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VIRGINIA:

CHEERS
Plaintiff,

V.

DEPARTMENT OF AGRICULTURAL &
CONSUMER SERVICES

Serve: Bettina Ring, Secretary of Virginia
Department of Agricultural and Commercial
Services — 102 Governor Street

Richmond, Virginia 23219

MICHAEL MENEFEE, in his capacity as
Program Manager, Charitable and
Regulatory Programs

Serve: 102 Governor Street

Richmond, Virginia 23219

JOEL MADDUX, in his capacity as Deputy
Director, Division of Consumer Protection

Serve: 102 Governor Street
Richmond, Virginia 23219

LARRY NICHOLS, in his capacity as the
Division Director, Division of Consumer
Protection

Serve: 102 Governor Street
Richmond, Virginia 23219

Defendants.

Case No.:

'\ RECEIVED AND FILED
| R REUIT COURT

::\\' JUN 02 2021

AL 24525 é3-——'7/

COMPLAINT AND PETITION FOR APPEAL

COMES NOW the Plaintiff, Cheers (“Cheers”), by counsel, and hereby states the following

in support of their Complaint against the Defendants Virginia Department of Agricultural and

Consumer Services (the “Department”), Michael Menefee (“Menefee”), in his capacity as the

Department’s Program Manager for the Charitable and Regulatory Programs, Joel Maddux
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(“Maddux™), in his capacity as the Department’s Deputy Director, Division of Consumer
Protection, and Larry Nichols (“Nichols”), in his capacity as Division Director, Division of
Consumer Protection (collectively, “Defendants™):

Background

This matter arises from the passage of Senate Bill 936 (“SB 936”), signed without
amendment by Governor Northam on April 9, 2020, which, inter alia, permitted “qualified
organizations”~like Cheers here—“to conduct raffles, bingo, network bingo, instant bingo games,
and Texas Hold’em poker tournaments.” Va. Code § 18.2-340.22. Additionally, SB936 directed
the Department’s Charitable and Gaming Board (the “Board”), rather than the Department itself,
to “promulgate regulations establishing circumstances under which [qualified] organizations []
... may conduct Texas Hold’em poker tournaments.” Id. § 18.2-340.28:2.!

After thirteen (13) public meetings in summer and fall 2020, which were posted on
Virginia’s Town Hall, and offered multiple opportunities for public comment, the Board formally
approved on December 31, 2020, the regulations (the “Regulations”) for conducting, managing,
and operating Texas Hold’em poker tournaments by an 8-0 vote. Thereafter, on January 4, 2021,
the Board emailed the enacted Regulations to the Department and the Virginia Register of
Regulations, so that they could be listed in the Virginia Register of Regulations, effective
immediately. Notably, the Regulations were intended to be exempt from ordinary protocols of

Virginia’s Administrative Process Act (“the APA™), § 2.2-4002 et seq. SB936 at 4.

! The legislature also exempted criminal liability for any Texas Hold’em poker tournaments
conducted solely by qualified organizations (as defined in Va. Code § 18.2-340.16), which have
already received a permit to conduct charitable gaming as set forth in § 18.2-340.25. See Va. Code
§ 18.2-334.2.
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Pursuant to the adopted Regulations, on February 2, 2021, Cheers, an existing charity which
conducts Bingo and other games, filed a completed application for an amended Charitable Gaming
Permit so that it could amend its existing permit to also conduct Texas Hold’em poker tournaments
(the “Amended Permit Filing”). At the time of filing, Cheers was in compliance with all relevant
laws, including the Regulations. The Amended Permit Filing was not acted upon within forty-five
(45) days by Menefee, as required by Virginia Code § 18.2-304.25.

On April 12, 2021, the Regulations were published on the Virginia Register of Regulations
(the “Register”), which apparently made the Regulations “effective” as of March 23, 2021,
notwithstanding the Board’s adoption on December 31, 2020, and forwarding on January 4, 2021.
Instead, the “effective” date applied by the Department appears entirely arbitrary.

Prior to the publishing of the Regulations on the Register, the General Assembly, through
a conference committee vote, passed a Budget Amendment (Item 105, #1¢) on the last day of the
2021 Special Session (February 27, 2021), which stated that: “All regulations promulgated by the
Charitable Gaming Board and in effect on March 1, 2021 shall remain in force and no additional
regulations shall be promulgated ... prior to June 31, 2022.” (the “2021 Budget Amendment”).

On April 27, 2021, Cheers, through counsel, sent a letter to Defendant Menefee requesting
that the Department act upon Cheers’ Amended Permit Filing from February 2, 2021, as required

by Virginia Code § 18.2-304.25.2 On May 10, 2021, Menefee, on behalf of the Department, denied

2 Inan attempt to further investigate the underlying issues, Virginia Charitable Bingo Association,
through undersigned counsel, on April 19, 2021, issued a Freedom of Information Act (“FOIA”)
request to Defendant Maddux. No proper response was received from Maddux, notwithstanding
that the Virginia Code requires state actors like Maddux to act within five (5) days of the FOIA
request. See Va. Code § 2.2-3704(B). Maddux then failed to also respond to a follow-up letter
requesting compliance with Virginia’s FOIA. Apparently, the FOIA was in Maddux’s spam filter.
Undersigned counsel is attempting to work with the Department to resolve the FOIA issues.
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Cheers’ Amended Permit Filing citing the 2021 Budget Amendment. The denial occurred without
notice or hearing, thereby depriving Cheers of its procedural and due process rights.
This action seeks to request the following relief:

I Pursuant to a declaratory count, a declaration that “qualified organizations”
currently permitted under § 18.2-340.25 (i.e., those who meet the
requirements of § 18.2-340.24) be permitted to conduct Texas Hold’em
poker tournaments, as permitted by SB936, under their current charitable

gaming permit;

ii. An order stating that Cheers’ procedural and substantive due process rights
were violated by the Department; and

iii. An order stating that the Department, by its actions herein, has nullified the
Regulations and the underlying law in violation of state law and that its case
decision was wrong as a matter of law.

Parties and Jurisdiction

1. Cheers is a Virginia non-stock corporation and a tax-exempt organization under
section 501(c) of the Internal Revenue Code with its principal place of business located at 210
Giant Drive, Richmond, Virginia 23224.

2. The Department is an agency of the Commonwealth of Virginia that promotes the
economic growth and development of Virginia agriculture, provides consumer protection, and
encourages environmental stewardship.

3. The Department is headquartered in Richmond and has several field offices, four
regional diagnostic animal health laboratories and a global network of representatives promoting
Virginia products internationally.

4, The Department is divided into five (5) units. At issue here are the actions of the
Division of Consumer Protection (the “Division”), which employs the individual Defendants, all
of whom have acted through the authority vested in them by the Department.

5. Defendant Maddux is the Deputy Director of the Division.
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6. Defendant Nichols is the Division Director of the Division.

7. Defendant Menefee is the Program Manager for the Charitable and Regulatory
Programs under the Division.

8. Individual defendants Maddux, Nichols, and Menefee have been intimately
involved with the underlying issues and facts.

9. The Department and the individual defendants, in their official capacities on behalf
of the Department, have harmed Cheers, as fully detailed infr-a.

10.  Venue is proper pursuant to Va. Code § 8.01-261.

11.  Jurisdiction is proper pursuant to Va. Code §§ 8.01-328.1, 2.2-3713, 8.01-195.4.

Statement of Facts

L SB936 Permits Qualified Organizations to Conduct Texas Hold’em Poker
Tournaments and Grants the Board Authority to Regulate.

A. The Requirements for a Charitable Gaming Permit:

12.  As passed by the Virginia General Assembly on a unanimous vote and approved
by the Governor, SB936 amended Virginia Code §§ 18.2-334.2, 18.2-340.16, 18.2-340.19, 18.2-
340.22, and 18.2-340.31, attached hereto as Exhibit A, to permit, inter alia, qualified organizations
to conduct Texas Hold’em poker tournaments.

13. A “charitable game” includes “raffles, Texas Hold’em poker tournaments, and
games of chance...” See Exh. A at 1; see also Va. Code § 18.2-340.16 (definition of “Charitable
gaming” or “charitable games”).

14.  “Texas Hold'em poker tournament” means:

an organized competition of players (i) who pay a fixed fee for entry
into the competition and for a certain amount of poker chips for use
in the competition; (ii) who may be allowed to pay an additional fee,

during set preannounced times of the competition, to receive
additional poker chips for use in the competition; (iii) who may be
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seated at one or more tables simultaneously playing Texas Hold'em
poker games; (iv) who upon running out of poker chips are
eliminated from the competition; and (v) a pre-set number of whom
are awarded prizes of value according to how long such players
remain in the competition.

Va. Code § 18.2-340.16; see also Exh. A at 2.

15.  The issuing of permits to play charitable games is anticipated by statute. See Va.
Code § 18.2-340.25(A) (“Except as provided for in § 18.2-340.23, prior to the commencement of
any charitable game, an organization shall obtain a permit from the Department.”).

16.  To obtain a permit to conduct “charitable gaming” an organization shall: (1) been
an existence for at least three (3) years immediately prior to applying for a permit; (2) be operating
currently and always been operated as a nonprofit organization, and (3) have at least 50% of its
membership consist of residents of the Commonwealth. See Va. Code § 18.2-340.24(A)(1)-(3).

B. Grant of Regulatory Power to the Board:

17. SB936 directed the Board to “promulgate regulations establishing circumstances
under which [qualified] organizations [] ... may conduct Texas Hold’em poker tournaments.” Exh.
A at 2; Va. Code § 18.2-340.28:2.

18.  As it pertained to “Regulations of the [Charitable Gaming] Board[,]” SB936
included the following text: “In the case of the conduct of Texas Hold'em poker tournaments, the
regulations shall provide that the predetermined percentage of gross receipts may be used for
expenses related to compensating operators contracted by the qualified organization to administer
such events.” Exh. A at 3; Va. Code § 18.2-340.19.

19.  That same section included that the Board shall “prescribe the conditions under

which a qualified organization may manage, operate or contract with operators of, or conduct

Texas Hold’em poker tournaments.” Exh. A at 3; Va. Code § 18.2-340.19(12).
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20.  In essence, SB936 directed the Board to adapt regulations for the new game, i.e.,
by requiring that the Board “shall” prescribe conditions under which qualified organizations can
conduct Texas Hold’em poker tournaments.

C. Qualified Organizations Permitted to Conduct Texas Hold’em Poker
Tournaments Under Certain Conditions:

21.  Notwithstanding the directions to the Board to promulgate regulations, SB936
through its own text already regulates the “conduct” of Texas Hold’em poker tournaments for
qualified organizations. See Exh. A at 4; see also Va. Code § 18.2-340.28.2.

22.  Tobegin, SB936, as an exception to the Commonwealth’s general ban on gambling,
“permits qualified organizations to conduct raffles, bingo, network bingo, instant bingo games,
and Texas Hold’em poker tournaments.” Exh. A at 1, § 18.2-340.22 (emphasis added).

23.  SB936 also defines the class of qualified organizations,? i.e. those qualified to
conduct bingo games on or after July 1, 2019, which could conduct Texas Hold’em poker
tournaments. See Exh. A at 4; Va. Code § 18.2-340.28:2(A) (“Any organization qualified to
conduct bingo games on or after July 1, 2019, may conduct Texas Hold’em poker tournaments.”).

24.  This expansion of charitable gaming authority was limited, as only one form of
poker was approved—i.e., Texas Hold’em poker tournaments. Exh. A at 3-4; Va. Code § 18.2-
340.22(A) (“Nothing herein shall be construed to authorize the Board to approve the conduct of

any other form of poker in the Commonwealth.”).

3 “Qualified organization” “means any organization to which a valid permit has been issued by
the Department to conduct charitable gaming—i.e., like Cheers—or any organization that is exempt
pursuant to § 18.2-340.23” Va. Code § 18.2-340.16.
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25.  Conversely, “[a]ll games not explicitly authorized by this article or Board
regulations adopted in accordance with § 18.2-340.18 are prohibited.” Exh. A at 3; Va. Code
§ 18.2-340.22(A).

26. SB936 additionally permits qualified organizations to contract with an operator to
administer Texas Hold’em poker tournaments. See Exh. A at 4; Va. Code § 18.2-340.28:2(B) (“A
qualified organization may contract with an operator to administer Texas Hold’em poker
tournaments.”).

27.  SB936 establishes and limits the financial currencies and instruments that a
qualified organization may accept for Texas Hold’em poker tournaments. See Exh. A at 4; Va.
Code § 18.2-340.28:2(C) (“A qualified organization shall accept only cash or, at its option, checks
in payment of any charges or assessments for players to participate in Texas Hold’em poker
tournaments. However, no organization shall accept postdated checks in payment of any charges
or assessments for players to participate in Texas Hold’em poker tournaments.”).

28.  SB936 also prohibits extension and acceptance of other forms of credit or electronic
fund transfers that a qualified organization can accept for Texas Hold’em poker tournaments. See
Exh. A at 4; Va. Code § 18.2-340.28:2(D) (“No qualified organization or any other person on the
premises shall extend lines of credit or accept any credit card or debit card or other electronic fund
transfer in payment of any charges or assessments for players to participate in Texas Hold’em
poker tournaments.”).

29.  SB936 also prohibits qualified organizations from allowing anyone below the age
of eighteen (18) to participate in Texas Hold’em poker tournaments. Exh. A at 4; Va. Code § 18.2-

340.28:2(E).
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30.  SB936 also increased the audit and administration fee by imposing an additional
fee of one-quarter of one person of the gross receipts that an organization reports pursuant to
§ 18.2-340.30. Exh. A at 4; Va. Code § 18.2-340.31.

31.  Inshort, the plain language of SB 936 (i) authorized qualified organizations, those
able to conduct bingo on or after July 1, 2019, to also conduct Texas Hold’em poker tournaments
and (ii) established a set of guardrails to regulate the new charitable game, with or without the
enactment of the anticipated regulations.

D. Regulations Are Drafted Through Public Process & Approved by Board;
Department Begins to Collect Additional Fee

32.  Inthe spring of 2020, the Board began work on the Regulations when it authorized
public gatherings after July 1% to solicit input from potential operators, interested charities and the
public. The Department was also invited to participate.

33.  After thirteen (13) public meetings in the summer and fall of 2020, which were
posted on Virginia’s Town Hall and provided multiple opportunities for public comment, the
Board formally approved the Regulations for conducting, managing, and operating Texas Hold’em
poker tournaments on December 31, 2020, by an 8-0 vote.

34.  Throughout the process, the Department failed to cooperate with the effort to
establish the new charitable game. It failed to provide staff for Board meetings (as required by
statute), refused to participate in the public workgroups, posted a set of its own draft regulations
on the Virginia Register on November 9, 2020 (without legal authorization), and then failed to
timely file the Regulations approved by the Board with the Registrar.

35.  Notwithstanding that lack of cooperation, the Department on July 1, 2020 began
collecting the extra fee authorized by SB 936, which authorized participating organizations under

§ 18.2-340.30 to pay an additional 0.25% surcharge for administrative expenses.
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36.  On January 4, 2021, after approving the Regulations unanimously, the Board
emailed the Department the approved Regulations in final format so that they could be formally
listed on the Virginia Register of Regulations.

37.  As stated infra, the Regulations were exempt from the Virginia’s Administrative
Process Act, § 2.2-4002 ef seq. (the APA). Exh. A at 4, § 2. Therefore, there was no reason for

them to not take effect immediately.
E. The Assembly Enacts 2021 Budget Amendment, then the Regulations are
Published on the Virginia Register of Regulations Thereafter, with Effective
Date March 23, 2021.
38.  During the 2021 General Assembly Special Session, a Budget Amendment, namely
Item 105, #1c¢, was approved on the last day of the session (February 28,2021) without any public
notice or debate.* The text is attached hereto as Exhibit B, which states that: “All regulations
promulgated by the Charitable Gaming Board and in effect on March 1, 2021 shall remain in force
and no additional regulations shall be promulgated ... prior to June 31, 2022.” Exh. B at 1 (“2021
Budget Amendment” as defined supra).
39.  On April 12, 2021, fourteen weeks after the Regulations were approved by the
Board, the Department, through Menefee, published the Regulations on the Virginia Register of
Regulations, attached hereto as Exhibit C (the “Published Regulations™).

40.  According to the Department, the Published Regulations—as passed on December

31, 2020—were declared “effective” as of March 23, 2021. Exh. C at 1.

4 No bill was filed or debated to “roll back” or amend the provisions of SB 936. Nor was that an
item of public discussion during the 2021 General Assembly session.
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41.  Significantly, the effective date was decided by the Department after the passage
of the 2021 Budget Amendment. The effective date was inserted by the Department and/or
Menefee, without any consent or approval of the Board.’

42.  As intended by the Department, given the 2021 Budget Amendment and the
“effective” dating of the Published Regulations, the Regulations were de facto voided.

II. Cheers Applies for Amended Permit Filing After the Board’s Approval of
Regulations:

43. Pursuant to the Regulations, on February 2, 2021, Cheers filed a completed
application for an amended Charitable Gaming Permit so that it could add to its existing permit its
intent to also conduct Texas Hold’em poker tournaments (the “Amended Permit Filing™).

44. At the time of filing, Cheers was in compliance with all relevant state or local laws,
including the Regulations.

45.  The Department and the individual defendants failed to act on Cheers’ Amended
Permit Filing within forty-five (45) days, as required by Virginia Code § 18.2-304.25.

46. Given the lack of response, on April 27, 2021, undersigned counsel sent Menefee
a letter requesting the Department’s compliance with Virginia Code § 18.2-304.25. The letter is
attached hereto as Exhibit D.

47. In response, Menefee, on May 10, 2021, on behalf of the Department, denied
Cheers” Amended Permit Filing. The denial is attached hereto as Exhibit E (the “Denial”).

III.  Cheers is Denied All Rights Under Law:

3 Pursuant to § § 1VAC7-10-100, the Agency has the discretion to decide the effective date.
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48. Upon information and belief, the Denial was based on advice the Department
received from its counsel, presumably the Virginia Attorney General’s Office, on the effect of
2021 Budget Amendment to the Regulations.

49. In short, Menefee’s basis of the Denial was that the 2021 Budget Amendment
nullifies the Published Regulations given their “effective” date.

50.  Under Virginia Code § 18.2-340.20, the Denial of the permit is an administrative
decision subject to the APA, § 2.2-4000 ef seq. See Va. Code § 18.2-340.20(A).

51. Further, “no permit to conduct charitable gaming shall be denied, suspended or
revoked except upon notice stating the proposed basis for such action and the time and place for
the hearing.” Va. Code § 18.2-340.20(B).

52.  “At the discretion of the Department, hearings may be conducted by hearing

officers who shall be selected from the list prepared by the Executive Secretary of the Supreme

Court.” 1d.

53. “After a hearing on the issues, the Department may refuse to issue or may suspend
or revoke any such permit if it determines that the organization has not complied with the
provisions of this article or the regulations of the Board.” /d.

54.  Here, no hearing date or fact-finding inquiry occurred before a neutral decision-
maker, nor was there a notice for any such hearing or fact-finding inquiry. That failure is a
violation of Cheers’ due process rights and directly in violation of Va. Code Section 18.2-340.20.

Count I - Declaratory Judgment
55. Cheers incorporates by reference every allegation set forth above as if fully alleged

herein.
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56. On May 10, 2021, Menefee, on behalf of the Department, denied Cheers’ Amended
Permit Filing for conducting Texas Hold’em poker tournaments.

57. On May 11, 2021, during a meeting of the Board, Justin Bell, Esq., attorney for the
Office of the Attorney General, opined that qualified organizations are essentially in “limbo” as it
pertains to Texas Hold’em poker tournaments given the 2021 Budget Amendment.

58. Further, on May 11, 2021, during the same Board meeting, Justin Bell, Esq., opined
that the only resolution for qualified organizations to conduct Texas Hold’em poker tournaments
is to hope the General Assembly either revoke or modify the language in the 2021 Budget
Amendment — e.g., during a Special Session -- such that the Regulations become effective.

59.  There is no legal basis for the proposition that a Budget Amendment “freezing”
regulations can be used to retroactively nullify an enacted state law

60. In essence, with no legal authority, the Office for the Attorney General and the
Department have denied Cheers, among all other qualified organizations licensed to conduct
bingo, the right to conduct Texas Hold’em poker tournaments, in contravention to the plain text of
SB936.

61.  While Cheers can engage in conducting Texas Hold’em Poker tournaments based
on the plain language of SB936, the Department would theoretically have the right to suspend or
revoke Cheers’ current charitable gaming permit if it is not found to be in strict compliance with

the provisions of charitable gaming. See Va. Code § 182.340.20(A).

62.  Pursuant to Va. Code § 8.01-184, this Honorable Court has the power to issue
declaratory judgments in cases of actual controversy, such as this, as it involves the ongoing denial
of Cheers’ rights under SB936, a legal statute in full force and effect, by the Department (and its

counsel, the Office of the Attorney General).
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63.  Pursuant to Va. Code § 8.01-184, Cheers’ request that the Court declare the

following;:

i. Qualified organizations, like Cheers, may manage, operate, or conduct
Texas Hold’em poker tournaments pursuant to state law, without the need
for a further license from the Department, within the limitations imposed by
that law. See § 18.2-340.28:2(A)-(E);

ii. Qualified organizations may contract with Texas Hold’em poker
tournaments operators for the conduct of such poker tournaments pursuant
to SB936; and

iii. Qualified organizations may contract with other third-parties including, but

not limited to, vendors selling relevant items to fully effectuate the qualified
organizations’ ability to manage, operate, or conduct Texas Hold’em poker
tournaments.

Count II - Violation of Procedural Due Process

64.  Cheers incorporates by reference every allegation set forth above.

65.  Revocation, suspension, or denial of state issued licenses involve state action that
adjudicates important interests of the licensee.

66.  In such cases the licenses are not to be taken away or denied without procedural
due process as required by the Fourteenth Amendment of the Constitution of the United States.
See Mall Amusements, LLC v. Va. Dep't of Alcoholic Beverage Control, 66 Va. App. 605, 613,
790 S.E.2d 245, 249 (2016) (quoting Bell v. Burson, 402 U.S. 535, 539, 91 S. Ct. 1586, 29 L. Ed.
2d 90 (1971)); see also Va. Bd. of Med. v. Hagmann, 67 Va. App. 488, 501, 797 S.E.2d 422, 428
(2017).

67. Further, Article 1, Section 11 of the Virginia Constitution sates that “no person shall
be derpived of his life, liberty, or property without due process of law.” Va. Const., Art. I, § 11.

68.  Constitutional guarantees of procedural due process provide certain “minimum

requirements” that “must attend administrative hearings.” Hladys v. Commonwealth, 235 Va. 145,
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147,366 S.E.2d 98, 99, 4 Va. Law Rep. 2083 (1988) (citing Goldberg v. Kelly, 397 U.S. 254, 271,
90 S. Ct. 1011, 25 L. Ed. 2d 287 (1970)).

69.  “‘A day in court, an opportunity to be heard, is an integral part of due process of
law.”” Venable v. Venable, 2 Va. App. 178, 181, 342 S.E.2d 646, 648 (1986) (quoting Moore v.
Smith, 177 Va. 621, 626, 15 S.E.2d 48, 49 (1941)).

70.  These guarantees include “timely and adequate notice, the right to present evidence
and confront adverse witnesses, the right to assistance of retained counsel, and . . . the right to an
impartial decision maker.” Mall Amusements, 66 Va. App. at 613, 790 S.E.2d at 249.

71.  Virginia law, like constitutional procedural due process, entitles a respondent in an
administrative hearing to “an impartial decision-maker.” Hladys, 235 Va. at 147, 366 S.E.2d at
99; see Code § 54.1-110 (providing a mechanism for disqualifying a hearing officer or panel
member in a hearing conducted by a board overseeing a profession or occupation).

72. Due process includes the right of a respondent in an administrative proceeding to

be present at a hearing and to confront his accusers. See, e.g., Hladys, 235 Va. at 147, 366 S.E.2d

at 99

73. On May 10, 2021, Menefee, on behalf of the Department, denied Cheers’ Amended
Permit Filing for conducting Texas Hold’em poker tournaments.

74.  Menefee is not a neutral decision maker as he was not selected from a list prepared
by the Executive Secretary of the Supreme Court. See Va. Code § 2.2-4024.

75.  No hearing or fact-finding inquiry occurred before a neutral decision-maker, nor
was there a notice for any such hearing or fact-finding inquiry.

76.  The Denial amounted to a deprivation of Cheers’ procedural due process rights.

77.  Cheers has been damaged for an amount to be determined at a trial in this matter.
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78.  If the Court finds in favor of Cheers for a violation of its due process rights, Cheers
requests that the Court award Cheers a refund of the additional one-quarter of one percent fee that
it paid from July 1, 2021, to date and its reasonable attorney fees pursuant to applicable state and
Federal law.

Count III - Violation of Substantive Due Process

79.  Cheers incorporates by reference every allegation set forth above.

80.  Cheers has a property interest pursuant to its charitable gaming license.

81.  Cheers sought to conduct Texas Hold’em poker tournaments pursuant to the
Amended Permit Filing.

82.  Based on the Denial of same, Cheers has effectively been denied the right to
manage, operate, or conduct Texas Hold’em poker tournaments, notwithstanding its right to do so
under its current charitable gaming license under Virginia statute, SB936.

83.  The Department in denying Cheers (and all other qualified organizations) the ability
to manage, operate, or conduct Texas Hold’em poker tournaments, notwithstanding its right to do
so under its current charitable gaming license under state law has deprived Cheers of its property
interest in its current charitable gaming license.

84.  The Denial has diminished the value in Cheers’ property interest and damaged
Cheers substantially, who has been vocal to the public about its desire and plan to begin managing,
operating, or conducting Texas Hold’em poker tournaments based on SB936.

85. Cheers’ has a vested right or a “claim of entitlement” to manage, operate, or
conduct Texas Hold’em poker tournaments given existing state law and to do so without any
further license or amended charitable gaming license, light of the 2021 Budget Amendment

nullifying the Regulations.
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86.  Property rights and interests can be created by state law, like here. Board of Regents
v. Roth, 408 U.S. 564, 561, 92 S. Ct. 2701, 33 L. Ed. 2d 548 (1972).

87.  Cheers, as a “qualified organization” has more than an abstract need or desire to be
able to manage, operate, or conduct Texas Hold’em poker tournaments—i.e., as a qualified
organization, under SB936, it has a legitimate claim or entitlement to manage, operate, or conduct
Texas Hold’em poker tournaments.

88.  Cheers’ right to manage, operate, or conduct Texas Hold’em poker tournaments
without denial rises to a level of constitutionally protected property interest given that there is no
right by the Department to deny the same given that the Regulations are ineffective.

89.  The Department has denied Cheers’ substantive due process rights, in dddition to
its procedural due process rights, as fully alleged supra.

90.  Cheers has been damaged for an amount to be determined at a trial in this matter.

91.  Ifthe Court finds in favor of Cheers for a violation of its due process rights, Cheers
requests that the Court award Cheers a refund of the additional one-quarter of one percent fee that
it paid from July 1, 2021, to date and its reasonable attorney fees pursuant to applicable state and

Federal law.

Count IV - Judicial Review of Unlawful
De Facto Regulation and Unlawful Case Decision

92.  Cheers incorporates by reference every allegation set forth above.

93.  “Case” or “case decision” means any agency proceeding or determination that,
under laws or regulations at the time, a named party as a matter of past or present fact, or of
threatened or contemplated private action, either is, is not, or may or may not be (i) in violation of
such law or regulation or (ii) in compliance with any existing requirement for obtaining or retaining

a license or other right or benefit.
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94.  Under Virginia Code § 18.2-340.20, the Denial is subject to the APA, § 2.2-4000
et seq. See Va. Code § 18.2-340.20(A), even if the regulations themselves were not.

95.  As such, the Denial was a “case decision” under the APA, § 2.2-4018 ef segq.

96.  Further, “no permit to conduct charitable gaming shall be denied, suspended or
revoked except upon notice stating the proposed basis for such action and the time and place for
the hearing.” Va. Code § 18.2-340.20(B).

97.  “At the discretion of the Department, hearings may be conducted by hearing
officers who shall be selected from the list prepared by the Executive Secretary of the Supreme
Court.” Id.

98.  “After a hearing on the issues, the Department may refuse to issue or may suspend
or revoke any such permit if it determines that the organization has not complied with the
provisions of this article or the regulations of the Board.” /d.

99.  However, there was no informal fact finding proceeding or formal hearing.

100. A formal hearing was required under § 2.2-4020 given that Va. Code § 18.2-
340.20(B) expressly provided for such decisions to be made upon or after hearing.

101.  Such parties are to be given reasonable notice of the hearing, the agency’s basic
laws, matters of fact and law asserted or questioned by the agency, and relevant contact
information of a agency designee. Va. Code § 2.2-4020(B).

102.  Notwithstanding the Department and the Attorney General’s Office position that
the Regulations are ineffective and, therefore, qualified organizations are in “limbo,” the
Department has now applied a de facto regulation, in contravention to SB936’s mandate that

qualified organizations may manage, operate, or conduct Texas Hold’em poker tournaments.
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103.  The de facto regulation is that qualified organizations must still obtain a license
from the Department to manage, operate, or conduct Texas Hold’em poker tournaments,
notwithstanding the 2021 Budget Amendment nullifying the Regulations.

104.  The de facto regulation was essentially anticipated in the Regulations but has been
nullified by the 2021 Budget Amendment.

105.  Notwithstanding, the Department continues to apply the de facto regulation.

106.  Cheers is affected by the unlawful de facto regulation at issue given that the
Department has effectively denied its rights to manage, operate, or conduct Texas Hold’em poker
tournaments, as permitted by SB936.

107.  Further, Cheers is affected by the unlawful case decision made-i.e., the Denial—
made by the Department on Cheers’ Amended Permit Filing.

108.  Pursuant to Va. Code § 2.2-4026, this Honorable Court has a right to directly review
the unlawful de facto regulation and the unlawful case decision.

109.  Cheers is entitled to its attorney’s fees pursuant to § 2.2-4030.

WHEREFORE, in light of the foregoing, Cheers’ request the following relief:

] Count I: Pursuant to Va. Code § 8.01-184, Cheers’ request that the Court declare

the following;:

i. Qualified organizations, like Cheers, may manage, operate, or conduct
Texas Hold’em poker tournaments pursuant to Virginia law, without the
need for a further license from the Department, within the limitations
imposed by that law. § 18.2-340.28:2(A)-(E);

ii. Qualified organizations may contract with Texas Hold’em poker
tournaments operators for the conduct of such poker tournaments pursuant
to SB936; and

iii. Qualified organizations may contract with other third-parties including, but

not limited to, Texas Hold’em poker tournament equipment providers to
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fully effectuate qualified organizations’ ability to manage, operate, or
conduct Texas Hold’em poker tournaments.

. Count II-III: Order that the Denial amounted to a deprivation of Cheers’ procedural
and substantive due process rights, award Cheers a refund of the additional one-
quarter of one percent fee that it paid from July 1, 2021, to date, and award Cheers
its reasonable attorneys’ fees;

] Count IV: Order that the Department applied an unlawful de facto regulation, that
the case decision was unlawful, and award Cheers its reasonable attorneys’ fees
pursuant to § 2.2-4030 and applicable law; and

L For any other relief the Court deems as necessary, appropriate, or just including,

but not limited to, attorneys’ fees.

Dated: Jun¢' l/, 2 CHEERS
By Counsel,

an Petersen, Esq., VSB #37225
. Khan, Esq., NY & MD (pro hac vice forthcoming)
P PETERSEN & ASSOCIATES, PLC

airfax, Virginia 22030
(571) 459-2510 - Direct Dial
(571) 459-2307 — Facsimile
jcp@petersenfirm.com
ik@petersenfirm.com
Counsel for Plaintiff
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CERTIFICATE OF SERVICE ON COMMONWEALTH

I hereby certify, pursuant to § 8.01-195.6 of the Code of Virginia, contemporaneous to
the filing of this Complaint, a copy of the foregoing Complaint was sent via express mail, return

receipt requested, to the Commonwealth’s Division of Risk Management, on this date as stated
herein as follows:

Division of Risk Management
Department of the Treasury
James Monroe Building, 3rd Floor
101 North 14th Street
Richmond, VA 23219

J. CHépmah Petersen \
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VIRGINIA ACTS OF ASSEMBLY -- 2020 SESSION

CHAPTER 982

An Act to amend and reenact §§ 18.2-334.2, 18.2-340.16, 18.2-340.19, 18.2-340.22, and 182-340.31 of
the Code of Virginia and to amend the Code of Virginia by adding a section numbered
18.2-340.28:2; Texas Hold'em poker tournaments.

[S 936]
Approved April 9, 2020

Be it enacted by the General Assembly of Virginia:

1. That §§ 18.2-334.2, 18.2-340.16, 18.2-340.19, 18.2-340.22, and 18.2-340.31 of the Code of Virginia
are amended and reenacted and that the Code of Virginia is amended by adding a section
numbered 18.2-340.28:2 as follows:

§ 182-3342. Same; bingo games, raffles, duck races, and Texas Hold'em poker tournaments
conducted by certain organizations.

Nothing in this article shall apply to any bingo game, instant bingo, network bingo, raffle, e duck
race, or Texas Hold'em poker tournament conducted solely by organizations as defined in § 18.2-340.16
which have received a permit as set forth in § 18.2-340.25, or which are exempt from the permit
requirement under § 18.2-340.23.

§ 18.2-340.16. Definitions.

As used in this article, unless the context requires a different meaning:

"Bingo"” means a specific game of chance played with (i) individual cards having randomly numbered
squares ranging from one to 75, (ii) Department-approved electronic devices that display facsimiles of
bingo cards and are used for the purpose of marking and monitoring players' cards as numbers are
called, or (iii) Department-approved cards, in which prizes are awarded on the basis of designated
numbers on such cards conforming to a predetermined pattern of numbers selected at random.

"Board" means the Charitable Gaming Board created pursuant to § 2.2-2455.

"Bona fide member" means an individual who participates in activities of a qualified organization
other than such organization's charitable gaming activities.

"Charitable gaming” or "charitable games" means those raffles, Texas Hold'em poker tournaments,
and games of chance explicitly authorized by this article.

"Charitable gaming supplies” includes bingo cards or sheets, devices for selecting bingo numbers,
instant bingo cards, pull-tab cards and seal cards, playing cards for Texas Hold'em poker, poker chips,
and any other equipment or product manufactured for or intended to be used in the conduct of charitable
games. However, for the purposes of this article, charitable gaming supplies shall not include items
incidental to the conduct of charitable gaming such as markers, wands, or tape.

"Commissioner” means the Commissioner of the Department of Agriculture and Consumer Services.

"Conduct” means the actions associated with the provision of a gaming operation during and
immediately before or after the permitted activity, which may include, but not be limited to, (i) selling
bingo cards or packs, electronic devices, instant bingo or pull-tab cards, or raffle tickets, (ii) calling
bingo games, (iii) distributing prizes, and (iv) any other services provided by volunteer workers.

"Department” means the Department of Agriculture and Consumer Services.

"Fair market rental value” means the rent that a rental property will bring when offered for lease by
a lessor who desires to lease the property but is not obligated to do so and leased by a lessee under no
necessity of leasing.

"Gaming expenses" means prizes, supplies, costs of publicizing gaming activities, audit and
administration or permit fees, and a portion of the rent, utilities, accounting and legal fees and such
other reasonable and proper expenses as are directly incurred for the conduct of charitable gaming.

"Gross receipts” means the total amount of money generated by an organization from charitable
gaming before the deduction of expenses, including prizes.

“Instant bingo,” "pull tabs," or "seal cards" means specific games of chance played by the random
selection of ome or more individually prepacked cards, including Department-approved electronic
versions thereof, with winners being determined by the preprinted or predetermined appearance of
concealed letters, numbers or symbols that must be exposed by the player to determine wins and losses
and may include the use of a seal card which conceals one or more numbers or symbols that have been
designated in advance as prize winners. Such cards may be dispensed by electronic or mechanical
equipment.

“Jackpot” means a bingo game that the organization has designated on its game program as a jackpot
game in which the prize amount is greater than $100.

"Landlord” means any person or his agent, firm, association, organization, partnership, or corporation,
employee, or immediate family member thereof, which owns and leases, or leases any premises devoted
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in whole or in part to the conduct of bingo games, and any person residing in the same household as a
landlord.

"Management” means the provision of oversight of a gaming operation, which may include, but is
not limited to, the responsibilities of applying for and maintaining a permit or authorization, compiling,
submitting and maintaining required records and financial reports, and ensuring that all aspects of the
operation are in compliance with all applicable statutes and regulations.

"Network bingo" means a specific bingo game in which pari-mutuel play is permitted.

"Network bingo provider” means a person licensed by the Department to operate network bingo.

"Operation” means the activities associated with production of a charitable gaming activity, which
may include, but not be limited to (i) the direct on-site supervision of the conduct of charitable gaming;
(ii) coordination of volunteers; and (iii) all responsibilities of charitable gaming designated by the
organization's management.

"Organization” means any one of the following:

1. A volunteer fire department or volunteer emergency medical services agency or auxiliary unit
thereof that has been recognized in accordance with § 15.2-955 by an ordinance or resolution of the
political subdivision where the volunteer fire department or volunteer emergency medical services
agency is located as being a part of the safety program of such political subdivision;

2. An organization operated exclusively for religious, charitable, community or educational purposes;

3. An athletic association or booster club or a band booster club established solely to raise funds for
school-sponsored athletic or band activities for a public school or private school accredited pursuant to
§ 22.1-19 or to provide scholarships to students attending such school;

4. An association of war veterans or auxiliary units thereof organized in the United States;

5. A fraternal association or corporation operating under the lodge system;

6. A local chamber of commerce; or

7. Any other nonprofit organization that raises funds by conducting raffles that generate annual gross
receipts of $40,000 or less, provided such gross receipts from the raffle, less expenses and prizes, are
used exclusively for charitable, educational, religious or community purposes.

"Pari-mutuel play” means an integrated network operated by a licensee of the Department comprised
of participating charitable organizations for the conduct of metwork bingo games in which the purchase
of a network bingo card by a player automatically includes the player in a pool with all other players in
the network, and where the prize to the winning player is awarded based on a percentage of the total
amount of network bingo cards sold in a particular network.

"Qualified organization" means any organization to which a valid permit has been issued by the
Department to conduct charitable gaming or any organization that is exempt pursuant to § 18.2-340.23.

“Raffle” means a lottery in which the prize is won by (i) a random drawing of the name or
prearranged number of one or more persons purchasing chances or (ii) a random contest in which the
winning name or preassigned number of one or more persons purchasing chances is determined by a
race involving inanimate objects floating on a body of water, commonly referred to as a "duck race."

"Reasonable and proper business expenses" means business expenses actually incurred by a qualified
organization in the conduct of charitable gaming and not otherwise allowed under this article or under
Board regulations on real estate and personal property tax payments, travel expenses, payments of
utilities and trash collection services, legal and accounting fees, costs of business furniture, fixtures and
office equipment and costs of acquisition, maintenance, repair or construction of an organization's real
property. For the purpose of this definition, salaries and wages of employees whose primary
responsibility is to provide services for the principal benefit of an organization's members shall not
qualify as a business expense. However, payments made pursuant to § 51.1-1204 to the Volunteer
Firefighters' and Rescue Squad Workers' Service Award Fund shall be deemed a reasonable and proper
business expense.

"Supplier" means any person who offers to sell, sells or otherwise provides charitable gaming
supplies to any qualified organization.

"Texas Hold'em poker game" means a variation of poker in which (i) players receive two cards
Jacedown that may be used individually, (ii) five cards shown faceup are shared among all players in
the game, (iii) players combine any number of their individual cards with the shared cards to make the
highest five-card hand to win the value wagered during the game, and (iv) the ranking of hands and the
rules of the game are governed by the official rules of the Poker Tournament Directors Association.

"Texas Hold'em poker tournament" or “tournament" means an organized competition of players (i)
who pay a fixed fee for entry into the competition and for a certain amount of poker chips for use in
the competition; (i) who may be allowed to pay an additional fee, during set preannounced times of the
competition, to receive additional poker chips for use in the competition; (iii) who may be seated at one
or more tables simultaneously playing Texas Hold'em poker games; (iv) who upon running out of poker
chips are eliminated from the competition; and (v) a pre-set number of whom are awarded prizes of
value according to how long such players remain in the competition.

§ 18.2-340.19. Regulations of the Board.

A. The Board shall adopt regulations that:



30f4

1. Require, as a condition of receiving a permit, that the applicant use a predetermined percentage of
its gross receipts for (i) those lawful religious, charitable, community or educational purposes for which
the organization is specifically chartered or organized or (ii) those expenses relating to the acquisition,
construction, maintenance or repair of any interest in real property involved in the operation of the
organization and used for lawful religious, charitable, community or educational purposes. In the case of
the conduct of Texas Hold'em poker tournaments, the regulations shall provide that the predetermined
percentage of gross receipts may be used for expenses related to compensating operators contracted by
the qualified organization to administer such events. The regulation may provide for a graduated scale
of percentages of gross receipts to be used in the foregoing manner based upon factors the Board finds
appropriate to and consistent with the purpose of charitable gaming.

2. Specify the conditions under which a complete list of the organization's members who participate
in the management, operation or conduct of charitable gaming may be required in order for the Board to
ascertain the percentage of Virginia residents in accordance with subdivision A 3 of § 18.2-340.24.

Membership lists furnished to the Board or Department in accordance with this subdivision shall not
be a matter of public record and shall be exempt from disclosure under the provisions of the Freedom of
Information Act (§ 2.2-3700 et seq.).

3. Prescribe fees for processing applications for charitable gaming permits. Such fees may reflect the
nature and extent of the charitable gaming activity proposed to be conducted.

4. Establish requirements for the audit of all reports required in accordance with § 18.2-340.30.

5. Define electronic and mechanical equipment used in the conduct of charitable gaming. Board
regulations shall include capacity for such equipment to provide full automatic daubing as numbers are
called. For the purposes of this subdivision, electronic or mechanical equipment for instant bingo, pull
tabs, or seal cards shall include such equipment that displays facsimiles of instant bingo, pull tabs, or
seal cards and are used solely for the purpose of dispensing or opening such paper or electronic cards,
or both; but shall not include (i) devices operated by dropping one or more coins or tokens into a slot
and pulling a handle or pushing a button or touchpoint on a touchscreen to activate one to three or more
reels marked into horizontal segments by varying symbols, where the predetermined prize amount
depends on how and how many of the symbols line up when the rotating reels come to rest, or (ii) other
similar devices that display flashing lights or illuminations, or bells, whistles, or other sounds, solely
intended to entice players to play.

6. Prescribe the conditions under which a qualified organization may (i) provide food and
nonalcoholic beverages to its members who participate in the management, operation or conduct of
bingo; (ii) permit members who participate in the management, operation or conduct of bingo to play
bingo; and (iii) subject to the provisions of subdivision 13 of § 18.2-340.33, permit nonmembers to
participate in the conduct of bingo so long as the nonmembers are under the direct supervision of a
bona fide member of the organization during the bingo game.

7. Prescribe the conditions under which a qualxiltgied organization may sell raffle tickets for a raffle
drawing that will be held outside the Commonwealth pursuant to subsection B of § 18.2-340.26.

8. Prescribe the conditions under which persons who are bona fide members of a qualified
organization or a child, above the age of 13 years, of a bona fide member of such organization may
participate in the conduct or operation of bingo games.

9. Prescribe the conditions under which a person below the age of 18 years may play bingo,
provided such person is accompanied by his parent or legal guardian.

10. Require all qualified organizations that are subject to Board regulations to post in a conspicuous
place in every place where charitable gaming is conducted a sign which bears a toll-free telephone
numlt:{.r for "Gamblers Anonymous" or other organization which provides assistance to compulsive
gamblers.

11. Prescribe the conditions under which a qualified organization may sell network bingo cards in
accordance with § 18.2-340.28:1 and establish a percentage of proceeds derived from network bingo
sales to be allocated to (i) prize pools, (ii) the organization conducting the network bingo, and (iii) the
network bingo provider. The regulations shall also establish procedures for the retainage and ultimate
distribution of any unclaimed prize.

12. Prescribe the conditions under which a qualified organization may manage, operate or contract
with operators of, or conduct Texas Hold'em poker tournaments.

B. In addition to the powers and duties granted pursuant to § 2.2-2456 and this article, the Board
may, by regulation, approve variations to the card formats for bingo games provided such variations
result in bingo games that are conducted in a manner consistent with the provisions of this article.
Board-approved variations may include, but are not limited to, bingo games commonly referred to as
player selection games and 90-number bingo.

§ 182-34022. Only raffles, bingo, network bingo, instant bingo games, and Texas Hold'em
poker tournaments permitted; prizes not gaming contracts.

A. This article permits qualified organizations to conduct raffles, bingo, network bingo, and instant
bingo games, and Texas Hold'em poker tournaments. All games not explicitly authorized by this article
or Board regulations adopted in accordance with § 18.2-340.18 are prohibited. Nothing herein shall be
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construed to authorize the Board to approve the conduct of any other form of poker in the
Commonwealth.

B. The award of any prize money for any charitable game shall not be deemed to be part of any
gaming contract within the purview of § 11-14.

C. Nothing in this article shall prohibit an organization from using the Virginia Lottery's Pick-3
number or any number or other designation selected by the Virginia Lottery in connection with any
lottery, as the basis for determining the winner of a raffle.

§ 182-34028:2. Conduct of Texas Hold'em poker tournaments by qualified organizations;
limitation of operator fee; conditions.

A. Any organization qualified to conduct bingo games on or after July 1, 2019, may conduct Texas
Hold'em poker tournaments. The Board shall promulgate regulations establishing circumstances under
which organizations qualified to conduct bingo games prior to July 1, 2019, may conduct Texas
Hold'em poker tournaments.

B. A qualified organization may contract with an operator to administer Texas Hold'em poker
tournaments. Limitations on operator fees shall be established by Board regulations.

C. A qualified organization shall accept only cash or, at its option, checks in payment of any
charges or assessments for players to participate in Texas Hold'em poker tournaments. However, no
such organization shall accept postdated checks in payment of any charges or assessments for players to
participate in Texas Hold'em poker tournaments.

D. No qualified organization or any person on the premises shall extend lines of credit or accept any
credit or debit card or other electronic fund transfer in payment of any charges or assessments for
players to participate in Texas Hold'em poker tournaments.

E. No qualified organization shall allow any individual younger than 18 years of age to participate
in Texas Hold'em poker tournaments.

§ 18.2-34031. Audit of reports; exemption; audit and administration fee; additional gross
receipts assessment.

A. All reports filed pursuant to § 18.2-340.30 shall be subject to audit by the Department in
accordance with Board regulations. The Department may engage the services of independent certified
public accountants to perform any audits deemed necessary to fulfill the Department's responsibilities
under this article.

B. The Department shall prescribe a reasonable audit and administration fee to be paid by any
organization conducting charitable gaming under a permit issued by the Department unless the
organization is exempt from such fee pursuant to § 18.2-340.23. Such fee shall not exceed one and
one-quarter percent of the gross receipts which an organization reports pursuant to § 18.2-340.30. The
audit and administration fee shall accompany each report for each calendar quarter.

C. The audit and administration fee shall be payable to the Treasurer of Virginia. All such fees
received by the Treasurer of Virginia shall be separately accounted for and shall be used only by the
Department for the purposes of auditing and regulating charitable gaming.

D. In addition to the fee imposed under subsection B, an additional fee of one-quarter of one percent

of the gross receipts that an organization reports pursuant to § 18.2-340.30 shall be paid by the
organization to the Treasurer of Virginia. All such amounts shall be collected and deposited in the same
manner as prescribed in subsections B and C and shall be used for the same purposes.
2. That the Charitable Gaming Board's initial adoption of regulations necessary to implement the
provisions of this act shall be exempt from the Administrative Process Act (§ 22-4000 et seq. of
the Code of Virginia), except that the Charitable Gaming Board shall provide an opportunity for
public comment on the regulations prior to adoption.
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VIRGINIA STATE BUDGET

2021 Special Session |
Budget Bill - HB1800 (Chapter 552)

Bill Order » Office of Agriculture and Forestry » ltem 105
Department of Agriculture and Consumer Services

Item 105 First Year - FY2021 Second Year - FY2022
Regulation of Charitable Gaming Organizations (55900) $1,687,925 $1;687;925
$2,095,525
Charitable Gaming Regulation and Enforcement (55907) $1,687,925 $1:687,925
$2,095,525

Fund Sources:
General $1,583,066 $1;583,066
$1,990,666
Dedicated Special Revenue $104,859 $104,859

Authority: Title 2.2, Chapter 24; Title 18.2, Chapter 8; and Title 59.1, Chapter 51, Code of Virginia.

A. Notwithstanding § 18.2-340.31, Cede of Virginia, any and all fees paid by any organization conducting
charitable gaming under a permit issued by the department, including audit and administrative fees and permit
fees, shall be deposited to the general fund.

B. The department shall deposit into the Investigation Fund any assets it receives as a result of a law enforcement
seizure and subsequent forfeiture by either a state or federal court. The fund shall be used to defray the expenses of
investigation and enforcement actions and to purchase equipment for enforcement purposes.

C. Included in these amounts is $100,000 the first year and $100,000 the second year in nongeneral funds from
annual registration fees paid by operators of fantasy contests to support both direct and indirect expenses of the
department in the regulation of fantasy contests in Virginia.

D. 1 The Office of the State Inspector General shall, with the assistance of the Office of Charitable and Regulatory
Programs, review the regulatory structure of charitable gaming in Virginia, to include, at a minimum: (i) current
permitting requirements and exemptions; (ii) net revenue dedicated to charitable activities and which types of gaming
revenue is excluded from this calculation; (iii) charitable gaming occurring in remote locations not located in the same
jurisdiction as the registered address of the charitable organization; (iv) enforcement of the “social quarters™ and
“members and guests” limitation; (v) the structure of the Charitable Gaming Board including any changes needed to
prevent conflicts of interest; (vi) the adequacy of enforcement and resources dedicated to oversight activities of the Office
of Charitable and Regulatory Programs; and (vii) whether regulation of charitable gaming would be more appropriately
vested with the Virginia Lottery. The Office of the State Inspector General shall report on their findings to the General
Assembly no later than October 1, 2021.

2. All regulations promulgated by the Charitable Gaming Board and in effect on March 1, 2021 shall remain in force and
no additional regulations shall be promulgated or additional physical devices authorized for either charitable or fantasy
contests regulated by the Office of Charitable and Regulatory Programs prior to June 31, 2022.
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REGULATIONS VOL. 371SS. 17 - APRIL 12, 2021

TITLE 11. GAMING « Previous | Next » | Table of Contents »
CHARITABLE GAMING BOARD

Chapter 50

Final

REGISTRAR'S NOTICE: The Charitable Gaming Board is claiming an exemption from the Administrative Process Act in accordance with the second enactment

of Chapter 982 of the 2020 Acts of Assembly, which exempts the actions of the board relating to the adoption of regulations necessary to implement the
provisions of the act; however, the board is required to provide an opportunity for public comment on any such regulations prior to their adoption.

Title of Regulation: 11VAC15-50. Texas Hold'em Poker Tournament Regulations (adding 11VAC15-50-10 through 11VAC15-50-170).
Statutory Authority: §5 18.2-340.19 and 18.2-340.28:2 of the Code of Virginia.

Agency Contact: Michael Menefee, Program Manager, Charitable and Regulatory Programs, Department of Agriculture and Consumer Services, 102
Governor Street, Richmond, VA 23219, telephone (804)786-3983, FAX (804)371-7479, or email michael.menefee@vdacs.virginia.gov.

Effective Date: March 23, 2021.

Summary:

Pursuant to Chapter 982 of the 2020 Acts of Assembly, the action establishes regulations for Texas Hold'em poker tournaments, including requirements for
(i) a qualified organization to obtain a permit to conduct a Texas Hold'em poker tournament; (ii) an operator to obtain a registration to administer a Texas
Hold'em poker tournament on behalf of a qualified organization; (iii) recordkeeping, use of proceeds, and fees to be paid by a qualified organization to an
operator; and (iv) participation in Texas Hold'em poker tournaments, such as conduct of poker games, use of mechanical equipment, and penalties.

Changes to the proposed regulation include: (i) stipulating that, in the event of a conflict between the house rules and Robert's Rules of Poker, the house
rules shall prevail; (i) requiring that the department be named as the obligee on bonds; (iii) removing the provision that granted the board authority to
adjust, outside of the Administrative Process Act (§ 2.2-4000 et seq. of the Code of Virginia), the amount of operator compensation that may be counted
toward a qualified organization's minimum use of proceeds; (iv) generally reducing restrictions on tournament operators and charitable organizations; and
(v) allowing the use of electronic poker tables if such devices are preapproved by the Department of Agriculture and Consumer Services.

11VAC15-50-10. Definitions.
The following words and terms when used in this chapter shall have the following meanings unless the context clearly indicates otherwise:

"Administer” means the activities by an operator that are associated with production of a poker tournament.
"Agent" means any person authorized by an operator, supplier, or landlord to act for or in place of such operator, _supplier, or landlord,

[ “Board” means the Virginia Charitable Gaming Board. )
"Charitable Gaming Statute" means Article 1.1:1 (§ 18.2-340.15 et seq.) of Chapter 8 of Title 18.2 of the Code of Virginia.

"Charitable host representative" means a person who (i} is a _bona fide member,_as defined in § 18.2-340.16_of the Code of Virginia, of the qualified

organization; (ii) meets all other requirements for bona fide members set forth in the Charitable Gaming Statute and this chapter; and (iii) is responsible for
the oversight and execution of the written contract between the qualified organization and operator during the poker tournament.

"Conduct” means the actions by a qualified organization associated with the provision of a poker tournament during and immediately before or after the
permitted_activity, which may inctude (i) dealing_playing_cards, (ii) distributing_poker chips, (iii) distributing_prizes, and (iv) any other services provided by a

volunteer game worker or volunteer dealer.
[ "Department” means the Virginia Department of Agriculture and Consumer Segvices. ]
“Fiscal year" means the 12-month period beginning January 1 and ending December 31 of any given year.

"Game manager" means a person who (i) is a bona fide member, as defined in § 18.2-340.16 of the Code of Virginia,_of the qualified organization that is
managing, operating._and conducting_the poker tournament;_(ii) meets all other requirements for bona fide members set forth in the Charitable Gaming

Statute and this chapter; and (iii) is responsible for the operation of the gualified organization's poker tournament.
“Immediate family” means a person's spouse,_parent, child, sibling, grandchild, grandparent, mother or father-in-law, or stepchild.
“Interested person" means (j) the president or chief executive officer, treasurer or chief financial officer, an officer, a game manager, or charitable host




representative of any qualified organization that is exempt or is a permit applicant or holds a permit to conduct Texas Hold'em poker tournaments; (i) the

owner,_partner, president or chief executive officer,_treasurer or chief financial officer_or tournament manager of 0| or; or (iii) the ow irector,
officer, or partner of an entity, engaged in supplying charitable gaming supplies to a qualified organization.

"IRS" means the nal Rev: Service or its su T

“Landlord" means any person or such _person's agent. firm, association, organization, partnership,_corporation, employee, or_immediate family member

thereof, who owns or leases any premises devoted in whole or in part for use to hold a poker tournament and any person residing in the same household as a
landlord.

“Manufacturer” means a_person that assembles from raw materials or subparts a_completed piece of charitable gaming equipment or_supplies,
“Manufacturer" also means a person who or an entity that modifies, converts, adds, or removes parts to or from charitable gaming equipment or supplies.

"Operator”_means a person [ fe A ] that has re red with th ment in accordance witl -40 t
administer poker tournaments.

"Poker game” means a Texas Hold'em poker game as defined in § 18.2-340.16 of the Code of Virginia,
“Poker tournament" means a Texas Hold'em poker tournament as defined in § 18,2-340.16 of the Code of Virginia.

“Remuneration” means payment in cash o rovision of anything of value for ds provided or services ren
“Tournament manager” means a person who is employed or contracted by an operator to administer poker tournam ified organization.

se of proceeds” means the use of funds derived b

charitable_community. or educational purposes. “Use of proceeds" mclgdgs expenses relating to the acquisition, construction, maintenance, or repair of any
interest_in the real property involved in the operation of the qualified organization and used for lawful religious,_charitable, community,_or educational

purposes.

11VAC15-50-20. Organization eligibility: permit requirements.

A. The conduct of charitable gaming_is a privilege that may be granted or denied by the department, Except as provided in § 18.2-340.23 of the Code of

Virginia, every eligible organization with anticipated gross gaming receipts that exceed the amount set forth in § 18.2-340.23 of the Code of Virginia in any 12-
month period shall obtain a permit from the department prior to the commencement of a poker tournament. To be eligible for a permit an organization must

eet all of the require s of § 18,2-340.24 of the Code of Virginia.

B. In accordance with § 18.2-340.19 A 1 of the Code of Virginia, as a condition of receiving_a poker. rnament per
ini of 2.5% of gross receipts from its poker tournaments for (i) those lawful religious, charitable, community, or educational purposes for which the

organization is specifically chartered or organized: {ii) those expenses relating to the acquisition, construction, maintenance, or repair of any interest in real
property involved in the operation of the organization and used for lawful religious, charitable, community, or educational purposes; or {iii) the cost of
e amount from this compensation

compensating an operator who is contracted by the qualified organizati administer its poker
at may be coun ward the minimum of proceeds shall not exc 0.25% of the gross receipts generated from the poker tournament [ -ane-it-may

C. If an organization fails to meet the minimum use of proceeds requirement, its permit may be suspended or revoked. However, the department shail not
ization

suspend or revol it of any organizatj olely because of its failure to meet the require centage withou ing first provided the or;

with an opportunity to implement a remedial business plan.

D. An organization may request a temporary reduction in the predetermined percentage specified in subsection B of this section from the department. In
r of charitabl in ich may include

reviewing such a request, the depa nt shall consider such rs appropriate to and consistent wi

(i) the organization's overall financial condition, (i} the length of time the organization has conducted charitable gaming, (iii) the extent of the deficiency, and
(iv) the progress that the organization has made in attaining the minimum percentage in accordance with a remedial business plan.

£ ] An organization whose permit is revoked for failure to comply with provisions of subsection B of this section shall be eligible to reapply for a permit at the
end of one year from the date of revocation. The department, at its discretion, may issue the permit if it is satisfied that the organization has made substantial

efforts toward meeting its remedial business plan,

J1VAC15-50-30. Permit application process for an organization.
A, Any organization anticipating_gross gaming_receipts that exceed the amount set forth in § 18.2-340.23 of the Code of Virginia shall complete a form
onr: dable

prescribed by the department to request issuance or renewal of an annual permit to conduct charitable gaming, Organizati hall submi
fee payable to the Treasurer of Virginia in the amount of $200 with the application unless the organization is exempt from such fee pursuant to § 18,2-340.2
of the Code of Virginia or holds a charitabl ing_permit issu rsuant to 11VAC15-40-30.

B. The departm initi ction again, rganization pt from permit requirements when the department reasonably believes the organization
is not in compliance with the provisions of the Charitable Gaming Statute or this chapter.



C rmit shall be valid for a period of one year from the date of iss or for a period ified on mit. Th rtment may iss ermits fo:

periods of less than one year.
t shall co Mground |nves; gati g n of an orga r_u;gpon or interested gg sons to gn;ure gugllc §afe§y and welfare as requir gt
li it f

nmmal oﬁgn;g, The !gvestlggy may g_glude the followmg=

rch of criminal his for the presi ief executive officer, treasurer or chief financial officer, game manager, or charitable
Mpﬂﬂtaﬂ_gﬁh_e_ggmzaggn Informg; ion gng uthorization to conduct these records checks shall be provided in the permit application,
In addition I r ization provide assurances that all other individuals, excluding an operator, involved in the
management, ogeration, or conduct of gba[j;gble gaming meet the requirements of subdivision 12 of § 18.2-340.33 of the Code of Virginia. The

ment may d n ication if:
2. Any person participating in the management of any charitable gaming has ever been:
(1).Convi a felony: or

b. Any person participating in the conduct of charitable gaming has been:
(1) Convicted of any felony in the preceding 10 years: or
{2) Convicted of any misdemeanor involving f theft, or financial crimes within the preceding five years;

2 An lnqw;y_gs_Mgg_h_e_mﬂ[gamggt!on has been granted tax-exempt status pursuant to § 501(c) of the Internal Revenue Code by the IRS and
i liance with IRS annual fili en
3. An inquiry as to whether the organization has entered into any contract with, or has otherwise employed for compensation, any person for the
anizing or ing. operating, o ducting any charitabl ing activity outside of a wri i erator to
administer the organization's poker tournament;
4. Inquiries into the finances and activities of the organization and the source d uses of funds
uiries into the level of ¢ unity or fi ial support to the organization and the level of community invo
management of the organization; and

6. Inquiri

E. The permit application for an organization that has not previously held a permit shall include:
1. A copy of the articles of incorporation, bylaws, charter. constitution, or other appropriate organizing document;
ed by th 1(c) of the Internal Revenue Code, if appropriate, or a letter from the natjonal

.o_tﬂ_cs_o_fén_orgmmen_a_tmg_pthea_p_rmlca g_s_nggpﬂLaﬂ_namzat-om ding and is currently covered up ex mtl_on_wng..AJﬂtsmt
0od standing is not required i i isti

standing in the Commonwealth as of gngg[y,J_[g_gg_b_yggr and hgs agreed to promptly provide the department any changes to the listing as those

ch cur;

3. A copy of the written lease or prop i S d all other written agreement een an organjzati d the landlord if the
organization rents or intends to rent a facility where a poker tournament is or will be conducted. Information on the lease shall include name, address, and
phone number of the landlord; maximum occupancy of the building; and rental amount [ ; If the landlord is an entity, then the identity of such entity's
owners, members, manager, officers, ire all isted i | I

4. An authorization by y___q_;_cgr_QLQt_gLagp_pan ffi ro _uaufﬂﬂewf_tm.gm!m_p.e_m_mg_d_p ine whether the organization
investigated or examined b onne: itable tivities previous three years;

5. A statement whether the organization will manage, operate conduct its o i ith an operator to

Ammjs.te_s_p—mgu.e_o_gm;m_ags_mr;gmr its poker tourna rganization contr, Mmmmw_ths&am&mw_eﬂ._w__a copy of the
written contract with the operator shall accompany the application rovi of 11VAC15-

6. If the organization uses or intends to use an operator to administer its poker tournament, the identity of the organization's charitable host



representative and a copy of a current identification of the charitable host representative, such as a driver's license or other government issued
tentification;

Z.If the organization intends to manage Mmﬁmw&womu ts ow .the designation and
identity of the organization's game manager, who shall be a per € respo duct of the poker

tournamen :Ig[ the qualifi ed g[ggmgaygn. and a copy of a current identification of the game manager, such as a drlve[ s license or other
ued identificati

8. fmg g[ggm;aggn lntgng§ to mangge. operg;g a poker tourn. en a copy of wri i lc | polici d proced
P D3 epted standards;

9. Written [ disclosure ] statement as to whet i) the president or chief ex ive officer, treasurer or chief financial officer, an officer, a game
manager, or charitable host representative; (ii) an immediate family member individual listed in clause (j) of this subdivision; or (iii) persons

residing in the same household as an individual listed in clause (i) of this subdivision has directly or indirectly any interest or ownership in an
operator; and

10. A sample of the badge to be worn by the game manager and other game workers during the operation and conduct of the qualified
g[ . v ) H .

tourna ich shalli

2. A recent photo of the person;

The fi ame and la f erson;
i e of the qualifi ization; and

d. The date the badge was issued to the person.

E. An organization applying to renew a permit previously issued by the department shall submit articles of incorporation, bylaws, charter, constitution, or other
organizing_document; IRS determination_letter; or any other document or information specified in subsection E of this section only. if there are any

amendments or changes to these documents or information that are directly related to the management, operation, or conduct of charitable gaming,

G. The department may request copies of minutes of meetings of the organization and any contracts with landlords, suppliers. or operators to which the
organization is or may be a party.

H. If any information on the permit application ¢changes or is found to be inaccurate, n the lified organizatio| Il noti depa nt and provide
the updated or corrected information within three business days of the change or the discovery of the inaccuracy.

LA qualified organization wishing to change the date, time,_location, or operator of its poker tournament shall request an amendment to its permit.

mendment requests shall be m in writi n rescri b d ment in advance of the proposed effective date,
). A qualified organization may cancel its r_tour| ent du incl weather, a disaster, or other circum outs nization's control
without an amendment to its permit.

K. Any qualified organization that ceases to conduct poker tournaments shall im'mggigggly ;_notify the department in writing_and provide the department a
report as to the disposition of all unused charitable gaming supplies on a form prescribed by the department.

11VAC15-50-40. Operator registration.

A. No person shall administer a er tournament on behalf of a qualified organization without an operator registration. A person seeking to administer a
poker tournament on behaif of a qualified organization shall apply to the department for an operator registration on a form prescribed by the department.
The application fee for an operator registration is $1,000.

B, The department shall conduct a background investigation prior to the issuance of a registration to any operator. The jnvestigation may include the
following;




Commission, the Department of Taxation, or the Virginia Employment Commission,

2. Veri ion of current compliance with Commonwealth's tax la
3. A search of criminal history records on the owner. pa i or chief executive officer, treasurer or chief financial officer, and the
rator" am n f the owner, resi or chief executive o r treasurer or chief financial officer, or the operator's
ent i miciled outsid the Commonwealt as resi in the Co | an five years, a crimi i

e n by the appr: ority i t t individual has reside ring the previous five years shall be provided by
the applicant. Appropriate information and autharizations shall be provided to the department to verify this. i i
istration shall lid for a period of on ar fi ate of issuance or for a period specified on the registration. The department may
issue a registration for a period of less than one year,
D. The department may refuse to issue a registration or ma n evoke a registration if an rator [ -efficer-directer—employee agent-erowner or
any of its officers, directors, employees, agents, or owners J;

1.1s gpg[atmg wuthog;a_vglld ||cense, it ificat istration, or o imi uthority related to gam
. T n He?

bdivision thereof;

2.U r continues to use a pr. s been reca th f er;
3. Administers | r tournaments f uthorized persons or entities, such as [ quatified ] organizations not permitted by the department
irinia-

Rursuant to 11VAC15-50-30 or otherwise exempted from obtaining or possessing a permit n 18.2-340.23 of

ngages or participates in illegal gambling: or is n thorized to conduct business in th mm ealth;

4. Fails to notify the department within 20 days of the occurrence, knowledge, or receipt of filing of any administrative or lega ion relatin
ing or

administration of er tournaments involving or rni operator, any officer, director, employee, agent, or owner during
the term of the operator's registration;

gp,e_: gg; s contract with a ggalnﬁgg orgam;ggon entgred into gursugnt to 1]VAC1 S- SQ 1401;

Fails to provide the required ection | of this section;
2. [ Fails to maintain a surety bond in accordance with this section;
B ilemsy, partmentteo-have ] violated any provision of Chari  Statute or this chapter [ or has been involved in
Mm_xg_m_ms_u&g&uga or's violation of any provisio rator’ d ial, suspension, or revocation of a registration
Jor

ent's objective of maintaining the hi level of integrity in charitable

[8:9.] Has been en,
gaming.

E. The registration application for an operator that has not previously held a registration shall include;

1. A copy of the articles of incorporation, bylaws, charter, constitution, or other appropriate organizing document;

2. A copy of written internal control policies and procedures that includes segregation of duties, cash security, and cash controls based on generaliy
accepted standards;

3. [ Written evidence of a surety bond made payable to the department in accordance with the terms of subsection K of this section;

4.] Alist of all qualified organizations on whose behalf the applicant intends to administer a poker tournament, the locations at which the applicant
intends to administer a poker tournament, and any other information deemed necessary by the department;

4: 5. ] A copy of each written contract with a qualified organization;

[ 5:6. ] The identity of the operator's tournament managers, dealers, and other game worker: of a current identification s a dri
license or other government issued identification, of the operator's tournament managers, dealers, and other game workers; and
[67.]Asa eb to be wor e or's poker tournament manager, chari host represe ive, dealer, an

workers during the administering of the qualified organization's poker tournament. A badge shall include the following;

Ar hoto of son;



e firs eandla e on;

<. The name of the operator; and
d e the bad as i e n

E. If any information on the registration application changes or is found to be inaccurate, then the operator shall notify the department and provide the

updated or corrected information within three business days of the change or the discovery of the inaccuracy.

G. Operator. lying to renew a registration previo i by th t shall submit articles of incorporation, bylaw: s charter, constitution, or other

g rganizing document or any other document or lnforma_tlon specified in subsgg; ion E of this section only if there are any amendments or changes to these
documents or information that are directly related to the administering of a poker tournament,

H. Operators shall ensure that a copy of a detaited invoice is provided to the qualified organization for each [ pekertournament day ] it administers [ one or
more poker tournaments ] on behalf of the qualified organizati he invoice | refi he following;

1. Name, address, and the organization number of the qualified organization;
2. Date and location of the poker tournament; and
informati ed to calcu e fee owed to the operator, including gross receipts, net receipts, and prize disbursement.

L_Each operator shall provide a report to the department by March 1 of each year for the fiscal year ending December 31 of the previous year for each

gualified organization it contracted with to administer a poker tournament in the Commonwealth of Virginia. This report shall be provided to the department
via a department-approved electronic medium. The report shall include the name, add and organization number of each qualified organization and the

following information for each poker tournament;
1. The total amount of gross receipts generated from each poker tournament;

2. The total nt of prizes disbursed to players for each poker tournament;

3. The total number la t ker tournament;
4. The total amount charged by the operator to the qualified organization for administering the poker tournament; and
other informati cessa h art

J.An operator that administers a poker tournament for a qualified organization exempt from obtaining or possessing a permit pursuant to § 18.2-340.23 of the
Code of Virginia shall ensure the qualified organization js and r ins ted from obtaining or possessing such a permit prior {o any poker tournament.

The operator shall also obtain a written and signed statement from the president or chief executive officer and treasurer or chief financial officer, or another
ing that gross receipts

officer or director if the president or chief ex ive officer urer or chief financial officer are fill he rson

are expected to be less than al he amount forth i 18.2-340.2 he Code of Virginia. Such statements shall be dated and kept on file for a

minimum of three years from the close of a fi ear.

K. [ An operator shall have and maintain an annual surety bond from a surety company entitled to do business in this Commonwealth. The surety bond shall
be payable to the department and be in an amount deemed necessary by the department to secure the faithful discharge of the duties of the operator to the

organization for whom the operator administers poker tournaments and to participants and players in its poker tournaments, including payment of expenses
and prizes payable. However, the amount of the surety bond shall not be less than $200 and not more than the typical prize payable in any given poker
tournament i by the operator during the period for which the surety bond applies.

L. ] The operator shall maintain training records related to poker tournaments and 11VAC15-50-50 € for all of its tournament managers, dealers, and other
game workers. Such records shall be available for inspection by the department, its employees, or its agents at their request,

M. ] The operator shall disclose to the department whether (i) any of its directors, officers, owners, partners, employees, independent contractors, or

[&EM.

agents, (i) an immediate family member of an individual li in clause (i) [ et of ] this subdivision;_or (jii) persons residing in the same household as an
individual listed in clause (j) [ er of ] this subdivision is affiliated or associated with any qualified organization that is authorized pursuant to §§ 18,2-340.23 and
18.2-340.24 of the Code of Virginia to manage, operate, and conduct a poker tournament or to contract with an operator to administer its poker tournament [

or has made or received a payment from a qualified organization for which it administers a poker tournament ).
[ #: N. ] An operator shall not prepare or submit a permit application or a financial report on behalf of a qualified organization,

11VAC15-50-50. Suspension, revocation, or denial of permit for organization.
. Pu § 18.2-340.20 of de of Virginia, the de m d, revoke, or deny th fa ualified organization to man.
operate, or. ggnduct poker tournaments or to contract with an operator to administer the qualified g[gamza;von s p_okLtw_ruau_mL__usg._nMng_y

of the following reasons:;




is fo to be in violation of or h iled to meet any of t quirements of the statutes or regulations governing the

ana t, and con f charita ing in the Co e
2. The qualified organization is found to be not in good standing with its state or national organization.
IRS revok uspends th lified organization" -exe

ble gaming,

. nization is fi to ha m r involved in the management, operation, or conduct of its charitable gaming who has been
convicted of any felony or any misdemeanor as follows:

a. For any person participating in the mana ent or operati aritable gaming;
(1) Convicted of a felony; or
(2) Convicted of any misdemeanor involving fraud, theft, or financial crimes within the preceding five years,

b. For any person participating in the conduct of charitable gaming;
(1} Convicted of any felony within the preceding 10 vears; or
(2).Convicted of any misdemeanor involving fraud, theft, or financial crimes within the preceding five years,

6.T ualified o ization fails to repo iolati ired by 11V, -50-170,

7. The quali organization is found to hav d, operated, or conducted a poker tournament or contracted, whether written or verbal, with
an operator or others that administered a p_o[sg[ ggmameng on its behalf without a permit issued to the qualified organization to do so unless the
gualified organization did so in compliance with § 18.2-340.23 A of the Code of Virginia.

8. The qualified organization fails to comply with the disclosure requirement pursuant to 11VAC15-50-30 E 9,

9. if the qualified organization uses or intends to use an tor to administer it ournam lified organization fails to submit or

provide to the department a written contract that complies with 11VAC15-50-140; fails to submit or provide to the department a new or amended
written contract with its operator within 20 days after the contract is signed by all parties to the contract; or fails to it or provide to th

department a new or amended written contract with its operator ies wi 1 15-50-14
10. The qualified organization or its mgmpgrg or any persons affiliated or a;;ogaggg wlgh ghg guallfled organization, their immediate family

members, or persons residing in usehold directly or indire ._operator, or supplier of charitable gaming
supplies, its agents, its employees, their inmediate family members, or persons residing in their hou;ehg .

1

_____ s ditions-6 - et iod tha o o i ool FP i b El ] e A N 4
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ilure to meet any of t uiremen 18.2-340.24 of the Code of Virginia shall be cause for the denial e_permi ualifi ganization
shall manage, operate, an uct a ke rna ontr ith an operator to administer the qualified organization’s poker tournaments until

the requirements are met and a permit is obtained. i
C. Except when an qualified organization fails to_meet any of the requirements of § 18.2-340.24 of the Code of Virginia, in lieu of suspending, revoking, or
denying_a permit to manage, operate,_and conduct poker tournaments or to contract with an operator to administer the qualified organization's poker
tournaments, the department may afford a qualified organization an opportunity to enter into a compliance agreement specifying_additional conditions or
requirements as it may deem necessary to ensure a qualified organization's compliance with the statute and regulations governing the conduct of charitable
gaming activities and may require that a qualified organization participates in such training as is directed or offered by the department,

D. If a permit is suspended, the department shalt set the terms of the suspension, which shall include the length of t nsion and a requirement that,

prior to reinstatement of the permit, the organization Il submi emedial business plan to address the conditions that resuited i pension,
C€15-50-60, Operation and conduct of Texas Hold' r tour; .

A. A Texas Hold'em poker tournament is a competition at which:
1. Players shall pay a fixed fee for entry into the competition fo ai ount of poker chi ruseinth




3. Players may be seated at one or more tables simultaneously playing Texas Hold'em poker games;
4. Players shall. upon running out of poker chips, be eliminated from the competition; and

comp_gtmon that does not meet the requirements lished in ction A of thi ion j t permissible. A qualified organization or operator
hal exas Hold' r tournament meets the reguirements establl h ubsection A of thi tion

rations of poker tour ents.

1 icipation i ert am
a. Qualified organizations shall (i anage, operate co t ournament after rmit has been i by the department unless
the qualified organization is exempted from obtaining or possessing.a. it pu| 18.2-340. of Virginia; or (i) obtain a

permit pursuant to 11VAC15-50-30 and contract with an operator that is registered pursuant to 11VAC15-50-40 to administer its poker tournament.
b. An operator shall only administer a_poker tournament for a qualified organization (j) | itted h ursua 11VAC15-50-30
a

or (ji) exem from obtainin sessing a permi an 18.2-340. e Code of Virginia an operato Il only administer
poker tournament after it is registered pursuant to 11VAC15-50-40,

¢. All persons participating as a player in a poker tournament shall be 18 years of age or older.

d. [ #he A ] qualified organization' em ers, volunteer game workers, volunteer dealers, charita resentatives, their i ediate
.f.a_L\Lms_b.e.Lé.__m OrM_LﬂJnS esiding in their household shal [&b_gpmmtm:]mg.m[ﬂ]_rubgmmmgmﬁhﬂﬂﬁ:ﬁ

e. [ The An ] operator’s dire ers, tournament mapagers, employees, inde nt contractors n eir j diate

gmlly me mgg S, g gg SONSs res g!ng in thelr housghgld shall [ ret be permitted to ] participate [ it ] or otherwise play in [ afty a ] poker [
: as permitted in the applicable house rules ],

f. The quallﬂed organ!zauon is responsible for all actions performed by its game managers, volunteer game workers, volu and
h r' a e ta I [ JlL"Jlm‘l’.LJLllL’Alu.1..1]ll‘l’.l!ull‘k"lllu*“u‘u!ml.‘l.ﬂlJi"-\"’,LﬂulmEL\mzl 'L')A\mﬂﬂl.luul:lll =

2. Operations of tournaments,

a, During a poker tournament, if the qualified organization is managing, operating, and conducting its own poker tournament, then a game
mana durin ir ration oker tourn nt. If an operator is administering the poker tournament,
then the operator's tournament manager [ ane-charitable-hest-representative ] must be physically present during the entire duration of the poker

tournament [ and the charitable host representative must be present for a portion of the poker tourn t an hysically or remotely availabl

for all times a tournament is in play ],
b. During a poker tournament, th lified organization r hall provide badges for each of its game manager, operator's tournament

manager, charitable host representative, dealers, and other game er. h worn i nner in whi badges are visible to players
and to the department, its employees, or i ents during the duration of the poker tournament m nager, operator's tournament
manager, charijtabl representati alers, a her game workers shall als pogsgsgacurrent pww_ﬂs
license or other government issued identification. The gwg_ma_@ggmunmm er, charit. ntative, dealers, and other
game workers shall provide the badge, curren i ificatio by the d MMMM
Theseb l t the criteri f in 11VAC15-50-30 and 11VAC1 -5

¢. If the qualified organization is managing, operating, and conducting its own poker tournament, then a game manager shall co te an

poker tournament reconciliation form within 48 hours of the end of the r tour ent a ui 11VAC15-50-110. If an operator i
administering the poker tournament, then the operator's tourname nager and charitable ho presentative shall complete and sign a poker

r ciliation f ithin 48 hours of the end of the poker to ent as required b VAC15-50-110
d. All persons involved in managing, operating, conducting, or administering a poker tournament shall be 18 years or age or older.
e. During the poker tournament, a qualified organization or operator may award players participating in oker tourna ri f value, the
value of which may be determined by the game manager or the operator's tournament manager, under the following conditions, including;

(1) A player, within a specific iod of time as determined manager o r's tourn r. wins the highest ranked



band;

r sitting on ¢ eat randomly determined by the game mandger or operator's tournament manager, at a specific period of time as
determined by the game manager or the operator's tournament manager;

(3).Every player sitting at a single table that is ran l mined by the € manager or operator's tournament manager, at a specific period
of time as determined by the game manager or the operator's tournament manager;

(4) A player that loses a hand that is the hig osing ranking hand, within a specific period of time as determined by th m er or the
operator's tournament manager; '

(5) The last player who remains in the poker tournament who participated in the last man standing bet;

(6) An amount of poker chip ermined by the game manager or operator's tournament manager, that ar ced into th a randomt

el tabl the game manager or the operator's tournament manager before the hand begins, before any players place forced bets,
commonly referred to as "blinds"; or

(Z).Those players who pay an additional fee to receive additional poker chips at the set preannounced times for use in the poker tournament may,
be awarded prizes based on how long such player remains in the tournament,_as determined by the game manager or the operator's tournament

man r

f. The game manager or the operator's tournament manager shall:

ere to definiti f Texas Hold'em poker game as stated in § 18.2-340.16 of the Code of Virginia;
(2) Apply the ranking of hands and the rules of the poker tournament as governed by the official rules of the Poker Tournament Directors
Association; and
(3) Apply the code of conduct and etiquette as governed by Robert's Rules of Poker.

g. For the purposes of maintaining integrity of the poker tournament, the dealer shall only be responsible for dealing playing card d handling
poker chips at the poker table during the poker tournament and not assigned any other duties or responsibilities not directly related to such

iviti

If the charitable host representative is involved in an ion of the cash handling during a poker tournament administered by an operator,
then the charitable host representative shall adhere to the operator's internal control policies and procedures th ubmitted to th
department by the operator pursuant to 11VAC15-50-40 E.

3. A qualified organization shall display prominently its charitable gaming permit during the poker tournament, and if th alified organization
uses an operator to administer its poker tournament, then the operator shall display its operator registration.

4._A game manager or, if a qualified organization uses an operator to administer its poker tournament, the gualified organization's charitable host

representative and the operator's tournament manager shall display prominently a poster advising the public of a phone number where
complaints relating to the poker tournament may be made. Such posters shall be in a format prescribed by the department, as required by

11VAC15-50-170

5. A game manager or, if a qualified organization uses an operator to administer its poker tournament, the qualified organization's charitable host
representative and the operator's tournament manager shall display prominently a poster that bears a toll-free telephone number for "Gamblers

Anonymous" or other organization that provides assistance to compulsive gamblers,
6. A game manager or, if ified organization uses an operator to administer jt; ker tournament, the qualified organization's charitable host
representative and the operator's tournament manager shall display prominently any house rules, which shall govern the poker tournament

eyond fficial rules for poker tournaments e lish he Poker Tournament Directors Association, and the code of conduct and etiquette
by Robert's Rules of Poker. An se rul be consi ith the Charitable Gaming Statute, this chapter, [ and ] the official

ovi
rules for poker tournaments established by the Poker Tournament Directors Association {
Rebert'sRulesofPoker ),

/. A game manager or, if a qualified organization uses an operator to administer jts poker tournament, the qualified organization's charita

epresentati he operator's tourna man a re chi laying cards, or mechanical poker equipment used to

conduct the poker tournament are not counterfeit, tampered with, or otherwi e integrity of ker ior to, during, and

C-OT-CORGUHCAREG CHQUECT e IS FOVEFrRCODY
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standards shall be remo im iat fro e ma

administer its poker tournament, the sentativ ator's tou

.n_aiac_ly_ol[_nmmes_trm_@n_@mgMg[nggmmgl less ch activiti 8,2 401 e
seq.) of Chapter 8 of Title 18.2 of the Code of Virgini itable Ga ). [or ] LD.LM [ ~Ehepter48{5-58:1-4000-ct

ualified organizations, registered operators, and permitted charitable gaming suppliers shall advertise a poker tournament. Any printed

advertisement is permitted, provided the na the qualified organizati all be in a type size equal to or larger than the name of the premises
r the poker tournamen (o] tor, or any word referrin oker tournament,

11VAC15-50-70. Charitable gaming supplies: approval of mechanical card shuffler and dealer shees and other electronic and mechani
equipment,

A. [ Operators and organizations shall purchase charitable gaming supplies,_including cards, chi nd el ic and mechanical devices, only from_a

charitable gaming supplier permitted pur 2- 4 0 de of Virginia

B. Electronic and mechanical devices, including €| gg;;gmc goker tagles. may be used to conduc gokgr games or tggrnameg:;. provided that such e gg;romg or
mechanical equipment or device is preapproved by rdan hnical standards adopt

the rtment. ’

€. 1 The department shall set testing criteria for all mechanical card shuffler and dealer shoes and other [ electronic and ] mechanical equipment used during a
poker tournament. A mechanical card shuffler and dealer shoe or other [ electronic and ] hani ipmen ring a poker tournament shall n
sold, leased, or otherwise furnished to any person in the Commonwealth of Virginia for use during a poker tournament until an identical sample card shuffler
and dealer shoes or equipment containing_identical software has been certified by a testing facility that ha en formally recognized b

testing facility that upholds the standards of integrity established by the department. The testing facility must certify that the mechanical card shuffler and
dealer shoe, other mechanical equipment, associated hardware, and a jated so r nf minimum, to the requirements of thi r. On
the testing facility reports the test results to the department, the department will either approv: rej e anical card shuffler and dealer shoe or
other mechanical equipment and inform the manufacturer of the results, If any such system or eguipment does not meet the department's criteria, that
system or equipment shall recalled and shall distributed in the Commonwealth. The cost of testin, ] n the manufacturer of suc
equipment,

[ 8._D. ] Notwithstanding any_other testing_criteria established by the department,_the hanical card shuffler and dealer shoe sh

standards establish Gaming L. ies International for card shufflers and dealer shoes.

11VAC15-50-80. Rules of play.

ualified organizatio nd operators shall adhere to the official rules of the Poker Tournament Directors Association and th de of conduct and etiquette

from Robert's Rules of Poker, [ To the extent any house rules are inconsistent with the rules established by Robert’s Rules of Poker, the applicable house rules
shall prevail, ]

11VAC15-50-80. Requirements regarding renting premises, agreements, and landlord participation.
A. No qualified organization [ or operator ] shall rent or use any leased premises to be used for poker tournaments unless all terms for rental or use are set

forth in a written contract and signed by the parties thereto prior to the issuance of a permit to conduct charitable gaming,

B. Qualified organizations shall not make any payments to a landlord except by check drawn directly from the qualified organization's charitable gaming
account and in accordance with the conditions set forth in the written contract described in subsection A of this section.

C. [ Ne Subject to a qualified organization's conflict of interest policies and related IRS regulations, a ] landlord, its agents, its employees, their immediate

family members, or ons residing in their household [ skalt may ] directly or indirectly make any loan to any qualified organization, operator, or supplier of [
charitable poker ] gaming supplies, its members, any persons affiliated or_associated wi ualified organization, their immediate family members,_or

persons residing in their ho old
‘ j i i i ici egulations, a ] !ggg! d,_its agents. its employees, their immediate
family membgr S, Or persons ggg ng.in their gg;gnolg[ﬂi_m] glrec;!y ndl ectly make an to any qualified organization, operator, supplier




of [ charitable poker ) gaming supplies, its members, -any persons affiliated or associated with the qualified organizatio g&mmMgﬁMm&
pe §gn§ reS|d|ng ;hg[ household [ ynless-sueh-payment-|

oMt nRaera—to-tneq uml&wusuimul-bmu -mxhﬁ‘mmmxu&nin:ﬁ;iumsm-

E. [ Ne Subj a qualified organization's confli interest policies and related IRS regulations, a ] landlord, its agent, its employees, their immediate family

members, or persons residing in their household [My 1.at a poker tournament operated, conducted, or administered on the landlord's premises:

1. Participate in the management, operation, co administration of any poker tourn

2. Sell. lease. or otherwise provide any charitable gaming supplies, including playing cards, poker chips. or other game pieces [ provided that such
I i ritabl i upplier i suantto § -340 the Code of Virginia J;

Require ndition of the [ written-contract lease ] that a particular supplier of charitable gaming supplies [ or operator ] js used by the

uali ization; or

o0 a gualified organization's conflict of interest policies and related IRS regulations, a ) member of a qualified of gamzanon lnvolvgg ; e
management, operation, or_conduct of a poker tournament [ shalt may ] provide [ any ] servic landlor remu in an
that a qualifi rganization is using to operate a ondugt its poker tournament.
[ G. A qualified organization or an operator shall disclose to the department any n o de, directly or indirectl one of i !
erson affili r_associated with th | rganization or operator, their immediate family member, or a person residing in their household by a

landlord with whom the qualified organization has entered into a written contract pursuant to subsection A of this section, ]

11VAC15-50-100. B ccount:

A. A gualified organization shall maintain a charitable gaming_bank account that is separate from any other bank account, and all gaming receipts shall be
deposited into the charitable gaming bank account,

B. Disbursements for expenses by the qualified organization other than prizes and reimbursement of meal expenses shall be made by check directly from its

charitable gaming account. However,_the expenses incurred by an_operator administering a poker tournament may be disbursed from the qualified
organization's charitable gaming account through an electronic fund transfer to the operator provided that such an arrangement is agreed upon by both the
qualified organization and the operator. A written agreement specifyin ter is arrangement shall be required prior to any electronic fund transfer
occurring between the two parties

C. All charitable gaming_bank account records, including_monthly bank statements, canceled checks or facsimiles thereof and reconciliations, shall be
maintai ramini of three years following the close of a fiscal year.

D. All receipts from the poker tournament shall be deposited by the second business day following the tournament at which they wer iv wever,
eceipts recei n operator for administering a poker tournament for a gualified organization be deposited h an electronic fund transfer into
the qualified orgapization's charitable gaming account provided that suc arrangement is agreed upon by both the lified organizati perator,
A written agreement specifying the terms of this arrangement shall be required prior to ic fund transfer rring between the

VAC15-50-110. Recordkeepi

addition t records required by § 18.2-340.30 D he C of Virginia,_qualified organizations managing. operating, and conducting_poker
tournaments or contracting with an operator to administer poker tournaments shail maintain a system of records for a minimum of three years from the close

of the fiscal year for each poker tournament on forms prescribed by, artment or reasonabl imiles of those forms roved b nt tha

include:

1. Charitable gaming supplies purchased and used for poker tournaments;

2. |f the qualified organlggggn is managi ng,_gp_qn;a_mg, and conducting its own poker tournament, then a game manager shall complete and sign a
is administering the poker tournament,

en the o 's tournam er and char ble host representative shall completg and sign a poker tournament reconciliation form
within 48 hog:; of the end of the poker tournament;
3. All discounts provided;

4. A reconciliation to account for cash received from workers who received payment from players for entry into the poker tournament;
5. An admissions control system that provides a cross-check on the number of players in attendance and sales. This may include a ticket control



system, cash register. or any similar system;

An itemized rec ecei ddi sem iated wi ournament, i ri contra ith a rent,
advertisement, and security as well as use of proce isbursements. Copies of invoices a erd entation fo ishur:

o entation for ch other all also aintained;

d € name and each n nt winner who was a d a prize duri r onclusion of t| okel nament;

9. For any prize or jackpot of a value that meets or exceeds the reporting requirements in the IRS's Publication 3079, the name and address of each
individual to whom any such prize or jackpot is awarded and the amount of the award,
B. The qualified organjzation and their contracted operator shall each maintain independent records from one another on each poker tournament. The

qualified organization shall not have its records managed, maintained, or stored by an operator,

C. All unused charitable gaming_supplies shall either be returned for refund to the supplier in unopened original packaging_in resalabl dition_as
determined by the supplier or destroyed following notification to the department on a form prescribed by the department. The qualified organization shall

maintain a receipt for all such charitable gaming supplies returned to the supplier or destroyed.

11VAC15-50-120. Financial reporting, penalties, inspections, and audits.

. Each qualified organization shall fi ual report of receipts and disbursements by March 15 of each year on a form prescribed by the department. The
annual report shall cover the activity for the fiscal year. The qualified organization may combine this report with its report for other forms of char min
into a single re| isfy 1 15-40- nd this section

B. The annual report shall be accompanied by the audit and adminjstration fee as established by the department for the fiscal year unless the fee has been

remitted with quarterly reports or the qualified organization is exempt from payment of the fee pursuant to § 18.2-340.23 of the Code of Virginia.
organization desiring an extensi its ann for good he extension in writi n_a form prescribed by the

_p_a_mgm_am_shg_u_p_am_g_g ojected audit gng adm|n!§t[§t|gn t e, r_n!g;s exempt from ayment of the fee pursuant to § 18.2-3 of Code of

D. Unless exempted by § 18.2-340.23 de of Virginia, qualified organizations realizing_any gross gaming_receipts in any calendar quarter shall file a

arterly report of receipts and disbur on a form prescribed by the department as follows:
Quarter Ending Date Due
March 31 June 1
June 30 ember 1
September 30 December 1
3 r3 March 1

Qualified organizations shall submit quarterly reports with the appropriate audit and administrgtion fgg unlgss the qualified organization is exempt from
payment of the fee pursuant to § ]8 2- 349,23 of the ngg of VI[gmia Thg qualifi rganizati bine this r i haritabl

gaming_into a single report to -40- nual financial report ma sub te for a quarterly report if t ualified
organization has no further ghamgg e gaming income during the remainder of the reporting period and the annual report is filed by the due date for the

applicable calendar quarter.
E. A qualified organization desiring an extension to file its quarterly report for good e shall r he ex jon in writing on a form prescribed by the
e of Virginia.

department an Il pay the projected audit and administration fee unless exempt from payment of the fee pur. 18.2-340.2
The extension request and payment of projected fees shall be made in accordance with the provisions of § 18.2-340,30 of the Code of Virginia,

E. Qualified organizations failing to file required reports, request an extension, or make fee payments when due shall be charged a penalty of $25 per day from
e due date until such time as the requir ort is filed.

G. Qualified organizations failing to file a quarterly report or annual report on or before the due date as specified in subsections A and D of this section, unless
an_extension was gran by th t in accorda with ecti C an of this section, shal! have their permit automatically revoked by the



tment as requir § 18,2-340.30 of the C f Virginia,

H. Any qualified organization in possession of funds derived from charitable gaming (including those who have ceased operations)_regardless of when suct
funds may have been received or whether it has a valid permit from the depart il file an | financial report a prescribed by the

artmen £ _befor C of ea ear until such fi are depleted. | ualified organization ceases th nduct of charitabl ing, it shal

provide the department with the name of an individual who shall be responsible for filing financial reports. If no such information is provided, the president o1

the chief executive officer of an organization shall be responsible for filing reports until all charitable gaming proceeds are depleted,

L. If a qualified organization has been identified through inspection, audit, or other means as having_deficiencies in complying_with statutory or regulatory
requirements or having_ineffective internal_controls,_the department _may_impose restrictions or itional recordkeeping_and_financial reporting

requirements.

I Any records deemed necessary to complete an inspection, audit, or investigation ma ollected by the department, its employees, or its agents from the

premises of an organization or any location where charitable gaming is conducted or any location where the records are located or stored by the organization.
Th a nt shall provide a written receipt of such records at the time of collection,

11VAC15-50-130, Use of proceeds.

A. All payments by a lified organization intended as use of proceeds must be made by check written f he qualified organization's charitable gaming
account,
B. Use of proceeds payments may be m for scholarship funds or the futur isition, construction, remodeling, or improvement of real property or the

acquisition of other equipment or vehicles to be u or religiou itable_educational, or community purposes. In addition, a qualified organization may
obtain department approval to establish ial fund account or an irrevocab! d for special cir an ransf account or an
irrevocable tri = alifie ganization's charitable gaming a e j ed as a use of p j 3 is a ize the

e to such a ial fi account shall withdrawn for other th he specified pur un rior ification i

department.

C. Ex itur haritable gam und social or recreational activities or for activities, or programs that are open primarily to an organization's
members and their families shall not qualify a: of pro unless sub ial efit to the community is nstr.

D. Payment made to or on behalf of (i) indigent, sick. or deceased members or (ji) the immediate famity of an individual listed in clause (i) of this subdivision
hall be allow of proc rovided they are approv ualified organization's board of dir nd the need i umented.

E. Paymen i for the benefit of an individual member of an individual member's family, or person residing in_an individual member's
ousehold shall not be allowed as a of proceeds unless authorized w or el i
E. Use of proceeds payments by a qualified organization shal de for any activity that is not permitted by federal, state, or local laws or for any

to influen nance directly or indirectly political persons or committees or the election or reelection of any person who is or has been
a candidate for public office,

G. [ ©rganizatiens Qualified organizations ] shall maintai ils of afl u r s disbursements for inimum of three years from the close of the
all ma is information available to the department upon request,

H. The department may disallow a use of proceeds ment to ounted again inimum percentage rred to in 11VAC15-50-20 D, If any payment

laim f proceeds is su uently disallowed, a qualified organization may be allowed additional time as specified by the department to meet

minimum use of proceeds requirements.
1. The departme| ay publish th nt of fee i a qualified organization g an operator for administering its poker tournaments.

|. The department may publish;

1. The amount of proceeds generated by the qualified organization's poker tournaments used for (i) lawful religious, charitable, community, or

educational purposes for which the organization is specifically chartered or (ii) those expenses relating to the acquisition, construction,
maintenance, or repair of any interest in real property involved in the operation of the organization a d for ul religious, charitable,

ommunity, or cati urposes; an
2. Any [ ether-finaneiat ] information [
11VAC15-50-1 irements regarding contracts.

f th lified organization decides to use an operator to administer its poker tournament, then it shall enter into a written contract with the operator,

B. The written contract between the qualified organization and operator shall identify the conditions and cost for the operator to administer the poker
tournaments for the qualified organization. This written contract shall:

1. Require the operator to provi surances to alified organizati d the de ati partner, president or chief executive




cer, treasurer or chief financial officer_and the operator's tourname. anager, ployees, independent contractors, or agents have never

convicted or pleaded nol tendere to elony or any misdemeanor as follo

a. For any person serving as the operator's tournamen nager for the qualified organization's poker tourna
(1) Convicted of a felony; or
(2) Convicted of any misdemeanor involving fraud, theft, or financial crimes within the preceding five years.
b. For any person serving as a dealer or any other game worker for the qualified organization's poker nament:
(1) Convicted of any, felony within the preceding 10 years; or
nvicted of a isdemeanor involving fraud, theft, or financial crimes within the preceding five years.

c. For any owner, partner, president or chief executive officer, and treasurer or chief financial officer of the operator:

(1) Convi or plead olo contendere to a felony in any state or federal court or has bee Vi f ffen at, if committed in the
Commonwealth, w be a felony; or
2 nvicted of or pl d nolo contender crime involvin mbling.

uire the o r to report to the qualified organization and the department within 20 days if there is any action taken against any valid

license, permit, certificate, registration, or other similar docum related to gambling held by the operator in any state, territory, a possession of
the United States, the District of Columbia, or any political subdivision thereof.

3. Require the operator to report to the qualified organization and the department within 20 days if it failed to file or has failed to file or has been
delinquent in excess of one year in the filing of any tax returns or the payment of any taxes due the Commonwealth or has failed to establish a
registered office or registered agent in the Commonweaith if so required by § 13.1-634 or 13.1-763 of the Code of Virginia.

4. Requi erator to provid ualified organiz d d ment with to operator's financial record for each poker

tournament administered on its behalf for at least the past three fiscal years and if necessary, to provide the qualified organization with copies or

the department with the originals of such records or any other records deemed necessary to complete an inspection, audit, or investigation
without hi nce from the operator. The department shall provide a written receipt for the or originals of such records at the time of collection,

5. Require the operator to provide the qualified organization with a copy of a detailed invoice for each poker tournament it administers on behalf
of the qualified organization, which the invoice shall meet the requirements specified in subsection H of 11VAC15-50-40,

6. Require the operator to retain all bank account records, including monthly bank statements, canceled checks or facsimiles thereof, and

reconciliations, which shall be maintained for a minimum of three rs followi e close of a fiscal year

8] Require the operator's tournament manager, dealers, and other game workers to wear bad at meet th irem forth in
subsection E of 11VAC15-50-40 and for each of them to possess a current photo identification, such as a driver's license or other government

issued identification while they administer the qualified organization's poker tournament. The operator's tournament manager, dealers, and other
game workers shall provide the badge, current photo identification, or both upon request by the department, its employees, or its agents,

[8:8. ] Require the operator to display prominently its operator's registration during each poker tournament administered on the qualified
organization's behalf,
[ﬁi] Reguure thg gpe[ator to dlsglay pr gmlgen;ly any house rulg§, whlgh shail govern thg pokg[ tou ngmgn [ﬂw

Fekef ] durlng each goker ;ournamgnt gdmlglstered on Lhe guahf gg gan!gatlon S Qghal [&w

[ 310, ] Require the operator to display prominently a poster, which bears a toll-free telephone number for "Gamblers Anonymous" or other

organization that provides assistanc compulsive gam uring each poker tournament administered on the qualified organization's behalf,



[32=11. ) Require the operator ovide the qualified organization with a copy of written internal control policies and procedures, which will be
us uri a r tournamen inistere he qualified organization's behalf,

[33:12. ] Require the operator to refrain from administering_poker tournaments for unauthorized persons or entities, such as [ gualified ]

organizations not duly permitted by the department pursuant to 1 1mc15 -50-30, unless it is exempted from obtaining or possessing a permit
pursuant to § 18.2-340.23 of the Code of Virginia; engages or participates in i | gambling; or is not authorized to conduct business in the
Commonwealth,

35 13, ] Require the operator to comply with any restrictions or additional recordkeeping and financial reporting requirements imposed upon the
qualified organization by the department due to_deficiencies jdentified through inspection, audit, or other means.

[36:14. ] Require no more than 50% of the gross receipts [ net of prizes payable ] from the poker tourn t shall (o) erator as payment
to the operator for the expense of administering the qualified organization's poker tournament. Such payment may include a fixed fee,but such a
fe t exceed 50% of the gross receipts [ net of prizes payable ] from th er tournament. Any fee, up to the allowable amount shall be

specified within the written contract.

39:-A-15. Subject to the other provisions of this section, include provisions specifying the parties' respective obligations related to expenses
incurred in connection with the hosting, management, conduct, or administration of a poker tournament,

16. Include a ] provision relating to any negotiated expenses associated with the administration of the poker tournament. These expenses shall be

specifically identified in the written contract with a specified amount. The total amount of expenses related to the administration of the poker
tournament shall not exceed the allowable expense identified in subdivision [ 3& 14 ] of this subsection.

[ 26-A17. Include a ] provision prohibiting the operator from charging, assessing, levying, collecting, or otherwise requesting the payment of any.

fees, charges, or any other assessments against the qualified organization for administering its poker tournament except, for the fee allowed in
subdivision [ 36 14 ] of this subsection.

[ 2418, Include a ] provision specifying the duration of the written contract period, and the termination rights for the qualified organization and

er. r

terms of any _a_p;@ggemen; agreed upon by the ggallflg g[ganlzgg on and the operator re ggrdmg the de QO§It of the recelgts recelved by an
operator due to the operator's administering of a poker tournament for a qualified organization through an electronic fund transfer into the
quslified organization's charitable gaming account. ] A written agreement specifying the terms of this arran nt shall be required prior to any,

electronic fund transfer occurring between the two parties.

i : ed-upof hrthe-guatifi ; d : pecify the terms of any arrangement agreed upon
Mggggllflgd organization and the operator regarding the d|§bursgment through an electronic fund transfer from the gualified organization's
charitable gaming account of expenses incurred by the operator administering a poker tournament, ] A written a agreement specifying the terms of

this arrangement shall be required prior to any electronic fund transfer occurring between the two parties.




. Qualified organizations shall only contract with those operators that adh the provisions of the Charitable Gaming Statute and this chapter,

D. An organizati Il provide a copy of all written contracts between the qualified organizations and the operator to the department upon application for a
permit or upon the entering into any contract subsequent to the application,

11VAC15-50-150. Suppliers of charitable gaming supplies.
For purposes of this chapter, a supplier shall be subject to the provisions of 11VAC15-40-120.

1VAC15-50-160. Procedur ‘or informal fact-fi conferences and hearings.
A. Informal fact-finding conference; notification, appearance, and ¢onduct,
Unless automatic revocati immediate suspension i ired by la mit issued to a qualified organization to manage, operate, and

conduct poker tournaments or registration issued to an operator to administer poker tournaments shall be denied, suspended, or revoked except
i view and approval of su oposed deni pension, or revocation action by the board and (ji} upon notice stating the basis for such

proposed action and the time and place for an informal fact-finding conf el h in § 2.2-4019 of the Code of Virginia unless waived
botht d pa nd thed

2. If a basis exists for a refusal to renew, suspend, or revoke a permit or registration, the department shall notify by certified mail or by hand
delivery to the interested persons at the address of record maintained by the department.

4. If,_after consideration of evidence presented during an informal fact-finding conference, a basis for action still exists, the interested persons shall

be notified in writing within 90 days of the informal fact-finding conference via certified or hand-delivered mail of isio the right to
formal hearing. Parties to the conference may agree to extend the report deadline if more time is needed to consider relevant evidence.,

B. Hearing; notification, appearance, and conduct.
1. If, after an informal fact-finding conference, a sufficient basis still exists to deny, suspend, or revoke a permit or registration, interested persons

shall be notified by certifi hand-delivered mail of t osed action and of the opportunity for a hearing o 0 ction. If a
qualified organization or operator desires to request a hearing, it shall notify the department within 14 days of iptofar o)

co ce, Parties may enter int agri ent to settle the issues at any ti rior rsu nt ni | fact-findi

C enc

2. ess otherwi rovid law, if a party without good cause fails to attend or appear at a formal hearing conducted in accordance with § 2.2-
4020 of the Code of Virginia, or at an informal fact-finding proceeding conducted pursuant to § 2.2-4019 of the Code of Virginia, the presiding

officer may issue a default order in accordance with § 2.2-4020.2 of the Code of Virginia,

C. Hearin ion, Hearings before a hearin icer shall be held, insofar as practicable, i county or city in which the qualified organizati
Is located. If the parties agree, hearing officers may conduct hearings at locations convenjent to the greatest number of persons or by telephone conference,
videg conference, or similar technology in order to expedite the hearing process.

D. Hearing decisions.

1. Recommendations of the hearing officer shall be a part of the record and shall include a written statement of the hearing.officer's findings of fact
a (o) endati well as the reasons or basis for the recommendation commendations shall be based upon all the material issues of
fact, law, or discretion presented on the record.

2. The department shall review the recommendation of the hearing officer and r: ecision on the recommendation within 30 days of recei

The decjsion shall cite the appropriate rule, relief, or denial thereof as to each issue,
E. Agency representation. The commissioner's designee may represent the department in an informal fact-finding conference or at a hearing.

1VAC15-50-1 eporting violations.

A, Unless otherwise required by law, the identity of any individual who provides information to the department or its agents regarding alleged violations shall
be held in strict confidence, ’



B. Any officer, director, or game manager of a qualified organization or any officer or director of an operator shail immediately report to the department any
information pertaining to the suspected misappropriation or theft of funds or any other violation he Charitable Gami atl this chapter,_includin,
counterfeit poker chips or playing cards or mechanical poker equipment that appear to have been tampered with.

C. Failure to report the information required by subsection B of this section may resuit in the denial, suspension, or revocation of a permit or registration.
D._Any officer, director, or game manager of a qualified organization involved in the management,_operation,_or conduct of charitable gaming shal

immediately notify the department upon bein icted of a felony or a crime involving fraud, theft, or financial crimes.

E. Any officer, director, partner, or owner of an operator shall immediately notify the department upon being_convicted of or pleading nolo contendere to a
felony or a crime involving gambling or an action against any valid license, permit, certificate, registration. or other similar documents rela i

by the operator in any state, territory, a possession of the United States, any political subdivision thereof, or the District of Columbia.

E. Failure to ort information required by subsection D or E of this section by any officer, director, or game manager of a qualified organization_or by any
operator may result in the denial, suspension, or revocation of a permit or registration.

G. Any officer, director, or game manager of a qualified organization shall immediately report to the department any change the IRS makes in the tax status of
the organization, or if the organization is a chapter of a national organization covered by, /@ group tax exempt determination, the tax status of the national
organization,

H. All qualified organizations permitted by the department or operators regjstered by the department shall display prominently a poster advising the public of
a phone number where complaints relating to poker tournaments may be made. Such posters shall be in a format prescribed by the department.

NOTICE: The following forms used in administering the regulation have been filed by the agency. Amended or added forms are reflected in the listing and
are published following the listing. Online users of this issue of the Virginia Register of Regulations may also click on the name to access a form. The forms
are also available from the agency contact or may be viewed at the Office of Registrar of Regulations, 900 East Main Street, 11th Floor, Richmond, Virginia

23219.

Annual Financial Report, Form 101 {rev, 3/21)

Charitable Gaming Permit Application - New Applicants, Form 201-N (rev. 3/21)
Charitable Gaming Permit Application - Renewal Applicants, Form 201-R (rev. 3/21)]
Destruction of Unused Charitable Gaming Supplies, Form 112 (rev. 3/2014)

ermit Amendment (rev. 8/2013)

Financial R rt Form, For rev, 3/21) ]

Texas Hold'em Game Operator Registration, Form 307 (eff. 3/21)

Texas Hold'em Tournament Reconciliation Summary, Form 114 (eff. 3/21)
‘em Poker Tournamen rator istration — Pe| fo ion Form 307a (eff. 3/21)

Texas Hold'em Poker Tournament Operator's Surety Bond, Form 309 (eff. 3/21) ]

DO ENT ORPORATED BY REFERENCE (11VAC15-50)
Poker Tournament Directors Association Rules, 2019, September 17, 2019, Poker Tournament Directors Association, hitps://www.pokertda.com/

Robert's Rules of Poker, Version 11, 2012, Robert Ciaffone
VA.R. Doc. No. R21-6520; Filed March 19, 2021
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April 27, 2021
Via First-Class Mail and E-Mail (Michael.Menefee@vdacs.virginia.gov)
VDACS

Charitable & Regulatory Programs

c/o Michael Menefee, Program Manager
102 Governor Street

Richmond, Virginia, 23219

Re:  Request for Compliance with Va. Code § 18.2-340.25 in connection with Cheers’
permit renewal application for Conducting and Operating Charitable Gaming,
including Texas Hold’em Poker Tournaments

Dear Mr. Menefee;

Please be advised that our law firm represents Cheers (“Cheers™), a tax-exempt organization
under section 501(c) of the Internal Revenue Code. This is a notice on behalf of Cheers requesting
compliance with Virginia Code § 18.2-340.25, which, inter alia, required the Department to act upon
Cheers completed amended permit application, for conducting charitable gaming, within 45 days of
filing thereof.

On February 2, 2021, Cheers filed a completed application for an amended Charitable Gaming
permit so that it be permitted to also conduct Texas Hold’em poker tournaments (the “Amended
Charitable Gaming Permit Filing”). At the time of filing, Cheers was in compliance with all relevant
laws and regulations, including the promulgated regulations. To date, no determination has been made
by the Department on Cheers’ Amended Charitable Gaming Permit Filing. See Va. Code § 18.2-
340.25.

The Virginia Code “permits qualified organizations”-like Cheers—“to conduct raffles, bingo,
network bingo, instant bingo games, and Texas Hold'em poker tournaments.” See Va. Code § 18.2-
340.22. Notably, those “qualified organizations” have already met the eligibility requirements to
conduct Texas Hold’em poker tournaments. See 11VACI15-50-20 (organization eligibility
requirements for conducting Texas Hold’em poker tournaments) (citing Va. Code § 18.2-340.24).

In light of the foregoing, I kindly request that a determination be made as to Cheers’ Amended
Charitable Gaming Permit Filing by the close of business on Friday, April 30, 2021, before any
further legal action is necessitated. Please be advised that Cheers is continually suffering damages
and irreparable harm as a result of the noncompliance with the Code and reserves all legal rights.

3970 Chain Bridge Road, Fairfax, Va. 22030 & 571-459-2512 1&» 571-459-2307 (= petersenfirm.com



Letter to Mr. Menefee
Page 2 of 2
April 27, 2021

Please do not hesitate to contact me with any questions or concerns. I look forward to your
assistance and cooperation.

Very truly yours,

Ibnul A. Khan

/iak

cc: Cheers (via e-mail)
J. Chapman Petersen, Esq. (via e-mail)
Steven Skaist, Esq. (via e-mail)
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From: Menefee, Michael <michael.menefee@vdacs.virginia.gov>
Date: Mon, May 10, 2021, 4:03 PM

Subject: Virginia Charitable Gaming

To:

Thank you for submitting your application for a poker tournament permit or a poker tournament
operator registration. The Virginia Department of Agriculture and Consumer Services’ (VDACS)
legal counsel has advised VDACS that, given the provisions of subdivision (D)(2) of Item 105 of the
2021 Appropriation Act, the Texas Hold'em Poker Tournament Regulations (11 VAC 15-50 et seq.)
are not currently in effect. As such, VDACS will not issue any permits or registrations pursuant to
the Texas Hold'em Poker Tournament Regulations prior to the effective date of the regulation.
Consequently, your application will be returned to you via mail and any fees paid will be refunded.

-Michael Menefee

Program Manager

Office of Charitable & Regulatory Programs

Virginia Department of Agriculture & Consumer Services

Michael Menefee

Program Manager, Office of Charitable & Regulatory Programs
Virginia Department of Agriculture & Consumer Services

102 Governor Street

Richmond, VA 23219

(804) 786-3983
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