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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1164 %5

| NTRODUCED BY SALVATORE, STEWART, RHOADES, MELLOW FUMO, BODACK,
BELAN, LAVALLE, TARTAGLI ONE, STQUT, JONES, KASUNI C AND
PORTERFI ELD, JUNE 29, 1995

REFERRED TO FI NANCE, JUNE 29, 1995
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AN ACT
Amendi ng the act of August 26, 1971 (P.L.351, No.91), entitled

"An act providing for a State Lottery and adm nistration

t hereof ; authorizing the creation of a State Lottery

Commi ssion; prescribing its powers and duties; disposition of

funds; violations and penalties therefor; exenption of prizes

from State and | ocal taxation and naking an appropriation,”
creating the State Lottery Conm ssion; and providing for

vi deo gam ng.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 3 of the act of August 26, 1971 (P.L.351,
No. 91), known as the State Lottery Law, amended Decenber 15,
1982 (P.L.1288, No.291), is anended to read:

[Section 3. Definitions.--As used in this act:

(2) "Division" shall nean the Division of the State Lottery
created by this act.

(3) "Lottery" or "State lottery" shall nean the lottery
establ i shed and operated pursuant to this act.

(4) "Director" shall nmean the Director of the Division of

the State Lottery.
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(5) "Secretary" shall nean the Secretary of Revenue.]

Secti on 3. Definitions.--As used in this act:

"Chai rman" shall nean the Chairman of the State Lottery

Conmi ssi on.

"Commi ssi on" shall nean the State Lottery Conm SSion

est abl i shed under section 4.1 of this act.

"Departnent"” shall nean the Departnent of Revenue of the

Commpnweal t h.

"Director"” shall nean the executive director of the State

Lottery Conmi ssi on.

"Distributor” shall nean an individual, partnershinp,

associ ation or corporation |licensed by the State Lottery

Conmmi ssion to buy, sell, service or distribute video gani ng

machi nes to nmachi ne vendors. The term excl udes nmachi ne vendors

and nanuf act ur ers.

"Li censed establishnent" shall nmean a restaurant, bar,

tavern, hotel or club which has a valid liquor or nalt or brewed

beverage |icense under the act of April 12, 1951 (P.L. 90,

No. 21), known as the "Liquor Code," and is |located within a

partici pating political subdivision. The termshall include a

racetrack as defined in the act of Decenber 17, 1981 (P.L. 435,

No. 135), known as the "Race Horse | ndustry Reform Act."

"Machi ne vendor" shall nean an individual, partnershinp,

associ ation or corporation which is licensed by the State

Lottery Conmi ssi on which owns, services and nmai ntai ns vi deo

gani ng nachi nes for placenent and public use in |licensed

est abl i shnents.

"Manuf acturer"” shall nean an individual, partnershinp,

associ ation or corporation |licensed by the State Lottery

Commi ssi on whi ch manuf actures or assenbl es vi deo gani ng nmachi nes
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for sale or use in this Commonweal t h.

"Net nmmchi ne i ncone" shall nean the npney put into a vi deo

gam ng nmachine mnus credits paid out in cash.

"Secretary" shall nean the Secretary of Revenue of the

Commpnweal t h.

"Video gam ng machi ne" shall nean a device or nmachi ne whi ch

upon insertion of a coin or currency will play or sinulate the

play of a video game authorized by the State Lottery Conm ssi on,

including, but not limted to, poker, bingo, keno and bl ackj ack,

and which utilizes a video display and ni croprocessors and in

which, by the skill of the player or by chance, the player nmay

receive free ganes or credits which may be redeened for cash

Wth the exception of tickets indicating credits won, which are

redeenmabl e for cash, no nmachi ne shall directly di spense any

coins, cash, tokens or anything el se of value. Al nachi nes nust

be linked to the State Lottery Conm ssion's central

conmmuni cati ons system

Section 2. The act is anmended by addi ng sections to read:

Section 4.1. State Lottery Comm ssion.--(a) An independent

commi ssion to be known as the State Lottery Conm ssion i s hereby

creat ed.

(b) Al personnel, allocations, appropriati ons, equipnment,

supplies, records, contracts, rights and obligati ons which are

utilized or arise in connection with the functions vested in the

secretary or the departnent by this act shall be transferred to

t he conm ssi on.

(c) The conmm ssion shall have the powers and duties in

general vested in the several admi nistrative departnents and

several independent admn nistrati ve and depart nment al

adm ni strati ve boards and conm ssions as set forth in the act of

19950S1164B1360 - 3 -
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April 9, 1929 (P.L.177, No.175), known as "The Admi ni Sstrative

Code of 1929."

Secti on 4. 2. Menbers. --The conm ssion shall consi st of nine

menbers. The Secretary of Revenue and the Secretary of Agi ng

shall serve as nenbers, with the Secretary of Revenue serving as

chai rman. The CGovernor shall appoint two nenbers. The renni ni ng

five nenbers shall consist of: one appointed by the President

pro tenpore of the Senate, one appointed by the Mnority Leader

of the Senate, one appoi nted by the Speaker of the House of

Representati ves, one appointed by the Mnority Leader of the

House of Representatives and one appoi nted by the Attorney

Section 4.3. Terns of Ofice.--Mnbers shall serve terns of

three years, except the Governor's original appoi ntnents, one of

whom shall serve for four years and one of whom shall serve for

two vears. The Secretary of Revenue and the Secretary of Agi ng

shall serve the conmi ssion without interruption. No nenber nay

be appointed to nore than two consecutive terns.

Section 4.4. CQualifications.--(1) WMenbers nust be citizens

of the United States and residents of this Commpnweal t h.

(2) No nenber shall be a nenber of the General Assenbly.

(3) No nenber shall have a pecuniary interest in any

busi ness or organi zati on doi ng busi ness with any person or

organi zati on provided for under this act.

(4) One of the Governor's appointees shall be a certified

publ i ¢ accountant who has a m ni num of ten years' experience and

who is licensed to practice accountancy in this Commopnweal t h.

(5) The Governor's other appointee shall have conprehensive

know edge of the principles and practice of corporate finance

and have a mni num of ten years' experience in that field.

19950S1164B1360 - 4 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

(6) The Attorney Ceneral's appointee shall have a m ni num of

ten years' experience in the field of | aw enforcenent.

Section 4.5. Conpensati on and Expenses. --The nenbers of the

commi ssi on shall be conpensated at a rate set by the executive

board and shall be reinbursed for their actual and necessary

expenses while perform ng the busi ness of the conm ssi on.

Secti on 4. 6. Meeti ngs and Quorum --The conmmi ssi on shall neet

at | east once a nonth and such additi onal neetings as the

chai rman deens desirabl e. Special neetings may be call ed by the

chai rman upon the witten request of the director or any four

menbers of the comm ssion. Five nenbers shall constitute a

quorum Menbers nmay not vote by proxy or appoint a desi gnee to

vote in their absence.

Section 5. 1. Powers and Duties of Conmi ssion.--(a) The

commi ssi on shall have the power and it shall be its duty to

operate and adm nister the lottery and video gam ng and to

pronul gate rul es and requl ati ons governi ng the establi shnent and

operation thereof, including, but not limted to:

(1) The type of lottery, including video ganming, to be

conduct ed.

(2) The price or prices of tickets or shares in the lottery.

(3) The nunbers and sizes of the prizes on the w nni ng

ti ckets or shares.

(4) The manner of selecting the winning tickets or shares.

(5) The manner of paynent of prizes to the hol ders of

Wi nning tickets or shares.

(6) The frequency of drawi ngs or sel ections of w nning

tickets or shares, without linmtation.

(7) Wthout limt as to nunber, the type or types of

| ocati ons at which tickets or shares may be sol d.
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(8) The nethod used in selling tickets or shares.

(9) The licensing of agents to sell tickets or shares:

Provi ded, That no person under the age of twenty-one years shal

be |icensed as an agent.

(10) The manner and anount of conpensation, if any, to be

paid |icensed sal es agents necessary to provide for the adequate

avai lability of tickets or shares to prospective buyers and for

t he conveni ence of the public.

(11) The apporti onment of total revenues accruing fromthe

sale of lottery tickets or shares and fromall other sources

(ii) the paynent of costs incurred in the operation and

admini stration of the lottery, including the expenses of the

di vi sion and the costs resulting fromany contract or contracts

entered into for pronotional, advertising or operational

services or for the purchase or | ease of lottery equi pnent and

(iii) the repaynent of the nobneys appropriated to the State

Lottery Fund pursuant to section 16 of this act; and

(iv) property tax relief and free or reduced fare transit

service for the elderly as provided in section 12 of this act:

Provi ded, however, That no less than thirty per cent of the

total revenues accruing fromthe sale of lottery tickets or

shares be dedicated to property tax relief and free or reduced

fare transit for the el derly.

(12) The producti on and nerchandi sing of pronotional itens

for the lottery.

(13) Such other matter necessary or desirable for the
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efficient and econonical operation in adninistration of the

|lottery and for the conveni ence of the purchasers of tickets or

shares and the holders of winning tickets or shares.

(14) Reporting nonthly to the Governor and the CGeneral

Assenbly the total lottery revenues, prize di sbursenents and

ot her expenses for the precedi ng nonth and nmaki ng an annual

report which shall include a full and conpl ete statenment of the

|lottery revenues, video gan ng revenues, prize di shursenents and

ot her expenses to the Governor and the General Assenbly and

i ncl udi ng such recomendati ons for changes this act and the

commi ssi on deem necessary or desirabl e.

(15) Perform ng the powers and duties currently vested in

the secretary and the departnent.

(b)Y Any person who is denied a |license shall have the right

to a hearing before the comm ssion. The hearing shall be

conducted in accordance with the provisions of 2 Pa.C. S.

(relating to adm ni strative | aw and procedure). An aggri eved

party shall have the right to a de novo appeal fromthe deci sion

on license denial to the court of conmpn pleas in the judicial

district having jurisdiction over the applicant and/or the

|i censed preni ses.

(c) The conmi ssion shall investigate |icensees for

violations of this act and shall hold hearings to consi der these

matters. Hearings and appeals shall be conducted in the sane

manner as set forth in subsection (b) of this act. The

commi ssi on shall have the authority to suspend or revoke a

license if it finds that a violation of this act has occurred.

No |i cense shall be suspended or revoked until the appeal has

been deci ded by the conm ssion or during an appeal to the court

of conmpbn pleas. The fine for a violation of provisions of this
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act or of reqgul ati ons adopted under this act shall not exceed

ten thousand dollars ($10,000) for the first offense and twenty

t housand dol |l ars ($20, 000) for the second offense. A third

of fense shall mandate revocati on. An appeal to court on a third

violation shall not act as an autonati c Stay.

Secti on 5. 2. Director.--The conm SSi on nay appoi nt an

executive director to hold office at the pl easure of the

commi ssion. The director shall have the powers and duties as the

commi ssi on shall prescri be and shall recei ve conpensati on as the

conmmi ssion deternines. The director shall have the authority to

enpl oy personnel necessary to carry out the duties of the

Section 3. Section 6 of the act is repeal ed.
Section 4. The act is anmended by addi ng sections to read:

Section 15.1. Video Ganm ng. --The conni ssi on shall, subject

to |l ocal referendum provide for video gam ng at |icensed

est abl i shnents.

Secti on 15. 2. Local Referendum--In any nmunicipality, an

el ection may be held on the date of a prinmary, municipal or

general election to determne the will of the electors with

respect to the i ssuance of licenses within the limts of such

muni ci pality or county under the provisions of this section.

VWhenever el ectors equal to at | east twenty-five per cent of the

hi ghest vote cast for any office in the nmunicipality or county

at the precedi ng general election file a petition with the

county board of el ections, or the governi ng board of the

muni ci pality or county adopts by a majority vote a resolution to

pl ace such a question on the ballot and a copy of the resol ution

is filed with the county board of el ections for a referendum on

the question of issuing |licenses, the county board shall cause a

19950S1164B1360 - 8 -
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question to be placed on the ballot and submtted at the

followi ng prinmary, nunicipal or general election. The questi on

shall be in the follow ng form

Do you favor the i ssuance of licenses to pernit the play

of video gam ng nmachines in (nane of nunicipality or

(1) The |l ocal referendum shall be held in accordance wi th

the provisions of the act of June 3, 1937 (P.L.1333, No.320),

known as the "Pennsyl vani a El ecti on Code."

(2) |If a mpjority of electors voting on the guestion vote

ves," licenses shall be issued by the comm ssion in such

muni ci pality or county; but if a majority of the el ectors voting

on the question vote "no," the conm ssion shall have no power to

i ssue or renew upon expiration any licenses in that municipality

or county unless and until at a later election a majority votes

yves" on such a questi on.

(3) The referendum procedures shall also be available to

w t hdraw t he approval of the i ssuance of the |licenses within the

muni ci pality or county whi ch was granted through a prior

ref erendum

(4) A referendum for approval under this section may not be

held nore than twice within six years fromthe effecti ve date of

this act, and thereafter no nore than once every four years. A

referendum for withdrawal under this act nay not be held in the

first four years fromapproval, and thereafter no nobre than once

every four years.

Secti on 15. 3. Li censing.--(a) The director shall conduct a

background i nvesti gati on of all applicants for a manufacturer's,

distributor's or nmachine vendor's license as to their personal

and busi ness character, honesty and integrity. The investigation

19950S1164B1360 - 9 -
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may utilize the same procedures that are used for simlar checks

conducted for the State lottery. The investigati on nay i ncl ude,

but not be limted to, the foll ow ng:

(1) An examination of any crimnal or civil record.

(2) An exanmi nation of any personal, financial or business

records, including tax returns, bank accounts, busi ness

accounts, nortgages and contracts to which the |license applicant

is a party or has an i nterest.

(3) An exanmi nation of any personal or busi ness rel ati onshi ps

whi ch may i nclude a partial ownership or voting interest in a

part nershi p, associ ati on or corporati on which affects the

fitness of the applicant for |icensure.

(b) An applicant, to becone a |licensee, nust produce such

i nformati on, docunmentati on and assurances as required by the

commi ssion or the director to include, but not be limted to,

the foll ow ng:

(1) Each license applicant nust consent in witing and

provide for the exam nation of all financial and busi ness

accounts, bank accounts, tax returns and related records in his

possessi on or under his control which establish by clear and

convi nci ng evidence the financial stability, integrity and

responsibility of the |license applicant and nust authorize al

third parties in possession or control of any such accounts or

records to allow for their exam nati on as determnm ned necessary

by the conmi ssion or the director in conducting background

i nvesti gati ons.

(2) Each license applicant nust di scl ose on the application

formany non-sunmmary crimnal convictions covering the ten-year

period i nmedi ately preceding the filing of the application. The

li cense applicant nmust also i nclude on the application form any

19950S1164B1360 - 10 -
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convictions of the ganbling | aws or statutes of this

Commpnweal th or any other jurisdiction to which he was subj ect.

(3) If the license applicant has conducted a gani ng

operation in a jurisdiction which permts such activity, the

|i cense applicant nust produce letters of reference fromthe

gani ng or casi no enforcenent or control agency which specify the

experi ences of the agency with the |license applicant, the

li cense applicant's associ ates and the |license applicant's

ganmi ng operations. |If the |license applicant is unable to obtain

these letters within sixty days of the request, the |icense

applicant may subnmit a copy of the letter requesti ng the

i nformati on, together with a statenent under oath, that during

the period such activities were conducted, the |license applicant

was in good standing with the appropriate ganbling or casi no

enforcenent or control agency.

(4) Each |license applicant nust provide such information,

docunentati on and assurances as required by the conm ssi on or

director to establish by clear and convi nci ng evi dence the

li cense applicant's good character, honesty and integrity.

Informati on under this clause nay relate to famly, habits,

character, reputation, business affairs, financial affairs,

busi ness associ ates, professional associ ates and per sonal

associ ates covering the ten-year period i medi ately precedi ng

the filing of the application.

(c) Each license applicant nust accept any ri sk of adverse

public notice, enbarrassnent, criticism danmages or financi al

| oss which may result from any di scl osure or publication by a

third party of any material or information requested by the

commi ssion or the director pursuant to action on an applicati on.

The |icense applicant expressly wai ves any cl ai m agai nst the

19950S1164B1360 - 11 -



commi ssion, the director or the Conmmonweal th and its enpl oyes

fromdamages as a result thereof.

(d) Any person who is denied a |license shall have the right

to a hearing before the conmm ssion as set forth in subsection

(b) of section 5.1 of this act.

(e) A sole proprietor vendor shall:

(1) Be a resident of this Commonwealth for at | east two

vears immedi ately prior to application.
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11 (3) Be at |least eighteen years of age.

12 (4) Be current in the paynment of all taxes, interest and

13 penalties owed to the Commbnwealth and the political

14 subdivisions thereof, excluding itens under formal dispute or
15 appeal under applicable statutes.

16 (5) Denonstrate sufficient financial resources to support
17 the activities required to place and service video gan ng

18 nmchines.

19 (f) (1) Partnership vendors shall be current in the paynent
20 of all taxes, interest and penalties owed to the Conmonwealth
21 and the political subdivisions thereof, excluding itens under
22 formal dispute or appeal under applicable statutes.

23 (2) Partnership vendors shall denonstrate sufficient

24 financial resources to support the activities required to place
25 and service video gam ng nmachi nes.

26 (3) Each partner of a partnership vendor shall:

27 (i) be of good noral character and reputation in the

28 comunity; and

29 (ii) be at least eighteen years of age.

30 (4 A mjority of the partnership ownership interest shal

19950S1164B1360 - 12 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

be held by residents donmiciled in this Commbpnweal th at | east two

vears imedi ately prior to application. The resi dency and

domicile requirenents shall be mai ntained during the entire

peri od of |icensure.

(g) (1) Association or corporation vendors shall be current

in the paynent of all taxes, interest and penalties owed to the

Commpnweal th and the political subdivisions thereof, excluding

itens under formal di spute or appeal under applicabl e statutes.

(2) Association or corporation vendors shall denpnstrate

sufficient financial resources to support the activities

required to place and servi ce video gam ng nachi nes.

(3) Al sharehol ders of the corporati on or associ ati on

(i) be of good noral character and reputation in the

conmuni ty; and

(ii) be at | east ei ghteen years of age.

(4) Shareholders owning a majority of the stock in the

corporation shall be residents domciled in this Commpnweal th at

| east two years imedi ately prior to application. The residency

and domicile requirenents shall be nmmintained during the entire

peri od of |icensure.

(h) The annual fee for a nachine vendor's |license shall be

twenty-five thousand doll ars ($25,000). The annual fee incl udes

li censes for fifty video gam ng nmachines. A license fee of five

hundred dol |l ars ($500) shall be assessed for each vi deo gam ng

machi ne over the initial fifty licenses included within the

annual nmachi ne vendor's |license fee. No additional |icense fees

shall be assessed if the |licensed video gam ng nachine is

rel ocated during the |license year to an approved |i censed

establi shnent within the sane municipality.
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1 (i) A sole proprietor distributor shall:

2 (1) Be of good noral character and reputation in the

3 comunity.

4 (2) Be at |east eighteen years of age.

5 (3) Be current in the paynent of all taxes, interest and
6 penalties owed to the Commobnwealth and the political

7 subdivisions thereof, excluding itens under formal dispute or
8 appeal under applicable statutes.

9 (4) Denonstrate sufficient financial resources to support

10 the activities required to sell and service video gam ng

11 machi nes.

12 (5) WMaintain and operate a coin machine distributor's

13 office, sales and service staff within this Commpbnweal t h.

14 (i) (1) Partnership distributors shall be current in the

15 paynent of all taxes, interest and penalties owed to the

16 Commonweal th and the political subdivisions thereof, excluding

17 itens under formal di spute or appeal under applicabl e statutes.

18 (2) Partnership distributors shall denonstrate sufficient

19 financial resources to support the activities required to sel

20 and service video gam ng nmachi nes.

21 (3) Each partner of a partnership distributor shall:

22 (i) be of good noral character and reputation in the

23 community; and

24 (ii) be at | east ei ghteen years of age.

25 (4) Partnership distributors nust mai ntain and operate a

26 coin machine distributor's office, sales and service staff

27 wthin this Commbpnweal t h.

28 (k) (1) Association or corporation distributors shall be

29 current in the paynent of all taxes, interest and penalti es owed

30 to the Commonweal th and the political subdivisions thereof,

19950S1164B1360 - 14 -
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excluding itens under fornmal di spute or appeal under applicable

statutes.

(2) Association or corporation distributors shal

denonstrate sufficient financial resources to support the

activities required to sell and service video gam ng nachi nes.

(3) Al sharehol ders of the corporati on or associ ati on

(i) be of good noral character and reputation in the

conmuni ty; and

(ii) be at | east ei ghteen years of age.

(4) A corporate distributor nust mai ntain and operate a coin

machi ne distributor's office, sales and service staff within

this Conmonweal t h.

(1) The annual fee for a distributor's |license shall be

twenty-five thousand dollars ($25, 000).

(m A sole proprietor nmanufacturer shall

(1) Be of good noral character and reputation in the

(2) Be at | east ei ghteen years of age.

(3) Be current in the paynent of all taxes, interest and

penalties owed to the Commpnweal th and the political

subdi vi sions thereof, excluding itens under fornmal di spute or

appeal under applicabl e statutes.

(4) Denpnstrate sufficient financial resources to support

the activities required to manufacture and sell video gani ng

machi nes through a |icensed distri butor.

(n) (1) Al partners of a partnership nanufacturer shall be

at | east ei ghteen years of age.

(2) Al partners of a partnershi p manufacturer shall be of

good noral character and reputation in the community.
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(3) Partnership manufacturers shall be current in the

paynent of all taxes, interest and penalties owed to the

Commpnweal th and the political subdivisions thereof, excluding

itens under formal di spute or appeal under applicabl e statutes.

(4) Partnership manufacturers shall denonstrate sufficient

financial resources to support the activities required to

manuf acture and sell video gam ng machi nes through a |icensed

di stri butor.

(o) (1) Association or corporate manufacturers shall be

current in the paynent of all taxes, interest and penalties owed

to the Commonweal th and the political subdivisions thereof,

excluding itens under fornmal di spute or appeal under applicable

statutes.

(2) Association or corporate nmanufacturers shall denonstrate

sufficient financial resources to support the activities

requi red to manufacture and sell video ganm ng nmachi nes through a

li censed distributor.

(3) Al sharehol ders of the corporati on or associ ati on

(i) be of good noral character and reputation in the

conmuni ty; and

(ii) be at | east ei ghteen years of age.

(p) The annual fee for a manufacturer's |license shall be

twenty-five thousand dollars ($25, 000).

(q) (1) The conmm ssion shall issue a |license to any

| i censed establishment upon a showing that its |iquor or retai

di spenser's license is valid and is in good standing with the

Li qguor Control Board. The annual fee for a |licensed

est abl i shnent shall be five hundred dollars ($500) per video

gani ng nachi ne.
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(2) The licensed establishnent shall not pay additi onal

licensing fees if the video ganm ng machi nes are repl aced or

changed during the license year: Provided, That the total nunber

of video gam ng nmachi nes does not exceed the nunber of |icenses

held by the establi shnent.

Secti on 15. 4. Prohi bitions.--(a) No approved |icensed

establi shnent under this act may operate nore than one vi deo

ganm ng nmachi ne unl ess every approved |icensed establishnent in

this Commonweal th has at | east one video gam ng nachi ne. No

li censed establishment shall have nore than four video gan ng

machi nes.

(b) No applicant may hold nore than one type of |icense as

provided in section 15.3 of this act. Each |licensee is

responsi bl e for paynent of its |license fee. Paynent of the fee

by a person, partnership or corporation other than the |icensee

is prohibited. A machi ne vendor |icense does permt the vendor

to sell used video ganm ng machi nes that the vendor purchased,

li censed and operated to other |icensed vendors or distributors.

(c) No licensee shall be permtted to adverti se ganbling or

use the word "ganbling" in any pronoti onal way, including flyers

or other forns of adverti senent.

(d) No video gam ng nmachi nes may be placed in a |icensed

est abl i shnent unl ess the machi ne vendor and the |icensed

establ i shnent have entered into a nutually agreed-upon witten

machi ne pl acenent agreenent for a mninumtermof one year. A

vi deo ganmi ng nachi ne owner nmay not offer or qgive any type of

i nducenents or incentives to a |licensed establishnent to secure,

mai ntain or renew a vi deo gani ng nachi ne pl acenent agreenent.

(e) No person, partnership, association or corporation nmay

sell, distribute, service, own, operate or place on | ocation a
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vi deo gam ng nachine unless it is |licensed pursuant to this act

and is in conpliance with all requirenents of this act.

(f) (1) No person under twenty-one years of age nay use or

play a video gam ng nmachine. A m nor using or playing or

attenpting to use or play a video gam ng nachi ne conmts a

sunmary of f ense.

(2) A licensed establishnent in which a person under twenty-

one years of age plays or uses a video gani ng nachi ne, whet her

or not that |licensed establishnment is actually aware of the

mnor's age, conmts a sunmary offense and shall, upon

conviction, pay a fine of not nore than five thousand doll ars

(85, 000) .

(3) The establishment of any of the following facts by a

person allowing a mnor to operate the video gan ng machi nes

constitutes a defense to prosecuti on under this subsection:

(i) the mnor falsely represented in witing that the m nor

was twenty-one years of age or ol der; or

(ii) the appearance of the m nor was such that an ordi nary

person of prudent judgnent woul d believe the mnor to be twenty-

one years of age or ol der.

Secti on 15.5. Machi ne Characteristics.--(a) The comm ssi on

shall establish and procure a central conmuni cati ons system

capabl e of nonitoring and conmmuni cating with each |icensed vi deo

gani ng nachi ne.

(b)Y The conm ssion shall approve a prototype video gani ng

machi ne whi ch i ncludes hardware and software specifications.

These specifications shall include, but not be linmited to, the

(1) Al nmachines shall be linked with the |lottery central

conmmuni cati ons systemto provi de conpl ete accounti ng and
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auditing information to elimnate any possibility of fraud.

(2) Unrenpvable identification plates shall appear on the

exterior of the machine and shall contain the nane of the

manuf acturer and the serial nunber and nodel nunber of the

machi ne.

(3) The rules of play shall be displayed on the machi ne face

or screen as pronul gated by the conm ssi on.

(4) A video gam ng nmachine may not directly di spense coins,

cash, tokens or any other article of exchange or val ue except

tickets. Such tickets shall be di spensed by pressing the ticket

di spensi ng button on the machine at the end of a turn or play.

The ticket shall indicate the total anmount of credits and the

cash award, and the player shall turn in this ticket to the

appropri ate person at the |licensed establishnent to recei ve the

cash award. The cost of the credit shall be twenty-five cents

(25¢), and the nunmber of credits played per gane shall not

exceed eight. No cash award for any individual game shall exceed

five hundred dollars ($500). Al video gam ng nachi nes shall be

desi gned and manufactured with total accountability, including

gross proceeds, net profits, w nning percentages and any other

i nformati on the comm SSi on requires.

(5) Each machi ne shall have a m ni mrum wi nni ng per cent age of

ei ghty per cent.

(c) The conmm ssion shall have primry enforcenent

responsibility for any illegal activities concerning video

gani ng nmachi nes. The conm SSi on may engage an enforcenent agent

and personnel necessary to ensure the integrity of video gan ng.

The Pennsyl vania State Police and | ocal police shall al so have

the authority to enforce the provisions of this act.

Secti on 15. 6. Distribution of Funds.--(a) There is hereby
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establi shed a separate account in the State Treasury to be known

as the Video Gam ng Account. Al fees and fines and the

Commpnweal th porti on of net machi ne i ncone generated from vi deo

ganmi ng shall be deposited therein.

(b)Y The net machi ne i ncone from each vi deo ganm ng nmachi ne

shall be distributed as foll ows:

(1) Thirty-three per cent to the licensed establishnent.

(2) Thirty-three per cent to the |licensed vendor.

(3) Thirty-four per cent to the Commonweal t h.

(c) Twenty-five per cent of the Commonweal th's share of net

machi ne i ncone shall be used to fund basi c education. This

anount shall not exceed one hundred million doll ars

($100, 000, 000) annually. Twenty-five per cent of the

Commpnweal th's share of net machi ne i ncone shall fund hi gher

educati on through the State System of H gher Education. This

anount shall not exceed one hundred million doll ars

($100, 000, 000) annually. Fifty mllion dollars ($50, 000, 000)

shall be set aside annually to expand eligibility in the

Phar maceuti cal Assi stance Contract for the Elderly (PACE)

Pr ogr am est abl i shed under the act of Augqust 14, 1991 (P.L. 342,

No. 36), known as the "Lottery Fund Preservati on Act." Each

muni ci pality that has approved video gani ng shall receive one

t housand doll ars ($1,000) per |licensed video gam ng nachi ne

within that nunicipality annually. Al remai ning funds shall qgo

to the State Lottery Fund.

(d) The costs of the conmmi ssion for the establishnent,

enforcenent and operati on of video ganmi ng nmay not exceed seven

and one-half per cent of the video ganing's total annual

revenue, except in the first two years after the effective date

of this act, when the costs may not exceed fifteen per cent of
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the total revenues.

Section 5. Video gam ng nachi nes and coi n-operated amusenent
machi nes shall be exenpt fromtaxes |evied under the act of
August 5, 1932 (Sp.Sess., P.L.45, No.45), referred to as the
Sterling Act, the act of Decenmber 31, 1965 (P.L.1257, No.511),
known as The Local Tax Enabling Act, or the act of April 13,
1972 (P.L.184, No.62), known as the Home Rule Charter and
Optional Plans Law, or under any other statute which confers
taxing authority to any political subdivision. The machi nes are
al so exenpt fromall local |icensing fees.

Section 6. Video gam ng nachines and their use are exenpt
fromthe provisions of 18 Pa.C. S. § 5513 (relating to ganbling
devi ces, ganbling, etc.).

Section 7. The General Assenbly declares that the
Commonweal th is exenpt fromsection 2 of the Ganbling Devices
Transportation Act (64 Stat. 1134, 15 U.S.C. § 1172). Shipnents
of approved video gam ng nachines into this Comopnweal th in
conpliance with sections 3 and 4 of the Ganbling Devices
Transportation Act (15 U.S.C. 88 1173 and 1174) shall be deened
| egal shipnments into this Commonweal t h.

Section 8. This act shall take effect in 30 days.
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