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STATE OF NEW YORK

9049- - A
I N ASSEMBLY
January 19, 2016

Introduced by M of A PRETLOW-- read once and referred to the Comit -
tee on Racing and Wagering -- commttee discharged, bill anended,
ordered reprinted as anmended and recommitted to said commttee

AN ACT to amend the racing, pari-mutuel wagering and breeding | aw and
the penal law, in relation to allowing certain interactive poker ganes

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. The racing, pari-nutuel wagering and breeding lawis
anmended by adding a new article 14 to read as foll ows:
ARTI CLE 14
| NTERACTI VE GAM NG
SECTI ON 1400. LEG SLATI VE FI NDI NGS AND PURPOSE.
1401. DEFI NI TI ONS.
1402. AUTHORI ZATI ON.
1403. REQUI RED SAFEGUARDS/ M NI MUM STANDARDS.
1404. SCOPE OF LI CENSI NG REVI EW
1405. STATE TAX.

S 1400. LEGQ SLATI VE FI NDI NGS AND PURPCSE. THE LEG SLATURE HEREBY FI NDS
AND DECLARES THAT: 1. UNDER THE NEW YORK PENAL LAW A PERSON ENGAGES |IN
GAMBLING WHEN HE OR SHE STAKES OR RI SKS SOVETHI NG OF VALUE UPON THE
OUTCOVE OF A CONTEST OF CHANCE OR A FUTURE CONTI NGENT EVENT NOT UNDER
H S OR HER CONTROL OR | NFLUENCE, UPON AN AGREEMENT OR UNDERSTANDI NG THAT
HE OR SHE WLL RECEIVE SOVETH NG OF VALUE |IN THE EVENT OF A CERTAIN
OUTCOME.

2. A CONTEST OF CHANCE | S DEFI NED AS ANY CONTEST, GAME, GAM NG SCHEME
OR GAM NG DEVI CE IN WH CH THE OUTCOVE DEPENDS | N A MATERI AL DEGREE UPON
AN ELEMENT OF CHANCE, NOTW THSTANDI NG THAT SKI LL OF THE CONTESTANTS MAY
ALSO BE A FACTOR THEREIN. (SUBDI VI SION 1 OF SECTION 225. 00 OF THE PENAL
LAW. THUS, GAMES OF CHANCE MAY | NVOLVE SOMVE SKILL, BUT IN THOSE GAMES
THE LEVEL OF SKILL DOES NOT DETERM NE THE OQUTCOVE REGARDLESS OF THE
DEGREE OF SKI LL EMPLOYED. SEE PEOPLE V. TURNER, 165 M SC. 2D 222, 224,
629 N. Y.S.2D 661, 662 (CRIM CT. 1995). ON THE OTHER HAND, WHERE A
CONTEST PITS THE SKILL LEVELS OF THE PLAYERS AGAI NST EACH OTHER, NEW
YORK COURTS HAVE FOUND A GAME TO BE ONE OF SKI LL RATHER THAN CHANCE. SEE

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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PEOPLE V. HUNT, 162 M SC. 2D 70, 72, 616 N.Y.S.2D 168, 170 (CRIM CT.
1994) ("PLAYED FAIRLY, SKILL RATHER THAN CHANCE IS THE MATERI AL COWO
NENT OF THREE- CARD MONTE. ");

3. POKER | N MANY | NSTANCES HAS BEEN DEFI NED AS A GAME OF SKILL AND A
NEW YORK FEDERAL COURT IN U. S. V. DICRISTINA 886 F. SUPP. 2D 164, 224,
ASSESSED THAT UNDER FEDERAL LAW POKER WAS PREDOM NANTLY A GAME OF SKI LL;

4. NEW YORK COURTS HAVE | NTERPRETED NEW YORK LAW TO APPLY A MORE
RI GOROUS TEST | N | DENTI FYI NG A "CONTEST OF CHANCE" THAN IS APPLIED BY
MOST STATES IN THI'S NATION AND THE COURTS HAVE FOUND THAT WHERE A
CONTEST PITS THE SKILL LEVELS OF THE PLAYERS AGAI NST EACH OIHER, THOSE
GAMES ARE GAMES OF SKILL AND NOTI GAMES OF CHANCE. FURTHERMORE, THE
COURTS HAVE NOT LIMTED THE LEG SLATURE'S ABILITY TO DETERM NE THAT
CERTAIN FORM5 OF POKER SHOULD FALL OUTSI DE THE GENERAL DEFI NI TI ON OF
GAMBLI NG SI NCE THOSE GAMES ARE GAMES OF SKI LL;

5. TEXAS HOLD EM POKER | NVOLVES TWO CARDS DEALT FACE DOM TO EACH
PLAYER AND THEN FIVE COWUN TY CARDS PLACED FACE- UP BY THE DEALER, A
SERI ES OF THREE, THEN TWO ADDI TI ONAL SI NGLE CARDS, W TH PLAYERS DETER-
M N NG WHETHER TO CHECK, BET, RAISE OR FOLD AFTER EACH DEAL. OVAHA
HOLD EM POKER | S A SIM LAR GAME, IN VHICH EACH PLAYER IS DEALT FOUR
CARDS AND MAKES H'S OR HER BEST HAND USI NG EXACTLY TWO OF THEM PLUS
EXACTLY THREE OF THE FI VE COWUNI TY CARDS. THESE GAMES ARE CONSI DERED TO
BE COWLEX FORMS OF POKER VWH CH INVOLVE  PLAYER  STRATEGY  AND
DECI S ON- MAKING AND VWH CH PIT THE SKILL LEVELS OF THE PLAYERS AGAI NST
EACH OTHER. AS GAMES OF SKILL, THESE FORMS OF POCKER DO NOT' FALL UNDER
THE DEFI NI TI ON OF GAMBLI NG AS PRCHI BI TED BY THE PENAL LAW AND

6. THE LEG SLATURE FURTHER FINDS THAT AS THE | NTERNET HAS BECOVE AN
| NTEGRAL PART OF SOCI ETY, AND | NTERNET POKER A MAJOR FORM OF ENTER-
TAI NMENT FOR MANY CONSUMERS, ANY | NTERACTI VE GAM NG ENFORCEMENT AND
REGULATORY STRUCTURE MUST BEG N FROM THE BEDROCCK PREM SE THAT PARTI C-
| PATION |IN A LAWFUL AND LI CENSED GAM NG | NDUSTRY IS A PRI VI LEGE AND NOT
A RI GHT, AND THAT REGULATORY OVERSIGHT |S |INTENDED TO SAFEGUARD THE
I NTEGRI TY OF THE GAMES AND PARTI Cl PANTS AND TO ENSURE ACCOUNTABI LI TY AND
THE PUBLI C TRUST.

S 1401. DEFINITIONS. AS USED IN TH S ARTICLE, THE FOLLOW NG TERMS
SHALL HAVE THE FOLLOW NG MEANI NGS:

1. "AUTHORI ZED GAME" MEANS OVAHA HOLD EM AND TEXAS HOLD EM POKER, AS
VELL AS ANY OTHER POKER GAME THAT THE COWM SSI ON DETERM NES | S THE MATE-
RIAL  EQUI VALENT OF EITHER OF THOSE, WHETHER I N A CASH GAME OR TOURNA-
IVENT.

2. "AUTHORI ZED PARTI Cl PANTS" MEANS PERSONS WHO ARE EI THER PHYSI CALLY
PRESENT |IN TH S STATE WHEN PLACI NG A WAGER OR WHO OTHERW SE ARE PERM T-
TED BY APPLI CABLE LAW AS DETERM NED BY THE COM SSION, TO PLACE A
WAGER. THE | NTERMEDI ATE ROUTI NG OF ELECTRONI C DATA I N CONNECTI ON W TH
| NTERACTI VE GAM NG SHALL NOT DETERM NE THE LOCATION OR LOCATIONS IN
VH CH A WAGER | S | NI TI ATED, RECEI VED OR OTHERW SE MADE.

3. "CORE FUNCTION' MEANS ANY OF THE FOLLON NG (A) THE MANAGEMENT,
ADM NI STRATI ON OR CONTROL OF WAGERS ON |INTERACTIVE GAM NG (B) THE
MANAGEMENT, ADM NI STRATION OR CONTROL OF THE GAMES W TH WHI CH THOSE
WAGERS ARE ASSOCI ATED, OR (C) THE DEVELOPMENT, MAI NTENANCE, PROVI SI ON OR
OPERATI ON OF AN | NTERACTI VE GAM NG PLATFORM

4. "COW SSI ON' MEANS THE NEW YORK STATE GAM NG COWM SSI ON.

5. "DIVISION' MEANS THE DI VI SION OF GAM NG,  ESTABLI SHED UNDER PARA-
GRAPH (C) OF SuBDI VI SION TWO OF SECTI ON ONE HUNDRED THREE OF THI S CHAP-
TER.

6. "I NTERACTI VE GAM NG' MEANS THE CONDUCT OF GAMES THROUGH THE USE OF
THE | NTERNET OR OTFHER COMVUNI CATI ONS TECHNOLOGY THAT ALLOANS A PERSON,
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UTI LI ZI NG MONEY, CHECKS, ELECTRONIC CHECKS, ELECTRONIC TRANSFERS OF
MONEY, CREDI T CARDS, DEBIT CARDS OR ANY OTHER | NSTRUMENTALI TY, TO TRANS-
MT TO A COWUTER | NFORVATI ON TO ASSI ST I N THE PLACI NG OF A WAGER AND
CORRESPONDI NG | NFORVATI ON RELATED TO THE DI SPLAY OF THE GAME, GAME
OQUTCOVES OR OTHER SI M LAR | NFORVATI ON. THE TERM DCES NOT | NCLUDE THE
CONDUCT OF (A) NON GAMBLING GAMES THAT DO NOT OTHERW SE REQUI RE A
LI CENSE UNDER STATE OR FEDERAL LAW OR (B) GAMES THAT OCCUR ENTI RELY
AMONG PARTI Cl PANTS WHO ARE LOCATED ON A LI CENSED CASI NO PREM SES. FOR
PURPOSES OF THI S PROVI SI ON, " COVMUNI CATI ONS TECHNCLOGY" MEANS ANY METHOD
USED AND THE COMPONENTS EMPLOYED BY AN ESTABLI SHVENT TO FACI LI TATE THE
TRANSM SSI ON OF | NFORVATI ON, | NCLUDI NG W THOUT LI M TATI ON, TRANSM SSI ON
AND RECEPTI ON BY SYSTEMS BASED ON W RE, CABLE, RAD O M CROMVE, LI GHT,
OPTI CS OR COVWPUTER DATA NETWORKS, | NCLUDING WTHOQUT LIMTATION, THE
| NTERNET AND | NTRANETS.

7. "I NTERACTI VE GAM NG GROSS REVENUE" MEANS THE TOTAL OF ALL SUMS PAI D
TO A LI CENSEE FROM | NTERACTI VE GAM NG | NVOLVI NG AUTHORI ZED PARTI CI PANTS,
LESS ONLY THE TOTAL OF ALL SUMS PAID QUT AS W NNI NGS TO PATRONS AND
PROMOTI ONAL GAM NG CREDI TS; PROVI DED, HOWEVER, THAT THE CASH EQUI VALENT
VALUE OF ANY MERCHANDI SE OR OTHER NON- CASH THI NG OF VALUE | NCLUDED IN A
CONTEST OR TOURNAMENT SHALL NOT BE I NCLUDED IN THE TOTAL OF ALL SUMS
PAID OUT AS WNNI NGS TO PLAYERS FOR PURPOSES OF DETERM NI NG | NTERACTI VE
GAM NG GROSS REVENUE.

(A) NEI THER AMOUNTS DEPOSI TED W TH A LI CENSEE FOR PURPOSES OF | NTERAC
TI VE GAM NG NOR AMOUNTS TAKEN | N FRAUDULENT ACTS PERPETRATED AGAI NST A
LI CENSEE FOR WHI CH THE LI CENSEE | S NOT' REI MBURSED SHALL BE CONSI DERED TO
HAVE BEEN " PAI D' TO THE LI CENSEE FOR PURPOSES OF CALCULATI NG | NTERACTI VE
GAM NG GROSS REVENUE.

(B) "PROMOTI ONAL GAM NG CREDI T* | NCLUDES BONUSES, PROMOTI ONS AND ANY
AMOUNT RECEI VED BY A LI CENSEE FROM A PATRON FOR WHI CH THE LI CENSEE CAN
DEMONSTRATE THAT I'T OR I TS AFFI LI ATE HAS NOT RECEI VED CASH.

8. "INTERACTIVE GAM NG PLATFORM' MEANS THE COVBI NATI ON OF HARDWARE,
SOFTWARE AND DATA NETWORKS USED TO MANAGE, ADM NI STER OR CONTROL WAGERS
ON | NTERACTI VE GAM NG OR THE GAMES W TH WHI CH THOSE WAGERS ARE ASSCCI -
ATED.

9. " | NTERNET" MEANS A COWUTER NETWORK  OF | NTEROPERABLE
PACKET- SW TCHED DATA NETWORKS.

10. "LICENSEE" MEANS A PERSON WHO IS LI CENSED BY THE COMM SSI ON TO
OFFER | NTERACTI VE GAM NG USI NG AN | NTERACTIVE GAM NG PLATFORM TO
AUTHORI ZED PARTI Cl PANTS. A LI CENSEE MAY UTI LI ZE MJULTI PLE | NTERACTI VE
GAM NG PLATFORMS PROVI DED THAT EACH PLATFORM | S APPROVED BY THE COW S-
SI ON.

11. "OVAHA HOLD EM POKER' MEANS THE POKER GAME MARKETED AS OVAHA
HOLD EM POKER OR OVAHA POKER | N WHI CH EACH PLAYER IS DEALT FOUR CARDS
AND MUST MAKE H'S OR HER BEST HAND USI NG EXACTLY TWO OF THEM PLUS
EXACTLY THREE OF THE FI VE COMMUNI TY CARDS.

12. "SI GNI FI CANT VENDOR' MEANS ANY PERSON WHO OFFERS OR WHO PROPOSES
TO OFFER ANY OF THE FOLLOWN NG SERVICES W TH RESPECT TO | NTERACTI VE
GAM NG (A) A CORE FUNCTION; (B) SALE, LICENSING OR OIHER RECEIPT OF
COVPENSATI ON  FOR SELLING OR LI CENSI NG A DATABASE OR CUSTOMER LI ST OF
I NDI VI DUALS RESIDING I N THE UNI TED STATES SELECTED IN WVHOLE OR I N PART
BECAUSE THEY PLACED WAGERS OR PARTI Cl PATED | N GAMBLI NG GAMES W TH OR
THROUGH AN | NTERNET WEBSI TE OR OPERATOR (OR ANY DERIVATIVE OF SUCH A
DATABASE OR CUSTOMER LIST); (C PROVISI ON COF ANY TRADEMARK, TRADENAME,
SERVI CE MARK OR SI M LAR | NTELLECTUAL PROPERTY UNDER WHI CH A LI CENSEE OR
SI GNI FI CANT  VENDOR | DENTI FI ES | NTERACTI VE GAMES TO CUSTOMVERS; OR (D)
PROVI SI ON OF ANY PRODUCT, SERVI CE OR ASSET TO A LI CENSEE OR S| GNI FI CANT
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VENDOR |IN RETURN FOR A PERCENTACGE OF | NTERACTI VE GAM NG REVENUE ( NOT
I NCLUDI NG FEES TO FI NANCI AL I NSTI TUTI ONS AND PAYMENT PROVI DERS FOR
FACI LI TATING A DEPCSI T OR W THDRAWAL BY AN AUTHORI ZED PARTI CI PANT). THE
TERM "SI GNI FI CANT  VENDOR' SHALL NOT | NCLUDE A PROVI DER OF GOCDS OR
SERVI CES TO A LI CENSEE THAT ARE NOT SPECI FI CALLY DESI GNED FOR USE AND
NOT PRI NCI PALLY USED | N CONNECTI ON W TH | NTERACTI VE GAM NG

13. "TEXAS HOLD EM POKER' MEANS THE TYPE OF POKER MARKETED AS TEXAS
HOLD EM POKER THAT | NVOLVES TWO CARDS BEI NG DEALT FACE DOWM TO EACH
PLAYER AND THEN FI VE COMMUNI TY CARDS BEI NG PLACED FACE- UP BY THE DEALER,
A SERIES OF THREE THEN TWO ADDI TI ONAL SI NGLE CARDS, W TH PLAYERS HAVI NG
THE OPTI ON TO CHECK, BET, RAI SE OR FOLD AFTER EACH DEAL.

S 1402. AUTHORI ZATION. 1. THE COWM SSI ON SHALL, WTH N ONE HUNDRED
El GATY DAYS OF THE DATE TH S ARTI CLE BECOVES LAW PROMULGATE REGULATI ONS
TO | MPLEMENT | NTERACTI VE GAM NG I N THI S STATE AND SHALL AUTHORI ZE UP TO
ELEVEN LI CENSES TO OPERATE | NTERACTIVE GAM NG | NVOLVI NG AUTHORI ZED
PARTI Cl PANTS, SUBJECT TO THE PROVI SIONS OF THI S ARTI CLE AND OTHER APPLI -
CABLE PROVI SI ONS OF LAW

2. APPLI CANTS ELI G BLE TO APPLY FOR A LI CENSE PURSUANT TO THI S ARTI CLE
SHALL BE THOSE ENTI TI ES:

(A) LICENSED BY THE STATE PURSUANT TO SECTI ON SI XTEEN HUNDRED SEVEN-
TEEN-A OF THE TAX LAW TO OPERATE VI DEO LOTTERY GAM NG AND HAS EXPERI ENCE
I N THE OPERATI ON OF | NTERACTI VE GAM NG BY BEI NG LI CENSED IN A STATE WTH
COMPARABLE LI CENSI NG REQUI REMENTS OR GUARANTEES ACQUI SI TI ON OF ADEQUATE
BUSI NESS COWPETENCE AND EXPERIENCE IN THE OPERATI ON OF | NTERACTI VE
GAM NG OR

(B) LICENSED BY THE STATE TO OPERATE A CLASS IIl GAM NG FACILITY
PURSUANT TO ARTICLE TH RTEEN OF TH S CHAPTER AND HAS EXPERI ENCE I N THE
OPERATI ON OF | NTERACTI VE GAM NG BY BEI NG LI CENSED I N A STATE W TH COVPA-
RABLE LI CENSI NG REQUI REMENTS OR GUARANTEES ACQUI SI TI ON OF ADEQUATE BUSI -
NESS COVPETENCE AND EXPERI ENCE | N THE OPERATI ON OF | NTERACTI VE GAM NG

3. THE COWMM SSI ON SHALL, TO THE EXTENT PRACTI CABLE, | SSUE LI CENSES TO
MULTI PLE APPLI CANTS NO SOONER THAN ONE HUNDRED ElI GHTY DAYS AFTER THE
PROMULGATI ON OF REGULATI ONS I N ORDER TO ENSURE A ROBUST AND COWPETI Tl VE
MARKET FOR CONSUMERS AND TO PREVENT EARLY LI CENSEES FROM GAI NI NG AN
UNFAI R COVPETI Tl VE ADVANTAGE.

4. NO PERSON MAY OPERATE, MANAGE OR MAKE AVAILABLE AN | NTERACTI VE
GAM NG PLATFORM OR ACT AS A Sl GNI FI CANT VENDOR W TH RESPECT TO | NTERAC-
TI'VE GAM NG THAT IS OFFERED TO PERSONS LOCATED IN TH'S STATE UNLESS
LI CENSED BY THE COW SSI ON PURSUANT TO THI S ARTI CLE AND ONLY THOSE GAMES
AUTHORI ZED BY THE COW SSI ON SHALL BE PERM TTED.

5. LICENSE APPLI CANTS MAY FORM A PARTNERSHI P, JO NT VENTURE OR OTHER
CONTRACTUAL ARRANGEMENT I N ORDER TO FACI LI TATE THE PURPOSES OF THI'S
ARTI CLE.

6. ANY PERSON FOUND SUl TABLE BY THE COWM SSI ON MAY BE | SSUED A LI CENSE
AS AN OPERATOR OR SI GNI FI CANT VENDOR PURSUANT TO THI'S ARTI CLE. | N DETER-
M NI NG SUl TABI LI TY, THE COWM SSI ON SHALL CONSI DER THOSE FACTORS | T DEEMS
RELEVANT I N I TS DI SCRETI ON, | NCLUDI NG BUT NOT LIMTED TGO

(A) VWHETHER THE APPLI CANT IS A PERSON OF GOOD CHARACTER, HONESTY AND
| NTEGRI TY;

(B) WHETHER THE APPLI CANT | S PERSON WHOSE PRI OR ACTIVITIES, CRI M NAL
RECCORD, | F ANY, REPUTATI ON, HABI TS AND ASSOCI ATI ONS DO NOT:

(1) POSE A THREAT TO THE PUBLI C | NTEREST OR TO THE EFFECTI VE REGU
LATI ON AND CONTROL OF | NTERACTI VE GAM NG OR

(1) CREATE OR ENHANCE THE DANGERS OF UNSU TABLE, UNFAIR OR |LLEGAL
PRACTI CES, METHODS AND ACTIVITIES I N THE CONDUCT OF | NTERACTI VE GAM NG
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OR IN THE CARRYI NG ON OF THE BUSI NESS AND FI NANCI AL ARRANGEMENTS | NCI -
DENTAL TO SUCH GAM NG

(© WHETHER THE APPLICANT 1S CAPABLE OF AND LIKELY TO CONDUCT THE
ACTIVITIES FOR WH CH THE APPLI CANT IS LI CENSED I N ACCORDANCE W TH THE
PROVI SIONS OF THI S ARTI CLE, ANY REGULATI ONS PRESCRI BED UNDER THI S ARTI -
CLE AND ALL OTHER APPLI CABLE LAWS;

(D) WHETHER THE APPLI CANT HAS OR GUARANTEES ACQUI SITION OF ADEQUATE
BUSI NESS COWPETENCE AND EXPERI ENCE I N THE OPERATI ON OF LI CENSED GAM NG
OR OF | NTERACTIVE GAM NG IN THIS STATE ORIN A STATE WTH COVPARABLE
LI CENSI NG REQUI REMENTS; AND

(E) WHETHER THE APPLI CANT HAS OR W LL OBTAI N SUFFI Cl ENT FI NANCI NG FOR
THE NATURE OF THE PROPOSED OPERATI ON AND FROM A SUI TABLE SOURCE.

7. THE COWM SSI ON FURTHER SHALL DEVELOP STANDARDS BY WHI CH TO EVALUATE
AND APPROVE | NTERACTIVE GAM NG PLATFORMS FOR USE WTH | NTERACTI VE
GAM NG | NTERACTI VE GAM NG PLATFORMS MUST BE APPROVED BY THE COWM SSI ON
BEFORE BEI NG USED BY A LI CENSEE OR S| GNI FI CANT VENDOR TO CONDUCT | NTER-
ACTIVE GAM NG I N TH S STATE.

8. THE COWMM SSI ON SHALL REQUI RE ALL LI CENSEES TO PAY A ONE-TI ME FEE OF
TEN M LLI ON DOLLARS. SUCH FEE PAI D BY EACH LI CENSEE SHALL BE APPLI ED TO
SATI SFY, IN WHOLE OR I N PART, AS APPL| CABLE, THAT LI CENSEE S TAX OBLI -
GATI ON PURSUANT TO SECTI ON FOURTEEN HUNDRED FIVE OF THIS ARTICLE |IN
TH RTY-SI X EQUAL MONTHLY | NSTALLMENTS, ALLOCATED TO EACH OF THE FI RST
TH RTY-SI X MONTHS OF TAX ONED AFTER THE LI CENSEE HAS BEGUN OPERATI NG
| NTERACTI VE  GAM NG PURSUANT TO THI S ARTI CLE. NO AMOUNTS NOT REQUI RED TO
BE USED TO SATI SFY SUCH TAX OBLI GATI ON DURI NG THAT PERI OD SHALL BE ALLG
CATED TO PAYMENT OF SUCH TAX OBLI GATI ON AFTER THAT PERI OD.

9. LICENSES | SSUED BY THE COW SSI ON SHALL REMAIN I N EFFECT FOR TEN
YEARS.

10. THE COW SSI ON, BY REGULATI ON, MAY AUTHORI ZE AND PROMULGATE ANY
RULES NECESSARY TO | MPLEMENT AGREEMENTS W TH OTHER STATES, OR AUTHORI ZED
AGENCI ES THEREOF (A) TO ENABLE PATRONS I N THOSE STATES TO PARTI Cl PATE I N
| NTERACTI VE GAM NG OFFERED BY LI CENSEES UNDER THIS ARTICLE OR (B) TO
ENABLE PATRONS IN TH'S STATE TO PARTICI PATE | N | NTERACTI VE GAM NG
OFFERED BY LI CENSEES UNDER THE LAWS OF THOSE OTHER STATES, PROVI DED THAT
SUCH OTHER STATE OR AUTHORI ZED AGENCY APPLI ES SUl TABI LI TY STANDARDS AND
REVI EW MATERI ALLY CONSI STENT W TH THE PROVI SIONS OF THI S ARTI CLE.

11. ANY REGULATIONS ADOPTED PURSUANT TO SUBDIVISION TEN OF TH S
SECTI ON MUST SET FORTH PROVI SI ONS THAT ADDRESS:

(A) ANY ARRANGEMENTS TO SHARE REVENUE BETWEEN NEW YORK AND ANY OTHER
STATE OR AGENCY W THI N ANOTHER STATE; AND

(B) ARRANGEMENTS TO ENSURE THE | NTEGRI TY OF | NTERACTI VE GAM NG OFFERED
PURSUANT TO ANY SUCH AGREEMENT AND THE PROTECTI ON OF PATRONS LOCATED I N
TH S STATE.

12. THE COW SSI ON MAY DELEGATE | TS RESPONSI Bl LI TIES TO ADM NI STER THE
PROVI SIONS OF THS ARTICLE TO THE DIVISION, AS I T SEES FIT, EXCEPT FOR
I TS RESPONSI BI LI TI ES TO APPROVE LI CENSES.

S 1403. REQUI RED SAFEGUARDS/ M NI MUM STANDARDS. THE COWM SSI ON SHALL
REQUI RE LI CENSEES TO | MPLEMENT MEASURES TO MEET THE STANDARDS SET QUT I N
TH' S SECTI ON, ALONG W TH SUCH OTHER STANDARDS THAT THE COMM SSION IN I TS
DI SCRETI ON MAY CHOOSE TO REQUI RE.

(A) APPROPRI ATE SAFEGUARDS TO ENSURE, TO A REASONABLE DEGREE OF
CERTAI NTY, THAT PARTI Cl PANTS | N | NTERACTI VE GAM NG ARE NOT YOUNGER THAN
TWENTY- ONE YEARS OF AGE.

(B) APPROPRI ATE SAFEGUARDS TO ENSURE, TO A REASONABLE DEGREE OF
CERTAI NTY, THAT PARTICI PANTS [|N |INTERACTIVE GAM NG ARE PHYSI CALLY
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LOCATED W THI N THE STATE OR SUCH OTHER JURI SDI CTI ON THAT THE COWM SS| ON
HAS DETERM NED TO BE PERM SSI BLE.

(© APPROPRI ATE SAFEGUARDS TO PROTECT, TO A REASONABLE DEGREE OF
CERTAI NTY, THE PRI VACY AND ONLI NE SECURI TY OF PARTI Cl PANTS I N | NTERAC
TI VE GAM NG

(D) APPROPRI ATE SAFEGUARDS TO ENSURE, TO A REASONABLE DEGREE OF
CERTAI NTY, THAT THE | NTERACTIVE GAMNG IS FAIR AND HONEST AND THAT
APPROPRI ATE MEASURES ARE | N PLACE TO DETER, DETECT AND, TO THE EXTENT
REASONABLY PCSSI BLE, TO PREVENT CHEATI NG | NCLUDI NG COLLUSI ON, AND USE
OF CHEATING DEVICES, |INCLUDING USE OF SOFTWARE PROGRAMS ( SOVETI MVES
REFERRED TO AS "BOTS') THAT MAKE BETS OR WAGERS ACCORDI NG TO ALGORI THVS.

(E) APPROPRI ATE SAFEGUARDS TO M NIMZE COWULSIVE GAM NG AND TO
PROVI DE NOTI CE TO PARTI CI PANTS OF RESOURCES TO HELP PROBLEM GAMBLERS.

(F) APPROPRI ATE SAFEGUARDS TO ENSURE PARTI Cl PANTS' FUNDS ARE HELD I N
ACCOUNTS SEGREGATED FROM THE FUNDS OF LICENSEES AND OTHERW SE ARE
PROTECTED FROM CORPORATE | NSOLVENCY, FI NANCIAL RISK OR CRIM NAL OR CI VI L
ACTI ONS AGAI NST THE LI CENSEE.

S 1404. SCOPE OF LICENSING REVIEW 1. I N CONNECTI ON W TH ANY LI CENSE
| SSUED PURSUANT TO THI S ARTI CLE, THE LI CENSEE, SIGNI FI CANT VENDOR OR
APPLI CANT SHALL | DENTI FY AND THE COW SSI ON SHALL REVI EW THE SUI TABI LI TY
OF SUCH LICENSEE' S, SIGNIFICANT VENDOR S OR APPLI CANT' S OMNER, CHI EF
EXECUTI VE OFFI CER, CHI EF FI NANCI AL OFFI CER AND ANY OIHER OFFICER OR
EMPLOYEE VWHO THE COWM SSION DEEMS 1S SIGN FI CANTLY | NVOLVED IN THE
MANAGEMENT OR CONTROL OF THE LI CENSEE, S| GNIFI CANT VENDOR OR APPLI CANT
OR OF THE | NTERACTI VE GAM NG PLATFCRM "OMER' FOR PURPOSES OF THI S
PROVI SI ON MEANS ANY PERSON WHO DI RECTLY OR | NDI RECTLY HOLDS ANY BENEFI -
CIAL OR OMERSH P I NTEREST I N THE APPLI CANT OF FI VE PERCENT OR GREATER
OR ANY AMOUNT OF OMNERSHI P THAT THE COWM SSI ON DETERM NES TO BE SI GNI F-
| CANT OWNERSHI P OF THE LI CENSEE, SI GNI FI CANT VENDOR, OR APPL| CANT.

2. I NSTITUTI ONAL | NVESTORS ARE SUBJECT TO THE PROVI SI ONS SET OUT | N
TH S SECTI ON.

(A) AN | NSTI TUTI ONAL | NVESTOR HOLDI NG UNDER TVEENTY- FI VE PERCENT OF THE
EQU TY SECURI TIES OF A LICENSEE' S OR SIGNIFICANT VENDOR' S (OR APPLI -
CANT' S) HOLDI NG OR | NTERVEDI ARY COVPANI ES, SHALL BE GRANTED A WAI VER OF
ANY | NVESTI GATI ON OF SUI TABI LI TY OR OTHER REQUI REMENT | F SUCH SECURI Tl ES
ARE THOSE OF A CORPORATI ON, WHETHER PUBLI CLY TRADED OR PRI VATELY HELD,
AND | TS HOLDINGS OF SUCH SECURITIES WERE PURCHASED FOR | NVESTMENT
PURPOSES ONLY AND I T FILES A CERTI FI ED STATEMENT TO THE EFFECT THAT I T
HAS NO | NTENTI ON OF | NFLUENCI NG OR AFFECTI NG THE AFFAI RS OF THE | SSUER,
THE LI CENSEE (OR SI GNI FI CANT VENDOR OR APPLI CANT, AS APPLI CABLE) OR I TS
HOLDI NG OR | NTERMVEDI ARY COVPANI ES; PROVI DED, HOWEVER, THAT I T SHALL BE
PERM TTED TO VOTE ON MATTERS PUT TO THE VOTE OF THE OUTSTANDI NG SECURI TY
HOLDERS. THE COWM SSI ON MAY GRANT SUCH A WAIVER TO AN | NSTI TUTI ONAL
I NVESTOR HOLDI NG A H GHER PERCENTACGE OF SUCH SECURI TI ES UPON A SHOW NG
OF GOOD CAUSE AND I'F THE CONDI TI ONS SPECI FI ED ABOVE ARE MET. ANY | NSTI -
TUTI ONAL | NVESTOR GRANTED A WAl VER UNDER THI S PARAGRAPH VWHI CH SUBSE-
QUENTLY DETERM NES TO | NFLUENCE OR AFFECT THE AFFAIRS OF THE | SSUER
SHALL PROVI DE NOT LESS THAN THI RTY DAYS NOTI CE OF SUCH | NTENT AND SHALL
FILE WTH THE COWMM SSION A REQUEST FOR DETERM NATI ON OF SUI TABI LI TY
BEFORE TAKI NG ANY ACTI ON THAT MAY | NFLUENCE OR AFFECT THE AFFAI RS OF THE
| SSUER; PROVI DED, HOWEVER, THAT I T SHALL BE PERM TTED TO VOTE ON MATTERS
PUT TO THE VOTE OF THE OUTSTANDI NG SECURI TY HOLDERS. | F AN I NSTI TUTI ONAL
I NVESTOR CHANGES I TS | NVESTMENT I NTENT, OR IF THE COW SSI ON FI NDS
REASONABLE CAUSE TO BELI EVE THAT THE | NSTI TUTI ONAL | NVESTOR MAY BE FOUND
UNSUI TABLE, NO ACTION OTHER THAN DI VESTI TURE SHALL BE TAKEN BY SUCH
I NVESTOR W TH RESPECT TO I TS SECURI TY HOLDI NGS UNTIL THERE HAS BEEN
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COWPLI ANCE WTH ANY REQUI REMENTS ESTABLI SHED BY THE COWM SSI ON, WHI CH
MAY | NCLUDE THE EXECUTI ON OF A TRUST AGREEMENT. THE LI CENSEE (OR S| GNI F-
| CANT VENDOR OR APPLI CANT, AS APPLICABLE) AND |ITS RELEVANT HOLDI NG
| NTERMEDI ARY OR SUBSI DI ARY COVPANY SHALL NOTI FY THE COW SSI ON | MVE-
DI ATELY OF ANY | NFORVATI ON ABOUT, OR ACTI ONS OF, AN | NSTI TUTI ONAL | NVES-
TOR HOLDI NG I TS EQUI TY SECURI TI ES WHERE SUCH | NFORMATI ON OR  ACTI ON  MAY
| MPACT UPON THE ELI G BILITY OF SUCH | NSTI TUTI ONAL | NVESTOR FOR A WAI VER
PURSUANT TO THI S PARAGRAPH.

(B) I'F AT ANY TIME THE COW SSI ON FI NDS THAT AN | NSTI TUTI ONAL | NVESTOR
HOLDI NG ANY SECURI TY OF A HOLDI NG OR | NTERVEDI ARY COVPANY OF A LI CENSEE
OR SIGNIFI CANT VENDOR OR APPLI CANT, OR, VWHERE RELEVANT, OF ANOTHER
SUBSI DI ARY COVMPANY OF A HOLDI NG OR | NTERMEDI ARY COVPANY OF A LI CENSEE OR
SI GNI FI CANT VENDOR OR APPLI CANT WVHICH IS RELATED IN ANY WAY TO THE
FI NANCI NG OF THE LI CENSEE OR SI GNI FI CANT VENDOR OR APPLI CANT, FAILS TO
COWLY WTH THE TERVS OF PARAGRAPH (A) OF THIS SECTION, OR |IF AT ANY
TI ME THE COW SSI ON FI NDS THAT, BY REASON OF THE EXTENT OR NATURE OF I TS
HOLDI NGS, AN | NSTI TUTI ONAL | NVESTOR I S I N A PCSI TI ON TO EXERClI SE SUCH A
SUBSTANTI AL | MPACT UPON THE CONTROLLING |INTERESTS OF A LICENSEE OR
SI GNI FI CANT  VENDOR OR APPLI CANT THAT | NVESTI GATI ON AND DETERM NATI ON OF
SUI TABI LI TY OF THE | NSTI TUTI ONAL | NVESTOR | S NECESSARY TO PROTECT THE
PUBLI C | NTEREST, THE COWMM SSI ON MAY TAKE ANY NECESSARY ACTI ON OTHERW SE
AUTHORI ZED UNDER THI' S ARTI CLE TO PROTECT THE PUBLI C | NTEREST.

(©) FOR PURPOSES OF THI'S SECTION, AN "I NSTI TUTI ONAL | NVESTOR' SHALL
MEAN ANY RETI REMENT FUND ADM NI STERED BY A PUBLI C AGENCY FOR THE EXCLU
S| VE BENEFI T OF FEDERAL, STATE, OR LOCAL PUBLIC EMPLOYEES; | NVESTMENT
COVPANY REG STERED UNDER THE | NVESTMENT COVPANY ACT OF 1940 (15 U.S.C. S
80A-1 ET SEQ); COLLECTIVE | NVESTMENT TRUST ORGANI ZED BY BANKS UNDER
PART NINE OF THE RULES OF THE COWTROLLER OF THE CURRENCY; CLOSED END
| NVESTMENT TRUST; CHARTERED OR LI CENSED LI FE | NSURANCE COVPANY OR PROP-
ERTY AND CASUALTY | NSURANCE COWMPANY; BANKING AND OTHER CHARTERED OR
LI CENSED LENDI NG | NSTITUTIQON, | NVESTMENT ADVI SOR REGA STERED UNDER THE
| N\VESTMENT ADVI SORS ACT OF 1940 (15 U.S.C. S 80B-1 ET SEQ); AND SUCH
OTHER PERSONS AS THE COW SSI ON MAY DETERM NE FOR REASONS CONSI STENT
W TH THE PUBLI C | NTEREST.

S 1405. STATE TAX. LI CENSEES ENGAGED IN THE BUSINESS OF CONDUCTI NG
| NTERACTI VE GAM NG PURSUANT TO THI S ARTI CLE SHALL PAY A PRI VI LEGE TAX
BASED ON THE LI CENSEE' S | NTERACTI VE GAM NG GROSS REVENUE AT A FI FTEEN
PERCENT RATE.

S 2. Subdivision 1 of section 225.00 of the penal law is anmended to
read as foll ows:

1. "Contest of chance" neans any contest, gane, gamng schene or
gamng device in which the outconme depends [in a material degree]
PREDOM NANTLY upon an el ement of chance, notw thstanding that skill of
the contestants may al so be a factor therein.

S 3. The penal law is anended by adding a new section 225.36 to read
as foll ows:

S 225. 36 | NTERACTI VE GAM NG OFFENSES AND EXCEPTI ONS.

1. THE KNOW NG AND W LLFUL OFFERI NG OF UNLI CENSED | NTERACTI VE GAM NG
TO PERSONS IN THI'S STATE, OR THE KNOWNG AND W LLFUL PROVI SI ON OF
SERVI CES W TH RESPECT THERETO, SHALL CONSTI TUTE A GAMBLI NG OFFENSE UNDER
TH S ARTI CLE.

2. LICENSED |NTERACTIVE GAM NG ACTIVITIES UNDER SECTION FOURTEEN
HUNDRED TWO OF THE RACI NG PARI - MUTUEL WAGERI NG AND BREEDI NG LAW SHALL
NOT BE A GAMBLI NG OFFENSE UNDER THI S ARTI CLE.

3. A PERSON OFFERI NG UNLI CENSED | NTERACTI VE GAM NG TO PERSONS IN THI' S
STATE SHALL BE LIABLE FOR ALL TAXES SET FORTH I N SECTI ON FOURTEEN
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HUNDRED FI VE OF THE RACI NG PARI - MUTUEL WAGERI NG AND BREEDI NG LAW | N THE
SAME MANNER AND AMOUNTS AS |IF SUCH PERSON WERE A LICENSEE. TIMELY
PAYMENT OF SUCH TAXES SHALL NOT CONSTI TUTE A DEFENSE TO ANY PROSECUTI ON
OR OTHER PROCEEDI NG | N CONNECTI ON W TH THE | NTERACTI VE GAM NG EXCEPT FOR
A PROSECUTI ON OR PROCEEDI NG ALLEGQ NG FAI LURE TO MAKE SUCH PAYMENT.

S 4. Severability clause. If any provision of this act or application
t hereof shall for any reason be adjudged by any court of conpetent
jurisdiction to be invalid, such judgnment shall not affect, inpair, or
invalidate the remai nder of the act, but shall be confined in its opera-
tion to the provision thereof directly involved in the controversy in
whi ch the judgnment shall have been rendered.

S 5. This act shall take effect on the one hundred eightieth day after
it shall have becone a | aw



