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News: Because of our ties to Maryland we have been asked multiple times over the past three days about the
purchase prices the MD Lottery paid for its first order of slot machines. The MD Lottery paid $49M for 1,062 VLTs
which, to the untrained eye, equates to an ASP of ~$46K. The going industry rate for a slot machine (VLT) is
somewhere between $13K-$21K depending on the manufacturer, the content, and the cabinet. Recall, the State of MD
is responsible for purchasing all the VLTs for the state and then leasing them to the operator of each gaming property.
MD is expected to make an additional purchase of ~400 games shortly. The first shipment of games will be directed to
Penn National’s (PENN/Buy) Hollywood Perryville Casino, which is scheduled to open at the end of September.
Thoughts: To the untrained eye, one would think the MD Lottery grossly overpaid for its initial slot purchase but after
going through the numbers we believe the MD Lottery paid inline prices. Looking at Exhibit 1 below, after stripping out
five years of maintenance fees, software updates, daily fees, and repairs, we believe the State of MD paid roughly
$20K-$25K per gaming device, putting its initial purchase slightly ahead of current industry metrics. The slight
premium paid by MD is not surprising either as MD only purchased 1K devices limiting the bulk discounts which
normally would have been received from a larger gaming operator or state whose purchase could be 10x what MD
ordered.
Market Share: We calculate initial MD market share as follows: International Game Technology (IGT/Buy) 32%,
Spielo (Lottomattica/LTO.MI/NR) 28%, Bally Technologies (BYI/Hold) 22%, Aristocrat (ARLUF/NR) 17%, and Konami
(KNM/NR) 1%.
EXHIBIT 1: MD LOTTERY VLT PURCHASES
Contract Type
# Units
Purchase
12
Maintenance
12
KONAMI TOTAL

KONAMI
Cost per Unit Contract Length TOTAL COST
$ 19,476.50
N/A
$
233,718
$
990.32
5
$
59,419
$
293,137

Contract Type
Purchase
Maintenance
SPIELO TOTAL

Contract Type
# Units
Lease*
185
Fixed Daily Rate
46
BALLY TOTAL

BALLY (BYI)
Cost per Unit Contract Length TOTAL COST
$ 5,520.48
5
$
5,106,444
$ 30,135.41
5
$
6,931,144
$ 12,037,588

Contract Type
Buy
Maintenance
SHUFFLE MASTER TOTAL

ARISTOCRAT (ARLUF)
Contract Type
# Units Cost per Unit Contract Length
Buy
158
$ 18,028.20
N/A
Maintenance
158
$ 2,102.44
5
Lease*
24
$ 13,801.20
5
ARISTOCRAT TOTAL

TOTAL COST
$
2,848,456
$
1,660,925
$
1,656,144
$ 6,165,525

SPIELO
# Units Cost per Unit Contract Length TOTAL COST
290 $ 20,516.53
N/A
$
5,949,792
290 $
2,795.94
5
$
4,054,111
$ 10,003,903
SHUFFLE MASTER (SHFL)
# Units Cost per Unit Contract Length TOTAL COST
6
$ 19,999.00
N/A
$
599,970
6
N/A
5
$
100,826
$
700,796

INTERNATIONAL GAME TECHNOLOGY (IGT)
Contract Type
# Units Cost per Unit Contract Length
Purchase
329 $ 24,990.44
N/A
Maintenance
329 $
4,046.70
5
Fixed Daily Rate & License Fees** 12
IGT TOTAL

TOTAL COST
$
8,221,855
$
6,656,830
$
3,450,387
$ 18,329,072

* All lease contracts assume $210 win per unit per day and include maintenance costs
** The IGT fixed daily rate includes 12 machines and 59 software licenses to run on machines purchased from the manufacturer
Source: The Maryland Lottery

All relevant disclosures and certifications appear on pages 2 - 3 of this report.
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Important Disclosures and Certifications

I, Steven Wieczynski, certify that the views expressed in this research report accurately reflect my personal
views about the subject securities or issuers; and I, Steven Wieczynski, certify that no part of my
compensation was, is, or will be directly or indirectly related to the specific recommendation or views
contained in this research report.
Stifel, Nicolaus & Company, Inc.'s research analysts receive compensation that is based upon (among other factors)
Stifel Nicolaus' overall investment banking revenues.
Our investment rating system is three tiered, defined as follows:
BUY -We expect this stock to outperform the S&P 500 by more than 10% over the next 12 months. For higher-yielding
equities such as REITs and Utilities, we expect a total return in excess of 12% over the next 12 months.
HOLD -We expect this stock to perform within 10% (plus or minus) of the S&P 500 over the next 12 months. A Hold
rating is also used for those higher-yielding securities where we are comfortable with the safety of the dividend, but
believe that upside in the share price is limited.
SELL -We expect this stock to underperform the S&P 500 by more than 10% over the next 12 months and believe the
stock could decline in value.
Of the securities we rate, 38% are rated Buy, 58% are rated Hold, and 4% are rated Sell.
Within the last 12 months, Stifel, Nicolaus & Company, Inc. or an affiliate has provided investment banking services for
13%, 10% and 6% of the companies whose shares are rated Buy, Hold and Sell, respectively.
Additional Disclosures
Please visit the Research Page at www.stifel.com for the current research disclosures applicable to the companies
mentioned in this publication that are within Stifel Nicolaus' coverage universe. For a discussion of risks to target price
please see our stand-alone company reports and notes for all Buy-rated stocks.
The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us
and is not a complete summary or statement of all available data, nor is it considered an offer to buy or sell any
securities referred to herein. Opinions expressed are subject to change without notice and do not take into account the
particular investment objectives, financial situation or needs of individual investors. Employees of Stifel, Nicolaus &
Company, Inc. or its affiliates may, at times, release written or oral commentary, technical analysis or trading strategies
that differ from the opinions expressed within. Past performance should not and cannot be viewed as an indicator of
future performance.
Stifel, Nicolaus & Company, Inc. is a multi-disciplined financial services firm that regularly seeks investment banking
assignments and compensation from issuers for services including, but not limited to, acting as an underwriter in an
offering or financial advisor in a merger or acquisition, or serving as a placement agent in private transactions.
Moreover, Stifel Nicolaus and its affiliates and their respective shareholders, directors, officers and/or employees, may
from time to time have long or short positions in such securities or in options or other derivative instruments based
thereon.
These materials have been approved by Stifel Nicolaus Limited, authorized and regulated by the Financial Services
Authority (UK), in connection with its distribution to professional clients and eligible counterparties in the European
Economic Area. (Stifel Nicolaus Limited home office: London +44 20 7557 6030.) No investments or services
mentioned are available in the European Economic Area to retail clients or to anyone in Canada other than a
Designated Institution. This investment research report is classified as objective for the purposes of the FSA rules.
Please contact a Stifel Nicolaus entity in your jurisdiction if you require additional information.
The use of information or data in this research report provided by or derived from Standard & Poor’s Financial
Services, LLC is Copyright © 2010, Standard & Poor’s Financial Services, LLC (“S&P”). Reproduction of Compustat
data and/or information in any form is prohibited except with the prior written permission of S&P. Because of the
possibility of human or mechanical error by S&P’s sources, S&P or others, S&P does not guarantee the accuracy,
adequacy, completeness or availability of any information and is not responsible for any errors or omissions or for the
results obtained from the use of such information. S&P GIVES NO EXPRESS OR IMPLIED WARRANTIES,
INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A
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PARTICULAR PURPOSE OR USE. In no event shall S&P be liable for any indirect, special or consequential damages
in connection with subscriber’s or others’ use of Compustat data and/or information. For recipient’s internal use only.
Additional Information Is Available Upon Request
© 2010 Stifel, Nicolaus & Company, Inc. One South Street Baltimore, MD 21202. All rights reserved.
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