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HOUSE BILL No. 4409

March 4, 1997, Introduced by Reps. Hammerstrom, Dobb, Mathieu, Schauer, Law, Prus,
Vaughn, Owen, Kelly, McManus, Wetters, DeHart, Bodem, Crissman, Tesanovich, Galloway and
McBryde and referred to the Committee on House Oversight and Ethics.

A bill to license and regul ate the conducting of video
gamng; to license and regulate certain video gam ng agents; to
i npose certain duties and authority upon certain state depart-
ments, agencies, and officers; to provide for the distribution of
vi deo gam ng revenues; and to provide penalties.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 1. This act shall be known and may be cited as the
"M chi gan video gam ng act".

Sec. 3. As used in this act:

(a) "Bureau" neans the bureau of state lottery as created by
t he McCaul ey- Tr axl er - Law Bowran- McNeely lottery act, 1972 PA 239,
MCL 432.1 to 432.47.

(b) "Conmm ssioner"” neans the conm ssioner of state lottery

as defined by section 3 of the

00613' 97 ** VPW



© 00 N o 0o b~ W N P

NN N NDNNNDNRRRRRR R R R R
N o o b~ NP O O 0N oA WDN PP O

2
McCaul ey- Tr ax| er - Law- Bowman- McNeel ey |ottery act, 1972 PA 239,
MCL 432. 3.

(c) "Distributor” neans an individual, partnership, corpora-
tion, association, or other legal entity that distributes or
sell s video gam ng machi nes or associ ated equipnent in this
state.

(d) "Manufacturer" neans an individual, partnership, corpo-
ration, association, or other legal entity that assenbles or
produces vi deo gam ng nmachi nes or associ ated equi pnment for sale
or use in this state.

(e) "Net machine inconme" neans the anmount of noney obtai ned
after subtracting credits paid out in cash fromthe anmount of
nmoney inserted into a video gam ng machi ne.

(f) "Operator" nmeans an individual, partnership, corpora-
tion, association, or other legal entity that places video gam ng
machi nes or associ ated equi pnment in a video gam ng establi shnent
for public use in this state.

(g) "Video gam ng establishnment” nmeans a building or site
where 1 or nore video gam ng machi nes or associ ated equi pnent is
pl aced for use in this state and that neets the |licensure
requi renents described in section 7(a).

(h) "Video gam ng nmachi ne" neans a conputerized video gane
accessible to the player by neans of a video gam ng term nal that
awards credit which can be used for an extension of play or for a
voucher redeemable fromthe video gam ng establishnent.

Sec. 5. (1) The comm ssioner shall establish and adm nister

state video gamng at the earliest feasible and practicable
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time. Video gam ng shall produce the maxi mum anmount of net
revenues for the state consonant with the general welfare of the
peopl e.

(2) Upon establishing video gam ng, the conm ssioner shal
provide that a person holding a |license to conduct video gam ng
shal | use nmachi nes and ot her necessary rel ated systens and serv-
ice fromdistributors, manufacturers, and operators |icensed by
t he conm ssi oner.

Sec. 7. (1) The conmm ssioner shall promnul gate rul es pursu-
ant to the admnistrative procedures act of 1969, 1969 PA 306,
MCL 24.201 to 24.328, to inplement this act, which shall include,
but not be Ilimted to, all of the foll ow ng:

(a) A systemof licensure that includes the |icensure of
manuf acturers, distributors, operators, and video gam ng estab-
lishments and that prohibits the Iicensure of an entity in nore
than 1 capacity except that a video gam ng establishnment that
holds a track license issued under the horse racing | aw of 1995,
1995 PA 279, MCL 431.301 to 431.336, may al so be licensed as an
operator. The systemof |icensure shall provide that video
gam ng shall be conducted only in video gam ng establishnents.
Prem ses |icensed as video gam ng establishnments shall hold a
track license issued under the horse racing | aw of 1995, MCL
431. 301 to 431.336, or a license for consunption of alcoholic
[iquor on the licensed prem ses issued under the M chigan |iquor
control act, 1933 (Ex Sess) PA 8, MCL 436.1 to 436. 58.

(b) A systemof registration for video gam ng nachi nes.
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(c) The establishing of standards of conduct for persons or
entities licensed in each capacity.

(d) The establishing of prize limts.

(e) Limts and standards for the inport, export, and trans-
portation of video gam ng nmachines in this state.

(f) Limts on the nunber of video gam ng nmachi nes per video
gam ng establishnent as foll ows:

(1) I'n a video gam ng establishnent |icensed sol ely under
the Mchigan liquor control act, 1933 (Ex Sess) PA 8, MCL 436.1
to 436.58, the nunber of video gam ng nmachi nes shall not exceed
5.

(11) In a video gam ng establishnment that al so holds a race
nmeeting |license under the horse racing | aw of 1995, 1995 PA 279,
MCL 431.301 to 431.366, the nunber of video gam ng machi nes shal
not exceed 5 per 1,000 patrons who were in attendance on live
racing dates in the 1996 cal endar year. For the purposes of
determ ning patron attendance, a race neeting |licensee may
include all of the followng in its total:

(A) Each patron that attended any race neeting that is con-
ducted at the racetrack for which the race neeting |icensee has
been issued a |icense.

(B) Each patron that attended a race neeting conducted by
the race neeting |licensee whether or not that race neeting was
conducted at a track for which the race neeting |licensee has been
issued a |icense.

(2) Wthin 36 nonths of the effective date of this act, the

conm ssioner shall review the inpact of the limts based on
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utilization, revenue, and cost efficiency and recomrend to the
| egi sl ature whether those limts should be maintained.

Sec. 9. (1) Except as provided in section 7, a person
shall not be |icensed as a manufacturer, distributor, operator,
or video gam ng establishnent if that person has a direct or
indirect interest in any entity that is |icensed as a manufactur-
er, distributor, operator, or video gam ng establishnment under
this act.

(2) As used in this section, "person" neans an individual,

corporation, association, sole proprietorship, partnership,
trust, or other form of business entity.

Sec. 11. (1) The anpunt of net machine incone shall be dis-

tributed as foll ows:
Year 1 Year 2 each ;gg{ ?hgpgafter

Manuf act urer Share 0 0 0
Di stributor Share 0 0 0
QOper ator Share 38. 5% 38. 0% 37.5%
Vi deo Gami ng
Est abl i shnent Share 38. 5% 38. 0% 37.5%
State Share 23. 0% 24. 0% 25. 0%

(2) The state share shall be distributed as foll ows:

(a) 20.0% shall be deposited in the state school aid fund
established in section 11 of article I X of the state constitution

of 1963 and distributed as provided by | aw

(b) 5.0% shall be deposited in the Mchigan strategic fund
created in the Mchigan strategic fund act, 1984 PA 270, MCL
125. 2001 to 125.2093.
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(c) 5.0%shall be deposited in the M chigan underground
storage tank financial assurance fund created in section 21506 of
part 215 (underground storage tank financial assurance) of the
natural resources and environnental protection act, 1994 PA 451,
MCL 324. 21506.

(d) 70.0% shall be deposited in the M chigan transportation
fund established in section 10 of 1951 PA 51, MCL 247. 660.

Sec. 13. The conm ssioner shall do both of the follow ng:

(a) Supervise and adm ni ster the operation of video gam ng
in accordance with this act and the rules.

(b) License as agents to conduct video gam ng persons whom
he or she considers will best serve the public and protect the
honesty and integrity of the video gam ng industry.

Sec. 15. Licensees shall conply wth rul es pronul gated by
the comm ssioner to protect the integrity of the video gam ng
system

Sec. 17. The conm ssioner shall license, register, and
establish a fee for each video gam ng machi ne manufacturer, dis-
tributor, operator, and licensed establishnment before any video
gam ng nmachi ne or associ ated equi pnent is manufactured, distrib-
uted, sold, or placed for public use in this state by that manu-
facturer, distributor, operator, or establishment. The annual
fee for each license shall not exceed the foll ow ng:

(a) $5,000.00 for a video ganm ng nmachi ne manuf act urer.

(b) $5,000.00 for a video gam ng nachi ne distributor.

(c) $2,500.00 for a video gam ng nmachi ne operator and $50. 00
per regi stered nachine.
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(d) $100.00 for a video gam ng establishnent.

Sec. 19. (1) The conmm ssioner, subject to the applicable
laws relating to public contracts, may enter into contracts for
the operation of video gamng and into contracts for the prono-
tion of video gam ng.

(2) A contract awarded or entered into by the comm ssioner
shall not be assigned by its hol der except by specific approval
of the comm ssioner.

(3) Any contract or portion of a contract for video gam ng
equi pnent or related services entered into before the effective
date of this act by a manufacturer, distributor, operator, or
establishment that does not conformw th the provisions of this
act is void.

Sec. 21. (1) Alicense for a video gam ng establishnment
shall not be issued to any person to engage in business exclu-
sively as a video gam ng agent. Before issuing a license, the
conmmi ssioner shall consider the financial responsibility and
security of the applicant and his or her business or activity.
The comm ssioner shall review the applicant's license history
with the appropriate issuer of the |license including an
applicant's license for on-prem ses consunption of alcoholic
liquor and may deny a license to a person if the comm ssioner
believes that the applicant wll conprom se the honesty or integ-
rity of the video gam ng industry.

(2) As used in this section, "person" neans an i ndividual,
associ ation, corporation, club, trust, estate, society, conpany,

joint stock conpany, receiver, trustee, referee, any other person
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acting in a fiduciary or representative capacity who i s appointed
by a court, or any conbination of individuals. Person includes
any departnent, conm ssion, agency, or instrunmentality of the
state, including any county, city, village, or township and any
agency or instrunentality thereof.

(3) Notwi thstandi ng any other provision of |law, a person
licensed pursuant to this act nmay act as a video gam ng agent. A
person | awful ly engaged i n nongover nnental business on state
property may be |licensed as a video gam ng agent.

(4) Alicense is assignable and transferable but only inso-
far as the track |icense or on-prem ses consunption |license is
transferabl e.

(5 A licensed agent or his or her enployee may conduct
video gam ng only on the prem ses stated in the |icense of the
agent .

(6) The conm ssioner may require a bond fromany |icensed
agent in an anount as provided in the rules.

(7) Alicensed agent shall display his or her license or a
copy of the license conspicuously in accordance with the rules.

(8) The conm ssioner may suspend or revoke the |license of
any agent who violates this act or a rule pronul gated under this
act .

Sec. 23. A special fund to be known as the "state video
gamng fund" is created in the departnent of treasury. The state
vi deo gam ng fund consists of the state's share of net nachine
i ncone received fromvideo gam ng and all other noney credited or

transferred to the fund fromany other fund or sources pursuant
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9
to law including interest earnings on common cash attributable to
the state video gam ng fund.

Sec. 25. Al fees and revenue collected by the conm ssioner
or bureau under this act shall be paid into the state video
gam ng fund. Al necessary expenses incurred by the bureau in
the adm ni stration and enforcenent of this act and in the initia-
tion, inplenentation, and ongoi ng operation of charity ganes
shall be financed fromthe state video gam ng fund. The anobunt
of these necessary expenses shall not exceed the anobunt of reve-
nues received fromthe fees collected under this act. At the end
of each fiscal year, all noney, including interest, in the state
vi deo gam ng fund which is attributable to fees collected pursu-
ant to this act but which has not been expended pursuant to this
section shall be deposited in the Mchigan transportation fund
created in section 10 of 1951 PA 51, MCL 247.660

Sec. 27. (1) The conm ssioner may suspend or revoke any
Iicense issued pursuant to this act if the licensee or any offi-
cer, director, agent, nenber, or enployee of the |icensee vio-
|ates this act or a rule pronul gated under this act.

(2) A proceeding to suspend or revoke a |license shall be
consi dered a contested case and shall be governed by the adm nis-
trative procedures act of 1969, 1969 PA 306, MCL 24.201 to
24.328. The comm ssioner may suspend a |icense for a period not
to exceed 60 days pendi ng any prosecution, investigation, or
publ i c heari ng.

(3) Upon petition of the comnm ssioner, the circuit court

after a hearing may issue subpoenas to conpel the attendance of
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W t nesses and the production of docunents, papers, books,
records, and other evidence before it in any matter over which it
has jurisdiction, control, or supervision. |f a person subpoe-
naed to attend any such proceeding or hearing fails to obey the
command of the subpoena w thout reasonable cause, or if a person
in attendance in any such proceeding or hearing refuses, wthout
| awful cause, to be exam ned or to answer a |egal or pertinent
guestion or to exhibit any book, account, record, or other docu-
ment when ordered to do so by the court nay be puni shed as con-
tenpt of the court.

Sec. 29. (1) A licensee whose license is revoked in conse-
quence of a violation of this act or a rule pronul gated under
this act is ineligible, for a period of 1 year after the revoca-
tion, to apply for a |license.

(2) If alicense is suspended, in addition to other penal -
ties which nay be inposed, the comm ssioner nay declare the vio-
|ator ineligible to conduct video gam ng under this act for a
period not exceeding 1 year.

(3) The licensee shall return its license to the comm s-
sioner on or before the effective date of a suspension or
revocation. Wuether returned or not, the |license shall not be
valid beyond the effective date of the suspension or revocation.

Sec. 31. (1) The comm ssioner shall report imediately to
the governor, the state treasurer, and the |l egislature any nat-
ters that require inmediate changes in the laws of this state in
order to prevent abuses or evasions of this act or rules

promul gated under this act or to rectify undesirable conditions
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in connection with the adm nistration or operation of video
gam ng

(2) The comm ssioner shall make a continuous study and
i nvestigation of video gamng to do all of the foll ow ng:

(a) Ascertain any defects in this act or in the rules that
al l ow any abuses in the adm nistrati on and operation of video
gam ng or any evasion of this act or the rules nmay arise or be
practiced.

(b) Fornmul ate recommendati ons for changes in this act and
t he rul es.

(c) Guard against the use of this act and the rules as a
cl oak for the carrying on of organized crine.

(d) Ensure that this act and the rules are in a formand are
adm nistered as to serve the true purposes of this act.

(3) The conm ssioner shall make a continuous study and
investigation of the operation and the adm nistration of simlar
| aws which may be in effect in other states or countries, any
literature on the subject which may be published or avail abl e,
any federal |aws which may affect the operation of video gam ng,
and the reaction of citizens to existing and potential features
of video gamng with a view to recomendi ng or effecting changes
that will tend to serve the purposes of this act.

Sec. 33. Any other law providing any penalty or disability
for conducting video gam ng or any acts done in connection with
vi deo gam ng shall not apply to video gam ng conducted pursuant

to this act.

00613' 97 **



12
Sec. 35. A person who willfully violates this act is guilty
of a m sdenmeanor and shall be fined not nore than $1, 000. 00 or
i nprisoned for not nore than 6 nonths, or both.
Sec. 37. This act does not take effect unless all of the

followng bills of the 89th Legislature are enacted into | aw

(a) Senate Bill No. _ or House Bill No. __ (request
no. 00613'97 a **).
(b) Senate Bill No. _ or House Bill No. __ (request

no. 00613'97 b **).
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