RULES AND REGULATI ONS
TI TLE 58. RECREATI ON
PART VI1. GAM NG CONTROL BOARD
Subpart A. GENERAL PROVI SI ONS
CHAPTER 401. PRELI M NARY PROVI SI ONS

RESPONSE TO PUBLI C COMMENT

§ 401.4. Definitions.

Comment :
The Board’s proposed definition of “stock” relates to
the type of financial interest, in a l|licensed gam ng
entity, that may be held by an executive-level state
enpl oyee, public official or party officer pursuant to the
Act.! The ganming Act provides that an executive-level state
enpl oyee, public official or a party office nmay be
permtted to hold “stock” of a |license gamng entity in a
blind trust over which he does not possess any control or
receive inconme. Id. In its developnent of adm nistrative
regul ations intending to inplenment the provisions of the
Act, the Board has narrowly defined “stock” to only
i ncl ude:
“ equity security that is listed, or

aut horized for listing, on the New York Stock

! 4 Pa.C.S.A § 1512(b).



Exchange, or the American Stock Exchange, or

listed on the National Market System of the

NASDAQ St ock Market, or any equity security that

is exenpt fromstate regul ation pursuant to

section 18(b)(1)(B) of the Securities Act of 1933

(15 U.S.C.A. 8§ 77r(b)(1)(B)), as anended.”?

The effect of this definitionis tolimt the term
“stock” to only publicly traded equity securities — al
ot her commonly understood fornms of the term“stock” are
therefore excluded fromthe Board' s narrowl y constructed
definition. The proposed interpretation of the term
“stock” is inconsistent with the Act and the Pennsyl vani a
Rul es of Statutory Construction.

Section 1514(b) of the Act defines the type of
“financial interest” that public officials are prohibited
from possessing. However, the definition excludes two
types of financial interests that public officials are not
excl uded from possessing — (1) securities in a ganm ng
entity that do exceed 1% of the fair market val ue of the
entity; and, (2) “stock” that is held in a blind trust over
whi ch the public official does not exercise manageri al
control or receive incone during the termof office and one

year thereafter. Particularly significant is the fact that

2 See, Board Order of January 26, 2006.



the term“securities” is not used to describe the type of
financial interest that may be held in a blind trust —
rather, the CGeneral Assenbly intentionally used the term

“stock,” instead of “securities,” thereby suggesting the
i nclusion of other forns of financial interests that may be
held in a blind trust.

The Pennsyl vania Rul es of Statutory Construction, as
set forth in the Pennsylvania Statutory Construction Act
guide the interpretation of the state statutes.® The
primary principle of the Rules is to give neaning and
effect to the intention of the legislature.* In particular,
the Rules of Statutory Construction provide that words and
phrases, such as the term“stock,” are to be construed

according to their conmon and approved usage. ®

“Stock” is commonly understood to include “the goods

3 Act of Decenber 6, 1972, PL 1339, No. 290, as
amended, 1 Pa.C. S. A 8 1901, et seq.

“ See, 1 Pa.C.S.A § 1921(a); also, 71 P.S. § 745.5b
(Pennsyl vani a Regul atory Revi ew Act provides that in
crafting adm nistrative regul ati ons, agencies are charged
“first and forenost” with promul gati ng regul ati ons that
“conformto the intention of the General Assenbly in the
enact nent of the statute upon which the regulation is
based.”); M. Laurel Racing Ass’'n. v. Zoning Hearing Board,
Municipality of Monroeville, 73 Pa. Cnwith. 531, 548 A 2d
1043 (1983) ( “legislative intent” is the pol estar of
statutory construction).

> 1 Pa.C.S.A § 1903(a); P.R v. Pennsylvania
Departnment of Public Welfare, 759 A 2d 434 (Pa. Cmth.
2000) (court may resort to dictionary definition of terms
not defined by | egislature).



and wares of a merchant or tradesman”, the “capital of a
merchant,” “noney, credits,” and includes “not only capital

stock of a corporation but all corporate wealth and

resources, subject to all corporate liabilities and

obligations.”® “Stock”, as comonly used, is not linited to
publicly traded securities of a corporation — rather, it
includes all forms of corporate wealth.’

Additionally, even if the term“stock” were to be
narromy construed to include only equity shares of a
corporation’s worth, it does not follow that it nust only
i nclude securities that are conmonly traded on exchanges.®
In fact, the Oficial Comrent to section 8-102 of the
Uni f orm Commer ci al Code, of which the Pennsyl vani a
Commerci al Code is based, specifically includes stock of a
closely held corporation even if it is not comonly traded

on a securities exchange market — such stock is still

® (Enphasi s added) Black’s Law Dictionary, 1586 (4'"
Edition, 1957).

" See, Appeal of Lehigh Ave. Ry. Co., 129 Pa. 405,
414, 18 A 498, 500 (1889) (the Pennsyl vania Suprene Court
construed the neaning of the term*®“stock” within the
context of a corporation’s act of incorporation, to include
“the fund or property belonging to a firmor corporation,
and used to carry out its business”).

8 See, Katz v. Abrams, 549 F. Supp. 668, 671 (Pa. E.D.
1982) (federal district court determ ned that “stock” of a
corporation is not limted to publicly exchanged
securities, but includes certified and uncertified
securities such as “stock” of closely-held corporations
even if not traded on securities exchanges).



recogni zed as an accepted medi um of investmnent.?®

When construing a statute, words having a well-settl ed
| egal nmeani ng nust be given such nmeaning unless there is a
cl ear expression of legislative intent to the contrary. *°
It is noteworthy that the |legislature did not use the nore
restrictive term“securities” in defining the asset that
could be included in a blind trust. To the contrary, the
| egi sl ature used the term “stock” — which would include al
forms of corporate wealth, not sinply those forns that may
happen to be regularly traded on a securities exchange.

It is also worthwhile noting that the use of blind
trusts to permt passive ownership interests in businesses
that may ot herw se present conflicts to public officials is
not unique to the gamng Act. |In fact, the use of the
blind trust in the gam ng Act was nodeled froma sinilar

provision in the Pennsylvania Utility Code. !}

The provision
of the Public Uility Code establishing the nenbership of
the Public Utility Conm ssion explicitly permts nmenbers of
the Conmmi ssion to place into blind trust securities of any

utility conpany during the tine they are nmenbers of the

Commi ssion. Wiile it is not suggested that nmenbers of the

° ld.

10 stanton v. Lackawanna Energy, Ltd., 820 A 2d 1256
(Pa. Super. 2003).

1 See, 66 Pa.C.S. A § 301(b).



Gam ng Board possess a sinmilar statutory right, the
| egi slature did include this provision in the gam ng Act as
it applies to all other public officials.

Accordingly, it is inconsistent wwth the ordinary
meani ng of the term“stock” and the expressed | egislative
intent of the Act, to narrowy define by adm nistrative
regul ation “stock” to only include securities that are
commonly traded on public exchanges. These comments are
submtted with the sincere intention of providing guidance
and assistance to the Board as it inplenents the provisions
of the Act. Please do not hesitate to contact ne if | may
provi de any additional information on this matter.

Response:

I n advancing a narrow definition of “stock,” the Board
believed that it was protecting the spirit and intent of
the legislation by clarifying the type of instrunent that
may be held in a “blind trust” while enhancing the essence
and integrity of the “blind trust” exenption.

The Board received one public conment on this subject
from Chri stopher Craig, |egal counsel to Senator Vincent
Funo. The conment suggested that this was a matter for the
| egislature to review and revisit and not for the Board to

draft a regulation restricting the scope of the statute.



As such, the Board will defer to further action by the

| egi sl ature on this issue.



