed
discussion of how Mississippi’s law protects against these risks, see page
10 of this report.

The Cheat Risk

The general public often perceives that persons who gamble may be
cheated by sharp operators whose purpose is to take money without giving a
fair chance of winning.  Most states recognize this risk and make provision
in their laws to protect patrons from cheating schemes in gambling
establishments.   Bingo is no exception to this, as the states which have
regulated it have enacted laws dealing with this risk by providing some
degree of patron protection against cheating.  For an overview of how
Mississippi’s law addresses this matter, see page 19 of this report.
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Level Playing Field Risk

States which have legalized bingo for charitable purposes have
authorized a broad range of organizations to play bingo.  Such
organizations include religious organizations, veterans’ organizations, and
other not-for-profit organizations which are eligible for tax-exempt status
under Internal Revenue Code Sections 501(c) and (d).  Such organizations
may intend to play bingo only once a week to raise money for a church.
Others may choose to play as often as the law allows them to play bingo.
Theoretically, large bingo halls could play called bingo for an unlimited
amount of time during a week.  Such activity, coupled with aggressive
promotion, could make it difficult for small halls to compete.  Many states,
seeing that small halls could be placed at a competitive disadvantage, have
established limits on the amount of time per week a bingo hall may play
called bingo and on the total amounts of prizes a hall may offer.  (“Called
bingo” is what is traditionally thought of as bingo.  A person calls randomly
generated numbers which players mark off on their cards).  This enables a
small hall to compete by being open when others are closed, and in some
cases, by giving larger prizes.  For an overview of how Mississippi’s law
addresses this matter,  see page 20 of this report.
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Conclusions

PEER conducted field work to address the following primary
questions regarding the Bingo Division’s capability to regulate charitable
bingo effectively and in the public interest:

• Do state laws and Gaming Commission rules adequately address
the risks associated with legalized bingo?

• Does the Gaming Commission effectively implement bingo laws
and regulations?

Adequacy of State Law and Gaming Commission Rules

Do state laws and Gaming Commission rules adequately address the risks
associated with legalized bingo?

While Mississippi law and Gaming Commission rules establish
standards and procedures for protecting against some of the risks
mentioned on pages 6 through 8, these laws and rules do not fully meet the
state’s needs to protect against the charity fraud risk:

• State law does not provide the Gaming Commission with statutory
authority to inquire closely into the operations of charitable
organizations and monitor their transactions.

• State law does not provide the Gaming Commission with legal
authority to control processes by which appraisals are obtained
and performed for commercial lessors.

Generally, state law adequately addresses the other risks associated
with legalized bingo, although some technical corrections would make
Gaming Commission rules more effective tools.

In arriving at the above conclusion, PEER sought the answers to
several related, more specific questions:

Does Mississippi law adequately protect against the risk that
charitable licensees may not operate their bingo halls for the benefit
of charities?

Do state law and commission practice protect against the cheat risk?

Do state law and commission practice protect against the level
playing field risk?



10

Protection Against the Charity Fraud Risk

Does Mississippi law adequately protect against the risk that charitable
licensees may not operate their bingo halls for the benefit of charities?

For reasons discussed below, Mississippi law does not adequately
address this risk.  State law establishes an entry standard which allows
organizations without a charitable track record to enter into the bingo
business and does not allow the regulatory authority to audit non-bingo
expenses of licensees to insure that they are expended for charitable
purposes.  Current practice regarding contracting with commercial lessors
does not insure that fair rent is paid to these entities.  The effect of these
weaknesses is that the Gaming Commission cannot protect against the risk
that funds collected in the name of charity will be disposed of in the manner
most beneficial to charity.

Of critical importance to understanding the purpose of legalized
bingo in Mississippi is MISS. CODE ANN. Section 97-33-52, which requires
that after expenses, the net proceeds of bingo are to be expended for the
purposes for which the organization was established.  Only charitable
organizations may conduct bingo.  Consequently, it can be inferred that the
Legislature intended bingo to be a fundraising activity for persons who have
the intention of supporting charitable activities within the state.

Mississippi’s licensure provisions do not provide adequate legal
safeguards to insure that bingo activities and funds support charitable acts.
Adequate safeguards would be those necessary to insure that the charitable
purpose of bingo laws is carried out and would address the risks noted
above.   Specifically, these safeguards would include provisions to ensure
that licensees are reputable charitable organizations, that funds derived
from bingo operations go to charities, that the law clearly addresses the
charitable support requirements for all licensees, and that the
requirements for the use of lessors ensure that only a fair market value is
paid to real estate lessors.  The laws would also protect against cheats and
would make reasonable efforts to maintain a level playing field for the broad
range of charitable organizations which could qualify to operate bingo as a
fundraising activity.  The following discusses how Mississippi law
addresses these matters.

MISS. CODE ANN. Sections 97-33-52 through 97-33-67 establish
guidelines for persons who seek licenses to operate bingo halls.   As noted
above, these provisions of law require that a person seeking a license to
operate a bingo hall establish eligibility to operate a hall by establishing that
his or her purposes are charitable within the meaning of state law and that
he or she is morally competent to hold a license.

Specifically, Section 97-33-55 requires that an applicant for a bingo
license provide the Gaming Commission with the officers of the entity, the
location and times when games are to be conducted, the prizes to be given to
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players, the expense items associated with operating games, and the
purposes to which net proceeds of bingo are to be devoted and in what
manner.  These applicants must also be charitable organizations.  As noted
earlier, an organization may be considered charitable if it can provide a
copy of its application for Internal Revenue Code Section 501(c) or (d) status.

These requirements are necessary to carry out the purposes of the
Charitable Bingo Law.  The principal problem with these provisions is that
they lack additional protections found in other state’s laws which  protect
against licensees intent on using charity funds for non-charitable
purposes.  Specifically, the major weaknesses in Mississippi law are as
follows.

• State law does not require that applicants for a charitable bingo
license show a documented record of providing support to charitable
purposes.

Mississippi’s liberal licensure requirement does not require that a
potential licensee show any experience or history in providing charitable
services to the public or a portion thereof.  Specifically, MISS. CODE ANN.
Section 97-33-55 provides that charitable organizations desiring to conduct
bingo in Mississippi must do so with a license.  Section 97-33-53(b), which
defines charitable organizations, includes any not-for-profit organization
which has filed for its Internal Revenue Code Section 501(c) or (d) status.
Thus a new organization which has no track record of operating as a not-
for-profit charitable organization may obtain a license under Mississippi
law.  Because of the specific statutory allowance for 501(c) or (d) applicants,
the Gaming Commission is not legally authorized to apply a more stringent
standard (such as being a not-for-profit, tax-exempt organization for three
years) when making decisions as to who may legally obtain a license.

The state of Washington, a leader in both comprehensiveness and
detail of controls, requires that a licensee must show continuous operation
for twelve months prior to obtaining a license to conduct bingo.  Idaho also
requires that organizations exist for one year prior to licensing.  Maine
requires two years; Texas requires three years; and Indiana,
Massachusetts, and Nebraska require that organizations operate for five
years prior to obtaining a bingo license.

The essential character of these requirements is that an entity prove
that it is an ongoing not-for-profit organization.  States such as Washington
carry the requirements a step further by requiring continuous operation.
This requires that the organization prove that it has actually been
performing functions and has not simply been incorporated without
carrying out activities.

An example of a charitable organization which has been able to enter
into Mississippi charitable bingo without an established record of
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operations is Mississippi Wildlife Conservation, Inc., of Crystal Springs,
Mississippi.  This entity was first licensed by the Gaming Commission to
conduct charitable bingo in 1994, the year it sought its Internal Revenue
Code Section 501(c) status as a not-for-profit organization.  (See Appendix A,
page 33, for other states’ entry requirements into charitable bingo.)

According to its charter and by-laws, this organization was
established to:

-- be devoted to the preservation and development of better wildlife
and wildlife habitat for the future;

-- acquire tracts of land for conversion to habitat for wildlife;

-- assist federal and state agencies and other not-for-profit
organizations devoted to conservation; and,

-- serve as a holding agent for other state and federal agencies in
acquiring wildlife habitats.

Information PEER obtained from the Gaming Commission shows no
evidence that this organization has made material progress toward
meeting these charitable purposes.

While it is entirely possible that this organization may not always be
a licensee of the state of Mississippi, as it could in theory lose its charitable
status with the Secretary of State, more stringent laws governing entry of
charitable organizations into Mississippi’s bingo industry would make an
organization prove that it has a record of performing charitable works and
not simply provide a litany of good intentions evidenced by broad statements
of corporate purpose.

Under current law, regulators could have two possible remedies:

-- Refuse to re-license them in the future.  Under this procedure, a
dubious charity could lose its license if the Gaming Commission
could build a case that the licensee should not receive a license.
The Gaming Commission has used this remedy before to deal
with organizations which have not lived up to agency rules and
regulations.  Such matters are subject to appeal through the
courts of this state.

-- Rely on the Secretary of State to revoke the organization’s
charitable standing.  Many organizations which receive a bingo
license must also be licensed by the Secretary of State.
(Fraternal organizations and organizations not claiming not-for-
profit status under IRC Section 501[c][3] are not covered under the
Secretary of State’s regulatory powers).  If the Secretary of State
determines that a charitable organization has not carried out its
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charitable purposes or has in some way made fraudulent
representations in applications for charitable status, the Secretary
of State may bring administrative proceedings against the
charitable organization to revoke its charitable certification.
PEER knows of no instance in which the Secretary of State has
taken this action against a bingo licensee.

Both of the above-stated remedies are retrospective insofar as that they
would not bar an entity from being licensed, but could be used as a basis for
revocation of a license if a regulator finds the licensee failing to perform
charitable acts.

• State law is unclear as to how veterans’ organizations must use their
funds to meet the requirements of the charitable bingo law.

Under Section 97-33-53, the definition of a charitable organization
includes veterans’ organizations and not-for-profit civic, educational,
wildlife conservation, and religious organizations.  The latter are those
generally associated with purposes of providing support to charitable
causes such as child abuse prevention and church relief activities.
Veterans’ organizations generally provide support to their membership in
a variety of ways.    In some cases the support is social; in other cases, these
groups assist persons who are in need of medical care.  State law is silent
on whether veterans’ organizations should be required to provide a
material amount of assistance to the sick, homeless, or otherwise
unfortunate or whether they should continue to provide support to their
own members in the form of social activities.  In some instances this has
included contributions to bowling associations and to the ladies’ auxiliary of
the organization’s post.

• State law does not require bingo licensees to dedicate a specific
amount or percentage of their income annually to support charitable
acts.  State law also does not specifically authorize the Gaming
Commission to track the flow of funds from the licensee to charitable
uses.

MISS. CODE ANN. Section 97-33-55 requires that bingo licensees
include in their applications a statement regarding “the specific purposes
to which the entire net proceeds of the bingo games are to be devoted and in
what manner.”   Further, CODE Section 97-33-52 (2) provides:

Except as may be otherwise provided in Sections 97-33-51
through 97-33-203, all net proceeds derived from a bingo game
authorized by this section shall be expended only for the
purposes for which the organization is created.
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This provision is silent on when funds must be given to charity, how much
must be given to charity, and what constitutes support of a charity.

CODE Section 97-33-69 grants the Gaming Commission the authority
to review licensee expenses associated with operation of bingo games.
However, the commission has no explicit or implied authority to review
licensee expenses not associated with bingo. Under this law, the Gaming
Commission can monitor expenses of the bingo operations but cannot
monitor how funds are spent for charitable purposes.  (See Appendix A,
page 33, for other states’ controls on spending of bingo funds.)

Under current practice, the Gaming Commission can require that
the charitable organization operating bingo games maintain a bingo
account and a charity account.  Further, it can require that funds other
than those needed to operate the bingo games be transferred to the charity
account.  It has recently begun requiring that a bingo hall must annually
transfer forty percent of its adjusted gross income (total gross income
minus fees paid to the Gaming Commission and prizes paid) from its bingo
account to its charity account.  However, aside from reviewing the charity
account to insure that at least some funds were transferred to some
ostensibly charitable purpose, the Gaming Commission cannot legally
require that charitable organizations operating bingo games provide a
certain percentage of funds to actual charitable activities in any given year
or follow funds expended through an auditing process to insure that they
were expended for charitable purposes.  Consequently, licensees can
transfer funds to any organization in amounts as they see fit, without
oversight from the Gaming Commission.  (See Exhibit 1, page 15.)

Under current law, both well-intentioned and unscrupulous
organizations could transfer funds to charities which are related parties
because of common directors or key management. If the licensee is a well-
intentioned organization, such transfers may not be a problem. However,
such transfers could serve unscrupulous organizations by obscuring the
audit trail of funds and could be an attempt by the licensee to remove funds
from any potential oversight by the Gaming Commission. The commission
should have authority to determine how such funds are utilized by a related
party organization and trace funds until an unrelated organization is the
recipient (i.e., an organization without material financial ties or without a
key manager or director common to both). Granting the Gaming
Commission greater authority to determine how charities’ funds are
expended would benefit legitimate charities by empowering the commission
to detect abuses and rescind the licenses of unscrupulous organizations.

To illustrate how bingo funds can flow between related organizations,
PEER provides the following example.  While PEER does not use actual
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names in this example, this is an actual case of funds transferred between
entities.  The flow of funds between the related parties presented below is
not illegal and does not imply improper actions on the part of the
organizations involved.  The purpose of this information is to show how
easily large amounts of funds may be transferred between related parties
without oversight by the Gaming Commission.

Four bingo licensees, charities A, B, C, and D, are considered to be
related parties due to common directors or key management.  Related Party
X, which is not a bingo licensee, is also considered a related party to the
above organizations due to common directors or key management. PEER
reviewed the audited financial statements filed with the Secretary of State
for these five organizations and found numerous transfers of cash and
assets between the organizations.

For example, Related Party X, which began operations on October 9,
1995, and as of December 31, 1995, reported total assets of $327, assumed all
authority, responsibility, control, and liability beginning January 1, 1996,
for a number of programs from charities B, C, and D. In order to assist in
the operation of the transferred programs, charities B, C, and D donated
and transferred over $2.3 million in cash, investments, and assets to
Related Party X.  (See Exhibit 2, page 17.)

This example illustrates how easily assets are transferred between
licensees and non-licensees, which can obscure the audit trail used to
determine if the assets are being used for the benefit of charitable purposes
or being used merely to support the management and general expenses of
other organizations.  Licensees which operate several bingo halls under
different charitable organizations also may transfer assets to a related
party organization which is not receiving sufficient revenues from its
associated bingo hall. This offers the opportunity for funds being used to
support a struggling bingo hall instead of the funds being used for
charitable purposes.

Other states deal with this problem by requiring that licensees make
transfers of funds for charitable purposes in accordance with state laws,
rules, or regulations.  Washington bingo rules require that organizations
have a stated charitable purpose and show evidence of progress in meeting
that purpose prior to getting a license.  To ensure that the charitable or not-
for-profit organization has made significant progress toward meeting its
primary purpose, the organization must annually show the progress it has
made in meeting this purpose.  Major bingo operators must prove that sixty
percent of their net gambling income was used as functional expenses for
providing services to members or to the public.  Organizations which
cannot establish that they have met these requirements are not bona fide
organizations for purposes of the Washington gaming rules and statutes.

Idaho also has utilization rules.  Idaho state law requires that twenty
percent of gross bingo proceeds be used for enumerated charitable purposes



    Charity Licensee
B

       Bingo Revenue: 
$101,623

  Charity Licensee
C 
 

   Bingo Revenue: 
      $716,354

Charity Licensee
D
 

 Bingo Revenue:
     $799,348

      Transfers to
Charity Accounts

      Charity Licensee
A

$10,000

$103,148

$1,500 $55,450

$15,000

$91,500

$
3

0
7

,5
6

7

$
1

,1
9

2
,6

8
1

$904,771

Related Charitable Party X

Donations:  $1,205,915
Assets from related charities: $1,113,947

Other Revenue: $59,716

$2,000

Authority of Gaming
Commission to
regulate does not
extend below this
line

SOURCE: PEER analysis of audited financial statements.

Exhibit 2
Transfer of Funds Between Selected
Bingo Licensees and Related Parties
April 1995 through December 1996

      Charity Licensee
C

      Charity Licensee
B

      Charity Licensee
D

     Charity Licensee 
A

       
      Bingo Revenue: 

$(40,276)



18

provided for under the law.  An organization must show that proceeds are
used for charitable purposes.

• State law does not authorize the Gaming Commission to set
standards to control the methods used by appraisers conducting
appraisals of commercial property used in bingo operations.

Because the purpose of legalized bingo in Mississippi is support of
charity, the state has an interest in seeing that the expenditures of bingo
halls are controlled so as to maximize the amount of revenue available for
charities.  Current appraisal practices do not maximize the amount of
revenue that can be passed on to charity.

MISS. CODE ANN. Section 97-33-203 addresses the process by which
bingo commercial lessors obtain licenses and lease their property to bingo
licensees.  With respect to the appraisal process, this section provides:

No lease of any premises by a commercial lessor to any
charitable organization for a charitable bingo game shall
provide for payment in excess of the reasonable market rental
rate for such premises as determined by the average of (2) two
independent appraisals for the premises.  Such appraisals
shall be conducted by appraisers selected by the applicant for a
commercial lessor’s license from a list of state-certified
appraisers compiled and maintained by the commission.  The
appraisals shall be submitted by the commercial lessor as a
part of the application for a commercial lessor’s license.  The
commission may require that a third independent appraisal be
conducted by a state-certified appraiser, selected by the
applicant from the list. . . .

In determining the market value of a lease, some appraisers use a
conservative method by selecting properties located near the bingo hall.
Such an appraiser uses property in a shopping center where the bingo hall
is located to determine the fair market value.  In cities with competing
bingo halls, some appraisers consider the lease amounts paid by those
bingo halls in formulating an appraisal of fair market value.

In some cases, appraisers use only bingo halls as comparable for
determining market value whether or not there are other bingo halls in the
community wherein the subject property is located.  With these appraisers,
it does not matter if the bingo hall is located in a particular town in
Mississippi, the comparable will come from other cities in Mississippi with
bingo halls.  PEER also noted that in some cases, bingo commercial lessors
procure the services of appraisers who have used information on bingo
halls in other states as a basis for arriving at the fair market value of
property used for bingo halls in Mississippi.  These differences can be
attributed to the fact that the lessor, not the charity, is responsible for
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selecting and paying the appraiser.  A lessor is interested in getting the best
return on his investment, but is not necessarily interested in maximizing
the benefit transferred to a charitable activity.  While it is not uncommon
for lessors to seek the best price available to them through the use of
appraisers who give favorable appraisals, the regulated industry of
charitable bingo is conducted for the benefit of charitable activities.    In this
case, the state has an interest in seeing that the means and processes used
to appraise property are reasonable and fair to the property owner, but
which also insure that potential returns to charity are diminished only by
the amount necessary to pay a lessor a fair price for his property.

Presently,  the Gaming Commission could refuse to list an appraiser
as approved but the law does not authorize the commission to make
provision for acceptable practices appraisers may use in conducting bingo
hall appraisals.   Under these conditions, it is questionable as to whether
the commission could have a rational basis for removing an appraiser from
the list of approved appraisers, absent more statutory authority.

PEER determined that appraisers do not use a consistent
methodology in conducting appraisals of bingo halls.  This is exacerbated by
the fact that state law does not allow the commission to select an appraiser
of its own choosing to perform an appraisal if it finds appraisals submitted
to it by lessors to be excessive in their estimate of value.  The net effect of this
condition is that bingo licensees often pay much more in rent to their
lessors when they acquire their leasehold interest from the owner of the
building.

Protection Against the Cheat Risk

Do state law and commission practice protect against the cheat risk?

Current law authorizes the commission to inspect bingo halls and
insure that games are conducted fairly.   The commission has in place a
procedure whereby patrons may complain to the commission regarding
alleged unfair aspects of bingo operations.  Commission agents may
investigate complaints to determine if there is a basis for concluding that
games are conducted in violation of state law or commission rules.
Commission agents may also recommend to bingo halls that patrons
treated unfairly be compensated for winnings not paid.  Compliance with
this is voluntary.

MISS. CODE ANN. Section 97-33-65 authorizes the Gaming
Commission to inspect bingo halls and insure that the games are fairly
held.  The commission has established a procedure whereby agents of the
commission may receive and investigate complaints against bingo
licensees.  In reviewing a sample of cases, PEER determined that many
complaints are made by customers who contend that they actually
“bingoed” and that the employees of the bingo hall did not recognize their
bingo.  If agents conclude that the complaint is true, the agent will
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recommend to the bingo licensee that it pay the patron.  PEER determined
that the files contained evidence of witness statements and actual bingo
cards when a patron argued that he had “bingoed.”  Thus the commission
makes reasonable efforts to review complaints regarding cheating and
attempts to resolve them.

Protection Against the “Even Playing Field” Risk

Do state law and commission practice protect against the level playing field
risk?

While state law has provided adequate definitions of a bingo session
and the length of a session, commission regulations do not conform with
state law.

State law provides some control over the amount of time bingo halls
may conduct called bingo in a given week.  MISS. CODE ANN. Section 97-33-
67 places limits on the amount of money a bingo hall may pay (no more
than $7,500 per session of called bingo).  A limit of $8,000 in prizes is
allowed for halls which play only one session of called bingo per week.
CODE Section 97-33-53 defines a “session” as any five-hour period in a day,
or any one six-hour period in any week.  This same section defines a week
as the seven-day period beginning at 12:01 on a Monday and ending at
midnight the following Sunday.  A day is the twenty-four-hour period
running from midnight to midnight.  CODE Section 97-33-67(1)(a) restricts
bingo licensees to no more than eight sessions per week and no more than
two in a day.  (See Appendix A, page 33, for other states’ laws regarding
length of bingo sessions.)

The Gaming Commission has explained this scheme of regulation as
a method for giving small bingo halls a means of competing with large
halls by restricting the amount of time the large halls may operate.   While
state law is clear on the subject of how long a session must be, Gaming
Commission rules have created considerable confusion on this subject.

• The Gaming Commission regulation addressing the length of a
bingo session is not in compliance with the letter of MISS. CODE A NN.
Section 97-33-67.

The Gaming Commission’s Regulation A, Section 2, paragraph (x)
elaborates on the above-cited legal definition of a “session” and in so doing
contradicts the statutory definition.    Specifically, the regulation states:

 . . .A session may be less than five hours, and in no case may
an organization hold more than eight sessions in a week
regardless of the total number of hours played in a session.
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Clearly, the regulation attempts to allow for sessions of less than five hours
in duration.  Some bingo halls operated by one Jackson area licensee have
relied on this provision and have operated sessions of shorter duration than
five hours.  At the same time other licensees have been concerned that by
allowing this to occur, the Gaming Commission has in some way extended
a benefit to one licensee which it has not, or would not have, extended to
others.  PEER has found no evidence of the commission’s allowing some
halls to have short sessions while seeking sanctions against other halls for
essentially the same pattern of conduct.

The Gaming Commission is considering a change in its rules which
would require that a session be five hours.  The proposed rule would allow
play for a period of no less than three hours.

Adequacy of the Bingo Division’s Operations

In reviewing the operations of the Bingo Division of the Gaming
Commission, PEER answered the following question with respect to the
agency’s performance in applying existing rules and statutes:

Does the Gaming Commission effectively implement bingo laws and
regulations?

While the Gaming Commission has procedures and personnel to
determine whether persons seeking licenses have criminal backgrounds or
otherwise are of poor moral character, the agency lacks the resources and
trained personnel capable of performing the financial and auditing
component of its mission.  Thus the agency cannot properly analyze
licensure information and other financial data to determine whether bingo
licensees comply with the law.  This problem is partly attributable to
inefficiencies created by law and also to historical staffing patterns which
have emphasized hiring law enforcement personnel rather than auditors.

Responsibilities of the Bingo Division

State law provides for a system of licensure and ongoing regulation of
bingo licensees.  Such licensure and regulation require review of
individuals’ fitness to run a bingo hall and financial evaluation to ensure
that suppliers have no financial ties to bingo halls or to other persons
profiting from bingo operations and that expenses are legitimate in
accordance with state law and Gaming Commission regulations.

To meet the complexities of bingo regulation, the Gaming
Commission has promulgated policies and procedures to govern the
licensure process and the inspection process.   These policies require the
review and inspection of financial and law enforcement records to ensure
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that licensees are of good moral character and do not own interests in
related bingo industries.  Agents of the Gaming Commission conduct
inspections to determine whether the games are conducted in accordance
with laws and rules of the commission and to determine whether bingo
halls properly report bingo session activity and expenses.

In determining the fundamental characteristics necessary for a
regulatory agency with the responsibilities of the Gaming Commission,
PEER determined that at the most fundamental level the agency should
have:

-- personnel with educational background and training to carry out
diverse tasks associated with regulation;

-- a method for managing its personnel, including a method for
determining whether the division’s rules are enforced
consistently;

-- a system of imposing sanctions with both substantive rules and
procedural rules which ensure that parties are entitled to due
process under law; and,

-- an efficient system for regulating bingo licensees.

Education, Training, and Financial Records Review

• The Gaming Commission’s bingo agents lack the financial
background to conduct some of the legally mandated licensure
reviews and bingo hall audits.

The Gaming Commission has a detailed set of substantive statutes,
policies, and procedures governing licensure and inspection procedures of
its agents.  These provisions are intended to protect against the risk that
criminals or persons with a motive of profit become involved in the
operations of bingo halls.   These provisions require that agents perform a
variety of checks to insure that licensees are not convicted felons nor are
financially involved with other licensees.  These substantive requirements
are discussed below.

MISS. CODE ANN. Section 97-33-81 states:

No organization which conducts charitable bingo games shall
be a manufacturer, distributor or operator of supplies or
equipment for such games.

No officer, director or manager of an organization which
conducts charitable bingo games shall:
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(a) Have a direct or indirect financial interest in any entity
which manufactures or distributes supplies or
equipment for charitable bingo games;

(b) Serve as an officer, director, shareholder, proprietor or
employee of an entity which manufactures or distributes
supplies or equipment for charitable bingo games; or

(c) Serve as an officer, director, shareholder, proprietor or
employee of a commercial lessor who leases buildings,
structures or premises to organizations licensed under
the provisions of Section 97-33-51 through 97-33-203.

Sections 97-33-71 and 97-33-73 require that licensees provide financial
reports to the Gaming Commission and authorize the commission to
examine the books and records of licensees and require that agents perform
audits of bingo halls to insure that bingo account expenses are in
accordance with law and regulations.  Clearly, these standards require
that agents analyze financial records to determine whether applicants
possess prohibited ownership interests.

In reviewing the commission’s personnel records, PEER determined
the following about the agents’ identified elements of work and their
training and background:

-- Approximately thirty percent of the tasks agents identified as
being critical to their work were related to review of expenses from
the bingo account, inventorying of supplies, or auditing of bingo
licensees.

-- None of the current agents have formal education in accounting.

-- The  agency has not provided any formal training in accounting
or auditing to its personnel in the form of in-service or self-study
programs.  One agent has taken Internal Revenue Service
training in auditing.

The agents are trained law enforcement personnel who have been
certified by the Board of Law Enforcement Officers Standards and Training.
To be so certified, agents must complete a course from one of the state’s
training academies.  This ensures that agents will have some fundamental
knowledge of investigative procedures and can effectively perform those
acts generally associated with enforcing laws of the state.  It does not,
however, ensure that agents will be able to conduct audits of licensees or be
able to evaluate financial records of licensees.

The lack of accounting expertise in the organization impairs the
commission’s capacity to ensure that applicants and licensees are in
compliance with laws because the staff cannot conduct detailed financial
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analysis.  Consequently, applicants for a charitable bingo license could own
interests in commercial lessors, manufacturers, or distributors and
commission personnel would not be able to detect such an interest.   This
may also explain another problem of the regulatory effort:  the lack of
adequate financial information necessary to conduct financial evaluations
of license applicants.  A staff of auditors with experience in conducting
financial audits or evaluations would be more likely to take steps to insure
that the agency obtains complete financial information on applicants.

• The Gaming Commission does not obtain the necessary information
from license applicants to conduct the financial reviews required by
law.

The Gaming Commission obtains and reviews federal tax returns of
bingo licensees to determine sources of the licensees’ revenue. Specifically,
commission reviews the returns to determine whether the licensee receives
revenue as a manufacturer, distributor, or operator of supplies or
equipment for bingo.  However, the commission does not always require the
licensee to provide supporting statements, attachments, and forms to
document information appearing on the forms unless the agent reviewing
the forms has questions.  If questions arise, the commission can request
the additional information. PEER reviewed the tax returns of ten licensees
and found no supporting statements, attachments, or forms in the files.

The Gaming Commission obtains individual federal tax returns of
officers, directors, and managers from organizations conducting charitable
bingo games to determine the compliance of each individual with CODE
Section 97-33-81.  The commission does not usually obtain supporting forms
such as W-2, which provides information on salaries and the individual’s
employer(s), or the 1099, which provides information on income from
interest and dividends.  If an agent has a question, this information may be
requested.

  Without complete tax returns including attachments, form W-2s,
and form 1099s, the commission has no way of determining the source of a
person’s income.  Without source information, the commission cannot
determine whether a person applying for a license has had any financial
connections to other licensees which would be prohibited under law.  This
situation could allow individuals to own interests in such entities as
lessors, manufacturers, and distributors  and never report these sources of
income.
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Management and Oversight of Agents

• While the Bingo Division has comprehensive policies governing the
setting of work plans and the reporting of work activities, the division
does not presently enforce these policies.  The lack of consistent
application of these policies leads to inconsistent enforcement of
bingo rules and regulations.

Because the Gaming Commission has responsibilities throughout
the state, with agents based away from the central office, it is necessary for
the agency to develop a management system to insure that agents
consistently apply gaming regulations when they inspect bingo halls and
carry out reviews associated with the issuance of licenses.  The following
summary of Gaming Commission procedures describes an adequate
system for managing a decentralized network of professionals who must
exercise initiative and independence in performing their work.  These
policies describe a system which allows central management to receive
information on what each agent intends to do with respect to inspections
and background checks and what each agent accomplished in the previous
month.   If this system were completely implemented, it would ensure that
management has the means  of monitoring work performed and work
planned for the upcoming month and for ensuring consistency of
application of commission regulations.

Standard operating procedures of the commission include the
following provisions for employees’ reporting to Gaming Commission
management:

-- Policy 3.1 Requiring Work Schedules:   This policy requires that
each agent submit to the Gaming Commission a report of planned
activities for the upcoming month.  The schedule is required to
show each type of inspection the agent will carry out at each
location, as well as the estimated amount of time to be spent on
each inspection.

-- Policy 3.2 Monthly Activity Reports:  This policy requires that
agents submit to the central office a report of activities carried out
in the previous month, including a description of activities and
the amount of time spent on these activities.  This type of report,
combined with the type required by Policy 3.1, provides a form of
time management system for agents as well as a tool for
monitoring agent field activity if the supervisory personnel in the
central office choose to do so.

-- Policy 5.1  and  5.2 Site Inspections:  This policy provides for agent
inspections of bingo operations.  This rule requires an initial
inspection to inform bingo licensees of the requirements of the
laws and regulations of the commission and follow-up inspections
to ensure that the licensee is abiding by state gaming laws and
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regulations.  Inspections are to be documented with written
reports of the conditions observed at the bingo halls.  All
inspection reports are to be sent to the Jackson office.

-- Policy 6.1 Violations of Regulations and Laws:  This policy
requires agents to forward any recommendation that a bingo
charity be cited for violating laws or regulations to Jackson for
review by the division director.  The division director is
responsible for determining whether the agent has established a
case for citing a bingo hall for a violation.

These policies establish the basis for managing a diffused regulatory
responsibility.  However, the Gaming Commission has not fully complied
with its own regulations.

Personnel of the Bingo Division have noted that agents do not
transmit inspection reports to Jackson except in those instances in which
the agent has noted that a potential violation has occurred.   Further, this
year the division, because of a reduction in the number of supervisory
personnel, decided not to require that agents forward their inspection
activity reports and work schedules.   The division has complied with its
policy requiring that the central office, and not the individual agent, be
responsible for citing bingo halls for violations of laws or rules.

 Systems such as those provided for under commission rules ensure
that there is in place a means of effectively managing staff dispersed
throughout the state.  The commission’s decision not to require the filing of
work plans or activity reports or the submission of inspection reports leaves
the commission without a means of reviewing the field work of agents
when they inspect bingo halls.  This lack of information could lead to
problems of inconsistency in rules enforcement.  Several bingo licensees
have complained that the commission has been inconsistent in rules
enforcement.  In particular, bingo licensees have noted the following as
examples of problems they have with inconsistency in rule application or in
getting assistance from the commission:

-- In one documented instance, the division failed to give a warning
to a bingo hall prior to citing the hall for a violation.

-- The division has been inconsistent in considering some items as
allowable utility expenses of bingo operation (e.g., pest control,
cable television).

-- The commission does not keep complete appraisal files for all
commercial lessors who change their rental terms.  Commercial
lessors must provide two appraisals of their property when they
are about to raise the rent. While in almost all cases, the Gaming
Commission had on file two appraisals for each lease that was
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going to have an increase in rent, in two cases (in Cleveland and
Yazoo City) lessors  did not have two appraisals in the files.

Further, the lack of a formal process for reviewing the observations and
assessments of agents deprives the agency of a source of information on
which areas bingo licensees are having difficulty applying or
understanding the law and regulations.

These problems can be attributed in part to the lack of supervisory
personnel at the Bingo Division.   The current branch director for the Bingo
Division, the subordinate of the Division Director for Bingo, has decided not
to require that monthly work schedules and activity reports be provided to
the agency, as he is currently the only manager in the Bingo Division and
does not have the time to carry out his functions and review all such work
plans.  The director of the Bingo Division has been ill for several months
and has not been available to provide leadership to his division.  Further,
the Gaming Commission transferred a Special Agent position to other
duties in the division.  This has left the current branch director of the Bingo
Staff carrying out the duties of his superior and his key subordinate as well
as his own duties.  Currently this person must provide all of the
supervision to his field staff and office staff as well as work with the
commission in carrying out commission rules relating to modification of
agency policy.

In recent months, the Bingo Division has instituted regular staff
meetings between the current branch director for bingo and the agents.   At
these meetings the staff are to discuss matters they are dealing with in the
field and ways by which they might resolve consistency matters in the
application of rules.  Complaints against agents regarding professional
competence or behavior are handled by the Investigations Division of the
Gaming Commission.

Sanctions

MISS. CODE ANN. Section 97-33-50 et seq. and rules of the Gaming
Commission provide sanctions to be used by the Bingo Division.  A charge
brought against a bingo licensee for discipline must be brought before a
hearings officer of the commission.  At such hearings, attorneys for the
commission and the licensee present testimony and offer tangible evidence.
Decisions of the hearings officer are reviewable by the entire commission.
Decisions of the commission may be appealed to the circuit court of the
county wherein the licensee is located.  PEER determined that weaknesses
exist in the procedures applied by the Gaming Commission with respect to
sanctions, including license revocations or denials.  The standard for
reviewing the provisions of rules cited below was whether they would pass
constitutional muster if attacked and whether they promote fair resolution
of disputes.
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• The regulation addressing hearing procedures for licensees places
the burden of proof in a proceeding upon the licensee, which may be
constitutionally defective.  Further, agency practice does not allow
parties to argue errors of law before the entire commission, which
creates the possibility that the commission would not be able to
correct errors made by the hearings officer before the matter is
appealed to circuit court.

Specifically, Regulation KK, Section 3, provides:

In any hearing before the commission, or the hearing
examiner, the burden of proof shall be on the licensee to show
compliance with the Charitable Bingo Act, and the regulations
promulgated thereunder.

While Gaming Commission staff have noted that they do not require
the licensee to meet this burden, some attorneys who have represented
bingo charities have expressed concern regarding this regulation.
Generally, in most administrative proceedings in this state and in others,
in proceedings wherein penalties are imposed, the burden falls on the state
to prove that irregularities in a licensee’s operations have occurred and not
on the licensee to prove that he has acted in conformity with the law.  The
current provision could be found unconstitutional as a violation of due
process.

Gaming Commission Regulation KK also establishes procedures for
practice before the Gaming Commission and its hearing examiners.  While
evidence may be presented before the hearings officer, appeals to the full
commission are limited to the record made below.  Several attorneys who
have practiced before the commission have noted that the commission will
not allow attorneys to present possible errors of law made below by the
hearing examiner.

While it is not necessary for errors of law to be argued before the
commission, allowing attorneys to make their arguments in written form
before the commission could enable the commission to correct errors at the
administrative level and thus reduce the possibility of lengthy expensive
appeals before the circuit court.

Annual Relicensure and the Regulatory Process

Under MISS. CODE ANN. Section 97-33-57, bingo licenses must be
renewed annually.  This applies to all licenses, whether for a charity, a
commercial lessor, a manufacturer, or a distributor.
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• State law regarding annual relicensure of all bingo licensees
requires agents to devote virtually all of their working hours during
the late summer and early autumn of each year to such relicensure,
to the exclusion of other important regulatory activities.

In addition to management issues discussed above which affect the
efficiency of agency operations, the Gaming Commission deals with a
legally imposed hurdle to efficient operation of the agency.  At present,
MISS. CODE ANN. Section 97-33-57(3) requires that licensees be relicensed
annually.  This requires that agents responsible for regulating bingo
operations also work on the requisite background checks for licensees.
Added to this is the provision of Section 97-33-57(4)(e) which provides that
the commission must act on an application within sixty days of filing or it is
automatically accepted by operation of law.

Currently the Bingo Division has ten agents on staff (with twelve
positions).  Based on information provided by the Gaming Commission on
licenses due each year and on assumptions on the number of work hours
available to an employee in a year, PEER determined that agents will
require approximately 230 hours of background check time during the six-
week period between August 1 and September 15 of each year in order to
have work complete for a mid-September commission meeting when
licenses will be either approved or rejected.  (Most licenses are due for
renewal in October of each year.)  This means that agents will not have
much time to carry out inspections of bingo halls or to review complaints
during a normal work month of 160 hours.   (See Appendix B, page 37, for
an analysis of agent time devoted to licensure background checks.)

Approximately fifty more licenses come due for renewal between
October 5 and November 21.  Consequently, agents must begin working on
these matters by late September in order to meet licensing deadlines.  As a
practical matter, agents must spend an overwhelming amount of time in
August, September, and October working on licensure matters and leave
other regulatory matters for whenever a free hour may become available.
This means that the regulation of halls and the investigation of complaints
will be of secondary importance during these periods of the year.
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Recommendations

Legislative Recommendations

1. The Legislature should amend MISS. CODE ANN. Section 97-33-53 to
require that a charitable organization have IRC 501 (c) or (d) status for
three years prior to being eligible for licensure.  Also, the Gaming
Commission should require the applicant organization to document
that it has made significant progress toward meeting its corporate
purposes prior to becoming licensed.

2. The Legislature should amend MISS. CODE ANN. Section 97-33-57 to
authorize the Gaming Commission to:

-- require that licensees submit plans to the commission detailing
what charitable activity they intend to support for the period of the
license;

-- require that the licensee report to the commission all transfers
made in support of charity;

-- audit the transfers of funds from licensees to any other entity
which has one or more common officers;

-- revoke the license of any licensee which has failed to comply with
the provisions of its business plans or which makes contributions
to any organization which fails to provide material support (as
defined by the commission) for charitable activities; and,

-- ensure that revenue from charitable bingo operations is used in
support of charitable purposes.  The commission should have the
authority to determine how funds generated from bingo
operations and transferred to the charity account are expended.
The commission should also have the authority to determine what
percentage of the funds from bingo operations may be used to
support a charity’s management and general expenses and how
much must be used to support charitable purposes.

3. The Legislature should amend MISS. CODE ANN. Section 97-33-203 to
require the Gaming Commission to:

-- establish lists of approved appraisers to perform commercial lease
appraisals;

-- prohibit the practice of using bingo halls as comparables in
appraisals unless they are in the same local area as the facility
being appraised; and,
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-- require that a lessor use an appraiser of the commission’s own
choosing if, in the opinion of the commission, the appraisal
submitted by the lessor is invalid or is otherwise suspect.  Lessors
should be required to pay for the appraisal.

3. The Legislature should amend MISS. CODE ANN. Section 97-33-52 to
clarify the responsibilities of veterans’ organizations with respect to
charitable contributions.  Changes in law should make clear whether
veterans’ organizations should be responsible for providing support to
charitable activities other than the operations and upkeep of the
veterans’ organization.

4. Because the current annual licensure requirement places a
considerable burden on the regulatory capacity of the Gaming
Commission, the Legislature should amend MISS. CODE ANN. Section
97-33-57 to provide for two-year bingo licenses which come up for
renewal at staggered intervals.

Administrative Recommendations

5. The Gaming Commission should study specific duties of the licensure
and regulation process and compare them with capabilities of
commission staff to determine whether any vacant positions could be
committed to the Bingo Division or whether other commission staff
could provide assistance to the Bingo Division to conduct financial
analysis.  In the event that no vacant positions could be reallocated or
assigned to the Bingo Division or that no other commission staff could
assist the Bingo Division, the commission should study alternatives for
providing the Bingo Division with financial analysis support.

6. The Gaming Commission should begin obtaining from licensees and
applicants all necessary documents for complete financial reviews of
persons involved in bingo operations.

7. The Gaming Commission should adhere to its policies regarding work
plans and work accomplished.  It should also continue its practice of
meetings between the enforcement agents and management to discuss
problems in enforcement.  Commission management should take
steps to return to the Bingo Division any positions which were
transferred out to other divisions of the agency and should provide
additional management personnel in the Bingo Division to assist the
current Branch Director.

8. The Gaming Commission should amend Rule KK to allow for
attorneys representing the licensees and the state to argue errors of
law in written briefs before the commission.  Further, the commission
should amend Rule KK to shift the burden of proof to the state in
matters involving penalties.
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9. The Gaming Commission should continue to develop rules and
regulations which are consistent with state law concerning length of
bingo sessions.



Appendix A

Summary of Selected States’ Controls on Charitable Bingo Used to Restrict
Entry, Control Charitable Expenditures, and Regulate Session Length

Entry Controls

State Citation Entry restrictions

Alabama Local control Regulated at county level

Arkansas No charitable bingo NA

Idaho Idaho Code 67-7702 1 year of existence and has 501(c)
status

Indiana Indiana Code 4-32-6-20 Civic, veterans, educational, political,
or senior citizens organization for 5
years and tax-exempt under Section
501(c)

Louisiana La. RS  Section 33-4861.2 A not-for-profit organization
domiciled in LA with federal tax-
exempt status

Maine Maine Revised Statutes 17-
13A- 314

2 years of existence as a not-for-profit
organization

Massachusetts Mass. Lottery Commission
rules, Ch. 10, Sec 38

Fraternal organizations, support
organizations for volunteer fire
departments, ambulance services,
retarded children, and veterans;
organizations in existence for five
years

Nebraska Nebraska Bingo Rules  316-
35-201.5,  and 201.06

Five years of existence and a history of
carrying out its lawful purpose during
that period.   The state may request
information establishing that the
organization has been carrying out
charitable purposes during that period.

South Carolina S.C. Code  Section 12-21-3920 Charitable, religious, or fraternal
organizations which are tax exempt
under Section 501(c)

Tennessee No charitable bingo NA

Texas Title 6, Art 179d,  Sec 2 Existence for 3 years, has 501(c) status

Washington Commission Rule WAC
230-04-024

1 year and tax-exempt status

SOURCE:  PEER’s review of selected states’ statutes and bingo regulations.
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Charitable Spending Controls

State Citation Spending  restrictions

Alabama Local control NA

Arkansas NA NA

Idaho Idaho Code  67-7705 20% of gross for charity.   The section
enumerates the types of activities
which may be funded, including
civic, educational, scientific testing,
safety, or literary purposes.  The
organization may also use funds to
construct facilities.   No funds may be
used to compensate corporate officers
directly or indirectly.

Indiana Indiana Code 4-32-9-16 Net proceeds to be spent on the lawful
purposes of the organization.

Louisiana La. RS Section 33-4861.2 Net proceeds to be spent on the lawful
purposes of the organization.

Maine Maine Revised Statutes 17-
13A-326

Funds may be used for the lawful
purposes of the organization.   Funds
may not be paid to members except to
pay costs associated with illnesses.

Massachusetts Mass. Lottery Commission
Rules, Ch. 10, Sec 38

Funds used for charitable, religious,
or educational purposes.   Funds shall
not be distributed to members of the
organization.

Nebraska Nebraska Bingo Rules 316-
35-201.01, 201.02, and 201.03

Bingo profits may be devoted to lawful
purposes of the organization.   These
include religious activities,
educational activities, social
activities of the organization, and
defraying the costs of operating
fraternal organizations’ activity.
Donations outside of the organization
may be devoted only to the support of
the state and its institutions, the
United States, a local community
chest organization, or to the posts of
veterans’ organizations.
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State

South Carolina

Citation

SC 12-21-4100

Spending restrictions

Funds must be distributed to a
charitable purpose. Requires reports
on the purpose to which the net
proceeds are to be applied.
Organizations must keep records
necessary to substantiate these
reports.

Tennessee NA NA

Texas See Title 6, 179d Sec 2, and
See Title 6, 179d Sec 12.

Requires that net proceeds be devoted
to charitable purposes and defines
charitable purposes.   Also requires
that the licensee designate in his
application the charitable purposes to
which the net proceeds will be devoted.

Washington WAC 230-08-255, 230-04-024,
and 260-08-255.

Requires charity submit plan of
action outlining activities it intends
to support.  Charity must make
significant progress in meeting goals
for relicensure.
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Session Length

State Citation Session length restrictions

Alabama Local control NA

Arkansas NA NA

Idaho Idaho Code 67-7707 No more than 3 sessions per week, no
more than 8 hours per session.

Indiana Indiana Code 4-32-9-18 No more than 1 event per day (8 hours
is the maximum duration of an
event), no more than three events in a
week, and no more than two
consecutive nights of events.

Louisiana LAC 1.1703, La RS    33-
4861.11

No more than one session per day
(four hours per session).  Bingo may
not be played more than 15 days in a
month.

Maine Maine Revised Statutes 17-
13A-314

Not allowed on Christmas or before 11
a.m. on Sunday.   Not allowed
between the hours of midnight and 7
a.m.

Massachusetts Mass. Lottery Commission
Rules, Chapter 10, Sec 58

No more than 2 days per week.   On
one day, the games may not begin
before 6 p.m. and may not last past
midnight.   On the other day, games
may not begin before 1:00 p.m. and
last past 6:00 p.m.

Nebraska Nebraska Statutes 9-241.03 No more than two occasions per week.
An occasion has no set duration but is
when bingo games are played.

South Carolina SC 12-21-3620 A session may begin after 1:00 p.m.
and last through 1:00 p.m..   No limit
is placed on the number of sessions
per week.

Tennessee NA NA

Texas NA Local option.

Washington WAC 250-02-104 A session is a continuous series of
games with only brief intermission.



Appendix B

Analysis of Agents’ Time Devoted to Bingo Licensure Background Checks

If one assumes that the level of filled agent positions will continue to
be ten:

• There are 2087 work hours in a year per employee.

• Based on the Job Content Questionnaire for an agent’s position,
40% of an agent’s time is spent on licensure-related matters and
investigations.  This is the total amount of time available for
investigating licensees.  Staff estimates that at best, it takes
approximately 4 hours to perform a background check.

• There are 186 licensed entities of all types (charities, commercial
lessors, manufacturers, etc.), with 96 due on or about October 1.

• According to commission staff approximately 6 persons must be
reviewed on average per licensee.

This poses the greatest difficulty for the Gaming Commission during the
months of August and September.   Because 96 of the licenses expire during
the month of October, the Gaming Commission must commit the following
time to licensure in August and September in order to have the licensure
work prepared for the mid-September commission meeting (assume that
the Gaming Commission is working on licenses that expire on October 1,
1997):

96 x 6 x 4 = 2,304 hours

2,304/10 = 230.4   per agent between August 1 and September 15.

Assuming that normal weekly work time for an agent in a month is 160
hours, most of an agent’s time will be consumed performing background
checks.   In the event that a check takes longer to perform than 4 hours, an
agent will have to perform the work and request compensatory time for
extra hours worked.

SOURCE:  PEER analysis of Bingo Division records.
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