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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1334 %%

| NTRODUCED BY VEON, RAYMOND, LaGROITA, LEACH, COHEN, KOTI K
HALUSKA, THOVAS, GERGELY, BEBKO- JONES, DeWEESE, WASHI NGTON,
KENNEY, WANSACZ, CAWEY, HARHAI, MGEEHAN, DelLUCA, ClI VERA,
STURLA, ROBERTS, LAUGHLI N, COSTA, PISTELLA, WALKO, SOLOBAY,
HORSEY, SAI NATO, DERMODY, RUFFI NG AND PRESTON, MAY 13, 2003

REFERRED TO COVM TTEE ON TOURI SM AND RECREATI ONAL DEVELOPMENT,
MAY 13, 2003
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AN ACT

Providing for video gam ng; establishing the Gam ng Conmm ssion
and the Video Gami ng Account; reorganizing State offices;
i nposi ng penal ties; and maki ng an appropriation.
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Section 13. Licensing.
Section 14. Licensed establishnent |icense.
Section 15. Limtations on |icensed establishnents.
Section 16. Central conmunications system
Section 17. Video gam ng machi ne prototype.
Section 18. Fees.
Section 19. Unlawful use by mnors.
Section 20. |nducenents prohibited.
Section 21. Illegal activities.
Section 22. Distribution of funds.
Section 23. Preenption of |ocal taxes and |icense fees.
Section 24. Exenption from State gam ng | aws.
Section 25. Exenption from Federal regul ation.
Section 59. Appropriation.
Section 60. Effective date.
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 Gam ng
Act .
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:

"Account." The Video Gam ng Account established in section
22.

“Chairman." The chairman of the Gam ng Conmm ssi on.

" Coi n- oper at ed anusenent nachine.” A nmachi ne which requires

the insertion of a coin, currency or tokens, to play or activate

an anmusenent game or nusi c nachi ne.
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"Conmi ssion.” The Gam ng Comn ssion established in section

3.
"Conmi ssioner.” A nenber of the Gam ng Conmm ssi on.
"Distributor.”™ Any individual, partnership, association or
corporation, licensed by the Gam ng Conm ssion to buy, sell,

service or distribute video gam ng machi nes. The term does not
i nclude a machi ne vendor or a manufacturer.

"Executive director.”™ The executive director of the Gam ng
Conmmi ssi on.

"Li censed establishnment."” A restaurant, bar, tavern, hotel
or club, which has a valid liquor, or malt or brewed beverage
| icense under the act of April 12, 1951 (P.L.90, No.21), known
as the Liquor Code.

"“Machi ne vendor."™ Any individual, partnership, association
or corporation, that:

(1) is licensed by the Gam ng Comm ssion; and
(2) owns, services and mai ntains video gam ng nmachi nes
for placenent in |licensed establishnments.

"Manuf acturer.” Any individual, partnership, association or
corporation, that is:

(1) Ilicensed by the Gam ng Comm ssion; and
(2) manufactures or assenbl es video gam ng nachi nes.
"Party officer." The follow ng nenbers or officers of any
political party:
(1) A nenber of a national commttee.
(2) A chairman, vice chairman, secretary, treasurer or
counsel of a Comonwealth comm ttee.
(3) A nenber of the executive commttee of a
Conmonweal th committ ee.

(4) A county chairman, vice chairman or counsel
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1 (5) A secretary or treasurer of a county commttee.

2 (6) A city chairman, vice chairman or counsel

3 (7) A secretary or treasurer of a city conmttee.

4 (8) A borough chairnman, vice chairman or counsel

5 (9) A secretary or treasurer of a borough commttee.

6 (10) A town chairman, vice chairman or counsel

7 (11) A secretary or treasurer of a town comittee.

8 (12) A township chairman, vice chairman or counsel

9 (13) A secretary or treasurer of a township conmttee.
10 "Public official.”" An elected or appointed official or

11 enployee in the executive, |legislative or judicial branch of the
12 Commonweal th or a political subdivision. The term does not

13 include any of the follow ng:

14 (1) A nenber of an advisory board which has no authority
15 to expend public funds other than reinbursenent for personal
16 expense or to otherw se exercise the power of the

17 Commonweal th or a political subdivision.

18 (2) An appointed official who receives no conpensati on
19 ot her than rei nbursement for actual expenses.
20 "State Lottery." The lottery established and operated under
21 the act of August 26, 1971 (P.L.351, No.91), know as the State
22 Lottery Law
23 "Vi deo gam ng nachine.” A device or machine:
24 (1) which, upon insertion of a coin or currency, wll
25 play or sinmulate the play of a video keno gane authorized by
26 t he Gam ng Comnm ssi on;
27 (2) which utilizes a video display and m croprocessors;
28 and
29 (3) in which, by the skill of the player or by chance,
30 the player may receive free ganes or credits which may be
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redeened for cash
Section 3. Conmi ssion.
An i ndependent conm ssion to be known as the Gam ng

Commi ssion is established. The conmmi ssion shall not be

1
2
3
4
5 considered either an executive agency or an independent agency
6 for the purpose of the act of Cctober 15, 1980 (P.L.950,

7 No.164), known as the Conmonwealth Attorneys Act, but shal

8 possess the same status for such purpose as the Auditor Ceneral,
9 the State Treasurer and the Pennsylvania Public UWility

10 Conmi ssi on.

11 Section 4. Conposition and governance of conm ssion.

12 (a) Conposition.--

13 (1) The conm ssion shall consist of the follow ng

14 menbers:

15 (i) Three appointed by the Governor. Appointnents

16 under this subparagraph, other than initial appointnents,
17 shall conply with section 207.1(d) of the act of April 9,
18 1929 (P.L.177, No. 175), known as The Adm nistrative Code
19 of 1929.

20 (ii) One appointed by the President pro tenpore of
21 t he Senate.

22 (iii) One appointed by the Mnority Leader of the

23 Senat e.

24 (iv) One appointed by the Speaker of the House of

25 Represent ati ves.

26 (v) One appointed by the Mnority Leader of the

27 House of Representatives.

28 (2) The appointing authorities shall appoint each of the
29 initial nmenbers of the comm ssion within 30 days of the

30 effective date of this section.
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(b) Ternms of office.--

(1) For nenbers under subsection (a)(1)(i):

(1) Except as set forth in subparagraph (ii), terns
shall be three years.

(i) Initial appointnments shall be for ternms of two
years.

(2) For nenbers under subsection (a)(2), terns shall be
for two years.

(3) A conmi ssioner nay not serve for nore than two
terns, consecutively or otherw se.

(c) Vacancies.--Vacancies in the comm ssion occurring
ot herwi se than by expiration of termshall be filled for the
unexpired termin the same manner as origi nal appoi ntnents.

(d) Qualifications.--Comm ssioners nust neet the follow ng
requirenents:

(1) A conmi ssioner nust be a United States citizen and
resi dent of this Conmonwealt h.

(2) A conmi ssioner nust not hold el ective or appointed
office in the executive, |legislative or judicial branch of
t he Commonweal th or a political subdivision.

(3) A conmi ssioner nust not be a party officer

(4) A conmi ssioner nust not, during the period
comenci ng two years prior to the appointnent, have held a
direct or indirect interest in a person |icensed by or
subject to regulation by the conmm ssion.

(5) A conmi ssioner nust not have any direct or indirect
financial interest in a gamng activity regul ated by the
commi ssion or in a person holding a |icense awarded by the
commi ssion. A nenber of the comm ssioner's fam |y nust not

have such an i nterest.
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(6) A conm ssioner nust not have been convicted of any
crime, excluding sumrary convictions.

(e) Oficers.--The Governor shall designate one conm ssioner
to serve as chairman of the comm ssion. The conm ssion shal
select fromits menbership a vice chairman and what ever ot her
of ficers the comm ssion deens necessary.

(f) Gath of office.--

(1) Before entering upon the duties of conm ssioner, a
conmmi ssi oner nust swear or affirmall of the foll ow ng:

(1) The conm ssioner is not financially interested
in a person holding a |icense issued by the conm ssion or
subject to regulation by the conmm ssion.

(ii) The comm ssioner will abide by:

(A this act;
(B) regulations pronul gated by the comm ssion;
and
(C all statutory and regul atory provisions which
apply to the conmm ssi on.
(2) The oath or affirmation shall be filed in the office

of the Secretary of the Commonweal t h.

(g) Renoval.--A comm ssioner may be renoved fromoffice by
the authority that appointed the comm ssioner, regardless of an
unexpi red term of appoi ntnent, for inconpetency, m sconduct,
willful neglect of duty or other conduct evidencing unfitness
for the office. This subsection includes violation of the oath
of office.

(h) Conpensation and expenses.--A conmm ssioner shall receive
a salary of $95,000 per year and shall receive rei nbursenent for
actual and necessary expenses in perform ng the business of the

conmi ssi on.
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Section 5. Meetings.

(a) Regular and special neetings.--Regular and speci al
neeti ngs of the conm ssion may be held at the discretion of the
commi ssion and at times and places it deens convenient. At |east
one regul ar neeting shall be held each nonth.

(b) Open neetings.--Except as set forth in section 10, the
provisions of 65 Pa.C.S. Ch. 7 (relating to open neetings) shal
apply to the comm ssion. Meetings nmay be cl osed.

(c) Voting requirenents. --

(1) Four comm ssioners constitute a quorum
(2) An action of the conmm ssion nust be taken by:
(1) a mjority of the comm ssioners; and
(ii) in no event, fewer than four conmm ssioners.
Section 6. Ethics.

(a) Code of ethics.--The commi ssion shall adopt a code of
ethics for comm ssioners, enployees and agents and shall provide
that none of these individuals are permtted to engage in gam ng
activities in an establishnment |icensed by the conm ssion,
except in the course of an individual's duties. An individual
who has served as a conm ssioner may not accept enploynment from
a person licensed by the conmi ssion for a period of two years
after termnation of duties as a conmm ssioner.

(b) Statutes applying to commi ssion.--The comm ssion, its
menbers and all of its enpl oyees are subject to 65 Pa.C. S. Ch.
11 (relating to ethics standards and financial disclosure) and
the act of July 19, 1957 (P.L.1017, No.451), known as the State
Adverse Interest Act. If there is a conflict between a provision
of this act and a provision of either 65 Pa.C.S. Ch. 11 or the
State Adverse Interest Act, the provision requiring the nore

restrictive conduct shall control.
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Section 7. Powers and duties.

(a) GCeneral rule.--Except as provided in subsection (b), the
conmm ssion has jurisdiction over and shall supervise, |icense
and regul ate gamng activities in this Comonweal th as provided
in this and any other statute.

(b) Exceptions.--The powers and duties of the conm ssion
under this section do not include any of the follow ng:

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

(2) Bingo as authorized under the act of July 10, 1981
(P.L.214, No.67), known as the Bingo Law.

(3) Small ganmes of chance as authorized by the act of
Decenber 19, 1988 (P.L.1262, No. 156), known as the Local
Option Smal |l Ganmes of Chance Act.

(c) Horse racing.--The act of Decenber 17, 1981 (P.L.435,

No. 135), known as the Race Horse Industry Reform Act shal
continue to apply to pari-nmutuel betting on the outcone of horse
racing. The State Horse Raci ng Conm ssion and the State Harness
Raci ng Comm ssion are transferred fromthe Departnent of
Agriculture and established as adm nistrative conm ssions within
t he comm ssion. They shall continue to exercise i ndependent
jurisdiction over pari-nmutuel betting on the outcone of horse
racing in this Cormonweal th, but any other form of gam ng
conducted at facilities subject to their jurisdiction shall be
i censed, supervised and regul ated by the comm ssion. This
transfer does not affect either conm ssion's personnel,
appropriations, allocations, docunents, records, equipnent,
mat eri al s, powers, duties and obligations.

(d) Specific functions.--The com ssion has the foll ow ng

20030H1334B1797 - 9 -



1 powers and duties:

2 (1) To investigate and determine the eligibility of

3 applicants for licenses and to sel ect from anong conpeti ng

4 applicants the applicant or applicants which best serve the
5 interests of the citizens of this Commonweal t h.

6 (2) To regulate and adopt standards for all gam ng

7 activities in this Comonweal th, including video ganm ng as

8 authorized in this act.

9 (3) To maintain accurate and conpl ete records of the

10 proceedi ngs of the comm ssion and to certify the records as
11 appropriate. Except as set forth in section 10, the act of

12 June 21, 1957 (P.L.390, No.212), referred to as the Right-to-
13 Know Law, shall apply to the comm ssion.

14 (4) To levy and collect application fees and |license

15 fees and to inpose fines and penalties for violations of this
16 act or regul ations of the comm ssion. Mney coll ected under
17 this paragraph shall be paid to the State Treasury through
18 the comm ssion for the use of the conm ssion as provided in
19 this or any other act.
20 (5) To enforce the civil provisions of this or any other
21 act conferring jurisdiction on the conmm ssion.
22 (6) To cooperate with and assi st the Pennsylvania State
23 Police, the Attorney General and the various district
24 attorneys of this Commonweal th, who have primary
25 responsibility for the enforcenment of the crimnal provisions
26 of this and any other act conferring jurisdiction on the
27 conmi ssi on.
28 (7) To cooperate with the Departnment of Revenue in
29 adm nistering the collection of taxes for gamng activities
30 subject to the jurisdiction of the comm ssion, including

20030H1334B1797 - 10 -
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vi deo gam ng.

(8) To conduct hearings pertaining to civil violations
of this and any other act conferring jurisdiction on the
conmmi ssion or regul ations pronul gated by the conm ssion.

(9) To enhance the representation of mnority groups in
the operation of gam ng activities in this Conmonweal th and
t hrough ownershi p and operation of business activities
utilized by gam ng activities in this Conmonweal t h.

(10) To submt to the Governor and the General Assenbly
an annual report. The report shall include:

(i) A statenent of receipts and di sbursenents by the
commi ssi on.

(i1i) A statenment of special accounts or funds under
its control, an account of the comm ssion's actions.

(ii1) Any other information which the comm ssion
deens significant or which the Governor and the Ceneral

Assenbly may request.

(11) To take action it deens appropriate to achieve the
pur poses of this act and any other act over which it has
jurisdiction.

(12) To promnul gate regul ati ons necessary:

(i) to achieve the purposes of this act and any
ot her act conferring jurisdiction on the conm ssion; or
(i1i) for the protection of the:
(A) health, safety, norals and general welfare
of the citizens of this Commonweal th; and
(B) reputation of the Commonweal th's gam ng
i ndustry.
(13) To classify licenses and financial reporting

requi renents for |icensees.

20030H1334B1797 - 11 -
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(14) To approve, where appropriate, internal control
procedures for licensees that are within accepted industry
st andar ds.

(15) To conduct audits of |icensees.

(16) To prescribe in conjunction with the Departnent of
Revenue the manner of conputing and coll ecting taxes on
gam ng activities subject to the jurisdiction of the
commi ssi on.

(17) To require an applicant for a license or a finding
of suitability under this or any other act conferring
jurisdiction on the conmi ssion to pay the costs of a
background investigation which are not covered by the
application fee.

(18) To require an applicant for a license or a finding
of suitability to provide fingerprints and to bear the costs
associated with the search and classification of the
fingerprints.

(19) To enter offices, facilities and other places of
busi ness of a licensee to obtain evidence of conpliance or
nonconpl i ance with and to enforce the provisions of this act
and any other act conferring jurisdiction on the conm ssion.

(20) To investigate alleged violations of this act and
any other act conferring jurisdiction on the conm ssion or
conmmi ssion regul ations, orders or decisions. In the course of
an investigation under this paragraph, the comm ssion has the
power and duty to copy, seize and inpound books and records
of operations, supplies, equipnent, cash boxes, counting
roons, ganes or gam ng devi ces.

(21) To take appropriate disciplinary action against a

licensee for a violation or refer the matter to the

20030H1334B1797 - 12 -
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appropriate | aw enforcenent agency.

(22) To inpose civil fines and penalties for violations
of this act and any other act conferring jurisdiction on the
commi ssi on.

(23) To issue subpoenas requiring the attendance of
wi t nesses and the production of docunments, to appoint hearing
officers and to adm nister oaths and affirmations to
Wi tnesses, as required to adm nister and enforce this act and
any other act conferring jurisdiction on the conm ssion.

(24) To prescribe, where necessary, the manner and
nmet hod of al cohol and drug testing for enployees of the
commi ssion and for persons enployed in connection with gam ng
activities.

(25) To issue orders in accordance with this act and any
ot her act conferring jurisdiction on the comm ssion and
regul ati ons promul gated by the comm ssion, granting,
revoki ng, suspending, limting or making conditional a
license or finding of suitability made by the comm ssion.

(26) To suspend a license or finding of suitability
i ssued under this act or any other act conferring
jurisdiction on the conm ssion upon notice and heari ng.

(27) To delegate to the executive director and staff of
t he conm ssion the execution of functions under this act or
any other act conferring jurisdiction on the conm ssion for
t he purpose of adm nistering and enforcing this or any other
act conferring jurisdiction on the commssion and its
regul ati ons. Del egation under this paragraph shall be in
accordance with standards established by the conm ssion and
the aws of this Comobnweal t h.

(28) To develop and inplenment forms to be used for the
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pur poses of this act and any other act conferring
jurisdiction on the conm ssion.

(29) To adopt and use a seal.

(30) To sue and be sued.

(31) To enter into contracts and other instrunents
necessary or convenient for the conduct of its business and
t he exercise of the powers of the conm ssion.

(32) To retain counsel and auditors to render
pr of essi onal services as the conm ssion deens appropri ate.
The conmm ssion, through its |egal counsel after consultation
with the Attorney Ceneral, shall defend actions brought
agai nst the conmi ssion or its nenbers, officers, officials
and enpl oyees when acting within the scope of their official
duti es.

(33) To acquire, hold and transfer a franchise, |icense
or property right or interest, as necessary or convenient to
i npl enment this act and any other act conferring jurisdiction
on the comm ssi on.

(34) To enter into contracts for individual or group
i nsurance and to contribute to retirenment plans for the
benefit of its enployees and to enroll its enployees in an
existing retirenment system of a governnent agency.

(35) To take any other action reasonable or appropriate
to inplenent and enforce this act and any ot her act
conferring jurisdiction on the comm ssion and com ssi on
regul ati ons, orders and deci si ons.

(36) To enploy an executive director, deputies,
secretaries, officers and representatives as necessary. These
i ndi vidual s shall serve at the conm ssion's pleasure.

(37) To enploy other enployees as the commi ssion sees

20030H1334B1797 - 14 -



fit and to prescribe their duties and conpensati on.
Section 8. Executive director.

(a) Appointnment.--The comm ssion shall appoint an executive
director, who shall serve at the pleasure of the conm ssion.

(b) Qualifications.--The executive director nmust conply with
all of the follow ng:

(1) Have at least ten years of responsible
adm ni strative experience in public or business
adm ni strati on or possess broad and recogni zed nanagenent
skills.

(2) Meet the qualification criteria and be subject to
the disqualification criteria as required of comm ssioners
under section 4(d) and (9).

(3) Make the oath or affirmati on under section 4(f).

(4) Devote full time and attention to the duties
assigned under this act and any other act conferring
jurisdiction on the conm ssion and not hold any ot her
enpl oynent .

(c) Background investigation.--The Pennsylvania State Police
shal | conduct a thorough background investigation of any person
under consideration for the position of executive director prior
to appoi ntnent and provide the results of the investigation to
t he conmi ssi on.

(d) Salary.--The annual salary and ot her conpensation of the
executive director shall be set by the comm ssion.

(e) Functions.--The executive director has the follow ng
powers and duti es:

(1) To maintain comm ssion records and preserve
appl i cations, records, books and ot her docunents submtted to

the conm ssion or entrusted to its care.
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(2) To administer the provisions of this act and any
ot her act conferring jurisdiction on the comm ssion and the
regul ations of the comm ssion relating to the confidentiality
and di scl osure of docunents and information.

(3) To hire personnel necessary to inplenment and
acconplish the purposes of this act and any ot her act
conferring jurisdiction on the conmm ssion.

(4) To develop a conm ssion budget to be approved by the
commi ssi on.

(5) To sign contracts on behalf of the conm ssion which
t he comm ssion has approved.

(6) To make purchases authorized by the comm ssion.

(7) To do other things assigned by the conm ssion.

Section 9. Crimnal history informtion.

When the comm ssion is authorized or required to consider an
applicant's crimnal history, the conm ssion shall initiate a
crimnal history record investigation to obtain information in
t he possession of the Pennsylvania State Police or the Federal
Bureau of Investigation or other relevant | aw enforcenent
agenci es. The Pennsylvania State Police shall be authorized to
and shall provide at the conm ssion's request infornmation
concerning crimnal charges filed against an applicant for or
hol der of a license issued by the comm ssion. The comm ssion
shal |l use the information obtained as a result of an
i nvestigation under this section in determning the eligibility
of a person for a license or a finding of suitability. The
applicant shall be responsible for the paynment of all costs
incurred for the investigation which are not covered by the
application fee.

Section 10. Exenptions to disclosure rules.

20030H1334B1797 - 16 -



(a) GCeneral rule.--The comm ssion is not required to
di scl ose information the disclosure of which woul d:

(1) not be required by the act of June 21, 1957
(P.L.390, No.212), referred to as the Right-to-Know Law, or

(2) be prohibited by the statutes, regulations or
i nt ergover nnent al agreenent.

(b) Confidential information.--

(1) Except as set forth in subsection (a) or paragraph
(2), notw thstandi ng any provision of the Right-to-Know Law,
t he comm ssion shall not except subject to a court order or
with the prior witten consent of a |licensee or applicant and
after notice disclose infornmation or data required under this
act or any other act conferring jurisdiction on the
conmmi ssion or regulations of comm ssion to be designated and
mai nt ai ned as confidential .

(2) Paragraph (1) does not apply if there is:

(i) a court order; or
(i) witten consent of the subject |icensee or
appl i cant.

(c) Categories of confidential information.--The follow ng
types of docunents or information concerning an applicant or a
I i censee shall be designated and nmintai ned as confidenti al
pursuant to this section:

(1) Financial information. This paragraph includes
statenments, audits and financing applications, offering
menor anda, pl acenent docunents and purchase agreenents.

(2) WMarketing information, business plans and
proprietary information, including trade secrets.

(3) Investigatory materials devel oped by or provided to

t he comm ssion during an investigation of an applicant for or
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hol der of a license or a finding of suitability.
Section 11. Administrative procedures.

The provisions of 2 Pa.C.S. Ch. 7 Subch. A (relating to
judicial review of Cormonweal th agency action) apply to orders
of the comm ssion.

Section 12. Video gam ng.

The comm ssion shall provide for video gaming at |icensed
establishments. Wth the exception of tickets indicating credits
won, which are redeemabl e for cash, no nmachine may directly
di spense coins, cash, tokens or anything el se of val ue.

Section 13. Licensing.

(a) Background investigation; application fee.--The
commi ssion shall conduct a background investigation of an
applicant for a manufacturer's, distributor's, or machine
vendor's license as to personal and business character, honesty
and integrity. An applicant nust pay a nonrefundabl e application
fee of $5,000. The investigation may utilize information on the
appl i cant conpiled by the Pennsylvani a Liquor Control Board. The
i nvestigation includes the foll ow ng:

(1) An examnation of crimnal or civil records.

(2) An exam nation of personal, financial or business
records. This paragraph includes tax returns, bank accounts,
busi ness accounts, nortgages and contracts, to which the
license applicant is a party or has an interest.

(3) An exam nation of personal or business relationships
whi ch:

(i) include a partial ownership or voting interest
in a partnership, association or corporation; and
(ii) bear on the fitness of the applicant for

i censure.
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1 (b) Production of information.--An applicant to becone a

2 |licensee nust produce information, docunmentation and assurances
3 as required by the commi ssion. This subsection includes the

4 follow ng:

5 (1) Each license applicant nust:

6 (i) <consent in witing to and provide for the

7 exam nation of financial and business accounts, bank

8 accounts, tax returns and related records, in the

9 applicant's possession or under the applicant's control
10 whi ch establish by clear and convinci ng evidence the

11 financial stability, integrity and responsibility of the
12 i cense applicant; and

13 (1i) authorize all third parties in possession or
14 control of accounts or records under subparagraph (i) to
15 allow for their exam nation as deened necessary by the
16 commi ssion i n conducting background investigations.

17 (2) Each license applicant nust disclose on the

18 application formany crimnal convictions for offenses graded
19 above summary of fenses covering the ten-year period
20 i mredi ately preceding the filing of the application. The
21 | icense applicant nust also include on the application form
22 any convictions of the ganbling |aws of any jurisdiction.
23 (3) If the license applicant has conducted a gam ng
24 operation in a jurisdiction which permts such activity, the
25 i cense applicant nust produce letters of reference fromthe
26 gam ng or casino enforcenent or control agency which specify
27 t he experiences of the agency with the |license applicant, the
28 Iicense applicant's associates and the |license applicant's
29 gam ng operations. If the license applicant is unable to
30 obtain these letters within 60 days of the request, the
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Iicense applicant nay submt a copy of the letter requesting
the information together with a statenment under oath or
affirmation that, during the period activities were
conducted, the license applicant was in good standing wth

t he appropriate ganbling or casino enforcenment contro

agency.

(4) Each license applicant must provide information,
docunent ati on and assurances as required by the comm ssion to
establish by clear and convincing evidence the |icense
applicant's good character, honesty and integrity.

I nformati on under this paragraph may relate to famly,

habits, character, reputation, business affairs, financial

affairs, business associ ates, professional associates and

per sonal associ ates, covering the ten-year period inmediately

preceding the filing of the application.

(c) Third party disclosure.--Each |icense applicant nust
accept any risk of adverse public notice, enbarrassnent,
criticism damages or financial |oss, which may result from
di scl osure or publication by a third party of material or
i nformati on requested by the conm ssion pursuant to action on an
application. The license applicant expressly nust waive a claim
agai nst the conm ssion, executive director or the Comobnweal th
and its enpl oyees from danages as a result of disclosure or
publication by a third party.

(d) Hearing upon denial.--A person that is denied a |icense
has the right to a hearing before the comm ssion in accordance
with the provisions of 2 Pa.C.S. Ch. 5 Subch. A (relating to
practice and procedure of Commonweal th agencies) and Ch. 7
Subch. A (relating to judicial review of Comonweal th agency

action).
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1 (e) Sole proprietor vendor.--A sole proprietor vendor mnust
2 conply with all of the follow ng:

3 (1) Be a resident of this Commonwealth for at |east two
4 years prior to application for a |icense.

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

6 comunity.

7 (3) Be at least 18 years of age.

8 (4) Be current in the paynent of all taxes, interest and
9 penalties owed to the Commonweal th and political

10 subdi vi sions. This paragraph excludes itens under formal

11 di spute or appeal under applicable |aw.

12 (5) Denonstrate sufficient financial resources to

13 support the activities required to place and service video
14 gam ng nachi nes.

15 (f) Partnership vendors.--Partnership vendors nust conply
16 with all of the follow ng:

17 (1) Be current in the paynment of taxes, interest and
18 penalties owed to the Commonweal th and political

19 subdi vi sions. This paragraph excludes itens under formal
20 di spute or appeal under applicable |aw.
21 (2) Denonstrate sufficient financial resources to
22 support the activities required to place and service video
23 gam ng nachi nes.
24 (3) Have each partner be:
25 (i) of good noral character and reputation in the
26 comunity;
27 (i1i) at least 18 years of age; and
28 (iti1) aresident of this Cormonwealth for at |east
29 two years prior to application for a license.
30 (4) At all tinmes subsequent to licensing, a majority of
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1 the partnership ownership interest nust be held by residents
2 of this Comonweal t h.

3 (g) Association and corporate vendors.--Association or

4 corporate vendors nust conply with all of the foll ow ng:

5 (1) Be current in the paynment of taxes, interest and

6 penalties owed to the Commonweal th and political

7 subdi vi sions. This paragraph excludes itens under fornal

8 di spute or appeal under applicable |aw.

9 (2) Denonstrate sufficient financial resources to

10 support the activities required to place and service video
11 gam ng nachi nes.

12 (3) Have each sharehol der hol ding nore than 10% of the
13 stock of a corporation be:

14 (i) of good noral character and reputation in the
15 comunity;

16 (i) at | east 18 years of age; and

17 (iti1) aresident of this Cormonwealth for at |east
18 two years prior to application.

19 (h) Sole proprietor distributor.--A sole proprietor
20 distributor nmust conply with all of the follow ng:
21 (1) Be a resident of this Conmonwealth for at |east one
22 year prior to application.
23 (2) Be of good noral character and reputation in the
24 comunity.
25 (3) Be at least 18 years of age.
26 (4) Be current in the paynment of taxes, interest and
27 penalties owed to the Commonweal th and political subdivision.
28 Thi s paragraph excludes itens under formal dispute or appeal
29 under applicabl e | aws.
30 (5) Denonstrate sufficient financial resources to
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support the activities required to sell and service video

gam ng nmachi nes.

(1) Partnership distributors.-- Partnership distributors
must conply with all of the follow ng:

(1) Be current in the paynment of taxes, interest and
penalties owed to the Commonweal th and political
subdi vi sions. This paragraph excludes itens under formal
di spute or appeal under applicable |aw.

(2) Denonstrate sufficient financial resources to
support the activities required to sell and service video
gam ng nachi nes.

(3) Have each partner be:

(i) of good noral character and reputation in the
comunity;

(i1i) at least 18 years of age; and

(iti1) aresident of this Cormonwealth for at |east

one year prior to application.

(4) At all tinmes subsequent to licensing, a majority of

the partnership ownership interest nust be held by residents

of this Commopnweal t h.

(j) Association and corporate distributors.--Association or

corporate distributors nust conply with all of the foll ow ng:
(1) Be current in the paynment of taxes, interest and
penalties owed to the Commonweal th and political
subdi vi sions. This paragraph excludes itens under formal
di spute or appeal under applicable |aw.
(2) Denonstrate sufficient financial resources to
support the activities required to sell and service video

gam ng nachi nes.

(3) Have each sharehol der hol ding nore than 10% of the
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1 stock of a corporation be:

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

3 comuni ty;

4 (i1i) at least 18 years of age.

5 (4) For at |least one year imediately prior to

6 appl i cation, have nmintai ned and operated a coi n nachine

7 di stributorship office and sales staff within this

8 Commonweal th. This paragraph does not apply to an associ ation
9 di stri butor.

10 (k) Sole proprietor manufacturers.--A sole proprietor

11 manufacturer nmust conply with all of the follow ng:

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

13 comunity.

14 (2) Be at least 18 years of age.

15 (3) Be current in the paynment of taxes, interest and

16 penalties owed to the Conmmonweal th and political

17 subdi vi sions. This paragraph excludes itens under formal

18 di spute or appeal under applicable |aw.

19 (4) Denonstrate sufficient financial resources to
20 support the activities required to manufacture and sell video
21 gam ng machi nes through a |licensed distributor.
22 (1) Partnership manufacturers.--Partnership manufacturers
23 nmust conply with all of the follow ng:
24 (1) Be current in the paynment of taxes, interest and
25 penalties owed to the Commonweal th and political
26 subdi vi sions. This paragraph excludes itens under formal
27 di spute or appeal under applicable |aw.
28 (2) Denonstrate sufficient financial resources to
29 support the activities required to manufacture and sell video
30 gam ng machi nes through a licensed distributor.
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(3) Have each partner be:
(1) at least 18 years of age; and
(1i) of good noral character and reputation in the
comunity.
(m Association and corporate nmanufacturers.--Association or
corporate manufacturers nmust conply with all of the foll ow ng:

(1) Be current in the paynment of taxes, interest and
penalties owed to the Commonweal th and political
subdi vi si ons. This paragraph excludes itens under formal
di spute or appeal under applicable |aw.

(2) Denonstrate sufficient financial resources to
support the activities required to manufacture and sell video
gam ng machi nes through a licensed distributor.

(3) Have each sharehol der hol ding nore than 10% of the
stock of the corporation or association be:

(i) of good noral character and reputation in the
comunity; and
(i1i) at least 18 years of age.
Section 14. Licensed establishnment |icense.
The conmm ssion shall issue a license to any |icensed
establ i shment upon a showing that its |iquor or retai
di spensers license is valid and is in good standing with the
Pennsyl vani a Li quor Control Board. The annual fee for a |licensed
establ i shnent shall be $500 per video gam ng machi ne.
Section 15. Limtations on |licensed establishnents.
Li censed establishnents shall be subject to the follow ng
[imtations:

(1) No licensed establishment nay have nore than five

vi deo gam ng nmachines. A licensed establishnment which

requests a video gam ng machi ne nmust receive one nachine
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before any other licensed establishnment receives second or

subsequent machi nes.

(2) No applicant nmay hold nore than one type of |icense
aut hori zed by this act.

(3) Each licensee is responsible for paynment of its
license fee. Paynent of the fee by a person, partnership or
corporation other than the |icensee is prohibited.

Section 16. Central conmunications system

The comm ssion shall establish and procure a central
comuni cati ons system capabl e of nonitoring and comruni cati ng
with each Iicensed video gam ng machi ne. The conm ssion may, by
agreenent between the commi ssion and the Pennsyl vania State
Lottery, utilize the central communications systemutilized by
the State Lottery. Al |icensed video gam ng nachi nes nust be
linked to the central communi cations systemeither at the
conmmi ssion or, by agreenent between the comm ssion and the
Pennsyl vania State Lottery, at the Pennsylvania State Lottery.
Section 17. Video gam ng machi ne prototype.

The comm ssion shall devel op a prototype video gam ng nachi ne
whi ch includes hardware and software specifications. These
speci fications shall include:

(1) Al nmachines nust have the ability to interact with
the central conmuni cations system

(2) Unrenovable identification plates shall appear on
the exterior of the machine containing the nanme of the
manuf acturer and the serial and nodel nunber of the machi ne.

(3) Rules of play shall be displayed on the machine face
or screen as pronul gated by the conm ssion.

(4) A video gam ng nachine may not directly dispense

coi ns, cash, tokens or any other article of exchange or val ue
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except for tickets. Such tickets shall be di spensed by

pressing the ticket dispensing button on the machine at the

end of one's turn or play. The ticket shall indicate the
total amount of credits and the cash award, and the player
shall turn in this ticket to the appropriate person at the

i censed establishnment to receive the cash award. The cost of

the credit shall be $.25, and the nunber of credits played

per game shall not exceed ten

(5) No cash award for any individual gane may exceed
$1, 000.

(6) Al video gam ng nmachi nes nust be designed and
manufactured with total accountability, to include gross
proceeds, net profits, w nning percentages and any ot her
i nformati on the comm ssion requires.

(7) Each machine shall pay out a m ninum of 80% of the
anount wager ed.

Section 18. Fees.

(a) Vendors license and fee.--The annual fee for a machine
vendors |icense shall be $25,000 for the first 50 video gam ng
machi nes and an additional $500 per video gam ng machine |icense
in excess of 50. A machine vendor |icense permts the vendor to
sell video gam ng machines to another |icensed nachi ne vendor or
l'i censed distributor.

(b) Distributor's license fee.--The annual fee for a
distributor's license shall be $25, 000.

(c) Manufacturer's |license fee.--The annual fee for a
manuf acturer's |icense shall be $25, 000.

Section 19. Unlawful use by m nors.
(a) Mnors.--No individual under 21 years of age may use or

play a video gam ng nachi ne. An individual who violates this
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subsection commts a sunmary of f ense.

(b) Licensees.--

(1) A licensed establishnent may not, regardl ess of
knowl edge or intent, permt an individual under 21 years of
age to play or use a video gam ng nachi ne.

(2) A licensed establishnment that violates this
subsection comrits a m sdeneanor of the second degree.

(3) The establishnent of any of the following facts
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

(ii) The appearance of the m nor was such that an
ordi nary person of prudent judgnment woul d believe the

m nor to be 21 years of age or ol der

Section 20. |nducenents prohibited.

(a) GCeneral rule.--A video gam ng nmachi ne owner nay not
of fer or give any type of inducenent or incentive to a |licensed
establishment to secure a machi ne pl acenent agreenent.

(b) Definition.--As used in this section, the term
"inducement” or "incentive" means consideration froma |icensed
machi ne vendor to a licensed establishment owner as an
enticenent to solicit or maintain the |icensed establishment
owners business. The termincludes cash, gifts, |oans, and
prepaynment of comm ssions.

Section 21. Illegal activities.

A person may not sell, distribute, service, own, operate or
pl ace on | ocation a video gam ng nmachi ne unl ess the person is
Iicensed pursuant to this act and is in conpliance with al
requirenents of this act.

Section 22. Di stribution of funds.
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(a) Video Gami ng Account.--There is established a separate
account in the State Treasury to be known as the Video Gam ng
Account. Fees and fines under this act and the Conmonweal t h
portion of net profits under subsection (b)(2)(iii) shall be
deposited in the account.

(b) Distribution of net profits.--

(1) Net profits shall be cal cul ated by subtracting cash
awards fromthe total consideration played on the machine.

(2) The net profits fromeach video gam ng machi ne shal
be distributed in the follow ng manner:

(i) 30%to the licensed establishnent.
(i) 30%to the licensed vendor.
(1iit) 40%to the account.

(c) Conmi ssion funding.--The comm ssion shall derive al
funding for it operations related to the establishnent,
enf orcenent and operation of video gam ng fromthe account.
After June 30, 2003, and before July 1, 2005, funding under this
subsection may not exceed 15% of the total annual revenue of the
account. After June 30, 2005, funding under this subsection nmay
not exceed 7.5% of the account's total annual revenue.

(d) Paynents to municipalities.--

(1) The conmm ssion shall pay each municipality fromthe
account $1, 000 per licensed nachine |located in the
muni ci pality to each nunicipality.

(2) The conm ssion nay provide grants to nunicipalities
for the purpose of defraying the costs of |ocal enforcenent
of the provisions of this act, including enforcenent
activities related to operation and use of illegal gam ng
devi ces. The total of annual grants under this paragraph

shall not exceed 1% of the annual revenue of the account.
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(e) Purposes of account.--An annual m ni mum bal ance of
$2, 000, 000 shall be maintained in the account. Money in excess
of this amobunt at the end of each fiscal year shall be equally
distributed to the General Fund and the State Lottery Fund. The
portion distributed to the General Fund shall be used for the
pur pose of | ocal property tax reduction.

(f) Funding for conpul sive ganbling prograns.--The
conmi ssion shall allocate fromthe account at |east $1, 000, 000
annual ly for the purpose of treating conpul sive ganbling in this
Comonweal t h. Approxi mately $500, 000 shoul d be earnarked for
treatment; and the renmainder directed toward prevention,
education, training, research and intervention.

(g) Continuous appropriation.--The noney in the account is
continuously appropriated to the account and shall not |apse at
the end of any fiscal year.

Section 23. Preenption of |ocal taxes and |icense fees.

(a) Statutes.--Video gam ng nmachi nes shall be exenpt from
taxes | evied under the foll ow ng:

(1) The act of August 5, 1932 (Sp. Sess., P.L.45, No.45),
referred to as the Sterling Act.

(2) The act of Decenber 31, 1965 (P.L.1257, No.511),
know as The Local Tax Enabling Act.

(3) 53 Pa.C.S Pt.lIl Subpt. E (relating to honme rule
and optional plan governnent).

(4) Any statute which confers taxing authority to a
political subdivision

(b) Licensing fees.--

(1) Video gam ng nachines are exenpt fromloca
| i censing fees.

(2) Local licensing fees inposed on all other coin-
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oper at ed armusenent nachi nes shall not exceed $150.
Section 24. Exenption from State gam ng | aws.

Vi deo gam ng nmachi nes aut horized under this act and their use
as aut horized under this act are exenpt from18 Pa.C. S. § 5513
(relating to ganbling devices, ganbling, etc.).

Section 25. Exenption from Federal regul ation.

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

Section 59. Appropriation.

The sum of $ , or as much thereof as may be necessary, is
her eby appropriated to the Gami ng Conmm ssion for the fiscal year
July 1, 2003, to June 30, 2004, to carry out the provisions of
this act.

Section 60. Effective date.

This act shall take effect in 60 days.
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