RULES AND REGULATI ONS
PENNSYLVANI A GAM NG CONTROL BOARD
[58 PA. CODE CH. 440]
Draft Tenporary Regul ations
The Pennsyl vania Gam ng Control Board (Board), under

authority in 4 Pa.C. S. § 1202 (relating to general and
specific powers), has drafted tenporary regulations to
facilitate the pronpt inplenmentation of 4 Pa.C. S. Part 11
(relating to gam ng), enacted by the act of July 5, 2005
(P.L. 572, No. 71)(Act 71). Included in this draft are
regul ati ons pertaining to managenent conpani es. Upon
adoption of the regulations by the Board, the Board’s
tenporary regulations will be added to Part VII (relating
to Gami ng Control Board). By publishing these regul ations
in draft form the Board seeks public conment prior to the
adoption of the regul ations.

Cont act Person

I nterested persons are invited to submt witten
coments, suggestions or objections to the draft tenporary
regul ations to the Pennsyl vania Gam ng Control Board,

O fice of Conmunications, P.O Box 69060, Harrisburg, PA
17106- 9060, ATTENTION: Public Comment. The public comrent

period will end on Decenber 30, 2005.



THOVAS A. DECKER,

Chai r per son
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Subpart A. CGENERAL PROVI SI ONS
CHAPTER 401. PRELI M NARY PROVI SI ONS

8§ 401.4. Definitions.
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Col | ateral agreenent — Any contract that is rel ated
either directly or indirectly to a nmanagenent contract or
to any rights, duties, or obligations created between a
managenent conpany and a sl ot nmachine |icensee.
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Managenment conpany — Any person or |egal entity which,
t hrough a Board-approved contract with a slot machine
licensee, is responsible for the managenent of all or part
of the operation of a licensed facility.

Managenment contract — Any contract, subcontract, or
col | ateral agreenent between a managenment conpany and a
sl ot machine licensee if such contract provides for the

managenent of all or part of a licensed facility.

Subpart B. LICENSING REG STERI NG CERTIFYI NG AND
PERM TTI NG
CHAPTER 440. MANAGEMENT COVPANI ES
§ 440.1. Managenent conpany |icense.
(a) Each managenent conpany shall be required to
obtai n a managenent conpany |icense fromthe Board, and pay
the required license fee, prior to providing to a sl ot

machi ne |icensee any service under this chapter.



(b) Each managenent conpany |icense applicant nust
conpl ete the appropriate Conditional/Category 1, Category 2
or Category 3 application and disclosure information forns
with the applicable appendices as if the nmanagenent conpany
Iicense applicant were an affiliated entity of the sl ot
machi ne |icensee/ applicant.

(c) WManagenent conpany |icense application shall be
subnmitted by a slot machine licensee or applicant with a
nonr ef undabl e application processing fee prescribed by the
Boar d.

§ 440.2. Managenent conpany as agent.

(a) Notwi t hstanding any provision to the contrary in
t he managenent contract, a managenent conpany shall be
deened to be an agent of the slot machine |Iicensee for
pur poses of inposing liability for any act or om ssion of
t he managenent conpany in violation of the act or this
part.

(b) Notwi t hstanding any provision to the contrary in
t he managenent contract, each nanagenment conpany shall be
jointly and severally liable for any act or om ssion by the
sl ot machine licensee in violation of the act or this part,
regardl ess of actual know edge by the managenent conpany of

such act or om ssion.



§ 440.3. Managenent contracts generally.

(a) A managenent contract between a slot machine
I i censee and managenent conpany |icensee may not becone
effective until the Board has revi ewed and approved the
terms and conditions of the managenent contract, and any
amendnent s thereto.

(b) The slot machine licensee shall notify the Board
of any change or anmendnent to the nmanagenent contract 30
days prior to the effective date of the proposed anendnent.

(c) A managenent contract will not be approved by the
Board unl ess the managenent conpany proves by clear and
convi nci ng evidence that the approval of such contracts
woul d not create a nonopoly on the control of |icensed
gaming facilities in this Comonweal th. A nmanagenent
conpany that seeks Board approval of a managenent contract
shall disclose its financial interests in the slot machine
| icensee or applicant and, if applicable, proposed or
contenpl at ed change in ownership or control of a slot
machi ne |icensee

(d) Requests for approval of a managenent contract
nmust include a business plan which sets forth the parties’
goal s and objectives for the term of the managenent

contract.



(e) Any managenent contract submtted for Board review
and approval nust enunerate with specificity the
responsibilities of the slot machine |icensee and
managenent conpany under the ternms and conditions of the
managenent contract. At a mninum the terns should
address whether, and to what extent, the managenent conpany
is involved in the foll ow ng:

(1) Operation of the foll ow ng departnents:

i nformati on technol ogy, internal audit, slot accounting,
sl ot managenent, security and surveillance.

(2) Design, construction, inprovenent or maintenance,
or both of the licensed facility.

(3) Provision of operating capital and financing for
t he devel opment of the licensed facility.

(4) Paynent of the slot machine license fee.

(5) Purchase or |ease of slot nmachines or associ ated
equi pnment .

(6) Design, inplenmentation or anendnent, or both of
the systemof internal controls required pursuant to
section 1322 of the act (relating to slot machi ne
accounting controls and audits) and this part including the
financial reporting requirenents.

(7) Hring, termnating, training and pronoting of

enpl oyees and the enpl oynent practices attendant thereto.



(8) The paynent of l|ocal, state and federal taxes and
sl ot machine |icense deposit required pursuant to the act
and this part and any penalties inposed by the Board for
viol ations thereof.

(9) Advertising, player incentive or marketing
pr ogr ans.

(10) Conpliance with section 1325(b)(1) of the act
(relating to license or pernt issuance).

(11) Obtaining and maintai ning i nsurance cover age,

i ncl udi ng coverage of public liability and property |oss or
damage.

(12) Procurenment of vendors and junkets.

(13) Selection of the licensed facility’ s independent
audi tor.

(f) Notw thstandi ng subsections (a) through (e), a
sl ot machine |icensee and |icensed managenent conpany shal
not contract for the del egation of any benefits, duties, or
obligations specifically granted to or inposed upon the
sl ot nmachine licensee by the act.

8§ 440.4. Required provisions in managenent contract.

Each managenent contract, submtted to the Board for
approval, shall contain the follow ng:

(1) A provision that provides the grounds and

mechani snms for nodifying or termnating the contract.



(2) A provision that shall state that the
contract shall not be effective unless and until it is
approved by the Board.

(3) A provision that describes with particularity
the nmethod of conpensating and rei nbursi ng the managenent
conpany.

(4) Provisions that contain a mechanismto
resol ve patron di sputes and di sputes between the sl ot
machi ne |icensee and the managenent conpany.

(5) A provision that indicates whether and to
what extent contract assignnments and subcontracting are
per m ssi bl e.

(6) A provision that specifies the duration of
t he managenent contract; provi ded, however, that no
management contract shall contain a provision that provides

for the automatic renewal of the managenent contract.

Subpart C. SLOT MACHI NE LI CENSI NG
CHAPTER 441. SLOT MACHI NE LI CENSES
8§ 441.3. Slot machine |icense requirenents.
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(d) Notwi thstanding any provision to the contrary in
t he managenent contract, each slot machine |icensee shal

be jointly and severally liable for any act or om ssion by



t he managenent conpany in violation of the act or this
part, regardl ess of actual know edge by the slot nmachine

| i censee of such act or omn ssion.



