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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 422 5%

| NTRODUCED BY COSTA, CAWLEY, DeLUCA, PALLONE, BEBKO- JONES,
CALTAG RONE, CRUZ, DALEY, DeWEESE, FABRIZI O GERCELY,
GOCDVAN, JAMES, LaGROITA, PRESTON, SANTONI, STABACK, THQOVAS,
WANSACZ, GRUCELA, KOTI K, PISTELLA, SAI NATO SHANER, SURRA,
WALKO AND YOUNGBLOOD, FEBRUARY 14, 2005

REFERRED TO COWM TTEE ON TOURI SM AND RECREATI ONAL DEVELOPMENT,
FEBRUARY 14, 2005
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AN ACT

Amrending Title 4 (Arusenents) of the Pennsylvani a Consol i dated

Statutes, providing for video gam ng; establishing the Video

Gam ng Account; and reorgani zing State offices.

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

Section 1. Title 4 of the Pennsylvani a Consol i dated Statutes
i s amended by adding a chapter to read:

CHAPTER 17
VI DEO GAM NG

Sec.
1701. Definitions.
1702. (Reserved).
1703. (Reserved).
1704. (Reserved).
1705. (Reserved).

1706. (Reserved).



1 1707. (Reserved).

2 1708. (Reserved).

3 1709. (Reserved).

4 1710. Video gam ng.

5 1711. Licensing of manufacturers, distributors and

6 vendor s.

7 1712. Licensed establishnent |icense.

8 1713. Limtations on |licensed establishnents.

9 1714. Central communi cations system

10 1715. Video gam ng nachi ne prototype.

11 1716. Fees.

12 1717. Unlawful use by m nors.

13 1718. Inducenents prohibited.

14 1719. Illegal activities.

15 1720. Establishnent of account; distribution of funds.

16 1721. Preenption of |local taxes and |license fees.

17 1722. Exenption from State gam ng | aws.

18 1723. Exenption from Federal regul ation.

19 § 1701. Definitions.
20 The foll ow ng words and phrases when used in this chapter
21 shall have the neanings given to themin this section unless the
22 context clearly indicates otherw se:
23 "Account." The Video Gam ng Account established in section
24 1720 (relating to establishment of account; distribution of
25 funds).
26 "Board nmenber." A nenber of the Pennsylvania Gam ng Control
27 Board.
28 “Chairman." The chairman of the Pennsylvania Gami ng Contro
29 Board.
30 " Coi n-oper at ed anusenment nachine.” A nmachine that requires
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the insertion of a coin, currency or tokens to play or activate

an amusenent game or nusi c nachi ne.

"Distributor.”™ Any individual, partnership, association or
corporation, licensed by the Pennsylvania Gam ng Control Board
to buy, sell, service or distribute video gam ng machi nes. The

term does not include a machi ne vendor or a manufacturer.

"Gam ng board.” The Pennsyl vania Gam ng Control Board.

"Li censed establishnment."” A restaurant, bar, tavern, hotel
or club that has a valid liquor or malt or brewed beverage
license under Article IV of 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 Pennsylvania Gam ng Contr ol

Boar d; and

(2) owns, services and mai ntains video gam ng nmachi nes
for placenment in |licensed establishnments.

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

(1) is licensed by the Pennsylvania Gam ng Contr ol

Boar d; 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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(5) A secretary or treasurer of a county commttee.
(6) A city chairman, vice chairman or counsel
(7) A secretary or treasurer of a city conmttee.
"State Lottery." The lottery established and operated under
t he act of August 26, 1971 (P.L.351, No.91), know as the State
Lottery Law.
"Vi deo gam ng nachine.” A device or machine:
(1) that, upon insertion of a coin or currency, wll
play or sinmulate the play of a video poker, bingo, keno,
bl ackj ack or other ganme authorized by the Pennsylvania Gam ng
Cont r ol Board;
(2) that utilizes a video display and m croprocessors;
and
(3) in which, by the skill of the player or by chance,
the player may receive free ganes or credits that may be
redeened for cash
1702. (Reserved).
1703. (Reserved).
1704. (Reserved).
1705. (Reserved).
1706. (Reserved).
1707. (Reserved).
1708. (Reserved).
1709. (Reserved).

w w W W W W W W w

1710. Video gam ng.

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

§ 1711. Licensing of manufacturers, distributors and vendors.
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(a) Background investigation; application fee.--The gam ng
board shall conduct a background investigation of an applicant
for a manufacturer's, distributor's, or machi ne vendor's |icense
as to personal and busi ness character, honesty and integrity. An
appl i cant nmust pay a nonrefundabl e application fee of $5, 000.
The investigation may utilize information on the applicant
conpi |l ed by the Pennsylvania 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
|icense 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.

(b) Production of information.--An applicant to becone a
| i censee nust produce information, docunentation and assurances
as required by the gam ng board. This subsection includes the
fol | ow ng:

(1) Each license applicant nust:

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

exam nation of financial and business accounts, bank

accounts, tax returns and related records, in the

applicant's possession or under the applicant's control
that establish by clear and convincing evidence the

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

(1i) authorize all third parties in possession or
control of accounts or records under subparagraph (i) to
allow for their exam nation as deened necessary by the
gam ng board in conducting background investigations.

(2) Each license applicant nust disclose on the
application formany crimnal convictions for offenses graded
above summary of fenses covering the ten-year period
i mredi ately preceding the filing of the application. The
| icense applicant nust also include on the application form
any convictions of the ganbling |aws of any jurisdiction.

(3) If the license applicant has conducted a gam ng
operation in a jurisdiction that permts such activity, the
I icense applicant nust produce letters of reference fromthe
gam ng or casi no enforcenment or control agency that specify
t he experiences of the agency with the |icense applicant, the
Iicense applicant's associates and the |license applicant's
gam ng operations. If the license applicant is unable to
obtain these letters within 60 days of the request, the
license 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 enforcenent contro
agency.

(4) Each license applicant must provide information,
docunent ati on and assurances as required by the gam ng board
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,
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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 gam ng board pursuant to action on
an application. The license applicant expressly nust waive a
cl ai m agai nst the gam ng board or the Conmonwealth and its
enpl oyees from damages as a result of disclosure or publication
by a third party.

(d) Hearing upon denial.--A person who is denied a |license
has the right to a hearing before the gam ng board 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 Commonweal th agency
action).

(e) Sole proprietor vendors.--A sole proprietor vendor nust
conply with all of the follow ng:

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

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

(3) Be at least 18 years of age.

(4) Be current in the paynent of all 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.
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(5) Denonstrate sufficient financial resources to
support the activities required to place and service video
gam ng nachi nes.

(f) Partnership vendors.--Partnership vendors nust 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 place 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
two years prior to application for a license.

(4) At all tinmes subsequent to licensing, a majority of
the partnership ownership interest nust be held by residents
of this Commonweal t h.

(g) Association and corporate vendors.--Association or
corporate vendors nmust 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 place and service video

gam ng nachi nes.
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(3) Have each sharehol der hol ding nore than 10% of the

stock of a corporation be:
(i) of good noral character and reputation in the
comuni ty;
(i) at | east 18 years of age; and
(iti1) aresident of this Cormonwealth for at |east
two years prior to application.
(h) Sole proprietor distributors.--A sole proprietor
di stributor nust conply with all of the follow ng:

(1) Be a resident of this Conmonwealth for at |east one
year prior to application.

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

(3) Be at least 18 years of age.

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

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

(1) Partnership distributors.--Partnership distributors nust
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.
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1 (3) Have each partner be:

2 (i) of good noral character and reputation in the
3 comuni ty;

4 (i1i) at least 18 years of age; and

5 (iti1) aresident of this Cormonwealth for at |east
6 one year prior to application.

7 (4) At all tinmes subsequent to licensing, a majority of
8 the partnership ownership interest nust be held by residents
9 of this Comonweal t h.

10 (j) Association and corporate distributors.--Association or
11 corporate distributors nmust conply with all of the foll ow ng:
12 (1) Be current in the paynment of taxes, interest and
13 penalties owed to the Commonweal th and political

14 subdi vi sions. This paragraph excludes itens under formal

15 di spute or appeal under applicable |aw.

16 (2) Denonstrate sufficient financial resources to

17 support the activities required to sell and service video
18 gam ng nachi nes.

19 (3) Have each sharehol der hol ding nore than 10% of the
20 stock of a corporation be:
21 (i) of good noral character and reputation in the
22 comunity; and
23 (i1i) at least 18 years of age.
24 (4) For at |least one year imediately prior to
25 appl i cation, have naintai ned and operated a coi n nachine
26 di stributorship office and sales staff within this
27 Commonweal th. Thi s paragraph does not apply to an associ ation
28 di stributor.
29 (k) Sole proprietor manufacturers.--A sole proprietor

30 manufacturer nmust conply with all of the foll ow ng:
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(1) Be of good noral character and reputation in the
comunity.

(2) Be at least 18 years of age.

(3) 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.

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

(1) Partnership manufacturers.--Partnership manufacturers
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 manufacture and sell video
gam ng machi nes through a licensed distributor.

(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 sions. This paragraph excludes itens under formal
di spute or appeal under applicable |aw.

(2) Denonstrate sufficient financial resources to
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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.
§ 1712. Licensed establishment |icense.
The gam ng board 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.
§ 1713. Limtations on |licensed establishnents.
Li censed establishnents shall be subject to the follow ng
[imtations:
(1) No licensed establishment nay have nore than three
vi deo gam ng machines. A licensed establishnment which
requests a video gam ng machi ne nmust receive one nachine
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 chapter
(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.
§ 1714. Central communications system
The gam ng board 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 gam ng board may,
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by agreenent between the gam ng board and the Pennsylvania 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 gam ng
board or, by agreenent between the gam ng board and the

Pennsyl vania State Lottery, at the Pennsylvania State Lottery.

§ 1715. Video gam ng nachi ne prototype.

The gam ng board shall devel op a prototype video gam ng
machi ne that includes hardware and software specifications.
These specifications 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 nachi ne.

(3) Rules of play shall be displayed on the machine face
or screen as pronul gated by the gam ng board.
(4) A video gam ng nachine may not directly dispense

coi ns, cash, tokens or any other article of exchange or val ue

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
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manufactured with total accountability, to include gross

proceeds, net profits, w nning percentages and any ot her

i nformati on the gam ng board requires.

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

§ 1716. 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 l|icense permts the vendor to
sell video gam ng nmachines 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.

§ 1717. Unlawful use by mnors.

(a) Mnors.--No individual under 21 years of age may use or
play a video gam ng nachi ne. An individual who violates this
subsection commts a sunmary of f ense.

(b) Licensees.--

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

(3) The establishnent of any of the follow ng 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

20050H0422B0461 - 14 -



© 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

(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
§ 1718. I 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
owner's busi ness. The termincludes cash, gifts, |oans and
prepaynment of comm ssions.

§ 1719. 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
licensed pursuant to this chapter and is in conpliance with al
requi renents of this chapter
§ 1720. Establishnment of account; distribution of funds.

(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 chapter and the portion of
net profits under subsection (b)(2)(iii) and (iv) 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.
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(ii) 30%to the licensed vendor.

(1iit) 30%to the account.

(tv) 10%to the account to be returned to the
muni ci pality in which the video gam ng machine is
| ocat ed.

(c) Board funding.--The gam ng board shall derive al
funding for its operations related to the establishnent,
enf orcenent and operation of video gam ng fromthe account.

(d) Paynments to nmunicipalities.--In addition to the funds
di stri buted under subsection (b)(2)(iv) the follow ng shal
appl y:

(1) The gam ng board shall pay each municipality from

t he account $1,000 per licensed machine |ocated in the

muni ci pality to each nunicipality.

(2) The gam ng board nmay provide grants to

muni ci palities for the purpose of defraying the costs of

| ocal enforcenment of the provisions of this chapter,

i ncludi ng enforcenent activities related to operation and use

of illegal gam ng devices. The total of annual grants under

t his paragraph shall not exceed 1% of the annual revenue of

t he account.

(e) Funds namintained in account.--An annual m ni num bal ance
of $2,000, 000 shall be maintained in the account. Mney in
excess of this anpbunt at the end of each fiscal year shall be
distributed to the General Fund.

(f) Funding for conpul sive ganbling prograns.--The gam ng
board 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 remai nder directed toward prevention,
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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.

§ 1721. 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) The provisions of 53 Pa.C.S. Pt. Ill Subpt. E

(relating to home rule and optional plan governnent).

(4) Any statute that 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-
oper at ed armusenent machi nes shall not exceed $150.
§ 1722. Exenption from State gam ng | aws.

Vi deo gam ng machi nes aut horized under this chapter and their
use as authorized under this chapter are exenpt from 18 Pa.C. S.
8§ 5513 (relating to ganbling devices, ganbling, etc.).

§ 1723. Exenption from Federal regulation.

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 approved video
gam ng machines into this Comopnweal th in conpliance with

sections 3 and 4 of the Ganbling Devices Transportation Act (15
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1 US. C 88 1173 and 1174) shall be deened | egal shipnents into
2 this Commonweal t h

3 Section 2. This act shall take effect in 60 days.
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