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A pinball machine which is so designed that the insertion of additional coins increases the chances of winning a high score and which registers free plays far in excess of the number that a person playing for amusement normally would play off, is considered to be a coin-operated gaming device. The $250 occupational tax imposed on coin-operated gaming devices by section 4461(2) of the Internal Revenue Code of 1954 applies to such a machine irrespective of evidence of actual payoffs. 

Full Text

Rev. Rul. 60-102 

Advice has been requested whether the coin-operated machine described below is considered to be an amusement device or a gaming device for purposes of the occupational tax on coin-operated devices. 

The machine is a pinball machine with 25 holes in the playing surface, numbered from `1' through `25.' A backboard extends vertically from the rear of the playing surface. In addition to the space in which a player's score is registered, there are six different areas, or scoring `cards,' on the backboard, each card having 25 circles arranged horizontally and vertically in rows as on a bingo card, with five circles in each of five rows. In each of these six scoring cards, the numbers `1' through `25' are arranged in the circles in an order which is different from each of the other cards. When a coin is inserted in the machine, five balls are released for play and the first of the six scoring cards is activated. The insertion of a second coin, at the player's option, activates the second scoring card, the insertion of a third coin activates the third scoring card, etc. By the insertion of six coins, all six scoring cards would be activated. 

After the player has determined the number of scoring cards which he wishes to play, he pulls and releases the plunger so as to propel each of the five balls into the numbered holes on the playing surface. As each ball drops into a numbered hole, the circle containing the corresponding number is lighted on the first scoring card and on each of the additional cards which the player has chosen to play. The player's score is determined by the number of circles which are lighted in a row. These in-line lighted circles may be horizontal, vertical, or diagonal. The scoring mechanism is so designed that it may be adjusted to provide higher or lower scores for a given number of in-line lighted circles. The insertion of additional coins, activating additional cards, increases the player's chances of obtaining a higher score. 

The machine has a built-in mechanism which registers free plays, on the basis of one free play for each 100 in the total score, when three or more circles are lighted in a row. Where all six scoring cards are activated, the machine will register a maximum of 280 free plays. The machine does not have a meter for registering the release of free plays. 

The machine is equipped with two coin-compartments. One compartment is accessible only to the owner of the machine, while the other is accessible only to the owner of the location in which the machine is installed. A mechanism provides for the division of coins into the two compartments at the time the coins are deposited in the coin-chute by players before actual play commences. The division of coins is not influenced, electrically or mechanically, by the score attained or the number of free plays registered. The stated purpose of the coin-divider is to provide automatic payment to the locationowner of his share of the earnings. The coin-divider mechanism is adjustable to provide a wide range in the ratio of the division of the coins between the owner of the machine and the owner of the location. 

Section 4461 of the Internal Revenue Code of 1954 imposes a special tax to be paid by every person who maintains for use or permits the use of, on any place or premises occupied by him, a coin-operated amusement or gaming device. This tax is imposed at the rate of ten dollars a year in the case of a device defined in paragraph (1) of section 4462(a) and $250 a year in the case of a device defined in paragraph (2) of section 4462(a). 

As defined in paragraph (1) of section 4462(a) of the Code, the term `coin-operated amusement device' includes any machine which is an amusement machine operated by means of the insertion of a coin, token, or similar object, but not including any device defined in paragraph (2) of that subsection. As defined in paragraph (2) of that subsection, a `coin-operated gaming device' includes any machine which is a so-called `slot' machine which operates by means of the insertion of a coin, token, or similar object and which, by application of the element of chance, may deliver, or entitle a person playing or operating the machine to receive, cash, premiums, merchandise, or tokens. 

In accordance with section 323.22(b)(1) of Regulations 59, made applicable to the 1954 Code by Treasury Decision 6091, C.B. 1954-2, 47, a `pinball' machine with respect to which unused `free plays' are redeemed in cash, tokens, or merchandise, or with respect to which prizes are offered to any person for the attainment of designated scores, is regarded as a gaming device for purposes of the occupational tax on coin-operated devices. 

Revenue Ruling 59-294, C.B. 1959-2, 340, holds that certain pinball machines are gaming devices because of the features, characteristics, and functioning of the devices, notwithstanding the fact that evidence of actual payoffs or redemption of free plays has not been obtained. That conclusion is based upon the rationale that when a coin-operated device is peculiarly adapted to use for gaming purposes, it is a coin-operated gaming device even though it may be recommended or advertised as being for use for amusement purposes only. 

In the instant case, the machine is so designed that additional scoring cards are made available to the player by the insertion of additional coins, thus increasing his chances of winning a high score. In addition, the machine provides for the registration of a number of free plays which is far in excess of the number that a person playing merely for amusement and diversion normally would play off. Therefore, the machine is so designed that it is considered to be adapted to use for gaming purposes. 

Accordingly, it is held that the machine described above is a coin-operated gaming device within the meaning of section 4462 of the Code. Consequently, any person who maintains such a machine for use or permits its use on his premises is liable for the $250 occupational tax on coin-operated gaming devices notwithstanding the fact that evidence of actual payoffs or redemption of free plays has not been obtained. 

