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HB- 4610, As Passed House, May 22, 2003

SUBSTI TUTE FOR
HOUSE BI LL NO. 4610

A Dbill to amend 1972 PA 239, entitled
"McCaul ey- Tr ax| er - Law- Bowran- McNeel y | ottery act,"”
by amending the title and sections 3, 11, 12, 23, and 32 (MCL
432. 3, 432.11, 432.12, 432.23, and 432.32), the title as anmended
by 1996 PA 95, sections 3, 11, and 23 as anended by 1996 PA 167,
section 12 as anended by 2002 PA 471, and section 32 as anended
by 1996 PA 13, and by adding a heading for article 1 and addi ng
article 2.

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

An act to establish and operate a state lottery; —and— to
allow state participation in certain lottery-related joint
enterprises with other sovereignties; to allow and regul ate the
operation of video lottery ganmes at |icensed race neetings in

this state; to create a bureau of state lottery and to prescribe
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its powers and duties; to prescribe certain powers and duties of
ot her state departnents and agencies; to provide for the
pronmul gation of rules; to license and regul ate —certatn— lottery
sal es agents, race neeting |licensees that host video lottery
machi nes, and manufacturers of video |ottery machi nes and rel at ed
equi pment; to create —the-statetotteryfund— funds; to inpose
fees; to provide for the distribution of lottery revenues and
earnings for certain purposes; to provide for an appropriation;
and to provide for renmedi es and penalties.

ARTI CLE 1

Sec. 3. As used in this act:

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

(b) "Comm ssioner" —eans—the— or "conm ssioner of state
| ottery"” neans the head of the bureau.

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

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

|ottery created —pursuant—te— under this act.

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

or under the exclusive control of the bureau of state lottery.
(e) "State lottery" nmeans the lottery created in article 1.
(f) "Video lottery" nmeans a lottery that allows a gane to be

pl ayed using an el ectronic conputer and an interactive computer
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term nal device, equipped with a video screen and keys, a
keyboard, or other equi prment allow ng input by a player, into
whi ch the player inserts coins, currency, or vouchers as
consideration in order for play to be avail able, and through
whi ch term nal device the player may receive free ganmes, credit
that can be redeened for cash, annuitized paynents over tinme, or
a noncash prize, or nothing as determ ned wholly or predom nantly
by chance. Video lottery does not include a lottery gane that
merely uses an el ectronic conputer and a video screen to operate
a lottery game and communi cate the results of the ganme and that
does not use an interactive electronic term nal device allow ng
input by a player. Video lottery shall be operated exclusively
by and under the exclusive control of the bureau.

Sec. 11. (1) The conm ssioner shall pronulgate rules
pursuant to the adm nistrative procedures act of 1969, —-Aet
No—3066—of the PubliecActs—of 1969, beihg—seetions24-201to
24-328of theM-echigan—Conpi-led—taws— 1969 PA 306, MCL 24.201 to
24. 328, as necessary to inplenment this act.

(2) The rules authorized under this section may include any
of the follow ng, subject to requirenents and limtations

expressed in this act:

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

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

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

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

H02855' 03 (H- 3) TDR
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(e) The manner of paynent of prizes to the hol ders of w nning
tickets or shares. ——subjeetto-section32-
(f) The frequency of the drawi ngs or sel ections of w nning
ti ckets or shares.
(g) Wthout limt as to nunber, the type or types of
| ocations at which tickets or shares nmay be sold. —subjeette
section—23(10)—
(h) The method to be used in selling tickets or shares,

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

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

(j) The manner and anount of conpensation to be paid |icensed
sal es agents necessary to provide for the adequate availability
of tickets or shares to prospective buyers and for the
conveni ence of the public.

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

t he general fund.

H02855' 03 (H- 3) TDR
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(3) The comm ssioner nmay promrul gate rul es incorporating by
reference existing rules or regulations of any joint enterprise
as required as a condition for participation in that joint
enterprise. Any subsequent changes or additions to the rules or
regul ations of the joint enterprise may be adopted by the
conmmi ssi oner through the pronul gation of a rule.

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

rules that sections 45 and 46 of the administrative procedures

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

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

requiring legislative review of adm nistrative rules is not

enacted within 90 days after the M chigan suprenme court ruling.

hi . . . . L |

I | o I ¢ . I C 4 I
that—added-this—subseetion— Rul es promul gated before April 17,
1996 are not invalidated by this subsection

Sec. 12. (1) Except as otherw se provided in subsection
(3), as nearly as is practicable, until January 1, 2007, not |ess
t han 45% of the total annual revenue accruing fromthe sal e of
state lottery tickets or shares shall be apportioned for paynent
of prizes to the holders of winning tickets or shares in the
state lottery.

(2) On or after January 1, 2007, 45% of the total annua
revenue accruing fromthe sale of state lottery tickets or shares
shal | be apportioned for paynent of prizes to the hol ders of

Wi nning tickets or shares in the state lottery.

H02855' 03 (H- 3) TDR
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(3) Notwithstandi ng subsections (1) and (2), the prize noney
fromthe sale of tickets or shares of any joint enterprise is
t hat percentage of the total annual revenue accrued fromthat
game as prescribed by the joint enterprise participation
agreenent executed by the comm ssioner.

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

vol une of expected sal es.

(2) 3)— Notwi thstanding any other provision of law, a
person |icensed —pursuant—tothisactrayact— as a lottery sales

agent may sell lottery tickets and shares. A person lawfully

engaged i n nongovernnental business on state property may be

H02855' 03 (H- 3) TDR
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licensed as a lottery sal es agent.

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

(4) —5)— Alicensed lottery sales agent or his or her
enpl oyee may sell lottery tickets or shares only on the prem ses
stated in the license of the |lottery sales agent. —Effeetive
Juby—1.—1996,—a— A licensed lottery sales agent who violates this
subsection is, at the comm ssioner's discretion, subject to 1 or
nore of the foll ow ng:

(a) Probation for not nore than 2 years.

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

(c) Renoval of his or her lottery termnal.

; . : L
i I o ol
hal | || I : I Y . I . i
act—

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

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

(7) 99— The comm ssioner may suspend or revoke the |icense
of —apy— a lottery sales agent who violates this act or a rule
promul gat ed —pursuant—te— under this act.

(8) —36)— For purposes of term nal placenent, the

conmmi ssi oner shall take into account with equal enphasis both of

H02855' 03 (H- 3) TDR
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House Bill No. 4610 (H 3) as anmended May 22, 2003

t he foll ow ng:

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

precedi ng a nmarket eval uati on.

(b) The need to maxim ze net lottery revenues fromthe total

nunber of term nals placed.

(9) As used in this section,

person” means an individual,

associ ation, corporation, club, trust, estate, society, conpany,

joint stock company, receiver, trustee, referee, any

ot her person

acting in a fiduciary or representative capacity who is appointed

by a court, or any conbination of i
any departnment, comm ssion, agency,

state, including any county, city,

ndi vi dual s. Person incl udes

or instrunentality of the

village, or township and any

agency or instrunmentality of a county, city, village,

t ownshi p.

Sec. 32. (1) Before paynent under this article [or paynent under

article 2] of a prize

of $1, 000.00 or nore, the bureau shal

or

det er m ne whet her the

departnment of treasury records show that a lottery wi nner has a

current liability to this state or a support arrearage. The

departnent of treasury shall provide the bureau with a list or

conput er access to a conpilation of persons known to the

department to have a current |i abi

ity to this state,

i ncluding a

del i nquent —aeeeunts— account of —ampunts—due—and—owng— noney
due to a court that —have— has been assigned to the state for

coll ection, or a support arrearage.
updat ed not | ess than once a nonth.

or support arrearage is identified,

The i nformati on

shal | be

If aliability to this state

t he bureau shal

ascertain

t he anmount owed fromthe departnent of treasury and —f+st— apply

H02855' 03 (H- 3)
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House Bill No. 4610 (H 3) as anmended May 22, 2003

the —amount—ofthe— prize first to —the— [Habititytothe state
ohor—ihan —theawpunt—eof—any—  asstoned—delisonept—accomnl—olb
—anpunts—due—and—ow-hg— to a court, next to] —the a

support arrearage, [next to a liability to the state other than an

assi gned del i nquent account of noney due to a court,] and next to —the

an assi gned del i nquent

—acecounts—of anpunts—due—and—ow-ng— account of noney due to a
court. ——and-the— The excess, if any, shall be paid to the

| ottery w nner.

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

(3) —Ar—ampunt— Money applied to —pay— a support arrearage
under this section shall be paid by the bureau to the departnent
of treasury which shall pay the —awpunRt— noney to the office of
the friend of the court for the appropriate judicial circuit in
t he —sare— manner —as—+s— prescribed for a paynent pursuant to an
order of incone wthhol ding under section 9 of the support and

parenting time enforcenent act, —-Aet—No—295 o6f the PublieActs

1982 PA 295, MCL 552. 609.

(4) Inregard to the information provided by the departnent

of treasury to the bureau under this section, the bureau is

H02855' 03 (H- 3) TDR
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subject to the confidentiality restrictions and penalties
provided in section 28(1)(f) and (2) of -Aet—Ne—122 of the
Publ-e—Acts—of 1941 beingsection—205-28of the Mechigan
Conpiled—taws— 1941 PA 122, MCL 205. 28.

(5) Until October 1, 1995 each office of the friend of the
court—rayreport—tothe departrent—of treasurythenrares—of
persons—whohavea—ecurrent—support—arrearage—Beginning
October—1,—1995-each— The office of the friend of the court shal
report to the office of child support the nanes of persons who
have a current support arrearage and the office of child support
shall provide that information to the departnent of treasury.

(6) As used in this section:

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

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

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

ARTI CLE 2

Sec. 51. As used in this article:

(a) "Adm nistrative costs" neans the costs and expenses
incurred by the bureau in operating video lottery at the
racetrack where a |license holder holds race neetings, including,
but not limted to, expenses incurred by the bureau in performng

an investigation of an applicant for a license or a |license

H02855' 03 (H- 3) TDR



© 00 N o o0~ W N PP

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

11
hol der.

(b) "Applicant” means a person applying for a |license or
permt.

(c) "Associated equi pnent” neans hardware | ocated at the
racetrack where a license holder holds race neetings that is
connected to the central control system for conmunicati on,
val i dation, or other purposes. Associated equi pnment does not
include a video lottery term nal or the comunication facilities
of a regulated public utility.

(d) "Central control system neans a conmputer or computer
system provided to and controlled by the bureau that comruni cates
Wth video lottery termnals to retrieve information and activate
and di sable the term nals.

(e) "Disable" nmeans the process of executing a shutdown
command fromthe central control systemthat causes a video
lottery terminal to cease functioning.

(f) "Display" nmeans the visual presentation of video lottery
gane features on a video lottery termnal in the formof video
i mges, actual synbols, or both.

(g) "Goss termnal inconme" nmeans the total ampunt of coins,
currency, and vouchers inserted into the video lottery termnals,
m nus the total value of gane credits cleared fromthe video
lottery terminals in exchange for w nning redenption tickets.

(h) "License" nmeans authorization granted by the bureau to a
person that holds a race neeting |icense under the horse racing
| aw of 1995, 1995 PA 279, MCL 431.301 to 431.336, pernitting the

person to operate video lottery termnals registered and owned by

H02855' 03 (H- 3) TDR
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t he bureau as an agent of the bureau.

(i) "Manufacturer” neans a person holding a permt issued by
the bureau to engage in the business of designing, building,
constructing, assenbling, or manufacturing video lottery
termnals, the electronic conputer conponents of video lottery
term nals, the random nunber generator of video lottery
termnals, or cabinets in which video lottery termnals are
housed, whose products are intended for sale, |ease, or other
transfer to the bureau to be placed at racetracks in this state.

(j) "Net termnal income" nmeans gross terninal income mnus
an anmount deducted by the bureau for admnistrative costs plus
any noney returned to a |licensee under section 57(2). Cost and
expenses of a license holder related to the operation of video
|ottery ganes shall not be deducted fromgross termnal inconme to
determ ne net term nal incone.

(k) "Noncash prize" means nerchandi se a player may be given
the option of receiving instead of cash in exchange for a w nning
redenption ticket. A noncash prize shall be assigned a
redenpti on val ue equal to the actual cost of the merchandise to
the Iicense hol der.

() "Permt" means authorization granted by the bureau to a
person to function as a manufacturer.

(m "Person" neans an individual, corporation, association,
partnership, limted partnership, or other |egal entity.

(n) "Player" neans a person who plays a video lottery gane on
a video lottery termnal at the racetrack where a |icense hol der

hol ds race neeti ngs.

H02855' 03 (H- 3) TDR
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(o) "Racetrack" nmeans a facility where |licensed race neetings
are held and the pari-nmutuel system of wagering is conducted as
aut hori zed under the horse racing | aw of 1995, 1995 PA 279, MCL
431.301 to 431. 336.

(p) "Racing comm ssioner"” means the racing comm ssi oner
created by section 3 of the horse racing |aw of 1995, 1995 PA
279, MCL 431. 303.

(q) "Service technician"” neans an individual enployed by the
bureau who perforns service, maintenance, and repair on video
lottery terminals in this state.

(r) "Video lottery gane" neans a bureau-approved,
el ectronically sinulated game of chance that is displayed on a
video lottery termnal and to which all of the follow ng apply:

(i) The video lottery term nal on which the gane is displayed
is connected to the central control systemby an on-line wred,
cable, or wireless comunication system

(i) The gane is initiated by a player's insertion of coins,
currency, or vouchers into a video lottery termnal, which causes
ganme play credits to be displayed on the video lottery termnal,
each gane play credit entitling a player to choose 1 or nore
synbol s or nunbers or to cause the video lottery termnal to
random y sel ect synbols or nunbers.

(iii) The gane allows a player to win additional gane play
credits based upon game rules that establish the random sel ecti on
of wi nni ng conbi nati ons of synbols, nunbers, or both and the
nunber of ganme play credits to be awarded for each w nning

conbi nation of synbols, nunbers, or both.

H02855' 03 (H- 3) TDR
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(iv) The gane is based on conputer-generated random sel ection
of wi nni ng conbi nati ons produced totally or predom nantly by
chance.

(v) If the video lottery gane allows the player an option to
sel ect replacenment synbols or nunbers or additional synbols or
nunbers after the gane is initiated and in the course of play,
the gane does 1 of the follow ng before the optional selection by
the player of randomy generated replacenent or additional
synbol s or nunbers:

(A) Signals the player which synbols or nunbers should be
retai ned by the player to present the best chance, based on
probabilities, that the player nmay sel ect a w nning conbination.

(B) Signals the player whether additional selection presents
t he best chance, based on probabilities, that the player nay
sel ect a wi nning conbi nati on.

(© Randomy generates additional or replacenent synbols and
nunbers for the player after automatically sel ecting the synbols
and nunbers that should be retained to present the best chance,
based on probabilities, for a wi nning conbination, so that the
player is not permtted to benefit from personal skill, based on
a know edge of probabilities, before deciding which optional
nunbers or synbols to choose in the course of video lottery gane
pl ay.

(vi) The gane allows a player at any tine to sinultaneously
clear all game play credits and print a redenption ticket
entitling the player to receive the cash value of the ganme play

credits cleared fromthe video lottery term nal

H02855' 03 (H- 3) TDR
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House Bill No. 4610 (H 3) as anmended May 22, 2003

(vii) The game does not display roulette,

di ce, or baccar at

card gane thenes commonly associated with casino ganbling. The

ganme may display synbols that appear to rol

di splay other card gane or keno gane thenes.

(s) "Video lottery termnal™

owned interactive electronic term nal device that

the central control

aut hori zed by the

bur eau.

on drums or may

nmeans a bureau-approved and

is connected to

system and used to play video |lottery ganes

A video lottery termnal may sinmulate

the play of 1 or nore video |lottery ganes.

(t) "Wwager"

means a sum of noney or thing of value risked on

an uncertain occurrence.

Sec. 52. (1) The bureau may inplenment and operate video

|ottery games at |icensed race neetings in this state in

accordance with this article.

(2) If approved by the bureau, video lottery

conducted at a race neeting lawfully held on public property [other than

the state fairgrounds in the county of Wayne].

[

]

Sec. 53. (1) A manufacturer shall not sell

a video lottery term nal

ganmes may be

| ease, or place

in this state unl ess the bureau has

approved the termnal. Only a manufacturer with a permt may

apply for approval

of a video lottery term nal or

equi pnent. To apply for approval, a manufacturer

copi es of term na

circuit analysis,

associ at ed

shall submt 2

illustrations, schematics, block diagrans,

t echni ca

and operation manual s,

and any ot her

i nformati on requested by the bureau to all ow anal ysis and testing
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of the video lottery term nal or associated equi prent.

(2) The bureau may require that 2 working nodels of a video
lottery term nal be transported to a | ocation designated by the
bureau for testing, exam nation, and analysis. The manufacturer
shall pay all costs of testing, exam nation, analysis, and
transportation of the video |ottery term nal nodels. The
testing, exam nation, and analysis of a video lottery term nal
nodel may require dismantling the termnal, and sone tests may
result in damage or destruction to 1 or nore electronic
conmponents of the nodel. The bureau may require the manufacturer
to provide specialized equi pnent or pay for the services of an
i ndependent technical expert to test the termnal.

(3) The manufacturer shall pay the cost of transporting 2
video lottery termnals to bureau headquarters. The bureau shal
conduct a test at bureau headquarters to determ ne term na
functions and central control systemconpatibility. |[If the video
lottery terminal fails the test conducted by the bureau under
this subsection, the manufacturer shall make all nodifications
required by the bureau

(4) After the conpletion of testing under this section, the
bureau shall provide the term nal manufacturer with a report
cont ai ni ng findings, conclusions, and pass or fail results. The
report may contain recomendations for nodification of the video
lottery termnal to bring the termnal into conpliance with this
article. Before approving a particular term nal nodel, the
bureau may require a trial period of not nore than 60 days for a

license holder to test the termnal. The manufacturer shall not

H02855' 03 (H- 3) TDR
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make any nodifications to the term nal nodel during the tria
period unl ess the bureau approves the nodifications.

(5) A video manufacturer and a |icense holder are jointly
responsi ble for the assenbly and installation of a video |lottery
term nal and associ ated equi prent. A manufacturer or a license
hol der shall not nodify the assenbly or operational functions of
a video term nal approved for placenment in this state unless the
bureau first approves a request for the nodification. A request
for nodification of an approved video term nal nodel shal
contain a detailed description of the type of change, the reasons
for the change, and technical docunentation of the change.

(6) Avideo lottery term nal approved for placenment with a
I'icense holder shall conformto the exact specifications of the
video lottery term nal nodel tested and approved by the bureau.
The bureau shall seize and destroy a video lottery term nal or
nodi fication to a video lottery term nal that has not been
approved by the bureau and shall suspend the license of a |license
hol der or permt of a manufacturer that operates or nmanufactures
a video lottery termnal or nodification to a video lottery
term nal that has not been approved by the bureau.

Sec. 54. (1) Avideo lottery term nal approved for
pl acenent in this state shall neet all of the foll ow ng hardware
speci fications:

(a) Electrical and nechanical parts and design principles
shal | not subject a player to physical hazards or injury.

(b) A surge protector shall be installed on the electrical

power supply line to the video lottery termnal. A battery or

H02855' 03 (H- 3) TDR
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equi val ent power backup for electronic nmeters capabl e of
mai nt ai ni ng accuracy of all accounting records and term na
status reports for a tinme established by the bureau shall be
| ocated within the | ocked | ogic board conpartnent of the video
|ottery term nal.

(c) An on-off switch that controls the electrical current
used in the operation of the video lottery term nal shall be
| ocated in an accessible place within the interior of the
term nal .

(d) Static discharge or other electronmagnetic interference
shall not adversely affect the operation of the video lottery
term nal .

(e) At least 1 electronic or nechanical coin acceptor or
other method to accurately and efficiently establish credits
shall be installed on each video lottery termnal. The video
lottery term nal nay al so contain a bill acceptor capable of

accepting currency in denom nations as determ ned by the bureau

if the bureau has approved the bill acceptor for use on the video

|ottery term nal.

(f) Access to the interior of the video lottery term na
shall be controlled through a series of |ocks and seals.

(g) The main |l ogic boards shall be l|ocated in a separate
| ocked and sealed area within the video lottery term nal

(h) The cash conpartnent shall be located in a separate

| ocked area within or attached to the video lottery term nal

(i) Hardware sw tches, junpers, wire posts, or other neans of

mani pul ation that alter the pay tables or payout percentages in
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t he operation of a gane shall not be installed in the video
|ottery termnal. The bureau may approve hardware switches on a
video lottery termnal to control the termnal's graphic
routi nes, speed of play, sound, and other purely cosnetic
features.

(j) The video lottery termnal shall contain a single
printing mechani sm capable of printing an original redenption
ticket and retai ning an exact |egible copy within the video
lottery term nal or other neans of electronically capturing and
retaining the ticket data as approved by the bureau. Al of the
following informati on shall be printed on the redenption ticket
when credits accrued on the video lottery term nal are cleared:

(1) The nunber of credits accrued.

(i) The value of the credits in dollars and cents displ ayed
i n nunbers and words.

(iii) The date and tine.

(iv) The validation nunber

(v) Any other information required by the bureau

(k) The video lottery term nal shall have a permanently
affixed identification plate on the exterior containing all of
the following for the video lottery term nal

(1) The manufacturer.

(ii) The serial nunber.

(iit) The nodel nunber.

() Avideo lottery termnal registered with and approved by
the bureau shall only allow the play of video lottery games

regul ated and controlled by the bureau under this section that
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use specific gane rules pronul gated by the bureau pursuant to the
adm ni strative procedures act of 1969, 1969 PA 306, MCL 24.201 to
24. 328.

(m The rules of play for each video |ottery ganme shall be
di spl ayed on the video lottery term nal screen. The bureau may
reject any rules of play that are inconplete, confusing,
m sl eadi ng, or inconsistent with gane rul es approved by the
bureau. Each video lottery gane shall have a display detailing
the credits awarded for the occurrence of each possible w nning
conbi nati on of nunbers or synbols. Al information required by
t hi s subdivision shall be displayed under glass or another
transparent substance. No stickers or other renovabl e devices
shall be placed on the video lottery term nal screen w thout the
prior approval of the bureau.

(n) The video lottery term nal shall have conmunication
equi pnent and devices installed that enable it to conmunicate
with the central control system using a comuni cati ons protoco
that the bureau shall provide to each manufacturer, including
information retrieval and term nal activation and di sabling
pr ogr ans.

(o) The video lottery term nal shall have a security system

that tenporarily disables the gam ng function of the termna

whi | e opened.
(2) Avideo lottery terminal shall use a random nunber
generator to determ ne randomy the occurrence of each specific

synbol or nunber used in a video lottery game. A determ nation

process is randomif it neets all of the follow ng statistical
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criteria:

(a) Each synbol or nunber satisfies the 99% confidence limt
usi ng the standard chi-square statistical analysis of the
di fference between the expected result and the observed result.

(b) Each synbol or nunber does not produce a significant
statistic with regard to producing patterns of occurrences and
neets the 99% confidence |level with regard to the runs test for
t he exi stence of recurring patterns within a set of data.

(c) Each pair of synbols or nunbers neets the 99% confi dence
| evel using standard correlation analysis to determ ne whet her
each synbol or nunber is independently chosen without regard to
anot her synbol or nunber within a single gane play.

(d) Each synbol or nunber neets the 99% confidence | eve
usi ng standard serial correlation analysis to determ ne whether
each synbol or nunber is independently chosen w thout reference
to the same synbol or nunber in a previous gane.

(3) Avideo lottery termnal shall neet the foll ow ng
t heoreti cal payout percentages:

(a) A mnimmof 80% of the anbunt wagered during the
expected lifetinme of the term nal, determ ned using standard
met hods of probability theory.

(b) A maxi mum of 95% of the anmpbunt wagered during the
expected lifetinme of the term nal, determ ned using standard
met hods of probability theory, unless the bureau approves a
request by the manufacturer to programthe video |lottery term na
for a payout greater than 95% of the anobunt wagered. A

manuf acturer shall obtain bureau approval before applying for
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testing of a high payout termninal.

(c) A probability greater than 1 in 17,000,000 of obtaining
t he maxi num payout for each play.

(4) Avideo lottery term nal shall be capabl e of continuing
the current gane with all current gane features after a
mal function of the termnal is cleared. If a video lottery
term nal becones totally inoperable during a gane, the current
wager and all credits appearing on the video lottery term na
di spl ay before the mal function shall be returned to the player.

(5) Avideo lottery terminal shall maintain electronic
accounting at all tinmes regardl ess of whether the termnal is
bei ng supplied with electrical power. The electronic neter of a

video lottery term nal shall record all of the follow ng

i nformati on:

(a) The nunber of coins inserted by players or the coin
equivalent if a bill acceptor or vouchers are used.

(b) The nunber of credits wagered.

(c) The nunber of total credits won.

(d) The number of credits paid out by a printed ticket.

(e) The nunber of times the |ogic area has been accessed.

(f) The nunber of tinmes the cash door has been accessed.

(g) The nunber of credits wagered in the current gane.

(h) The nunber of credits won in the |ast conplete video
| ottery gane.

(i) The number of curnul ative credits representing noney
inserted by a player and credits for video |ottery games won but
not coll ected.
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(6) Avideo lottery term nal shall not have a nechani smt hat
allows the electronic accounting nmeters to clear automatically.

A person shall not clear an el ectronic accounting nmeter w thout
the prior approval of the bureau. Both before and after an

el ectronic accounting neter is cleared, all neter readi ngs shal
be recorded in the presence of a bureau enpl oyee.

(7) The bureau shall own and have primary responsibility for
the control and regulation of a video |ottery game or video
lottery term nal operated under this article.

(8) The bureau shall, directly or through a contract with a
third party vendor other than a |icense holder, nmaintain a
central control systemto nonitor lottery termnals using an
on-line wired, cable, or wireless comunication nmethod. The
central control system shall be capable of nonitoring the
operation of and i mredi ately di sabling each video lottery
terminal. A license holder shall pay a portion, as deterni ned by
t he bureau, of the cost of the central control systemas part of
the license holder's licensing requirenent.

Sec. 55. (1) The bureau shall not grant a license or a
permt unless it has determ ned that the applicant satisfies all
of the follow ng qualifications:

(a) If applying for a license or to renew a |license:

(i) The applicant holds a valid race neeting |icense under
the horse racing | aw of 1995, 1995 PA 279, MCL 431.301 to
431. 336.

(i) If the application is the initial application for a

Iicense, the applicant has paid to the bureau an application fee
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of $1, 000. 00.
(iit) The applicant has obtained a surety or, if required by
the bureau, fidelity bond in an anmount determ ned by the bureau
Wi th a conpany approved by the bureau.
[(b) Followi ng an investigation by the bureau that is substantially
simlar to the investigation required to be nade of applicants for
i censure under section 5 of the M chigan gam ng control and revenue
act, the Initiated Law of 1996, MCL 432.205, the applicant satisfies
all of the requirements prescribed under the Initiated Law of 1996, MCL
432.201 to MCL 432.226, for an applicant for licensure under section 5
of the M chigan gam ng control and revenue act, the Initiated Law of

1996, MCL 432. 205.

]

[(c)] The applicant denonstrates the business ability and
experience necessary to establish, operate, and naintain the
busi ness for which application is mde.

[ (d)] The applicant has secured adequate financing for the
busi ness for which application is made. The bureau shall

deternmi ne whether financing is froma source that neets the
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qualifications of this section and is adequate to support the
successful performance of the duties and responsibilities of the
applicant. An applicant for a license shall disclose al
financing or refinancing arrangenents for the business for which
the application is made in the degree of detail requested by the
bureau. A license holder shall request bureau approval of any
change in financing or |ease arrangenents at |east 30 days before
the effective date of the change.

(2) If avideo lottery license is granted to a race neeting
licensee that was first licensed to conduct race neetings after
the effective date of this article, video lottery shall not be
conducted at the racetrack where the race neeting |icensee holds
its race neetings until 90 days after the first day of horse
raci ng conpleted by the |icensee.

(3) Alicense or permt is valid for 1 year. An application

for renewal of a license shall be nmade after Novenber 1 of each

year after the initial license is granted.
Sec. 56. (1) Alicensee or permt holder shall do all of
t he foll ow ng:

(a) Report to the bureau pronptly any facts or circunstances
related to video lottery operations that constitute a violation
of state or federal |aw

(b) Conduct all video lottery activities and functions in a
manner that does not pose a threat to the public health, safety,
or welfare of the citizens of this state, and that does not
adversely affect the security or integrity of the lottery.

(c) Hold the bureau and this state harm ess from and defend
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and pay for the defense of a claimasserted against a |license
hol der, the bureau, the state, or an enployee of a |license
hol der, the bureau, or the state, arising fromthe |icense
hol der's participation in video lottery.

(d) Assist the bureau in maxim zing video lottery revenues.

(e) Maintain all records required by the bureau.

(f) Upon request by the bureau, provide the bureau access to
all records and the physical prenises of the business or
busi nesses where the license or permt holder's video lottery
activities occur so that the bureau may nonitor or inspect the
license or permt holder's activities and the video lottery
ganes, video lottery termnals, and associ ated equi pnent.

(g) Keep current in all paynments and obligations to the
bur eau.

(2) A manufacturer shall do all of the follow ng:

(a) Manufacture term nals and associ ated equi pnent for
pl acenent in this state in accordance with the specifications and
procedures of sections 53 and 54.

(b) Manufacture term nals and associ ated equi pnent to ensure
timely delivery to racetracks where |icense holders hold race
nmeet i ngs.

(c) Maintain and provide an inventory of spare parts to
assure the tinely repair and continuous operation of video
lottery termnals of |icense holders in this state.

(d) Provide technical assistance and training in the service
and repair of video lottery term nals and associ ated equi pment to

service technicians to assure the continuous operation of the
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video lottery term nals.

(e) ontain certification of conpliance under 47 C. F.R part
15 for all video lottery termnals placed in this state.

(3) Alicense holder shall do all of the follow ng:

(a) Provide a secure location for the placenent, operation,
and play of video lottery term nals.

(b) Through its license fees paid to the bureau, provide for
the installation and operation of video lottery termnals,
associ ated equi pnent, and bureau-approved tel ephone |Iines or
wirel ess equi pnment to provide on-line wired, cable, or wreless
comuni cati on between each video lottery term nal and the centra
control system

(c) Not permit a person to tanper or interfere with the
operation of a video lottery term nal.

(d) Ensure that tel ephone lines fromthe central contro
systemto the video lottery termnals |ocated at the racetrack
where the |icense hol der holds race neetings are connected at al
times and prevent any person fromtanpering or interfering with
t he operation of the tel ephone lines.

(e) Ensure that a video lottery termnal is within the sight
and control of a designated enpl oyee of the |icense hol der when
the termnal is available for play.

(f) Ensure that a video lottery termnal is placed and
remains in the specific location or |locations at the racetrack
where the |icense hol der holds race neetings that have been
approved by the bureau, unless the bureau first approves the

rel ocation of the video lottery term nal.
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(g) Mumitor a video lottery termnal to prevent access to or
play at the terminal by an individual who is under [21] years of
age or visibly intoxicated.

(h) Maintain sufficient currency and coins at all tines in
t he denom nati ons accepted by the video lottery term nals.

(i) Not do any of the follow ng:

(i) Provide players access to an automated teller machine in
the area where video |lottery ganes are pl ayed.

(ii)) Accept a credit card or debit card froma player for the
exchange or purchase of video lottery gane credits or for an
advance of coins or currency to be used by a player to play video
| ottery gamnes

(iii) Extend credit, in any manner, to a player to enable the
pl ayer to play a video lottery gane.

(j) Pay for all credits won by a player on presentnent of a
valid winning video lottery ticket.

(k) Report a video lottery termnal malfunction pronptly to
t he manufacturer and the bureau and notify the bureau of the
failure of a manufacturer or service technician to provide pronpt
service and repair of the malfunction of a video lottery term na
or associ ated equi pnent.

() Install, post, and display promnently at |ocations at
the racetrack where the |icense hol der hol ds race neetings signs,
redenption information, and other pronotional material as
required by the bureau

(m Permt video lottery ganes to be played only during hours

establ i shed and approved by the bureau.
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(n) Maintain general liability insurance coverage for al
video lottery termnals in an amount of at |east $2, 000, 000.00
per claim

(o) Pronptly notify the bureau in witing of any breaks or
tears in any logic unit seals.

(p) Assune liability for noney lost or stolen froma video
|ottery term nal.

(q) Submit an audited financial statenment on a formthat has
been approved by the bureau to the bureau when initially applying
for a license or permt and, after a license or permt has been
granted, annually before the time for renewal.

Sec. 57. (1) The bureau shall provide to a manufacturer, or
an applicant applying for a manufacturer's permt, the protocol
docunent ati on data necessary to enable the manufacturer's video
lottery termnals to conmunicate with the central control system
to transmt auditing programinformation and activate and di sabl e
the video lottery term nals.

(2) Alicense holder shall remt its gross termnal incone to
t he bureau by el ectronic transfer of funds on dates established
by the bureau. A license holder shall furnish to the bureau al
i nformati on and bank authorizations required to facilitate the
tinely transfer of noney to the bureau. A license hol der shal
provi de the bureau at |east 30 days' advance notice of any
proposed account changes to ensure the uninterrupted el ectronic
transfer of funds. The bureau shall deduct fromthe gross
terminal income remitted by the |icense hol der an anount

sufficient to reinmburse the bureau for adm nistrative costs. The
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amount deducted under this subsection shall not include

adm ni strative costs that have been paid or reinbursed by |license
fees. The bureau shall annually return any anount deducted for
adm ni strative costs that exceeds actual adm nistrative costs to
each license holder in proportion to the adm nistrative costs
deducted fromthe license holder's gross term nal incone.

(3) Net terminal incone fromall |icense holders shall be
conbi ned. The bureau shall distribute the conbined net term na
i ncone as foll ows:

(a) Forty percent to the state treasurer. The state
treasurer shall pay [1/3] of the first [$90, 000, 000.00] received

under this subdivision [each year] to the school aid fund [, 1/3] to the

agricultural enhancenent fund created in section 64 [, and 1/3 to a city
in this state having a popul ation of 750,000 or nore]. The bal ance

of the noney received under this subdivision shall be distributed

as foll ows:
(i) Fifteen percent to the agricultural enhancenment fund
created in section 64.

(ii) Fifteen percent to the state school aid fund.

[(ii1) O the balance, if the anbunt of noney deposited into the
school aid fund fromstate |ottery games conducted as of May 22, 2003 and
under the M chigan gam ng control and revenue act, the Initiated Law of
1996, MCL 432. 201 to 432.226, decreases in a fiscal year after 2003 -
2004 fromthe anount deposited into the school aid fund fromthe state
|ottery ganes conducted as of May 22, 2003 and under the M chigan gam ng
control and revenue act, the Initiated Law of 1996, MCL 432.201 to
432.226, in fiscal year 2003 - 2004, then an anmount equal to the anount
of the decrease shall be deposited into the school aid fund.]

[(iv)] The balance to be deposited into the general fund.

(b) Forty-two and one-hal f percent as conm ssions to race
nmeeting licensees, the portion paid to a |icensee being equal to
t he percentage of the total anmount wagered in video |ottery games
in this state during the previous year that was wagered in video

| ottery games conducted at the racetrack where the |icensee
HO02855' 03 (H-3) TDR
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25 conducts its race neetings. A race neeting |icensee shall pay
26 1/2 of a percent of the noney received under this subdivision,

27 but not nore than $1, 000, 000. 00 per year, to the local unit of
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governnent in which the racetrack where the licensee conducts its
race neetings is |ocated.

(c) Fifteen percent to the agricultural enhancenment purse
pool established in section 19b of the horse racing | aw of 1995,
1995 PA 279, MCL 431. 319b.

(d) Two and one-half percent to pay breeders' awards as
provided in section 19b of the horse racing |aw of 1995, 1995 PA
279, MCL 431. 319b.

(4) A license holder shall maintain in the bank account or
accounts fromwhich funds are transferred to the bureau under
subsection (2) an amobunt equal to or greater than the gross
termnal income fromits operation of video lottery ganes. If a
license holder fails to maintain this balance, the bureau nmay
di sable all of the license holder's video lottery termnals until
full paynent of all anmounts due.

(5) The central control system shall keep accurate records of
all income generated by each video lottery terminal. The bureau
shal |l prepare and mail to each |icense hol der a statenent
reflecting the gross terminal inconme generated by the |icense
holder's video lottery termnals. A license holder shall report
to the bureau any di screpancy between the bureau's statenent and
a termnal's mechanical and electronic neter readings. A |license
hol der is solely responsible for resolving an incone di screpancy
bet ween actual noney collected and the amount shown on the
accounting neters or on the bureau's statenent.

(6) The bureau shall not nake a credit adjustment unless an

accounting discrepancy is resolved in favor of a |license hol der.
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If the meter readings and the bureau's records cannot be
reconciled, final disposition of the matter shall be determ ned
by the bureau. Any accounting di screpancies that cannot be
ot herwi se resol ved shall be resolved in favor of the bureau.

(7) Alicense holder shall remt payment by mail if the
el ectronic transfer of funds under subsection (2) is not
operational or the bureau notifies the |icense hol der that
remttance by this nethod is required. The |icense hol der shal
report an anount equal to the total ampunt of cash inserted into
each video lottery term nal operated by the |icense hol der, m nus
the total value of ganme credits which are cleared fromthe video
lottery term nal in exchange for wi nning redenption tickets, and
remt the resulting anount as the anmpunt generated fromits
termnals during the reporting period. The remttance shall be
sealed in a properly addressed and stanped envel ope and sent by
certified or registered United States nmail no later than 12 noon
on the day when the paynment woul d ot herw se be conpl eted through
el ectronic funds transfer.

(8) The bureau shall provide additional reports of play
transactions for a license holder's video lottery term nals and
ot her marketing informati on not considered confidential by the
bureau to the license holder if the |license hol der requests
them The bureau nmay charge a reasonable fee for the cost of
producing and nmailing a report other than a statenment under
subsection (5).

(9) The bureau may exam ne all accounts, bank accounts,

financial statements, and records in possession or under contro
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of a license holder, or in which the |icense hol der has an
interest. A license holder shall authorize a third party in
possessi on or control of an account, statenent, or record of the
icense holder to allow the bureau to exam ne the account,
statenment, or record.

Sec. 58. (1) A manufacturer shall not place a video lottery
termnal in operation in this state unless the nmanufacturer
provides training in service and repair of each approved vi deo
lottery term nal to bureau enpl oyees or agents as required by the
bur eau.

(2) Only an agent or a person enployed by the bureau may
conduct mai ntenance on a video lottery term nal or associated
equi pnent .

(3) The bureau shall keep a witten maintenance log within
the main cabinet access area in each video lottery termnal.
Every person, including bureau personnel, who gains entry into an
internal space of a video lottery termnal shall sign the | og,
record the tine and date of entry, record the nechanical neter
readi ngs, and list the areas inspected or repaired. The bureau
shall retain a naintenance log for 3 years fromthe date of the
| ast entry.

(4) The bureau shall keep keys for access into the main
cabi net door of each video lottery term nal placed in operation.
The bureau shall provide a |ogic box seal that bureau personne
shall affix to prevent unauthorized access to the video lottery
termnal's logic unit.

Sec. 59. (1) Alicense holder may install and operate up to
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500 video lottery termnals at the racetrack where the |license
hol der hol ds race neetings. A license holder may apply to the
bureau for authorization to install and operate nore than 500
video lottery termnals. |If the bureau determnes that it is in
the best interests of the |license holder, the bureau, and the
citizens of this state, the bureau may grant the |icense hol der
perm ssion to install and operate the additional video lottery
termnal s.

(2) Avideo lottery termnal shall be physically located in
an area to which all of the follow ng apply:

(a) The area is continuously nonitored by a closed circuit
tel evi si on system capabl e of recording activity for a continuous
24-hour period. Al recorded videotapes or other nedia are
retained for at |east 30 days.

(b) Access to the area is restricted to persons legally
entitled by age to play video lottery ganes.

(c) Afloor plan of the area showi ng the | ocations of
term nals and security canmeras has been submtted by the |icense
hol der for bureau approval

(d) The area is in a building or structure | ocated on
property contiguous to the grandstand area of the racetrack where
the license holder holds race neetings.

Sec. 60. Paynent for credits awarded on a video lottery
termnal shall not be made unless the ticket neets all of the
foll owi ng requirements:

(a) The ticket is fully legible, printed on paper approved by

the bureau, and contains all information required by this
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article.

(b) The ticket has not been nmutilated, altered, nade
unreadabl e, or tanpered with in any nmanner.

(c) The ticket, or any part of it, is not counterfeit.

(d) The ticket is presented by a person authorized to play
video lottery under this article.

Sec. 61. The bureau may pronulgate rules to inplenent this
article pursuant to the adm nistrative procedures act of 1969,
1969 PA 306, MCL 24.201 to 24.328.

Sec. 62. A person, unless authorized by the bureau, who
with intent to mani pul ate the outcone, payoff, or operation of a
video lottery gane mani pul ates the outcome, payoff, or operation
of the video lottery ganme is guilty of a felony punishable by
i mprisonment for not nore than 10 years or a fine of not |ess
t han $10, 000. 00, or bot h.

Sec. 64. (1) The agricultural enhancenent fund is created
within the state treasury.

(2) The state treasurer may receive noney or other assets
fromcontributions fromany source for deposit into the
agricul tural enhancenent fund. The state treasurer shall direct
the investnment of the fund. The state treasurer shall credit to
the fund interest and earnings fromfund investnents.

(3) Money in the fund at the close of the fiscal year shal

remain in the fund and shall not |apse to the general fund.

(4) The department of agriculture shall expend noney fromthe

fund, upon appropriation, for the purposes of enhancing the

devel opnent of agriculture in this state, including, but not

H02855' 03 (H- 3) TDR



© 00 N o o0~ W N PP

N NN P PR R R R R R R R
N B O © 0O N o O M W N B O

36
limted to, the follow ng purposes:

(a) Support of val ue-added opportunities, including, but not
limted to, market devel opnent, export enhancenent, quality and
purity assurance, product devel opnent, packagi ng, and alternative
ener gy devel opnent.

(b) Research and di agnostic capabilities for agricultural
pl ants and ani mal s.

(c) Environnental prograns that provide incentives for
on-farm practices or structures to reduce potential inpacts on
air, water, and soil.

(d) Rehabilitation prograns for race horses.

(e) Farm and preservation.

(f) Agricultural production practices that efficiently use
water in the production of feed, food, and fiber.

(g) Leadership devel opnent or educational prograns that
directly support production agriculture.

(h) Food security.

Enacting section 1. This anendatory act does not take
effect unless all of the following bills of the 92nd Legi sl ature
are enacted into | aw

(a) House Bill No. 46009.

(b) House Bill No. 4611
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