Video Lottery Advisory Council 

Meeting Minutes

April 10, 2007
Members present:
Wayne Lemons – Director - Delaware State Lottery
Andrew Gentile – General Manager - Delaware Park
Patti Key – Chief Financial Officer - Harrington Raceway, Inc.
Ed Sutor – EVP/COO - Dover Downs 

Members absent:
Brennen Lawrence – VP/GM - Video Gaming Systems – Scientific                   Games
Robert Neugebouer – Spielo

Tim Shortall – Vice President U.S. Eastern Region – Sales - IGT
Attendees:

Philip Bangle – Deputy Attorney General – State of Delaware
Jim Borden – WMS 

Tom Cook – Delaware State Department of Finance

Mark Casto – Bally Tech

Salvatore DiMario – Delaware Standardbred Owners Association

Judy Diogo – Central DE Chamber of Commerce

Bill Fasy – COO - Delaware Park

Bessie Gruwell – Delaware Thoroughbred Association

David Hartman - Atronic

Patrick Jackson – The News Journal

Stephen Keener – Dover Downs

Vincent Lofink – State of Delaware House of Representatives

Phil Maruncic - Spielo

John McMullen - IGT

Mike Ordille – IGT

Rick Pullman – Scientific Games



Cindy Small – Kent County Tourism
Robert Siemasko – WMS

Scott Stewart – Scientific Games

Andrew Volturo – Delaware State News

Kathy Wayne – Scientific Games

Pete Wichterman – Bally Tech

· Due notice of this open public meeting has been completed. The minutes of this meeting will be posted on the State’s website. 

· Review of 2006 VLAC Final Report:

· Sports Impact Study

· Ed Sutor

Since there were many attendees at today’s meeting, a brief overview of the Video Lottery Advisory Council (VLAC) was given. The VLAC was formed in 2003 at the direction of the Legislature to advise the administration through the Secretary of Finance on ways to make a more competitive video lottery product in the State of Delaware. The VLAC is required to submit an annual report on its activities to the Secretary of Finance each November, along with recommendations for legislative and/or administrative changes it deems desirable. In November 2006, a majority of the VLAC voted to make the top recommendation in the VLAC’s 2006 Report to the State the consideration for the resumption of sports betting limited to the three existing video lottery agent facilities.  To support this recommendation, the VLAC (a fully volunteer board with no means of funding), looked to the three video lottery agents to engage experts to perform a comprehensive review and impact study to show the economic and employment effects legalized sports betting would have on the State of Delaware. The finalized report entitled “Revenue & Economic Impact of Proposed Sports Betting Legislation in Delaware” (Impact Study) (Morowitz Gaming Advisors, LLC) has been sent electronically to all of the VLAC board members, and the highlights of said report will be reviewed today. The floor will also be open for attendees to share their views on the impact of the resumption of sports betting. Finally, the VLAC members will vote on whether to send a copy of the Impact Study to Secretary of Finance Cordrey as a supplement to the 2006 VLAC Report to the State. 

The highlights of the sports betting impact report include: 

· $70 million of incremental annual State Share to the General Fund. 

· $8 million of miscellaneous annual taxes to the State. 

· $169 million of incremental annual VLT revenue with 247 new jobs (permanent). 

· $26 million of annual sports betting revenue. 

· $24 million of incremental annual purse enhancements to horsemen. 

· $18 million of induced annual hotel and restaurant revenue. 

· $11 million of incremental annual horse racing revenue. 

· $46 million of construction expenditures with 333 construction jobs (one year only). 

· $116 million of induced annual expenditures for good and services with 1385 new jobs (permanent). 

Comments from the floor:

· Salvatore DiMario – Executive Director – Delaware Standardbred Owners Association: On behalf of the Standardbred Owners, I encourage the VLAC to send this report to Secretary Cordrey. We feel the resumption of sports betting would be a step in the right direction for the State in maintaining our competitive edge with increased regional gaming competition. 

· Bessie Gruwell – Executive Director – Delaware Thoroughbred Owners Association: I concur with Sal. With the impact of Pennsylvania gaming on Delaware Park, the Delaware Park horsemen support sports betting legislation, and hope to see this go forward in our government. 

· Judy Diogo – President – Central Delaware Chamber of Commerce: The Central Delaware Chamber of Commerce has forwarded this report to our Legislative Affairs committee. The estimated financial impact that could be generated by legalized sports betting looks positive for central Delaware businesses, including the two casinos located in Kent County.  Upon review, the Legislative Affairs committee will make a recommendation to the Chamber board regarding its support for the sports betting initiative. 

· Bill Fasy – Chief Operating Officer – Delaware Park: I feel the passing of sports betting legislation is critical from a competitive perspective, given the video lottery, State, and economic forecast for the next few years. With Chrysler, Bank of America, and Avon announcing economic hardships, and lay-offs imminent, this proposed resumption of sports betting could be very positive for the State with the creation of over 1,400 jobs, both temporary and permanent. 

· Ed Sutor

Motion to file sports betting impact report as a supplement to the 2006 VLAC Report to the State. 

Motion and Second received from members.

A majority of the members present voted the affirmative with Wayne Lemons abstaining. 

The report will be sent to Secretary of Finance Cordrey for his consideration.

· Regulatory Changes

· Ed Sutor

Follow up on the 2 regulatory changes requested in the November 2006 report (temporary licenses for new hires and ATMs on the casino floor). Per Philip Bangle, a public hearing on these two regulatory changes was recently held in Dover with no public opposition. The regulations have been published and both regulatory changes become effective on May 11, 2007. The VLAC greatly appreciates the cooperation and support of State agencies in getting these regulatory changes approved. 

· Legislative Recommendations

· Ed Sutor

The video lottery agents are working closely with the State on the extension of the promo credits program, which was approved by the State last year and is scheduled to sunset this May. This program has been a very successful marketing tool, and has been well received by patrons at all three video lottery agent’s facilities. 

To recap, the VLAC feels we have been successful in making progress on the aforementioned regulatory changes (temporary licenses and ATMs). We have chosen not to pursue certain legislative issues addressed in our November 2006 report (Sunday morning hours, alcohol serving past 1:00 a.m., and the allowance of table games) in order to pursue what we feel are the more important legislative issues at this time, the resumption of sports betting and the extension of promo credits. 

· Review of Competitive Situation 

· Ed Sutor

The January opening of Harrah’s at Chester Downs in Pennsylvania has negatively impacted the State of Delaware’s gaming revenues, especially mid-week. The calendar (number of Saturday’s), the weather, along with the increased competition affected first quarter results at all three video lottery facilities. 

Pennsylvania gaming also had an indirect negative impact on the Delaware gaming industry, as Atlantic City has begun to aggressively target Delaware’s customers with promotional offers, in order to gain customers they have lost to Pennsylvania.  All three video lottery agents are in the process of expanding their current facilities in an effort to help the competitive situation. 

· Bill Fasy

Although the first quarter numbers are relevant, the true impact of Pennsylvania gaming may not be seen until July through December, as the Delaware market grew at a very large rate and will be difficult to show growth. 

· Patti Key

Midway Slots has responded to the increased competition, both from Pennsylvania and from within the State, by stepping up it’s marketing programs. 

· Review of Lottery Initiatives

· Wayne Lemons

The Lottery is working closely with the State and with the three lottery agents on the extension of promo credit authorization.  

· Review of Scientific Games Central System Project 

· Kathy Wayne

Scientific Games is experiencing a shortage of necessary equipment, which has affected scheduling. The schedule should be back on track by mid-May, when we will resume IGT conversions to the new SAS protocol. The IGT conversions will begin at Harrington, then performed simultaneously at Dover Downs and Delaware Park, with a completion date of August 2007.  

· Review of Lottery Agent’s Recent Activities – Expansion Plans

· Patti Key

Midway’s expansion is moving along, and is on track to be completed this December. 

· Andrew Gentile

The new bar and entertainment stage on the slot floor opened March 17th. The renovations to Club 3, with three new video walls and bar are complete. The second phase of renovations to Club 1, with our new VIP room, will open on April 28, 2007. The concrete floor has been poured and the drywall is up in the new video poker room scheduled to open by Memorial Day, pending approval of the new Bally’s product.  

· Ed Sutor

Dover Downs’ hotel expansion is ahead of schedule, with some new hotel rooms being available this July. All 500 rooms will be available for the September 2007 race weekend. The Dover Downs casino expansion has been publicly announced and will include 500-600 additional machines, 3 restaurants run by well-known operators, a new casino lounge, retail shops, a new dramatic casino lobby area, all to be completed by the late summer of 2008. 

· Review of Manufacturers New Products

· Pete Wichterman: Bally Technologies

· Bally will release its first multi-game poker machine in Delaware Park’s new poker room. This product is from the Alpha platform and is offered in upright and cinevision. 

· Bally is releasing new 5-reel steppers each month. 

· The S6000 machines have been discontinued, and will be replaced with the traditional reel stepper. Bally will offer support for current S6000s for 3 years, by which time all should be replaced. 

· Robert Siemasko: WMS

· WMS is complete with its rollout of Men In Black III and Monopoly Big Event. New themes are in the pipeline for release. 

· Mike Ordille: IGT

· IGT’s Fort Knox game is now out, and the Wheel of Fortune Superspin should have approval to be released by the end of April. 

· The IGT multi-player series will be submitted for testing in April, and will include a roulette game. 

· IGT’s MWAP (Multi Wide Area Progressive) compatible game, SPAM, has been redeveloped and submitted for testing with an estimated approval date of May 2007.

· Robert Neugebaur: Spielo (not in attendance, submitted update via email)

· The Cashola MWAP SAS ready software is at GLI and awaiting approval, which is due mid to late May 2007. 

· Two theme names are Treasures of Avalon & Kingdom of Pharaohs. They will be available in penny thru quarter denominations. 

Attachment:
“Revenue & Economic Impact of Proposed Sports Betting Legislation in Delaware” (Impact Study) (Morowitz Gaming Advisors, LLC)

The next VLAC meeting will be held on July 10th at 1:30 p.m. 

in the Sussex Meeting Room 

at Dover Downs Hotel & Casino. 

The last meeting of the year will be held on  

October 2nd at 1:30 p.m. in the Sussex Meeting Room 

at Dover Downs Hotel & Casino. 
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