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Good morning Chairman Payne, Chairman Kotik and members of the House Gaming Oversight 
Committee. On behalf of my client, the Pennsylvania Amusement and Music Machine 

Association, I wish to thank you for the opportunity to discuss the legalization of operator 
based video gaming in our taverns and clubs throughout Pennsylvania. I would like to first give 

you some background on what video gaming is and how it could work here in the 
Commonwealth. 

Modern video gaming terminals are not your old fashioned poker machines! There could be as 

many as 40,000 illegal poker machines already in Pennsylvania. These machine are unregulated 
and untaxed. They are set to very low payout percentages to winners and thereby cheat the 
players. They have no maximum play amounts or prize awards. 

Video Gaming Terminals, however, are high tech machines, capable of playing any type of legal 

gaming that this Legislature and the Gaming Control Board would permit. That could be poker 
or blackjack, bingo or wheels that contain fruit, numbers or symbols. They are wired to the 
lottery's central computer to ensure absolute accountability for every penny placed in the 
machine or paid out in winnings to the player. Winnings are set at a minimum of 85% to 92% 
payout. 

The games are intended for the local neighborhood player. They are not a "destination" game 
as are our Casinos. Each play is limited to a maximum of $2.00 with a maximum prize of $500. 
The terminal does not dispense cash, but rather issues a ticket that can be taken to the "safe 
bank" and the player is then paid by placing the ticket into the "bank" and the prize money is 
then dispensed. They are similar to an ATM machine. 

We have petitioned the Attorney General to permit us to bring a machine to Harrisburg so you 
and our taverns and clubs could actually see and play one - but not be able to win! I will keep 
you informed of our progress. 

Six other states have legalized video gaming in their taverns and clubs: South Dakota, Montana, 
Louisiana, West Virginia, Oregon and most recently, Illinois. I would like to first discuss the 
Illinois law since it is both the most recently passed and is most similar to Pennsylvania. Both 

states' population is close to 13 million people. Illinois has almost 15,000 eligible taverns and 

clubs - Pennsylvania has around 13,500. Both states have major urban centers, sprawling 

suburbs and considerable rural population. 

Please see ATTACHMENT# 1 for a specific comparison of Pennsylvania and Illinois Video 
Gaming. 



Attachment #1 

Illinois: 12,900,000 People 

• There are approximately 15,000 eligible establishments in Illinois. At the end of 
December, 2014, there were 4540 locations licensed by the state. 6,000 of the 
15,000 are in Chicago which has not yet approved video gaming. The Illinois law 
has a local opt out. Therefore, 50% of all bars eligible have already been 
approved (4540 out of 9,000). 

• At the end of December, 2014, there were 19, 182 VGTs in operation. That is 
approximately 4 machines per location (5 is max). Illinois is using numbers for 
their estimates of total income, that approximately 55% of all bars will have a 
VGT; if Chicago comes onboard they estimate that 80% of all eligible locations in 
Illinois will participate. 

• Therefore, if Chicago opts in, that would mean approximately 9000 locations with 
about 36,000 VGTs. 

• Average daily net per machine, as of 12/31/2014, is $116. That amount 
translates into $41, 796 per year, per terminal. 

• If we multiply that amount, times the estimated eventual number of 36,000 
machines, total annual net revenue would be approximately $1.5 billion dollars 
to be split between the state, locals taverns, and owner/operators of the 
machines in the State of Illinois. 

Pennsvlvania: 12,750,000 People 

• There are 13,500 "R", "C", "H" and "E" Licensees in the Commonwealth. If 65 % 
participate that would equal 8775 eligible licensees. In Illinois, 5 terminals are 
permitted and the statewide average is 4 terminals per location. That would 
equate to 35, 100 VGTs in use - still less than the total number of illegal 
machines currently in use in the Commonwealth. If each machine nets the same 
as in Illinois ($41,796), the total dollars to be split between the Commonwealth, 
local taverns and clubs, and the owner/operator of the VGTs is $1.44 billion 
dollars. 

• If Pennsylvania receives 34%, that would equal almost $500 million dollars 
annually. 



A major question to be considered in any video gaming terminal legislation is whether to enact 
a Private Sector Operator model or a Sole Source vendor. Private sector operators would be 
licensed by the Pennsylvania Gaming Control Board. They are local businessmen and women 
from throughout the Commonwealth. They make the necessary capital investment to purchase 
the video gaming terminals and perform placement, installation and ongoing maintenance. 
They provide and fund the "safe bank" and are responsible for security of the connection to the 
central computer. This model is used successfully in every state except Oregon. 

In Oregon they chose one statewide vendor - a sole source contract - to supply the central 
computer, and own, install and service all 35,000 terminals. There are only two or three 
companies in the world that can perform these duties - and none of them are in Pennsylvania. 

The Private Sector Operator provides the major capital outlay and bears the financial risks. Each 
of the terminals cost between $12,000 and $15,000. This includes the bill collector, the cabinet 
and monitor, plus the game-software. It does not include the "safe bank" nor the tens of 
thousands of dollars necessary to stock them in their locations. These local operating 
companies continue to own local real estate, purchase trucks from local dealers and pay local 
property and payroll taxes. 

In the five states where private operating companies are used, the number of locations 
participating exceeds 76% - and Illinois is projected to hit 80% penetration. In Oregon, after 20 
years of trying, they have less than 35% of their eligible locations wishing to have a license and 
participate in video gaming. The Private Sector Operator model is the best and most successful 
way to go. 

In summary, Mr. Chairman: Fewer machines with absolute accountability, taxed and regulated 
by the Pa Gaming Control Board, local governments receiving tens of thousands of dollars in 
new revenue and the Commonwealth having a half a billion dollars a year to fill gaps in its 
pension and other financial obligations. All the while saving thousands of local jobs at locally 
owned companies and neighborhood establishments! 




