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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1408 *5a”

| NTRODUCED BY TRELLO, SEVENTY, CALTAG RONE, PRESTON, VEOQN,
PERZEL, STABACK, M CHLOVI C, KENNEY, RI CHARDSON, BURD AND
PETRONE, JUNE 11, 1985

AS REPORTED FROM COWM TTEE ON FI NANCE, HOUSE OF REPRESENTATI VES,
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AN ACT
Providing for licensing and placenent of video poker machines in
this Cormmonweal th, for powers and duties of the Departnent of
Revenue, for local option and for distribution of revenues.
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The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.

This act shall be known and may be cited as the Video Poker
Control Law.

Section 2. 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:

"Clubs."” Nonprofit establishnments which have a valid club
liquor |icense under the act of April 12, 1951 (P.L.90, No.21),

known as the Liquor Code.

"Departnent.” The Departnent of Revenue of the Comonweal t h.
"Distributor.”™ An individual, partnership or corporation
I icensed under this act to buy, sell, |ease or distribute video

poker machi nes. The term excl udes machi ne owners and
manuf act ur ers.

"Gross proceeds.” The total anount of noney placed into

vi deo poker machi nes by players. plus—thevalueof ecredits—which <—
"Incentives.” A consideration, including a prem um or bonus

in cash or advance conmi ssion or merchandi se offered from a

machi ne owner to a licensed establishment in order to solicit

its business.

"Li censed establishnment." A restaurant, bar, tavern, hotel
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or club which has a valid liquor |icense under the Liquor Code

AND WHI CH | S LOCATED W THI N A PARTI Cl PATI NG POLI Tl CAL <—
SUBDI VI SI ON.
“Machi ne owner." An individual, partnership or corporation

l'i censed under this act that owns, services and maintains video
poker machines for placing in various State-approved pl aces.

“Manuf acturer.” An individual, partnership or corporation
l'i censed under this act that manufactures or assenbles video
poker machi nes.

"Net profits.” Goss proceeds after prizes, AND LI CENSE FEES <—
AS PROVI DED FOR I N SECTI ON 8(A)(3), have been paid.

"Operator.” A club or establishnent |icensed under this act
to offer video poker by the placing and maki ng avail able for
pl ay of video poker nachi nes.

"Participating political subdivision." A city, incorporated
town, township or borough where video poker machines are in use
under this act.

"Vi deo poker machine." A device or nmachine which, upon
insertion of a coin, is available to play or sinmulate the play
of the game of poker utilizing a video display and
m croprocessors and in which, whether by the skill of the player
or by chance, the player nay receive free ganmes or credits which
can be redeened for cash or anything of val ue.

Section 3. Powers and duties of departnent.
(a) GCeneral powers and duties.--The departnment has the power
and duty:
(1) To pronulgate regul ations to:
(i) Provide for licensing procedures under this act.
(i1i) Prescribe necessary application and reporting

formse to be used under this act.
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1 (ti1) Prescribe electronic accounting devices

2 necessary to verify reports to be used in this act.

3 (2) To grant or deny license applications.

4 (3) To enploy enforcenent agents and ot her enpl oyees

5 necessary to carry out the functions of the departnment under
6 this act. Persons enployed must be citizens of the United

7 States. Persons enpl oyed nust not have a direct or indirect
8 interest in a person or entity licensed under this act.

9 Persons enpl oyed shall be fingerprinted and bonded. The

10 department may not enpl oy persons who have done one of the
11 fol | ow ng:

12 (i) Been convicted of or pleaded guilty or no

13 contest to a felony.

14 (i1i) Been convicted of, pleaded guilty or no contest
15 to, paid a fine for, or forfeited a bond to appear in
16 relation to a violation of a Federal or state statute
17 concerning ganbling or lottery devices, equipnent or

18 ganes.

19 3> (4) Inspect and approve a video poker machi ne
20 representative of each type of machine to be used in video
21 poker games and conduct spot inspections of video poker
22 machi nes on prem ses where they are being played to ensure
23 that the devices conply with this act and regul ati ons
24 pronul gat ed under paragraph (1) and that the devices do not
25 vary in a meani ngful manner fromthe inspected and approved
26 representative device of the sane type.
27 (b) License approval.--The departnment may not grant an
28 applicant a MACHI NE OANER OR LI CENSED ESTABLI SHVENT | i cense
29 unl ess:
30 (1) |If the applicant is an individual all of the
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1 foll ow ng apply:

2 (i) The applicant is an honest person of good

3 character and integrity and is qualified and has adequate
4 financing from suitabl e sources.

5 (i1i) The applicant is a citizen of the United States
6 and a resident of this Commonweal th for at |east two

7 years previous to the application.

8 (ti1) The applicant has not been convicted of nor

9 pl eaded guilty or no contest to a felony.

10 (iv) The applicant has not been convicted of,

11 pl eaded guilty or no contest to, paid a penalty for, nor
12 forfeited a bond to appear in relation to a violation of
13 a Federal or state statute concerning ganbling or lottery
14 devi ces, equi pnent or ganes.

15 (v) The applicant has no direct or indirect interest
16 in a person or entity holding a type of |icense other

17 than the type for which the applicant is applying.

18 (2) |If the applicant is a partnership, the partners,

19 general and limted, qualify as individuals under paragraph
20 (1).
21 (3) If the applicant is a corporation all of the
22 foll ow ng apply:
23 (1) It is a registered Pennsylvania corporation for
24 at | east two years.
25 (1i) At least 50%of its directors are Pennsylvani a
26 residents for at |east two years.
27 (tit) Al officers qualify as individuals under
28 par agraph (1).
29 (iv) Its stockhol ders are individuals.
30 (v) Every stockhol der owning 5% or nore of the stock
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of the corporation qualifies as an individual under
par agraph (1).

(c) Hearing.--A person who was denied a license has the
right to a hearing before the departnment. The hearing shall be
conducted under 2 Pa.C. S. Ch. 5, Subch. A (relating to practice
and procedure of Commonweal t h agenci es).

(d) Wnning percentage.--The departnent shall prescribe
necessary machi ne accounting information under subsection
(a)(1)(iii). Video poker machines shall be set to award pl ayers
m ni mum wi nni ngs of 78% Vi deo poker machi nes shall have
el ectroni c accounting devices to verify revenue due and w nni ng
per cent ages.

(e) Violations.--The departnment shall investigate, penalize
civilly and suspend or revoke licenses for violations of this
act and shall hold hearings in which to consider these matters.
A license may not be suspended or revoked until a hearing is
conpl eted. The fine for a violation of regulations—premigated <—
under this act may not exceed $5,000 for the first violation and
$15, 000 for each subsequent violation. In addition to the fine,
i nterest on any noneys held inproperly, as the departnent may
prescri be, shall be collected.

Section 4. Use of enforcenent agents.

(a) Powers.--Enpl oyees of the departnent designated as
enforcenent agents are enpowered to investigate the background
and associates of license applicants to whatever extent is
j udged necessary by the departnment. No investigation may be
undertaken prior to the subm ssion of an application for a
license by a party. No investigation may continue subsequent to
the granting of a license, the denial of a license or the

wi t hdrawal of a license application.
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(b) Authority.--Enforcenment agents are enpowered to be peace
of ficers and shall have police power and authority throughout
this Coomonwealth to arrest, on view or under warrant, a person
who is violating a crimnal provision of this act.

(c) Investigation and report.--Enforcenment agents may
investigate alleged illegal activities concerning video poker
machi nes and their operation, maintenance and pl acenent.

Fi ndi ngs shall be reported in witing to the departnent. The
departnent shall relay suspected crimnal activity or violations
of the law to the appropriate district attorney for prosecution.

(d) State and local police.--1n addition to any other person
authorized to enforce the provisions of this act, the
Pennsyl vania State Police and police of participating political
subdi vi sions are enpowered to enforce this act.

Section 5. Unlawful use by m nors.

(a) Mnors.--No person under 21 years of age may use or play
t he vi deo poker machines. A m nor using or playing or attenpting
to use or play a video poker machine conmts a summary of fense
and shall, upon conviction, pay a fine not in excess of $1, 000.

(b) Licensees.--A licensed establishment which permts a
person under 21 years of age to play or use the video poker
machi nes, whether or not that |icensed establishnment is actually
aware of the mnor's age, comrts a sunmmary of fense and shall,
upon conviction, pay a fine not in excess of $5,000. The
establishment of the followi ng facts by a person allow ng a
m nor to operate the video poker nmachi nes constitutes a defense
to prosecution under this subsection:

(1) The mnor falsely represented in witing that the

m nor was 21 years of age or ol der

(2) The appearance of the mi nor was such that an

19850H1408B2189 - 7 -
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ordi nary person of prudent judgnment woul d believe the m nor
to be 21 years of age or ol der.
(3) The permi ssion to operate the video poker machines

was made in good faith, relying upon witten representation

and appearance and in the reasonable belief that the mnor

was actually 21 years of age or ol der.
Section 6. Direct dispensing.

A vi deo poker machine may not directly di spense coins, cash,
t okens—tiekets or any other article of exchange or val ue EXCEPT <—
FOR RECEI PTS Tl CKETS. SUCH Tl CKETS SHALL BE DI SPENSED BY
PRESSI NG THE Tl CKET- DI SPENSI NG BUTTON ON THE MACHI NE AT THE END
OF ONE'S TURN OF PLAY. THE TI CKET SHALL | NDI CATE THE TOTAL
AMOUNT OF CREDI TS AND PRI ZE MONEY WON, AND THE PLAYER SHALL TURN <—
IN THI' S TI CKET TO THE APPROPRI ATE PERSON AT THE LI CENSED
ESTABLI SHVENT TO RECEI VE H S PRI ZE MONEY. THE COST OF A CREDI T
SHALL BE 25¢ AND THE NUMBER OF CREDI TS PLAYED PER GAME SHALL NOT
EXCEED FOUR. NO PRI ZE FOR ANY | NDI VI DUAL GAME SHALL EXCEED $400.
A vi deo poker machine shall be designed and manufactured to
record all use of the device and the anounts deposited in the

devi ce.

Section 7. Local option.
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(A) PLACEMENT ON BALLOT.--A MAJORITY OF THE VOTERS OF A <—
COUNTY HAVE THE OPTI ON TO APPROVE OR RESCI ND APPROVAL OF THE
PLACEMENT OF VI DEO POKER MACHI NES W THI N | TS BOUNDARI ES | F
APPROVAL OR RESCI SSI ON OF APPROVAL IS IN CONFORM TY WTH THE ACT
OF JUNE 3, 1937 (P.L.1333, NO 320), KNOAN AS THE PENNSYLVAN A
ELECTI ON CODE. THE QUESTI ON SHALL BE PLACED UPON THE BALLOT OF
THAT COUNTY FOR THE NEXT REGULARLY SCHEDULED ELECTION | F 15% OF
THE REQ STERED VOTERS OF THAT COUNTY SI GN A PETI TI ON REQUESTI NG
THAT THE QUESTI ON BE PUT ON THE BALLOT. VOTES SHALL BE TOTALED
BY MUNI Cl PALI TY AND THE QUESTI ON SHALL ONLY BE CONSI DERED
APPROVED | N A PARTI CULAR MUNI CI PALITY IF A MAJORITY OF THE
VOTERS VOTI NG | N BOTH THE COUNTY AND THAT MUNI Cl PALI TY VOTED
AFFI RVATI VELY ON THE QUESTI ON. THE RESULTS SHALL BE TRANSM TTED
TO THE SECRETARY OF THE COVMONVEALTH, WHO SHALL HAVE THE DUTY OF
| NFORM NG THE DEPARTMENT OF THE RESULT.

(b) Special election.--No special election shall be held to
answer this question. However, if a special electionis held to
deci de other matters, this question nay properly be placed on
that ballot along with the other matters to be deci ded.

(C) RESTRI CTI ON. - - NOTW THSTANDI NG THE PROVI SI ONS OF <—
SUBSECTI ONS (A) AND (B), NO ELECTI ON FOR THE PURPOSE OF DECI DI NG
VWHETHER VI DEO POKER MACHI NES MAY BE PLACED | N LI CENSED
ESTABLI SHVENTS W THI N ANY MUNI Cl PALI TY I N ANY COUNTY OR
RESCI NDI NG SUCH A DECI SI ON MAY BE HELD WTH N TWO YEARS OF ANY
PRI OR ELECTI ON I N WHI CH SUCH A QUESTI ON APPEARED ON THE BALLOT.

Section 8. Authority to |icense.
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1 (a) Types of license.--After approving the proper

2 applications, the departnent may issue the follow ng |icenses:

3 (1) A manufacturer's license may be issued to an

4 i ndi vi dual, partnership or corporation that manufactures,

5 assenbl es or produces vi deo poker machines for use in this

6 Commonweal th. The annual fee shall be $25, 000.

7 (2) A distributor's license nay be issued to an

8 i ndi vidual, partnership or corporation that buys, sells,

9 | eases or distributes video poker machines in this

10 Commonweal th. The annual fee shall be $10, 000.

11 (3) A nmachine owner's license nay be issued to a person
12 who owns, services and mai ntains video poker machi nes for

13 pl acenent in licensed establishnents. The annual fee shall be
14 $25, 000 for the first 50 individual video poker machine

15 | icenses. For each additional video poker nachine, the annual
16 fee shall be $500 per machine. Every video poker nachine in
17 use in this Commonweal th nust have a current $500 |icense

18 di spl ayed. Every video poker machi ne |icensed under this act
19 must be manufactured by an individual, partnership or
20 corporation |icensed under paragraph (1).
21 (4) A licensed establishnent shall obtain a |icensed
22 establishment |icense in order to have video poker nmachi nes
23 on its prem ses. The annual fee for the license shall be as
24 fol | ows:
25 (i) dass | - $500 (for up to and including three
26 vi deo poker machi nes).
27 (ii) dass Il - $1,500 (for up to and including five
28 vi deo poker machi nes).
29 (iii) dass Il - $5,000 (for up to and incl uding
30 ten video poker machi nes).

19850H1408B2189 - 10 -
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(b) Requirenments.--For a licensed establishnent which uses
vi deo poker machi nes, THE NUVMBER OF VI DEO POKER MACHI NES ALLOWED
SHALL BE TWO FOR THE FI RST 500 SQUARE FEET OF SERVI NG AREA
W TH N THE ESTABLI SHVENT AND ONE FOR EACH ADDI TI ONAL 500 SQUARE
FEET OF SERVI NG AREA W THI N THE ESTABLI SHVENT AND t he maxi mum
nunber of video poker nachines allowed shall be ten. No video
poker machines may be placed in a |licensed establishnment unless
the owner, or, in the case of a club, the proper authority of
the licensed establishnment, has entered into a contract with a
machi ne owner for the placenent of the machines for a m nimm
term of one year.

(c) Licensees.--No person may hold nore than one type of
license, directly or indirectly, or have any interest therein.

(d) Incentives.--A nachine owner may not give and a |icensed
establ i shment nmay not receive an incentive. A person who
violates this subsection conmits a m sdenmeanor of the third
degree and shall, upon conviction, be sentenced to pay a fine of
$1,000, or to inprisonment for not nore than one year, or both.
Section 9. Distribution of proceeds.

(A) COLLECTI ON. - - GROSS PROCEEDS SHALL BE COLLECTED BY THE
MACHI NE OANER FOR EACH LI CENSED VI DEO POKER MACHI NE

& (B) Manner of distribution.--The net profits derived
froma video poker machine shall be distributed BY THE MACH NE
OMER as fol | ows:

(1) Fwenty-five TH RTY percent to the machi ne owner
(2) Twenty-five percent to the licensed establishnment

where the nmachine is | ocat ed.

(3) Ferty TVENTY-FI VE percent to eeunrty—governrents—to

fHrancetocal—publetranspoertation— THE TREASURER OF THE
COUNTY I N WH CH THE MACHI NE | S LOCATED FOR GENERAL COUNTY

19850H1408B2189 - 11 -

<—



1 PURPCOSES.

2 (4) Fen TVENTY percent to |local governnments to be used <—
3 for property tax relief as set forth in section 10.

4 {(b)y—Collection—Net—profits shall—be collected by the <—
5 meehtne—swhrer—for—eachtHecensed—vrdes—poker—mrehtne—

6 (c) Reports.--The machine owner shall nmake a report to the

7 county treasurer and the departnent each nonth with the

8 followi ng information:

9

(1) Serial nunber of each video poker machine el ectronic

10 accounti ng devi ce.

11 (2) Nane and address of prem ses where nachine is

12 | ocat ed.

13 (3) Conputer printout of the net profits of each machi ne
14 taken directly fromthe el ectronic accounting device.

15 Section 10. Local governnment revenues.
16 (a) Distribution.--The owner of each video poker machi ne
17 shall send a nonthly report and the 106% 20% of machi ne net <—

18 profits to the treasurer of the county where the nachines are

19 located to be distributed TO MUNI Cl PALI TIES AND SCHOOL DI STRICTS <—
20 VWHERE THE MACHI NES ARE LOCATED wi thin 30 days as foll ows:

21 (1) Fifty percent to school districts.

22 (2) Fifty percent to nmunicipalities ether—thanecounties. <—
23 (b) Purpose.--1t is the intent of the General Assenbly that

24 the noneys distributed - UNDER this section be used to reduce <—
25 property taxes.

26 SECTION 11. CTIES OF THE FI RST CLASS. <—

27 (A) MANNER OF DI STRI BUTI ON. -- THE NET PRCFI TS DERI VED FROM A
28 VIDEO POKER MACHINE IN A QA TY OF THE FI RST CLASS SHALL BE

29 DI STRI BUTED AS FOLLOWE:

30 (1) TH RTY PERCENT TO THE MACH NE OMNNER

19850H1408B2189 - 12 -
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(2) TVENTY-FI VE PERCENT TO THE LI CENSED ESTABLI SHVENT

VWHERE THE MACHI NE | S LOCATED.

(3) TVENTY PERCENT TO THE CI TY FOR GENERAL PURPOSES.
(4) TEN PERCENT TO THE CITY FOR LOCAL TAX RELI EF.
(5) TEN PERCENT TO THE SCHOOL DI STRI CT FOR LOCAL TAX

RELI EF.

(6) FIVE PERCENT FOR NONRESI DENT WAGE TAX REDUCTI ON.

(B) COLLECTION.--NET PROFITS SHALL BE COLLECTED BY THE
MACHI NE OMNER FOR EACH LI CENSED VI DEO POKER MACHI NE.

(© REPORTS. --THE MACHI NE OWNER SHALL MAKE A REPORT TO THE
CI TY TREASURER AND THE DEPARTMENT EACH MONTH W TH THE FOLLOW NG
| NFORMATI ON:

(1) SERI AL NUMBER OF EACH VI DEO PCKER MACHI NE ELECTRONI C

ACCOUNTI NG DEVI CE.

(2) NAVE AND ADDRESS OF PREM SES WHERE MACHI NE | S

LOCATED.

(3) COWUTER PRI NTOUT OF THE NET PROFI TS OF EACH MACHI NE

TAKEN DI RECTLY FROM THE ELECTRONI C ACCOUNTI NG DEVI CE.

(D) DI STRIBUTION. -- THE OANER OF EACH VI DEO POKER MACHI NE
SHALL SEND A MONTHLY REPORT AND THE 50% OF MACHI NE NET PROFI TS
TO THE CI TY TREASURER TO BE DI STRI BUTED W THI N 30 DAYS.

Section 4% 12. Creation of account. <—

Revenues fromlicenses and fines under this act shall be
placed in a restricted revenue account to fund the operation of
the departnent as required by this act, including, but not
limted to, salaries and adm ni strative expenses. The depart nent
shall allocate a mni num of $1,000,000 annually to be used for
treatment of conpul sive ganblers by Ganbl ers Anonynous in
accordance with regul ations to be adopted by the departnent.

Section 22 13. Preenption of |ocal taxes and |icense fees. <—
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Vi deo poker machi nes and—eceih-operated—amuserent—achines
LOCATED | N PARTI Cl PATI NG POLI TI CAL SUBDI VI SI ONS shal | be exenpt

fromtaxes |levied under the act of August 5, 1932 (Sp. Sess.,

P.L.45, No.45), referred to as the Sterling Act, the act of

1

2

3

4

5 Decenber 31, 1965 (P.L.1257, No.511), known as The Local Tax

6 Enabling Act, or the act of April 13, 1972 (P.L. 184, No.62),

7 known as the Hone Rule Charter and Optional Plans Law.

8 Section 33 14. Existing machines.

9 Vi deo poker machi nes manufactured and sold to nachi ne owners
10 or distributors prior to the effective date of this act are

11 : I : ) .. f thi o
12 machines—shall be consideredto-have beenmanufactured-

13 distributedi—sol-d—andusedtegallyinthis—Compnwealth— MUST
14 CONFORM W TH OR BE MADE TO CONFORM W TH THI' S ACT AND THE

15 REGULATI ONS PROMULGATED HEREUNDER, | N ORDER TO BE LI CENSED FOR
16 USE IN TH S COMMONVEALTH.

17 Section 34 15. Penalty.

18 (a) Manufacture.--A person may not manufacture, assenble or
19 produce a video poker machine in this Conmonweal th unl ess the
20 person has a valid manufacturer's |icense issued under section
21 8(a)(1).

22 (b) Distribution.--A person may not sell, distribute, |ease
23 or market a video poker machine in this Commonweal th unl ess the
24 person has a valid distributor's license issued under section
25 8(a)(2).

26 (c) Use.--A person nmay not offer, enable or allowthe

27 playing of video poker at an establishment unless that

28 establishment has a valid |licensed establishment |icense issued
29 under section 8(a)(4). A person with a valid |icensed

30 establishment |icense may not have nore than ten video poker
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30

machines in a |licensed establishnent at the sanme tine. NO
LI CENSEE SHALL PERM T ANY CUSTOVER TO PLAY A VI DEO POKER MACHI NE
VWHEN SAI D CUSTOVER |'S VI SI BLY | NTOXI CATED.

(d) Tanpering.--A person nmay not mani pul ate the outcone or
payoff of a video poker machine through interference with the
proper functioning of the mechani sm

(e) dassification.--

(1) A person who violates this section conmits a
m sdeneanor of the third degree and shall, upon conviction,
be sentenced to pay a fine of $1,000, or to inprisonnent for
not nore than one year, or both.

(2) A person who violates this section a second tine
commts a m sdeneanor of the second degree and shall, upon
convi ction, be sentenced to pay a fine of $2,000, or to
i mprisonment for not nore than two years, or both.

(3) A person who violates this section a third and
subsequent tinme commits a m sdenmeanor of the thi+rd FI RST
degree and shall, upon conviction, be sentenced to pay a fine
of $5,000, or to inprisonnent for not nore than five years,
or bot h.

(4) ANY PERSON WHO VI OLATES THI' S SECTI ON SHALL BE LI ABLE
TO ANY PERSONS ON ACCOUNT OF ANY DAMAGES | NCURRED BY THEM
RESULTI NG FROM ANY VI OLATI ON OF THI S SECTI ON\.

Section 45 16. Exenption from State ganbling | aws.

Vi deo poker machines and their use are exenpt from 18 Pa. C. S.
8§ 5513 (relating to ganbling devices, ganbling, etc).

Section 46 17. Exenption from Federal regul ation.

The CGeneral Assenbly declares that the Commonwealth i s exenpt
fromsection 2 of the Ganbling Devices Transportation Act (64
Stat. 1134, 15 U. S.C. 8§ 1172). Shipments of video devices into
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this Cormonwealth in conpliance with sections 3 and 4 of the
Ganbl i ng Devices Transportation Act (64 Stat. 1134, 15 U.S. C. 88§
1173 and 1174) shall be deened | egal shipnments into this
Commonweal t h.

Secti on 4+ 18. Ef fecti ve date.

o 0o B~ W N

This act shall take effect in 60 days.
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