HOUSE BILL NO. 66
INTRODUCED BY PAVLOVICH

BY REQUEST OF THE DEPARTMENT OF REVENUE

IN THE HOUSE

JANUARY 5, 1987 INTRODUCED AND REFERRED TO COMMITTEE
ON BUSINESS & LABCR.
FEBRUARY 20, 1987 COMMITTEE RECOMMEND BILL
DO PASS AS AMENDED. REPORT ADOPTED.
FEBRUARY 21, 1987 PRINTING REPORT.
FEBRUARY 23, 1987 SECOND READING, DO PASS AS AMENDED.
FEBRUARY 24, 1987 ENGROSSING REPORT,
FEBRUARY 25, 1987 THIRD READING, PASSED.

AYES, 92; NOES, 3.
TRANSMITTED TO SENATE.

IN THE SENATE

MARCH 2, 1987 INTRODUCED AND REFERRED TO COMMITTEE
ON BUSINESS & INDUSTRY.

MARCH 17, 1987 COMMITTEE RECOMMEND BILL BE
CONCURRED IN. REPORT ADOPTED,

MARCH 20, 1987 SECOND READING, CONCURRED IN,.

MARCH 23, 1987 THIRD READING, CONCURRED IN.

AYES, 47; NOES, 1.
RETURNED TO HOUSE.
IN THE HOQUSE
MARCH 23, 1987 RECEIVED FROM SENATE.

SENT TO ENROLLING.
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HOUSE BILL NO. 66

INTRODUCEP BY PAVLOVICH

BY REQUEST OF THEE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: "AN ACT REQUIRING LICENSES FOR
MANUFACTURERS AND DISTRIBUTGRS OF VIDEO DRAW POKER MACHINES
AND ASSOCIATED EQUIPMENT; IMPOSING ANNUAL LICENSE FEES;
ESTABLISHING QUALIFICATIONS FOR LICENSURE; PROVIDING FOR
INVESTIGATION, BONDING, RIGHT TO HEARING, PENALTIES,
INSPECTIONS, AND JUDICIAL REVIEW; AMENDING SECTION 23-5-602,

MCA: AND PROVIDING EFFECTIVE DATES."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 23-5-602, MCA, is amended to read:
w33-5-602. Definitions. As used in this part, the

following definitions apply:

(1) “Associated equipment"” means all devices,

machines, or parts used in the manufacture or maintenance of

a videc draw poker machine, including but not 1limited to

integrated circuit chips, printed wired assembly, printed

wired boards, printing mechanisms, video display monitors,

and metering devices,

t3¥(2) "“Pepartment” means the department of revenue.

(3) "Distributor® means an individual, partnership,

corporation, or association that supplies or provides video
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draw_poker machines or associated equipment to _another

pecrson for sale, use, or distribution in this state and is

not a manufacturer.

t2¥(4) "Licensed establishment” means an establishment
that is licensed to sell alcoholic beverages for consumption
on the premises.

t3¥(5) "Licensee" means an individual, partnership, e

corporation, or asscciation that has been issued a license

by the department for the placement and operation of video
draw poker machines in the licensed establishment of the

individual, partnership, er corporation, or assocociation.

{6) "Manufacturer" means an individual, partnership,

corporation, or association that assembles, produces, or

makes video draw poker machines or asscciated egquipment for

sale, use, or distribution in this state.

{(7) “Security" means:

{a) a surety bond executed by a manufacturer or

distributor as principal with a corporate surety gualified

under the laws of Montana, which bond must be payable to the

state of Montana, conditioned upon the faithful performance

of all requirements of this part, including but not limited

to the payment of all license fees, application processing

fees, investigation fees, and penalties; or

(b) a deposit wmade with the department, under such

conditions as the department may prescribe, of certificates

-2= INTRODUCED BILL
HE-66
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of deposit or irrevocable letters of credit issued by a bank

and insured by the federal depcsit insurance corporation.

t43(8) "Used wvideo draw poker machine" means a video
draw poker machine, as that term is defined in this section,
which is owned or possessed by an applicant on the day he
applies for a 1license for the used machine and which was
owned or operated in the state prior to February 3, 1984.

+54(9) *"Video draw poker machine" means an electronic
video game machine that, wupon insertion of cash, is
available to play or simulate the play of the game of draw
poker, as provided in this part, utilizing a video display
and microprocessors in which, by the skill of the player or
by chance, or both, the player may receive free games or
credits that can be redeemed for cash. The term does not
include a wmachine that directly dispenses coins, cash,
tokens, or anything else of value,"

NEW SECTION. Section 2. Manufacturer or distributor
of video draw poker machines -- license -— fees. (1) It is
unlawful for any person to manufacture, sell, or distribute
any video draw poker machine or associated equipment for use
or play in this state without having first been issued a
manufacturer's or distributor's license by the department.

(2) The department shall charge an annual license fee
of:

(a) $1,500 for the issuance or renewal of a
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manufacturer's license; and

(by 81,500 for the issuance or renewal of a
distributor's license.

(3) In addition to other license fees, the department
may charge the applicant a one-time manufacturer's or
distributor's license application processing fee, The
processing fee may not exceed the department's actual costs
for processing an application.

(4) All manufacturer's and distributor's licenses
expire on June 30 of each year, and the license fee may not
be prorated.

(5) The department shall retain the license and
processing fees collected for purposes of administering this
part, except 23-5-615.

NEW SECTION, Section 3. License gualifications -
security —- investigation -- right to hearing. (1) An
applicant for 1issuance or renewal of a manufacturer's or
distributor's license shall:

(a) apply tc the department on forms prescribed by the
department;

(b) establish to the satisfaction of the department
that the applicant's past record and present status as a
manufacturer or distributor of video draw poker machines or
associated equipment and as a business person and citizen

demonstrate that the applicant is likely to conduct his

-4~
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business in compliance with all laws.

(2) In the case of a corporate applicant:

{(a) the corporation must be incorporated:

{1i) in the state of Montana, although the corperation
may be a wholly or partly owned subsidiary of a c¢orporation
which is incorporated in another state of the United States;
or

(ii) in another state of the United States if the
corporation is registered with the Montapa secretary of
state and authorized to do business in Montana;

(b)) all corporate officers, directors, and
shareholders must meet the requirements of subsection
(1){b); and

{c} if the corporation's stock is traded on a national
stock exchange, all corporate officers and directors and
each owner of 5% or more of the outstanding stock must meet
the requirements of subsection (1)({b}.

(3) In the case of any other business entity:

{a) |if the applicant consists of more than one
individual, each individual must meet the requirements of
subsection {(l)(b); or

(b if the applicant consists of more than one
corporation, each corporation must meet the requirements of
subsection (2).

(4) No manufacturer's or distributor's license may be
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issued by the department unless the applicant has filed
security, as defined in 23-5-602, with the department to
secure compliance with this part. The total amount of the
security required of any applicant must be eguivalent to the
reasonable value of all machines the applicant has
manufactured or distributed for use or play in Montana for
all previous license years plus the department's estimate of
the reasonable wvalue of all machines the applicant will
manufacture or distribute for use or play in Montana during
the license year applied for. The amount of the security may
not exceed $5,000 per machine and may be adjusted only at
the time of license renewal.

{5) Any surety for a bond provided by an applicant
must be released and discharged from any and all liability
to the state accruing on such bond after the expiration of
30 days from the date the department receives a written
request for release and discharge, but this provision does
not operate to relieve, release, or discharge the surety
from any liability already accrued or which accrues bhefore
the expiration co¢f the 30-day period. A license must be
revoked if the manufacturer or distributor does not provide
a new surety or other security before the former surety is
released.

{6) The department shall conduct an investigation to

determine whether an applicant for a manufacturer's or

_6_.
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distributor's license qualifies under this part. The
department shall require the applicant to pay the
anticipated actual costs of the investigatien in advance
and, after the completion of the investigation, shall refund
overpayments or charge and collect amounts sufficient to
reimburse the department for underpayments of actual costs.

(7) A person denied a manufacturer's or distributor's
license has the right to a hearing before the department.
The hearing must be conducted in acecordance with the

provisions of the Montana Administrative Procedure Act.

NEW SECTION. Section 4. Determination of
unsuitability for licensure —- effect. (1)} If the department

determines that a manufacturer or distributer is unsuitable
for issvance of a license or if a previously issued license
is revoked:

{a) the department may not approve any new video draw
poker machine or associated egquipment manufactured or
distributed by the applicant;

(b) a manufacturer or distributor may not sell,
transfer, or offer for use or play in this state any new
video draw poker machine or associated equipment; and

(c} a manufacturer or distributor shall terminate any
association or agreement for the sale, lease, rental, or use
of a video draw poker machine or asscciated equipment.

{2) An agreement between a manufacturer or distributor
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and a licensee is considered to include a provision for its
termination without 1liability on the part of the licensee
upon a determination by the department that the manufacturer
or distributor is wunsuitable Ffar 1licensure. Failure to
include such provisions for termination in an agreement is
not a defense in any action brought under the provisions of
this section to terminate the agreement.

{3) PFailure of a licensee to terminate any association
or agreement with a manufacturer or distributor after
receiving notice of the department's determination of
unsuitability for licensure constitutes grounds for
revecation of a video draw poker machine license.

(4) If the department determines that a manufacturer
is unsuitable for issuance of a license or if a previously
issued license is revoked, the prior approval for all video
draw poker machines and associated equipment manufactured by
such manufacturer is automatically revoked effective 30 days
from the department;s determination. Any use of such
machines or asscciated equipment constitutes operation of an
illegal gambling device. The manufacturer shall reimburse
all owners and licensees of such machines and associated
equipment for all economic losses incurred as a result of
revocation of prior approval for such machines and
associated equipment. The security required in this part may

be executed upon to satisfy the judgments entered on behalf

_8_
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of claimants.,

NEW SECTION. Section 5. Penalties ~-- hearing. (1} If
the department finds reasonable cause to believe a person
licensed under this part has violated any of the provisions
of this part or the department's rules, the department may.
in addition to the other penalties prescribed:

{a) suspend the license for a period of not more than
180 days;

{b) impose a civil penalty not to exceed $6,000;

{c) revoke the license;

{d) deny renewal of the license on expiration thereaf;
ar

(e) impose a combination of any two of the penalties
set forth in subsections (l){a) through (1)(d).

(2} A person licensed under this part and determined
by the department to have violated the provisions of this
part or the department's rules has the'right to a hearing
before the department. The hearing must be conducted in
accordance with the provisions of the Montana Administrative
Brocedure Act.

NEW SECTION. Section 6. Examination and approval of
video draw poker machines and associated equipment -- fee.
(1) The department shall examine and approve video draw
poker machines and associated equipment which is

manufactured, sold, or distributed for use in this state
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before the videco draw poker machine or associated equipment
is placed into play or use.

{2) A video draw poker machine or associated equipment
may not be examined or approved by the department until the
manufacturer and distributor for the machine or associated
equipment are licensed as required in [section 2]).

{3) The department shall require the manufacturer,
distributor, or 1licensee seeking the examination and
approval of a wvideo draw poker machine or associated
equipment to pay the anticipated actual costs of the
examination in advance and, after the completion of the
examination, shall refund overpayments or charge and collect
amounts sufficient to reimburse the department for
underpayments ©f actual costs.

NEW SECTION. Section 7. Inspection of manufacturer's
and distributer'a premises. The department or its authorized
representative shall have the right at any time to inspect
for the purposes of determining whether the laws of Montana
and the department's rules are being complied with:

(1) the premises of a licensed manufacturer or
distributor of video draw poker machines and associated
equipment; and

{2) the warehouse, trucks, trailers, cars, or aircraft
of any common carrier licensed under this part.

NEW SECTION. Section B. Judicial review of agency

-10=-
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decision. (1) Any interested party has the right to judicial
review of a final decision of the department concerning the
grant, denial, renewal, revocation, or suspension of a
license required under this part.

(2) A petition for judicial review must conform to the
provisions of Title 2, chapter 4§, part 7.

NEW SECTION. Section 9. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTICN. Section 10. Authority to proceed with
rulemaking. The department of revenue may initiate
rulemaking proceedings under section 9 on or after passage
and approval of this act, butrno rules under sections 2
through 8 may be made effective prior to the effective dates
of those sectioens.

NEW SECTION. Section 11, Codification instruction,
Sections 2 through B are intended to be codified as an
integral part of Title 23, chapter 5, part &, and the
provisions of Title 23, chapter 5, part 6, apply to sections
2 through 8.

NEW SECTION. Section 12. Effective dates. (1) This

section and sections 9 and 10 are effective on passage and

" approval,

{2) Sections 1 through 8 and section 11 are effective

-11-
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STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HBO66 , as introduced.

DESCRIPTION OF PROPOSED LEGISLATION: - :

An act requiring licenses for manufacturers and distributors of video draw poker machines and associated equipment;
imposing annual license fees; establishing qualifications for llcensure. providing for investigation, bonding,
right to hearing, penalties, inspections and judicial review.

ASSUMPTIONS :

1) Of 136 distributors operating in the state 78 have 11 or more machines. They will continue to operate if HB0G66
passes. (Video Poker Control Bureau).

2) Of 14 manufacturers operating in the state four are doing little if any business. The remaining ten will
continue to conduct business in the state if HB066 passes. (Video Poker Control Bureau).

3) The change in number of video draw poker machines licensed in the state will be insignificant. (Video Poker
Control Bureau).

4) Administrative costs associated with this area of regulation are as follows;

A. Additional clerical FTE Grade 6 Step 2 $ 14,400
B. Additional Investigator Grade 13 Step 2 23,850
38,250

5) All assumptions except one-time costs apply to both years of the biennium. (Video Poker Control Bureau).

FISCAL IMPACT:

Expenditures: FY88 FY389
Current Law Proposed Law Difference Current Law Proposed Law Difference
Admin. Costs $ 0 $ (38,250) $ (38,250) $ 0 $ (38,250) $ (38,250)

Revenue: ' .

Distrib. License $ 0 $ 117,000 $ 117,000 $ 0 $ 117,000 $ 117,000
- Manuf. License 0 15,000 15,000 0 15,000 15,000
TOTAL $ 0 $ 132,000 $ 132,000 _ $ 0 $ 132,000 $ 132,000
Net Impact $ 0 $ 93,750 $ 93,750 $ 0 $ 93,750 $ 93,750

Fund Information:
Earmarked Revenue Fund
(Video Poker Program) $ 0 $ 93,750 $ 093,750 $ 0 $ 93,750 $ 93,750

W £ fﬁﬁa/fﬁ}

DAVID L. HUNTER, d'BERT J. PAVLOVICH, PRIMARY SPONSOR

Office of Budget and Program Planning
Fiscal Note for  HBQ66, as i d
ffEEZZ;




: yunfigonlpNotgeBequest:s MB066y..as introduced.
"~ “Form BD-1% o T
Page 2

EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES:
N/A :

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION:
N/A -

-TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED LEGISLATION OR CONFLICTS WITH EXISTING LEGISLATION:
N/A

- AV 4



50th Legislature

w O ® ~ &,

10

12
13
14
15
16
17
i8
19
20
21
22
23
24
25

HB 0066/02

APPROVED BY COMM. ON
BUSINESS AND LABOR

HOUSE BILL NO. &6
INTRODUCED BY PAVLOVICH

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FPOR AN ACT ENTITLED: "AN ACT REQUIRING LICENSES FOR

MANUPACPTURERS-AND-BEISPRIBPHFORS MANUFACTURERS-DISTRIBUTORS OF

VIDEQO DRAW POKER MACHINES AND ASSOCIATED EQUIPMENT; IMPOSING
ANNUAL LICENSE FEES; ESTABLISHING QUALIFICATIONS FOR
LICENSURE; PROVIDING FOR INVESTIGATION, BONBING6; RIGHT TO
HEARING, PENALTIES, INSPECTIONS, AND JUDICIAL REVIEW;
AMENDING SECTION 23-5-602, MCA; AND PROVIDING EFFECTIVE

DATES."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 23-5-602, MCA, is amended to read:
"23-5-602. Definitions. As uged in this part, the

following definitions apply:

(1) “Associated equipment" means all PROPRIETARY

devices, machines, or parts used in the manufacture ot

maintenance of a video draw poker maching, including but not

limited tc integrated circuit chips, printed wired assembly,

printed wired boards, printing mechanismg, video display

monitors, and metering devices.
t¥¥({2) "Department"” means the department of revenue.

43}-—"Pistributort--means—-an--individuali-parcnerships

fC}m}ana Legisiative Council
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eoarparation;-or—asseciation—that-supplies-or-providea—-video

draw--poker—-machines——eor——asscciated——equipment--to-anether

ptrson—-fer-satey-usey;-or-distribution-in-this-state——and--ia

not-a-manufacturers

+2¥$4¥{3) "Licensed

establishment that is licensed to sell alcoholic beverages

establishment” means an

for consumption on the premises.
+3¥¢53(4) "Licensee" means an individual, partnership,

eor corporation, or assocjation that has Dbeen issued a

license by the department for the placement and cperation of
video draw poker machines in the licensed establishment of

the individual, partnership, or corperation, or associaticn.

£63(5) “Manufacturer® "MANUFACTURER-DISTRIBUTOR" means

an_individual, partnership, corporation, or association that

assembles, produces, or AND makes OR SUPPLIES video draw

poker machines or associated eguipment for sale, use, or

distribution in this state.

{F4--t8ecurityi-meanas

ta}--a-—suvery--hond--executed--by-—a--manufacturer--or

dimtributor-ss—principat-with-a-corporate--surety—quatified

under-the-inws-of-Montanar-which-bond-rust-be-payabiec-to-the

state--of-Moncana;-conditttoned-npen-—the-frithfui-performanse

ef-atl-requirements-of -this-party-incivding but-not--timited

to--—the--payment of-nil-ticense-fees;-applicatton-processing

fessy—investigatisn-feess-and-penakeiess-or

-2- HB 66

SECOND READING



L . T T

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

HB 0066/02

tby-—-a-deposie-made-with—-the--departmenty--under--such

conditiona-—-as-the-deparcment—-may-presecibhey-of-certificates

of-deposit-or-trrevocabie—ietters-of-credit—issued-by-a-bank

and-indured-by-the-federai-deposit-insurance-corporations

t43¢{81(6) "Used video draw poker machine” means a
video draw poker machine, as that term is defined in this
section, which is owned or possessed by an applicant on the
day he applies for a license for the used machine and which
was owned or operated in the state prior to February 3,
1984.

t5¥¢9¥{7) “Video draw poker machine™ means an
electronic video game machine that, upon insertion of c¢ash,
is available to play or simulate the play of the game of
draw poker, as provided in thia part, wutilizing a video
display and microprocessors in which, by the skill of the
player or by chance, or both, the player may receive free
games or credits that can be redeemed for cash. The term
does not include a machine that directly dispenses coins,
cash, tokens, or anything else of wvalue."”

NEW SECTION. Section 2. Manufacturer--cr—-distribntesr

MANUFACTURER-DISTRIBUTCR of video draw poker machines --

license -~ fees. (1) It is wunlawful for any person to
manufacture, sell, or distribute any video draw poker
machine or associated eguipment for use or play in this

state without having first been issued a manufacturer's--or

-3- HB 66
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distributeris MANUFACTURER-DISTRIBUTOR'S license by the

department.

(2) The department shall charge an annual license fee

tay--$2y5868 $1,000 for the issuance or renewal of a

manufacturerts MANUFACTURER-DISTRIBUTOR'S license;-and.

tby--$17560--for—--the--tssuance---or---renewat-——nf---p
distributoris-licenses

(3) In addition to other license fees, the department
may charge the applicant a one-time manufaetureris—-or

distributorts MANUFACTURER-DISTRIBUTOR'S license application

processing fee. The processing fee may not exceed the
department's actual cests for processing an application,
(4) All mancfacturertis—-—-——--— and—~-——-— distribntorts

MANUFACTURER-DISTRIBUTOR'S 1licenses expire on June 30 of

each year, and the license fee may not be prorated.

(5) The department shall retain the license and
processing fees collected for purposes of administering this
part, except 23-5-615.

NEW SECTION. Section 3. License gualifications -
securiey--- investigation =~- right to hearing. (1)} an
applicant for issuance or renewal of a manufacturerig—or

distributor's MANUFACTURER-DISTRIBUTOR'S license shall:

(3) apply to the department on Eorms prescribed by the

department ;

—4- HR 66
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(b) establiah to the satisfaction of the department
that the applicant's past record and present status as a

manufacturer——or—-distributor MANUFACTURER-DISTRIBUTOR of

video draw poker machines or associated equipment and as a
business person and citizen demonstrate that the applicant
jia 1likely to conduct his business in compliance with all
laws.
+23--In-the-case-of-a-corporate-appiicant:
ta}--the-corporation-must-be-incorporated:
tiy--tn-the-state-sf-Montanary-aithough-the--corporation
nay--be-a-wholiy-er-partiy-owned-substdtary-ef-a-corporation
which-is-ineerporated-in-anccher-state-of-the-nited-Statess
or
tti¥-tn-Another-state——of--the--tnited--States-—-if--the
corperation--is-—-registered--with--the-—Montana-secretary-of
seate—and-anthorized-to-do-business—-in-Mentanas;
tb)--att-—--corporate----officera;-—--directors;--—-and
shareholders---mest—-mest——the--regquirements--of--asubsection
tiytb}s-and
tey-—if-rhe—corporationis-stock-is-traded-on-a-nationat
staek-exchange;-att-corporate—-éfficers--and—-directors—-and
each-——awner-of-5S5k-sr-more-of-the-euntatanding-stock-must-meet
the-requirements-sf-anhsection-ti}{by~
£33--in-the-case-of-any-other-brustnesns-entitys

{ta}--if--the--applicant--consiats—-sf-—more-—than---one

-5- HB 66
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individual;--each—-individuat--must-meet-the-reguirements—of
supsectron—-t:ythir-or
thi-~if--the--applicant--consists—-of--more--than---one
corporationy--each-corporation-must-meet-the-requirements—aof
subsection-t2¥+
t47-—No—manufacturerts-or-distributerts-ticense-may--be
tssued—~by-—-the--deparement-—unliess--che-appiicant-has-£fiied
security;-as-defined-in-23-5-6027--with--the--deparement——to
secure-—ecompliance—~with--this-part--Fhe-total-ameunt-sf-the
security-regquired-of-any-appiicant-must-be-equivatent—-to-the
reasonabie——-vatue--af--ati--machines-—-the---appticant---has
manufactured--or-—-distributed-for-nse-or-piay-in-Montana-fer
all-previcous-license-years-pius-the-deparementis-estimate-aof
the-reascnabte-vatne-of--ati--machines—-the--appttecant——will
manufacture--or-distribute-for-nse-or-pray-in-Montana-during
the-iicense-year-applied-forr-Phe-amount-of-the-security-may
not-exceed-55;000-per-machine-and-may-be--adjusted--aniy—-at
the-time-of-ticense-renewai-
t5y--Any--serety——-for-—a--bend-provided-by-an-appiicant
muat-be-reteased-and-diacharged-from-any-and--ati--tiabtitey
te--the--state-accruing-on-such-bond-after-the-expiration—of
36-days-from-the-date-~the-—department-—-receives—-a--written
request-—for--retenase-and-diacharge;-but-this-prevision-does
not-operate-to-retiever-retease;--or-~drsenarge-—the--surety

from--any—-irabiiity-atready-acerned-or-which—acecrues- before
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the-expiration-af-the-3a-day-—peried--——-A--iticense--muac--he
revoked—-if-the-manufacturer-or-distributer-deea-—not-previde
a-new—surety-or-other-security-before-the-former—-—surety--is
relsased:
t63--Fhe--department--shali-esnduckt-an-investigatien-to
determine-whather--an--appiicant--for--a--manufactureris—-or
distributoris——-iicense---gquatifies—-under-—this--part---Fhe
depatement——shati--require—-the—--appiicant-—-to-—pay-———the
anticipated--actual--costs——of--the-investigation-tn-advance
and7-after-the-completion-of-the-investigation;-shail-refund
overpayments-or-charge-and--ecoliece--amounts-—sunEfictent--teo
reimburse--the-department-for-underpayments-sf-actual-costs<
+#¥{2) A person denied a manufacturer's or
distributor's license has the right to a hearing before the
department. The hearing must be conducted in accordance with

the provisions of the Mantana Administrative Procedure Act.

NEW SECTION. Section 4. Determination of
unsuitability for licensure -- effect. (1) If the department
determines that a manufacturer----ar----distributor

MANUFACTURER-DISTRIBUTOR is unsuitable for issuance of a

license or if a previously issued license is revoked:
{a) the department may not approve any new video draw
poker machine or associated equipment manufactured--or

distributed---by---the----appiicant PRODUCED BY THE

MANUFACTURER-DISTRIBUTOR;
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{(B) THE DEPARTMENT MAY REVOKE A LICENSE FOR A MACHINE

PRODUCED BY THAT MANUFACTURER-DISTRIBUTOR AND OWNED BY A

PERSON IN THE STATE OF MONTANA, AT THE TIME REVOCATION OF

THE MANUFACTURER-DISTRIBUTOR'S LICENSURE ONLY 1IF, AFTER A

REASONABLE LENGTH OF TIME, THE MACHINE REMAINS OUT QF

COMPLIANCE WITH STATE REQUIREMENTS; AND

tby(C) a
MANUFACTURER-DISTRIBUTOR may not sell, transfer, or offer

manufacturer—-----—-— Or—~— distributor

for use or play in this state any new video draw poker
machine or associated equipment;-and
fey--a--manufacturer-or-distributor-shati-terminate-any
assoctation-or-agreement—for-the~-saler-iease;—tvental;—or-use
of-a-video-draw-paker-machine-sr-associated-eguipment,

(2) An ANY ASSOCIATION OR agreement between a

manufacturer-or-distributor THE MANUFACTURER-DISTRIBUTOR and

a licensee is considered to include a provision for its
termination without liability on the part of the 1licensee
upon a determination by the department that the manufacturer

ar-——-distributer MANUPACTURER-DISTRIBUTOR is unsuitable for

licensure. Failure to include such provisions for
termination in an agreement is not a defense in any action
brought under the provisions of this section to terminate
the agreement.

(3) PFailure of a licensee to terminate any association

or agreement with a manufacturer-—--—or—-~-distributar

-8~ HB 66
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MANUFACTURER-DISTRIBUTOR after receiving notice of the

department's determination of wunsuitability for licensure
constitutes grounds for revocation of a--videe--draw--poker

nachine--ticense THE LICENSEE'S VIDEQ DRAW POKER MACHINE

LICENSES.

t4y——f-the-department-determines-that--a—-manufacturer
ts--unsuitabie-—-for-isauance-af-a-ticense-sr-tf-a-previsusty
issued-iicense-is-reveked;-the-priar-approvai-for-atk-~video
draw-poker-machines-and-associated-equipment-manufactured-by
such-manufacturer-ts-automaticatiy-revoked-effective-38-daya
from---the--departmentis--determination--Any--use--of--sueh
machines-or-associated-equipment-constitutes-speration-of-an
tilegai-gambiing-devicer-Fhe--manufacturer——shati--veimbarse
ati—-ewners--znd--itcensees--cf-such-machines-and-assccinted
equipment-for-aiti-seconomie-tesses—-incurred-as--a--result--of
revocation-——of-~-prior---approvat~-fer-—such--machines--anéd
esscctated-equipment -Fhe-security-reguired-in-this-part-may
be-executed-upon-to-satisfy-the-gndgments-entered-on—-behaif
of-etaimaneas

NEW SECTION. Section 5. Penalties -- hearing. +%} If
the department finds reasenable-causs-to--believe, AFTER _A

HERRING CONDUCTED PURSUANT TO THE MONTANA ADMINISTRATIVE

PROCEDURE ACT, THAT a person licensed under this part has
violated any of the provisions of this part or the

department's rules, the department may, in addition to the
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other penalties prescribed:

¢2¥{1) suspend the license for a period of not more
than 180 days;

t9¥(2) impose a civil penalty not to exceed $6,000;

te¥(3) revoke the license:

td¥(4) deny renewal of the license on expiration
thereof; or

te¥(5) impose a combination of any two of the
penalties set forth in subsections (l}+a¥ through £iy¢d)
(4).

{24--h-person-iicensed-under-this-paret--and--determined
by--the--department--to-have-vielated-the-pravisiona-of-this
part-or-the-departmentis-rutes-has-the-right-—-te--a--hearing
before——the--departments-—-FPhe-—hearing—-mast-be-conducted-in
accordance-with-the-provisions-af-the-Mentana-padmrnisteaktive
Procedure—hct~

NEW SECTION. Section 6. Examination and approval of
NEW video draw poker machines and associated equipment --
fee. (1) The department shall examine and approve NEW video
draw poker machines and associated equipment which is
manufactured, sold, or distributed for use in this state
before the video draw pcker machine or associated eguipment
is pimced-into-play-or-use PLAYED OR USED.

{2} A video draw poker machine or asscociated eguipment

may not be examined or approved by the department until the
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mandfacturer--and--distribuktor MANUFACTURER-DISTRIBUTOR for

the machine or associated equipment are I8 licensed as
required in [section 2].
{3) The department shall require the manufaceurer;

diseributory-or--ttcensee MANUFACTURER-DISTRIBUTOR seeking

the examination and approval of a NEW video draw poker
machine or associated equipment to pay the anticipated
actual costs of the examination in advance and, after the
completion of the examination, shall refund overpayments or
charge and collect amounts sufficient to reimburse the
department for underpayments of actual costs.
NEW-SEETION:--Section-F:--Inspectien-of--mandfactureris
and---distributorts---premisesz----Phe---department——or-—its
atthorized-representative-shati-have-the-right-at--any--time
to——inspect-for-the-purpessa-ef-determining-whether-the-taws
of-Montana—and-the-department'‘s——rutes--are--being—-compiied
withs
ti}-—-the---premises-——of--a-~ticensed-—manufackturer—-or
distribotor-of-vides——draw—-poker--machines--and--associated
equiprent;-and
t24—--the-warehouses—trucks;-trazriera;-cars;-or-atreraft
of-any-common-carrier-iiecensed-under-this-parts
NEW SECTION. Section 7. Judicial review of agency
decision. (1) Any interested party has the right to judicial

review of a final decision of the department concerning the
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grant, denial, renewal, revocation, or suspension of a
license required under this part.

{2) A petition for judicial review must conform to the
provisions of Title 2, chapter 4, part 7.

NEW SECTION. Section 8. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject o©f the provisions of this act is
extended to the provisions of this act.

NEW SECTIQN. Section 9. Authority to proceed with
rulemaking. The department of revenue may initiate
rulemaking proceedings under section 9% 8 on or after passage
and approval of this act, but no rules under sections 2
through 8 7 may be made effective prior to the effective
dates of those sections.

NEW SECTION. Section 10. Codification instruction.
Sections 2 through 8 7 are intended to be codified as an
integral part of Title 23, chapter 5, part 6, and the
provisions aof Title 23, chapter 5, part 6, apply to sections
2 through 8 7.

NEW SECTIQN. Section 11, Effective dates. (1) This
section and sections 9 8 and %0 9 are effective on passaée
and approval.

{2) Sections 1 through 8 7 and section %¥ 10 are
effective July 1, 1987.

-End-

-12- HB 66
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HOUSE BILL NO. 66
INTRODUCED BY PAVLOVICH

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: “AN ACT REQUIRING LICENSES FOR

MANHPACPURERS-AND-BISTRIBUPORS MANUFACTURERS-DISTRIBUTORS OF

VIDEO DRAW POKER MACHINES AND ASSOCIATED EQUIPMENT; IMPOSING
ANNUAL LICENSE FEES; ESTABLISEING OQUALIFICATIONS FOR
LICENSURE; PROVIDING FOR INVESTIGATION, BONPENS7 RIGHT TO
BEARING, PENALTIES, INSPECTIONS, AND JUDICIAL REVIEW:
AMENDING SECTION 23-5-602, MCAR; AND PROVIDING EFFECTIVE

DATES."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 23-5-602, MCA, is amended to read:
%23-5-602. Definitions. As used in this part, the

following definitions apply:

{1) "“Agsgociated equipment” means all PROPRIETARY

deyvices, machines, or parts used in the manufacture or

maintenance of a video draw poker machine, including but not

limited to integrated circuit chips, printed wired assembly,

printed wired beoards, printing mechanisms, video display

monitors, and metering devices.

€33{2) "Department” means the Jepartment of revenue.

£33--UPistributori-—peans——an—-individuats-partnershipy

@anﬂ Lagistative Counciv
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corporationy-or-association—-that-supplies—er-provides--vides

draw--poker--mackines-—-er--associated--equipment-—-to-another

person-for-satey-—usey—or-distribution-in-this-seate-—and--is

net-a-manufacturers

t2¥{43(3) "Licensed

establishment that is licensed to sell alcoholic beverages

establishment" means an

for consumption on the premises.
t3}${53{4) “Licensee” means an individual, partnership,

er corpaoration, or aasogciation that has been issued a

license by the department for the placement and cperation of
video draw poker machines in the licensed establishment of

the individual, partnership, or corporation, or association.

£6¥(5) “Manufacturer! "MANUFACTURER-DISTRIBUTOR" means

an individual, partnership, corporaticon, or association that

assembles, produces, or AND makes OR SUPPLIES video draw

poker machines or associated equipment for sale, use, or

distribution in_this state.

t+7y--tSecurity'-means:

{tay-—a--surety--bond--executed--by-—-a—-manufacturer--or

distributer-as-principai-with-a-corporate--surety——guatrified

undet—the—iaus—oﬁ-ﬁontanay-whéch—bené¥muat—be—ggzahie-to—ehe

state--of-Mentanaj;—conditioned-upen-the—£faithful-performance

of-atli-requirements-of-this-part;-inciunding-buet-not——limited

to——the—-payment-of-ati-iicense-feensy-appiicatien-processing

feeasy—investigation-fees;-and-penaities;-or

-2~ HB 66
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tb}--a-deposit-made-with--the—-departmenty--under--such

eonditions——aa—tha-depuztmeat—may—preacriber-uf-eereifieeeea

ef—deposit—or~irrevaeabie—ieétera—ei—eeedie—ésaued-bx-a»bank

and-insuted—by—the—iederni-depesie—insuranee—eerperp;ionr

t43£8¥(6) "Used video draw poker machine” means a
video draw poker machine, as that term iz defined in this
section, which is owned or possessed by an applicant on the
day he applies for a license For the used machine and which
was owned or operated in the state prior to February 3,
1984.

t53183({7) "video draw poker machine® @means an
electronic video game machine that, .ypon insertion of cash,
is available to play or simulate the play of the game of
draw poker, as provided in this part, wutilizing a video
display and microprocessors in which, by the skill of the
player or by chance, or both, the player may receive free
games or credits that can be redeemed for cash. The term
does not include a machine that directly dispenses coins,
cash, tokens, or anything else of value."

NEW SECTION. Section 2. Manufacturer—-or--diéstributes

MANUFACTURER-DISTRIBUTOR of video draw poker machines --

license -- fees. (1) It is unlawful for any person to
nanufactqre. sell, or distribute any video draw poker
machine or associated equipment for use or play in this

state without having firat been issued a wmanufackyrerts-—-as

-3- HR 66
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dtatributorts MANUFACTURER-DISTRIBUTOR'S license by the

department.

(2) The department shall charge an annual license fee
of+ )

tay——-9$2756€ $1,000 for the issuance or renewal of a

manufacturertis MANUFACTURER-DISTRIBUTOR'S licenser-and,

tb3—~$527586--for--the--itssuance---or---renewat-—-of---a
distributeris-iicenses

(3} In addition to other license fees, the department
may charge the applicant a one-time manufactureris--or

distributerts MANUFACTURER-DISTRIBUTOR'S license application

processing fee. The processing fee may not exceed the
department's actual costs for processing an application.
(4} All manufacturerig———~——-— and-——--— distributoris

MANUFACTURER-DISTRIBUTOR'S licenses expire on June 30 of

each year, and the license fee may not be prorated.

(Sy The department shall retain the license and
processing fees collected for purposes of administering this
part, except 23-5-615.

NEW SECTION. Section 3. License qualifications -
security-—-- investigation -- right to hearing. (1) An
applicant for issuance or renewal of a manufacturerts=-or

distributorts MANUFACTURER-DISTRIBUTOR'S license shall:

{a)} apply to the department on forms prescribed by the

department;

-4- HB 66
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{b) establish to the satisfaction of the department
that the applicant's past record and present status as a

manufacturer——ar--distributer MANUFACTURER-DISTRIBUTOR of

video draw poker machines or assoclated equipment and as a
business person and citizen demonstrate that the applicant
is likely to conduct his business in compliance with all
laws.
t+2}--In-the—cane-of-a-corporate-appiicants
tay--the-corporation-must-be-incorporateds
ti¥--in-the-state-cf-Montana;-atthough-the--corporation
may-—-be-a-wholly-or-partiy-owned-subsidrary-of-a-corporation
which-is—incorporated-in—another-state—of-the-United-Statess;
ar _
tity-in-another-state--of--the-~Enited--S5tates--if-—the
corpotation—-is--registered--with--tha--Mentana-seeretary-of

state-and-antherized-to-do-business-in-Montana;

sharehoiders---must-—meet--the--requirements-—of--subsection
y¢tbyr—and
fey——if-the-corperation's-stock-is-traded-en-a-nationat
steck-—eaxchange;-ali-cerporate—-officers--and--directors-—and
sach--owner-of-5%-or-more-of~the-outstanding-stock-must-meet
the-requirements-eof-subsection—tiithi+
$33--E¥n-the-case-cf-any-other-businesa-entity~

tay——if——the--appticant--conaista—-of--more——than—--one
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individuatr--each--individuai--must-meet-the-requirements—of
subsection-{iythyr—or
tb)-—-if--the--appiicant--conaiats—-of--more--chan———-sne
cerporetiony--mach-eorporation-must-meet-the-requirements—of
subsectton-{24+
t4y--Ne-manufactureris—sr-discributoris-license-may--be
issued--by~-the--deparement--uniess--the-applicant-has-fited
se:urityT—as—defined~ia—23—5—6927—-uith--the-*departmene—-te
secure--compitance--with-——this-parts-Fhe-totai-ameunt-of-the
security-required-of-any-applieant-must-be-equivatent-to-the
reasonabie--value--of--ati-—machines—-—-the~--appiicant---has
manufactured--or-—distributed-for-uae-or-piay-in-Mantana—for
aii-previous-license-years-pius-the-departmentis-estimate-of
the-reasenable-vatue-of--aii--machines——the--appiicant—-wiii
mannfecture—-or—distrinEe-Eer-use—cr—piay—in-ﬂontana—during
the—iicenseuyear—appiied—for7-9he—amount-e£-the—seeurity—may
not-exceed-957000-per-machine-and-may-be--adjusted--onty—-at
the-time-of-license-renewats )
t5)-——Any--surety—-for--a--bond-provided-by-an-appticant
must-be-reieased-and-discharged-from-any-and—-ati--iiability
to--the--scate-acerning-on-such-bond-after-the-expiration-of
39-days-from-the-date--the--department--reerives--a—-written
request--for--release-and-dischatgey-but-this-previaien-dees
not-eperate-to-retiever-releaser--or--discharge—-the—-surety

from-~any--itabitiey-already-accrued-er-which-aceruas-beafare

~6- HB 66
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the—ekp&fntian-ei-éhé—35-60}--pééioé:---A——iiceﬁse——musé—-be
vevoked--if-the-manufacturer-er-distributer-does—nat-provide
a—nei—sureey-ae-other—seeurity—beéere-the—farner—-Sureby-—is
reieaseds
f61——!he——depa:tment-—shaii—eeﬁduct—an-inveseigaéion-te
detarmine-whather--an--appticant--for--a--manufactureris--or
distributoris---iicense---qualifies-—under——thig--part-—-Fhe
department--shati--require—-the-—-appiieant-—-to-—-pay—--the
anticipated--actuat--costs--ef--the-investigation-in-advance
andr—aiter—Ehe—compietian—of—the—inve:tégction7—sha11—ra£und
overpaynents—or—eharge—énd——ee}iéeb—-émoéﬁts——snﬁfieienb--tu
reémbﬁrse—-the-department—fer-undeépeynenEs—of*&céuai—eesééf
t714{2) A person denied a manufacturer's or
distributor's 1license has the right to a hearing before the
department. The hearing must be conducted in accordance with

the provisions of the Montana Administrative Procedure Act.

NEW SECTION, Section 4. Determination of
unsuitability for licensure -- effect. (1)} If the department
determines that a manufacturer——--or---—-diskributer

MANUPACTURER-DISTRIBUTOR is uhsuitable for issuance of a

license or if a previously issued license is revoked:
(2) the department may not approve any new video draw
poker machine or associated é&quipment manafactured--or

distributed---By—--the----appiicant  DRODUCED  BY  THE

MANUPACTURER-DISTRIBUTOR;
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(B) THE DEPARTMENT MAY REVOKE A LICENSE FOR A MACHINE

PRODUCED BY THAT MANUFACTURER-DISTRIBUTOR AND OWNED BY A

PERSON IN THE STATE OF MONTANA, AT THE TIME OF REVOCATION GF

THE MANUFACTURER-DISTRIBUTOR'S LICENSURE ONLY IF, AFTER A

REASONABLE LENGTH OF TIME, THE MACHINE REMAINS OUT OF

COMPLIANCE WITH STATE REQUIREMENTS; AND

th3(C) a
MANUFACTURER-DISTRIBUTOR may not =ell, transfer, or offer

manufactHrapr——————— opr——=—=—- distributor

for use or play in this state any new video draw poker
machine or associated equipmenty;-and
{e}--a-manufacknrer-or-distributor-shati-terminace--any
associatisn-or-agreement-for-the-sate7-ieansey—tentalis-or-use
of-a-video-draw-poker—-machine—-or-asasciated-equipment.

{(2) Am ANY ASSOCIATION OR agreement between a

manunfacturer-ar-distributer THE MANUFACTURER-DISTRIBUTOR and

a licensee is considered to imnclude a provision for its
termination without 1liability on the part of the licensee
upon a determination by the department that the manufacturer

or-diskributor MANUFACTURER~DISTRIBUTOR is unsuitable for

licensure. Failure to ianclude such provisions for
termination in an agreement iz not a defense in any action
brought under the provisions of this section to terminaté
the agreement .

(3) Failure of a licensee to termimate any association

or agreement with a manufacturer—--or----distributer

. . HB 66
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MANUFACTURER-DISTRIBUTOR after receiving notice of the

department's determination of unsuitability for licensure
congtitutes grounds for revocation of a-videe-draw-poker

machine-iicense THE LICENSEE'S VIDEO DRAW POKER MACHINE

LICENSES.

téy-—Ef-—the—-departmene-determines-that-a-manufacturer
ts-unsuitable-for-issvance-of-a-ticense-cr-if--a~-previousty
issued--ticense-is-revoked;-the-priar-approvat-for-ati-video
draw-poker-machines-and-asseciated-equipment-manufactured-by
such-manaufacturer-is-automaticatiy-reveked-effective-3f6-days
from--the--department'‘s—-determinationt--Any—-nse-—of-——-sueh
machines-or-asseciated-equipment-constitutes-aperacion-of-an
itiegai--gambiing—-device:--The-manufackurer-shali-reimburse
aiit-owners—and-iicensres-of--seeh--machines--and--aasociated
aquipment——-for-—aii--econemtc-tosses-incurred-as-a-resuit-of
revecation-—cf-—prior--approvalt--fer--—sueh---machines——-and
asacciated-equipments-Phe-seecurity-reguired-in-this-pare-may
be--executed-upon-to—satisfy-the-judgmenta-entered-on-behaif
of-cilaimants:

HEW SECTION. Section 5. Penalties -- hearing. +%} If
the department finds reasonabie-canse-to-beiieve, AFTER A

HEARING CONDUCTED PURSUANT TO THE MONTANA ADMINISTRATIVE

PROCEDURE ACT, THAT a person licensed under this part has

viclated any of the provisions of this part or ‘the

department’'s rules, the department may, in addition to the

-9- HB 66
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other penalties prescribed:

tay(l) suspend the license for a period of not more
than 180 days;

tb¥(2) impose a civil penalty not to exceed $6,000;

te}{3) revoke the license;

td}(4) deny renewal of the license on expiration
thereof; or

+e3({5) impose a combination of any two of the
penalties set forth in subsections (l)tay through tiyfdy
{4)-

¢29-—-A-person-iicensed-under-this-part—-and-—determined
by--the--department--to-have-viotated-the-provisions-of-this
part-or-the-departmentts-ruies-has-the-right--to--a—-hearing
before——the--departmeant:—-Fhe--hearing——must-be-conducted-in
accordance-with-the-provistons-of-the-Montana-Administrative
Procedure-aecks

NEW SECTION. Section 6. Examination and approval of
NEW video draw poker machines and associated equipment --
fee. (1) The department shall examine and approve NEW video
draw poker machines and associated equipment which is
manufactured, sold, or distributed for use in this state
before the video draw poker machine or associated equipment
is ptaced-into-play-or-use PLAYED OR USED.

{2) A video draw poker machine or associated equipment

may not be examined or approved by the department until the

-10- HB 66



W ® N AN s W N

[
(-]

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

HB 0066/03

manufacturer--and--distsibutor MANUFACTURER-DISTRIBUTOR for

the machine or associated equipment amre IS licensed as
required in [section 2].
(3) The department shall require the manufaeturer;y

distributor;-ar--ticensee MANUFACTURER-DISTRIBUTOR seeking

the examination and approval of a NEW video draw poker
machine or associated equipment to pay the anticipated
actual costs of the examination in advance and, after the
completion of the examination, shall refund overpayments or
charge and collect amounts sufficient to reimburse the
department for underpayments of actual costs.
NBW-SEEPION:-—Section-?---¥nspeetion-of--manufackureris
and---distributeris—--premises;----Fha---department—-er--ies
aunthorizred-representative-shail-have-the-right-at--any--time
to—-inapect-for-the-purposes-of-determining-vwhether-the-iawsy
of-Nontana-and—the-departmentia--rutes--are--being--comptied
withs
ti)-—the---premises—--of--a--ticensed--manufacturer——or
distributer-of-video--draw--poker—-machinea--and--asseciated
equipment;-and
t29-—the-warehousey-brucksy—trailers;-cara;-or-aircraft
of-any-common-carrier—-itcensed-under-this-parer
NEW SECTION. Section 7. Judicial review of agency
decigion. (1) Any interested party has the right to judicial

review of a final decision of the department concerning the
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grant, denial, renewal, revacation, or suspension of a
license required under this part.’

{2) A petition for judicial review must conform to the
provisions of Title 2, chapter 4, part 7.

NEW SECTION. Section 8. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION. Section 9. BAuthority to proceed with
rulemaking. The department of revenue may initiate
rulemaking proceedings under section 3 B on or after passage
and approval of this act, but no rules under sections 2
through 8 7 may be made effective prior to the effective
dates of those sections.

NEW SECTION. Section 10. Cadificaticn tnstruction.
Sections 2 through 8 7 are intended to be codified as an
integral part of Title 23, chapter 5, part 6, and the
provisions of Title 23, chapter 5, part &, apply to sections
2 through 8 7.

NEW SECTION. Section 11. Effective dates. (1) This
section and sections 9 8 and 38 9 are effective on passage
and approval.

(2) Sections 1 through 8 7 and section %+ 10 are
effective July 1, 1987.

-End-
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HQUSE BILL NO. 66
INTRODUCED BY PAVLOVICH

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: “AN ACT REQUIRING LICENSES FOR

MANHFPAEPURERS-ANP-B¥3PRIBUPORS MANUFACTURERS-DISTRIBUTORS OF

VIDEO DRAW POKER MACHINES AND ASSOCIATED EQUIPMENT; IMPOSING
ANNUAL LICENSE FEES; ESTABL1SHING QUALIFICATIONS FOR
LICENSURE; PROVIDING FOR INVESTIGATION, BONBIN6y RIGHT TO
HEARING, PENALTIES, INSPECTIONS, AND JUDICIAL REVIEW;
AMENDING SECTION 23-5-602, MCA; AND PROVIDING EFFECTIVE

DATES."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 23-5-602, MCA, is amended to read:
"23-5-602. Definitions. As wused in this part, the

following definitions apply:

(1) *"Associated equipment* means all PROPRIETARY

devices, machines, or parts used in the manufacture or

maintenance of a video draw poker machine, including but not

limited to integrated circuit chips, printed wired assembly,

printed wired boards, printing mechanisms, video display

monitors, and metering devices.

t1)(2) "Department” means the department of revenue.

t3j--“Pistributort--means--an--individual;-partnerships
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corperationy-or -association-that-supplies-or-prevides--video

drnu¥—poker——maehines-»or—fassoeiated--equipmentA—bo—another

persen-far-sale;-use;-or-distribution—in-this-state——and--is

ndt—n—mqgufacturer:

t2¥t43(3) "Licensed establishment™ means an
establishment that is licensed to sell alcoholic beverages
for consumption ¢n the premises.

+314¢5){4) "Licensee" means an individual, partnership,

or corporation, or associafion that bas been issued a

licenge by the department for the placement and operation of
video draw poker machines in the licensed establishment of
the individual, partnership, or corporation, or association.

$64({9) “Manufacturer® “MANUFACTURER-DISTRIBUTOR" means

an individual, partnership, corporatign, or association that

assembles, produces, or AND makes OR SUPPLIES video draw

poker machines ot associated eguipment for sale, use, or

distribution in this state.

t#}--%Gecuricy’-means:

{ay—-a--surety—-bond--executed--by--a--manufacturer——or

distributor-as-principat-with-a-corporate--surety--guaiified

onder-the-taws-sf-Mantanay-which-bond-muse-be-payabie-te-the

atnte--sf-Montanaj-conditiened-upon-the-faithfui-performanee

of-all-requirements-of-this-party-inectuding-but-not--limiced

faes; -investigation-feds; and-penattiesr-or

~-2- HB 66
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tb}--a-deposit-made-with-—-the--department;--under--sueh

conditions--as-the-department-may-preseribey-of-certificates

oE-deposie—or-irrevoceb}e-ietters-of—credit—iasued—by—a—benk

and—inaured—byvthe-Eedera}-éeposit—inaurance—curpors»ioa:

t43t8}{6) "Used video draw poker machine" means a
videc draw poker machine, as that term is defined in this
section, which is owned or possessed by an applicant on the
day he applies for a license for the used machine and which
was owned or operated in the state prior tco February 3,
1984,

t5¥t9%3(7) "Video draw poker machjine" means an
electronic video game machine that, upon insertion of cash,
is available to play or simulate the play of the game of
draw poker, as provided in this part, utilizing a video
display and microprocessors in which, by the skill of the
player or by chance. or both, the player may receive free
games or credits that can be redeemed for cash. The term
does not include a machine that directly dispenses coins,
cash, tokens, or anything else of value."®

NEW SECTION. Section 2. Manufacturer--or--distributes

MANUFACTURER-DISTRIBUTOR of videc draw poker mMachines --

license -- fees. (1) It is unlawful for any person to
manufacture, sell, or distribute any video draw poker
machine or associated equipment for use or play in this

state without having first been issued a manufacturer‘s--sor
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distributorts MANUFACTURER-DISTRIBUTOR'S 1license by the

department.

(2} The department shall charge an annual license fee
ofs:

ta}--$%7500 $1,000 for the issuance or renewal of a

manufactureris MANUFACTURER-DISTRIBUTOR'S licenses-and.

th¥--317500--for--the--issnance---or---renewal-—-of-—-a
distributoris-ticenses

{3) In addition to other license fees, the department
may charge the applicant a one-time manufacturer's--or

distributsris MANUFACTURER-DISTRIBUTOR'S license application

processing fee. The processing fee may not exceed the
department's actual costs for processing an application.
(4) Aall manufactirerin-——---- and-——--- distributor's

MANUFACTURER-DISTRIBUTOR'S licenses expire on June 30 of

each year, and the liicense fee may not be prorated.

{5) The department shall retain the 1license and
processing fees collected for purposes of administering this
part, except 23-5-5615.

NEW SECTION. Section 3. License qualifications -
seenrtby--- investigation -- right t¢ hearing. (1} An
applicant for issuance or renewal of a manufacturer's-or

distributoris MANUFACTURER-DISTRIBUTOR'S license shall:

fa) apply to the department on forms prescribed by the

department ;
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{b) establish to the satisfaction of the department
that the applicant's past record and present status as a

manufacturer——or—--déstributor MANUFACTURER-DISTRIBUTOR of

video draw poker machines or associated equipment and as a
business person and citizen demonstrate that the applicant
is 1likely to conduct his business in compliance with all
laws.

t24--in-the-case-of-a-corporate-applticants

tay—-the-corporatien-muae-be-incerporateds

ti}--in-the-state-of-Montana;-aithough-the--corporation
may-—-be-a-whoility-er-partiy-owned-subsidiary-of-a-corporation
which-i1s-incorporated-in-another-atate-of-the-United-Statess
or

titty-tm-another-state--of--the--United--S5tates——-if——the
corporation--is--registered--with--the--Montana-secretary-of

state-and-acthoarrzed-to-do-business-tn-Mantanas

sharehoiders-——must—-meet--the--requirements--ocf--subsection
ti}¥tbyr-and
tey--if-the-corporationtis-stech-is-traded-on-a-nationat
stock-exchanger-ati-corporate--officers—-and--directors--and
ecach-~oawner-of-5%-or-more-of-the-outstanding-steck-must meet
the-requirements-of-subsection-ti}tb}-
f3¥--in-the-case-of-any-other-bnsinesa-sntitys

ta¥--if--the--appliicant--consists--of --mere--than---one
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individual;~-ecach--individuai--must-meet-the-requirementa-of
subsection-t+3thyc-or

th}--tf-~the--appiicant-—-consista--of - —-moare-—-rhan-—-one
corporationy--each-corporation-must-meet-the-requirementa-cof
snbsection-t2¥=

t4}--Ne-mancfactureris—se-diastributoris-ttcenae-may—-be
issued--by--the--department--uniess--the-appticant—-has-Eiied
seeurityr;-as-defined-in-23-5-6827--with-—~the--department--te
secure—-compiéance——nith——bhié—partr—The—tota}-amount-oE*the
security-required-of-any-appiticant-must-be-equivatent-to-the
reasonabte--vatue--of--ail--machines——-the --applieant---has
manufactnred--or--distributed-for-uae-or-play-itn-Montana-fer
ail-previous-iicense-years-plus-the-departmentis-estimate-of
the-reasenabie-vaitue-of--all--machines--the--appiiecant--witd
manufacture--or-distribute-far-use-or-ptay-in-Montana-during
the-license-year-apptied-for.-Phe-amount-of-the-security-may
not-exceed-$57860-per-machine-and-may-be--adinated--oniy--at
the-time-of-ticense-renewai:

t5y-——Any--—surety -for--a--bond-provided-by-an-appticant
must-be-reiteased-and-discharged-from-any-and--ati--tiability
to--the--state-accruing-on-sach-bond-after-the-expiration-of
39-days-from-the-date--the--department--receives--a--written
request--for--reiease-and-discharge;-but-thisa-prevision-does
not-operate-to-rettever-reteases--or--discharge--the—-sarety

from--any--tiabiiity aiready-accrued-or-which-accruea-before
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the-expiration-of-the-38-day--periods---A--ticense--muse--he
revoked-—if-the-manufacturer-or-distributor-dees—not-provide
a-new-surety-or-other-security-before-the-former--surety--is
retensedr
t6)--Phe—-department--shall-conduct-an-investigation-te
determine-whether--an--appiicant--for--a--manufactureria--or
distributaria---license-—-gquatifies--under--this—-part---Phe
department--shail--require--the-—-appticant---te---pay---the
anticipated--actual--eosts--ef--the-investigation-in-advance
and;-after—the-completion-ocf-the-investigation;-shati-refund
ovecrpaynents-or-charge-and--cottect--amounts--sufficient-—-to
reimburse-—-the-deparement-for-underpayments-of-actuat-costas
€73(2) A perscon denied a manufacturer's or
distributor's 1license has the right to a hearing before the
department. The hearing must be conducted in accordance with

the provisions of the Montana Administrative Procedure Act.

NEW SECTION. Section 4. Determination of
unsuitability for licensure -- effect. {l1) If the department
determines that a manafacturer——-—ar----distribatoer

MANUFACTURER-DISTRIBUTOR 1s unsuitable for issuance of a

license or if a previously issued license is revoked:
(a) the department may not approve any new video draw
pcker machine or associated equipment manufactured-—-or

distributed---by--—the----applicant PRODUCED RY THE

MANUFACTURER-DISTRIBUTOR;
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(B} THE DEPARTMENT MAY REVOKE A LICENSE FOR A MACHINE

PRODUCED BY THAT MANUFACTURER-DISTRIBUTOR AND OWNED BY A

PERSON IN THE STATE OF MONTANA, AT THE TIME OF REVOCATION OF

THE MANUFACTURER-DISTRIBUTOR'S LICENSURE ONLY IF, AFTER A

REASONARLE LENGTH OF TIME, THE MACHINE REMAINS OUT OF

COMPLIANCE WITH STATE REQUIREMENTS; AND

tby{C) a
MANUFACTURER-DISTRIBUTOR may not sell, transfer, or offer

mandfaetnrer——----—— op-——-————- distrtbutar

for use or play in this state any new video draw poker
machine or associated equipment;-—and
tey--a-manufackturar-or-distributor-shati-terminate--any
assoctation-or-agreement-for-the-sate;-tease;-rentatr-or-use
af-a-video-dravw-poker-machine-ar-assceiated-equipment.

(2) An ANY ASSOCIATION OR agreement between a

mandfacturer-or-distributer THE MANUFACTURER-DISTRIBUTOR and

a licensee is ceongidered to include a provision for its
termination without liability on the part of the licensee
upeon a determination by the department that the manufactnrer

or-distributor MANUFACTURER-DISTRIBUTOR is unsuitable for

licensure. Failure to include such provisions Efor
termination in an agreement is not a defense in any action
brought under the provisions of this section to terminate
the agreement.

(3) Failure of a licensee to terminate any association

or agreement with a manufactnrer---or----distributor
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MANUFACTURER-DISTR1BUTOR after receiving notice of the
department's determination of unsuitability for licensure
constitutes grounds for revocation of a-video-draw-poker

maehine-iicense THE LICENSEE'S VIDEO DRAW POKER MACHINE

LICENSES.

té4}--Ff--the--department-determines-that-a-manufacturer
ts-unsnicable—for-issnance-of-a-ltieconse-cr-if--a--previousty
tasued--ticense-ita-reyokedr-the-prior-appreoeval-fer-atl-video
draw-poker-machineas-—and-asaceciated-equipment-manufactured-by
such-manufacturer-is—antomaticaily-revoked-effective-30-days
frem--the--departmentis--determinatians—-Any--use--of---such
machines-or-assoctated-equipment-conatitutes-operatiton-of-an
ittiegal-—-gambling--devicer——Fhe-manufacturer-shati-rveimburse
all-owners-and-iicensees-of--such--machines--and--associated
equipment -—for--ati--econemic-—losses-incurred-as-a-resnte-of
revocation--af--prior--appreval--for---such-~--machines---and
assoctated-equipmentc-Fhe-security-required-in-this-part-may
be--executed-upon-to-satisfy-the-judgments-entered-on-behaif
of-ciaimantas

NEW SECTION. Section 5. Penalties -- hearing. ¢33 If

the department finds reasonabte-canse-te-betieve, AFTER A

HEARING CONDUCTED PURSUANT TC THE MONTANA ADMINISTRATIVE

PROCEDURE ACT, THAT a person licensed under this part has

violated any of the provisions of this part or the

department's rules, the department may, in addition to the
p
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other penalties prescribed:

ta}(l) suspend the license for a period of not more
than 180 days;

tb¥(2) impose a civil penalty not to exceed $6,000;

ter{3) revoke the license;

td+(4) deny renewal of the license on expiration
therecf; or

te}(5) impose a combination of any two of the
penalties set forth in subsections (1)tajy through tij¢d}
{4).

t23--A-person-iticensed-under-thia-part--and--determined
by--the--department--to-have-vistated-the-provistons-of-thia
part-or-the-department's-rnles—has-the-right--to--a--hearing
before--the--departments--Fhe—-hearing--must-be-conducted-in
accordance-with-the-proviatons-of-the-Montana-Administrative
Procedure-Act<

NEW SECTION. Section 6. Examination and approval of
NEW video draw poker machines and associated equipment --
fee. (1) The department shall examine and approve NEW video
draw poker machines and assocciated equipment which is
manufactured, sold, or distributed for use im this state
pefore the video draw poker machine or associated equipment
is placed-into-piay-or-use PLAYED OR USED.

(2) A video draw poker machine or associaled equipment

may not be examined or approved by the department until the
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manufacturer—-and--disteributor MANUFACTURER-DISTRIBUTOR for

the machine or associated equipment are IS licensed as
required in [section 2].
(3) The department shall require the mamnfacturer;

distributory-or--iticensee MANUFACTURER-DISTRIBUTOR seeking

the examination and approval of a HNEW video draw poker
machine or associated equipment to pay the anticipated
actual costs of the examination in advance and, after the
completion of the examination, shall refund overpayments or
charge and collect amounts sufficient to reimburse the
department for underpayments of actual costs.
NBW-SEETPIONT--Section—7: - -Inspection~-of--manufacturearls
and---distributoris---premises:--—-Fhe --department--or--its
authorized-representative-shali-have-the-right-at--any——time
to-—inspect-for-the-purposes-of-determining-whether-the-iaws

af-Maneana-and-the departmentis--ruies--are--being--eompiied

tt3--the—-premises-——-of-—a -licensed--manufacturer-—or
distributor-ef-video--draw—-paker--machines--and--asseciated
equipment-and

t2}--the-warchouse;-trucks;-tratlers;-cars;-or-atreraft
of -any-common—c¢arrier-ticensed-under-this-parts

NEW SECTION. Section 7. Judicial review of agency
decision. (1) Any interested party has the right to judicial

review of a final decision of the department concerning the
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grant, denial, renewal, revocation, or suspension of a
license required under this part.

{2} a petition for judicial review must conform to the
provisions of Title 2, chapter 4, part 7.

NEW SECTION. Section 8. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION. Section 9. Authority to proceed with
rulemaking, The department of revenue may initiate
rulemaking praceedings under section 9 8 on or after passage
and approval of this act, but no rules under gections 2
through B 7 may be made effective prior to the effective
dates of those sections.

NEW SECTION. Section 10. Caodification instruction.
Sectvions 2 througn 8 / are intended to be coditied as an
integral part of Title 23, chapter 5, part 6, and the
provisions of Title 23, chapter 5, part 6, apply to sections
2 through 8 7.

NEW SECTION. Section 11. Effective dates. (1} This
section and sections 9 8 and 18 9 are effective on passage
and appraval.

{2) Sections 1 through 8 7 and section %t 10 are
effective July 1, 1987.

-End-
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