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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL

Session of
NO. 7 2003

| NTRODUCED BY DeWEESE, LEVDANSKY, VEON, BEBKO-JONES, COSTA,
FABRI ZI O, HALUSKA, JAMES, LaGROITA, LEACH, PRESTQON, SANTON
SOLOBAY, TANGRETTI, WASHI NGTON, J. W LLIAMS, CALTAG RONE,
DeLUCA, FRANKEL, HARHAI, KOTI K, LAUGHLI N, PI STELLA, SAI NATO
SHANER, STURLA, WANSACZ, WHEATLEY AND WOJNARGCSKI ,
APRI L 16, 2003

REFERRED TO COW TTEE ON FI NANCE, APRIL 16, 2003

AN ACT
1 Authorizing video gaming termnals at racetracks; conferring
2 powers and inposing duties on the Division of the State
3 Lottery, the State Horse Raci ng Commi ssion, the State Harness
4 Raci ng Conmm ssion, the Departnent of Health and the Attorney
5 CGeneral ; providing for video gamng term nals and for
6 speci fications; providing for the division of incone, for
7 accounting and for electronic transfer of funds; establishing
8 t he Pennsyl vani a St andardbred Breeders Fund, the Video Gam ng
9 Fund, the Education Equity 501 Trust Fund, the Conpul sive and
10 Probl em Ganbl i ng Treat nent Fund and the Backsi de | nprovenent
11 Fund; providing for the conpul sive and probl em ganbli ng
12 program establishing the Backside |Inprovenent Board and
13 providing for its powers and duties; and maki ng an
14 appropriation.
15 The General Assenbly of the Conmonweal th of Pennsyl vani a

16 hereby enacts as foll ows:
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18 Chapter 1. Prelimnary Provisions

19 Section 101. Short title.

20 Section 102. Declaration of policy.
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22 Chapter 3. Admnistration
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Section 1102. Education Equity 501 Trust Fund.
Chapter 13. Terminal Training, Controls and Credits
Section 1301. Video gam ng term nal training.
Section 1302. Nunber and | ocation of video gami ng term nals and

security of term nals.
Section 1303. Paynents of credits.
Section 1304. Transportation and registration of video gam ng

term nal s.
Chapter 15. Conpul sive and Probl em Ganbl i ng
Section 1501. Conpul sive and probl em ganbling program
Chapter 17. Penalties and Enforcenent
Section 1701. O fenses and penalties.
Section 1702. Enforcenent.
Chapter 19. Backside | nprovenent
Section 1901. Backside | nprovenent Conmi ssion.
Section 1902. Backside | nprovenent Fund.
Chapter 51. M scell aneous Provisions
Section 5101. <Cuidelines and regul ati ons.
Section 5102. Transfer of video gam ng.
Section 5103. Appropriation.
Section 5104. Severability.
Section 5105. Effective date.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
CHAPTER 1
PRELI M NARY PROVI SI ONS
Section 101. Short title.
This act shall be known and may be cited as the Racetrack

Vi deo Gami ng Aut hori zation and Control Act.

Section 102. Declaration of policy.

20030H0007B1409 - 3 -
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The CGeneral Assenbly finds and declares as foll ows:

(1) Pari-mutuel racing facilities which offer live horse
raci ng have historically made significant contributions to
t he econom ¢ devel opnent of this Comonweal th and have had a
great inpact on the viability of the agricultural and race
hor se breedi ng i ndustri es.

(2) Authorization of specified gam ng activities, such
as conpetitive offering of video gamng at qualified pari-
mutuel racing facilities, will revitalize and rehabilitate
those facilities and will further result in overall economc
devel opnment and additi onal revenues to the Conmonweal th and
muni ci palities where those facilities are | ocat ed.

(3) The success of video gam ng is dependent upon public
confidence and trust that video gaming will be conducted
honestly and conpetitively and is free fromcrimnal and
corruptive el enents.

(4) The Commonweal th can control and regul ate vi deo
gaming if the Commonwealth [imts |icensure to qualified
video gamng facilities at pari-mutuel racing facilities,
extends strict and exclusive State regulation to all persons,
| ocations and practices related to the operation of a
I icensed video gaming facility and provi des conprehensive | aw
enf orcenent supervision of video gam ng activities.

(5) Participation in video gaming by a |icensee or
permt hol der under this act shall be deenmed a privilege
condi ti oned upon the proper and continued qualification of
the licensee or permt holder and upon the discharge of the
affirmative responsibility of each |licensee to provide the
regul atory and investigatory authorities established by this

act assistance and information necessary to assure that the

20030H0007B1409 - 4 -
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policies declared by this act are achi eved.

(6) Existing pari-nmutuel racing facilities in this
Commonweal th provide a val uable tourismresource for this
Commonweal th and provide significant econom c benefits to the
citizens of this Comonweal th through the provision of jobs
and the generation of revenues; this valuable tourism
resource i s threatened because of a general decline in the
horse racing industry due to increasing conpetition from
pari-nmutuel facilities in and gam ng products of fered by
nei ghboring states; and the survival of Pennsylvania's pari-
mut uel racing industry is in jeopardy of further decline and
eventual dem se unless other attractions, such as nodern
vi deo gam ng ganes, are authorized at the racetracks.

(7) It is in the public interest of the citizens of this
Commonweal th for the Conmonwealth to inplement neasures which
will help revitalize Pennsylvania' s pari-nutuel racing
i ndustry and simul taneously provide additional revenue for
publ i ¢ school funding.

Section 103. Definitions.
The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the

context clearly indicates otherw se.

"Applicant."” A person who applies for a video gam ng |icense
or permt.
"Associ ated equi prent. " Any conputer hardware or periphera

equi pnent |l ocated on a |licensed racetrack's prem ses which is
connected to the video gam ng system for the purpose of
perform ng comuni cation, validation or other functions, but not
i ncluding the video gam ng termnals or the comuni cations

facilities or tel ecomunications equipnment of a public utility

20030H0007B1409 - 5 -
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or a cable television provider.

"Background investigation.” A security, crimnal and credit
i nvestigation of a person who has applied for a video gam ng
license or permt or who has been granted a video gam ng |license
or permt.

"Board." The Backsi de | nprovenent Board established under
section 1901.

"Central communi cations system™ A conputer system approved
by the Division of the State Lottery, linking all video gam ng
termnals at a racetrack with the central control conputer to
provi de auditing programinformation and any other informtion
as determ ned by the division.

"Central control conputer.” A central site conputer provided
to and controlled by the Division of the State Lottery to which
vi deo gam ng term nals comuni cate for the purpose of
information retrieval or term nal activation, or to disable
vi deo gam ng term nal s.

"Conmi ssions.” The State Horse Raci ng Comm ssion and the
St at e Harness Raci ng Conm ssion created pursuant to the act of
Decenber 17, 1981 (P.L.435, No.135), known as the Race Horse
I ndustry Reform Act.

"Corporation” or "licensed corporation.” A corporation which
has obtained a |license fromeither the State Horse Racing
Conmmi ssion or the State Harness Raci ng Comm ssion to conduct
t hor oughbred or harness horse race neetings respectively with
pari - nut uel wageri ng.

"Director.” The Director of the Division of the State
Lottery.

"Division." The Division of the State Lottery of the

Depart ment of Revenue of the Conmonweal t h.

20030H0007B1409 - 6 -



1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

"EPROM " The acronym for erasabl e- programmabl e read-only
menory which is an integrated circuit that can be programred by
a manufacturer and subsequently erased and reprogramed by a
user to correct an error in the original programor to add a
function and on which the operation software for all ganes
pl ayabl e on a video gam ng term nal resides and which can al so
be in the formof CD-Rom flash RAM or any ot her technol ogy
medium that the Division of the State Lottery may fromtine to
time approve for use in video ganming termnals. Al EPROVs and
el ectronic storage nedia are hereby deenmed to be the property of
t he Conmonweal t h.

"Fl oor attendant." The person enployed by a |icensed
racetrack who holds a permt issued by the Division of the State
Lottery and who corrects paper jans and bill janms in video
gam ng term nals and provi des courtesy services for video gam ng
pl ayers.

"Gross termnal incone."”™ The total ampbunt of cash inserted
into the video gaming termnals operated by a |icensee, m nus
the total value of gane credits which are cleared fromthe video
gami ng termnals in exchange for cash w nnings or w nning
redenption tickets.

"Horsenmen." Persons represented by the Pennsylvani a
Hor senen’' s Benevol ent and Protective Association, the
Phi | adel phi a Thoroughbred Horsenen's Associ ation, the
Pennsyl vani a Harness Horsenen's Associ ati on and t he Meadows
St andardbred Omers' Associ ation.

"Key enpl oyee.” Any executive, enployee or agent of a
i censee having the power to exercise a significant influence
over decisions concerning any part of the operation of a video

gam ng facility.

20030H0007B1409 - 7 -
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"License" or "video gaming license.” The authorization
granted by the Division of the State Lottery to a pari-nutuel
racing facility to operate video gam ng ganes in this
Conmonweal t h.

"Licensee.” Any racetrack operated by a |licensed corporation
which is granted a license by the Division of the State Lottery
under this act.

"Net terminal incone.”™ Goss termnal income m nus an anount
deducted in accordance with section 903. No deduction for any or
all costs and expenses of a licensee related to the operation of
vi deo gam ng ganes shall be deducted fromgross term nal incone.

"Nonprimary location.” Any facility in which pari-nutue
wagering is conducted pursuant to the act of Decenber 17, 1981
(P.L.435, No.135), known as the Race Horse Industry Reform Act,
other than the primary racetrack | ocation.

"Pari-mutuel racing facility,” "licensed racetrack,"
"racetrack” or "track."™ A facility operated by a |licensed
corporation where either thoroughbred or harness horse race
neetings are held and the pari-nutuel system of wagering is
aut hori zed pursuant to the act of Decenber 17,1981 (P.L.435,

No. 135), known as the Race Horse Industry Reform Act. The term
shall not include any nonprimary |ocation in which pari-mnutuel
racing i s conducted pursuant to the applicable provisions of the
Race Horse Industry Reform Act.

"Permit." The authorization granted by the Division of the
State Lottery to a person to function as either a video gam ng
t echnol ogy provider, service technician, floor attendant,
val i dati on manager or key enpl oyee.

"Permt holder."” Any person granted a permt in accordance

with this act.

20030H0007B1409 - 8 -
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"Person.” A natural person, corporation, association,
partnership, limted partnership or other entity, regardl ess of
its form structure or nature.

"Player." A person who plays a video ganm ng gane on a vi deo
gaming termnal at a racetrack licensed by the D vision of the
State Lottery to conduct video gam ng.

"Service technician.” A person enployed by a |licensed
racetrack who holds a permt issued by the Division of the State
Lottery and who perforns service, maintenance and repair on
regi stered video gaming termnals in this Commonweal t h.

"State Lottery."” The Pennsylvania State Lottery established
and operat ed under the act of August 26, 1971 (P.L.351, No.91),
known as the State Lottery Law,

"State Lottery Law." The act of August 26, 1971 (P.L. 351,
No. 91) known as the State Lottery Law.

"Technol ogy provider." Any individual, partnershinp,
corporation or association that designs, manufactures, installs,
operates, distributes or supplies video gam ng term nals or
associ ated equi pnent for sale or lease in this Conmonweal t h.

"Val i dati on manager." A person who holds a permt issued by
the Division of the State Lottery and who perforns video gam ng
ti cket redenption services.

"Vendor." Any technol ogy provider approved by the D vision
of State Lottery which provides video gam ng term nals or
associ ated equi pnent to video gamng facilities in this
Commonweal th or which provi des conmputer equi pnent or software
related to video gamng termnals to the division.

"Video gamng." Gaming or betting conducted using a video
gam ng term nal

"Video gamng facility operator™ or "video gamng facility."

20030H0007B1409 - 9 -



A pari-mutuel racing facility licensed by the Division of the
State Lottery to operate video gam ng ganes in accordance wth
this act.

"Vi deo gam ng gane." Any approved el ectronically sinulated
ganme involving the elenment of chance that is played on a video
gam ng term nal which, upon insertion of coins, currency,
credits, vouchers or tokens, is available to play or sinulate a
|ottery-type game, including |ine-up games using video display
and m croprocessors and in which, by nmeans of an el enent of
chance, a player may receive credits that can be redeened for
cash. The termincludes a progressive ganme, which is any ganme in
whi ch a jackpot grows and accunul ates as it is being played on a
video gam ng termnal or a network of video gam ng term nals,
and in which the outconme is randomy determ ned by the play of
video gamng termnals |linked by a central network.

"Video gamng termnal™ or "termnal." Any electronic
machi ne or ot her such device which, on insertion of coin,
currency, token or other simlar object of paynment, is avail able
to play or sinmulate the play of a video gane, as authorized by
the Division of the State Lottery, utilizing a video display and
m croprocessors which, by chance, may deliver or entitle the
pl ayer who operates the device to receive cash, premuns, free
ganmes, nerchandi se, tokens or anything of val ue whether the
payout is made automatically fromthe device or in any other
manner approved by the division. A video gaming term nal may use
spinning reels or video displays.

"Vi deo gam ng term nal manufacturer” or "manufacturer.” Any
i ndi vi dual, partnership, corporation or association approved by
the Division of the State Lottery which manufactures, assenbl es

or produces video gam ng term nals or associated equi pnent for

20030H0007B1409 - 10 -
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sale, distribution or use in this Commonweal th or which provides
conmput er equi pnent or software related to video gamng term nals
to the division.

"Wager." The sum of noney or thing of value risked by a
person on an uncertain occurrence or outcone.

CHAPTER 3
ADM NI STRATI ON
Section 301. Video gam ng authori zed.

(a) Authorization.--The Division of the State Lottery is
her eby aut horized to inplenment and operate video gam ng ganes at
pari-nmutuel racing facilities in this Conmonwealth in accordance
with this act and any applicable provisions of the State Lottery
Law, if any such provisions are determ ned applicable to this
act by the division. If the division determ nes that any
provi sions of the State Lottery Law apply to this act, the
provi sions of this act shall supersede any conflicting or
i nconsi stent provisions contained in the State Lottery Law.

(b) Pari-mutuel racing facilities; authority.--

Not wi t hst andi ng any other provision of lawto the contrary, a
pari-nmutuel racing facility located in this Commonweal th may
operate video gam ng ganes regul ated and approved by the
division in accordance with this act.

(c) Location of termnals.--Video ganming termnals may only
be installed and operated at racetracks which are specifically
approved by the division to be licensed video gamng facilities
according to the guidelines and subsequent rul es and regul ations
adopted and pronul gated by the division, in consultation with
t he comm ssions, pursuant to this act.

Section 302. Division powers and duties.

(a) Powers and duties.--In addition to the powers and duties

20030H0007B1409 - 11 -
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of the division pursuant to the State Lottery Law, the division
shall license, inplenent, regulate and supervi se the conduct of
video ganmng at licensed video gaming facilities in this
Commonweal th as aut horized under this act. The division nay neet
with the comm ssions for the purpose of promul gating rules and
regul ations relating to video gam ng at pari-nutuel racing
facilities and to make recommendati ons and set policy for video
gam ng ganes.

(b) Rules and regulations.--The rules and regul ati ons shal
i nclude, but not be limted to:

(1) Requirenents for licensing technol ogy providers
capable of interfacing with a central control conputer
controlled by the division. In making its |icensure decision,
t he division shall select providers based on the follow ng
factors:

(1) Experience in perform ng conparabl e projects.

(1i) Financial stability.

(ti1) Technical, managenent and tinely perfornmance
abilities.

(tv) Qality of the product and service
capabilities.

(v) Ability to pass |aw enforcenment background

i nvestigation.

(vi) Any other factors the division my deem
necessary or relevant to perfornmance.

(2) Accounting procedures for determ ning gross term nal
income and net term nal income fromvideo gam ng term nals,
and uncl ai ned prizes and credits.

(3) The type of video gam ng ganmes to be conduct ed.

(4) The price to play each gane and the prizes or

20030H0007B1409 - 12 -



1 credits to be awarded.

2 (5) Financial reporting procedures for |icensed video

3 gam ng facility operators and control procedures in the event
4 that any facility should becone insol vent.

5 (6) Insurance and bonding requirenents for any

6 t echnol ogy provider or any other entity, if the division

7 determ nes through regul ati on that bonding shall be required.
8 (7) Procedures for contracting with technol ogy providers
9 whi ch shall conformto the requirements of 62 Pa.C. S.

10 (relating to procurenent), except that an outside independent
11 testing | aboratory nay be utilized by the division at the

12 expense of the individual technol ogy provider.

13 (8) Procedures for registering video ganm ng term nals.
14 (9) Specifications for video gaming termnals to be

15 approved and authorized as the division deens necessary to
16 maintain the integrity of video gam ng games and term nal s.
17 The division may not provide specifications that woul d result
18 in reducing to fewer than four the nunber of approved

19 vendor s.
20 (10) Procedures for fingerprinting applicants for a
21 license or permt.
22 (c) Additional duties of the division.--In addition to the
23 powers and duties provided in subsection (a), the division
24 shall:
25 (1) Adopt initial guidelines sufficient to permt the
26 operation of video gam ng at racetracks and the |icensing of
27 video gamng facility operators and have in place the
28 capacity to support video gam ng games at pari-nutuel racing
29 facilities by no later than July 1, 2003.
30 (2) Hear and decide pronmptly and in reasonabl e order al

20030H0007B1409 - 13 -
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I icense applications or proceedings for suspension or
revocation of |icenses.

(3) Provide a list of approved vendors and naintain a
current list of all contracts between video gam ng term nal
vendors and video gaming facility operators.

(4) Approve or disapprove applications to operate as a
video gamng facility within 30 days after receipt of the
appl i cati on.

(5) Certify gross termnal inconme and net term na
i ncome by inspecting records, conducting audits or by any
ot her reasonabl e neans.

(6) Approve or disapprove applications for video gam ng
permts.

(7) Conduct hearings upon conplaints for violations of
this act or guidelines or rules and regul ati ons promul gated
pursuant to this act.

(8) Enter into agreenents with the Pennsylvania State
Police and | ocal |aw enforcenent agencies for the conduct of
i nvestigations, identification or registration, or any
conmbi nation thereof, of licensed facility operators, permt
hol ders and enpl oyees in a licensed video ganming facility or
in the prem ses containing such a licensed facility in
accordance with the provisions of this act, which shal
i nclude, but not be |imted to, perform ng background
i nvestigations and crimnal record checks of an applicant
applying for a license or permt pursuant to this act and
investigating violations of this act or of any guideline,
rule or regulation pronul gated by the division pursuant to
this act discovered as a result of such investigatory process

or discovered by the Departnent of Revenue or the division in

20030H0007B1409 - 14 -
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t he course of conducting business. Nothing in this section
shall prevent or inpair State or |ocal |aw enforcenent
agencies fromengaging in the activities set forth in this
par agraph on their own initiative.

(9) Conduct or cause to be conducted a continuous study
and investigation of video gam ng throughout this
Commonweal th for the purpose of ascertaining any defects in
this act or in the rules, regulations or guidelines adopted
or promrul gated under this act in order to discover any
defects in the adm nistration and operation of the division
or any violation of this act or any rule, regulation or
gui del i ne under this act.

(10) Fornul ate and recommend changes to this act or any
rul e, regulation or guideline under this act for the purpose
of preventing abuses and violations of this act or any rule,
regul ati on or guideline under this act; to guard agai nst the
use of this act and such rules, regul ations and gui delines as
a cloak for the conducting of illegal activities; and to
ensure that this act and such rules, regulations and
gui delines shall be in such formand be so adm nistered as to
serve the true purpose and intent of this act.

(11) Report imrediately to the Governor, the Attorney
CGeneral, the President pro tenpore of the Senate, the Speaker
of the House of Representatives, the Majority Leader and the
Mnority Leader of the Senate and the Majority Leader and the
Mnority Leader of the House of Representatives concerning
any laws which it determ nes require inmedi ate anmendnent to
prevent abuses and violations of this act or any rule,
regul ati on or guideline under this act or to renedy

undesirabl e conditions in connection with the adm nistration

20030H0007B1409 - 15 -
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or the operation of video gam ng.

(12) Upon conplaint, or its owm notion, |levy fines and
suspend or revoke |licenses or permts.

(13) Inspect and exam ne w thout notice all premn ses
wherein video gamng is conducted or video gamng termnals
and associ ated equi prent are | ocated, nanufactured, sold or
distributed, and to summarily seize, renove and i npound,
wi t hout notice or hearing, fromsuch prem ses any term nal,
equi pnent, devices, supplies, books or records for the
pur pose of exam nation or inspection.

(14) Exercise such other incidental powers as may be
necessary to ensure the safe and orderly regul ati on of video
gam ng and the secure collection of all revenues, fees, fines
and penalties which are collected in accordance with this
act .

(15) Establish a procedure to ensure confidentiality of
i nformati on obtai ned pursuant to paragraph (9) and of the
determ nation of suitability for licensure.

(16) Enhance the representation of ethnic and racially
di verse groups in the operation of video gamng facilities in
this Commonweal th and through the ownershi p and operation of
busi ness enterprises associated with or utilized by video
gam ng facility operators or through the provision of goods
and services utilized by video gam ng operators.

(17) Ensure that any contract or agreenment entered into
by it or a video gaming facility operator pursuant to this
act conplies with 62 Pa.C.S. 8§ 3701 (relating to contract
provi si ons prohibiting discrimnation).

(18) Ensure that the income received fromvideo gam ng

is maintained separate fromthe incone generated by the State

20030H0007B1409 - 16 -



© 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

Lottery and that video gami ng inconme is not in any way

commingled with income generated by the State Lottery. The

di vision shall not intermngle the results of video gam ng

ganmes for the purpose of cal culating adm nistrative costs and

expenses of the State Lottery.

(d) Central control conputer and central conmunications
system--To facilitate the auditing and security progranms
critical to the integrity of the video gam ng system the
di vi sion shall have overall control of video gam ng and al
video gam ng termnals shall be linked, directly or indirectly,
to a central control conputer under the control of the division
to provide auditing programinformation as approved by the
di vision. The central communi cations system approved by the
division for installation at a licensed racetrack may not |imt
participation to only one vendor of video gam ng term nals by
ei ther cost of inplenmenting the necessary program nodifications
to communicate or the inability to communicate with the centra
communi cati ons system
Section 303. Powers and duties of comm ssions.

(a) Powers and duties.--In addition to their powers and
duti es under the applicable provisions of the act of Decenber
17, 1981 (P.L.435, No.135), known as the Race Horse |ndustry
Ref orm Act, and any other powers and duties which nmay be
conferred or inposed under this act, the comm ssions shall, in
col |l aboration with the division, ensure the integrity of video
gam ng and video gam ng termnals at racetracks.

(b) Coordination between commi ssions and division.--The
commi ssions shall confer as frequently as necessary or
desirable, but not less than nonthly, with the division

regardi ng the operation and adm nistration of video gam ng at
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racetracks. The division shall nake avail able for inspection by
t he comm ssi ons, upon reasonabl e request, all books, records,
files and other information and docunents of video gam ng, and
shal I advi se the commi ssions and recommend such matters as
deened necessary and advi sable to inprove the operation and
adm ni stration of video gam ng.
CHAPTER 5

TERM NAL VENDORS AND SPECI FI CATI ONS
Section 501. Video gami ng term nal and requirenents.

(a) Approval of termnals.--A vendor may not sell or |ease a
video gam ng term nal for placenent at a licensed racetrack in
this Commonweal th unl ess the division has approved the term nal.
Only vendors with permts may apply for approval of a video
gam ng term nal or associated equi prment. The vendor shall submt
two copies of termnal illustrations, schematics, block
di agrams, circuit analysis, technical and operation manuals, and
any other information or data requested by the division for the
pur pose of analyzing and testing the video gami ng term nal or
associ at ed equi pnent .

(b) Testing, exam nation and analysis of term nal nodels.--
The division may require that two working nodels of a video
gam ng term nal be transported to a |ocation designated by the
division for testing, exam nation and anal ysis as foll ows:

(1) The vendor shall pay all costs of testing,

exam nation, analysis and transportation of such video gam ng

termnal nodels. If the testing, exam nation and anal ysis of

any video gam ng term nal nodel requires dismantling of the
term nal and sone tests result in damage or destruction to
one or nore electronic conponents of the term nal nodel, the

di vision shall not be liable for the damage or destruction.
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(2) The division nmay require that the vendor provide
speci al i zed equi pnent or pay for the services of an

i ndependent technical expert to test the term nal.

(3) The vendor shall pay the cost of transportation of
two video gamng termnals to division headquarters. The

di vi sion shall conduct an acceptance test to determ ne

term nal functions and central systemconpatibility. If the

video gamng termnal fails the acceptance test conducted by

t he division, the vendor shall make all nodifications

required by the division.

(c) Reports of test results.--After each test has been
conducted in accordance with this section, the division shal
provide the term nal vendor with a report containing findings,
concl usions and pass/fail results. The reports nmay contain
recommendati ons for video gamng term nal nodifications to bring
the termnal into conpliance. Prior to approving a particul ar
term nal nodel, the division may require a trial period not in
excess of 60 days for a licensed racetrack to test the term nal.
During the trial period, the vendor may not nmake any
nodi fications to the term nal nodel unless the division approves
t he nodifications.

(d) Assenbly and installation.--The video gam ng termn nal
vendor and racetrack shall be jointly responsible for the
assenbly and installation of all video gam ng term nals and
associ at ed equi pnent. The vendor and |icensed racetrack shal
not change the assenbly or operational functions of a term nal
regi stered for placenent in this Commonweal th unl ess a request
for nodification of an existing video ternmi nal prototype is
approved by the division. Any request for nodification of an

exi sting video term nal prototype shall contain a detail ed
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description of the type of change, the reason for the change and
techni cal docunentation of the change.

(e) Nonconformty to prototype and sei zure and destruction
of term nals.--Each video gaming term nal approved for placenent
at a licensed racetrack shall conformto the exact
speci fications of the video gam ng term nal prototype tested and
approved by the division. If the termnal or any video gam ng
term nal nodification, which has not been approved by the
division, is supplied by a vendor and operated by a |icensed
racetrack, the division shall seize and destroy all of that
I icensed racetrack's and vendor's nonconform ng video gam ng
term nals and may suspend the |icense and permt of the |icensed
racetrack and vendor.

Section 502. Video gam ng term nal specifications.

(a) Specification requirenents.--The division may approve
video gamng termnals and in doing so shall take into account
advancenents in conputer technol ogy, conpetition from bordering
states and the preservation of jobs in this Commonweal th's pari -
nmut uel racing industry. In approving video gam ng term nals
regi stered for placenent is this Commonweal th, the division
shall assure that the termnals neet the foll ow ng
speci fications:

(1) A surge protector shall be installed on the

el ectrical power supply line to each video ganming termnal. A

battery or equival ent power back-up for the electronic nmeters

shal |l be capabl e of maintaining accuracy of all accounting
records and termnal status reports for a period of 180 days
after power is disconnected fromthe term nal. The power
back-up device shall be |ocated within the |ocked | ogic board

conpartnment of the video gam ng term nal
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(2) An on/off switch which controls the electrica
current used in the operation of the term nal shall be
| ocated in an accessible place within the interior of the
vi deo gam ng term nal

(3) Electrical and nechanical swi tches, parts and ot her
design features shall not subject a player to physical
hazards or injury.

(4) The operation of each video gam ng term nal nmay not
be adversely affected by any static discharge or other
el ectromagneti c interference.

(5 A mninmum of one electronic or nechanical coin
acceptor or other device that has the capability to
accurately and efficiently establish credits shall be
install ed on each video gam ng term nal. Each video gam ng
termnal may al so contain currency acceptors for one or nore
of the follow ng:

(i) One-dollar bills.

(ii) Five-dollar bills.

(iii) Ten-dollar bills.

(iv) Twenty-dollar bills.
Al'l coin and currency acceptors shall be approved by the
di vision prior to use on any video gamng termnal in this
Conmonweal t h.

(6) Access to the interior of a video gam ng term nal
shall be controlled through a series of |ocks and seal s.

(7) The main logic boards and all EPROVs are deened to
be owned by the division and shall be located in a separate
| ocked and seal ed area within the video gam ng term nal.

(8) The cash conpartnment shall be |ocated in a separate

| ocked area within or attached to the video gam ng term nal
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(9) No hardware switches, junpers, wire posts or any
ot her nmeans of mani pul ation shall be installed which alter
the pay tables or payout percentages in the operation of a
vi deo gam ng gane. Hardware switches on a video gam ng
terminal to control the termnal's graphic routines, speed of
pl ay, sound and other purely cosnetic features may be
approved by the division.

(10) Each video gaming term nal shall contain a single
printing nechani sm capable of printing an original ticket and
retai ning an exact |egible copy within the video gam ng
term nal or other means of capturing and retaining an
el ectronic copy of the ticket data as approved by the
di vi sion. However, the printing nechanismis optional on any
vi deo gam ng term nal which is designed and equi pped
excl usively for coin or token payout. The foll ow ng
information shall be recorded on the ticket when credits
accrued on a video gam ng term nal are redeenmed for cash:

(i) The nunber of credits accrued.
(ii) Value of the credits in dollars and cents
di splayed in both nunmeric and witten form
(ti1) Tinme of day and date
(iv) Validation nunber.
(v) Any other information required by the division.

(11) A permanently installed and affixed identification
pl ate shall appear on the exterior of each video gam ng
termnal and the followi ng information shall be on the plate:

(i) The nane of the manufacturer of the video gam ng

t erm nal

(ii) The serial nunber of the video gam ng term nal.

(ti1) The nodel nunber of the video gam ng term nal.
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(12) The rules of play for each video gam ng gane shal
be displayed on the termnal's face or screen. The division
may reject any rules of play which are inconplete, confusing,
m sl eadi ng or inconsistent with ganme rul es approved by the
di vi sion. For each video gam ng gane, there shall be a
di splay detailing the credits awarded for the occurrence of
each possi bl e wi nning conbinati on of nunbers or synbols. A
video ganming termnal nmay not allow nore than $2 to be
wagered on a single gane. Al information required by this
subsection shall be displayed under glass or other
transparent conponent. No stickers or other renovabl e devices
may be placed on the video gam ng term nal screen or face
wi t hout the prior approval of the division.

(13) Communi cati ons equi pnment and devi ces shall be
installed to enabl e each video gam ng term nal to comunicate
with the division's central control conputer by use of a
comuni cations protocol provided by the division to each
permtted technol ogy provider, which protocol shall include
information retrieval, termnal activation and the capability
to disable prograns. The division nmay require each |licensed
racetrack to pay the cost of a central control conputer as
part of the |icensing requirenent.

(14) Al video gamng termnals shall have a security
system whi ch tenporarily disables the gam ng functions of the
term nal s whil e opened.

(b) Random nunber generator.--Each video gam ng term nal

shall have a random nunber generator to determ ne randomy the
occurrence of each specific synmbol or nunber used in video
gam ng ganmes. A selection process is randomif it neets the

follow ng statistical criteria:
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1 (1) A chi-square test whereby each synbol or nunber

2 shall satisfy the 99% confi dence | evel using the standard

3 chi -square statistical analysis of the difference between the
4 expected results and the observed results.

5 (2) A runs test whereby each synbol or nunber nmay not

6 produce a significant statistic with regard to producing

7 patterns of occurrences. Each synbol or nunber is randomif
8 it neets the 99% confidence level with regard to the runs

9 test for the existence of recurring patterns within a set of
10 dat a.

11 (3) A correlation test whereby each pair of synbols or
12 nunbers is randomif it nmeets the 99% confidence | evel using
13 standard correlation analysis to determ ne whet her each

14 synmbol or nunber is independently chosen without regard to
15 anot her synbol or nunmber within a single gane pl ay.

16 (4) A serial correlation test whereby each synbol or

17 nunber is randomif it neets the 99% confi dence | evel using
18 standard serial correlation analysis to determ ne whet her

19 each synbol or nunber is independently chosen wi thout
20 reference to the same synbol or nunber in a previous gane.
21 (c) Requirenment as to expected lifetine payout.--Each video

22 gaming termnal shall neet the follow ng maxi nrum and m ni mum
23 theoretical percentage payout during the expected lifetine of

24 the term nal

25 (1) Video gam ng ganes shall pay out no |l ess than 80%
26 and no nore than 95% of the anpbunt wagered. The theoreti cal
27 payout percentage shall be determ ned using standard nethods
28 of probability theory.

29 (2) Manufacturers shall file a request and receive

30 approval fromthe division prior to manufacturing for
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pl acenent in this Conmonweal th any video gami ng term na

programmed for a payout greater than 92% of the anopunt

wager ed. Division approval shall be obtained prior to

applying for testing of these high payout term nals.

(3) Each video gaming term nal shall have a probability
greater than one in 17,000,000 of obtaining the maxi mm
payout for each play.

(d) Continuation of gane play and mal functions.--1n the
event of a term nal mal function during ganme play, each video
gam ng term nal shall be capable of continuing the current gane
with all current gane features in place after the termna
mal function is cleared. If a video gamng termnal is rendered
totally inoperable during gane play, the current wager and al
credits appearing on the video gamng term nal screen prior to
the mal function shall be returned to the player.

(e) Electronic accounting and el ectronic neter
requirenents. - -

(1) Each video ganming termnal shall at all tines
mai ntai n el ectroni ¢ accounting regardl ess of whether the
terminal is being supplied with electrical power.

(2) Each electronic neter shall be capabl e of
mai ntaining a total of no less than eight digits in length
for each type of data required.

(3) The electronic neters shall record the foll ow ng:

(1) Nunber of coins inserted by players or the coin
equivalent if a bill acceptor is used.

(1i) Nunmber of credits wagered.

(ti1) Nunber of credits won.

(iv) Nunmber of credits paid out by a printed ticket.

(v) Nunber of times the |logic area was accessed.

20030H0007B1409 - 25 -



© 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

(vi) Nunmber of tines the cash door was accessed.

(vii) Nunber of credits wagered in the current gane.

(viii) Nunmber of credits won in the last conplete
vi deo gam ng gane.

(i x) Number of cunulative credits representing noney
inserted by a player and credits for video gam ng ganes
won but not coll ect ed.

(4) No video gam ng term nal may have any nmechani sm

whi ch allows the electronic accounting neters to cl ear

automatically. Electronic accounting neters may not be

cl eared without the prior approval of the division. Both

before and after any electronic neter reading is cleared, al

the neter readings shall be recorded in the presence of a

di vi si on enpl oyee.

(f) Division control and regulation.--The primary
responsi bility for the control and regulation of any video
gam ng ganmes and video ganming termnals installed, operated and
mai ntai ned in this Cormmonweal th pursuant to this act rests with
t he di vi sion.

(g) Central control conputer.--The division shall directly
or through a contract with a third-party vendor, which shall be
subject to the applicable provisions of 62 Pa.C.S. (relating to
procurenent), other than a |licensee, nmaintain a central control
conmput er capable of nonitoring video gaming termnals, utilizing
an online dial-up or other conputer networking system of
inquiry. The central control conputer shall be capabl e of
nmonitoring the operation of each video gam ng game or video
gaming termnal installed and operated under this act and, at
the direction of the director, of imrediately disabling and

causing not to operate, any video gam ng gane and vi deo gam ng
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terminal. As provided in this section, the division may require
the licensed racetrack to pay the cost of a central control
conputer as part of the licensing requirenent.
CHAPTER 7
LI CENSES AND PERM TS
Section 701. Licenses and permts.

(a) Qualifications.--The division shall not issue a |icense
or permt under this act unless the applicant satisfies the
foll owi ng qualifications:

(1) An applicant for a video gamng license shall hold a
valid |icense to conduct horse race neetings at which pari -
mut uel wagering is permtted in accordance with the
provi sions of the act of Decenber 17, 1981 (P.L.435, No.135),
known as the Race Horse Industry Reform Act.

(2) An applicant shall be a person of good character and
integrity.

(3) An applicant shall be a person whose background,
including crimnal record, reputation and associ ati ons, does
not pose a threat to the security and integrity of video
gaming or to the public interest of the Commonweal th. In
addition to any other prohibitions in this act, a person who
has been convicted of any violation of the State Lottery Law
or of this act, a felony or of any crine related to theft,
bri bery, ganmbling or involving noral turpitude shall not be
eligible for a license or permt under this act. The division
shall revoke the license or permt of any person who is
convicted of a crine under this section after a |license or
permt is granted.

(4) An applicant for a license shall be a person who

denonstrates the business ability and experience necessary to
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establish, operate and maintain the business for which a
video gamng |icense or permt, when applicable, is granted
by the division.

(5) An applicant for a license shall be a person who has
secured adequate financing for the business for which an
application for a video gamng license is nmade. The divi sion
shal |l determ ne whether financing is froma source which
neets the qualifications of this section, and is adequate to
support the successful performance of the duties and
responsibilities of the Iicensed racetrack. An applicant for
a video gam ng license shall disclose all financing or
refinanci ng arrangenents for the purchase, |ease or other
acqui sition of video gam ng term nals and associ at ed
equi pnent in the degree of detail requested by the division.
A licensed racetrack shall request division approval of any
change in financing or | ease arrangenents at |east 30 days
before the effective date of the change.

(6) A racetrack applying for a video gam ng |license or a
license renewal may present to the division evidence of the
exi stence of an agreenent, regarding video gam ng and the
di vi sion of proceeds fromvideo gam ng term nals, between the
applicant and the representative of a ngjority of the horse
owners and trainers, the representative of a nmgjority of the
pari-nmutuel clerks and the representative of a majority of
the breeders for the applicable racetrack that holds a
i cense pursuant to section 213 of the Race Horse | ndustry
Ref or m Act .

(7) An applicant for a license or a license renewal
shall file with the division a copy of any current or

proposed agreenent between the applicant and any vendor for
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the sale, |ease or other assignnment to the racetrack of video
gam ng term nals, associ ated equi pnent or other electronic
conput er components thereof, the random nunber generat or

t hereof, and the cabinet in which it is housed. Once filed
with the division, the agreenent shall be a public record
subject to the provisions of the act of June 21, 1957
(P.L.390, No.212), referred to as the Ri ght-to-Know Law.

(8) An applicant shall agree to provide, nmaintain and
repair necessary capital inprovenents for the facilities at
the racetrack at which video gamng termnals are | ocat ed.

(9) An applicant shall denponstrate its intent to pronote
its licensed video gaming facility as a tourist attraction or
entertai nment destination.

(10) The applicant shall include information relating to
the pari-nmutuel facility which shall house the video gam ng
facility, including nmechanical, electrical, building cross-
sections, scale drawi ngs and fl oor plans.

(11) The applicant agrees to inspection by the
Depart ment of Labor and Industry and the Departnent of
Heal th, and the application includes information relating to
pl ans for backsi de inprovenents.

(b) Additional qualifications.--No video gamng |icense or
permt nmay be granted to an applicant until the division
determ nes that each person who has control of the applicant
neets all applicable qualifications of subsection (a). The
foll ow ng persons are deenmed to have control of an applicant:

(1) Each person associated with a corporate applicant,

i ncl udi ng any corporate hol di ng conpany, parent conpany or

subsi di ary conpany of the applicant, but not including a bank

or other licensed I ending institution which holds a nortgage
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or other lien acquired in the ordinary course of business,

who has the ability to control the activities of the

corporate applicant or elect a mpgjority of the board of
directors of the corporation.

(2) Each person associated with a noncorporate applicant
who directly or indirectly holds any beneficial or
proprietary interest in the applicant or who the division
determnes to have the ability to control the applicant.

(3) Key enployees of an applicant, including any
executive, enployee or agent, having the power to exercise
significant influence over decisions concerning any part of
t he applicant's business operation, as the division my
determ ne pursuant to subsection (Q).

(c) Information and materials to prove qualification for
licensure.--Applicants shall furnish all information, including
financial data and documents, certifications, consents, waivers,
i ndi vidual history forns and other materials requested by the
di vision for purposes of determ ning qualifications for a
license or permt. No video gamng license or permt shall be
granted an applicant who fails to provide information and
mat eri al s requested by the division. The burden of proving
qualification for any video gam ng license or permt shall be on
t he appli cant.

(d) Waiver of claimfor adverse disclosure or publication.--
Each applicant shall bear all risks of adverse public notice,
enbarrassnment, criticism damages or financial |oss which may
result fromany disclosure or publication of any material or
i nformati on obtained by the division pursuant to action on an
application. The applicant shall, as part of its application,

expressly waive any and all clains against the division, the
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Commonweal th and the enpl oyees of either for danages as a result
of any background investigation, disclosure or publication
relating to an application for a video gamng |icense or permt.

(e) Gath or affirmation.--All applications, registration and
di scl osure fornms and ot her docunments and materials submtted to
t he comm ssion by or on behalf of the applicant for purposes of
determining the applicant's qualification for a video gam ng
license or permt shall be sworn to or affirmed before an
of ficer qualified to adm ni ster oaths.

(f) Failure to disclose information.--An applicant who
knowi ngly fails to disclose or reveal any fact material to
qual i fication or who know ngly submts false or m sl eading
mat erial information shall be ineligible for a video gam ng
|icense or permt.

(g) Key enployees and determ nation of status.--If, in the
determi nation of the division, an enployee of a |licensee for a
video gamng license is determned to be a key enpl oyee and as
such is subject to the permt requirenment of this act, the
di vision shall serve notice of the determ nation upon the
i censee who enpl oys the key enpl oyee. I n determ ning whet her an
enpl oyee is a key enployee, the division shall not be restricted
by the title of the job performed by the enpl oyee but may
consi der the functions and responsibilities of the enployee in
maki ng deci sions. The licensee shall, within 30 days foll ow ng
recei pt of the notice of the division's determ nation, present
the application for a permt for the enpl oyee to the division or
provi de docunentary evidence that the enployee is no | onger
enpl oyed by the licensee. Failure of the licensee to respond as
required by this section is grounds for disciplinary action. A

person subject to application for a permt as a key enpl oyee may
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make witten request to the division to reviewits determ nation
of the person's status within the video gamng facility. If the
di vision determ nes that the person is not a key enpl oyee, the
person shall be allowed to withdraw the person's application and
continue in the person's enploynment. The request by an enpl oyee
for review of enploynment status does not stay the obligation of
the licensee to present the enployee's application to the
division within the 30-day period prescribed by this subsection.

(h) Disqualification for license or permt.--The division
shall deny a license to any applicant who is disqualified for a
|icensure on the basis of the follow ng:

(1) Conviction of the applicant, or any of its officers

or directors, or any of its general partners, or any

stockhol ders, Iimted partners or other persons having a

financial or equity interest of 5% or greater in the

applicant of any of the follow ng:

(i) Service of a sentence upon conviction of a
felony in a correctional institution, city or county jail
or other correctional facility or under the supervision
of the Pennsylvania Board of Probation and Parol e or any
probation or parole departnment of this State or any ot her
state or jurisdiction, including Federal jurisdiction,
within ten years prior to the date of the application.

(ii) Service of a sentence upon conviction of any
m sdeneanor ganbling-rel ated of fense or m sdeneanor theft
by deception or m sdeneanor involving fraud or
m srepresentation in a correctional institution, city or
county jail or other correctional facility or under the
supervi sion of the Pennsylvania Board of Probation and

Parol e or any probation or parole departnment in this
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State or any other state or jurisdiction, including
Federal jurisdiction, within ten years prior to the date
of the application.

(1i1) Service of a sentence upon conviction of any
felony involving theft by deception, fraud or

m srepresentation in a correctional institution, city or

county jail or other correctional facility or under the

supervi sion of the Pennsylvania Board of Probation and

Parol e or any parole or probation departnment in this

State or any other state or jurisdiction, including

Federal jurisdiction.

(2) Current prosecution or pending charges in any
jurisdiction against the applicant, or against any person
listed in paragraph (1) for any of the offenses enunerated in
par agraph (1), except that, at the request of the applicant
or person charged, the division shall defer decision upon the
application during the pendency of the charge.

(3) The identification of the applicant or any person
listed in paragraph (1) as a career offender or a nenber of a
career offender cartel or an associate of a career offender
or a career offender cartel in a manner which creates a
reasonabl e belief that the association is of a nature as to
be inimcal to the policy and intent of this act and to video
gam ng operations. For the purpose of this paragraph "career
of fender" neans any person whose behavior is pursued in an
occupational manner or context for the purpose of economc
gain, utilizing such nethods as are deened cri m nal
violations of the public policy of this Commonweal th or which
could be violations of the |aws of this Commonweal th. For the

pur poses of this paragraph, "career offender cartel"™ neans
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any group of persons who operate together as career

of f enders.

(4) Refusal to cooperate by the applicant or any person
who is required to be qualified under this act with any
| egi sl ative investigatory body or other official
i nvestigatory body of any state or the United States when the
body is engaged in the investigation of crinmes related to
ganbling, official corruption or organized crime activity.

(5) The applicant, or any of its officers or directors,
or any of its general partners or any stockholders, limted
partners or other persons having a financial or equity
interest of 5% or greater in the applicant is or has been a
pr of essi onal ganbl er.

Section 702. Applications for license or permt.

(a) Applications.--An application for a video gam ng |icense
or permt shall be submtted to the division on a formand in a
manner as the division shall by regulation require. In review ng
applications, the division shall affirmthat the applicant is
gqualified and that the applicable |license or permt fees have
been paid in accordance with subsection (f).

(b) Conpl eteness of applications.--The division shall not
consi der an inconplete application and shall notify the
applicant in witing if an application is inconplete. The
notification shall state the deficiencies in the application
that must be corrected prior to consideration of the nmerits of
the application. In considering whether a person is of good
noral character for purposes of issuing any |icense or permt
pursuant to this act, or for any other purposes, the division
may, in addition to all other information, consider whether that

person has been denied a license or permt to engage in a video
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gam ng operation by any other jurisdiction, city, state or
country or whether the person has ever had a |license or permt
in any other jurisdiction, city, state or country suspended or
revoked. The division nmay al so consi der whether a person has
ever withdrawn an application for any type of gaming |license and
t he reasons for the w thdrawal.

(c) Denial, suspension or revocation.--The division shal
notify applicants in witing of the denial, suspension or
revocation of a video gamng |icense or permt and the reasons
for the denial, suspension or revocation in accordance with the
provi si ons of section 704(a).

(d) Request for hearing.--An applicant whose application for
a video gamng license or permt is denied, suspended or revoked
may request a hearing in accordance with section 704(b).

(e) Background investigations.--The division shall not issue
a video gam ng license or permt or approve any application for
a license or permt until the background investigation of the
applicant is concluded. The division shall affirmthat the
applicant is qualified and that the applicable |icense or permt
fees have been paid. By signing and filing an application for a
license or permt, which is hereby nade subject to the perjury
| aws of this Commonweal th, the applicant authorizes the division
to obtain informati on fromany source, public or private, in
this or any other country, regarding the background or conduct
of the applicant and, if the applicant is a partnership or
corporation, any of its sharehol ders, officers, directors,
partners, agents or enpl oyees.

(f) VLicensing and application fees.--Each application for a
video gamng |license or permt shall be acconpanied by the

foll owi ng fee:
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(1) An initial licensing fee of $750,000 shall be paid
by each video gam ng facility inmediately upon the issuance
of a license by the division. Alicense issued to a racetrack
under this act shall be in effect for a period of 20 years
and shall expire on Decenber 31 of the 20th year. The license
of a licensee in good standing shall be automatically renewed
annual ly until the expiration of the 20-year period as
provided for in subsection (h). An initial permt fee shal
al so be paid as follows by each permtted technol ogy
provi der, service technician, validation manager and fl oor
attendant i medi ately upon issuance of such permt by the
di vision, and by each key enpl oyee as determ ned by the
di vi si on:

(i) Technol ogy provider - $50, 000
(ii) Service technician - $5,000
(iii) Key enployee - $5,000
(iv) Validation nanager - $5, 000
(v) Floor attendant - $1, 000

(2) An annual fee of $500 shall be paid by each |icensed
video gamng facility for each video gam ng term nal operated
by the |icensee during the cal endar year. The annual permt
fee for each permtted technol ogy provider, service
techni ci an, key enpl oyee, validation manager and fl oor
attendant shall be as foll ows:

(i) Technol ogy provider - $1, 000
(ii) Service technician - $500
(iii) Key enployee - $500

(iv) Validation nanager - $100
(v) Floor attendant - $50

Annual fees shall be paid to the division on or before the
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31st day of January of each year, at which tine the |license

or permt may be renewed.

(g) Bond requirenent.--An applicant for a video gam ng
license shall, prior to the issuance of a |icense, post a bond
or irrevocable letter of credit in a manner and in an anount
established by the division. The bond shall be issued by a
surety conpany authorized to transact business in this
Commonweal th and which is approved by the Insurance Comr ssi oner
as to solvency and responsibility in accordance with the
applicable laws of this Comobnweal t h.

(h) License and permt renewal.--The division shall renew
video gam ng |licenses and permts annually as of the 31st day of
January of each year, if each person seeking |icense or perm:t
renewal submts, as the case may be, the applicable renewal fee,
conpletes all renewal forns provided by the division and
continues to neet all qualifications for a license or permt.

(i) Change in ownership, control or other transactions and
notice.--License and permt holders shall notify the division of
any proposed change of ownership or control of the |license or
permt holder and of all other transactions or occurrences
relevant to license or permt qualifications. In order for a
license or permt to remain in effect, division approval shal
be required prior to conpletion of any proposed change of
ownership or control of a license or permt holder.

(j) VLicense or permt not transferable or assignable.--A
license or permt granted or renewed pursuant to this act shal
not be transferred or assigned to another person, nor shall a
license or permt be pledged as collateral. The purchaser or
successor of any license or permt holder shall independently

qualify for a license or permt in accordance with this act. The
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sale of nore than 5% of a license or permt holder's voting
stock, or nore than 5% of the voting stock of a corporation
whi ch controls the Iicense or permt holder or the sale of a
license or permt holder's assets, other than those bought and
sold in the ordinary course of business, or any interest
therein, to any person not already determ ned to have net the
qual i fications of section 701 voids the license or permt unless
t he sal e has been approved in advance by the division.

(k) Authority to expedite applications.--

(1) Notwi thstanding any other provision of this act to
the contrary, the division may expedite the approval of an
application submtted by a corporation that has been granted
a license fromeither the State Horse Raci ng Conm ssion or
the State Harness Raci ng Comm ssion to conduct thoroughbred
or harness horse race neetings respectively with pari-nutuel
wageri ng. Any corporation which has been granted such a
license on, before or after the effective date of this act
and which has been granted a |icense by the division to
operate video gam ng shall conduct live horse race neetings
on not fewer than 100 days or in accordance with the nunber
of days allocated by the respective conm ssion in accordance
with section 207 of the act of Decenber 17, 1981 (P.L. 435,
No. 135), known as the Race Horse Industry Reform Act.

(2) In the case of a corporation newly |icensed to
conduct thoroughbred or harness horse race neetings by either
commi ssi on and which has been granted a |icense by the
division to operate video gamng, the newy |icensed
corporation shall schedule a m nimum of 100 days of live
racing in its initial full cal endar year of operation from

the first day of the full cal endar year in which it has been
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authorized to conduct live horse racing with pari-nutuel

wager i ng.

(3) If alicensed corporation or newy |icensed
corporation for reasons beyond its control cancels a racing
day, the appropriate conm ssion shall grant the |icensed
corporation the right to conduct that racing day in the sane
or next ensuing cal endar year. The purse for the cancel ed
raci ng day shall not be used for the purse of any other
schedul ed racing day of that cal endar year and shall be
retained in a segregated account. The division may through
regul ati ons, prescribe criteria under which video gam ng nmay
or may not be authorized at a pari-mutuel racing facility on
a day or days on which |live racing has been cancel ed.

(4) Nothing in this act shall preclude the division from
expediting the application of a newy |icensed corporation on
the basis that the newly |licensed corporation has received
aut hori zation to conduct video gam ng under the applicable
| aws and regul ati ons of another state or jurisdiction.

(1) Tenporary facility.--A licensed corporation which has
operated a pari-nutuel racing facility for at |east two years
before the effective date of this act and which has been granted
a license in accordance with the provisions of this act nmay seek
approval fromthe division to operate video gaming in a
tenmporary facility. A request to operate a tenporary facility
shall be included as part of the application for a video gam ng
I'icense and shall include a floor plan of the physical |ayout of
the building in which video gaming will take place and the
proposed | ocation of the video gamng termnals within the
building. A request to operate a tenporary facility shall be

subj ect to approval by the division and comi ssions and any
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applicable rules pertaining to public health, safety and general
wel fare. In the case of a newy |icensed corporation, the

di vi sion may approve the use of a tenporary facility only if the
corporation has scheduled a m ni mum of 100 days of |ive racing
inthe initial full calendar year of operation fromthe first
day of the full calendar year in which it has been granted
authority to conduct horse racing with pari-mnmutuel wagering. The
di vi sion shall not approve a request to operate a tenporary
facility unless and until the applicant has submtted
information with the application relating to the buil ding,

i ncl udi ng nmechani cal, electrical, building cross-sections, scale
drawi ngs and floor plans. A licensee may operate a tenporary
facility, regardl ess of whether there is live racing for not
nore than 18 nonths with the approval of the division and
commi ssi ons and upon conpliance with any conditions the division
and comm ssions nay require.

(m Limtation on issuance of |icense.--Authorization to
continue the operation of video gam ng shall be limted to those
i censees that:

(1) Have a witten live racing agreenent with a
hor senen’' s organi zation representing a majority of owners and
trainers at the racetrack where the |icensed corporation
conducts raci ng dates.

(2) Have schedul ed 95% of the total nunmber of horse or
har ness raci ng days scheduled in 1986 by it or its
predecessor at the racetrack where the |licensed corporation
conducts raci ng dates.

(3) Subject to actions or activities beyond the control
of the licensee, conduct not fewer than eight live races per

race date during each neet at the racetrack where the
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1 i censed corporation conducts racing dates, except for

2 t hor oughbred tracks on the day designated as "Breeder's Cup
3 Event Day," when the racetrack shall hold a m nimumof five
4 live races. The horsenen's organi zation representing a

5 majority of owners and trainers at a racetrack may consent to
6 wai ving or nodi fying the provisions pertaining to the

7 requi red nunber of racing days under paragraph (2) and races
8 per day scheduled in this paragraph by the |icensed

9 corporation at that racetrack.

10 (4) Notw thstanding the provisions of paragraph (1), in
11 the event that a witten live racing agreenent has not been
12 entered into, perm ssion for any licensee to operate video
13 gam ng shall be granted provided that the |icensed

14 corporation has continued to conduct live racing or has

15 schedul ed to conduct |ive racing in accordance with

16 par agr aphs (2) and (3) and keeps its racetrack open to the
17 general popul ation of owners, trainers and horses currently
18 stabled there for training and stabling on a regul ar basis
19 during the periods when it is normally open for live racing
20 and during such period pays as purses the applicable
21 statutory percentages of the licensed corporations' retention
22 of noneys from pari-mutuel pools or, if the percentages are
23 not mandated by statute, pays as purses 50% of the |icensed
24 corporations' retention of noneys from pari-mnmutuel pools and
25 50% of the licensed corporations' share of noneys fromthe
26 simul casting of its live races to other |ocations, plus the
27 appl i cabl e purse revenue for operating video gam ng under
28 this act.
29 Section 703. Duties and responsibilities of video gam ng
30 | i censees and permt hol ders.
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1 (a) GCeneral duties.--All video gaming license and permt

2 hol ders shall

3 (1) Imediately report to the division any facts or

4 ci rcunstances related to video gam ng operations which

5 constitute a violation of Federal or State |aw or | ocal

6 or di nance.

7 (2) Conduct all video gam ng activities and functions in

8 a manner whi ch does not pose a threat to the public health,

9 safety or welfare of the citizens of this Commobnweal th, and
10 whi ch does not adversely affect the security or integrity of
11 vi deo gam ng.

12 (3) Hold the division and the Commonweal th harm ess from
13 and defend and pay for the defense of any and all clains

14 whi ch nay be asserted against a license or permt holder, the
15 di vision, this Comonweal th or any enpl oyee thereof, arising
16 fromthe license or permt holder's participation in the

17 vi deo gam ng aut hori zed under this act.

18 (4) Assist the division in maxim zing video gam ng

19 revenues.

20 (5) Miintain all records required by the division.

21 (6) If the division may so request, provide the division
22 access to all records and the physical prem ses of the

23 busi ness or busi nesses where the license or permt holder's
24 vi deo gam ng activities occur, for the purpose of nonitoring
25 or inspecting the license or permt holder's activities and
26 t he vi deo gam ng ganes, video gam ng term nals and associ at ed
27 equi pnment .

28 (7) Keep current in all paynments and obligations to the
29 di vi si on.

30 (b) Duties of vendors.--Each vendor |icensed by the division
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1 in accordance with this act shall:

2 (1) |If the vendor is a manufacturer, nmanufacture video
3 gam ng term nals and associ ated equi pnment for placenent in

4 this Cormonweal th in accordance with the specifications and
5 procedures specified in section 502.

6 (2) Ensure tinely delivery of term nals and associ at ed
7 equi pnent to licensed racetracks.

8 (3) Mintain and provide an inventory of spare parts to
9 assist the tinmely repair and conti nuous operation of

10 regi stered video gamng termnals intended for placenent in
11 t hi s Commonweal t h.

12 (4) Provide licensed racetracks and permtted service
13 techni ci ans techni cal assistance and training in the service
14 and repair of video gami ng term nals and associ ated equi prment
15 so as to assure the continuous authorized operation and play
16 of the video gam ng term nals.

17 (5) Obtain certification of conpliance under the

18 provisions of 47 CFR Pt. 15 (relating to radi o frequency

19 devices) for all video ganming termnals placed in this
20 Conmonweal t h.
21 (c) Duties of service technicians.--Each service technician

22 that is granted a permit by the division in accordance with this

23 act shall

24 (1) Miintain all skills necessary for the tinely repair
25 and service of registered video gam ng term nals and

26 associ at ed equi pnent so as to ensure the continued, approved
27 operation of such term nals.

28 (2) Attend all division-mndated neetings, sem nars and
29 trai ni ng sessions concerning the repair and mai nt enance of
30 regi stered video gamng term nals and associ ated equi prment.
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1 (3) Pronptly notify the division of any el ectronic or

2 mechani cal video gam ng term nal mal functions.

3 (d) Duties of validation managers.--Each validation nanager
4 shall:

5 (1) Attend all division-mndated neetings, sem nars and
6 trai ni ng sessions concerning the validation and redenption of
7 vi deo gam ng winning tickets and the operation of all ticket
8 val idation term nals and equi pnent.

9 (2) Mintain all skills necessary for the accurate

10 val i dation of video gam ng tickets.

11 (3) Supervise video gam ng ticket validation procedures
12 at the applicable licensed video gamng facility.

13 (e) Floor attendants.--Each floor attendant shall:

14 (1) Provide change and assi stance to video gane pl ayers
15 in alicensed facility's video gam ng play area.

16 (2) Open video ganming term nal access doors to clear

17 ti cket paper jans and to insert new paper ticket tapes into
18 t he video gam ng term nal s.

19 (3) Open video ganming term nal access doors to clear
20 bill janms fromthe bill acceptors in video gam ng term nals.
21 (f) Specific duties of licensed video gamng facilities.--
22 Each racetrack that is Iicensed by the division to operate video
23 gam ng under this act shall:
24 (1) Acquire video gaming term nals by purchase, |ease or
25 ot her assignnent and provide a secure |ocation for the
26 pl acenent, operation and play of the video gam ng term nals.
27 (2) Pay the cost of installation and operation of
28 di vi si on- approved tel ecommuni cations |inks designed to
29 provi de direct dial-up, online or other conmunications
30 | i nkage between each video ganming termnal and the division's
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central control conputer

(3) Assure that no person tanpers or interferes with the
operation of any video gam ng term nal.

(4) Assure that the tel econmunication lines fromthe
division's central control conputer to the video gam ng
termnals |ocated at the licensed video gamng facility are
connected at all tinmes and prevent any unauthorized person
fromaccessing or otherwi se tanpering with or interfering
with the operation of the tel ecommunication lines and the
facility's comruni cati ons system

(5) Assure that video gaming termnals are within the
sight and control of designated enployees of the |licensed
video gamng facility.

(6) Assure that video gam ng termnals are placed and
remain placed in the specific locations within the |icensed
racetrack which have been approved by the division. No video
gaming termnal or termnals at a |licensed racetrack shall be
rel ocated wi thout the approval of the division.

(7) Mnitor video gaming termnals to prevent access to
or play by any person who is under 21 years of age or any
person who is visibly intoxicated.

(8) Mintain at all tinmes sufficient change and currency
in the denom nati ons accepted by the video gam ng term nal s.

(9) Provide no access by a player to an automated teller
machi ne (ATM in the area of the racetrack where video gam ng
ganes are played, accept no credit card, charge card or debit
card froma player for the exchange or purchase of video
gam ng ganme credits or for an advance of coins or currency to
be utilized by a player to play video gam ng ganes, and

extend no credit, in any nmanner, to a player so as to enable
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the player to play a video gam ng gane.

(10) Pay for all credits won upon presentnent of a valid
Wi nni ng video gam ng ticket.

(11) Report pronptly to the vendor and the division al
vi deo gam ng term nal or associated equi prent nal functions
and notify the division of the failure of a technol ogy
provi der or service technician to provide pronpt service and
repair for the term nal or associated equi prment.

(12) Conduct no video gam ng advertising and pronotional
activities wthout the prior witten approval of the
di rector.

(13) Install, post and display promnently at |ocations
wi thin or about the licensed racetrack signs, redenption
i nformati on and other pronotional material as required by the
di vi si on.

(14) Permt video gaming to be played only during those
hours established under this act.

(15) Maintain general liability insurance coverage for
all video gamng termnals in an anount the division may
require by regul ation.

(16) Pronptly notify the division in witing of any
breaks or tears to any logic unit seals.

(17) Assune liability for lost or stolen noney from any
vi deo gam ng term nal

(18) Submit an audited financial statenment, which has
been approved by the division, to the division when applying
for a license or permt and annually thereafter, prior to the
time a license or permt is scheduled for renewal.

(g) Penalty for violation.--

(1) For each violation under this section, the division
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may i npose a civil penalty not exceeding $5, 000 whi ch shal
be payable to the fund established under section 1101.
(2) Each day that a person is in violation of this
section shall be considered a separate offense.
(3) To determ ne the amount of the penalty inposed under
par agraph (1), the division shall consider:
(i) The seriousness of the violation.
(i1i) The harm caused by the violation, if any.
(iii1) The good faith or lack of good faith of the
person who comm tted the violation.
Section 704. Refusal, suspension or revocation of |icense or
permt.

(a) Refusal, suspension or revocation.--The division may
refuse to issue, suspend or revoke a license or permt for a
violation of this act or any rule, regulation or guideline
adopted under this act or a condition set forth by the division.
If the division refuses to issue a |icense or permt, or
suspends or revokes a license or permt, it shall provide the
applicant or license or permt holder with witten notification
of its decision, including a statenent for the reasons for its
decision, by certified mail, return receipt requested, within
five business days of the decision.

(b) Hearing and appeal procedure.--Any applicant or |icensee
or permt holder adversely affected by the refusal, suspension
or revocation of a license or permt by the division shall have
the right to an adm nistrative hearing before the division in
accordance with the applicable provisions of 2 Pa.C. S (relating
to adm nistrative | aw and procedure).

CHAPTER 9
PROTOCOL | NFORMATI QN, ACCOUNTI NG AND
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DI STRI BUTI ON OF | NCOVE
Section 901. Protocol information.

The division shall provide to a technol ogy provider the
prot ocol docunmentation data necessary to enable the respective
technol ogy provider's video gamng termnals to comrunicate with
the division's central control conputer for the purpose of
transmtting auditing programinformation and for activating and
di sabling of video gam ng term nals.

Section 902. Electronic transfers.

The proceeds fromvideo gam ng term nals shall be under the
control of the division and shall be distributed as provided in
this chapter. The gross termnal incone of a |icensed racetrack
shall be remtted to the division through the el ectronic
transfer of funds. Each licensed racetrack shall provide the
division with all information and bank authorizations required
to facilitate the tinmely transfer of noneys to the division.

Li censed racetracks shall provide the division with 30 days'
advance notice of any proposed account changes in order to
assure the uninterrupted electronic transfer of funds.
Section 903. Goss term nal inconme deduction.

Fromthe gross termnal inconme remitted by the licensee to
the division, the division shall deduct an amount sufficient to
rei nburse the division for its actual costs and expenses
incurrred in admnistering racetrack video gam ng at the
| icensed racetrack based on a schedul e determ ned by the
di vision, and the resulting amount after the deduction shall be
the net term nal incone. The anobunt deducted fromthe gross
termnal inconme by the division for admnistrative costs and
operating expenses of the division may not exceed 1.5% of gross

term nal inconme, which amount shall be deposited in the Video
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Gam ng Fund except for 0.5% of the gross term nal incone
deducted by the division under this section, which shall be
deposited in the State Lottery Fund for use by the Departnent of
Agi ng to augnent funding for the Pharnaceutical Assistance
Contract for the Elderly (PACE) and Pharnaceutical Assistance
Contract for the Elderly Needs Enhancenent Tier (PACENET)

progr ans.

Section 904. Net termnal incone distribution.

(a) GCeneral rule.--Net terminal income shall be distributed
as set forth in this section. O the gross termnal incone from
video gamng termnals after the deduction of the anmounts
descri bed in section 903, the division shall distribute, based
on a schedul e devel oped by it through regul ation, net term nal
income as follows:

(1) Thirty-five percent of net termnal incone shall be
deposited in the Education Equity 501 Trust Fund for the
pur pose of funding public education prograns in the public
school districts in this Commonwealth and all ocated to school
districts in accordance with a fornula devel oped by the
Secretary of Educati on.

(2) A licensee shall receive 40% of net term nal incone
derived fromits operation of video gamng termnals. O the
net termnal income distributed to a |icensee under this
par agr aph, the sum of $1, 000,000 shall be annually deposited
in the Backsi de I nprovenent Fund.

(3) Twenty-five percent of net termnal incone derived
fromthe operation of video ganming termnals at a |icensed
racetrack shall be deposited in a special fund by the
I icensed racetrack and used for paynment of regular purses in

addition to other anpbunts so provi ded under the act of
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1 Decenber 17, 1981 (P.L.435, No.135), known as the Race Horse
2 I ndustry Reform Act, and shall be further divided as foll ows:
3 (i) One percent of net term nal inconme shall be

4 deposited in special funds to be established by the

5 respective comm ssions and used for paynent into a

6 pensi on plan for nmenbers of the horsemen's organization
7 at the licensed racetrack. The noneys paid into the

8 speci al funds under this subparagraph and subparagraph

9 (1i) shall be subject to exam nation at reasonable tines
10 by a designee that represents a majority of horsenen at
11 the licensed racetrack and by the respective conm ssions.
12 (ii) One percent of net termnal incone shall be

13 deposited into special funds to be established by the

14 respective conm ssions to be used for the establishnent
15 of a health insurance and benefits programfor the

16 menbers of the horsenen's organi zation representing the
17 owners and trainers at the licensed racetrack and also to
18 fund health insurance and benefits for active and

19 di sabl ed t horoughbred jockeys or standardbred drivers who
20 are or were nenbers of the thoroughbred jockeys' or
21 standardbred drivers' organization at the |licensed
22 racetrack
23 (i1i1) The Pennsylvania Breedi ng Fund created under
24 section 223 of the Race Horse Industry Reform Act shal
25 receive 4% of the net termnal inconme, and the
26 Pennsyl vani a Sire Stakes Fund created under section 224
27 of that act shall receive 4%of the net termnal incone.
28 (iv) Fifteen percent of the four percent of net
29 term nal inconme provided to the Pennsylvania Sire Stakes
30 Fund under clause (iii) shall be deposited in a
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restricted account, which is hereby created in the State
Raci ng Fund, to be known as the Pennsylvani a Standardbred
Breeders Fund. The Standardbred Breeders Fund shall be
adm ni stered by the State Harness Raci ng Comm ssi on which
shall, in consultation with the Pennsyl vani a Standar dbred
Breeders Associ ation, adopt and pronul gate rul es or

regul ations to govern the devel opnent and admi ni stration
of a standardbred breeders program including the

adm ni stration of a Pennsylvania Stallion Award,

Pennsyl vani a Bred Award and a Pennsylvania Sired and Bred
Award. The State Harness Raci ng Conm ssion shal

establish any advisory board or conmttee it may
determ ne necessary to facilitate the devel opnent of a

st andar dbred breeders program and nay contract with the
Pennsyl vani a St andar dbred Breeders Association as the
sol e responsi bl e body for the registration and records of
Pennsyl vani a standar dbreds. The Pennsyl vani a St andar dbr ed
Breeders Association shall determne the qualifications
for Pennsyl vani a- bred standardbred horses and

Pennsyl vani a standardbred sires. The registration and
records of the Pennsylvani a Standardbred Breeders

Associ ation are hereby declared to be official records of
t he Commonweal t h.

(b) Oher allocation.--Notw thstanding the requirenents of
this section, for any racetrack that does not have a breeder's
program supported by the Pennsylvania Breeding Fund, the Sire
St akes Fund or the Pennsyl vani a Standardbred Breeders Fund, the
al l ocation of net income provided for in this section to such
funds shall be deposited in a special account which shall be

established by the |licensee and used for the paynent of regul ar
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purses, in addition to any other anounts provided for in this
section or under applicable provisions of the Race Horse

I ndustry Reform Act.

Section 905. Division of additional incone.

In the event that a |licensed video ganmng facility obtains
di vi sion approval to install and operate additional video gam ng
term nal s under section 1302(a), the net term nal incone
generated fromthe operation of additional termnals shall be
di vided as foll ows:

(1) A licensee shall receive 45% of the additional net
termnal inconme derived fromits operation of video gam ng
term nal s.

(2) The division shall receive 30% of any additional net
term nal income which shall be deposited in the Education
Equity 501 Trust Fund.

(3) Twenty-five percent of the additional net term nal
i ncome shall be deposited in the special fund established
under section 904(a)(3) for paynent of regular purses in
addition to any other anounts provided for under that
provi sion and the applicabl e provisions of the act of
Decenber 17, 1981 (P.L.435, No.135), known as the Race Horse
I ndustry Reform Act.

Section 906. Required bal ance.

Each |icensed racetrack shall maintain in its account an
anount equal to or greater than the gross term nal inconme from
its operation of video gamng termnals, to be electronically
transferred by the division at a tinme that the division shal
require by regulation. Upon a licensed racetrack's failure to
mai ntai n the required bal ance, the division may disable all of a

licensed racetrack's video ganming termnals until full paynent
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of all ampunts due is nmade. Interest shall accrue on any unpaid
bal ance at a rate consistent with the amount charged for State

i ncome tax delinquency under the applicable provisions of the
act of March 4, 1971 (P.L.6, No.2), known as the Tax Reform Code
of 1971, which interest shall begin to accrue on the date
paynment is due to the division.

Section 907. Records and statenments of inconme generat ed.

The division's central control conputer shall keep accurate
records of all income generated by each video gami ng term nal.
The division shall prepare and mail to the |icensed racetrack a
statement reflecting the gross termi nal income generated by the
|icensee's video gamng termnals. Each |icensed racetrack shal
report to the division any di screpanci es between the division's
statenment and each term nal's mechanical and el ectronic neter
readi ngs. The licensed racetrack is solely responsible for
resol ving i ncone di screpanci es between actual noney coll ected
and the amobunt shown on the accounting neters or the division's
billing statenent.

Section 908. Credit adjustnents and di screpancies in
accounti ng.

Until an accounting discrepancy is resolved in favor of the
i censed racetrack, the division nmay make no credit adjustnents.
For any video gaming terminal reflecting a discrepancy, the
i censed racetrack shall submit to the division the maintenance
| og which shall include nmechanical neter readings and the audit
ti cket which contains electronic neter readi ngs generated by the
termnal's software. If the neter readings and the division's
records cannot be reconciled, final disposition of the nmatter
shall be determ ned by the division. Any accounting

di screpanci es whi ch cannot be ot herw se resol ved shall be

20030H0007B1409 - 53 -



© 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

resol ved in favor of the division.
Section 909. Renmittance by mail.

Li censed racetracks shall remt paynent by mail if the
el ectronic transfer of funds is not operational or the division
notifies a licensed racetrack that remttance by mail is
required. The licensed racetracks shall report an anount equal
to the total amount of cash inserted into each video gam ng
term nal operated by a |icensee, mnus the total value of gane
credits which are cleared fromthe video gam ng termnal in
exchange for w nning redenption tickets, and renmt the anount as
generated fromits termnal during the reporting period. The
remttance shall be sealed in a properly addressed and stanped
envel ope and deposited in the United States Postal Service mai
no | ater than noon on the day when the paynent woul d ot herw se
be conpl eted through el ectronic funds transfer.

Section 910. Additional reports.

A licensed racetrack may, upon request, receive additional
reports of play transactions for their respective video gam ng
term nals and other marketing information not considered
confidential by the division. The division nmay charge a
reasonabl e fee for the cost of producing and mailing any report
other than the billing statenent.

Section 911. Exam nation of accounts by division.

The division shall have the right to exam ne all accounts,
bank accounts, financial statenents and records in a |icensed
racetrack's possession, under its control or in which it has an
interest. The licensed racetrack shall authorize all third
parties in possession or control of the accounts or records to
al | ow exam nati on of any accounts or records by the division.

Section 912. Reports to General Assenbly.
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On or before Septenber 30, 2005, or within two years of the
effective date of this act, whichever is later, the Legislative
Budget and Finance Committee shall submt a report to the
President pro tenpore of the Senate, the Majority Leader and the
Mnority Leader of the Senate, and the Speaker of the House of
Representatives and the Majority Leader and the Mnority Leader
of the House of Representatives. The report shall:

(1) Exam ne the conduct of video gaming in this
Commonweal t h.

(2) Analyze the way video gaming incone is divided to
determne if nodifications nay be necessary to inprove the
operation of video gam ng.

(3) Examine the inpact of video gamng on the State
Lottery.

(4) WMake recomrendations to the General Assenbly, which
recommendati ons the Legi sl ative Budget and Fi nance Conmittee
concludes will inprove the conduct of video gam ng.

(5) Exam ne the socioeconom ¢ inpact of video gam ng
wi th specific enphasis on teenagers and young adul ts between
18 and 24 years of age.

(6) Analyze the effectiveness of the conpul sive and
probl em ganbl i ng program which shall include a statistical
anal ysis of request for assistance by county, the kind of
assi stance provi ded and funds expended.

(7) Include any other information which the Legislative
Budget and Finance Commttee may conclude is relevant to its
i nvestigation.

CHAPTER 11
FUNDS
Section 1101. Video Gam ng Fund.

20030H0007B1409 - 55 -



© 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

(a) Establishnment of fund.--Notw thstandi ng any ot her
provision of lawto the contrary, beginning on July 1, 2004, and
each July 1 thereafter, the anount of nobneys deducted fromthe
gross termnal inconme received by the division for the actual
costs and expenses it incurs in adm nistering racetrack video
gam ng and the net term nal incone received pursuant to section
904, except the noneys received under section 904(a)(1), shal
be deposited in the Video Gam ng Fund, which is hereby
established as a special account within the State Treasury. All
fees collected by the division under section 702(f) (1),
penal ti es and any ot her noneys received by the division fromany
ot her source shall be paid into the Video Gam ng Fund. For the
fiscal year beginning July 1, 2004, and each fiscal year
thereafter, the noneys in the Video Gam ng Fund shall be
annual |y appropriated by the General Assenbly in accordance with
section 904, except that at |east 25% of any noneys renmaining in
the Video Gam ng Fund at the end of the State fiscal year
begi nning on July 1, 2004, after distributions are nade under
section 904, shall be transferred to the Education Equity 501
Trust Fund and 25% of the noneys shall be transferred to the
State Lottery Fund for the purposes set forth in section 903.
Any noney remaining in the Video Gam ng Fund after such
transfers shall be used by the division for the adm ni stration
of this act.

(b) Additional allocation fromfund.--The noneys received by
the division fromthe annual terminal fee paid by a |icensee for
each video gam ng term nal operated by the |licensee during the
cal endar year pursuant to section 702(f)(2) shall be deposited
in a special termnal fee account within the Video Gam ng Fund

and shall be annually appropriated at the end of each fiscal
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year as foll ows:

(1) O the noneys received fromthe annual term nal fee,
$1, 000, 000 shall be annually appropriated to the Departnent
of Health for the adm nistration and operation of the
conpul si ve and probl em ganbl i ng program est abl i shed under
section 1501.

(2) The county wherein the licensed racetrack conducts
video ganmi ng shall receive $500, 000 of the annual term nal
f ee.

(3) The noneys remaining in the termnal fee account
shall be divided anong the municipalities in which the
licensed racetrack is situated on a per capita basis as
determ ned by the nost recent Federal decennial census.

Section 1102. Education Equity 501 Trust Fund.

(a) Establishnent.--Mneys received by the division fromthe
operation of video gam ng at |icensed video gamng facilities
under section 904(a)(1) shall be deposited in the Education
Equity 501 Trust Fund which is hereby established as a speci al
account within the State Treasury. The division shall credit al
noneys received by it pursuant to sections 904(a)(1) and 1101,
and any appropriations which nay be nade by the General Assenbly
and any and all other deposits, paynments or contributions from
any ot her source which may be made avail able to the fund.

(b) Source.--All deposits by the division, appropriations
and contributions nmade to the fund shall be inmediately credited
in full to the fund, and earni ngs and noneys held in the fund
shall also be credited to the fund for the purposes of
subsection (c).

(c) Use.--Mneys in the fund shall be annually appropri ated,

pursuant to a subsidy formula established and annual |y
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readj usted by the Departnment of Education, to the several school
districts of this Commonweal th exclusively for the purpose of
publ i ¢ school funding, including early childhood education, in
order to reduce |local reliance on property taxes to fund public
education. The subsidy formnmula established pursuant to this
subsection shall be designed to neet equity and adequacy in the
provi sion of public school funding and may be based upon a
system desi gned to provide additional resources for school
districts with greater educational needs, give school districts
the option to augnent State funds with their individual
resources to reach their desired | evel of spending, and ensure
t he provision of adequate State funds for secondary educati on.

(d) Intent.--It is the intent of the General Assenbly that
noneys in the Education Equity 501 Trust Fund be appropri ated
only to school districts in this Cormonwealth for the purposes
of public school funding and that noneys in the Education Equity
501 Fund shall not be used to begin new prograns or augnent
funding of existing prograns in this Conmonweal t h.

CHAPTER 13
TERM NAL TRAI NI NG CONTROLS AND CREDI TS
Section 1301. Video gam ng term nal training.

(a) Training programrequired.--No video gam ng term nal may
be placed in operation in this Commonweal th until the technol ogy
provi der provides a training programin the service and repair
of each approved video gam ng term nal nodel and service
techni ci ans conplete the training program Each technol ogy
provi der shall submt to the division the follow ng infornmation
on each training programit conducts:

(1) An outline of the training curriculum

(2) Alist of the instructors and their qualifications.
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(3) Al instructional materials.
(4) The tinmes, dates and | ocations of the training

progr ans.

(b) Notification of training prograns.--Technol ogy providers
shall notify all l|icensed racetracks that have purchased or
| eased that technol ogy provider's video gaming term nals of al
schedul ed training prograns. Training prograns shall be
schedul ed at convenient locations within this Commonwealth to
facilitate attendance by service technicians. Technol ogy
providers shall informlicensed racetracks of any new techni cal
advances in the service and repair of video gam ng term nals and
provi de appropriate subsequent training prograns.

(c) Certificates.--The technol ogy provider shall issue
training certificates to each person upon successful conpletion
of a video gami ng training program The certificate shal
i nclude the nane of the person who conpleted the training
program and the date and the |ocation of the training program A
per son who successfully conpletes the training programshall be
eligible for a service technician's permt.

(d) Information to division.--Each technol ogy provider shal
file with the division the followng information within two
weeks after the conpletion of a training program

(1) The nane of each person who attended and
successfully conpl eted the training program

(2) The nanme of the technol ogy provider offering the
cour se.

(3) The technol ogy provider's video gam ng term nal
nodel s on which training for service and repair was provided.

(4) The date and | ocation of the training program

(5) Copies of all certificates of conpletion.
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(e) Maintenance log.--A witten naintenance |og shall be
kept within the main cabinet access area in each video gam ng
term nal. Every person, including division personnel, who gains
entry into any internal space of a video gam ng term nal shal
sign the log, record the time and date of entry, record the
mechani cal neter readings and list the areas inspected or
repaired. Each licensed racetrack shall retain the maintenance
log forns for a period of three years fromthe date of the | ast
entry. The mai ntenance | og shall be available for inspection by
t he divi sion upon request.

(f) Availability of master key.--Each |icensed racetrack
shall provide the division with a naster key for access into the
mai n cabi net door of each video gam ng term nal placed in
operation in this Commonweal t h.

(g) Logic box seals.--Logic box seals shall be provided by
the division. The seal shall be affixed by division personnel to
prevent unaut hori zed access to the video gaming termnal |ogic
unit.

(h) Authorization required for repair or replacenent of
| ogic box.--No repairs to, or replacenent of, the |logic board or
circuitry within the logic area may occur unless authorized
di vi si on personnel are present and observe the repairs or
repl acenent. The | ogic area seal shall not be broken or tanpered
wi th by anyone other than authorized division personnel. Each
service technician shall submt a witten report within 24 hours
after the repair or replacenent is conpleted. The report shal
i nclude the serial nunber of any replacenent board and the new
| ogi c area seal nunber. No person may conduct mai ntenance on any
vi deo gam ng term nal or associated equi pnment unless the

di vision has issued a service technician pernmt to that person.
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(1) Testing of software.--The software EPROVsE on the | ogic
board of each video gam ng term nal shall be tested by the
division prior to sealing the |logic area.

(j) Danaged seals; notice to division.--Each |licensed
racetrack or permt holder shall notify the divisionin witing
of any di scovered damage, tears or breaks in the logic area sea
and, upon receipt of the notice, the video gam ng term nal shal
be di sabl ed. The video gam ng term nal shall remain disabled
until conpletion by the division of an investigation of the seal
damage and until any necessary repair or maintenance has been
per f or med.

Section 1302. Nunber and | ocation of video gami ng term nals and
security of term nals.

(a) Nunber of term nals authorized.--A racetrack which has
been |icensed to conduct video gam ng ganes may install and
operate up to 3,000 video gaming termnals at a |licensed
racetrack. A licensed racetrack may apply to the division for
authorization to install and operate nore than 3,000 term nals
and the division may grant perm ssion for the installation and
operation of additional terminals, if it determ nes that
installation of additional termnals is in the best interest of
the Iicensed racetrack, the division and the residents of this
Commonweal th. In no case nay the division authorize the
installation of nore than 5,000 termnals at any one |icensed
racetrack

(b) Required location of termnals at racetracks.--The
| icensed video gaming facility operator shall submt to the
di vision for approval a floor plan of the area or areas where
video gamng termnals are to be operated and which illustrates

term nal |ocations and security canera nount |ocations. Al
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(1) Operational video gaming termnals may only be
| ocated in the building or structure in which the grandstand
area of the racetrack is located and in the area of the
bui l ding or structure where pari-nutuel wagering is
permtted.

(2) In an area which is at all times nonitored by the
video gamng termnal facility operator or an enpl oyee of the
operator to prevent access or play of video gaming term nals
by persons under 21 years of age. The |ocation of video
gami ng termnals shall also be continuously nonitored through
the use of a closed circuit tel evision system capabl e of
recording activity for a continuous 24-hour period. Al
vi deot apes shall be retained by the facility operator for a
period of at |east 60 days or for a |longer period of tinme as
the division may by regulation require.

(3) No video gaming term nal may be rel ocated w t hout
prior approval fromthe division.

(c) Days and hours video gam ng authori zed. - -

(1) Video gam ng ganes may be played at a |licensed video
gam ng facility on days when |ive horse racing is being
conducted, on days when sinul casting of horse races is
aut hori zed pursuant to the applicabl e provisions of the act
of Decenber 17, 1981 (P.L.435, No.135), known as the Race
Horse I ndustry Reform Act, and on any nonraci ng or
nonsi nul casting days for at |east 360 days of a cal endar year
in order to counterbal ance conpetition from nei ghbori ng
st ates.

(2) A video gamng facility operator nay operate video

20030H0007B1409 - 62 -



© 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

gaming termnals for up to 24 consecutive hours, regardl ess

of whether the facility is conducting |ive horse race

nmeetings or sinmulcasting in order to counterbal ance
conpetition from nei ghboring states.

(d) Security.--Security personnel shall be present during
all hours of operation at each video gam ng facility. Each
Iicensed video gaming facility operator shall enploy the nunber
of security personnel that the division shall determne is
necessary to provide for safe and approved operation of the
video gamng termnals, to ensure the safety and wel | - bei ng of
the players and to ensure that access to the term nal |ocations
is restricted to persons legally entitled by age and sobriety to
pl ay vi deo gam ng ganes.

Section 1303. Paynment of credits.

(a) Paynment of credits awarded.--No paynent of credits
awarded on a video gam ng term nal may be made unl ess the ticket
neets the foll ow ng requirenents:

(1) The ticket is fully legible and printed on paper
approved by the division and the ticket contains al

i nformati on required under this act.

(2) The ticket is not nutil ated, altered, unreadable or
tanpered with in any nmanner.

(3) The ticket is not counterfeit, in whole or in part.

(4) The ticket is presented by a person authorized to

pl ay vi deo gam ng ganes.

(b) Validation manager.--Each |icensed video gamng facility
operator shall designate validation nanagers and enpl oyees
aut horized to redeemtickets and to sell and redeem tokens
during the business hours of operation.

(c) Redeeming tickets.--Credits shall be imediately paid in
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cash, by check, by annuitized paynments over tinme or in the form
of a noncash prize when a player presents a valid ticket for
paynent. A valid ticket must be presented for paynent no | ater
than 30 days after the ticket is printed. The division shall not
be liable for the paynent of any video gaming ticket credits.

(d) Tickets not redeenable.--A video ganming facility
operator shall not redeemtickets for credits awarded on video
gami ng termnals which are not |ocated on its preni ses.

(e) Destruction of redeened tickets.--All tickets redeened
by a licensed video ganming facility operator shall be defaced in
a manner whi ch prevents any subsequent presentnent and paynent.

(f) Responsibility for terminal mal functions.--The division
shall not be responsible for any video gam ng term na
mal functi on which causes a credit to be wongly awarded or
denied to players. The |licensed video ganmng facility operator
shall be solely responsible for any wongful award or denial of
credits.

Section 1304. Transportation and registration of video gam ng
term nal s.

(a) Transportation of video gam ng term nals.--No person
shall ship or transport by truck, comnmon carrier or any other
nmeans a video gamng termnal into this Conmonweal th wi t hout
prior witten authorization for such transport fromthe
director. For the purpose of this subsection, transport or ship
into this Commonweal th nmeans that the starting point is outside
of the geographi c boundaries of this Comonweal th and the
termnation point is within this Comonweal t h's geographic
boundari es. Any person shipping or transporting a video gam ng
terminal into this Conmonweal th shall provide the division in

witing at the tine of shipnment the follow ng information on
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forms required by the division:
(1) The full nane, address and permt nunber of the
person shi pping the video gam ng term nal.
(2) The nethod of shipnment and the nane of the carrier

(3) The full nane, address and |icense nunber of the

video gamng facility to which the video gamng termnals are

bei ng sent and the destination of the termnals if different

fromthe address.

(4) The nunber of video gaming termnals in the
shi pnent .

(5) The serial nunber of each video gaming termnal in
t he shi pnent.

(6) The nodel nunber and description of each video
gaming termnal in the shipnent.

(7) The expected arrival date of the video gam ng
termnals at their respective destinations within this
Commonweal t h.

(b) Information to division upon receipt of termnals.--The
video gamng facility that purchases or |eases a video gam ng
term nal shall, upon receipt of the termnal, provide the
division with the followi ng information on fornms prescribed by
t he division:

(1) The full nanme, address and |icense nunber of the
I icensed video gaming facility receiving the video gam ng
t erm nal

(2) The full nane, address and permt nunber of the
vi deo gam ng technol ogy provider fromwhomthe term nal was
recei ved.

(3) The serial nunber of each video gam ng termna

recei ved.
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(4) The nodel nunber and description of each video
gam ng term nal received.

(5) The expected date and tine of video gam ng term nal
arrival .

(6) The expected date and tine of video gam ng termn nal
installation, and if a video gaming termnal is not placed in
operation, the licensed video gam ng facility shall notify
the division of the address where the termnal will be
war ehoused or ot herw se kept. At the tine the video gam ng
terminal is renoved frominventory and transported to anot her
| ocation within this Commonweal th, the video gam ng facility
shall conply with the foregoing requirenent by providing the
division with the information required under this section.

(c) Intrastate transportation of termnals.--

(1) Transporting of video gaming termnals within this
Commonweal th shall be acconplished by the video gam ng
technol ogy provider or his designee, with the concurrence of
the director. Video gaming facility operators are not
authorized to transport video gam ng termnals at any tine.

(2) Any person transporting a video gamng term nal from
one | ocation to another location in this Comobnweal th, other
than for repair or servicing purposes, shall notify the
division in witing prior to the transportation of the
term nal and shall provide the following information on forns
provi ded by the division:

(1) The full nane, address and |license or permt
nunber of the person transporting the video gam ng

term nal

(i1i) The reason for transporting the video gam ng

t er m nal
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(itit) The full nane, address and |license or permt
nunber of the person where the video gamng termnal is
currently | ocat ed.

(iv) The full name, address and |icense or permt
nunber of the person to whomthe termnal is being sent
and the destination of the video gamng termnal, if
different fromthe address.

(v) The serial and nodel nunbers of each video
gam ng term nal received.

(vi) The video gam ng machi ne regi strati on nunber,
if affixed.

(vii) The manufacturer of the video gam ng machi ne.

(viii) The expected date and tinme of video gam ng

termnal installation.

The requirenments of this subsection shall not apply

to the novenent of a video gamng term nal fromone | ocation
within a racetrack to another |ocation.
(d) Interstate transportation of video gami ng termnals.--

Any person shipping or transporting a video gaming termnal to a

outside of this Commonwealth shall, prior to the
transport, notify the division in witing of the
transport and shall provide the foll ow ng

on a formprescribed by the division:

The full nanme, address and |license or permt nunber

of the person shipping the video gam ng term nal.

The net hod of shipnment and the nanme of the carrier

The full nanme and address of the person to whomthe

video gam ng termnal is being sent and the destination of

the video gamng termnal, if different fromthe address.

The serial nunber of the video gam ng term nal being
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shi pped or transported.

(5) The nodel nunber and description of the video gam ng
term nal bei ng shipped.
(6) The video gaming term nal registration nunber, if

af fi xed.

(7) The nane of the manufacturer of the video gam ng
term nal bei ng shipped.
(8) The expected date and tine of shipnent.

(e) Registration decals.--Each video ganm ng term nal placed
in operation in this Commonweal th shall have a gam ng
regi stration decal, with the video gam ng term nal registration
control nunber placed thereon and permanently affixed thereon
prior to the video gam ng term nal becom ng operational. No
person other than authorized division personnel may affix or
remove a registration control nunber. The placenent of the
regi stration decal represents that the video gam ng machi ne has
been regi stered, inspected and approved for operation in this
Commonweal t h. Vendors shall make video gam ng term nals and
associ at ed equi pnent avail able for inspection by the division.
No term nal may be transported out of this Commonweal th until
aut hori zed di vi si on personnel have renoved the video gam ng
regi stration control nunber.

(f) Declaration of exenption from Federal |aw. --Pursuant to
section 2 of the Ganbling Devices Transportation Act (64 Stat.
1134, 15 U.S.C. § 1172), the Commonweal th, hereby, and in
accordance with and in conpliance with the provisions of section
2 of the Ganbling Devices Transportation Act, declares and
proclains that it is exenpt fromthe provisions of section 2 of
the Ganbling Devices Transportation Act, as regards to video

gami ng termnals operated at pari-nutuel racing facilities in
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accordance with the provisions of this act.

(g) Transportation of video gam ng term nals deened | egal.--
Al'l shipnments of video gamng termnals into this Commonweal th
the registering, recording and | abeling of which has been duly
made by the technol ogy provider thereof in accordance with
sections 3 and 4 of the Ganbling Devices Transportation Act (64
Stat. 1134, 15 U. S.C. 88 1173 and 1174), shall be deened | egal
shi pnents thereof, for use within the confines of pari-nutuel
racing facilities in accordance with this act.

CHAPTER 15
COVPULSI VE AND PROBLEM GAMBLI NG
Section 1501. Conpul sive and probl em ganbling program

(a) Establishnent of program --The Departnent of Health
shal |l establish a program of public education, awareness and
trai ning regardi ng conpul sive and probl em ganbling and the
treatment and prevention of conpul sive and probl em ganbling. The
program shal | incl ude:

(1) Maintenance of a conmpul sive ganbling advocacy
organi zation's toll-free problem ganbling tel ephone nunber to
provide crisis counseling and referral services to famlies
experiencing difficulty as a result of problem or conpulsive
ganbl i ng.
(2) The pronotion of public awareness regarding the
recogni tion and prevention of problem or conpul sive ganbling.
(3) Facilitation, through in-service training and ot her
nmeans, of the availability of effective assistance prograns
for problem and conmpul sive ganblers and famly nenbers
af fected by problem and conpul si ve ganbl i ng.
(4) Studies to identify adults and juveniles in this

Commonweal th who are or are at risk of becom ng probl em or
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compul si ve ganbl ers.

(5) A school -based program for educating students in
public elenmentary and secondary school s about the potential
probl ens associated with video gam ng and ganbling. The
Department of Health shall collaborate with the Departnent of
Education i n devel oping the program and shall ensure that the
programis nmade available to students in nonpublic elenentary
and secondary schools. The school - based program may be
i npl emented through or in conjunction with any program or
projects inplenented by the Secretary of Educati on under
section 1547 of the act of March 10, 1949 (P.L.30, No.14),
known as the Public School Code of 1949, or any simlar
program
(b) Conpul sive and Probl em Ganbl i ng Treatnment Fund. --There

is hereby established in the State Treasury a special account to
be known as the Conpul sive and Probl em Ganbl i ng Treat nent Fund.
Al'l noneys in the fund shall be continuously appropriated to the
Department of Health to be expended for prograns for the
prevention and treatnent of ganbling addiction and ot her
enoti onal and behavi or probl ens associated with or related to
ganbling and for the adm nistration of the conpul sive and
probl em ganbl i ng program The fund shall consist of noneys
annual ly allocated to it fromthe term nal fee established under
section 702(f)(2), noneys which nay be appropriated by the
CGeneral Assenbly, interest earnings on noneys in the fund and
any other contributions, paynments or deposits which may be made
to the fund.
(c) Notice of availability of assistance.--
(1) Each video ganming facility operator shall obtain a

toll-free tel ephone nunber to be used to provide persons with
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1 i nformati on on assi stance for conpul sive or probl em ganbli ng.
2 Each facility shall conspicuously post signs simlar to the
3 following statenent: |IF YOU OR SOVEONE YOU KNOW HAS A

4 GAMBLI NG PROBLEM HELP IS AVAI LABLE. CALL (toll-free

5 t el ephone nunber). The signs nmust be posted within 50 feet of
6 each entrance and exit and within 50 feet of each credit

7 | ocation within the facility.

8 (2) Each pari-mutuel facility where video gamng is

9 operated shall print a statenment on daily racing programns

10 provided to the general public that is simlar to the

11 following: IF YOU OR SOVEONE YOU KNOW HAS A GAMBLI NG PROBLEM
12 HELP IS AVAI LABLE. CALL (toll-free tel ephone nunber).

13 (3) A pari-mutuel racing facility which fails to post or
14 print the warning sign in accordance with paragraphs (1) and
15 (2) shall be assessed a fine of $1,000 a day for each day

16 such sign is not posted or printed as provided in this

17 subsecti on.

18 CHAPTER 17

19 PENALTI ES AND ENFORCEMENT
20 Section 1701. O fenses and penalti es.
21 (a) Prohibited acts.--It shall be unlawful for any person:
22 (1) To knowingly or intentionally tanmper with a video
23 gaming termnal with the intent to interfere with the proper
24 operation of the video gam ng term nal.
25 (2) To knowingly or intentionally mani pulate or attenpt
26 to mani pul ate the outcone, payoff or operation of a video
27 gam ng term nal
28 (3) To knowingly and intentionally place a video gam ng
29 termnal into play without the authority of the division.
30 (4) To knowi ngly use, or assist another in the use of,
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1 an electronic, electrical or nmechanical device which is

2 desi gned, constructed or programed specifically for use in

3 obt ai ni ng an advantage at playing a video gam ng gane.

4 (5) To knowi ngly conduct, carry on, operate or expose

5 for play or allow to be conducted, carried on, operated or

6 exposed for play any video gam ng gane, video gami ng term na
7 or other device, equipnment or material which has in any

8 manner been tanpered with, or placed in a condition or

9 operated in a manner, the result of which tends to deceive

10 the public or tends to alter the normal random sel ection of
11 characteristics or the normal chance of the video gam ng gane
12 whi ch could deternmine or alter the results of the gane.

13 (6) For a licensee to enploy or continue to enploy an

14 i ndi vi dual who has not been issued a permt under this act,
15 in a position with duties which would require a permt under
16 this act.

17 (7) For a person who has not obtained the requisite

18 permt as provided for in this act, to work or be enployed in
19 a position with duties which would require a permt under
20 this act.
21 (8) For a licensee to possess any video gam ng termn nal
22 or other device, equipnment or material which the |icensee
23 knows has been manufactured, distributed, sold, tanpered with
24 or serviced in violation of this act.
25 (9) For alicensee to operate, carry on or expose for
26 play a video gam ng gane or video gam ng termnal after the
27 licensee's |icense has expired and prior to the actual
28 renewal thereof.
29 (b) Penalties.--A person who violates subsection (a) commts
30 a m sdeneanor of the third degree and shall, upon conviction, be
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1 sentenced in accordance with the applicable provisions of 18

2 Pa.C.S. Ch. 11 (relating to authorized di sposition of

3 offenders).

4 (c) Additional violations.--A person who know ngly viol ates
5 this act, any guidelines, rules or regulations pronul gated under
6 this act or the rules of play or gane rules of a video gam ng

7 gane and who profits thereby in an anpbunt equal to $1, 000 or

8 nore conmmts a felony of the third degree and, upon convicti on,
9 shall be sentenced in accordance with the applicable provisions
10 of 18 Pa.C.S. Ch. 11

11 (d) Age of participants and violation.--

12 (1) It is unlawful for any person under 21 years of age
13 t o:

14 (i) VLinger in the gam ng area of a video gam ng

15 facility.

16 (i1i) Be present at a video gam ng term nal

17 (i) Participate, play, be allowed to play or

18 col | ect wi nnings, whether personally or through an agent,
19 in or fromany video gam ng term nal
20 (2) Paragraph (1) shall not apply to a person enpl oyed
21 by the video gaming facility in which the person is present.
22 Not hing in this paragraph shall prevent any person under 21
23 years of age from passing through a video gam ng facility to
24 a nongam ng area of a facility.
25 (3) It is unlawful for any person to engage in video
26 gaming with, or to share proceeds fromvideo gam ng with, any
27 person under 21 years of age.
28 (4) It is unlawful for any licensee to permt any person
29 who is under 21 years of age to:
30 (1) VLinger in the gam ng area of the video gam ng
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facility.
(ii) Be present at a video gami ng term nal or other
area where video gam ng i s conducted.
(i) Participate, play, or collect w nnings,
whet her personally or through an agent, in or from any
vi deo gam ng term nal
(5) Paragraph (4) shall not apply to a person enpl oyed
by the video gaming facility. Nothing in paragraph (4) shal
prevent any person under 21 years of age from passing through
a video gamng facility to nongam ng areas of a facility.
(6) Any person who violates this subsection comrits a
m sdeneanor of the third degree and shall, upon conviction,
be sentenced in accordance with the applicable provisions of
18 Pa.C.S. Ch. 11
(7) Any person who violates this subsection with a
person under 18 years of age nay be proceeded agai nst under
18 Pa.C.S. 8 6301 (relating to corruption of mnors).

(e) Failure to display operator and prenises licenses.--1It

is unlawful for any person to fail to permanently display in a

COﬂSpi cuous manner

(1) Any license granted by the division.

(2) A conspicuous notice in |large bold face type which
is clearly legible and in substantially the follow ng form
IT IS ILLEGAL FOR ANY PERSON UNDER THE AGE OF 21 TO PLAY
VI DEO GAM NG GAMES AND TO LI NGER I N ANY AREA OF THI S FACI LI TY
VWHERE VI DEO GAM NG GAMES ARE PLAYED.

(f) GCvil penalty.--In addition to any other civil penalty

28 provided under this act or any other law, a person who fails to

29 performany of the duties or obligations created and i nposed

30

upon them under this act shall be subject to a civil penalty as
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may be determ ned by the division, but which may not exceed
$10, 000.
Section 1702. Enforcenent.

(a) Attorney Ceneral.--The Attorney General shall provide
| egal services for the division at the request of the director.
The Attorney Ceneral shall make reasonable efforts to ensure
that there is continuity in the |egal services provided and that
the attorneys providing |l egal services to the division have
expertise in the field.

(b) Director.--The director nmay request the Attorney Ceneral
to make civil investigations and enforce civil violations of
rul es and regul ations of the division, on behalf of and in the
name of the division, and to bring and defend civil suits and
proceedi ngs for any of the purposes necessary and proper for
carrying out the functions of the division.

(c) Expenses.--Expenses of the Attorney Ceneral incurred in
the performance of the responsibilities under this section shal
be paid fromthe Video Gam ng Fund.

CHAPTER 19
BACKSI DE | MPROVEMENT BOARD AND FUND
Section 1901. Backside | nprovenent Board.

(a) Establishnent.--There is hereby established, under the
jurisdiction of the conm ssions, the Backsi de | nprovenent Board.
The board shall consist of seven nenbers as foll ows:

(1) The President pro tenpore of the Senate shal

appoi nt one nenber.

(2) The Majority Leader of the Senate shall appoint one

menber .

(3) The Speaker of the House of Representatives shal

appoi nt one nenber.
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(4) The Mnority Leader of the House of Representatives
shal | appoi nt one nenber.
(5) The State Horse Racing Commi ssion and the State

Har ness Raci ng Conm ssion shall appoint one nenber to

represent the Departnent of Agriculture.

(6) One nenber shall be appointed by the Pennsyl vani a

di vi sion of the Horsenen's Benevol ent and Protection

Associ ati on.

(7) One nenber shall be a public nmenber appointed by the

Secretary of Agriculture.

(b) Chairperson.--The nenber appointed by the conm ssions
shall serve as chairperson of the board.

(c) Expenses.--The nenbers of the board shall serve w thout
conpensation, but shall be entitled for reinbursenent for al
reasonabl e expenses incurred in the discharge of official
busi ness.

(d) Personnel.--Personnel necessary to carry out the duties
of the board shall be fromtime to tinme provided by the
commi ssions. In addition, the board nay enploy or contract with
qgqual i fied personnel as nmay be required to assist the board in
carrying out the provisions of this chapter. These persons shal
serve at the pleasure of the board and the board shall fix
conpensation for such personnel. The conpensati on of personnel
enpl oyed or contracted with by the board and any necessary
expenses incurred by the board in carrying out the provisions of
this chapter shall be paid out of the Backside |Inprovenent Fund.

(e) Duties of the board.--The board shall adm nister the
Backsi de | nmprovenent Fund and shall study and nake
recommendati ons for inproving the backsi de of harness and

t hor oughbred horse racing in this Commonweal th and ensure that
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t he reconmendati ons are inpl enent ed.
Section 1902. Backside | nprovenent Fund.

(a) Establishnent.--There is hereby established a speci al
account within the State Treasury to be known as the Backsi de
| mprovenent Fund which shall be a revol ving fund consisting of
noneys allocated to it pursuant to section 904 and any ot her
noneys which may be allocated or contributed to it from any
ot her source. Mneys in the Backside |Inprovenent Fund shall not
| apse and shall be carried forward in the fund to the succeedi ng
fiscal year.

(b) Purpose of fund.--The Backside |Inprovenent Fund shall be
used to inprove the backside of harness and thoroughbred racing
associ ati ons averagi ng $2, 000, 000 or |ess pari-nutuel handl e per
racing day on live racing. The board shall use the Backside
| nprovenent Fund to pronote, enhance and inprove the conditions
of the backside of eligible racing associations. Conditions
consi dered shall include, but not be limted to, the Iiving and
wor ki ng quarters of backsi de enpl oyees.

(c) Regulations.--The comm ssions may pronul gate regul ati ons
as may be necessary to carry out this section.

CHAPTER 51
M SCELLANEQUS PROVI SI ONS
Section 5101. Cuidelines and regul ations.

In order to facilitate the speedy inplenmentation of this act,
the director shall have the power and authority to pronul gate,
adopt and use guidelines to inplenment this act. The guidelines
shall be published in the Pennsylvania Bulletin. The guidelines
shall not be subject to review pursuant to section 205 of the
act of July 31, 1968 (P.L.769, No.240), referred to as the
Commonweal t h Docunent Law, sections 204(b) and 301(10) of the
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act of October 15, 1980 (P.L.950, No.164), known as the
Commonweal th Attorneys Act, or the act of June 25, 1982
(P.L.633, No.181), known as the Regul atory Review Act, and shal
be effective for a period of not nore than two years fromthe
effective date of this act. After the expiration of the two-year
period, the guidelines shall expire and shall be replaced by
regul ati ons which shall have been promul gated, adopted and
publ i shed as provided by | aw
Section 5102. Transfer of video gam ng.

On or after the effective date of any act of the General
Assenbly which provides for the creation of a board or
conmmi ssion to supervise, control and adm ni ster ganbli ng
activities in this Comonweal th, all personnel, allocations,
appropriations, contracts, agreenents, rights, obligations,
equi pnent, technology, files, records and other materials which
are enpl oyed, expended or used in connection with the functions
performed by the Division of the State Lottery relative to video
gam ng at pari-nmutuel racing facilities pursuant to this act
shall be transferred to such ganbling board or comm ssion which
may be hereafter established by the General Assenbly. The
transfer of personnel shall be made with the sane force and
effect as if the personnel had been originally assigned to such
ganbling control board or comm ssion. The transfer of
al | ocations and appropriations shall be nade with the sane force
and effect as if the allocations and appropriations had been
originally made to the ganbling control board or conm ssion. The
transfer of contracts, agreenents, rights and obligations shal
be made with the sane force and effect as if the contracts,
agreenents, rights and obligations had been originally those of

t he ganbling control board or conm ssion. The transfer of
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equi pnent, files, records, and other materials shall be nade
with the sane force and effect as if the itens had been
originally the property of the ganmbling control board or
conmi ssi on.

Section 5103. Appropriation.

The sum of $3, 000, 000, or as much thereof as may be
necessary, is hereby appropriated to the Division of the State
Lottery for the fiscal year July 1, 2003, to June 30, 2004, to
carry out the provisions of this act.

Section 5104. Severability.

The provisions of this act are severable. |If any provision of
this act or its application to any person or circunstance is
held invalid, the invalidity shall not affect other provisions
or applications of this act which can be given effect w thout
the invalid provisions or application.

Section 5105. Effective date.

This act shall take effect inmediately.
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