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CITY COUNCIL MEMORANDUM FOR ORDINANCE 

  
To: Mayor & Council  
From: Holly Owens, City Secretary   
Agenda Item:  Discussion and possible action amending Chapter 32, adding Article IX. – Coin—

Operated Machines and Indoor Amusement Facilities.  
 
Information:  
City staff have recently received multiple inquiries from concerned citizens regarding the presence and 
regulation of gambling machines—commonly referred to as "8-Liners"—within Gatesville city limits. At 
this time, the City of Gatesville does not have ordinances regulating gaming machines, coin-operated 
devices, indoor amusements, or gambling machines. 
 
Background:  
It is important to note that not all machines are considered gambling devices. Machines that dispense 
prizes directly—such as claw or crane games—or that rely on a player's physical skill (e.g., tossing, flipping, 
or rolling a ball) are not classified as gambling devices. In contrast, any machine that pays out cash, gift 
cards, or other items of value based on chance rather than skill is considered a gambling device. This 
includes machines resembling bingo, keno, blackjack, lottery, roulette, slot machines, or video poker. 

 
Other coin-operated machines such as pool tables, jukeboxes, and pinball machines are not affected by 
these gambling-related restrictions. 

 
The ordinance under consideration acknowledges the Texas Supreme Court's decision which effectively 
deferred to and left in place the Second Court of Appeals’ decision that 8-Liners are unconstitutional 
lotteries; the ordinance follows the precedent of the Second Court of Appeals and takes the position that 
"8-Liners" are illegal gambling devices under state law. 

 
This draft ordinance will define key terms, establish regulations on the placement of coin-operated 
machines, outline licensing requirements and the review process, and detail potential criminal penalties. 
If approved, the effective date will be October 1, 2025, to allow an adjustment and educational period for 
the businesses that have illegal machines that will need to be removed and an opportunity to be prepared 
to pay the license fee and occupation tax for the legal machines.  
 
The first reading was held on June 24, 2025, and the second reading was held on July 8, 2025, with no 
additions or changes requested by Council. Legal reviewed the ordinance and made the following minor 
changes.  
Sec. 32-262 (c) was added:  
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“(c) It is a defense to prosecution under this section that the person:  

• is operating an indoor amusement facility at a place owned by the federal, 
state, or local government;  

• is a non-profit organization that operates the indoor amusement facility 
for the organization's exclusive use and to further the purposes of the 
organization; or  

• is operating an indoor amusement facility at a place licensed by the Texas 
State Lottery Commission.”  

Sec. 32-271 changed the appeal process: 
“(a) Appeal of denial. suspension or revocation of permit. 

(1) The initial decision and notice by an inspector to suspend or revoke 
a permit may be appealed to the supervisor over the inspector by giving written 
notice to the supervisor no later than the fifth calendar day after receipt of the 
written notice of the decision. The supervisor may uphold, reverse, or modify the 
decision of the inspector. If an appeal is not filed as provided herein, the decision 
of the inspector is final, and no further appeal will be considered.  

(2) The initial denial of a permit, or the decision of the supervisor over the 
inspector following a timely appeal of the inspector's decision to suspend or 
revoke a permit as provided in subsection (1) above, may be appealed to the city 
manager by filing a written notice of appeal with the director no later than the 
fifth day after receipt of written notice of the initial or appeal decision. The city 
manager may uphold, reverse, or modify the decision to deny, suspend or revoke 
the permit. If an appeal is not filed as provided herein, the initial or appeal 
decision is final, and no further appeal will be considered. 

(3) The decision of the city manager is final.”   
 
Application for Annual City Gameroom License:  
All applicants must pass a background check and submit a copy of their Comptroller registration or license, 
along with a valid sales tax certificate. The business where the machines are located must have a Certificate 
of Occupancy and display all required licenses, including the City License. 
 
Financial Impact:  
An annual license application fee and an occupation tax will be added to the fee schedule to accommodate 
these regulations.  

• ¼ of the State Occupation Tax per Texas Tax Code 2153.451(b) per machine and,  
• License fee for an annual license registering all machines as defined within the ordinance.  

 
Staff Recommendation:  
Staff recommends approving Ordinance 2025-14.  
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Motion:  
Motion to approve Ordinance 2025-14, amending Chapter 32, adding Article IX. – Coin-Operated 
Machines and Indoor Amusement Facilities, third and final reading.  
 
Attachments: 

• Draft Ordinance 
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