
INITIATIVE MEASURE 892 
PROPOSED TO THE PEOPLE 

Official Ballot Title: 
Initiative Measure No. 892 concerns authorizing additional "electronic scratch ticket machines" to 
reduce property taxes. 

This measure would authorize licensed non-tribal gambling establishments to operate the same type 
and number of machines as tribal governments, with a portion of tax revenue generated used to reduce 
state property taxes. 

Should this measure be enacted into law? 
Yes [ ] No [ ] 

Note: The ballot title and explanatory statement were written by the Attorney General as required by law. The Fiscal Impact 
Statement was written by the Office of Financial Management. For more in-depth Office of Fiscal Management analysis, visit 
www.ofm.wa.gov/initiatives/default.htm . The complete text of Initiative Measure 892 begins on page 41. 

Fiscal Impact Statement 

Summary of Fiscal Impact 
Initiative 892 would allow non-tribal establishments including horseracing tracks, bingo games, punch board and pull-tab operators 
to operate electronic scratch ticket terminals connected to a central system operated by the state Lottery. The number of terminals 
cannot exceed the number authorized for tribes. A 35 percent state tax is imposed on the net win from the terminals. Ninety-nine 
percent of the tax would be used to reduce the state property tax levy beginning in 2007 after deducting the state Lottery's system 
costs. In 2009 the state levy is reduced by $252 million, saving taxpayers $32 per $100,000 of property value. 

Assumptions for Analysis of 1-892 
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• Initiative 892 would task the state Lottery Commission with creating a statewide system and infrastructure for conducting 
centralized electronic scratch ticket games. 

• The Lottery Commission would issue a license to sell or distribute electronic scratch tickets to licensed non-tribal gambling 
establishments licensed by the state Gambling Commission or the state Horse Racing Commission and subject to their 
oversight and enforcement. Licensed non-tribal gambling establishments include non-profit charities, restaurants, taverns, 
bowling alleys, horse racing facilities, and state-regulated, licensed Phase II house-banked card rooms. 

• Establishments otHer than these cannot be licensed for electronic scratch ticket terminals. Electronic scratch ticket terminal 

• 

• 
• 

• 

• 

• 

• 
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licenses could not be issued to agents registered to sell lottery tickets in venues such as convenience stores or other locations 
readily accessible to minors. 
Licensed non-tribal gambling establishments would be allocated the same type and number of electronic scratch ticket 
machines, up to a total of 18,225 machines that may operate under compacts with the state. 
Prizes would not be less than 75 percent of the gross annual revenue from electronic scratch ticket games . 
The measure would impose a 35 percent tax on the net win from electronic scratch ticket machines operated by licensed 
non-tribal gambling establishments. Licensees would keep 65 percent of the net win. 
Proceeds from the state tax would be deposited in the Electronic Scratch Ticket Account. The Lottery Commission would 
fund .administration of the electronic scratch ticket games, central computer, accounting and auditing systems, from the 
account. 
After deduction of the Lottery Commission's expenses for operating the system, 99 percent of the proceeds of the state tax 
would be deposited in the Equal Treatment Equals Lower Property Taxes Account. All revenues in the account must be used 
to reduce the subsequent year 's state property tax levy. 
The state property tax levy in 2007 and each subsequent year would be reduced from the amount that otherwise would have 
been levied by an amount equal to the previous year 's deposit in the Equal Treatment Equals Lower Property Taxes Account. 
The remaining one percent of the amount in the Electronic Scratch Ticket Account would be dedicated for distribution to a 
contractor that will address problem gambling issues. 
The fiscal analysis assumes that 500 new scratch ticket terminals could be in place by January 2006. Total deployed termi
nals would rise to 13,100 by July 2006 and to 18,225 by January 2007. 
Expected net revenue per machine is assumed to be about $112 per operating day . • 

The Office of the Secretary of State is not authorized to edit statements, nor is it responsible for their contents. 
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Explanatory Statement'. -------------------------------------'"'! 
The law as it presently exists: 

The Washington State Lottery Commission was created by state law in 1982. The Lottery Commission is authorized to conduct several types of 
lottery, including "scratch ticket" lotteries in which printed tickets are sold, each with a cover concealing information as to whether the holder of 
the ticket has won a prize. The ticket holder discovers whether The ticket bears a prize by scratching the cover off. The tickets are distributed in large 
sets, with the winning tickets randomly scattered through each set, and sold through various business establishments. 

Scratch ticket lotteries can be readily adapted for electronic play, so that in lieu of purchasing a physical ticket, the player "scratches" informa
tion displayed through graphics on a computer screen. The Lottery Commission has discretion to determine the types of lottery conducted, but 
cannot use electronic or mechanical devices or video terminals which allow for individual play against such devices or terminals. (This description 
bans traditional slot machines and similar devices .) Up to the present time, the state lottery has not conducted electronic versions of its scratch 
ticket games. · 

The revenue from the state lottery is used for various state and local public purposes after payment of prizes, agent fees , and administrative 
expenses. The Lottery Commission has supervisory authority over agents distributing and selling lottery tickets or conducting lottery games, but 
does not otherwise regulate gambling activity. 

The Horse Racing Commission is a state agency with authority to permit and regulate horse racing. Horse racing establishments are permitted to 
operate certain pari-mutuel betting activities, which are regulated by the Horse Racing Commission. 

The State Gambling Commission was created by the Gambling Act in 1973. The Gambling Commission does not directly conduct any gam
bling, but regulates and enforces state law against private entities that conduct gambling activities. The Gambling Act authorizes several specified 
types of gambling, but prohibits slot machines and certain other gambling devices. The Gambling Act does not authorize any private party to 
conduct a "scratch ticket" lottery. 

A federal law, the Indian Gaming Regulatory Act (IGRA), defines the forms of gaming (gambling) which may be conducted by federally 
recognized Indian tribes. For most types of gambling, a tribe may conduct an activity if the activity is permitted anywhere within the state in which 
the tribal land is located. Under federal law, states must negotiate concerning any form of gaming permitted within the state, and the tribes arc not 
subject to state law restrictions on the time, place, or manner of play. The federal law encourages states and tribes to negotiate compacts (agree
ments) defining the extent of tribal gaming, and provides appeal procedures if the tribe and state cannot reach agreement. A number of tribes based 
in Washington have negotiated compacts permitting the tribes to conduct electronic versions of "scratch ticket lottery" games. Electronic scratch 
ticket machines can be built to visually resemble slot machines, but their internal operation is significantly different from true slot machines. Each 
Washington tribe operating electronic scratch ticket lottery machines has a compact with the state specifying the number of machines which may be 
operated and otherwise defining how, when, and where such activities may occur. Tribal gaming revenue must be used for tribal government operations, providing 
for the general welfare of the tribe, promoting economic development, donations to charity, or funding operations of local government agencies. 

The state levies a property tax for the benefit of the common school system. The statutory rate is $3.60 per thousand dollars of assessed value 
upon the assessed valuation of all taxable property within the state. The Department of Revenue is responsible for adjusting this rate in each county 
to reflect a statewide equalization of property tax rates. Existing law limits increases in the state property tax levy to the lesser of 101 % of the 
highest amount levied in the three previous years or the inflation rate for personal consumption expenditures as determined by the U.S. Department 
of Commerce. 

The effect of the proposed measure, if it becomes law: 
This measure would authorize non-tribal gambling establishments to operate electronic scratch ticket gambling machines of the same type as authoriz.cd in 

state-tribal gaming compacts. The term ''non-tribal gambling establishments" would include any establishment licensed by the Gambling Commission to conduct 
a gambling activity, or any establishment licensed by the Horse Racing Commission. The total number of machines authorized for the non-tribal establishments 
would be equal to the total number of machines authorized for tribes in state-tribal compacts. 

The measure would direct the Lottery Commission to operate an electronic scratch ticket lottery in which non-tribal gambling establishments could participate 
through the installation of electronic scratch ticket machines (player tcnninals) in the businesses where they are authorized to conduct other gambling activities. 
The largest40operations conducting bingo games and the largesfhouse-bankedcardrooms would be authoriz.cd to use 125 playertcnninals per licensed location. 
Other establishments would be allocated smaller numbers of tcnninals as described in the measure. The Lottery Commission would regulate the conduct of the 
lottery, including the allocation of tcnninals to individual licensees. 

The measure would require that the prizes to the holders of winning tickets or shares in the lottery be at least 75% of the gross annual revenue 
from electronic scratch ticket games. The remainder of the revenue would tic defined as the "net win." Of this net win, 65% would be retained by 
the individual licensee. The remainder would be placed in an electronic scratch ticket account. Thus, at least 75 cents of each dollar of electronic 
scratch ticket revenue would be paid out as winnings, 16 cents could be retained by the licensee, and the remainder ( about 9 cents) would be placed 
in the electronic scratch ticket account. 

Of the money placed in the account, the Lottery Commission would be authorized to use amounts reasonably necessary to administer the 
electronic scratch ticket games, the central computer used in the games, and related accounting and auditing functions. After deduction of admin
istrative expenses, the money in the electronic scratch ticket account would be further allocated as follows. One percent (l %) would be dedicated 
exclusively for distribution to a contractor to pay for services associated with problem gambling. The remaining 99% would be transferred to a 
special account in the state treasury named the "equal treatment equals lower property taxes account." Beginning with the state property tax levy 
for collection in the year 2007, the total state property tax levy would be reduced by the previous year's gross deposits in this account. 

Play of electronic scratch ticket games would be restricted to players 21 years old or more. Electronic scratch ticket licenses could not be issued 
to convenience stores or other locations readily accessible to minors. Sales would be limited to establishments licensed to conduct other gambling 
activities, and establishments losing their gambling licenses would also lose their licenses to participate in the electronic scratch ticket lottery. The 
Lottery Commission would be authorized to establish rules governing the conduct of the electronic scratch ticket lottery. 

The Office of the Secretary of State is not authorized to edit statements, nor is it responsible for their contents. 17 



Statement For Initiative Measure 892 
' WC: ",,... 

TAXPAYERS PAID $1 BILLION IN PROPERTY 
TAXES IN 1980 - WE PAID $6.25 BILLION IN 2003 
That six-fold increase is obscene and unsustainable. Property 

taxes will continue skyrocketing unless voters say "enough." 
1-892 substantially lowers property taxes for citizens without 
costing government a penny. It's a win-win revenue-neutral tax 
cutting initiative. Washington is the 7m highest taxed state in the 
nation (www.taxfoundation.org)-I-892 keeps us from hitting #1. 

WORKING CLASS FOLKS, ESPECIALLY 
STRUGGLING FIXED-INCOME SENIOR CITIZENS, 

SHOULDN'T BE TAXED OUT OF THEIR HOMES 
I-892 imposes a 35% user fee on electronic scratch ticket machines, 

using these new revenues - $400 million per year - to substantially 
lower property taxes. Currently, these machines aren't taxed. I-892 
allows existing non-tribal establishments to compete with the tribes 
(who don't pay taxes), levels the playing field, and substantially lowers 
property taxes without costing government a penny. 

THESE STATE-REGULATED, LICENSED, SMALL 
AND MEDIUM-SIZED TAXPAYING BUSINESSES AND 

NON-PROFITS SIMPLY WANT TO COMPETE 
Opponents' main objection is 1-892 "expands gambling." Wrong. 

I-892 only allows existing non-tribal establishments (not grocery stores 
or ?-Elevens - only gambling licensees with 21 and older customers) 
to compete with the tribes who already offer these same machines. So 
I-892 authorizes nothing new- it just gives the fixed number of people 
who play these machines a different place to go. 1-892 doesn't "take 
away" from the tribes - it only requires them to compete. 

"JUST TREAT US THE SAME" 1-892 ADVOCATES 
A PRINCIPLE WE ALL BELIEVE IN: 

EQUAL TREATMENT 
Government shouldn't discriminate or give preferential treat

ment to citizens based on their group affiliation. I-892 requires 
equal treatment of non-tribal and tribal establishments. That's 
fair. 1-892 provides permanent funding, which doesn't exist now, 
for problem gambling. I-892 is a balanced, reasonable proposal 
which allows competition, levels the playing field, and substan
tially lowers property taxes ($400 million annually) without cost
ing government a penny. Politicians never reduce taxes. Vote "Yes." 

For more information, call 425-493-8707 or visit 
www.JustTreatUsTheSame.com . 

Rebuttal of Statement Against 
Skyrocketing property taxes are obscene and unsustainable -

I-892 provides long-overdue relief. Opponents have no 
alternative. They're only offering threats, lies, and scare 
tactics. I-892 substantially lowers property taxes ($400 million, 
annually) without costing government a penny - it's revenue
neutral. Tribes are spending multi-millions from their govern
ment-protected monopoly to maintain their unfair advantage. 
1-892 means equal treatment, competition, and a more level 
playing field. 1-892 provides permanent funding for problem 
gambling. Politicians never reduce taxes. Vote "Yes." 

Statement Against Initiative Measur~2i, 
I-892 is a bad bet for Washington. Gambling would double -

as would the social problems associated with gambling. Wash
ington would be in the same gambling league as big casino states 
like Nevada, Mississippi and New Jersey. 

ELECTRONIC SCRATCH TICKET MACHINES ARE 
REALLY ELECTRONIC SLOT MACHINES 

The ballot title says "electronic scratch ticket machines, " but don t 
be deceived 1-892 legalizes Las Vegas-style electronic slot machines. 

1-892 would allow 18,000 new slot machines in 2,000 neigh
borhood restaurants, bowling alleys, bingo halls, card rooms 
and other establishments. 

1-892 WOULD BRING ELECTRONIC SLOT 
MACHINES INTO OUR NEIGHBORHOODS AND 

WOULD HURT SMALL BUSINESSES 
Las Vegas-style gambling would be allowed near schools, malls, 

libraries, churches and other areas where children gather. 
Cities that ban most gambling could find their laws over

ridden and slot machines in their neighborhood establishments. 
Gambling hurts small businesses when consumers spend money at 

casinos instead of at neighborhood shops and restaurants. 

ELECTRONIC SLOT MACHINES HURT 
KIDS AND FAMILIES 

Kids pay the consequences when parents suffer from gambling 
addictions. 

Experts say that expanding gambling opportunities increases 
the number of problem gamblers. 

Domestic violence, child neglect, divorce, theft, and substance 
abuse are strongly associated with problem gambling. 

1-892 PROFITS OUT-OF -STATE GAMBLING 
COMPANIES, BUT IT WOULD COST WASHINGTON 

TAXPAYERS MILLIONS 
Foreign and out-of-state gambling corporations are promot

ing 1-892 and would reap huge profits. 
Taxpayers would foot the bill for the millions associated with 

increased crime, bankruptcies, and treatment of gambling addictions. 
We already have more than.enough gambling opportunities in 

Washington. It's time to say "no" to the big gambling interests. 
Our quality of life is at stake. 

1-892 is a bad bet for Washington. It's bad for kids, bad for 
families, bad for neighborhoods, bad for taxpayers, bad for small 
businesses. Vote no on 1-892. 

Rebuttal of Statement For 
1-892 is built on deception. It says "electronic scratch ticket 

machines," but it means slot machines in neighborhoods. 
Gambling always over-promises and under-delivers. Remember 

- the Lottery was supposed to pay for education? 
1-892 claims that taxpayers will save, but sends most of the 

profits out-of-state. The gambling companies take a 65% profit, 
while the problems stay here. After administration and problem 
gambling costs, who knows what will be left for a tax cut? 

!lrpm_ent ~'tJ.IJyJ:; .--~ 
Nal'ro\! uti\fe .DirJtor, sf JEAN . EN; fonner ... 

JJR.O, Pierce County Bxeq 
f\.Jj\.LEN9, King Oount , 

Qkima f'armer and business 
~HARQN TOMIKq S.ANTQS, 
' ntati)'.e: 37*4 Ugistatiye Dis . 
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AN ACT Relating to electronic scratch ticket machines; adding 
a new section to chapter 9.46 RCW; amending RCW 67.70.010 
and 67.70.040; adding new sections to chapter 67.70 RCW; 
amending RCW 84.52.065; and creating new sections. 

BE IT ENACTED BY THE PEOPLE OF THE STATE OF 
WASHINGTON: 

LEGISLATIVE INTENT 

NEW SECTION. Sec. 1. This measure would reduce state 
property taxes by allowing licensed non-tribal gambli~g 
establishments to offer the same type and number of electromc 
scratch ticket machines as tribal casinos with tax revenues generated 
used to reduce state property taxes. The total number of electronic 
scratch ticket machines would be capped and would not exceed 
the total allowed for tribal casinos. The intent of this measure is to 
create a more level playing field and more competition and for 
state property tax levies to be reduced as a result. 

NEW SECTION. Sec. 2. A new section is added to chapter 
9.46 RCW to read as follows: 

(1) Licensed non-tribal gambling establishments shall be 
allocated the same type and number of electronic scratch ticket 
machines as tribal casinos with excise tax revenues generated 
therefrom used to reduce state property taxes. The total number of 
electronic scratch ticket machines for these establishments shall 
not exceed the total allocated for tribal casinos with allocation, 
regulation, and distribution implemented by the lottery commission 
according to the schedule set forth in this act. . . 

(a) For the purposes of this act, "licensed non-tnbal gambling 
establishments" shall be defined as establishments licensed by the 
gambling commission under this chapter or the ~orse racin_g 
commission under chapter 67 .16 RCW and subject to their 
oversight, which includes, but is not limited to, n_onpro~t ~?arities, 
restaurants, taverns, bowling alleys, horse racing facihties, and 
state-regulated, licensed house-banked card room~. 

(b) For the purposes of this act, "tribal casinos" shall be defi~ed 
as casinos or other facilities subject to tribal-state class III gaming 
compacts in the state under RCW 9.46.360. . 

( c) For the purposes of this act, "type of electronic scratch ti~ket 
machines" includes types of machines of chance allowed at tnbal 
casinos. 

(d) For the purposes of this act, "electronic scratch ticket 
machines" are defined in section 4(7) of this act. "Electronic scratch 
ticket," fqr the purposes of this act, does not mean the Washington 
lottery. . 

(e) The cumulative number of each type of el~ctromc scr~tch 
ticket machines allocated to licensed non-tnbal gambling 
establishments shall not be allowed to exceed the cumulative 
number allocated to tribal casinos. Allocation, regulation, and 
distribution of the electronic scratch ticket machines shall be 
implemented by the lottery commission as set_f~rth in this act._ 

(2) (a) A state excise tax is imposed on the pnvilege of operatt~g 
non-tribal electronic scratch ticket machines. The amount of this 
tax shall be thirty-five percent of the net win from the operation of 
the electronic scratch ticket machines operated by licensed non
tribal gambling establishments. 

(b) Ninety-nine percent of the proceeds of the state exci_se ~ax 
levied under this subsection, after state lottery comrmss10n 
administrative expenses for operating the system, shall be deposited 
in a new account hereby created called the Equal Treatment Equals 
Lower Property Taxes Account in accordance with section 8 of 
this act. All tax revenues in the account shall be used to reduce the 
subsequent year 's state property tax levy as provided in section 3 
of this act. 

(3) The public health, safety, and welfare benefit by ~ting 
electronic scratch ticket machines to venues that already are licensed 
to conduct gaming and where the presence of minors is prohibite~. 
In furtherance of this purpose, the people declare that electromc 
scratch ticket games are a legal form of gambling in the state of 
Washington. In addition, any electronic games appr?ved under 
RCW 9.46.360 are authorized to the same extent and m the same 
manner as electronic scratch ticket machines are owned, operated, 
and regulated under this act. 

Sec. 3. RCW 84.52.065 and 1991 sp.s. c 31 s 16 are each 
amended to read as follows : 

ill Subject to' the limitations in RCW 84.55.010, in each year 
the state shall levy for collection in the following year for the 
support of common schools of the state a tax of three dollars and 
sixty cents per thousand dollars of assessed value upon the assessed 
valuation of all taxable property within the state adjusted to the 
state equalized value in accordance with the indicated ratio fixed 
by the state department of revenue. 

(2) The state property tax levy for collection in the year 2006 
and each subsequent year shall be reduced from the amount that 
would otherwise be levied under subsection (1) of this section by 
an amount equal to the previous·year's total gross deposits to the 
Equal Treatment Equals Lower Property Taxes Account established 
in section 8 of this act. It is the intent of this act that revenue for 
the support of common schools is not reduced. 

ill As used in this section, "the support of common sc~ools" 
includes the p_ayment of the principal and interest on bonds issued 
for capital construction projects for the common schools. 

Sec. 4. RCW 67.70.010 and 2002 c 349 s 1 are each amended to 
read as follows: 

For the purposes of this chapter: . 
(1) "Cashless transaction system" means the method b~ which a 

player obtains. transfers. and redeems ~ame play credits. ~e 
cashless transaction system permits a player to play the electromc 
scratch ticket machine without inserting cash. includin~ coins. 
tokens. or paper currency. into, and to win game play credits from. 
the player terminal. The player terminal shall not dispense cash, 
but shall only dispense ~ame play credits available to the player 
and ~ame result information: · 

(2) "Central accounting and auditing computer system" m~a~s a 
computer system or systems operated by the lottery comrmssion 
that provide a secure means to monitor. receive, store and access 
data, and record critical functions and activities of the player 
terminals: 

(3) "Central computer" means a computer or computers that 
conduct random drawings for electronic scratch ticket games and 
stores and dispenses electronic scratch tickets from scratch tic~et 
~ame subsets that have been loaded into it from a manufactunn~ 
computer and are maintained in a secure manner: 
_® "Commission" or "lottery commission" means the state lottery 
commission established by this chapter; 

((ffl)) ill "Director" means the director of the state lottery 
established by this chapter; 
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'* ( conti.n1'ed) 

((ffl)) (6) "Electronic scratch ticket" means a predetermined 
winning or losing outcome in electronic form. Each electronic 
scratch ticket represents a chance from among the finite set of 
chances that comprise an electronic scratch ticket game set: 

(7) "Electronic scratch ticket game" or "electronic scratch ticket 
machine" means a scratch ticket lottery game. together with its 
respective operating system or systems. that is played in an 
electronic environment. A game has a specific set of rules including: 
The theme and types of symbols used: the total number of tickets 
in the game: the ratio or mix of winning and losing tickets: the 
prize structure. including number and dollar value of each prize: 
and the price of a single ticket. The game is played by use of 
computer hardware and software to manufacture. store. distribute. 
sell. and display scratch tickets to players. An electronic scratch 
ticket game or electronic scratch ticket machine includes: The 
licensed systems that are connected to an electronic central 
accounting. auditing. and communication computer system within 
the commission's control: a cashless transaction system: player 
terminals with video displays that allow players to purchase chances 
and obtain game result information: a manufacturing computer that 
securely creates the finite set of chances used in the scratch ticket 
portion of the system: and a central computi,r containing an 
electronic accounting system. The electronic scratch ticket game 
or electronic scratch ticket machine contains preexisting scratch 
tickets that are dispensed in an electronic format to players through 
the player terminals on an on-demand basis: 

(8) "Electronic scratch ticket game set" means a finite set of 
electronic scratch tickets that is based on a template that has been 
designed in accordance with a specific set of rules. including the 
basic requirements of game sets and subsets. governing the structure 
of an electronic scratch ticket game. Based on that template. an 
electronic scratch ticket game set is created in a manufacturing 
computer in a secure and verifiable electronic form before the play 
of an electronic scratch ticket game. Each electronic scratch ticket 
game set is uniquely identifiable. by serial number or otherwise. 
so that it can be distinguished from other game sets manufactured 
from the same template. All electronic scratch tickets in a particular 
game set shall be of the same price. not to exceed the amount 
allowed for tribal casinos. but a single ticket may offer more than 
one opportunity to win a prize on the same wager: 

· (9) "Electronic scratch ticket game subset" means a defined group 
of electronic scratch tickets that has been randomly selected from 
an electronic scratch ticket game set and transmitted to a central 
computer in a fixed order for play. Each electronic scratch ticket 
game subset is uniquely identifiable from all other subsets selected 
from the game set: 

(10) "Game play credits" means the method of representing value 
obtained from the exchange of cash or cash equivalents. or earned 
as a prize. that is used to effectuate play. Game play credits may 
be redeemed for cash or a cash equivalent: 

(11) "Licensee" means a person or entity licensed by the lottery 
commission to operate electronic scratch ticket machines. 
_il2) "Lottery" or "state lottery" means the lottery established 
and operated pursuant to this chapter. except when the context 
indicates otherwise; · 

((t4,)) (13) "Net win" means gross wagers received by a licensee 
from the operation of an electronic scratch ticket game system less 

the amount paid to players for winning wagers. the actual cost of 
merchandise prizes awarded. accrual of prizes for progressive 
jackpot contests. and repayment of amounts used to seed guaranteed 
progressive jackpot prizes: 
___il.1} "On-line game" means a lottery game in which a player 
pays a fee to a lottery retailer and selects a combination of digits, 
numbers, or symbols, type and amount of play, and receives a 
computer-generated ticket with those selections, and the lottery 
separately draws or selects the winning combination or 
combinations; 

((BJ))@ "Shared game lottery" means any lottery activity in 
which the commission participates under written agreement 
between the commission, on behalf of the state, and any other state 
or states. 

Sec. 5. RCW 67.70.040 and 1994 c 218 s 4 are each amended to 
read as follows: 

The lottery commission shall have the power, and it shall be its 
duty: 

(1) To promulgate reasonable rules governing electronic scratch 
ticket games. electronic scratch ticket machines. and other aspects 
of carrying out this act. and such rules governing the establishment 
and operation of a state lottery as it deems necessary and desirable 
in order that such a lottery be initiated at the earliest feasible and 
practicable time, and in order that such lottery produce the 
maximum amount of net revenues for the state consonant with the 
dignity of the state and the general welfare of the people. Such 
rules shall include, but shall not be limited to, the following: 

(a) The type of lottery to be conducted which may include the 
selling of tickets or shares. The use of electronic or mechanical 
devices or video terminals which allow for individual play against 
such devices or terminals shall be prohibited. Approval of the 
legislature shall be required before entering any agreement with 
other state lotteries to conduct shared games; 

(b) The price, or prices, of tickets or shares in the lottery; 
( c) The numbers and sizes of the prizes on the winning tickets or 

shares; 
(d) The manner of selecting the winning tickets or shares; 
(e) The manner and time of payment of prizes to the holder of 

winning tickets or shares ((which)) except prizes for electronic 
scratch ticket games. Prizes for electronic scratch ticket games 
must be paid out in full upon demand at the licensed non-tribal 
gambling establishment. The lottery commission may promulgate 
reasonable rules for the withholding of child support obligations. 
taxes. or similar obligations but prizes for electronic scratch ticket 
games must be paid out at the licensed non-tribal gambling 
establishment. not a lottery commission office. For the Washington 
lottery. prizes may, at the director's option, ((may)) be paid in lump 
sum amounts or installments over a period of years; 

(f) The frequency of the drawings or selections of winning tickets 
or shares except for electronic scratch ticket games. Approval of 
the legislature is required before conducting any on-line game in 
which the drawing or selection of winning tickets occurs more 
frequently than once every twenty-four hours ; 

(g) Without limit as to number, the type or types of locations at 
which tickets or shares may be sold. except that electronic scratch 
ticket sales are subject to the limits and locations specified in section 
10 of this act; 

(h) The method to be used in selling tickets or shares; 
(i) The licensing of agents to sell or distribute tickets or shares, 

except that a person under the age of eighteen shall not be licensed 
as an agent; 

(j) The manner and amount of compensation, if any, to be paid 
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to licensed sales agents necessary to provide for the adequate 
availability of tickets or shares to prospective buyers and for the 
convenience of the public, except that compensation to licensees 
of electronic scratch ticket machines shall be ~ovemed by section 
8 of this act; 

(k) The apportionment of the total revenues accruing frqm the 
sale of lottery tickets or shares and from all other sources among: 
(i) The payment of prizes to the holders of winning tickets or shares, 
which shall not be less than forty-five percent of the gross annual 
revenue from such lottery or the percent specified in section 8 of 
this act for electronic scratch tickets, (ii) transfers to the lottery 
administrative account created by RCW 67. 70.260, and (iii) transfer 
to the state's general fund. Transfers to the state general fund shall 
be made in compliance with RCW 43.01.050. The apportionment 
of total revenues from electronic scratch ticket sales shall be 
~ovemed by section 8 of this act; . 

(1) Such other matters necessary or desirable for the efficient 
and economical operation and administration of the lottery and 
electronic scratch ticket ~ames and electronic scratch ticket 
machines. and for the convenience of the purchasers of tickets or 
shares and the holders of winning tickets or shares. 

(2) To ensure that in each place authorized to sell lottery tickets 
or shares, on the back of the ticket or share, and in any advertising 
or promotion there shall be conspicuously displayed an estimate 
of the probability of purchasing a winning ticket. For electronic 
scratch tickets, the licensed non-tribal ~amblin~ establishment shall 
conspicuously display an estimate of the probability of purchasin~ 
winnin~ tickets at the facility. 

(3) To amend, repeal, or supplement any such rules from time to 
time as it deems necessary or desirable, consistent with the intent 
of this act that the type and number of electronic scratch ticket 
machines should be equal amon~ licensed non-tribal ~amblin~ 
establishments and tribal casinos. 

(4) To advise and make recommendations to the director for the 
operation and administration of the lottery. 

The intent of this act is that the lottery commission shall carr_y 
out this act. The Washin~ton state ~amblin~ commission or 
Washin~on horse racin~ commission shall license the licensed non
tribal ~amblin~ establishments providin~ the electronic scratch 
ticket machines under their existin~ powers pursuant to chapter 
9.46 or 67.16 RCW. 

NEW SECTION. Sec. 6. (1) (a) The maximum number of player 
terminals per licensed location is as follows: 

(i) To the top forty gross receipts charitable or nonprofit 
operations conducting bingo games, one hundred twenty-five player 
terminals per licensed location; 

(ii) To house-banked card rooms operating at least five house
banked card tables and to horse racing facilities, one hundred 
twenty-five player terminals per licensed location; 

(iii) To _persons, associations, or organizations primarily engaged 
in the selling of food or drink for consumption on the premises and 
bona fide charitable or nonprofit organizations that conduct bingo 
games, or use punch boards.or pull-tabs other than those in (a) (i) 
of this subsection as follows: 

annual gross 
gambling receipts 

$0- 200,000 

$200,001 - 300,000 
$300,001 - 400,000 
$400,001 - 500,000 
$500,001 - 600,000 
$600,001 - 700,000 
$700,001 - 800,000 
$800,001 - 1',000,000 
$1,000,001 - 1,250,000 
$1,250,001 - 2,000,000 
$2,000,001 - 2,500,000 
$2,500,001 - 3,000,000 
$3,000,001 and up 

maximum number 
of player terminals 
allowed per licensed 
location 

4 (All licensees in this 
license class shall be 
guaranteed a minimum of 
4 player terminals) 

5 
6 
7 
8 
10 
12 
14 
16 
18 
20 
22 
24 

(b) For purposes of the initial allocation of player terminals under 
section 7(1) (a) and (b) of this act and (a) (i) and (ii) of this 
subsection, the number of available machines in each category will 
be divided by the number of eligible licensees in that category, and 
no licensee can be awarded more than the resulting arithmetic 
average in their category. 

(c) For purposes of the initial allocation of player terminals to 
licensees under section 7(1) (c) of this act and (a)(iii) of this 
subsection, gross gambling receipts shall be calculated and 
determined by the commission using a . licensee's annual gross 
gambling receipts for any active years of operation in 1999 through 
2002. However, licensees who operated for partial years or less 
than the full four years during this period shall have their gross 
gambling receipts annualized and calculated accordingly. 

(2) For purposes of player terminal allocations after the initial 
January 1, 2005, allocation, the lottery commission shall determine 
on January 1st of every year the total available number of player 
terminals to be allocated to licensees in each category established 
in subsection (l)(a)(i) and (ii) of this section in each allocation 
pool created in section 7(1) of this act. The number of player 
terminals that may be awarded to any applicant in that ensuing 
year shall be determined by dividing the number of available player 
terminals in an allocation pool by the number of qualified applicants 
in that pool. Each allocation pool consists of those player terminals 
not allocated in previous years, forfeited player terminals, plus 
additional player terminals, if any, that become available as a result 
of new tribal-state compacts or by amendments to tribal compacts. 
However, licensees that become eligible for player terminals after 
January 1st of any given year may be awarded player terminals by 
the lottery commission only to the extent there are player terminals 
available for allocation within the particular category. Such a 
licensee may not receive more than the arithmetic average of player 
terminals as determined by the lottery commission on the 
immediately preceding January 1st. 

(3) Within each category established under subsection (l)(a)(i) 
and (ii) of this section, no licensee can be awarded more than the 
arithmetic average of all the applications divided into the number 
of player terminals available in the allocation pool. Licensees shall 
be prioritized within each category established under section 7(1) 
of this act for review for new or additional player terminals under 
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this section based upon the effective date of their underlying 
gambling license issued by the gambling commission. Electronic 
scratch ticket game licensees within each category established under 
section 7(1) of this act may continue to request additional player 
terminals subject to the maximum number of player terminals per 
licensed location established in this section. ' 

NEW SECTION. Sec. 7. (1 ) The maximum number of electronic 
scratch ticket game player terminals shall be determined as of 
January 1, 2005, for the initial allocation and January 1st of every 
year thereafter for future allocations as set forth in section 6 of this 
act and is set at the number authorized at any given time based 
upon the cumulative number of electronic scra~ch ticket game player 
terminals authorized under all current tribal-state class III gaming 
compacts ·in the state. Of this maximum number, the following 
distribution is established: 

(a) Fifteen percent of the player terminals to the top forty gross 
receipt charitable or nonprofit operations conducting bingo games 
licensed as of January l , 2005, with an established maximum 
number of player terminals per licensed location as set forth in 
section 6 of this act; 

(b) Thirty-six percent of the player terminals to house-banked 
card rooms operating at least five house-banked card tables and to 
horse racing facilities with an established maximum number of 
player terminals per licensed location as set forth in section 6 of 
this act; and 

(c) Forty-nine percent of the player terminals to: (i) Persons, 
associations, or organizations primarily engaged in the selling of 
food or drink for consumption on the premises using punch boards 
or pull-tabs; and (ii) bona fide charitable or nonprofit organizations 
conducting bingo games other than those in (a) of this subsection, 
or using punch boards or pull-tabs with an established maximum 
number of player terminals per licensed location as set forth in 
section 6 of this act. 

(2) Electronic scratch ticket licensed locations under this chapter 
shall not be licensed for player terminals under more than one of 
the three categories described in section 6 of this act. 

NEW SECTION. Sec. 8. (1) The payment of prizes to the holders 
of winning tickets or shares shall not be less than seventy-five 
percent of the gross annual revenue from electronic scratch ticket 
games. 

(2) The net win, less the licensee's proportionate share set forth 
in subsection (4) of this section, shall be transferred into the 
Electronic Scratch Ticket Account created in section 12 of this act. 

(3) The money in the Electronic Scratch Ticket Account shall be 
expended as follows: 

(a) Amounts reasonably necessary to administer the electronic 
scratch ticket games and electronic scratch ticket game and central 
computer and central accounting and auditing systems shall be 
expended by the lottery commission; 

(b) Ninety-nine percent of the amount remaining after 
administrative expenses in (a) of this subsection shall be deposited 
in the Equal Treatment Equals Lower Property Taxes Account. The 
Equal Treatment Equals Lower Property Taxes Account shall be 
used to lower the subsequent year' s state property tax levy as 
provided in section 3 of this act. This account is created in the 

custody of the state treasurer. All receipts from the Equal Treatment 
Equals Lower Property Taxes Account must be deposited into the 
account. Only the director of the lottery commission or the 
director's designee may authorize expenditures from the account. 
The account is subject to allotment procedures under chapter 43.88 
RCW, but an appropriation is not required for expenditures. 

(c) One percent of the amount remaining after administrative 
expenses in (a) of this subsection shall be dedicated exclusively 
for distribution to a contractor under section 11 (3) of this act subject 
to appropriation. 

(4) Sixty-five percent of the net win shall remain with the 
individual electronic scratch ticket licensee from which the licensee 
is obligated to pay its licensing fees and other expenses, including 
costs associated with owning and operating electronic scratch ticket 
player terminals. 

NEW SECTION. Sec. 9. (1) Play of all electronic scratch ticket 
games is restricted to players who are twenty-one years of age or 
older. Electronic scratch ticket licenses shall not be issued to agents 
registered to sell lottery tickets in venues such as convenience stores 
or other locations readily accessible to minors, but shall be restricted 
to the authority granted by this chapter. 

(2) Placement of player terminals for electronic scratch ticket 
games shall only be allowed on premises and in areas of premises: 
(a) meeting the liquor control board's requirements for barrier and 
signage as contained in WAC 314-02-050(1) as it exists on the 
effective date of this act, and (b) on the premises or portion of the 
premises where persons under twenty-one are not permitted. 

(3) Duties of employees who are under twenty-one shall comply 
with the provisions of chapter 66.44 RCW and the rules adopted 
by the liquor control board under that chapter. 

NEW SECTION. Sec.10. (1) Electronic scratch ticket sales are 
limited to bona fide charitable or nonprofit organizations that 
conduct bingo games, punch boards, or pull-tabs, as authorized 
under RCW 9.46.0311; an association or organization primarily 
engaged in the selling of food and beverages for on-premise 
consumption that uses punch boards or pull-tabs or both, or house
banked card games operating at least five house-banked card tables 
as authorized under RCW 9.46.0325; aud horse racing facilities 
under chapter 67.16 RCW. An electronic scratch ticket license 
may be revoked if the licensee fails to maintain a license in good 
standing pursuant to RCW 9.46.070. 

(2) Electronic scratch ticket game player .terminals must use a 
cashless transaction system. Electronic scratch ticket game player 
terminals must operate off the central computer linked to a central 
accounting and auditing computer system. Licensees for electronic 
scratch tickets may own and operate the player terminals as long 
as the equipment meets certification requirements under this 
chapter. 

(3) The lottery commission shall issue a license to sell or distribute 
electronic scratch tickets only if: (a) the licensee has a valid license 
issued under RCW 9.46.070 and: (i) is operating bingo or using 
punch boards or pull-tabs under RCW 9.46.0311, or (ii) is using 
punch boards or pull-tabs or both, or operating social card games 
of at least five house-banked card tables under RCW 9.46.0325, or 
(b) is a licensed horse racing facility under chapter 67.16 RCW. 
An applic;ant for licensee of electronic scratch tickets must have 
maintained a valid license issued under RCW 9.46.070 or have 
been a valid horse racing facility fQJ' six months consecutively 
preceding issuance of a license under this chapter. 

(4) The lottery commission may contract with private testing 
laboratories or with a laboratory on contract with the gambling 
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commission for certification that electronic scratch ticket game 
equipment meets the requirements of this chapter. The 
manufacturer has the burden of establishing that its equipment 
meets certification requirements. 

(5) Electronic scratch ticket licensees may lease their allotted 
machines to other licensees and may also revenue-share with 
persons or entities, including route operators, distributors, and 
manufacturers licensed by the lottery commission to engage in such 
activity. Licensees' lease of allotted machines or contracts with a 
route operator, distributor, or manufacturer must be in writing, 
signed by the parties, and submitted to the lottery commission 
before the installation of player terminals. 

NEW SECTION. Sec. 11. (1) The lottery commission may 
enforce the provisions of RCW 9.46.071 and 9.46.072 relative to 
licenses issued for electronic scratch tickets. 

(2) The lottery commission shall require a label on each player 
terminal that prominently displays the Washingto"h problem 
gambling helpline number. 

(3) Pursuant to chapter 43.20A RCW, the department of social 
and health services shall contract with a nonprofit entity 
incorporated in Washington state dedicated to the provision of 
public awareness, education, prevention, helpline services, 
treatment, professional training, counselor certification, research, 
and other services necessary to address problem gambling in 
Washington to implement a program that addresses problem 
gambling. 

NEW SECTION. Sec. 12. There is hereby created and 
established a separate account, to be known as the Electronic 
Scratch Ticket Account. This account is created in the custody of 
the state treasurer. All receipts from the tax imposed in section 2 
of this act and all other money credited or transferred thereto from 
any other fund or source pursuant to law must be deposited into 
the account. Only the director of the lottery commission or the 
director 's designee may authorize expenditures from the account. 
The account is subject to allotment procedures under chapter 43.88 
RCW, but an appropriation is not required for expenditures. 

NEW SECTION. Sec. 13. The lottery commission shall 
immediately suspend any certification of licensure issued for 
electronic scratch tickets if the holder of the certificate has been 
certified pursuant to RCW 74.20A.320 by the department of social 
and health services as a person who is not in compliance with a 
support order. If the person has continued to meet all other 
requirements for certification during the suspension, reissuance of 
the certificate of licensure 'shall be automatic upon the lottery 
commission's receipt of a release issued by the department of social 
and health services stating that the person is in compliance with 
the order. 

NEW SECTION. Sec.14. Information obtained by the gambling 
commission pursuant to its background check investigation under 
RCW 9.46.070 shall be provided to the lottery commission for 
each applicant for an electronic scratch ticket license. Applicants 
for an electronic scratch ticket license are subject to the background 
check investigation requirements of the gambling ·commission 
under RCW 9.46.070. 

NEW SECTION. Sec.15. The lottery commission shall develop 
reasonable rules to implement this act, which include, but are not 
limited to, rules applicable to circumstances where pending 
applications within each category established under section 7(1) 
of this act request more player terminals than are arithmetically 
available for allocation; rules regarding prize payments over six 
hundred dollars; and implementation provisions that enable the 
intent of this act to take effect. It is the intent of the people to 
expeditiously implement this act and maximize revenue through 
operation of electronic scratch ticket games in limited regulated 
venues, which shou'Id not be hampered through the rule-making 
processes. Rulemaking shall be expedited in order to meet this 
intent. 

NEW SECTION. Sec.16. Sections 6 through 15 of this act are 
each added to chapter 67.70 RCW. 

NEW SECTION. Sec. 17. The provisions of this act are to be 
liberally construed to effectuate the policies, purposes, and intent 
of this act. 

NEW SECTION. Sec. 18. If any provision of this act or its 
application to any person or circumstance is held invalid, the 
remainder of the act or the application of the provision to other 
persons or circumstances is not affected. 

Comple 

@' 
AN ACT Relating to charter schools; amending RCW 

28A.150.010; adding new sections to chapter 41.56 RCW; adding 
new sections to chapter 41.59 RCW; adding a new section to chapter 
41.32 RCW; adding a new section to chapter 41.35 RCW; adding 
a new section to chapter 41.40 RCW; and adding a new chapter to 
Title 28A RCW. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF 
WASIIlNGTON: 

NEW SECTION. Sec. 1. INTENT. The legislature intends to 
authorize the establishment of public charter schools within the. 
general and uniform system of public schools for the primary pur
pose of providing more high-quality learning environments to as
sist educationally disadvantaged students and other students in 
meeting the state's academic standards. The legislature intends for 
charter schools to function as an integral element of the public 
school system maintained at public expense, free from discrimina
tion, and open to all students in the state, and to be subject to the 
same or greater academic standards and performance outcomes as 
other public schools. The legislature intends to encourage school 
districts to consider using the chartering process as an optional 
tool to achieve state and federal academic accountability goals. 
The legislature finds that in addition to providing more high-qual
ity public school choices for families, teachers, and students, pub
lic charter schools may be a tool to improve schools in which sig
nificant numbers of students persistently fail to meet state or fed-
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