VLT Lease VS. Purchases Analaysis

State cost to Lease 5,200 Machines at

$7,000/yr per machine over 20-years.* $728,000,000 (36,400,000/yr)
State cost to buy 5,200 Machines at average Total Purchase Cost| |State Overpayment
cost of $20,000 per machine Over 20-years Over 20-Year Lease
Option 1 5-Year Replacement Cycle** Year 1 Year 5 Year 10 Year 15
(Avg. 20% replacmeent per year)*** $104,000,000 | $104,000,000 $104,000,000{$104,000,000 $416,000,000 $312,000,000 ($15,600,000/yr)
Option 2 7.5-Year Replacement Cycle** Year1 Year 7.5 Year 15
(Avg. 13.3% replacement per year)*** $104,000,000 $104,000,000 $104,000,000] |  $312,000,000 $416,000,000 |($20,800,000/yr)
Option 3 10-Year Replacment Cycle** Year 1 Year 10
(Avg. 10% replacement per year)*** $104,000,000 $104,000,000 $208,000,000 $520,000,000 ($26,000,000/yr)

Notes

*Avg. NTI for each machine is $100,000/yr. Lease
cost is 7% NTI. See pp. 30-31, 60 of CCA Report:

** Inflationary cost of machines and inflationary
increase in NTl and lease have not been factored in.
Preliminary assumption is that future terminal
purchase price and NTI (and lease cost) will increase
at same rates such that analysis in today's dollars is
appropiate.

***proposed Legislation only requires IGT/TRWH to
replace 6% of machines per year. See H7523/SUB/A3,
p.7,L.17-18




Central Management System (CMS) Analysis

State cost for Central Management System at 2.5% of Net

. $260,000,000 (13,000,000/yr)
Terminal Income over 20-years*
Cost for IGT Central M t Syst t1.2% Net
0s .or entra ! anagen. ystem a % Ne $124,800,000 (6,240,000/yr)
Terminal Income as installed in Kansas.**
Potential State Overpayment $135,200,000 (6,760,000/yr)

Notes

*Avg. NTI for each machine is $100,000/yr. CMS cost is 2.5% NTI.
See pp. 30, 61 of CCA Report:

**CCA Report, p. 17




