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MARK BRNOVICH

ATTORNEY GENERAL

Firm State Bar No. 14000
Alyse C. Meislik (No. 024052)
Todd C. Lawson (No. 020216)
Mike Dailey (No. 019046)
Assistant Attorneys General
Office of the Attorney General
2005 North Central Avenue
Phoenix, Arizona  85004
Telephone: (602) 542-3702
Facsimile: (602) 542-4377
consumer@azag.gov

Attorneys for Plaintiff State of Arizona

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA

IN AND FOR THE COUNTY OF MARICOPA

STATE OF ARIZONA, ex rel. MARK 
BRNOVICH, Attorney General,

Plaintiff,

vs.

BETSON COIN-OP DISTRIBUTING 
COMPANY, INC., a Delaware corporation 
(d.b.a. “Betson West”),

Defendant.

Case No:  CV2019-006553

CONSENT JUDGMENT

(Assigned to the Honorable Connie Contes)

Plaintiff, the State of Arizona ex rel. Mark Brnovich, the Attorney General (the “State”), 

has filed a complaint alleging violations of the Arizona Consumer Fraud Act, Arizona Revised 

Statutes (“A.R.S.”) §§ 44-1521 to 44-1534 (the “CFA”), against defendant Betson Coin-Op 

Distributing Company, Inc., d.b.a. Betson West (“Defendant” or “Betson”).  Defendant has 

Granted as SubmittedGranted as SubmittedGranted as SubmittedGranted as Submitted
***See eSignature page***

Clerk of the Superior Court
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waived service of the Summons and Complaint.  After being fully advised of its right to a trial 

in this matter, Defendant waives its right to trial, and admits this Court has jurisdiction over the 

subject matter and parties for the purposes of entry and enforcement of this Consent Judgment.  

Pursuant to this Consent Judgment, the State and Defendant have agreed to a voluntary 

compromise of disputed claims without adjudicating the merits of the State’s allegations or 

Defendant’s defenses. Defendant denies that it has violated the CFA and enters into this 

Consent Judgment solely to efficiently resolve this matter as to all of the State’s claims arising 

from the facts set forth in the Complaint.   

This Consent Judgment does not constitute an admission by Defendant or evidence of 

any liability, responsibility, or wrongdoing for any CFA violation or of any other state or 

federal statute, rule, regulation, or other applicable law, except as set forth in paragraphs 32 and 

33 below.  This Consent Judgment is made without trial or adjudication of any issues of fact or 

law or finding of liability of any kind.

I. STATE’S FACTUAL ALLEGATIONS

Parties

1. Plaintiff is the State, who is authorized to bring this action under the CFA. 

2. Defendant Betson is a Delaware corporation with its principal place of business 

located at 303 Paterson Plank Road, Carlstadt, New Jersey 07072.  

Definitions

3. For purposes of this Consent Judgment, the following definitions apply:

a. “Auto-Percentaging” means a prize management system available for use in 

a Merchandiser Game Machine, wherein the game machine is equipped with 

either hardware or software (or both) that permits an operator, through a 

specific function, to ensure that a predetermined amount of revenue is 

deposited into the machine before the machine covertly enables a select prize 
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or prizes to be actually “won” by the player. When the “Auto-Percentaging” 

option is enabled, prior play results solely influence or determine immediate 

and future play results as to wins or losses.  A given machine is deemed by 

Arizona law to be “Auto-Percentaging” if the equipment or software for auto-

percentaging is present on the machine. Under Arizona law, a machine is 

deemed “Auto-Percentaging” even when that device’s equipment or software 

has a 100% player skill-based option, regardless of whether that skill-based 

option is active. (A.R.S. § 13-3301(1)(d)(iv) (“[T]he odds of winning the

game based on chance cannot be altered.”)).

b. “Effective Date” as used in this Consent Judgment shall mean the date the 

Consent Judgment is entered by the Court. 

c. “Merchandiser Game Machine(s)” shall mean electronic gaming devices 

which contain or display prizes that can be won—by a player who pays for 

the use of the machine—through the play of an electronic game or through 

the manipulation of an electronically controlled dispensing mechanism 

including but not limited to an armature, grasping device, cutting device, or 

“key.”  

d. The “Sega Amusements Key Master Prize Redemption Machine(s)” (“Key 

Master(s)”) was a specific type of Merchandiser Gaming Machine with an 

Auto-Percentaging system and a 100% player skill-based option, which was 

manufactured by Sega Amusements USA Inc. (“Sega”) and marketed, leased, 

sold and/or financed by Betson to Arizona customers as reflected in the 

following Maricopa County Superior Court proceedings: (a) State v. 

Jonathan Lee Sanborn, CR2014-004366-001 (criminal prosecution resulting 

in a conviction for attempted promotion of gambling (Arizona Department of 
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Gaming Report No.: 12-000036)); (b) State v. I.Q. Vending LLC¸ CR2014-

004367-001 (criminal prosecution resulting in a conviction for promotion of 

gambling); (c) State v. IQ Vending, L.L.C., et al., CV2013-008931 (in rem

and in personam civil asset forfeiture case resulting in the forfeiture of IQ 

Vending, L.L.C.’s interest in Merchandiser Game Machines); (d) SW2013-

015061 (Seizure Warrant); (e) SW2013-015060 (Search Warrant); and (f) 

Betson Coin-Op Distributing Co., Inc. v. IQ Vending, L.L.C., et al., CV2014-

008481 (civil lawsuit initiated by Plaintiff/Counter-Defendant Betson against 

IQ Vending, L.L.C. and its owner and managing member, Jonathan Lee 

Sanborn (“Sanborn”)).  The Key Masters are electronic gaming devices 

measuring approximately six-feet tall by three-feet wide, with three rows of 

“keyholes” located adjacent to prizes. Key Master players use a joystick and 

button system in an attempt to guide a mechanical “key” into one of the 

keyholes in the game play area inside of the device in attempt to win a 

particular prize associated with a particular keyhole as reflected in the 

following photograph: 
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Defendant’s Alleged Business Practices

4. From approximately 2011 to 2013, Defendant marketed, sold, leased, and/or 

financed approximately 25 Key Masters, designed and manufactured by Sega, to customers in 

Arizona. Approximately 18 of these Key Masters were leased and/or sold by Betson to IQ 

Vending, L.L.C. (“IQ”), an Arizona limited liability company owned and managed by Sanborn. 

5. During 2012, industry legal analysts noted that the Key Master device lacked any 

notice to operators about compliance with laws of the jurisdiction where the machine was

operated, and noted that the machine did not provide notice to the potential players about the 

varying prize level difficulties or frequency of achieving wins.  Analysts noted that skilled play, 

which was then thwarted by Auto-Percentaging systems, could potentially bring government 

scrutiny under anti-gambling laws, or potential civil enforcement for unfair business practices.  

Analysts noted that some jurisdictions would require skill-only versions of the Key Master 

devices, which would require new software and the sealing of switches to eliminate the ability 

to alter the odds of winning the game.    

6. The Key Master machines leased and/or sold to IQ by Betson each cost 

approximately $5,499.  IQ’s contractual obligation to make monthly payments to Betson for the 

devices is documented, in part, via UCC-1 financing statements filed by Betson with the 

Arizona Secretary of State’s Office.    

7. IQ placed Key Master machines in locations throughout Arizona, such as 

shopping malls, gas stations and convenience stores.  It cost approximately one dollar to play 

the game on the Key Master machine. 

8. IQ stocked the Key Masters with valuable prizes including, for example: (a) 

Apple iPods and iPads; (b) Beats by Dr. Dre and other types of headphones; (c) Nintendo 3DS 

and Sony Playstation VITA handhelds and other types of electronic gaming systems; (d) remote 

control helicopters; (e) gift cards with values up to $50; (f) movie tickets and DVD Blu-Ray 



#7820287 6

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

collections; and (g) watches, music players and other types of electronic devices not normally 

associated with coin-operated arcade games like “crane” or mechanical claw games offering 

stuffed animal prizes as indicated in A.R.S. §§ 13-3301(3) (definition of “Crane game”) and 

13-3312 (prohibited acts regarding crane games).    

9. At all times relevant to this Consent Judgment, although Betson did not 

manufacture or program the Key Masters it provided to IQ, Betson was aware that Sega 

equipped the Key Masters with an Auto-Percentaging system, which could be set to require a 

certain number of losses before a player would have a chance to win a prize using his or her 

“skill.”  At all times relevant, the “Key Master Owner’s Manual,” which was prepared by Sega, 

stated that the default factory recommended pay-out setting was 700 losses, which the State 

contends effectively converted the device into a game of “chance” analogous to a State-

regulated casino slot machine. 

10. In May 2013, the State seized Merchandiser Game Machines owned and/or 

operated by IQ throughout Arizona as evidence and for further investigation as ordered by 

Search Warrant SW2013-015060 and Seizure Warrant SW2013-015061 issued pursuant to a 

finding of probable cause that Merchandiser Game Machines were illegal, non-exempt 

gambling devices.  This seizure included approximately 16 Key Master machines that were 

either purchased from or leased from Betson.

11. The State forensically examined the 16 Key Master machines operated in Arizona 

by IQ and confirmed that:

a. 15 machines were equipped with both an Auto-Percentaging system and a 

100% player skill-based option.  One machine was secured by a broken lock 

and could not be analyzed without destroying the device; based upon the 

machine’s serial number, configuration, and testing, the Auto-Percentaging 

system is believed to be present on this device as well.
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b. 14 machines were set by IQ Vending to prevent a prize payout until a large 

number of mandatory losses had occurred, including one set to allow a prize 

to be won only after 2,200 losing plays.  One machine was equipped with an 

Auto-Percentaging system, but it was not enabled; this machine was 

outwardly similar to the other machines, and a player would not be able to 

determine whether the Auto-Percentaging system was enabled.

12. The State initiated a civil asset forfeiture case against IQ and Sanborn in June 

2013, in part, as ordered by Seizure Warrant SW2013-015061, in Maricopa County Superior 

Court, CV2013-008931 (the “Forfeiture Case”).  The State’s Forfeiture Case asserted multiple 

violations of the Arizona Anti-Racketeering Act (A.R.S. § 13-2301, et seq.) and gambling 

statutes (A.R.S. § 13-3301, et seq.) resulting in the forfeiture of IQ’s interest in the 

Merchandiser Game Machines, and other proceeds and property as reflected in Appendix One 

attached to the April 28, 2014 “Stipulated Judgment: And Order of Forfeiture In Rem” attached 

to and incorporated into this Consent Judgment as Exhibit A. 

13. Defendant ceased selling, leasing, or financing Merchandiser Game Machines 

with Auto-Percentaging systems in Arizona on May 13, 2013.  

14. The Key Master machines, including ones operated by IQ, failed to put players on 

notice that the games were engineered to require losses and/or that they were games of chance 

similar to slot machines.

15. Betson received funds in part from lease payments from IQ.  IQ was to pay Betson 

$199 per month for 36 months for each machine.  The amounts of the lease payments Betson 

received were not based directly or indirectly on the Key Master machines’ payouts.  IQ 

defaulted on equipment lease obligations to Betson and Betson lost approximately $80,000 on 

its transactions with IQ.
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16. Defendant asserts that the invoices accompanying the Key Master machines 

delivered to IQ contained a term obligating IQ to ascertain that its use of the Key Master 

machines was consistent with the laws and applicable local codes pertaining to the games and 

product prizes where the game is to be placed, including Arizona’s gambling laws.  In addition, 

every equipment lease between Betson and IQ had a specific provision requiring IQ to operate 

the Key Master machines in compliance with Arizona law.

II. STATE’S ALLEGATIONS OF LAW

17. During all times relevant to this Consent Judgment, Merchandiser Game 

Machines with an Auto-Percentaging system constituted illegal, non-exempt gambling devices 

because the devices did not fall within any of the A.R.S. § 13-3302 exceptions, including the 

exception for amusement gambling.

18. The Key Master machines were not amusement gambling devices under A.R.S. 

§ 13-3301(1) for the following reasons:  (1) the outcome of the game was “in the control to any 

material degree of any other person other than the player . . .” (i.e., owners/operators like IQ) 

since the devices could be, and were in fact programmed to require a threshold number of 

losses (i.e., 700 losing plays) before players could have a chance to win a prize; (2) the prizes 

offered in the devices were used as a “lure to separate the player or players from their money” 

(i.e., children who may not otherwise have been able to afford to purchase the item outright); 

and (3) the presence of the Auto-Percentaging system on the devices meant that the odds of 

winning the game based upon chance were capable of being altered by the operator, and—when 

enabled—the Auto-Percentaging system made chance, not skill, the predominant factor in the 

game.

19. The acts of Defendant, including, without limitation, those set forth in the 

Findings of Fact above, constitute violations of A.R.S. §§ 44-1521 to 44-1534. 

20. At all times material and relevant to this Consent Judgment, as set forth in A.R.S. 
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§ 44-1531(B), Defendant knew or should have known that its conduct alleged herein was of the 

nature prohibited by the CFA.  

III. DEFENDANT’S RESPONSE TO THE STATE’S ALLEGATIONS

21. Defendant disputes the abovementioned factual and legal allegations.  Nothing in 

this Consent Judgment and Defendant’s agreement thereto shall be construed or considered to 

be an admission of liability, responsibility, or wrongdoing or a violation of any law or rule for 

any purpose on the part of Betson with respect to the allegations in this matter, except as set 

forth in paragraphs 32 and 33,  Except as set forth in paragraphs 32 and 33, nothing in this 

Consent Judgment shall constitute a waiver of any defenses or rights held by Defendant against 

these allegations.  With the exception of paragraphs 32 and 33, this Consent Judgment is not 

and shall not in any event be used as an admission or evidence of any alleged wrongdoing or 

liability by Defendant in any other civil, criminal or administrative agency, or other tribunal 

anywhere in the United States.

IV. NO STATE ASSET FORFEITURE PROSECUTION

22. Subject to the Order in section V below, the Parties intend this Consent Judgment 

to extinguish all existing or potential State asset forfeiture claims against Defendant, for alleged 

violations of the Arizona Gambling Act (A.R.S. §§ 13-3301, et seq.), the Arizona Anti-

Racketeering Act (A.R.S. §§ 13-2301, et seq.), and/or the Arizona Forfeiture Act (A.R.S. 

§§ 13-4301, et seq.) in connection with the activities described in paragraph 24.  

23. Defendant stipulates and agrees that all of Defendant’s right, title, and interest in 

all of the property seized from IQ and Sanborn including, without limitation, the Merchandiser 

Game Machines described in the Appendix One to the “Stipulated Judgment: And Order of 

Forfeiture In Rem” attached as Exhibit A (collectively, the “Forfeited Property”), is and shall be 

forfeited to the State for appropriate disposition under, inter alia, A.R.S. §§ 13-3309 and 13-

3310 (Gambling Seizure & Forfeiture), A.R.S. §§ 13-2301, et seq. (Criminal Enterprise & 
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Racketeering), and A.R.S. §§ 13-4301, et seq. (Forfeiture).  Defendant further agrees to execute 

any documents and take any steps required to vest all right, title, and interest in the Forfeited 

Property to the State.   

24. In return for the payments made pursuant to this Consent Judgment and the 

statements made by the Defendant herein, the State agrees that the Defendant will not be 

charged by the State for any offense arising from or related to: (1) the sale, transportation or 

transfer of Merchandiser Game Machines with Auto-Percentaging systems into the State of 

Arizona from 2011 to the Effective Date, (2) any benefit realized from the sale, lease, or 

operation of Merchandiser Game Machine(s) to individuals who operated those devices in the

State of Arizona from 2011 to the Effective Date, (3) any association or participation, directly 

or indirectly, including as an accomplice, with any operator of Merchandiser Game Machine(s) 

in the State of Arizona from 2011 to the Effective Date.  If the State later discovers that the 

Defendant provided any false or misleading information incorporated into any statement within 

this Consent Judgment, the Defendant will be subject to potential criminal prosecution.       

V. ORDER

25. Defendant shall comply with the CFA as it is currently written and as it may be 

amended.

26. Defendant, its officers, agents, servants, employees, attorneys, and any entity 

established by the Defendant, whether a subsidiary, parent, partnership, corporation, or limited 

liability company, if any, and those persons in active concert or participation with the 

Defendant, directly or indirectly, who receive actual notice of this Consent Judgment by 

personal service or otherwise, are permanently enjoined, restrained and prohibited from selling, 

leasing, or financing any Key Master machines or any Merchandiser Game Machines equipped 

with Auto-Percentaging systems in Arizona, which are available to the general public outside 

of regulated casinos.     
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27. The State is awarded judgment against Defendant in the amount of $1,000,000 as 

follows:

a. $500,000 shall be awarded to the State and deposited pursuant to A.R.S. 

§ 44-1531.01;

b. $500,000 shall be awarded to the State for the reimbursement of investigation 

costs, including attorneys’ fees, and deposited pursuant to A.R.S. § 13-

2314.01(B).  

28. Defendant shall pay the State $1,000,000 by cashier’s check or by wire prior to 

the entry of this Consent Judgment.  Defendant’s payment shall be payable to the Office of the 

Attorney General, State of Arizona.  

29. The Attorney General may conduct undercover or other investigations of 

Defendant’s practices as the State deems fit to monitor compliance with the CFA and this 

Consent Judgment.

30. Defendant shall not represent or imply, directly or indirectly, that the Attorney 

General, the State of Arizona, or any agency thereof has approved any of its actions in Arizona 

or has approved any of its past, present, or future business practices in Arizona.

31. Defendant shall not participate directly or indirectly in any activity to form a 

separate entity or corporation for the purpose of engaging in acts in Arizona that are prohibited 

in this Consent Judgment. 

32. Defendant agrees that the facts set forth in the Findings of Fact of this Consent 

Judgment shall be taken as true without further proof in any bankruptcy case or subsequent 

civil litigation pursued by the State to enforce its rights to any payment or money judgment 

owed pursuant to this Order, including but not limited to a nondischargeability complaint in any 

bankruptcy case.

33. Defendant further stipulates and agrees that the Findings of Fact and Conclusions 
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of Law set forth in this Consent Judgment establish all elements necessary to sustain an action 

by the State pursuant to Section 523(a)(2)(A) and (a)(7) of the Bankruptcy Code, 11 U.S.C. 

§ 523(a)(2)(A) and (a)(7), and that this Order shall have res judicata and collateral estoppel 

effect for such purposes.

34. If any portion of this Consent Judgment is held invalid by operation of law, the 

remaining terms thereof shall not be affected and shall remain in full force and effect.

35. This Court retains jurisdiction of this matter for the purpose of entertaining an 

application by the State for the enforcement of this Consent Judgment.  The State may institute 

an action or proceeding to enforce the terms and provisions of this Consent Judgment or to take 

action based on future conduct by the Defendant.

36. This Consent Judgment resolves all outstanding claims arising from the facts 

alleged in the State’s Complaint.  As no further matters remain pending, this is a final judgment 

entered pursuant to Ariz. R. Civ. P. 54(c).

DATED this ________ day of    , 2019.

The Honorable Connie Contes

///
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CONSENT TO JUDGMENT

1. Defendant states that no promise of any kind or nature whatsoever was made to 

induce it to enter into this Consent Judgment and that it has entered into the Consent Judgment 

voluntarily and not as a result of fraud, undue influence, duress, or any other known cause to set 

aside this Consent Judgment. 

2. Defendant has fully read and understands this Consent Judgment, understands the 

legal consequences involved in signing it, asserts that this is the entire agreement of the parties, 

and that there are no other representations or agreements not stated in writing herein, and no 

force, threats, or coercion of any kind have been used to obtain its signature.

3. Defendant admits the jurisdiction of the Court and consents to the entry of the 

foregoing Consent Judgment.

4. This Consent Judgment is entered as a result of a compromise and settlement 

agreement between the parties. Only the parties to this action may seek enforcement of this 

Consent Judgment. Nothing herein is intended to create a private right of action by other

parties; however, said Consent Judgment shall not limit the rights of any private party to pursue 

any remedies allowed by law.

5. This Consent Judgment may be executed in counterparts, and a facsimile or pdf 

signature shall be deemed to be, and shall have the same force and effect as, an original 

signature. 

6. The Defendant represents and warrants that Robert Geschine, the person signing 

below on behalf of Betson Coin-Op Distributing, Inc., is duly appointed and authorized to sign 

on its behalf.

///

///
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EXHIBIT A
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