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I. Introduction 

• Partner at Taft Stettinius & Hollister LLP 

• Co-Chair of Gaming Practice Group 

• Although I am active in many jurisdictions across North America, the vast 
majority of my time since 2009 has been spent representing clients in 
connection with the Illinois Video Gaming Act. 

• For better or worse, I have lived and breathed that Act since its passage and 
am excited to talk about it today. 

• When the Illinois legislature passed the Act, Illinois was desperately in need 
of money to plug holes in its budget. The legislature did not want to raise 
taxes, so it sought other ideas to generate additional revenue. At the time, 
Illinois had by most estimates at least 50,000 "gray" slot machines in bars, 
fraternal organizations, VFWs and other establishments throughout the State. 
The term "gray" is a misnomer as these games were fully illegal in the way 
they were being used. However, local law enforcement did not have the 
personnel or desire to enforce the laws already on the books with respect to 
these games. So, these games were unregulated and untaxed. By passing 
the Act, Illinois was able to raise tax revenue, clean up illegal behavior and 
remove the bad actors that perhaps once owned these games. 

II. Background and Overview of Illinois Video Gaming Act 

A. Challenges after Passage of Act in 2009 

• The Act was passed in July 2009, but did not become operational until 
October 2012. 

• Like with any new gaming legislation, we faced some challenges in 
implementing the law. I want to highlight one of them today as it could be 
relevant to Pennsylvania or any other state that chooses to pursue this idea. 

• When the Illinois legislature passed the Act, it did not include a funding 
mechanism to assist the Illinois Gaming Board, which was tabbed to regulate 
the Act, in gearing up to regulate the Act. 
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• At the time, the IGB regulated Illinois' 10 riverboat casinos and was staffed 
appropriately to do so. This was a full-time job for the IGB. 

• After the Act was passed, its implementation became a full-time job, and then 
some. Our staff, however, was forced to work on this project in its spare time 
and on weekends because of its responsibilities to our casinos. 

• The IGB's staff is dedicated and worked diligently, but it clearly needed more 
people and money. In fact, today the IGB's staff is significantly larger and 
many individuals are focused solely on video gaming regulation. 

• The Illinois legislature eventually addressed this problem, but the 
implementation of the Act was undeniably delayed because of this oversight. 

B. Basics of Illinois Law 

• Our law allows for up to 5 video gaming terminals, or VGTs, to be placed in 
locations with liquor licenses that allow for the consumption of alcohol on 
premises. These are places like bars, restaurants, fraternal clubs and VFWs. 
It does not include locations with "packaged goods" liquor licenses where 
alcohol must be carried outside of the location before it is consumed. Eligible 
locations must be able to pour alcohol and have its patrons drink it there. 
Illinois also allows for truck stops to have VGTs even if they do not possess a 
liquor license. 

• Our patrons can bet up to $2 and win up to $500 per spin. 

• The VGTs are the same type of equipment that you see in casinos in Las 
Vegas and around the world, including in Pennsylvania. They allow players 
to play spinning reel games, video poker and blackjack. 

• VGTs run during the hours that an establishment's liquor license is 
operational. Truck stops without liquor licenses are allowed to operate VGTs 
24 hours a day and 7 days a week. 

• Some establishments that otherwise would be eligible for a license are 
prohibited from having VGTs. These prohibited establishments are located 
within (1) 1,000 feet of a casino or horse racetrack; (2) 100 feet of a church or 
school; or (3) in a municipality that has "opted out" of the Act. 

• The IGB is assisted in regulating the Act by a Central Communications 
System, which is operated by Scientific Games. Sci Games prevailed in an 
RFP conducted by the IGB shortly after the Act was passed. 
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• The Central System tells the IGB how much money was played and won and, 
therefore, how much Illinois is owed in tax revenue. It is meant to be the 
perfect accounting system. 

• The Central System also tells the IGB when VGTs are malfunctioning. In 
addition, if the IGB has licensing or other problems with any of the licensees, 
it can shut down any VGT remotely. Further, the Central System 
automatically shuts down VGTs when the liquor license expires at the 
establishment housing those particular VGTs, which prevents gambling from 
occurring after hours. 

• The Act provides for several levels of licensure, but we will talk about 4 of 
them today, namely: Manufacturers, Distributors, Terminal Operators and 
Establishments. 

• Manufacturers actually make the VGTs. These are companies like IGT, Bally, 
WMS and Novomatic that make these games for worldwide use. 

• The Manufacturers provide the VGTs to Distributors, who are tasked with 
selling or leasing them to Terminal Operators. The Distributors also assist in 
servicing and repairing the VGTs. Most Distributors have personnel and 
infrastructure located within Illinois and had previous relationships with the 
companies that would become our Terminal Operators. 

• Terminal Operators operate the VGTs. They are the backbone of the video 
gaming program and the focus of the IGB's regulation. They are responsible 
for collecting the money from the VGTs and paying the State its tax revenue 
every 15 days. 

• Establishments house the VGTs and are responsible for watching over them 
to ensure they are not being mistreated by patrons and that people under 21 
years of age are not using them. 

• I also would like to talk about "Use Agreements" today, which are the 
contracts that govern the relationship between a Terminal Operator and 
Establishment. There must be a written Use Agreement in place with each 
Establishment that has VGTs. 

• The IGB mandates that certain provisions be included in each Use 
Agreement. For example, the revenue split is set by statute. The State 
receives 30% of the money won, or Net Terminal Income, while the 
Establishment and Terminal Operator split the remainder. Therefore, the 
Establishment and Terminal Operator each receive 35% of the Net Terminal 
Income. The State's 30% is split as follows: 25% to the State and 5% to 
local municipalities. 
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• In addition, the Use Agreement must provide that no "inducements" have 
occurred. Put another way, a Terminal Operator cannot offer or provide 
anything of value to an Establishment to procure the Use Agreement. 
Terminal Operators that violate this are guilty of a Class 4 felony, which is 
punishable by up to 3 years in prison and a substantial fine. 

• How are the games played? A patron inserts cash into a VGT. When he 
cashes out, the VGT will provide a ticket that must be redeemed by an 
approved Redemption Terminal. There are two types of Redemption 
Terminals in Illinois. The first is a self-serve kiosk located on the 
Establishment's floor that will provide the player with payment to the penny. 
The second option is located behind the bar. A player would provide his 
ticket to the bartender, who would scan it through the Redemption Terminal 
and provide the player with cash. The bartender also may be responsible for 
issuing small amounts of change to the player in this scenario. 

• In my view, the Redemption Terminals are great. They keep the money out 
of the bartender's hands, which provides several benefits. They provide extra 
security, safeguard the money, prevent fraud and allow the bartenders to 
focus on their main job (i.e., serving food and drinks). 

Ill. Licensing 

• The IGB is charged with investigating and licensing every level of license 
under the Act. 

• Although the process is slightly less intrusive for Establishments, for the other 
levels of licensure the process is the legal equivalent of a proctology exam. 
Gaming is generally considered to be the second most regulated industry in 
the U.S., behind atomic energy. This is certainly true in Illinois. 

• In some ways, the IGB's investigation of video gaming applicants goes 
beyond even what our casinos face. When our clients obtain a license, it is a 
real and significant accomplishment. I know first-hand that the same is true in 
Pennsylvania with the Pennsylvania Gaming Control Board. 

• Who is investigated? The company, its owners (fill owners must be 
disclosed), officers, directors, key decision-making employees and anyone 
else the IGB chooses to investigate. 

• The investigation includes the applicant's criminal history (including not only 
convictions, but all arrests or encounters with law enforcement), financial 
stability, education, residential history, family and work. The IGB has been 
known to knock on neighbors' doors to ask about the applicant. 
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• Each person is fingerprinted and an FBI report is generated. The 
investigation typically culminates with an interview by 2-3 IGB agents. These 
agents can obtain any missing information for their reports to the IGB. 
Moreover, they are able to evaluate the applicant in person and have a better 
sense of whether the applicant is suitable for the gaming industry. 

• This Committee has probably heard this before, but a gaming license is a 
privilege and not a right. Most people outside of the gaming industry have no 
idea what an individual experiences in trying to obtain a license and many of 
them would not succeed in the process. I firmly believe that the public would 
have an even greater appreciation for the gaming industry if it understood the 
licensing process. 

IV. Relevant Statistics 

• As of February 11, 2015, there were 4,649 live locations operating a total of 
approximately 19,200 VGTs. 

• 930 municipalities or counties in Illinois allow for video gaming, while 175 
(including Chicago) prohibit it. 370 other municipalities have not had an 
Establishment seek to become licensed, so the status of their ordinances is 
unclear. 

• In 2013 (the first full year of video gaming operations), Illinois received 
approximately $90 million in tax revenue. In 2014, the tax revenue jumped to 
approximately $198 million. We expect tax revenue for 2015 to be between 
$250-300 million. 

V. Aspects of Illinois Video Gaming to Replicate or Improve Upon in Pennsylvania 

• Illinois' video gaming law has many fine aspects to it, so I will only highlight a 
few of them today. 

• Perhaps the best decision that was made was to put the Illinois Gaming 
Board in charge of the program. It provided a stable environment for the 
industry to grow into and prosper. Its strong regulation was difficult at times, 
but this greatly lessened the possibility of scandal from occurring. If 
Pennsylvania is interested in video gaming, there is no doubt that the 
Pennsylvania Gaming Control Board should regulate the program. 

• Illinois' 3-tiered system of (1) Manufacturers and Distributors on the sale side; 
(2) Terminal Operators on the operations side; and (3) Establishments to 
house the VGTs is excellent. Holders of one of these types of licenses 
cannot also hold licenses at either of the other two levels. This keeps all 
market participants honest. Further, this type of system provides the most 
revenue to a state and promotes healthy competition. It also has created 
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hundreds, if not thousands, of jobs in Illinois and saved a significant amount 
of jobs that once existed in Illinois' amusement industry. Further, many 
Establishments have reinvested into their structures. None of this would have 
occurred without the Illinois Video Gaming Act. 

• The "no inducement" aspect of our law is excellent and should be replicated 
everywhere. In addition, however, I suggest that this provision be expanded 
to make it a felony for an Establishment to accept an inducement. I believe 
both sides of the transaction (i.e., the Terminal Operator that makes the 
inducement offer and the Establishment that accepts it) should be held 
responsible and punished equally. I know this would help Illinois to eradicate 
inducements from occurring. 

• I cannot say enough good things about the Redemption Terminals we have in 
Illinois. Many of our Terminal Operators in Illinois originally did not want them 
because of the cost involved, which is approximately $10,000-$13,000 per 
device. Today, however, it would be difficult to find a Terminal Operator that 
feels this way. 

• One of the unexpected benefits to the Illinois Video Gaming Act is that, not 
only did it remove "gray" games from being operated throughout the State, 
but it also reduced the other illegal gambling that traditionally occurs in bars. 
The IGB and local law enforcement have cracked down on Super Bowl 
squares, betting pools, illegal card games and other activities that do not 
comply with Illinois law. 

VI. Questions? 
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