
HOUSE BILL NO. 863 

INTRODUCED BY WALLIN, BRANDEWIE, KELLER, SIMON, 
HANSEN, HAYNE, PECK, HARP, THO~~S, BACHINI, COBB, 

ELLISON, PETERSON, THOFT, WINSLOW, COMPTON, HOFFMAN, 
KADAS, HANNAH, KITSELMAN, EUDAILY, GIACOMETTO, MENKE, 

MERCER, SWITZER, NELSON, NATHE, LORY, FRITZ, REAM, 
HARPER, MEYERS, CORNE', REHBERG, HANSON, DONALDSON 

IN THE HOUSE 

MARCH 5, 1987 INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & LABOR. 

MARCH 19, 1987 

lilt ... ..._,.,.,.. ... ~,.., 

~ ':187 i'·L.-...r'' -~, ~ . ._., : 

MARCH 23, 1987 

MARCH 24, 1987 

MARCH 25, 1987 

APRIL 9, 1987 

APRIL 11, 1987 

.Z:..PRIL 14, 1987 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

l:'RI2EING ESPORT. 

SECOND READING, DO PASS AS &~ENDED. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 93; NOES, 5. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

STATEMENT OF INTENT ADOPTED. 

ON MOTION, CONSIDERATION PASSED 
FOR THE DAY. 

SECOND READING, CONCURRED IN AS 
AMENDED. 



APRIL 14, 1987 

APRIL 16, 1987 

APRIL 17, 1987 

ON MOTION, RULES SUSPENDED TO PLACE 
BILL ON THIRD READING THE 83RD 
LEGISLATIVE DAY. 

THIRD READING, CONCURRED IN. 
AYES, 50; NOES, 0. 

RETURNED TO HOUSE WITH AMENDMENTS 
AND STATEMENT OF INTENT. 

IN THE HOUSE 

RECEIVED FROM SENATE. 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

SECOND READING, STATEMENT OF 
INTENT ADOPTED. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, STATEMENT OF 
INTENT ADOPTED. 

SENT TO ENROLLING. 
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MACHINE NET INCOME TAX; PROVIDING 

INCOME TAX DISTRIBUTION TO THE UNIVERSITY SYSTEM; 

SECTIONS 23-5-602, 23-5-603, 23-5-605, 23-5-607, 

FOR NET -;;;;::/~ 
AHENDING?k 

23-5-608, 

23-5-612, AND 23-5-615, MCA; AND PROVIDING AN EFFECTIVE 

DATE." 

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) "Department" means the department of revenue. 

(2) "Keno machine" means an electronic video game 

machine that, upon insertion of cash, is available to play 

or simulate the play of the game of keno or bingo as 

provided in part 4 of this chapter, 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 ~_£_£redits that can be redeemed for cash. The term 

~~ ,..,,,.,, •• couna. 
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1 does not .tnclude a machine that oiirectly dispenses coins, 

2 cash, tokens, or anything else of value. 

3 ti!till "Licensed establishment" means an establishment 

4 that is licensed to sell alcoholic beverages for consumption 

5 on the premises. 

6 t3ti!l 11 Licensee" means an individual, partnership, or 

7 corporation that has been issued a license by the department 
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for the placement and operation of video draw poker machines 

in the licensed establishment of the individual, 

partnership, or corporation. 

(5) "Net machine income" means money put into a video 

draw poker or keno machine minus credits paid out in cash. 

(6) "Used keno machine .. means a keno machine, as that 

term is defined in this section, that is owned or possessed 

by an applicant on the day he applies for a license for the 

used machine and that was owned or operated in the state 

prior to June 30, 1987. 

t4till "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 foe a license for the used machine and which was 

owned or operated in the state prior to February 3, 1984. 

t5till ••video draw poker machine" means an electronic 

video game machine that, upon insertion of cash, is 

available to play or simulate the play of the game of draw 
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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 anythin9 else of value. 11 

Section 2. Section 23-5-603, MCA, is amended to read: 

"23-5-603. Video draw poker machines -- possession -­

play -- restriction. No person may place an electronic video 

game machine that simulates or offers a game of poker in his 

licensed establishment unless he is licensed under 23-5-612. 

Machines licensed under 23-5-612 are legal, and it is legal 

to play such machines, except that a person under the age of 

18 years may not play a video draw poker or keno machine. 

The provisions of part 3 of this chapter do not apply to or 

prohibit video draw poker or keno machines or th playing of 

such machines." 

Section 3. Section 23-5-605, MCA, is amended to read: 

11 23-5-605. Powers and duties of the department 

licensing. (1) The department shall administer the 

provisions of this part, except 23-5-615. 

(2) The department shall adopt rules implementing this 

part, except 23-5-615, and7~ 

~ with respect to state licenses: 

tatiil provide licensing procedures; 
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tbt(ii) prescribe necessary application forms; and 

tetll!ll grant or deny license applications•L 

(b) with respect to the video draw poker and keno 

machine net income tax: 

( i) prescribe 

licensees; 

recordkeeping requirements Eor 

(ii) provide a procedure for inspection of records; and 

{iii) provide a method for collection of the tax. 

{3} The department may not deny or place a condition 

on a license except for reasonable cause. 

(4) The department is a criminal justice agency, and 

designated employees are granted peace officer status with 

powers of search, seizure, and arrest to regulate and 

control those persons licensed under this part, except 

23-5-615. 1
' 

Section 4. 

"23-5-607. 

Section 23-5-607, MCA, 

Expected payback 

is amended to read: 

verification. The 

department shall prescribe the expected payback value of one 

credit played to be at least 80% of the value of a credit. 

Each video draw poker or keno machine must have an 

electronic accounting device that the department may use to 

verify the winning percentage. 11 

Section 5. Section 23-5-608, MCA, is amended to read: 

''23-5-608. Limitation on amount of money played and 

value of prizes. A video draw_poker or keno machine may not 
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allow more than $2 to be played on a game or award free 

games or credits in excess of the value of $100 per hand. 11 

Section 6. Section 23-5-612, MCA, is amended to read: 

"23-S-612. State license -- fee used video draw 

poker and bingo machines. (1) (a) The department of revenue, 

upon payment of the· fee provided in subsection (l)(b) and in 

conformance with rules adopted under 23-5-605, shall issue 

to the licensee a license for each video draw poker or bingo 

machine. 

(b) The department shall charge an annual license fee 

of $+7 599 $500 for each video draw poker machine and $100 

for each keno machine. The department shall retain 5% 9\ of 

the total license fee collected ±n-fi~c8±-year~-l986-8nd 

i98~--8nd--shali--retain--3%--therea£ter for purposes of 

administering this part, except 23-5-615. The department 

shall depos±t-one-third-of-the-remeininq-~ee--in--the--stete 

gener8l--£tlnd-end forward two-th~rd~-e~ the remaining fee to 

the treasurer of the county or the clerk, finance officer, 

or treasurer of the city or town in which the licensed 

machine is located, for deposit to the county or municipal 

treasury. Counties are not entitled to proceeds from fees 

on licensed machines located in cities and towns. The 

license expires on June 30 of each year, and the fee is 

prorated. The two-th~rd~ local government portion of the 

anntJal fee is statutorily appropriated to the department as 

-5-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1731/01 

provided in 17-7-502 for deposit to the county or municipal 

treasury. 

(2) A used video draw poker machine may be licensed 

under subsection (1) without meeting the requirements of 

23-5-606(4)(j), (4)(k), and (4)(o) if the applicant for 

licensure can establish to the satisfaction of the 

department that, on the date of application, he owns or 

possesses a machine which was owned or operated in the state 

pcior to February 3, 1984. A license issued under this 

subsection expires 1 year from the date of issuance or on 

July 1, 1987, whichever occurs first. 

(3) A used keno machine may be licensed under 

subsection (1) without meeting the requirements of [section 

8] if the applicant for licensure can establish to the 

satisfaction of the department that, on the date of 

application, he owns or possesses a machine that was owned 

or operated in the state prior to June 30, 1987. A license 

issued under this subsection expires 1 year from the date of 

issuance, but a machine not meeting the requirements of 

[section 8] may not be licensed after Jun~- 30, 1989. 

(Subsection (2) terminates July 1, 1987--sec. 15, Ch. 720, 

L. 1985. ) 11 

Any 

section 7. 

11 23-5-615. 

city, town, 

Section 23-5-615, MCA, is amended to read: 

Licensing by local governing bodies. (1) 

or county gover ,;g body may issue to a 
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person who meets the qualifications of 23-5-611 a license 

fo~ each video draw poker machine to be used on the premises 

of a licensed establishment. A machine may be licensed by a 

city or town if located in the city or town or by the county 

if the machine is not located in a city or town. 

In addition to the license fee paid under (2) 

23-5-612, a governing body may charge an annual license fee 

for each license issued under this section. The license 

expires on June 30 of each year, and the fee must be 

prorated. 

( 3) Such 1 icense fee may not exceed $1 7 999 $500. 11 

NEW SECTION. Section 8. Keno machine specifications. 

Each keno machine must: 

(1) be inspected in the state of Montana for 

certification and licensure by the department; 

(2) be connected with a system consisting of 

player-operated terminals. The terminals must be intelligent 

devices operated by the players in the manner specified in 

this part. 

(3) not have any switches, jumpers, wire posts, or any 

other means of manipulation that could affect the operation 

or outcome of a game; and 

(4) offer only the game of keno and have the following 

method of operation: 

(a) the numbered objects must be mixed after each game 
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of keno is played: 

(b) the game must have one memory location for each 

number in the receptacle. The numbered objects must be mixed 

by use of a random number generator. 

(c) the game must display the number of spaces picked 

for which free games or credits will be awarded and the 

number of free games or credits for each game; 

(d) the machine must have doors to two locking areas, 

one area containing the logic board and software for the 

game of keno and the other housing the cash compartment and 

mechanical meters. These areas must be locking and 

separated. Access to one from the other must not be allowed 

at any time. 

(e) the machine must have two mechanisms, hereinafter 

referred to as "mechanism 1•• and "mechanism 2", that accept 

quarters; 

(f) the machine must be capable of printing a ticket 

voucher for the player at the completion of each game. If 

credits are owed the player, the ticket must contain: 

(i) the name of the licensed establishment; 

(ii) the name of the city, town, or county in which the 

licensed establishment is located; 

(iii) the value of the prize in numbers; 

(iv) the value of the prize in wordSi 

(v) the time of day, in hours and minutes in a 24-hour 
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format; 

(vi) the date; 

(vii) the machine license number or serial number up to 

eight digits; 

(viii) the sequential number of the ticket voucher; and 

(ix) an encrypted validation number from which the 

validity of the prize can be determined: 

(g) an exact copy of each printed ticket voucher must 

be printed and retained within the machine; 

(h) the machine must have nonresettable mechanical 

meters housed in the cash compartment that keep a permanent 

record of: 

(i) coins accepted by each coin acceptor; 

(ii) credits played by player; 

(iii) credits won by player; and 

(iv) credits printed out by the ticket voucher printer; 

(i) the machine must contain electronic metering, 

using meters that ~ecord the following and display them on 

the video screen: 

(i) total coins in mechanism 1, total coins in 

mechanism 2, and total coins in mechanisms 1 and 2 combined; 

{ii) total credits, total credits played, and total 

credits won; 

(iii) total games of keno played and total games of 

keno won; 
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{iv) total errors from the logic board random access 

memory; and 

(v) total examination of electronic meters; 

(j) the machine may not have any functions or 

parameters adjustable by or through any separate video 

display or input codes, except for the adjustment of 

features that are wholly cosmetic; 

(k) the machine 

external switch, 

performance synopsis 

contain: 

an 

must issue, by activation of an 

accounting ticket containing a 

of the machine. The ticket must 

(i) the name of the licensed establishment; 

(ii) the name of the city, town, or county in which the 

licensed establishment is located; 

(iii} the license number of the machine; 

(iv) the time of day, in hours and minutes in a 24-hour 

format; 

(v) the date; and 

(vi) the electronic meter readings requi~ed by 

subsection (4)(i). 

NEW SECTION. Section 9. Video draw poker and keno 

machine net income tax -- records -- quarterly statement and 

payment. (1) Each licensee shall pay to the department a 

video draw poker and keno machine tax of 25% of net machine 

income from each video draw poker and keno machine licensed 

-10-
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under this part. 

(2) Each licensee shall keep a record of net machine 

income in such form as the department may require. The 

records must at all times during the business hours of the 

licensee be subject to inspection by the department, its 

agents, or employees. 

{3) Each licensee shall, within 15 days after the end 

8 of each quarter, complete and deliver to the department a 

9 statement showing the total net machine income from each 

10 video draw poker and keno machine licensed to him, together 

11 with the total amount due the state as video draw poker and 

12 keno machine net income tax for the preceding quarter. The 

13 statement must contain such other information as the 

14 department may require. 

15 (4) The tax collected under subsection (3) must be 

16 forwarded to the state treasurer for deposit in an account 

17 in the state special revenue fund to the credit of the 

18 university system. Money in the account is subject to 

19 appropriation by the legislature for the university system 

20 

21 

22 

23 

24 

25 

and must be spent in accordance with the appropriation. 

NEW SECTION. Section 10. 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 11. Codification instruction. 

-11-
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Sections 8 and 9 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 6, apply to sections 8 and 9. 

NEW SECTION. Section 12. Effective date. This act is 

effective June 30, 1987. 

-End-
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Form BD-15 
In compliance with a written request, there is hereby submitted a Fiscal Note for HB863, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act revising the video draw poker machine control law by reducing the state and local license fees; defining 
keno machine; providh.g specifications for keno machines; imposing a video draw poker and keno machine net income 
tax; providing for net income tax distribution to the university system; and providing an effective date. 

ASSUMPTIONS: 
1. Total poker machine license fees will be $4,344,000 in FY88 and $4,387,500 in FY89 (Based on FY87 licensing 

data). 
2. Average video poker machine net income is $16,500 per year (Investigations and Enforcement Division). 
3. Under the proposed law all video poker machine net income would be reported. 
4. Under the proposed law necessary verification of poker machines net income will require 1 FTE Grade 10, 

Step 2, Office Auditor and 1 FTE Grade 13, Step 2, Field Auditor ($42,556 combined salary and benefits). 
5. There will be 2,896 (full year) licensed video poker machines in FY88 and 2,925 (full year) in FY89. 

(Revised assumption based on FY87 licensing data). 
6. The proposed law would become effective June 30, 1987. Therefore, poker and keno machine net income would 

be collected for three quarters in FY88 and all of FY89. 
7. Under current law, for FY88 and FY89, administrative expenses are 3% of total license fees. 
8. Under the proposal, administrative expenses are 9% of license fees. 

FISCAL IMPACT: 
The proposed tax on net keno machine income could raise significant revenue. It is not possible to accurately 
estimate the fiscal or expenditure impact of a tax on net keno machine income because information is not available 
on the number and net income of keno machines in the state. The estimates below are for video poker machines only. 

Revenue Impact: 
FY88 FY89 

Current Law Proposed Law Difference Current Law Proposed Law Difference 
Video Poker 

License Fees $ 4,344,000 $ 1,448,000 $(2,896,000) $ 4,387,500 $ 1,462,500 $(2,925,000) 
Video Poker 

Net Income Tax 0 8 1 959 1 500 8 1 959 1 500 0 12 1 065 1 625 12 1 065 1 625 
TOTAL $ 4,344,000 $10,407,500 $ 6,063,500 $ 4,387,500 $13,528,125 $ 9,140,625 

/) ~~~ DAT£3//~J ~iruNTE ~UDGEDrRECTOR I 

r 

~J/1lZ~av DATE 
NORM WALLIN, PRIMARY SPONSOR 

Office ot Budget and Program Planning 
Fiscal Note for HB863, as introduced. 

f1BT'1 



Fiscal Note Request, HB863, as introduced. 
li'orm BD-15 
Page 2 

Expenditure Impact: 
I1]J!. 

Current Law Proposed Law Difference 
Video foker 

Program * $ 130,320 $ 172,876 $ 42,556 

FY89 -Current Law Proposed Law Difference 

$ 131,625 $ 174,181 $ 42,556 

* Proposed law administrative funds would be insufficient to meet anticipated expenditures. (Video poker machines 
only.) 

Fun~ Infotmation: 
General :Fund $ 1,404,559 $ 0 $(1,404,559) $ 1,418,623 $ 0 $(1,418,623) 
Video Poker Program 130,320 130,320 0 131,625 131,625 0 
Local Governments 2,809,121 1,317,680 0,491,441) 2,837,252 1,330,875 (1,506,377) 
University System 0 8,959,500 8,959,500 0 12,065,625 12,065,625 

EFFECT ON COUNTY OR OTH!:R LOCAL. REVENUE OR EXPENDI'TIJRKS: 
It is not possible to accurately assess the net local impact of the p:roposed legislation. The proposal would 
result in a 1oss of local video poker machine revenue (state collected) of approximately $1.491 million in FY88 
and $1.506 million in FY89. it would also lower the maximum poker license fee a local government may charge from 
$1,000 to $500 per year. It is possible that the local government share of proposed keno license fees would 
replace any revenue losses associated with the proposed Changes in video pok.er license fees. 

TECftMICAL OR ~I£Ak DEFECTS tN PROPOSED LEGISLATION OR CONFLICTS WIT§ gKI§TING LEGISLATION: 
Electronic .. taring devices w~u14 be needed to verify the income of keno machines under the proposed law. 

lfiJT'3 
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APPROVED BY COMM. ON 
BUSINESS AND LABOR 

HOUSE BILL NO. 863 

INTRODUCED BY WALLIN, BRANDEWIE, KELLER, SIMON, 

HANSEN, HAYNE, PECK, HARP, THOMAS, BACHINI, COBB, 

ELLISON, PETERSON, THOFT, WINSLOW, COMPTON, HOFFMAN, 

KAOAS, HANNAH, KITSELMAN, EUDAILY, GIACOMETTO, MENKE, 

MERCER, SWITZER, NELSON, NATHE, LORY, FRITZ, REAM, 

HARPER, MEYERS, CORNE', REHBERG, HANSON, DONALDSON 

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE VIDEO 

POKER MACHINE CONTROL LAW BY REDUCING THE STATE AND LOCAL 

LICENSE FEES; DEFINING KENO MACHINE; PROVIDING 

SPECIFICATIONS FOR KENO MACHINES; IMPOSING A VIDEO DRAW 

POKER AND KENO MACHINE NET INCOME TAX; PROVIDING FOR NET 

INCOME TAX DISTRIBUTION TO THE UNIVERSITY SYSTEM; AMENDING 

SECTIONS 17-7-502, 23-5-602, 23-5-603, 23-5-605, 23-5-607, 

23-5-608, 23-5-612, AND 23-5-615, MCA; AND PROVIDING AN 

EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

section 1. Section 23-5-602, MCA, is amended to read: 

u23-5-602. Definitions. As used in this part, the 

following definitions apply: 

( 1} "Department" means the department of revenue. 

{~ "Keno machine" means an electronic video qame 

mach-·~- that, upon insertion of cash, is available to play 
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or simulate the play of the game of keno or bingo as 

provided in part 4 of this chapter, utilizing a video 

display and microprocessors, in which by the skill of the 

player or by chance, or bothr 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. 

titill "Licensed establishment" means an establishment 

that is licensed to sell alcoholic beverages for consumption 

on the premises OR AN ESTABLISHMENT LICENSED UNDER 23-5-421. 

t3ti!l "Licensee" means an individualr partnership, or 

corporation 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, or corporation. 

(5) "Net machine income" means money put into a video 

draw poker or keno machine minus credits paid out in cash. 

(6) "Used keno machine" means a keno machine, as that 

term is defined in this section, that is owned or possessed 

by an applicant on the day he applies for a license for the 

used machine and that was owned or operated in the state 

prior to June 30, 1987. 

t4till_ "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 

-2- HB 863 
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applies for a license for the used machine and which was 

owned or operated in the state prior to February 3, 1984. 

t5tffi "Video draw poker machine" 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. 11 

Section 2. Section 23-5-603, MCA, is amended to read: 

"23-5-603. Video draw poker machines -- possession -­

play -- restriction. No person may place an electronic video 

game machine that simulates or offers a game of poker in his 

licensed establishment unless he is licensed under 23-5-612. 

Machines licensed under 23-5-612 are legal, and it is legal 

to play such machines, except that a person under the age of 

18 years may not play a video draw poker or keno machine. 

The provisions of part 3 of this chapter do not apply to or 

prohibit video draw poker or keno machines or the playing of 

such machines. 11 

Section 3. Section 23-5-605, MCA, is amended to read: 

11 23-5-605. Powers and duties of the department 

licensing. (1) The department shall administer the 
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provisions of this part, except 23-5-615. 

(2) The department shall adopt rules implementing this 

part, except 23-5-615, and7~ 

i!l with respect to state licenses: 

tati!l provide licensing procedures; 

tbtiiil prescribe necessary application forms; and 

tet(iii) grant or deny license applicationSTL 

(b) with respect to the video draw poker and keno 

machine net income tax: 

( i) prescribe recordkeeping r_equirements for 

licensees; 

(ii) provide a procedure for inspection of records; and 

(iii) provide a method for collection of the tax. 

(3) The department may not deny or place a condition 

on a license except for reasonable cause. 

(4} The department is a criminal justice agencyr and 

designated employees are granted peace officer status with 

powers of search, seizure, and arrest to regulate and 

control those persons licensed under this part, except 

23->-615." 

Section 4~ Section 23-5-607, MCA, is amended to read: 

"23->-607. Expected payback verification. The 

department shall prescribe the expected payback value of one 

credit played to be at least 80\ of the value of a credit. 

Each video draw poker or keno machine must have an 
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electronic accounting device that the department may use to 

verify the winning percentage." 

section 5. Section 23-5-608, MCA, is amended to read: 

"23-5-608. Limitation on amount of money played and 

value of pri2es. A video draw poker or keno machine may not 

allow more than S2 to be played on a game or award free 

games or credits in excess of the value of $100 per hand.'' 

section 6. Section 23-5-612, MCA, is amended to read: 

"23-5-612. State license -- fee used video draw 

poker ~ bingo KENO machines. (1) (a) The department of 

revenue, upon payment of the tee provided in subsection 

(l}(b) and in conformance with rules adopted under 23-5-605, 

shall issue to the licensee a license for each video draw 

poker or bingo KENO machine. 

(b) The department shall charge an annual license fee 

of $i:r569 ~.ea V__Q_Q_ for each video draw poker machine and 

$100 for each keno machine. The department shall retain 5~ 

9' $100 of the total license fee collected i"-Eisea±-years 

i9B6-cnd-i987-cnd-~hcll-re~8in-3%-the~~e~te~ for purposes of 

administering this part, except 23-5-615. The department 

shall de~osit--one-third--of-t~e-~emainin9-£ee-in-~h~-stete 

9en~rar-f~nd-and forward two-thirds-o£ the remaining fee to 

the treasurer of the county or the clerk, financ2 officer, 

or treasurer of the city or town in which the licensed 

machine is located, for deposit to the county or municipal 
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treasury. Counties are not entitled to proceeds from fees 

on licensed machines located in cities and towns. The 

license expires on June 30 of each year, and the fee is 

prorated. The ~we-~hi~ds local gove~nment portion of the 

annual fee is statuto~i1y app~opriated to the department as 

p~ovided in 17-7-502 for deposit to the county or municipal 

treasu~y. 

(2) A used video d~aw poker machine may be licensed 

under subsection (1) without meeting the ~equirements of 

23-5-606(4)(j), (4)(k), and (4)(0) if the applicant for 

licensure can establish to the satisfaction of the 

department that, on the date of application, bhe owns or 

possesses a machine which was owned or operated in the state 

prior to February 3, 1984. A license issued under this 

subsection expires 1 year from the date of issuance or on 

July 1, 1987, whichever occurs first. 

(3) A used keno machine may be licensed under 

subsection {1) without meeting the requirements of [section 

8] if the applicant for licensure can establish to the 

satisfaction of the department that, on the date of 

!P.Plication, he owns or possesses a machine that was owned 

or operated in the state prior to June 30, 1987. A license 

issued under this subsection expires ~~8r_-Erom-the-d~~~-o£ 

i~g~a~ee,--bttt--e--maehi~e--not--meet~~g-the-req~±remene~-or 

f~eetion-8t-may-no~-be-T~eensed-efter FOR ALL PURPOSES NO 
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LATER THAN June 30, 1989. (Subsection (2) terminates July l, 

1987--sec. 15, Ch. 720, L. 1985.)" 

Section 7. Section 23-S-615, MCA, is amended to read! 

"23-5-615. Licensing by local governing bodies. ( 1) 

Any city, town, O[ county governing body may issue to a 

person who meets the qualifications of 23-5-611 a license 

for each video draw poker machine to be used on the premises 

of a licensed establishment. A machine may be licensed by a 

city or town if located in the city or town or by the county 

if the machine is not located in a city or town. 

(2} In addition to the license fee paid under 

23-5-612, a governing body may charge an annual license fee 

for each license issued under this section. The license 

expires on June 30 of each year, and the fee must be 

prorated. 

( 3) Such license fee may not exceed $1,999 '>S9S $100." 

NEW SECTION. section 8. Keno machine specifications. 

Each keno machine must: 

( 1) be inspected in the state of Montana for 

certification and licensure by the department: 

(2) be connected with a system consisting of 

player-operated terminals. The terminals must be intelligent 

devices operated by the players in the manner specified in 

this part. 

(3) not have any switches, jumpers, wire posts, or any 
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other means of manipulation that could affect the operation 

or outcome of a game; and 

(4) offer only the game of keno and have the following 

method of operation: 

(a) the n~mbered--objeets NUMBERS must be mixed after 

each game of-keno is played: 

{b) the game must have one memory location for each 

number in-tfte-reeep~ae%e. The nnmbered-ob;eet~ NUMBERS must 

be mixed by use of a random number generator. 

(C) EACH GAME MUST HAVE A FIELD OF NUMBERS FROM 1 TO 

75 OR l TO 80 FOR EACH GAME OF KENO OR BINGO THAT IS PLAYED. 

THERE MUST BE AT LEAST 20 NUMBERS DRAWN IN EACH GAME. 

tet1Ql the game must display the number of spaces 

picked for which free games or credits will be awarded and 

the number of free games or credits for each game; 

tdt~ the machine must have doors to two OR MORE 

locking areas, one area containing the logic board and 

software for the game of keno and the other OTHERS housing 

the cash compartment and mechanical meters. These areas must 

be locking and separated. Access to one from the other must 

not be allowed at any time. 

tetm_ the machine must have two mechanisms, 

hereinafter referred to as "mechanism 1" and "mechanism 2", 

that accept quarterst. THE MACHINE MAY HAVE A MECHANISM THAT 

ACCEPTS CASH IN THE FORM OF BILLS. 
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(G) EACH QUARTER MUST REPRESENT ONE CREDIT; 

(H) THE GAME MUST DISPLAY THE COMBINATIONS FOR WHICH 

FREE GAMES OR CREDITS WILL BE AWARDED AND THE NUMBER OF FREE 

GAMES OR CREDITS ~R EACH COMBINATION; 

t£71!1 the machine must be capable of printing a 

ticket voucher for the player at the completion of each 

game. If credits are owed the player, the ticket must 

contain: 

(i} the name of the licensed establishment; 

(ii) the name of the city, town, or county in which the 

licensed establishment is located; 

(iii) the value of the prize in numbers; 

(iv) the value of the prize in words; 

(v) the time of day, in hours and minutes in a 24-hour 

format; 

(vi) the date: 

(vii) the machine license number or serial number up to 

eight digics; 

(viii) the sequential number of the ticket voucher; and 

(ix) an encrypted validation number from which the 

validity of the prize can be determined; 

t9t~ an exact copy of each printed ticket voucher 

must be printed and retained within the machine; 

'.'"hti!l the machine must have nonresettable 11.echanical 

meters housed in the cash compartment that keep a permanent 
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record of: 

(i) TOTAL coins accepted by eaeft BOTH coin aeeep~or 

ACCEPTORS; 

(II) THE MACHINE MAY HAVE A MECHANISM THAT ACCEPTS CASH 

IN THE FORM OF BILLS; 

tiitl!!!l credits played by player; 

tiHti!Yl credits won by player; and 

tivtiYl credits printed out by the ticket voucher 

printer; 

tit~ the machine must contain electronic metering, 

using meters that record the following and display them on 

the video screen: 

(i) total coins in mechanism 1, total coins in 

mechanism 2, and total coins in mechanisms 1 and 2 combined; 

(II) IF THE MACHINE HAS A BILL ACCEPTOR, IT MUST 

CONTAIN ELECTRONIC METERING USING METERS THAT RECORD TOTAL 

COINS IN MECHANISMS 1 AND 2 COMBINED AND TOTAL CREDITS IN 

THE BILL ACCEPTOR; 

tiitl!!!l total credits, total credits played, and 

total credits won; 

tiiit~ total games of keno played and total games of 

keno won; 

tivtlYl total errors from the logic board random 

access memory; and 

tvtiYll total examination of electronic meters; 
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tit~ the machine may not have any functions or 

parameters adjustable by or through any separate video 

display or input codes, except for the adjustment of 

features that are wholly cosmetic; 

(N) THE TERMINAL SHALL MAINTAIN THREE SEPARATE COPIES 

IN INDEPENDENT, NONVOLATILE MEMORIES OF ALL DATA IN 

SUBSECTIONS (4)(1)(I) THROUGH (4)(l)(VI) AND ANY CURRENT 

GAME DATA. TWO OF THESE INDEPENDENT, NONVOLATILE MEMORIES 

SHALL BE CONTAINED IN A REMOVABLE MODULE TO ALLOW OFF-LINE 

DATA RECOVERY. 

(0) ANY TIME CRITICAL DATA IS ACCESSED, THERE MUST BE 

A COMPARISON OF ALL THREE INDEPENDENT NONVOLATILE MEMORIES. 

IF AT ANY TIME ONE COPY DOES NOT MATCH WITH THE OTHER TWO, 

AN ERROR MUST BE RECORDED AND THE MISMATCHED COPY CORRECTED. 

A SYSTEM FAILURE MUST RESULT WHEN NONE OF THE THREE MATCH OR 

A DETECTED ERROR CANNOT BE CORRECTED. 

(P) ACCESS TO THE AREA CONTAINING THE LOGIC BOARD AND 

SOFTWARE MUST BE DETECTED EVEN IF ACCESS IS MADE WITH POWER 

REMOVED; 

tlttJ.Ql the machine must issue, by activation of an 

external switch, an accounting ticket containing a 

performance synopsis of the machine. 

contain: 

The ticket must 

(i) the name of the licensed establishment; 

(ii) the name of the city, town, or county in which the 
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licensed establishment is located; 

liii) the license number of the machine; 

(iv) the time of day, in hours and minutes in a 24-hour 

fo~mat; 

(v) the date; and 

(vi) the electronic meter readings required by 

subsection t4ttit ~· 

NEW SECTION. Section 9. Video draw poker and keno 

machine net income tax -- records -- quarterly statement and 

payment. (1) Each licensee shall pay to the department a 

video draw poker and keno machine tax of zs• 15\ of net 

machine income from each video draw poker and keno machine 

licensed under this part. 

(2} Each licensee shall keep a record of net machine 

income in such form as the department may require. The 

records must at all times during the business hours of the 

licensee be subject to inspection by the department, its 

agents, or employees. 

(3) Each licensee shall, within 15 days after the end 

of each quarter, complete and deliver to the department a 

statement showing the total net machine income from each 

video draw poker and keno machine licensed to him, together 

with the total amount due the state as video draw poker and 

keno machine net income tax for the preceding quarter. The 

statement must contain such other information as the 
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department may require. 

( 4) l_!U The DEPARTMENT MUST DEPOSIT ONE-THIRD OF THE 

tax collected under subsection (3) Mtlst-be-forwarded-to--the 

s~a~e--trea~~rer--£or--depe~%t in an account in the state 

special revenue fund to the credit of the university system. 

Money in the account is subject to appropriation by the 

legislature for the university system and must be spent in 

accordance with the appropriation. 

(B) THE DEPARTMENT MUST FORWARD THE REMAINING 

TWO-THIRDS OF THE TAX COLLECTED UNDER SUBSECTION (3) TO THE 

TREASURER OF THE COUNTY, OR THE CLERK, FINANCE OFFICER, OR 

TREASURER OF THE CITY OR TOWN IN WHICH THE LICENSED MACHINE 

IS LOCATED, FOR DEPOSIT TO THE COUNTY OR MUNICIPAL TREASURY. 

COUNTIES ARE NOT ENTITLED TO PROCEEDS FROM TAXES ON INCOME 

FROM VIDEO DRAW POKER AND KENO MACHINES LOCATED IN CITIES 

AND TOWNS •. THE TWO-THIRDS LOCAL GOVERNMENT PORTION OF TAX 

COLLECTED UNDER SUBSECTION (3) IS STATUTORILY APPROPRIATED 

TO THE DEPARTMENT AS PROVIDED IN 17-7-502 FOR DEPOSIT TO THE 

COUNTY OR MUNICIPAL TREASURY. 

SECTION 10. SECTION 17-7-502, MCA, IS AMENDED TO READ: 

"17-7-502. Statutory appropriations -- definition 

requisites for validity. (1) A statutory appropriation is an 

app1opriation made by permanent law that authorizes spending 

by a state agency without the need for ~ biennial 

legislative appropriation or budget amendment. 
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( 2) Except as provided in subsection (4), to be 
effective, a statutory appropriation must comply with both 

of the following provisions: 

(a) The law containing the statutory authority must be 

listed in subsection (3). 

{b) The law or portion of the law making a 
appropriation must specifically state that a 

appropriation is made as provided in this section. 

( 3) The following laws are the only laws 

statutory appropriations: 

(a) 2-9-202; 

{b) 2-17-105; 

(c) 2-18-812; 

(d) 10-3-203; 

(e) 10-3-312; 

(f) 10-3-314; 

(g) 10-4-301; 

(h) 13-37-304; 

( i) 15-31-702; 

( j) 15-36-112; 

( k) 15-70-101; 

( 1) 16-1-404; 

(m) 16-1-410; 

(n) 16-1-411; 

(o) 17-3-212; 
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(q) 17-5-424; 

(r) 17-5-804; 

(s) 19-8-504; 

(t) 19-9-702; 

(U) 19-9-1007; 

(v) 19-10-205; 

(w) 19-10-305; 

(x) 19-10-506; 

(y) 19-11-512; 

(z) 19-11-513; 

(aa) 19-11-606; 

(bb) 19-12-301; 

(cc) 19-13-604; 

(dd) 20-6-406; 

(ee) 20-8-111; 

(ff) 23-5-612; 

(gg) 37-51-501; 

(hh) 53-24-206; 

(ii) 75-1-1101; 

(jj) 75-7-305; 

(kk) 80-2-103; 

(11) 80-2-228; 

(mm) 90-3-301; 

(nn) 90-3-302; 
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(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of issuing, paying, 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana to pay the state 

treasurer, for deposit in accordance with 17-2-101 through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as~due on the 

bonds or notes have statutory-appropriation authority for 

such payments." 

NEW SECTION. Section 11. 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 12. Codification instruction. 

Sections 8 and 9 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 6, apply to sections 8 and 9. 

NEW SECTION. Section 13. Effective date. This act is 

effective June 30, 1987. 

-End-
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HOUSE BILL NO. 863 

INTRODUCED BY WALLIN, BRANDEWIE, KELLER, SIMON, 

HANSEN, HAYNE, PECK, HARP, THOMAS, BACHINI, COBB, 

ELLISON, PETERSON, THOFT, WINSLOW, COMPTON, HOFFMAN, 

KAOAS, HANNAH, KITSELMAN, EUDAILY, GIACOMETTO, MENKE, 

MERCER, SWITZER, NELSON, NATHE, LORY, FRITZ, REAM, 

HARPER, MEYERS, CORNE', REHBERG, HANSON, DONALDSON 

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE VIDEO 

POKER MACHINE CONTROL LAW BY REDUCING THE STATE AND LOCAL 

LICENSE FEES; DEFINING KENO MACHINE; PROVIDING 

SPECIFICATIONS FOR KENO MACHINES; IMPOSING A VIDEO DRAW 

POKER AND KENO MACHINE NET INCOME TAX; PROVIDING FOR NET 

INCOME TAX DISTRIBUTION TO THE SNrYBRSr~¥-S¥S~BM GENERAL 

FUND; AMENDING SECTIONS 17-7-502, 23-5-602, 23-5-603, 

23-5-605, 23-S-607, 23-5-608, 23-5-612, AND 23-5-615, MCA; 

AND PROVIDING AN EFFECTIVE DATE." 

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) "Department., means the department of revenue. 

( 2) 11 Keno machine'' means an electronic video game 

machine that, upon insertion of cash, is available to play 

~n• ''"''"''"' Council 
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or simulate the play of t·he game of keno or bingo as 

provided in part 4 of this chapter, 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. 

titi!l "Licensed establishment" means an establishment 

that is licensed to sell alcoholic beverages for consumption 

on the premises OR AN ESTABLISHMENT LICENSED UNDER 23-5-421. 

t3t1!l 11

Licensee" means an individual, partnership, or 

corporation 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, or corporation. 

(5) "Net machine income" means money put into a video 

draw poker or keno machine minus credits paid out in cash. 

(6) 
11
Used keno machine" means a keno machine, as that 

term is defined in this section, that is owned or possessed 

by an applicant on the day he applies for a license for the 

used machine and that was owned or operated in the state 

prior to June 30, 1987. 

t4t1ll 
11

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 

-2- HB 863 

THIRD READING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0863/03 

applies for a license for the used machine and which was 

owned or operated in the state prior to February 3, 1984. 

t5tl!l "Video draw poker machine" 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." 

Section 2. Section 23-5-603, MCA, is amended to read: 

.. 23-5-603. Video draw poker machines -- possession -­

play -- restriction. No person may place an electronic video 

game machine that simulates or offers a game of poker in his 

licensed establishment unless he is licensed under 23-5-612. 

Machines licensed under 23-5-612 are legal, and it is legal 

to play such machines, except that a person under the age of 

18 years may not play a video draw poker or keno machine. 

The provisions of part 3 of this chapter do not apply to or 

prohibit video draw poker or keno machines or the playing of 

such machines .. " 

Section 3. Section 23-5-605, MCA, is amended to read: 

11 23-5-605. Powers and duties of the department 

licensing. (1) The department shall administer the 
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provisions of this part, except 23-5-615. 

(2) The department shall adopt rules implementing this 

part, except 23-5-615, and7~ 

~ with respect to state licenses: 

tatl!l provide licensing procedures; 

tbtl!!l prescribe necessary application forms; and 

tct(iii) grant or deny license applications•L 

(b) with respect to the video draw poker and keno 

machine net income tax: 

(i) prescribe recordkeeping requirementS for 

licensees; 

(ii) provide a procedure for inspection of records; and 

(iii) provide a method for collection of the tax. 

(3) The department may not deny or place a condition 

on a license except for reasonable cause. 

(4) The department is a criminal justice agency, and 

designated employees are granted peace officer status with 

powers of search, seizure, and arrest to regulate and 

control those persons licensed under this part, except 

23-5-615." 

Section 4. Section 23-5-607, MCA, is amended to read: 

"23-5-607. Expected payback verification. The 

department shall prescribe the expected payback value of one 

credit played to be at least 80\ of the value of a credit. 

Each video draw poker or keno machine must have an 
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electronic accounting device that the department may use to 

verify the winning percentage. •• 

Section 5. Section 23-5-608, MCA, is amended to reado 

"23-5-608. Limitation on amount of money played and 

value of prizes. A video draw poker or keno machine may not 

allow more than $2 to be played on a game or award free 

games or credits in excess of the value of $100 per hand." 

Section 6. Section 23-5-612, MCA, is amended to read: 

"23-5-612. State license -- fee used video draw 

poker and &ittgo KENO machines. (1) (a) The department of 

revenue, upon payment of the fee provided in subsection 

(1)(b) and in conformance with rules adopted under 23-5-605, 

shall issue to the licensee a license for each'video draw 

poker or bi-ttge KENO machine. 

(b) The department shall charge an annual license fee 

of $17599 $588 $100 for each video draw poker machine and 

$100 for each keno machine. The department shall retain 5% 

!! $100 of the total license fee collected in-riee8l-ye~rs 

H86-""·d-i98i'-IO"d-eh10H-~et"i"-3%-the~eafter for purposes of 

administering this part, except 23-5-615. The department 

shall depe~it--ene-third--er-ehe-remainin~-Eee-in-the-state 

~enerai-f~ftd-and forward two-thirds-of the remaining fee to 

the treasurer of the county or the clerk, finance officer, 

or treasurer of the city or town in which the licensed 

machine is located, for deposit to the county or municipal 

-5- HB 863 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0863/03 

treasury. Counties are not entitled to proceeds from fees 

on licensed machines located in cities and towns. The 

license expires on June 30 of each year, and the fee is 

prorated. The ewe-th+rds local government portion of the 

annual fee is statutorily appropriated to the department as, 

provided in 17-7-502 for deposit to the county or municipal 

treasu~y. 

(2) A used video draw poker machine may be licensed 

under subsection (1) without meeting the reQuirements of 

23-5-606(4)(j), (4J(k), and (4)(o) if the applicant for 

licensure can establish to the satisfaction of the 

department that, on the date of application, he owns or 

possesses a machine which was owned or operated in the state 

prior to February 3, 1984. A license issued under this 

subsection expires 1 year from the date of issuance or on 

July 1, 1987, whichever occurs first. 

(3) A used keno machine may be licensed under 

subsection (1) without meeting the requirements of [section 

8] if the applicant for licensure can establish to th~ 

satisfaction of the department that, on the date of 

application, he owns or possesses a machine that was owned 

or operated in the state prior to June 30, 1987. A license 

issued under this subsection expires t-year-£rom-the-d8te-of 

±~~tta~e~,--Ottt--a--maeh~~~--n~e--meetinq-the-reqtlirement~-oE 

tseet±on-81-may-not-be-lieen~ed-a£ter FOR ALL PURPOSES NO 
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LATER THAN June 30, 1989. (Subsection (2) terminates July 1, 

1987--sec. 15, Ch. 720, L. 1985.)" 

Section 7. Section 23-5-615, MCA, is a~ended to read: 

"23-5-615. Licensing by local governing bodies. (l) 

Any city, town, or county governing body may issue to a 

person who meets the qualifications of 23-5-611 a license 

for each video draw poker machine to be used on the premises 

of a licensed establishment. A machine may be licensed by a 

city or town-if located in the city or town or by the county 

if the machine is not located in a city or town. 

(2) In addition to the license fee paid under 

23-5-612, a governing body- may charge an annual license fee 

for each license issued under this section. The license 

expires on June 30 of each year, and the fee must be 

prorated. 

(3) Such license fee may not exceed $t,999 ~599 $100." 

NEW SECTION. Section 8. Keno machine specifications. 

Each keno machine must: 

( 1) be inspected in the state of Montana for 

certification and licensure by the department; 

(2) be connected with a system consisting of 

player-operated terminals. The terminals must be intelligent 

devices operated by the players in the manner specified in 

this part. 

(3) not have any switches, jumpers, wire posts, or any 
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other means of manipulation that could affect the. operation 

or outcome of a game; and 

(4) offer only the game of keno and have the following 

method of operation: 

(a) the n~mbered--eb;ee~s NUMBERS must be mixed after 

each game eE-keno is played; 

(b) the game must have one memory location for each 

number ~n-~fte-reeep~ae~~. The n~mbered-ob;ec~a NUMBERS must 

be mixed by use of a random number generator. 

(C) EACH GAME MUST HAVE A FIELD OF NUMBERS FROM 1 TO 

75 OR 1 TO 80 FOR EACH GAME OF KENO OR BINGO THAT IS PLAYED. 

THERE MUST BE AT LEAST 20 NUMBERS DRAWN IN EACH GAME. 

tctlQl the game must display the number of spaces 

picked for which free games or credits will be awarded and 

the number of free games or credits for each game; 

tdt~ the machine must have doors to two OR MORE 

locking areas, one area containing the logic board and 

software for the game of keno and the o~her OTHERS housing 

the cash compartment and mechanical meters. These areas must 

be locking and separated. Access t_o one from the other must 

not be allowed at any time. 

tetill the machine must have two mechanisms, 

hereinafter referred to as "mechanism 1" and "mechanism 2", 

that accept quarters7. THE MACHINE MAY HAVE A MECHANISM THAT 

ACCEPTS CASH IN THE FORM OF BILLS. 
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(G) EACH QUARTER MUST REPRESENT ONE CREDIT; 

(H) THE GAME MUST DISPLAY THE COMBINATIONS FOR WHICH 

FREE GAMES OR CREDITS NILL BE AWARDED AND THE NUMBER OF FREE 

GAMES OR CREDITS FOR EACH COMBINATION; 

tfti!l the machine must be capable of printing a 

ticket voucher for the player at the completion of each 

game. If credits are owed the player, the ticket must 

contain: 

(i) the name of the lic~nsed establishment; 

( ii) the name of the city, town, or co·unty in which the 

licensed establishment is located; 

(iii) the value of the prize iA numbers; 

(iv) the value of the prize in words; 

(v) the time of day, in hours and minutes in a 24-hour 

format; 

(vi) the date; 

(vii) the machine license number or serial number up to 

eight digits; 

(viii) the sequential number of the ticket voucher; and 

(ix) an encrypted validation number from which the 

validity of the prize can be determined; 

tgt~ an exact copy of each printed ticket voucher 

must be printed and retained within the machine; 

tht1!1 the machine must have nonresettable mechanical 

meters housed in the cash compartment that keep a permanent 
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record of: 

(i) TOTAL coins accepted by each BOTH coin accepter 

ACCEPTORS; 

(II) THE MACHINE MAY HAVE A MECHANISM THAT ACCEPTS CASH 

IN THE FORM OF BILLS; 

tiiti!!!L credits played by player; 

t~iitl!Yl credits won by player; and 

tivt!Yl credits printed out by the ticket voucher 

printer; 

tit~ the machine must contain electronic metering, 

using meters that record the following and display them on 

the video screen: 

(i) total coins in mechanism 1, total coins in 

mechanism 2, and total coins in mechanisms 1 and 2 combined; 

{III IF THE MACHINE HAS A BILL ACCEPTOR, IT MUST 

CONTAIN ELECTRONIC METERING USING METERS THAT RECORD TOTAL 

COINS IN MECHANISMS l AND 2 COMBINED AND TOTAL CREDITS IN 

THE BILL ACCEPTOR; 

tiiti!!!l total credits, total credits played, and 

total credits won; 

tiiitl!Yl total games of keno played and total games of 

keno won; 

t±vtiYl total errors from the logic board random 

access memory; and 

tv71Y!l total examination of electronic meters; 

-10- HB 863 



1 

·2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0863/03 

t;tl!l the machine may not have any functions or 

parameters adjustable by or through any separate video 

display or input codes, except for the adjustment of 

features that are wholly cosmetic: 

tNt--~HB-~BRM%NAb-SHALL-MA%N~AfN-~HRBB-SBPARA~B--€BP%BS 

fN---%N8BPBNBBN~7---NBNYBLA~lbB--MBM9RlBS--BP--Abb--BA~A--%N 

AN¥--€6RRBN~ 

9AMB--BA~AT--~WB--BP-~HBSB-INBBPBNBBN~T-NBHYBbA~lbB-MBMBRfBS 

BHAbb-BB-€BN~AlNBB-IN-A-RBMBYABbB-MBBHbB-~--ALb8W--8PP-b%NB 

8A~A-RB€BYBR¥T 

fBt--AN¥--~lMB-€Rf~leAL-8A~A-%S-A€€BSSB97-~HBRB-MHS~-BB 

A-BBMPARlSBN-BP-Abb-~HRBB-lNBBPENBBN~-NBNYBbA~fbB--MBMBRfBST 

rP--A~--AN¥-~fMB-BNB-BBP¥-BBBS-N~-MA~BH-Wf~H-~HE-~HBR-~WBr 

AN-BRRBR-MHS~-BB-RBBBRBBB-ANB-~HB-MlSMA~BHBB-BBP¥-BBRRBB~BB. 

A-S¥S~BM-PAfLHRB-MHS~-RBSHb~-WHBN-NBNB-BP-~HE-~HRBB-MA~BH-BR 

A-BB~BB~BB-BRRBR-BAN~-BB-BBRRB~BBT 

tPt--ABBBSS-~8-~HB-ARBA-BBN~AlNIN6-~HB-bBSf€-B6AR9--ANB 

SBP~NARB--MHS~-8B-B~B€~BB-BYBN-fP-A€€BSS-fS-MABB-Wl~H-PBWBR 

RBMBVBB7 

tkt~ the machine must issue, by activation of an 

external switch, an accounting ticket containing a 

performance synopsis of the machine. 

contain: 

The ticket must 

(i) the name of the licensed establishment; 

(ii) the· name of the city, town, or county in which the 
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licensed establishment is located; 

(iii) the license number of the machine; 

(iv) the time of day, in hours and minutes in a 24-hour 

format; 

(v) the date; and 

(vi) the electronic meter readings required by 

subsection t4tt~t ~· 

NEW SECTION. Section 9. Video draw poker and keno 

machine net income tax -- records -- quarterly statem~nt and 

payment. (1) Each licensee shall pay to the department a 

video draw poker and keno machine tax of iS% 15\ of net 

machine income from each video draw poker and keno machine 

licensed under this part. 

(2) Each licensee shall keep a record of net machine 

income in such form as ·the department may require. The 

records must at all times during the busin.ess hours of the 

licensee be subject to inspection by the department, its 

agents, or employees. 

(3) Each licensee shall, within 15 days after the end 

of each quarter, complete and deliver to the department a 

statement showing the total net machine income from each 

video draw poker and keno machine licensed to him, together 

with the total amount due the state as video draw poker and 

keno machine· net income tax for the preceding quarter. The 

statement must contain such other information as the 
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department may require, 

(4) ~ The DEPARTMENT MUST DEPOSIT ONE-THIRD OF THE 

tax collected under subsection (3) •~at-be-forwarded-to--the 

sea~e--ereas~rer--£er--deposit in ftft--aeee~n~-in-the-state 

speeia!-reven~e-£~nft-te-tfte-eredit-or-ene-~niversity-system• 

Men~y-in-the-aeee~nt-is--s~bjeet--to--~pprepriatien--by--tfte 

%egisiature--£er--the-~niversiey-syseem-and-must-be-sp~nt-in 

aeeordanee-with-the-appropriation THE GENERAL FUND. 

(B) THE DEPARTMENT MUST FORWARD THE REMAINING 

TWO-THIRDS OF THE TAX COLLECTED UNDER SUBSECTION (3) TO THE 

TREASURER OF THE COUNTY, OR THE CLERK, FINANCE OFFICER, OR 

TREASURER OF THE CITY OR TOWN IN WHICH THE LICENSED MACHINE 

IS LOCATED, FOR DEPOSIT TO THE COUNTY OR MUNICIPAL TREASURY. 

COUNTIES ARE NOT ENTITLED TO PROCEEDS FROM TAXES ON INCOME 

FROM VIDEO DRAW POKER AND KENO MACHINES LOCATED IN CITIES 

AND TOWNS. THE TWO-THIRDS LOCAL GOVERNMENT PORTION OF TAX 

COLLECTED UNDER SUBSECTION (3) IS STATUTORILY APPROPRIATED 

TO THE DEPARTMENT AS PROVIDED IN 17-7-502 FOR DEPOSIT TO THE 

COUNTY OR MUNICIPAL TREASURY. 

SECTION 10. SECTION 17-7-502, MCA, IS AMENDED TO READ: 

"17-7-502. Statutory appropriations -- definition 

requisites for validity. (1) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 

legislative appropriation or budget amendment. 
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(2) Except as provided in subsection (4), to be 

effective, a statutory approp~iation must comply with both 

of the following provisions: 

(a) The law containing the statutory authority must be 

listed in subsection ( 3), 

(b) The law or po~tion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws cont.aining 

statutory appropriations: 

(a) 2-9-202: 

(b) 2-17-105: 

(c) 2-18-812: 

(d) 10-3-203; 

(e) 10-3-312; 

(f) 10-3-314; 

(g) 10-4-301' 

(h) 13-37-304' 

( i) 15-31-702' 

(j) 15-36-112; 

(k) 15-70-101; 

(1) 16-1-404; 

(m) 16-l-410; 

(n) 16-l-411; 

(a) 17-3-212; 
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(p) 17-5-404; 

(q) 17-5-424; 

(r) 17-5-804; 

( s) 19-8-504; 

( t) 19-9-702; 

( u) 19-9-1007; 

(V) 19-10-205; 

(w) 19-10-305; 

(X) 19-10-506; 

(y) 19-ll-512; 

(Z) 19-ll-513; 

(aa) 19-11-606; 

(bb) 19-12-301; 

(cc) 19-13-604; 

( dd) 20-6-406; 

(ee) 20-8-lll; 

(ff) 23-5-612; 

(gg) 37-51-501; 

(hh) 53-24-206; 

(ii) 75-1-1101; 

( jj l 75-7-305; 

(kk) 80-2-103; 

( 11) 80-2-228; 

(mm) 90-3-301; 

(nn) 90-3-302; 

HB 0863/03 
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(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of issuing, paying, 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana to pay the state 

treasurer, for deposit in accordance with 17-2-101 through 

17-2-107, as determined by the state t{easurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory app~opriation authority for 

such payments.• 

NEW SECTION. Section 11. 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 12. Codification inst[uction. 

Sections 8 and 9 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 6, apply to sections 8 and 9. 

NEW SECTION. section 13. Effective date. This act is 

effective June 30, 1987. 

-End-
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NET INCOME TAX ON VIDEO POKER MACHINES 
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be amended as follows: 

1. Page 2, line 8. 

HOUSE BILL 

Following: "m~ans'' 
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No 

No 

{a) with respect to the licensure of keno machines,'' 

2. Page 2, line 10. 
Following: "23-5-421" 
Insert: "; and 

(b) with respect to the licensure of 
video draw poker machines, an establishment that is 
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Ap:ril ~ 19 ~7 

MR. PRESIDENT: 

WE, YOUR COMIHTTEE ON BIJS I NESS AND INDUSTRY HAVING HI\D UNDER 

CONSIDBRATION HOUSE BILL NO. 863, ATTACH THE FOLLOWING STATEMENT 

OF INTENT: 

STATBI1ENT OF INTENT 

HOUSE BILL NO. 863 

A statement of intent is required for this bill bAcause 

section 3 gives the dcpartmAnt the authority to adopt rules 

concerning the_ administration of the video draw poker and keno 

machine net income tax. 

In promulgating rules the department should consider the 

procedures and policies of other states thdt have instituted a 

similar net income ta~ on video gaming machines. The rules 

should provide an orderly and efficient method for inspection by 

the department of licensee records and of collecting the tax. 



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note 
senate amendments. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act revising the video draw poker machine control law by reducing the state and local license fees; defining 
keno machine; providing specifications for keno machines; imposing a video draw poker and keno machine net income 
tax; providing for net income tax distribution to the general fund; and providing an effective date. 

ASSUMPTIONS: 
1. Total poker machine license fees will be $4,500,000 in FY88 and FY89 (Based on FY87 licensing data as of 

4/13/87) 
2. Average video poker machine net income is $16,000 per year (Video Poker Bureau). 
3. Average keno machine net income is $5,000 per year. (Video Poker Bureau) 
4. There will be 3,000 (full year) licensed video poker machines in FY88 and FY89. (Revised assumption based 

on FY87 licensing data as of 4/13/87). 
5. There will be 3,000 keno machines licensed in FY88 and FY89. (Video Poker Bureau) 
6. Under the proposed law verification of gaming machine net income and gaming testing requirements will 

require additional FTE 1 s consisting of: 1 grade 8, step 2 compliance/collection technician; 1 
administrative clerk grade 7, step 2; 1 field auditor grade 13, step 2; 1 assistant gaming tester grade 13, 
step 2 (combined salary and benefits). 

7. The proposed law would become effective June 30, 1987. Therefore, poker and keno machine net income would 
be collected for three quarters in FY88 and all of FY89. 

8. Under current law, for FY88 and FY89, administrative expenses are 3% of total license fees. 
9. Under the proposal the $100 license fee is used for adminstration. 
10. The proposal will have no affect on manufacturer and distributor license fees - $132,000 - FY88 and FY89. 

Expenditures - $38,250 - FY88 and FY89 (HB66). 

FISCAL IMPACT: FY88 FY89 
Revenues: Current Law ProEosed Law Difference Current Law ProEosed Law Difference 
Video Poker and Keno 

License Fees $ 4,500,000 $ 600,000 ($3,900,000) $ 4,500,000 $ 600,000 ($3,900,000) 
Video Poker and Keno 

Net Income Tax 0 7,087,500 
Manufacturer/Distributor 

License Fees 1322000 132,000 
TOTAL $ 4,632,000 $ 7,819,500 

and Program Planning 

7,087,500 0 9,450,000 9,450,000 

0 132,000 132,000 0 
$3,187,500 $ 4,632,000 $ 10,182,000 

A 
$5,550,000 

~I/Vt7~ DATE 
NORM WALLIN, PRIMARY SPONSOR 

Fiscal Note for HB863, third reading with 
senate amendments. 

ffi?J-Y/;~ 

IF-z, 



tiscal Note Request, HB863, third reading copy with senate amendments. 
Form BD-15 
Page 2 

Expenditures: FY88 
Current Law Pro12osed Law Difference 

Video Poker Program $ 304,744 $ 696,661 $ 391,917 

Fund Information: 
General Fund $ 1,454,999 $ 2,362,498 $ 907,499 
Video Poker Program $ 267,000 $ 732,000 $ 465,000 
Local Governments $ 2,910,001 $ 4,725,002 $1,815,001 

Current Law 
$ 302,948 

$ 1,454,999 
$ 267,000 
$ 2,910,001 

FY89 
Proposed Law 
$ 635,497 

$ 3,149,997 
$ 732,000 
$ 6,300,003 

Difference 
$ 332,549 

$1,694,998 
$ 465,000 
$3,390,002 

11/J yt,J. 
11!-z-
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1 STATEMENT OF INTENT 

2 HOUSE BILL 863 

3 Senate Business and Industry Committee 

4 

, A statement of intent is required for this bill because 

6 section 3 gives the department the authority to adopt rules 

7 concerning the administration of the video draw poker and 

8 keno machine net income tax. 

9 In promulgating rules, the department should consider 

10 the procedures and policies of other states that have 

11 instituted a similar net income tax on video gaming 

12 machines. The rules should provide an orderly and efficient 

13 method fo~ inspection by the department of licensee records 

14 and of collecti~y the tax. 

REFEREr~GE: 3 I Lt._ 
/-//-, ,; "'{/i-:-;, 

['b,. 
.t-(~~r.-. ~llfiiSJJtt:ttJ '"""~c·· 
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HOUSE BILL NO. 853 

INTRODUCED BY WALLIN, BRANDEWIE, KELLER, SIMON, 

HANSEN, F~YNE, PECK, HARP, THOMAS, BACHINI, COBB, 

ELLISON, PETERSON, THOFT, WINSLOW, COMPTON, HOFFMAN, 

KADAS, HANNAH, KITSELMAN, EUDAILY, GIACOMETTO, MENKE, 

MERCER, SWITZER, NELSON, NATHE, LORY, FRI'l'Z, REAM, 

HARPER, MEYERS, CORNE', REHBERG, HANSON, DONALDSON 

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE VIDEO 

POKER MACHINE CONTROL LAW BY REDUCTNG THE STATE AND LOCAL 

LICENSE FEES; DEFINING KENO AACHINE; PROVIDING 

SPECIFICATIONS FOR KENO MACniNES; IMPOSING A VIDEO DRAW 

POKER AND KENO ~~CH!NE NET INCOME TAX; ?ROVIDING FOR NET 

INCOME TAX DISTRIBUTION TO 'l'H3 i:HH:\'E!i.S~Ifll-SYS'PEM ~·~ 

~UND; AMENDING SECTIONS 17-7-502, 23-5-602, 23-5-603, 

23~5-605, 23~5-607, 23-5-608, 23-5-612, AND 23-5-615, MCA; 

AND PROVIDING AN EP'FECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE S~'ATE OF MONTANA: 

Section 1. Sectic·n 23-5-602, HCA, is arr.ended to read: 

''23-5-602. Definitions. As used in this part, the 

following definitioDs ~pply: 

( l) ''Depar~ment'' means the department of reve~ue. 

LU __ ~~~:to."~dc;~~_:te" mear.::; ~!l _electron:..c Vlde~~ 

mac:_!1j_e_~~!.--~~~!l_;;;t==c~Lion~~:.?-:.Bt"'., is a~ailable tc E~ 

~"5'", '-•'"""'" 'ou~• 
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or simulate the play the game of /keno or bingo' as 
' 

of 

provided in part 4 of this chapter, utilizing a video 

display and microprocessors, i0 which by the skill of the 

player or --~ chance, or both, the player may receive free 

games or credits that can be redeemed for cash. The term 

does not include a rnach1ne that dir~ctly dispenses coins, 

ca5h,_ tokens, or ar~_y-thing else of value. 

t-itill "Licensed establishment" means: 

{A) WIT!! ___ RESPECT TO THE LICENSURE OF KENO MACHINES, an 

establishment that is licensed to sell aJcoholic beverages 

for consumption on the pn~mises OR AN ESTABLISHMENT LICENSED 

UNf'ER 23-5-421; AND 

(B) WITH RESPECT TO THE LICENSURE OF VIDEO_QRAw_POKER 

MACHINES, AN ESTABLISHMENT ~BA? iS LIC:ENSED TO SELL 

ALCOl-!OLIC BJ:::VI:.:HrlGES FOR CONSUMPTION ON THE PREMISES. 

t3t.!.i_l "Licensee" mean::; an individual, partnership, or 

corporation that has been issued a license by the department 

for the placement and operation of videc draw poker machines 

OR KENO MACHINES in the licensed establishment of the 

individual, partnership, or corporation. 

l&___"Net m9chi:_~ i_n_C:?_!_l1_~' means_ money put iJ,to a vid_eo 

~--~ker or ken::; machine minus ci:"edits p_~~d out in cash. 

~UsedEn~ ~~acb_in~-·~ .. means~-~:10 machine, as .. t.ha~ 

~£!_n is d~fin_~_j_£1 __ !.:_~J:_§_~eccli2Il~_____!:_nar_ 1::; __ own_~_d or __ ~ssess._pd 

by an appl u::cn'... _C-"1 l_!l€ d~~L}}E> a_ppl ies f. or '"' 1 i cense for the 
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used machine and that was owned or operated in the state 

prior to June 30, 1987. 

t4t1.ll "Used video draw poker machine 11 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, 1: ,4. 

tStffi 

video game 

"Video 

machine 

draw poker machine" means an electronic 

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." 

Section 2. Section 23-5-603, MCA, is amended to read: 

"23-5-603. Video draw poker OR KENO machines 

possession -- play -- restriction. No person may place an 

electronic video game machine that simulates or offers a 

game of poker, BINGO, OR KENO in-his licensed establishment 

unless he is licensed under 23-5-612. Machines licensed 

under 23-5-612 are legal, and it is legal to play such 

machines, except that a person under the age of 18 years may 

not play a video draw poker or keno machine. The provisions 
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of part 3 of this chapter do not apply to or prohibit video 

draw poker or keno machines or the playing of such 

machines." 

Section 3. Section 23-5-605, MCA, is amended to read: 

"23-5-605. 

licensing. (l) 

Powers and duties of 

The department shall 

provisions of this part, except 23-5-615. 

the department --

administer the 

(2} The department shall adopt rules implementing this 

part, except 23-5-615, and;i 

i!l with respect to state licenses: 

t8ti!l provide licensing procedures; 

tbtl!!l prescribe necessary application forms; and 

tet(iii} grant or deny license applicationsoL 

(b) with respect to the video draw poker and keno 

machine net income tax: 

{i) prescribe recordkeeping requirements for 

licensees; 

(ii) provide a procedure for inspection of records; and 

(iii) provide a method for collection of the taxo; AND 

(IV) ESTABLISH PENALTIES FOR THE DELINQUENT REPORTING 

AND PAYMENT OF THE REQUIRED TAX. 

(3} The department may not deny or place a condition 

on a license except for reasonable cause. 

{4) The department is a criminal justice agency, and 

designated employees are granted peace officer status with 
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powers of search, seizure, and arrest to regulate and 

control thosa persons licensed under this part, except 

23-5-615." 

Section 4. Section 23-5-607, MCA, is amended to read: 

"23-5-607. Expected payback verification. The 

department shall prescribe the expected payback value of one 

credit played to be at least 80% of the value of a credit. 

Each video draw poker or keno machine must have an 

electronic accounting device that the department may use to 

verify the winning percentage. 11 

Section 5. Section 23-5-608, MCA, is amended to read: 

''23-5-608. Limitation on amount of money played and 

value of prizes. A video draw poker or keno machine may not 

allow more than $2 to be played on a game or award free 

games or credits in excess of the value of $100 ;:»~;_~':'_d..~ 11 

Section 6. Section 23-5-612, MCA, is amended to read: 

''23-5-612. State license fee used video draw 

poker and b±"ge KENO machines. (1) (a) The department of 

revenue, upon payment of the fee provided in subsection 

(l)(b) and in conformance with rules adopted under 23-5-605, 

shall i~sue to the licensee a license for each video draw 

poker or bin9o ~machine. 

(U) The department shall charge an annual license fee 

of: $1:: 7 sae ~see ~100 for each video draw~ poker machine and 

gQ__Q_ __ J_ot each keno machine. The department shall retain 5% 
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9% $100 of the total license fee collected in--fisea%--yeer~ 

%986-end-1987-and-~hai%-reta~n-3%-~hereafter for purposes of 

administering this part, except 23-5-615. ~he-~epertment 

~hall-deposit-o~e-th~rd-oE-tke-remainin9-~ee--~ft--the--stcte 

genera%--fttnd-end-£orwcrd-two-third~-o£-the-~emainin9-fee-te 

the-treas~r~r-ef-the-eo~nty-or-the-e~erK,--£inanee--off±eer7 

or--tr@asttrer--o£--the--eity--or--~own-±n-wh~eh-the-tteensed 

m8chine-i~-~eeate~,-£er-deposit-to-the-eottn~y--or--maftie±~a~ 

trea~ttry~---eou~t±e~--ere-not-entitied-to-proeeed~-from-£ee~ 

on-±±een~ed--maeh±nes--ioeeted--±n--e~t±es--and--town~. The 

license expires on June 30 of each yearr~ ~nd-the-fee-~~ 

proratedo-~~~-two-thirds-±eeai--gove~nment--po~t±on--of--the 

anntta%--£ee-±s-stattt~or~ly-apprepr±ate~-to-the-de~artment-as 

pro•±ded-in-i~-~-59i-£or-depos±t-~o-~he-eottnty-or--mttn±e±pa~ 

treas~ryo 

(2) A used video draw poker machine may be licensed 

under subsection {l) without meeting the requirements of 

23-5-606(4)(j), ( 4) ( k)' and (4) (o) if the applicant for 

licensure can ~stablish to the satisfaction of the 

department that, on the date of application, he owns or 

possesses a machine which was owned or operated in the state 

prior to February 3, 1984. A license issued under this 

subsection expires year from the date of issuance or on 

July l, 1987, whichever occurs first. 

(3} A used keno rnacnine may be licensed under 
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subsection (l} without meeting the requirements of [section 

8] if the applicant for licensure can establish to the 

satisfaction of the department that, on the date of 

application, he owns or possesses a machine that was owned 

or operated in the state prior to June 30, 1987. A license 

issued under this subsection expires l-ye8~-~rem-the-da~e-er 

issttanee,-b~t-a-maeh~ne--not--meet~ng--the--regHirements--of 

tseetion--8t--mar--not-be-iteensed-a£ter FOR ALL PURPt 1ES NO 

LATER THAN June 30, 1989. (Subsection (2) terminates July 1, 

1987--sec. 15, Ch. 720, L. 1985.)" 

Section 7. Section 23-5-615, MCA, is amended to read: 

"23-5-615. Licensing by local governing bodies. (1} 

Any city, town, or county governing body may issue to a 

person who meets the qualifications of 23-5-611 a license 

for each video draw poker machine to be used on the premises 

of a licensed establishment. A machine may be licensed by a 

city or town if located in the city or town or by the county 

if the machine is not located in a city or town. 

( 2) In addition to the license fee paid under 

23-5-612, a governing body may charge an annual license fee 

for each license issued under this section. The license 

expires on June 30 of each year, and the fee must be 

prorated. 

(3) Such 1 icense fee may not exceed $% 7 966 $566 i!.Q..Q.· •• 

NEW SECTION. Section 8. Keno machine specifications. 
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Each keno machine must: 

( l) he inspected in the state of Montana for 

certification and licensure by the department; 

( 2) be connected with a system consisting of 

player-operated terminals. The terminals must be intelligent 

devices operated by the players in the manner specified in 

this part. 

(3) not have any switches, jumpers, wire posts, or any 

other means of manipulation that could affect the operation 

or outcome of a game; and 

(4) offer only the game of keno and have the following 

method of operation: 

(a} the n~mbered-objeets NUMBERS must be mixed after 

each game of-~e"o is played; 

(b) the game must have one memory location for each 

number ~n-the-reeeptaele. The "~mberee-ebjeet~ NUMBERS must 

be mixed by use of a random number generator. 

(C) EACH GAME MUST HAV~ A FIELD OF NUMBERS FROM 1 TO 

75 OR 1 TO 80 FOR EACH GAME OF KENO OR BINGO THAT IS PLAYED. 

THERE MUST BE AT LEAST 20 NUMBERS DRAWN IN EACH GAME. 

tetlQl the game must display the number of spaces 

picked for which free games or credits will be awarded and 

the number of free games or credits for each game; 

teti§l the machine must have doors to two OR MORE 
~~~~ 

locking areas, one area containing the logic board and 
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software for the game of keno and the e~he~ OTHERS housing 

the cash compartment and mechanical meters. These areas must 

be locking and separated. Access to one from the other must 

not be allowed at any time. 

tetifi the machine must have two mechanisms, 

hereinafter referred to as ''mechanism l" and ''mechanism 2'', 

that accept quarters~. THE MACHINE MAY HAVE A MECHANISM THAT 

ACCEPTS CASH IN THE FORM OF BILLS NOT TO EXCEED $5. 

(G) EACH QUARTER MUST REPRESENT ONE CREDIT; 

(H) THE GAME MUST DISPLAY THE COMBINATIONS FOR WHICH 

FREE GAMES OR CREDITS WILL BE AWARDED AND THE NUMBER OF FREE 

GAMES OR CREDITS FOR EACH COMBINATION; 

trtl!l the machine must be capable of 

at the completion 

printing a 

of each ticket voucher for the player 

game. If credits are owed 

contain: 

the player, the ticket must 

(i) the name of the licensed establishment; 

(ii) the name of the city, town, or county in which the 

licensed establishment is located; 

(iii) the value of the prize in numbers; 

{iv} the value of the prize in words; 

(v} the time of day, in hours and minutes in a 24-hour 

format; 

{vi) the date; 

(vii) the machine license number or serial number up to 
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eight digits; 

(viii} the sequential number of the ticket voucher; and 

{ix) an encrypted validation number from which the 

validity of the prize can be determined; 

tgt~ an exact copy of each printed ticket voucher 

must be printed and retained within the machine; 

thti!U_ the machine must have nonresettable mechanical 

meters housed in the cash compartment that keep a permanent 

record of: 

(i) TOTAL coins accepted by e~eh BOTH coin aeeepte¥ 

ACCEPTORS; 

(II) THE MACHINE .~Y HAVE A MECHANISM THAT ACCEPTS CASH 

IN THE FORM OF BILLS: 

t~~tl!lll credits played by player; 

ti~iti!Yl credits won by player; and 

t±~t~ credits printed out by the ticket voucher 

printer; 

t~t~ the machine must contain electronic metering, 

using meters that record the following and display them on 

the video screen: 

(i) total coins in mechanism l, total coins in 

mechanism 2, and total coins in mechanisms l and 2 combined; 

(II) IF THE MACHINE ~HAS A BILL ACCEPTOR, IT MUST 

CONTAIN ELECTRONIC METERING USING METEHS THAT RECORD TOTAL 

COINS IN MECHANISMS l AND 2 COMBINED AND TOTAL CREDITS IN 
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THE BI~L ACCEPTOR; 

t~it1l!!l total credits, total credits played, and 

total credits won; 

t±*~t~ total games of keno played gnd total games of 

keno won; 

t±vt~ total errors from the logic board random 

access memory; and 

t~t~ total examination of electronic meters; 

t;t~ the machine may not have any functions or 

parameters adjustable by 

display or input codes, 

or through any separate video 

except for the adjustment of 

features that are wholly cosmetic; 

tNt--~HB--~ERMrNAh-SHAbb-MArNTAlN-fHRBB-SBPARA~S-€9PlBS 

fN--fNBBPEHBBH~T--HSNV9bATfh8--MBM9Rf8S--9P--Abb---BA~A---£H 

SHBSBET£9HS--t4ttbttlt--~HR9H6H--t4ttbttYft--ANB-AH¥-€HRR8H~ 

6AME-BATA.-fW9-6P-THBSE--fHBEPBNBEHTT--NBNY9bATlbE--MBM9RfES 

SHAhb--BB--BBNTAlNEB-lH-A-REM6YABbB-M98HbE-~6-Abb9W-9PP-hfHE 

BATA-RH€9YBR¥• 

tBt--AN¥-TfME-€RrTr€Ab-BATA-lS-A€€ESSEB7-THBRE-MHST--88 

A--€9MPARrS9N-9P-Abh-THRBB-fNBBPBNBENT-N9NY9bATlbE-MBM9RfES• 

rP-AT-AN¥-TiMB-9NE-€BP¥-B9ES-NST-MA~€H-Wl~H-~HB--9THER--TW67 

AN-BRR6R-MHST-BB-RE€9RBEB-ANB-THB-MfSMA~eHBB-€9P¥-€9RRE€T89. 

A-S¥STBM-PAfbHRB-MHST-RBSHb~-WHBN-N9NE-BP-THE-~HREB-MAT€H-BR 

A-BBTB€TE9-ERR6R-€ANNBT-BB-eBRRE€TE9• 

~--AeBBSS--~9-THE-ARBA~€9N~AINlN6-THE-b96f€-96ARB-AN9 
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S6PTWARB-MHST-BB-9ETB€TBB-EYBN-IP-A€€ESS-fS-MABB-WfTH--P9WBR 

REMSYBB~ 

tkt~ the machine must issue, by activation of an 

external switch, an accounting ticket containing a 

performance synopsis of the machine. 

contain: 

The ticket must 

(i) the name of the licensed establishment; 

(ii) the name of the city, town, or county in which the 

licensed establishment is located; 

(iii) the license number of the machine; 

(iv) the time of day, in hours and minutes in a 24-llaur 

format; 

(v) the date; and 

(vi) the electronic meter readings required by 

subsection t4tt±t ~· 

NEW SECTION. Section 9. Video draw poker and keno 

machine net income tax -- records -- quarterly statement and 

payment. (l) Each licensee shall pay to the department a 

video draw poker and keno machine tax of i5~ ~ of net 

machine income from each video draw poker and keno machine 

licensed under this part. 

(2) Each licensee shall keep a cecord of net machine 

income in such form as the department may require. The 

ceco[ds must at all times during the business hours of the 

licensee be subject to inspection by the department, its 
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agents, or employees. 

(3) Each licensee shall, within 15 days after the end 

of each quarter, complete and deliver to the department a 

statement showing the total net machine income from each 

video draw poker and keno machine licensed to him, together 

with the total amount due the state as video draw poker and 

keno machine net income tax for the preceding quarter. The 

statement must contain such other information as the 

department may require. 

(4) ~ The DEPARTMENT MUST DEPOSIT ONE-THIRD OF THE 

tax collected under subsection (3) mas~-be-forwardeG-~o-~he 

seaee-ereas~rer-£er-depesie in aft--aeeo~fte--ift--efte--seaee 

speeia%-reven~e-fand-eo-ehe-eredie-o£-the-uni•ersity-systemT 

Money--in--ehe--aeeount--is--s~b;eet-te-apprepriaeieft-Dy-~he 

iegis%atare-£or-ehe-~ni•ers~ey-syseem-and-mttse-be--spent--in 

aeeer~anee-wi~h-tfte-apprepriaeion THE GENERAL FUND. 

(B) THE DEPARTMENT MUST FORWARD THE REMAINING 

TWO-THIRDS OF THE TAX COLLECTED UNDER SUBSECTION (3) TO THE 

TREASURER OF THE COUNTY, OR THE CLERK, FINANCE OFFICER, OR 

TREASURER OF THE CITY OR TOWN IN WHICH THE LICENSED MACHINE 

IS LOCATED, FOR DEPOSIT TO THE COUNTY OR MUNICIPAL TREASURY. 

COUNTIES ARE NOT ENTITLED TO PROCEEDS FROM TAXES ON INCOME 

FROM VIDEO DRAW POKER AND KENO MACHINES LOCATED IN CITIES 

AND TOWNS. THE TWO-THIRDS LOCAL GOVERNMENT PORTION OF TAX 

COLLECTED UNDER SUBSECTION (3) IS STATUTORILY APPROPRIATED 
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TO THE DEPARTMENT AS PROVIDED IN 17-7-502 FOR DEPOSIT TO THE 

COUNTY OR MUNICIPAL TREASURY. 

SECTION 10. SECTION 17-7-502, MCA, IS AMENDED TO READ: 

"17-7-502. Statutory appropriations -- definition 

requisites for validity. (1) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 

legislative appropriation or budget amendment. 

(2) Except as provided in subsection 

effective, a statutory appropriation must comply 

of the following provisions: 

(4), to be 

with both 

(a) The law containing the statutory authority must be 

listed in subsection (3). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws containing 

statutory appropriations: 

(a) 2-9-202; 

(b) 2-17-105; 

(C) 2-18-812; 

(d) 10-3-203; 

(e) 10-3-312; 

(f) 10-3-314; 

(g) 10-4-301; 
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(h) 13-37-304; 

(i) 15-31-702; 

(j) 15-36-112; 

(k) 15-70-101; 

(l) 16-l-404; 

(m) 16-1-410; 

( n) 16-l-411; 

(0) 17-3-212; 

(p) 17-5-404; 

(q) 17-5-424; 

( r) 17-5-804; 

(s) 19-8-504; 

(t) 19-9-702; 

(U) 19-9-1007; 

(v) 19-10-205; 

(W) 19-10-305; 

(X) 19-10-506; 

(Y) 19-ll-512; 

(Z) 19-11-513; 

(aa) 19-11-606; 

(bb) 19-12-301; 

(cc) 19-13-604; 

(dd) 20-6-406; 

( ee) 20-8-111; 

t!ft-i!3-S-6lih 

HB 0863/04 
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tggtlf!l 37-51-501; 

thht~ 53-24-206; 

t~~t~ 75-1-1101; 

tjjtl!!l 75-7-305; 

t~~t~ 80-2-103; 

tlltl!!l 80-2-228; 

tmmt~ 90-3-301; 

tftftt~ 90-3-302; 

teet~ 90-15-103; and 

tPPtiQQl Sec. 13, HB 861, L. 1985•; and 

tggt(PP) [section 9]. 

(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of issuing, paying, 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana to pay the state 

treasurer, for deposit in accordance with 17-2-101 through 

17-2-lOJ, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

such payments." 

NEW SECTION. Section 11. Extension of authority. Any 

existing authority of the department of revenue to make 

rules on the subject of the provisions of this act is 
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extended to the provisions of this act. 

NEW SECTION. Section 12. Codification 

BB 0863/04 

instruction. 

3 Sections 8 and 9 are intended to be codified as an integral 

4 part of Title 23, chapter 5, part 6, and the provisions of 

5 Title 23, chapter 5, part 6, apply to sections 8 and 9. 

6 NEW SECTION. Section 13. Effective date. This act is 

7 effective June 30, 1987. 

-End-
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1. Page 4, following line 13. 
Insert: "(iv) Establish penalties for the delinquent reporting and 
payment of the required tax." 

2. Page 8, line 25. 
Following: " BILLS " 
Insert: "not to exceed $5" 
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