
17.0560.01000 FISCAL NOTE
Requested by Legislative Council

01/10/2017

Bill/Resolution No.: HB 1205

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipated under current law.

2015-2017 Biennium 2017-2019 Biennium 2019-2021 Biennium

General Fund Other Funds General Fund Other Funds General Fund Other Funds

Revenues $0 $(200,000) $(100,000)

Expenditures $0 $922,000 $422,000

Appropriations $0 $922,000 $422,000

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political  
subdivision.

2015-2017 Biennium 2017-2019 Biennium 2019-2021 Biennium

Counties

Cities

School Districts

Townships

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters).

This bill allows foreign tax exempt corporations to apply for a local or charity permit for a raffle.

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal  
impact. Include any assumptions and comments relevant to the analysis.

This bill would allow any foreign corporations and current eligible organizations with a 501(c)(3) tax exempt status to 
conduct raffle activity without a state gaming license and therefor exempt these organizations from paying state 
gaming taxes. Regulation of foreign corporations would require additional staff and associated expenses. The 
current Gaming system will need to be rewritten to accommodate the changes required in this bill.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund 
affected and any amounts included in the executive budget.

Since these tax-exempt entities will not pay gaming taxes these tax revenues will be reduced.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and 
fund affected and the number of FTE positions affected.

The expenditures needed as result of this bill include a gaming auditor, associated expenses, and a rewrite of the 
Gaming system to accommodate such entities. The estimated expenditures of $922,000 include one auditor and 
related expenses.



C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation.

The estimated appropriation needed as a result of this bill is $922,000 from the general fund. This bill was not 
anticipated in the Executive budget.

Name: Kathy Roll

Agency: Office of Attorney General

Telephone: 328-3622

Date Prepared: 01/16/2017
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2017 HOUSE STANDING COMMITTEE MINUTES 

Political Subdivisions Committee 
Prairie Room, State Capitol 

HB 1205 
1/19/2017 

Job# 27114 

D Subcommittee 
D Conference Committee 

c~ 
Explanation or reason for introduction of bill/resolution: 

Relating to raffle permit requirements 

Minutes: 

Chairman Klemin: Opened the hearing on HB 1205 

Rep. Maragos: Introduced the bill on behalf of the National Rifle Association . They have 
chapters in the state, but under there structure they are not able to acquire gaming permits 
to raise money on behalf of the issues they support. We had no idea of what the fiscal impact 
was going to be. Once we realized what the fiscal note told us, we tried to figure out if there 
was any way to enumerate the negative impact of the fiscal note. We could not find it, we 
wanted to withdraw the bill. We will continue to whatever the appropriate action the committee 
wants to take. 

Jesse Flath, Chairperson for Friends of Sacajawea NRA Committee: I read this bill and 
I don 't the financial ramifications of this is. To earmark it with that dollar amount of cost to the 
state is beyond the scope. It costs us $10 to get a local permit to do our raffles. We have 10 
to 15 events in the state per year we were getting a local permit in each community. What 
we weren 't understating is there is a section on the bottom of that local permit they deemed 
us a closely related organization so they considered all of our banquets one. So we could 
get one local permit for the whole state. That limits us to $12,000 worth of goods to be given 
away. A number of our banquets alone give away that much in goods. We then looked at 
getting a state gaming permit, the first paragraph of this bill talks about domical organizations. 
Our organization does not have an office in the state so we were told we could not get a state 
gaming permit. That took our profits as a non-profit organization to be delved out through our 
grant program and cut it in half or less of what we have been able to do in the past years. 
There is 2 NRA's and there is NRA ILA they ones fighting for gun rights. The Friends of NRA 
program is a separate organization within the NRA. The Friends program has events and 
banquets and raises money. That money is used for youth firearms education, school 
programs to teach about gun safety, and 4-H programs in the state. We have no way to have 
raffles right now or do any games of any kind with the way the current structure is. If you plan 
to do away with this bill hopefully there is another way. The language that was added to this 
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bill gives the Attorney General's Office the ability to allow organizations to get a state gaming 
permit. 

Rep K. Koppelman: From what you are telling us, you were stopped from doing what you 
were doing was because of an interpretation of the current statute, is that correct? 

Mr. Flath: Correct. 

Rep K. Koppelman: You talked about part of the issue you are not considered domical in 
North Dakota because you are affiliated with the National organization. Is there a way to have 
a ND chapter and would that pass that test? 

Mr. Flath: They are working on that, the lady at the Virginia office is working on that and has 
been for a year. What I was told is the reason they considered us completely out of the state 
is the full money we raise goes to headquarters. Then our 50% comes back to the state 
through the grant program. Of the 50% that stays at national any or all of that portion can 
also come back to the state through the national grant process. But all of that money is 
earmarked for the Friends program. We are forced to have a banner at our events that says 
no political activity. Because all of our money all goes to them and then gets sent back to us 
in the grant program, we have a big road block in front of us. 

Rep. Maragos: You said don't have offices in the state? What is preventing you from getting 
an office, I assume it is a PO box number and a contact. 

Mr. Flath: That I don't know. We have an area director who handles North and South Dakota, 
he lives in Mobridge. We have looked at organizing our grant committee as the governing 
body for the ND organization. I have not been involved in that part of it so I don't know where 
that is at. 

Chairman Klemin: Rep. Maragos you asked me to keep this hearing open. 

Rep. Maragos: I withdraw that request. Because in my conversations with the NRA 
Representative since we have not been able to solve the issue of the fiscal note. I assume 
that the fiscal note is that when we changed the statue regarding Foreign Corporations we 
are not just talking about the NRA. It's all foreign corporations and we don't know how many 
would come in and want to participate under the change. We were unable to try and fashion 
a path through the fiscal note so he felt that unless we could solve the problem of the fiscal 
note there was no sense in moving forward. 

Rep K. Koppelman: Is see Ms. McDaniel from the Attorney General's office maybe she can 
shed some light on the fiscal note and their perspective on the issue. 

Deb McDaniel, Gaming Division, Office of Attorney General : (Attachment #1) (Time 
11 :51 to 14:45). I'm here to explain the what fiscal note would include. 

Rep K. Koppelman: I'm wondering what the solution might be? Sounds like it should not be 
an insurmountable problem and sounds like no abuse has been going on . It's more of a 
bureaucratic entanglement and trying to figure out to make it work. 
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Ms. McDaniel: The local chapters have been in contact with our licensing section and we 
are trying to work with them. However, the way the bill is written it opens it up for everybody. 
So if they can work with our office we might be able to come up with a solution. 

Rep K. Koppelman: If there is a problem with the way the bill is written, is there a way we 
can come up with an amendment to make the bill workable? 

Ms. McDaniel: I don't think we could do it without an effect on our computer system. The 
way we have chartable gaming set up right now in the state of ND, it's a supplement to a 
primary purpose that is being conducted here in ND. By statute I don't think we will be able 
to change anything but we may be able to help the local chapters set up a way they would 
comply with the statue. 

Rep K. Koppelman: Let's say another organization wants to do a raffle. They want to give 
away a motorcycle, how does that work now? They are organizations that have a national 
presence but local affiliation, what is different here and why can't we make that work for folks 
like we are hearing about? 

Ms. McDaniel: We can and keep the statute the way it is. There are local raffles and there 
regulated to and can only give away $12,000 in prizes. That is because they are not regulated 
by the state but regulated by the local community. If you want to give away more than $12,000 
per year then you are required to get a state gaming license. You are required to be regulated 
by the state and can give away up to $250,000 per year. 

Rep K. Koppelman: There is a US Chamber of Commerce, there is a Greater North Dakota 
Chamber of Commerce, there are local Chambers of Commerce. If the Chamber of 
Commerce in 15 ND cities wanted to do raffles of $10,000 that would be $150,000. Now they 
are still Chambers, but you say you recognize their organization at the local level and 
therefore they are fine? But I'm still unclear at this point. 

Ms. McDaniel: I regulate the gaming and Missy Teske does the licensing. I am going to have 
to refer that question to Missy. 

Vice Chairman Hatlestad: If we killed this bill and leave things as it is, you can work with his 
organization to work something out and make it fly? 

Ms. McDaniel: Correct, but they are going to have to be required to somethings in order to 
make this work. 

Rep. Maragos: I appreciate what we are attempting to do. But I agree it would be rather 
simple to organize and had a mailing address in ND and a contact in ND, that they could 
probably apply for the state gaming permit and adhere to all of those requirements under that 
effort. But it seems that Mr. Flath say that half of the money went out of the state that's really 
not what our charitable gaming is for. But if they were domiciled locally and kept all the money 
and used it for their efforts with regard to Friends of NRA they should be good to go. 

Chairman Klemin: Sounds like an organizational problem. 
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Rep. Maragos: Seems like the National NRA Friends and local NRA Friends have to make 
a decision on to accomplish this goal. 

Missy Teske, Licensing Director of the Attorney General's Office: The criteria for a state 
gaming license the way it stands now is an organization needs to be domiciled in ND. Be 
incorporated as ND non-profit corporation and then in this instances and then it comes down 
to the control of the funds. So that is the obstacle we are looking at with them. 

Chairman Klemin: Closed the hearing on HB1205 

Rep. Zubke: Made a do not pass motion 

Rep. Simons: Second the vote 

ROLL CALL VOTE: 14 YES 1 NO 0 ABSENT 

Motion carried. 

Rep. Ertelt: Will carry the bill. 



2017 HOUSE STANDING COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. HB / ~ f) $"" 

House Political Subdivisions 

D Subcommittee 

Amendment LC# or Description: 

Date: J.-.1'1-17 
Roll Call Vote: 1 

Committee 

~~~~~~~~~~~~~~~~~~~~~~~ 

Recommendation : D Adopt Amendment 

D Do Pass )Jt>o Not Pass 
D As Amended 
D Place on Consent Calendar 

Other Actions: D Reconsider 

D Without Committee Recommendation 
D Rerefer to Appropriations 

D 

Motion Made By Seconded By 

Representatives Ye.s No Representatives Yes No 
Chairman Klemin / Rep. Guggisberg / 
Vice Chairman Hatlestad / Rep. Hanson / 
Rep. Beadle / 
Rep. Becker /;< 
Rep. Ertelt / 
Rep. Johnson / 
Rep. Koooelman / 
Rep. Longmuir / 
Rep. Maragos ./ 
Rep. Pyle / 
Rep. Simons /~ 
Rep. Toman / 
Rep. Zubke / 

Total (Yes) I 'f No 

Absent 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
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REPORT OF STANDING COMMITTEE 
HB 1205: Political Subdivisions Committee (Rep. Klemin, Chairman) recommends DO 

NOT PASS (14 YEAS, 1 NAYS, 0 ABSENT AND NOT VOTING). HB 1205 was 
placed on the Eleventh order on the calendar. 
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• This bill would allow any foreign corporation eligible to apply for a local permit or 

state gaming license. Our current gaming & licensing computer system will not 

recognize this new license designation and therefor would need to be rewritten . 

The l.T. department has estimated $250,000 to $500,000 for these 

enhancements if fixes where not needed quickly. If the system is needed very 

quickly additional costs would apply at an estimate closer to $800,000. Ongoing 

maintenance was estimated at $100,000 to $200,000 per biennium. 

• We could not estimate how many foreign corporations would apply however, our 

minimum estimate is that up to 2 FTE's may be needed to handle the increase in 

licensing and regulation, one of which would need to be highly trained for the 

regulation side. The fiscal note includes costs for 2 FTE's, travel, postage, & 

supply costs, an estimated $222,000 . 

• Any local permit holder may conduct gaming under local jurisdiction and is not 

required to apply for a state gaming license and is then exempt from paying state 

gaming taxes. Amendments in this bill allow 501 (c)(3) eligible organizations to 

run any raffle event under a local permit. The Office of Attorney General 

estimates decreased gaming tax revenue due to the fact that players would use 

their disposable income already allocated to gaming entertainment for licensed 

organizations and put it toward these local raffles and those wagers would not be 

taxed . Licensed 501 (c)(3) organizations may deem it more profitable to 

relinquish their state gaming license and just run local permit raffles since they 

would now be exempt from being required to run those raffles under a state 

license and decreasing gaming tax revenue to the state. There are currently 30 

licensed gaming organizations who would qualify under the 501 (c)(3) 

designation. The loss of gaming tax revenue was based off the current tax from 

these 30 licensed organizations . 

Thank you for your time, 
Deb McDaniel, Director, 
Gaming Division, Office of Attorney General 


