SENATE BILL No. 562
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SENATE BILL No. 562

June 10, 2003, Introduced by Senator BARCIA and referred to the Committee on Gaming and
Casino Oversight.

A Dbill to amend 1972 PA 239, entitled
"McCaul ey- Tr ax| er - Law- Bowran- McNeel y | ottery act,"”
by amending the title and sections 3, 11, 23, and 32 (MCL 432. 3,
432.11, 432.23, and 432.32), the title as anmended by 1996 PA 95,
sections 3, 11, and 23 as anmended by 1996 PA 167, and section 32
as anmended by 1996 PA 13, and by adding a heading for article 1
and adding article 2.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:
TI TLE

An act to establish and operate a state lottery and to all ow
state participation in certain lottery-related joint enterprises
Wi th other sovereignties; to allow and regul ate the operation of
video lottery ganes in this state; to create a bureau of state
lottery and to prescribe its powers and duties; to prescribe

certain powers and duties of other state departnents and
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agencies; to provide for the pronulgation of rules; to license
and regul ate —certain— lottery sales agents and distributors,
manuf acturers, and operators of video |lottery nachines and
rel ated equi pnent; to create the state lottery fund and the state
video lottery gam ng fund; to inpose fees; to provide for the
distribution of lottery and video |lottery revenues and earni ngs
for certain purposes; to provide for an appropriation; and to
provide for renedi es and penalties.

ARTI CLE 1

Sec. 3. As used in this act:

(a) "Bureau" neans the bureau of state lottery created —by
this—aet— in section 5.

(b) "Comm ssioner" —eans—the— or "conm ssioner of state
lottery” means the head of the bureau.

(c) "Joint enterprise"” neans —ahy— a lottery activity in
whi ch the bureau participates pursuant to a witten agreenent
bet ween —the-stateof Mechigan— this state and any state,
territory, country, or other sovereignty as executed by the

commi ssioner. Joint enterprise does not include —the-state— a

lottery created —pursuant—to— under this act.

(d) "Lottery" —eor—“statetottery"— neans —the— a lottery
created —pursuant—to— under this act and operated exclusively by

or under the exclusive control of the bureau of state lottery.

(e) "State lottery” nmeans the lottery created under article

Sec. 11. (1) The conm ssioner shall pronulgate rules

pursuant to the adm nistrative procedures act of 1969, —-Aet
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3
No—3066—ofthe PubliecActs—of 1969, beihg—seetions24-201to
24328 of the M-echigah—ConpitedtLaws— 1969 PA 306, MCL 24.201 to
24. 328, as necessary to inplenment this act.
(2) The rules authorized under this section may include any
of the follow ng, subject to requirenents and limtations

expressed in this act:

(a) The type of lottery to be conducted. —subjeetto-section
92—

(b) The price of tickets or shares in the lottery.

(c) The nunber and size of the prizes on the winning tickets
or shares.

(d) The manner of selecting the winning tickets or shares.

(e) The manner of paynent of prizes to the hol ders of w nning
tickets or shares. ——subjeetto-section32-

(f) The frequency of the drawi ngs or sel ections of w nning
tickets or shares.

(g) Wthout limt as to nunber, the type or types of
| ocations at which tickets or shares nmay be sold. —subjeette
section—23(10)—

(h) The method to be used in selling tickets or shares,

except that a person's name shall not be printed on the tickets

or shares.
(i) The licensing of agents to sell tickets or shares, but a
person under the age of 18 shall not be |licensed as an agent.

(j) The manner and anount of conpensation to be paid |icensed
sal es agents necessary to provide for the adequate availability

of tickets or shares to prospective buyers and for the
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conveni ence of the public.

(k) The apportionnent of the total annual revenues accruing
fromthe sale of lottery tickets or shares and fromall other
sources for the paynment of prizes to the hol ders of w nning
tickets or shares, for the paynent of costs incurred in the
operation and adm nistration of the lottery, including the
expenses of the bureau and the costs resulting fromany contract
or contracts entered into for pronotional, advertising,
consul ting, or operational services or for the purchase or |ease
of lottery equipnment and materials, for the repaynent of the
noney appropriated to the state lottery fund, and for transfer to
t he general fund.

(3) The comm ssioner nay promrul gate rul es incorporating by
reference existing rules or regulations of any joint enterprise
as required as a condition for participation in that joint
enterprise. Any subsequent changes or additions to the rules or
regul ations of the joint enterprise nmay be adopted by the
conmmi ssi oner through the pronul gation of a rule.

(4) This section is repealed if the M chigan suprene court

rules that sections 45 and 46 of the admi nistrative procedures

act of 1969, —-Aect—No—306—of the PublicActs o 1969, being

sections—24-245-and 24-246—of the M-chigan—ConpitedLaws— 1969 PA
306, MCL 24. 245 and 24. 246, are unconstitutional and a statute

requiring legislative review of adm nistrative rules is not
enacted within 90 days after the M chigan suprenme court ruling.
hi . . . . " I
I I . I ‘¢ . I oY I
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that—added-this—subseetion— Rul es promul gated before April 17,
1996 are not invalidated by this subsection

Sec. 23. (1) —A- The conmm ssioner shall not issue a |license
—as—an—agent—to—selHtottery tiecketsor shares shall—notbe
Fssued— to any person to engage in business exclusively as a
|ottery sales agent. Before issuing a license to a person to act
as a lottery sal es agent, the conm ssioner shall consider factors
such as the financial responsibility and security of the person
and his or her business or activity, the accessibility of his or
her place of business or activity to the public, the sufficiency
of existing licenses to serve the public conveni ence, and the

vol une of expected sal es.

(2) 3)— Notwi thstanding any other provision of law, a
person |icensed —pursuant—to-thisactrayact— as a lottery sales
agent may sell lottery tickets and shares. A person lawfully
engaged i n nongovernnental business on state property may be
licensed as a lottery sal es agent.

(3) (4— Alottery sales agent license is not assignable or

t ransf er abl e.
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(4) —5)— Alicensed lottery sales agent or his or her
enpl oyee nmay sell lottery tickets or shares only on the prem ses
stated in the license of the lottery sales agent. —Effeetive
Juby—1.—1996,—a— A licensed lottery sales agent who violates this
subsection is, at the comm ssioner's discretion, subject to 1 or
nore of the foll ow ng:

(a) Probation for not nore than 2 years.

(b) A fine of not nore than $1, 000. 00.

(c) Renoval of his or her lottery termnal.

; . . L
conditions as he or she considers necessary for a termwhich
shal-—not—extendbeyond—1yearafterthe effective dateof this
act—

(5 —A— The commi ssioner nay require a bond from —any— a
licensed lottery sales agent in an anount —as— provided in —the
rul es promul gated under this act.

(6) (8)— Alicensed lottery sales agent shall display his or
her license or a copy —thereef— of the |icense conspicuously in
accordance with —the— rules promul gated under this act.

(7) 49— The conmm ssioner may suspend or revoke the |icense
of —apy— a lottery sales agent who violates this act or a rule
promul gat ed —pursuant—te— under this act.

(8) —36)— For purposes of term nal placenent, the
conmmi ssi oner shall take into account with equal enphasis both of
t he foll ow ng:

(a) The total instant ganme sales for the 3 nonths i mediately

precedi ng a nmarket eval uati on.
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(b) The need to maxim ze net lottery revenues fromthe total
nunber of term nals placed.

(9) As used in this section, "person" neans an individual,
associ ation, corporation, club, trust, estate, society, conpany,
joint stock company, receiver, trustee, referee, any other person
acting in a fiduciary or representative capacity who is appointed
by a court, or any conbination of individuals. Person includes
any departnment, comm ssion, agency, or instrumentality of the
state, including any county, city, village, or township and any
agency or instrunentality of a county, city, village, or
t ownshi p.

Sec. 32. (1) Before paynent under this article of a prize
of $1,000.00 or nore, the bureau shall determ ne whether the
departnment of treasury records show that a lottery wi nner has a
current liability to this state or a support arrearage. The
departrment of treasury shall provide the bureau with a list or
conmput er access to a conpilation of persons known to the
departnment to have a current liability to this state, including a
del i nquent —aeeeunts— account of —ampunts—due—and-owng— noney
due to a court that —have— has been assigned to the state for
collection, or a support arrearage. The information shall be
updat ed not | ess than once a nonth. If aliability to this state
or support arrearage is identified, the bureau shall ascertain
t he amount owed fromthe departnent of treasury and —fH+st— apply
the —arount—ofthe— prize first to the— a liability to the state

ot her than —the—ampunt—oef—any— an assi gned del i nquent account of
—arpunts—due—and—ow-nrg— noney due to a court, next to —the— a
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support arrearage, and next to —the— an assi gned del i nquent
—accounts—of anpunts—due—and-—ow-ng— account of noney due to a
court. ——and-the— The excess, if any, shall be paid to the
| ottery w nner.

(2) Alottery winner shall receive notice and an opportunity
for a hearing before the departnment of treasury or its designee
With respect to the liability to which the prize is to be applied
—where— under this section, if the liability has not been reduced
to judgnment or has not been finalized under statutory review
provi sions of the statute under which the liability arose. The
noti ce shall be —wade— given by regular mail. The lottery w nner
may request a hearing within 15 days of the date of the notice by
making a witten request to the revenue comn ssioner.

(3) —Ar—anrpunt— Money applied to —pay— a support arrearage
under this section shall be paid by the bureau to the departnent
of treasury which shall pay the —awpunRt— noney to the office of
the friend of the court for the appropriate judicial circuit in
t he —same— manner —as—+s— prescribed for a paynent pursuant to an
order of incone wthhol ding under section 9 of the support and
parenting time enforcenment act, —-Aet—No—295 of the PublieActs

1982 PA 295, MCL 552. 609.

(4) Inregard to the information provided by the departnent
of treasury to the bureau under this section, the bureau is
subject to the confidentiality restrictions and penalties
provided in section 28(1)(f) and (2) of —-Aet—Ne—122 of the

bl : e : _ . tho M ehi
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Corpited—taws— 1941 PA 122, MCL 205. 28.

1,—1995 each— The office of the friend of the court shall report

to the office of child support the nanmes of persons who have a
current support arrearage and the office of child support shal
provide that information to the departnent of treasury.

(6) As used in this section:

(a) "Ofice of the friend of the court”™ neans an agency
created in section 3 of the friend of the court act, —Aet—Ne—294

F 4 bl : b . _ F )  chi
Conpited—taws— 1982 PA 294, MCL 552. 503.

(b) "Support" means that termas defined in section —3%+-ef
Act—No—294—of the PubleActs—of 1982 being—seetion552- 531 of
theM-echi-gah—ConpitedtLaws— 2a of the friend of the court act,
1982 PA 294, MCL 552.502a.

ARTI CLE 2

Sec. 51. As used in this article:

(a) "Distributor” means an individual, partnership,
corporation, association, or other legal entity that distributes
or sells video lottery machines or associated equipment in this
state.

(b) "Manufacturer"” neans an individual, partnership
corporation, association, or other legal entity that assenbles or
produces video |lottery nmachines or associ ated equi prent for sale

or use in this state.
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(c) "Net nmachine incone" neans the anount of noney obtai ned
after subtracting credits paid out in cash fromthe anount of
nmoney inserted into a video |lottery nmachi ne.

(d) "Operator" neans an individual, partnership, corporation
associ ation, or other legal entity that places video lottery
machi nes or associ ated equi pment in a video |lottery establishnment
for public use in this state.

(e) "Person" neans an individual, association, partnershinp,
corporation, other business entity, club, trust, estate, society,
conmpany, joint stock conmpany, receiver, trustee, referee, any
ot her person acting in a fiduciary or representative capacity who
is appoi nted by a court, or a conbination of individuals.

(f) "State video lottery gam ng fund" neans the state video
| ottery gamng fund created in section 67.

(g) "Video lottery establishnment” neans a prem ses where
al coholic liquor is sold for consunption on the prem ses by a
video lottery gam ng agent that is licensed under this article
and is |icensed under the Mchigan |liquor control code of 1998,
1998 PA 58, MCL 436.1101 to 436.2303, to sell alcoholic |iquor
for consunption on the prem ses.

(h) "Video lottery gam ng" neans the conduct of ganes through
the use of video lottery machines.

(i) "Video lottery machi ne" neans a conputerized video gane
accessible to a player by neans of a video term nal that awards
credit that can be used for an extension of play or for a voucher
redeemabl e froma video lottery agent.

Sec. 52. (1) The conmm ssioner shall establish and
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adm nister video lottery gaming in this state at the earliest
feasible and practicable time. Video |lottery gam ng shal
produce the maxi num anount of net revenue for this state
consonant with the general welfare of the people.

(2) Video lottery gami ng shall be conducted only at a video
|ottery establishnment.

Sec. 53. The comm ssioner shall pronmul gate rul es pursuant
to the adm nistrative procedures act of 1969, 1969 PA 306, MCL
24.201 to 24.328, to inplenent this article, which shall include,
but not be limted to, all of the foll ow ng:

(a) A systemfor |icensing manufacturers, distributors,

operators, and video lottery agents.

(b) A systemfor registering video |ottery machi nes.

(c) Standards of conduct for each type of |icensee under this
article.

(d) Establishnent of prize [imts.

(e) Limts and standards for the inport, export, and
transportation of video |lottery nmachines in this state.

Sec. 55. The conm ssioner shall do both of the foll ow ng:

(a) Supervise and adm nister the operation of video lottery
gam ng in accordance with this article and the rul es pronul gated
under section 53.

(b) License persons to conduct video lottery gaming that the
conmmi ssioner considers will best serve the public and protect the
honesty and integrity of the video lottery gam ng industry.

Sec. 57. (1) Avideo lottery gam ng agent |icense shal

only be issued to a person that holds a |license to sell alcoholic
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liquor for consunption on the prem ses issued under the M chigan
[ iquor control code of 1998, 1998 PA 58, MCL 436.1101 to
436. 2303.

(2) Before issuing a video lottery gam ng agent |icense, the
commi ssi oner shall consider the financial responsibility and
security of the applicant and the applicant's business or
activity and shall review the applicant's on-preni ses consunption
license history with the liquor control comm ssion. The
conmmi ssioner may deny a license to a person if the comm ssioner
bel i eves, based on the conm ssioner's consideration and review
under this subsection, that the applicant will conprom se the
honesty or integrity of the video |lottery gam ng industry.

(3) A person |lawfully engaged i n nongovernnental business on
state property nay be licensed as a video |lottery agent.

(4) A video lottery agent license shall state the address of
t he prem ses where the agent nmay conduct video lottery gam ng. A
licensed video lottery agent or an enployee of the video lottery
agent shall conduct video lottery gam ng only on the prem ses
stated in the |license.

(5) Before issuing or approving an assignnment or transfer of
a manufacturer, distributor, or operator license, the
conmmi ssi oner shall consider the financial responsibility and
security of the applicant and the applicant's business or
activity. The conm ssioner may deny a license to a person if the
conmi ssi oner believes, based on the conmi ssioner's consideration
under this subsection, that the applicant will conprom se the

honesty or integrity of the video |lottery gam ng industry.
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(6) A person shall not be licensed as a nmanufacturer,

di stributor, operator, or video lottery agent if that person has
a direct or indirect interest in another person that is |icensed
as a manufacturer, distributor, operator, or video |lottery agent
under this act.

(7) A person shall not be licensed as an operator if the
person is a whol esaler as that termis defined in section 113 of
the M chigan liquor control code of 1998, 1998 PA 58, MCL
436. 1113.

(8) A distributor, operator, or video lottery agent |icense

shall only be issued to a person if 1 or nore of the follow ng

appl y:

(a) The person is an individual who is a resident of this
state.

(b) The person is not an individual and has its principa
pl ace of business in this state.

(c) Subject to approval by the conmm ssioner, the person does
not qualify under subdivision (a) or (b) but the person has
conducted business in this state for at |east 3 years before the
effective date of this article.

(9) The comm ssioner may require a bond froma person
licensed under this article in an anobunt established by rule
promul gat ed under section 53.

(10) Subject to consideration by the conmm ssioner under
subsection (5), a manufacturer, distributor, or operator |icense
is assignable and transferable. A video lottery agent license is

assignable and transferable, but only to the extent that the
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i censee's on-prem ses consunption license is transferable.

Sec. 59. The conm ssioner shall establish fees that shal
be paid to the bureau when a person applies for a manufacturer,
di stributor, operator, or video lottery agent |icense. The
commi ssi oner shall establish an annual fee for each |icense
i ssued that does not exceed the follow ng:

(a) $5,000.00 for a manufacturer.

(b) $5,000.00 for a distributor.

(c) $2,500.00 and $50.00 per registered machine for an
oper at or .

(d) $100.00 for a video lottery agent.

Sec. 61. (1) The conm ssioner may contract for the
operation of video |ottery gam ng and the pronotion of video
| ottery gam ng. The conm ssioner shall not contract for the
excl usive provision of video |ottery machi nes, equi pnment, or
services in this state by a distributor, manufacturer, or
operator, but shall act to ensure conpetition in video lottery
gam ng.

(2) A contract awarded or entered into by the conm ssioner
under this section shall not be assigned by its hol der except
with the specific approval of the conmm ssioner.

(3) Acontract or portion of a contract for video lottery
machi nes, equi pnent, or related services nmade before the
effective date of this article by a manufacturer, distributor,
operator, or video lottery agent is void.

Sec. 63. (1) Avideo lottery agent shall display its

license or a copy of the |icense conspicuously in accordance with
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rul es pronul gated under section 53.

(2) Avideo lottery agent shall only use machi nes and ot her
necessary rel ated systens and service fromdistributors,
manuf acturers, and operators |licensed by the comm ssioner.

(3) Avideo lottery establishnent shall not have nore than 5
video lottery machi nes.

(4) Wthin 60 nonths of the effective date of this article,

t he comm ssioner shall review the inpact of the limts
established in subsection (3) based on use, revenue, and cost
efficiency and recommend to the | egislature whether those limts
shoul d be mai nt ai ned.

(6) A manufacturer, distributor, or operator shall not aid or
assist a distributor, operator, or video lottery agent by gift or
| oan of noney, property, or other valuable thing or by giving a
prem umor rebate. A distributor, operator, or video |lottery
agent shall not accept a gift or |oan of noney, property, or
ot her valuable thing or a prem umor rebate froma manufacturer,

di stributor, or operator.

Sec. 65. (1) Net machine inconme shall be distributed as
foll ows:
Year 5 and
each year
Year 1 Year 2 Year 3 Year 4 thereafter
Manuf act ur er Share 0 0 0 0 0
Di stri butor Share 0 0 0 0 0
Qperator Share 38. 5% 38. 0% 37.5% 37. 0% 36. 5%
Vi deo Lottery Agent
Shar e 38. 5% 38. 0% 37. 5% 37. 0% 36. 5%

02403' 03 ** TDR



© 00 N o o0~ W N PP

N NN N N N NN R R P B B B R B R
N~ o 00~ W N RPBP O © 0 N O 00N~ W N P O

16
State Share 23. 0% 24. 0% 25. 0% 26. 0% 27. 0%

(2) The state share of net nachine inconme under subsection
(1) shall be deposited in the state video lottery gam ng fund.

Sec. 67. The "state video lottery gamng fund" is created
in the departnent of treasury. The state video |lottery gani ng
fund consists of the state's share of net machine incone received
fromvideo |lottery gam ng and all other noney credited or
transferred to the fund fromany other fund or source. The state
treasurer shall direct the investnent of the fund. The state
treasurer shall credit to the fund interest and earnings from
fund i nvestnents.

Sec. 69. Al fees and noney collected by the conm ssioner
or bureau under this article shall be paid into the state video
lottery gaming fund. All necessary expenses incurred by the
bureau in the adm nistration and enforcenent of this article and
inthe initiation, inplenmentation, and ongoi ng operation of video
| ottery gam ng shall be paid fromthe state video lottery gam ng
fund. The anount of these necessary expenses shall not exceed
t he amobunt of noney received fromthe fees collected under this
article. At the end of each fiscal year, all noney, including
interest, in the state video lottery gamng fund that is
attributable to fees collected under this article but that has
not been expended under this section shall be deposited in the
general fund.

Sec. 71. (1) The comm ssioner nmay suspend or revoke a
license issued under this article if the Iicensee or an officer,

director, agent, nenber, or enployee of the |icensee violates
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this article or a rule pronul gated under this article.

(2) A proceeding to suspend or revoke a license issued under
this article is a contested case governed by the adm nistrative
procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328. The
commi ssi oner nmay suspend a |license issued under this article for
a period not to exceed 60 days pendi ng any prosecution,

i nvestigation, or public hearing.

(3) On petition of the conm ssioner and after a hearing, the
circuit court may issue a subpoena to conpel the attendance of a
W tness or the production of docunents, papers, books, records,
and ot her evidence before it in a matter over which it has
jurisdiction, control, or supervision. A person subpoenaed to
attend a proceeding or hearing who fails to obey the subpoena
Wi t hout reasonabl e cause, or a person who appears at a proceedi ng
or hearing but refuses, w thout |awful cause, to be exam ned, to
answer a |legal or pertinent question, or to exhibit a book,
account, record, or other docunent when ordered to do so by the
court may be held in contenpt of court and punished accordingly.

Sec. 73. (1) A person licensed under this article whose
l'icense is revoked because of a violation of this article or a
rule promul gated under this article is ineligible for a |license
under this article for 1 year after the revocation.

(2) If alicense issued under this article is suspended, in
addition to other penalties which may be inposed, the
commi ssi oner may declare the violator ineligible to conduct video
| ottery gam ng under this article for not nore than 1 year.

(3) A person licensed under this article shall return its
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license to the comm ssioner on or before the effective date of a
suspensi on or revocation of the |icense. Wether returned or
not, a license is not valid beyond the effective date of
suspensi on or revocation.

Sec. 75. (1) The comm ssioner shall imrediately report to
the governor, the state treasurer, and the |egislature anything
that requires an i medi ate change in the laws of this state to
prevent an abuse or evasion of this article or rules pronul gated
under this article or to rectify undesirable conditions in video
lottery gam ng

(2) The conmi ssioner shall make a continuous study and
i nvestigation of video |lottery gamng to do all of the
fol |l ow ng:

(a) Ascertain defects in this article or in the rules
pronmul gated under this article that allow abuses in video lottery

gam ng or evasion of this article or the rules.

(b) Formul ate recommendations for changes in this article and

the rules promul gated under this article.

(c) Quard against the use of this article and the rul es
pronmul gated under this article as a cloak for conducting
organi zed crine.

(d) Ensure that this article and the rul es pronul gated under
this article are in a formand are adnm nistered to serve the
purposes of this article.

(3) The comm ssioner shall nake a continuous study and
investigation of laws simlar to this article in other states or

countries, literature on the subject, federal |aws that nmay
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affect video lottery gamng, and the reaction of citizens to
exi sting and potential features of video lottery gamng to
recommend or effect changes that will serve the purposes of this
article.

Sec. 77. Any other law providing a penalty or disability
for video lottery gam ng or acts done in connection with video
| ottery gam ng does not apply to video |ottery gam ng conducted
under this article.

Sec. 79. A person who willfully violates this article is
guilty of a m sdeneanor punishable by a fine of not nore than
$1, 000. 00 or inprisonnent for not nore than 6 nonths, or both.

Enacting section 1. This anendatory act does not take
effect unless Senate Bill No. 563

of the 92nd Legislature is enacted

into | aw.
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