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On September 18, 2013, the Executive Director of the Michigan Gaming Control Board, Rick Kalm, issued new rules citing that the current rules are antiquated, do little to guarantee proper regulation of the games, and do not provide sufficient protection to the public or the non-profits that participate in these games. Unfortunately, since he failed to consult with the charities in this process, his rules only increase the likelihood that that the charities will be unable to conduct these events successfully in the future, and create more problems for his own regulators as they try to learn the industry and regulate it to keep those who would do harm to the charities out.
The charities have been successfully conducting profitable millionaire party events since about 2008 when they discovered an operating model that makes millionaire party events profitable for them and their charitable activities while executing well-run and popular poker games that poker players want to attend, thereby increasing the charity’s ability to have a successful event, within the spirit of the Bingo Act which was enacted in the 1970 and pursuant to the Act and agency regulations.  The Rules that the Executive Director has introduced will completely destroy the successful operating model that the charities have thrived under over the past 7 years. This model includes:
· charity involvement and oversight of the event
· fixed locations, 

· licensed suppliers
· trained dealers,

· trained game managers who are knowledgeable of game operation and dispute resolution and can provide professional advice to charities who are responsible for game management
· hours of operation that are desirable to the public, and

· popular, casino-style games such as Texas Hold’em.

Every regulator in every department has been an advocate for the industry that he or she has been regulating. But, in the case of Director Kalm, since the authority to regulate charitable gaming was transferred in 2012 from Lottery to his authority, it is clear he has been nothing but an opponent to the charities as evidenced by his insistence on pushing for these rules without consulting the charities who believe they are most harmed by them. 
While there are 10 rules of concern listed in this document, a handful of them will be the death of these popular events that raised more than $15.5 million in net proceeds for Michigan’s most needy in 2012.  They also support several small businesses and hundreds of jobs.  A summary of those critical rules are cited below:
1. Limiting a location to just 30 millionaire party licensed events per year [R432.302 Rule 302 (3)]

2. Requiring charities to staff events with a minimum of 5 members onsite at all times [R432.310 Rule 310 (6) & (7)]

3. Requiring charities be experts in the games of chance being played at millionaire party events by removing their ability to hire operational assistance [R432.310 Rule 310 (10)]

4. Changing the hours of operation from 8am – 2am to 8am – midnight [R432.311 Rule 311]

5. Limiting a location to 1 charity per day [R432.302 Rule 302 (2)]
The legislature needs to act on the following rules. Below is an overview of the impact of each proposed rule on the charity’s ability to raise revenue at these events.
1. R432.302(3) The executive director shall not authorize more than 30 days of millionaire party events to occur at a location in a calendar year.

Charity poker at fixed locations is critical to the operating model that makes these events profitable and workable for charities.  

The benefits of a fixed location include all of the following:      
· game participants know where to go and what to expect when they get there;

· charities avoid the expense of advertising the date, place and time of their fundraiser;

· experienced game dealers and game managers:  jobs are created for personnel trained to deal the games and handle game-related dispute resolution;
· locations/suppliers have an incentive to invest in furniture suited for these specific events such as cashier desks, lockable cabinets to store chips and cards, etc.

· locations have an incentive to invest in surveillance equipment for cashier desks.

· Millionaire party equipment can be left onsite in a secure facility.

The detriments of limiting the number of days a location can rent space for millionaire party events:

· Charities/Suppliers will be required to recruit experienced game dealers at least 6 weeks prior to their event in order to include names and background checks with the Millionaire Party License Application.  Background checks and references will need to be verified first.  Meanwhile, charities have to rely on these individuals not to find gainful employment elsewhere.  
· Charities originally began working with suppliers in fixed locations in the mid-2000’s because they recognized that they could raise significant revenue when poker players knew they could always find a well-run, well-managed, and legal game at the same location.  Charities knew they could count on players attending their event because the players were attracted to the game going on at the fixed location.  They will be unable to attract the same committed clientele if they are moving their location every 30 days.
Moreover, by allowing the events to occur at one fixed location all year, it actually helps Director Kalm, Executive Director of the Michigan Gaming Control Board regulate the games the way he repeatedly expresses they should be regulated.  For example, Director Kalm constantly expresses concerns over gaming integrity, a lack of internal controls, lack of surveillance cameras, etc.  The MGCB retained the services of a gaming consultant who assessed the activities at numerous millionaire party events.  He identified the need for chips and cards to be kept in a locked and secure location, and repeatedly mentions the need for surveillance cameras over the cashier cage.  

 If a charity rents a location for a single event, there is no guarantee they will have secure storage space for chips and cards, or a cashiers cage for charity transactions.  Surveillance cameras are even more unlikely.  A location that wishes to rent space for millionaire party events has an incentive to provide these items to charities.

If event locations are not allowed to rent space for millionaire party events on a continuous basis, the challenges to charities will be insurmountable and they will discontinue using this legal form of fundraising for charities.  This is what the casinos want, and this is what Director Kalm wants.  It does not help the charities, but rather hurts both the efforts of the MGCB and their ability to raise meaningful revenue from this activity.
2. R432.310 (10)   … only bona fide members of the qualified organization… may perform the following: (g) Monitoring the games and verifying all games have been conducted in conformance with the rules of the game;  

Under the regulatory structure that has been in play since the inception of the Bingo Act in 1972, licensed suppliers or locations are allowed to advise the charities about the operation of an event.  They can make recommendations to the charities about rules of a game, how to best attract poker players to their events, and how to stay compliant with the law.  Operation assistance includes experienced dealers and management staff knowledgeable in game operation and dispute resolution. 

The proposed new rules require that each charity has this knowledge.   They must understand how each game is played, all of the rules specific to those games, dispute resolution as it relates to those specific games, etc.  There are entire books on the rules as they apply to Texas Hold’em alone.  It is unreasonable and exclusionary to expect a charitable organization to learn these details prior to having an event.  This is why the charities contract with the suppliers.  They want their expertise in these areas.  This proposed rule will exclude hundreds of charities from participating in millionaire party events. 
Other rules that apply to this same issue: 

RESCINDED  

R432.21401 Definitions 

(b) “Millionaire party management” means the handling of cash, chips, and the completion of game records and financial statement.

(c) “Operation” means those duties other than millionaire party management.

R432.21409 (9) A person assisting in the operation of a millionaire party shall be an employee or agent of a millionaire party location or a licensed supplier…

      Proposed Rules
      R432.101 (1) (dd) “Worker” means a person who assists or participates in the

      management, conduct, or operation of a millionaire party… 

      Rule 310 (18)  A location owner or lessor…. Shall not do any of the following:

(f) Participate in any aspect of a millionaire party event including but not limited to providing dealers, equipment or workers.

     R432.404 … the licensed supplier agrees to all of the following terms and conditions:
     (d) to only accept checks from a licensee’s account for the payment of equipment or
     dealers.

     R432.407 (1) A licensed supplier…. Shall not be involved with the millionaire party.

3. Rule 432.310 (6)  At least five bona fide members of the qualified organization shall staff the millionaire party at all times; this does not include bona fide members of the qualified organization who are dealers.  One of those five members shall be the millionaire party chairperson.

(7)  If for any reason the number of bona fide members described in subrule (6) drops below five, the qualified organization must report this to the executive director immediately and may be required to cease conducting the licensed millionaire party.

The negative impact on the charities due to this rule will be dramatic. The best part about the fixed poker rooms is that many small charities can participate in this fundraising opportunity and raise significant revenue.  Small organizations will no longer be able to participate because of this requirement. The Michigan Nonprofit Act requires that a nonprofit corporation have a minimum of 3 board members.  Many only have 3 due to this law.  They will all be excluded from participating.  

Today, most Millionaire Parties have 2 charity members onsite at all times, while only 1 is required in the rules.  Charity members handle all of the cash, chips, and the completion of game records and financial statement.  It is unreasonable and exclusionary to expect a minimum of 5 charity members onsite at all times and will cut many legal charities in Michigan out of this opportunity who are currently participating.
4. R432.311 The executive director shall set the permissible hours during which millionaire parties may be conducted.  A millionaire party shall not begin before 8 a.m. or continue after midnight.

The current hours of operation allows events to run until 2am.  It is estimated that charities will forfeit anywhere from 20 – 60% of their current profits with this earlier closing time.  These late hours are important to the overall operating model, and contribute to the profitability and success of millionaire party events.  

This rule reduces the hours within which these events can occur, and goes beyond by allowing the executive director to reduce the hours further.  The amount of discretion allowed the director in this rule is concerning.  

Assuming the director chooses to allow a midnight closing time, game operation will end at 11:15 – 11:30pm to allow charities time to finalize and print their paperwork.  Card players are often night owls, many of which don’t come to these events until 7pm or later; some rooms report that their first table doesn’t open until after 9pm.   This much earlier close time will reduce the popularity and profitability of these events.  Like Bingo, which also closes at 2am, charities members don’t always like the late hours, but they work them because of the money they can raise for their communities during these hours is substantial.
5. R432.302 (2) The executive director shall not authorize more than one millionaire party event to occur at any location per day.

A limit of one charity per day per location will result in fewer opportunities for charities to participate, reduced revenue for those that do participate, and a greater challenge for Director Kalm to oversee.  

Director Kalm has indicated he will lift the moratorium to allow other rooms the opportunity to rent space for millionaire parties, but the new rules do little to encourage participation.  

Rooms that currently rent space to multiple charities are more profitable because they build a larger and more diverse clientele.  Players choose to play in rooms where more games are operated, giving them a selection.  A limit to 1 charity may result in an increase in the number of competing events taking place at different locations at the same time.  

The moratorium was instituted because there were too many locations to regulate properly.  If they limit a location to just 1 charity per day, the number of rooms will need to more than double to accommodate the number of charities that currently participate.  Otherwise, thousands of charities will be left without a space on the calendar to utilize the four licenses per year that the Bingo Act allows for.
6. R432.310(8) A qualified organization shall provide the names of its bona fide members who will be participating in the millionaire party to the executive director with its license application.

Rule 432.314 Dealers.

(3) A qualified organization applying for a license shall include with its application a list of the dealers who will work at the proposed event.  The qualified organization must provide information to show the dealers have never been convicted of, or forfeited bond upon a charge of, or pled guilty to any of the following offenses:  (a) A felony (b) A gambling offense (c) Criminal Fraud (d) Forgery (e) Larceny (f) Filing a false report with a governmental agency.

These rules would be a challenge to accommodate under the current rules, and they will be next to impossible under the proposed new rules.

Dealers working in today’s millionaire parties are employed by the location or supplier.  They have part and full time jobs dealing cards at millionaire party events hosted at fixed locations.  Without fixed locations and suppliers, all of these dealers lose their jobs.  

The millionaire party of the future will consist of people (hopefully honest people with skills and references) that were recruited a week or two prior to the event and agreed to work because they didn’t have any other plans.

Charities will have difficulty identifying all of the workers that will be onsite during their event.  Applications are submitted 6-12 weeks prior to the event, and worker recruitment will go on until a week or two prior to the event.  

7. Rule 302 (4) The executive director may set a maximum number of licenses that will be issued to qualified organizations and may set a maximum number of days that a millionaire party license may be issued.

The number of licenses that will be issued and the maximum number of days is covered in the TRAXLER-MCCAULEY-LAW-BOWMAN BINGO ACT Act 382 of 1972.
432.110b Millionaire party license; issuance. 
Sec. 10b. (1) A qualified organization may be issued up to 4 millionaire party licenses in 1 calendar year. Each license shall only be valid for 1 location. 

(2) A millionaire party license may be issued for up to 4 consecutive days. 

(3) The bureau shall not issue more than 1 millionaire party license to a qualified organization for any 1 day.

In addition to already being set in law, there is absolutely nothing in this rule that protects the charity from the state acting arbitrarily or capriciously.  There is no protection that a charity can utilize its 4 licenses that have been traditionally awarded every year, when a charity applies, since the Bingo Act’s inception in 1972. This is a dramatic shift from over 40 years of practice by the State.
8. R432.309 (7) The executive director may set the maximum amount of chips or imitation money that a qualified organization may sell to an individual at a millionaire party.

The chip limit allowed at an event is set at $15,000.  Limiting the number of chips an individual may buy at an event will severely limit the number of players willing to participate.  If a person buys into a Texas Hold’em game for $50 and loses all of his money, he will be very unhappy if he cannot purchase more chips with the hope that he can win his money back.  Charities will be unable to provide the type of game that a poker player is looking to participate in, ultimately resulting in fewer poker players and the inability to attract them to an event.
9. R432.307 Equipment (4) The licensee may not obtain millionaire party equipment from the location owner and the lessor.
Under the current rules a licensee may obtain millionaire party equipment under a bureau-approved rental contract.  Many locations currently open today provide equipment and dealers.  These new rules restricting locations to just rental of space will put locations out of business and many people out of work.  Moreover, the fact that the Gaming Control Director is admitting by including this rule that they are unable to regulate a room’s use of tables, chairs, cards and chips is astounding when you consider that they regulate many types of gaming in casinos much bigger than any poker room.
10. R432.301 (2)  The executive director shall not consider an organization’s application for a millionaire party license unless the organization demonstrates that it raised at least $2000 in the previous calendar year through fundraising activities other than charitable gaming provided n this act.  The money may not be raised by or received from a location owner, lessor, or supplier or any of their agents…. 

The issuance of a license is covered in the TRAXLER-MCCAULEY-LAW-BOWMAN BINGO ACT Act 382 of 1972, section 432.104a Issuance of license. Sec. 4a. (1) Except as provided in subsections (2) and (3), if the commissioner determines that the applicant is a qualified organization and is not ineligible under section 18 and the applicant has paid to the bureau the appropriate fee, the commissioner may issue 1 or more of the following licenses: … Millionaire Party License…
Further, this rule is exclusionary as it alienates smaller organizations.  If an organization meets the requirements set forth in the Bingo Act, they should be afforded the opportunity to utilize this method of fundraising, regardless of the success of other methods of fundraising they employ. This rule will be detrimental to many smaller charities who want to utilize this legal method of fundraising in Michigan to serve their communities.
50% rule that has protected charities is completely rescinded under these proposed rules:

Currently, if the charities (regardless of whether they are in a fixed location or are holding a single event, for example, in their parish hall) fail to raise significant funds at  their event, the supplier is limited to charging only up to 50% of that event’s proceeds.  So, if the charity only brings in 150 dollars (not uncommon when they hold the event in their parish hall, for example) the supplier would be limited to charging 75 dollars.  Under these proposed rules, the bill for services could be higher than what was raised, even if the MGCB director approved the costs in advance.  

This lack of protection that was put in place just for this type of situation makes absolutely no sense to the charities and should be restored.
Rules that give too much discretion
Just as important as the rules above, it should be noted that Director Kalm gives himself the ability to not be an advocate for the industry he is by law authorized to oversee.  Everywhere throughout the proposed rules, he establishes the ability for himself to shut down the entire industry if he so chooses by not authorizing licenses as the Legislature intended by the adoption of the Bingo Act in 1972.  The legislature did not intend when they passed the Bingo act that the Regulator would be allowed to not issue any licenses for whatever reason he so choses, but this is exactly what the current Director has in mind.  It creates uncertainty, a lack of trust on the part of the charities toward the regulators, and does not provide protection for arbitrary or capricious actions by the State.  The entire intent of the Bingo Act can be circumvented by the decision of one person—the Executive Director of the Michigan Gaming Control Board.
Examples include the following:

R432.302 (1) An application for a license under this act and these rules is a request by the application for the discretionary license.  The license is a revocable privilege and is not a property right.  No person including a qualified organization, supplier, lessor, or location owner shall have any expectation the executive director will issue a license.  

R432.203 Licensing and approval.

(5) the executive director may stop issuing licenses at any time for any reason.

R432.402 In addition to the requirements of the act, the executive director shall consider the following factors when reviewing a supplier license application or renewal application: (j) Any other information considered advisable by the executive director.
Create a Michigan Charitable Gaming Board

We believe that one way the Legislature could protect the charities is to create a board that consists of charity members appointed by the Legislature, who will oversee the activities of the Executive Director. The Executive Order that transferred control of the regulation of millionaire party events vested all authority for the regulation in one person. It makes sense that they should answer to the industry and be directed generally by the charities that conduct these events.
