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BALLY TECHNOLOGIES, INC.
FORM 10-K
Year Ended June 30, 2007

EXPLANATORY NOTE

As previously disclosed on the Form 12b-25 of Bally Technologies, Inc. filed with the Securities and Exchange Commission (the "SEC") on
August 30, 2007, the filing of this Annual Report on Form 10-K for the period ended June 30, 2007 (this "Annual Report on Form 10-K"), was
originally delayed due to the significant amount of additional time and resources required to prepare and file our Quarterly Reports on

Form 10-Q for the fiscal quarters ended September 30, 2006 and December 31, 2006, which were filed on June 20, 2007 (the "Form 10-Qs"). As
a result of the delay in filing the Form 10-Qs, the Company required additional time to complete its Quarterly Report on Form 10-Q for the fiscal
quarter ended March 31, 2007, and as a result was delayed in completing the preparation of this Annual Report on Form 10-K. Furthermore, the
preparation of the financial information presented in this Annual Report on Form 10-K required additional time and resources because they were
prepared while certain material weaknesses existed in our internal control over financial reporting which are described in Item 9A, Controls and
Procedures. Unless specifically stated otherwise, information presented in this Annual Report on Form 10-K is as of and for the periods ended
June 30, 2007.

PART I

ITEM 1. BUSINESS

General

We are a diversified, worldwide gaming company that designs, manufactures, distributes and operates gaming machines and computerized
monitoring systems for gaming machines. In addition to selling our gaming devices, we also offer our customers a wide range of lease and rental
options. Our primary technologies include gaming devices for land-based, riverboat and Native American casinos, video lottery and central
determination markets and specialized system-based hardware and software products. Our specialized hardware and software products provide
casinos with a wide range of marketing, data management, accounting, security and other software applications and tools to more effectively
manage their operations. We also own and operate a riverboat, dockside casino in Vicksburg, Mississippi.

We derive our revenue from the following four sources:

Gaming Equipment Sale of gaming devices;

Gaming Operations Operation of wide-area progressive, lottery and centrally determined systems and the lease and
rental of gaming machines;

Systems Sales of computerized monitoring systems and related recurring hardware and software
maintenance revenue; and

Casino Operations Operation of the Rainbow Casino.

You can find further information regarding our individual business units in the notes to our consolidated financial statements included in this
Annual Report on Form 10-K and Item 7. Management's Discussion and Analysis of financial condition and results of operations.

We were incorporated in Nevada on September 30, 1968, under the name Advanced Patent Technologies. Following two other name changes,
we became Alliance Gaming Corporation on December 19, 1994, and on March 6, 2006, we changed our name to Bally Technologies, Inc.
Unless the context requires otherwise, the terms "Bally," the "Company," "we" and "our" as used herein refer to Bally Technologies, Inc. and its
subsidiaries.
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Our principal executive offices are located at 6601 South Bermuda Road, Las Vegas, Nevada 89119; telephone (702) 584-7700. Our internet
address is www.ballytech.com. Our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, proxy
statements and all amendments to those filings are available on our website, free of charge, as soon as reasonably practicable after such material
is electronically filed with or furnished to the SEC. Copies of these material and the others we furnish to the SEC are also publicly available at
the SEC's Public Reference Room at 100F Street NE, Washington, D.C. 20549. Information on the operation of the Public Reference Room may
be obtained by calling the SEC at 1-800-SEC-0330. The SEC maintains an internet site that contains reports, proxy and information statements,
and other information regarding issuers that file electronically with the SEC at www.sec.gov.

Financial Information

The financial information required with respect to each of our business segments and with respect to geographical areas can be found in the
consolidated financial statements included in this Annual Report on Form 10-K and the related notes.

Business Units

Our business consists of two business units, the Bally Gaming and Systems business unit and the Rainbow Casino ("Rainbow" or "Casino
Operations") business unit. The Bally Gaming and Systems unit consists of three primary sub-groups: Gaming Equipment, which includes the
sale of gaming devices; Gaming Operations, which includes the lease and rental of gaming devices; and Systems, which includes the sale and
support of computerized monitoring systems. We also own and operate the Rainbow Casino in Vicksburg, Mississippi. The following table sets
forth the percentage of revenues of the Company's business units for the periods indicated:

Revenue by Business Unit

Year Ended June 30,
2007 2006 2005
(dollars in 000s)

Bally Gaming and Systems

Gaming Equipment $ 3241 47% $  225.1 42% $  200.8 42%

Gaming Operations 176.4 26% 147.0 27% 131.0 28%

Systems 134.1 20% 120.5 22% 96.2 20%
Casino Operations 47.7 7% 49.0 9% 46.8 10%

$ 6823 100% $  541.6 100% $  474.8 100%

Certain adjustments have been made for corrections of errors in our previously issued consolidated financial statements for the years ended
June 30, 2006 and 2005. These errors related primarily to the classification of certain expenses that had been reported in prior periods as selling,
general and administrative expenses which should have been recorded either as cost of sales or as contra-revenue. See Note 2 to the consolidated
financial statements, Restatement of Previously Issued Financial Statements, for more information.

Bally Gaming and Systems Gaming Equipment

We design, manufacture, assemble, sell and operate a full range of technology-based gaming devices through our Gaming Equipment division.
These devices are not mass produced and are normally configured to specific requirements based on a customer's particular order. Gaming
devices are differentiated from one another by a number of factors including, but not limited to, graphic design and theme, cabinet style, pay
table, game layout, betting denomination and minimum/maximum betting amount.
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Our gaming devices include a variety of game features and layouts in both video and mechanical reel formats. Our gaming devices come in
several different cabinet styles with some devices featuring high-profile top boxes with various game features and varying sizes geared towards
specific market niches. The gaming products we create are the result of comprehensive product development efforts that include extensive
internal and third party testing. We also perform market tests of our products with the cooperation of casino operators to assess reliability and
player appeal.

Each gaming device contains an operating system referred to as a game platform. The operating system manages the software needed to run the
device. Game platforms and the related computer systems are updated and revised to keep pace with the ever-increasing complexity of modern
game play requirements. The change in game play requirements is driven by, among other things, changes in consumer demand, capacity,
security and regulation. In fiscal 2005, we completed the successful migration from our legacy platforms, including the V7000 and EVO , to the
Linux-based ALPHA OS platform. In fiscal 2006, we also transitioned our mechanical reel-spinning devices to the ALPHA OS platform such
that the ALPHA OS is now the platform for each of our gaming device product offerings. As a result, marketing of our legacy products has
generally been discontinued.

The ALPHA OS is designed to separate the gaming operating system from the game layer, which enables game development in a much shorter
time. ALPHA OS is also designed to incorporate bonusing, free spin, scatter and other advanced game features, while providing internal and
third-party developers with a secure, easy-to-use programming environment that incorporates an advanced set of development tools. Moreover,
ALPHA OS is designed to support server-based gaming initiatives, including download of game results, configuration and game content.
Additionally, our layered architecture and modular design allows for adaptability and simplified requirement changes. The operating system,
which is Linux-based, is compatible with the most common accounting, ticketing and bonusing systems and supports 50-plus bet lines, various
game bonusing, top box support, multi-denomination, multi-game and multi-pay table game configurations. ALPHA OS also supports stand
alone, local and wide-area progressive products.

ALPHA OS was originally developed by Sierra Design Group ("SDG"), a company we acquired in 2004. The platform is the result of a
significant investment in hardware and software engineering and development efforts. Since the acquisition, we have undertaken significant
development initiatives to make the ALPHA OS platform compliant with the regulations of the jurisdictions in which we operate. The ALPHA
OS platform has now received approval in virtually all major gaming jurisdictions, including Nevada, Mississippi, New Jersey, Missouri,
Florida, Pennsylvania, Washington, New York and Rhode Island, as well as various Native American jurisdictions. Subsequent to its original
regulatory approval, we have developed and launched a series of video and mechanical game themes on ALPHA OS and we will continue to
develop new themes to support our cabinet designs and product markets.

We also offer certain game titles in certain jurisdictions that were developed by other gaming manufacturers. Our use of these game titles is
governed by license agreements with the other manufacturers.

Our sales are not limited to our gaming devices. Customers that purchase or lease our gaming devices typically purchase our replacement parts,
upgrades, game conversion kits and other products to keep the devices in good working order and to enhance the underlying performance of the
devices. Certain equipment within gaming devices such as video monitors, bill validators, logic boards and printers are typically replaced,
whether as a result of part failures or new technology offerings by our suppliers. These sales may also include game conversion kits that provide
our customers the opportunity to offer a new theme or variant on the existing product without the necessity of purchasing an entirely new
gaming device.

We generally offer a 90-day parts and labor warranty for new gaming devices. We provide several after-sale services to our customers including
customer education programs, a 24-hour customer service
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telephone hot-line, an internet web site for technical support, field service support programs and spare parts programs. Our historical warranty
expense as a percentage of revenues has been less than 1%.

From time to time, we also sell used gaming devices, including products made by us as well as those produced by our competitors. Generally,
we acquire used devices as trade-ins toward the purchase of new gaming devices. While a small secondary market exists in the United States,
used devices are typically resold in international markets where new device purchases often prove to be too costly. Where appropriate, we incur
costs to recondition used devices for resale or we may elect to destroy the devices. We also occasionally sell used equipment in lots on an "as is"
basis to used device brokers and customers. Used game sales totaled $13.5 million, $15.0 million and $14.4 million for the years ended June 30,
2007, 2006 and 2005, respectively.

Bally Gaming and Systems Gaming Operations

We offer our customers a wide range of lease and rental options through our Gaming Operations division. We offer several economic
arrangements that generate recurring revenues for us. Specifically, these arrangements are available under four business models: linked
progressive systems, rental and daily fee games, lottery systems and centrally determined systems. In most cases, operating gaming devices
under a lease or rental arrangement requires us to invest capital in manufacturing the gaming devices and related equipment, purchasing signs
and seating and, in certain cases, acquiring certain intellectual property rights.

Linked Progressive Systems: We offer our customers gaming devices featuring a common jackpot or prize award that can be linked within a
casino or among multiple casinos within a market or jurisdiction. We first received regulatory approval of our progressive system in Nevada in
1998 and now operate linked systems in Nevada, New Jersey, Mississippi and certain Native American jurisdictions. Progressive gaming
devices are typically offered to customers under a daily fee arrangement that is based on a percentage of the money wagered on the participating
gaming devices. In many cases, we use these revenues to fund the ultimate payment of the jackpot awards. As of June 30, 2007, we had a total of
896 units deployed on our wide-area progressive networks.

Rental and Daily-Fee Games: We offer a variety of non-linked daily-fee games. We have marketed our daily-fee games under such titles as
Playboy®, Hot Shot Progressive , Reel Winners , Hee Haw®, Monte Carlo and Saturday Night Live , all of which are approved in most major
gaming jurisdictions in which we operate. In most cases, we incur the cost of manufacturing the gaming devices we rent or lease, and we often
provide additional equipment such as signage and chairs for the customers' use. We typically retain ownership of these gaming devices and
equipment and depreciate them over their estimated useful lives. As of June 30, 2007, we had a total installed base of daily fee games of 6,196
units.

Lottery Systems: We provide video lottery devices to race tracks for the New York State Lottery ("NYSL"). We and SDG (prior to our
acquisition in March 2004) were each awarded approximately 25% of the initial NYSL terminals to be installed through a competitive bidding
process. Our contract with the NYSL runs through December 31, 2010. The financial model for this market requires us to build, deploy and
maintain the terminals as well as provide the related equipment in return for a share of the net win generated by the terminals. The first of these
gaming devices was installed in January 2004, and have since been followed by installations of additional devices at several other tracks
thereafter. As of June 30, 2007, our installed base was 6,404 units.

We also earn recurring revenues from 971 and 416 video lottery devices deployed at horseracing facilities under agreements with the Delaware
State Lottery and Rhode Island State Lottery Commissions, respectively.
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In June 2005, we began selling video lottery gaming devices on an Original Equipment Manufacturer, ("OEM"), basis to a distributor in Iowa.
We received daily fee revenue based on the game's underlying performance as well as for technology services and game themes. A new law was
passed during the 2006 Iowa state legislative session that banned such devices from operation. As a result, the games were removed from
operation in May 2006 ending our daily fee revenue that totaled $9.2 million during the fiscal year and revenue from the sale of related gaming
devices that totaled $18.3 million during the fiscal year.

Centrally Determined Systems: We have a base of centrally determined gaming devices operating primarily in Native American casinos in
Washington, Florida, Alabama and Oklahoma. With the exception of the gaming devices in Oklahoma, these games have generally been sold to
the customer and we receive a daily fee for the use of our central determination software. Lease arrangements based on a percentage of the net
win are still most prevalent in Oklahoma. As of June 30, 2007, the installed base of centrally determined games totaled 35,729 units including
gaming devices deployed in Mexico described below.

In December 2005, we also began selling centrally determined gaming devices in Mexico. These devices are sold pursuant to a development
and supply agreement we entered into with a large distributor in December 2005. In the Mexican market, we sell gaming devices to our
distributor as an OEM. Our distributor, in turn, places these devices in locations that house sports betting and pari-mutuel betting operations. In
addition to the revenues from the sale of the devices, we derive a daily fee equal to a percentage of the net win for providing a system network,
gaming content, and monitoring, maintenance, consulting, marketing and promotion services. As of June 30, 2007, we had 2,565 gaming devices
deployed in Mexico.

Bally Gaming and Systems Systems

We design, program, test, market and support casino enterprise systems for a wide range of customers of varying size and complexity under our
Systems division. These systems typically provide casino operators features such as active, real-time monitoring tools for gaming devices, tools
to collect and manage customer data, security to protect against theft and data loss, and marketing programs to enhance the gaming experience.
The use of system technology in gaming has grown in the past 10 years from basic automation of manual activities to highly integrated mission
critical applications. We believe we are the only provider in the industry that offers a broad selection of technology platform options to our
customers. Our products operate on platforms such as Windows®, AS/400 (iSeries), and UNIX that allow our customers to choose a technology
solution that meets their existing or future infrastructure requirements. The following are the primary systems we sell to our customers:

Slot Floor Management: Our gaming device monitoring products are comprised of hardware consisting of micro
controller-based printed circuit boards installed within the gaming device as well as card readers, displays and keypads. We
also develop proprietary firmware that controls and manages the hardware components of our systems. This equipment
provides casinos the ability to track player gaming activity through our casino management systems and monitor employee
access to gaming devices.

Casino Management: Our casino management systems are composed of various hardware and software products that
provide casino operators player loyalty solutions comparable to frequent guest programs offered in other leisure and retail
industries; table game accounting solutions including the calculation of all revenue and expense related items; and cage and
credit accountability for all extensions of credit and cage cash balancing functions.

Cashless Systems: Our cashless systems provide a suite of products, including the eTICKET ticket-in ticket-out
technology, for casino operators to provide bonusing and cashless gaming activity to casino patrons.
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iVIEW gaming machine displays: iVIEW is a small, horizontal liquid-crystal display screen and accompanying hardware
and software that resides in the gaming devices and serves as a communication tool to players sitting at the machine. iVIEW
is also designed to work with our Bally Power Bonusing suite of products and other new technologies under development.

We market our system product solutions under the broad categories of Bally CMS® (Casino Management Systems), Bally SMS® (Slot
Management Systems) and Bally TMS (Table Management Systems).

Rainbow Casino Operations

The Rainbow Casino, located in Vicksburg, Mississippi, began operations in July 1994. The facility includes a 33,000 square-foot casino with
843 gaming devices and 10 table games, a 224-seat buffet-style restaurant, and a 20,000 square-foot conference center. The Casino also includes
the 89-room Rainbow Hotel, which is owned and operated by a third party. Rainbow is marketed as a "locals" casino and draws mid-level
gaming customers principally from within a 75-mile radius of Vicksburg. Our promotions are focused primarily on direct mail and special
promotional events. The Vicksburg casino market generated approximately $280.2 million in gaming revenue in the 12 months ended June 30,
2007, representing a decline in growth of approximately 6%, when compared with the same period last year.

We are the general partners of Rainbow Casino Vicksburg Partnership, L.P. ("RCVP"), the limited partnership that operates Rainbow. The
limited partner, Rainbow Corporation, an unaffiliated third party, is entitled to receive 10% of the net available cash flows after debt service and
other items, as defined in the limited partnership agreement, which increases to 20% of the incremental amount of annual revenues in excess of
$35.0 million, payable quarterly through December 31, 2010. We hold the remaining economic interest in the partnership.

The operation of casinos is a highly competitive business. Gaming of all types is available throughout Mississippi in numerous locations as well
as in surrounding markets. The principal competitive factors in the industry include the structure, age and location of the facility, the nature,
variety and quality of the amenities and customer services offered, and the continuous development, implementation and success of a variety of
marketing programs. Our Rainbow Casino faces intense direct competition from other gaming facilities servicing the Vicksburg market, and, to
a lesser degree, indirect competition from those servicing the Gulf Coast region. A new casino project adjacent to the Rainbow Casino is under
construction and is scheduled to open in July 2008. There may be other new casinos constructed in the Vicksburg market in the future as
previously existing and new Gulf Coast properties continue to open in the aftermath of the 2005 hurricane season. These properties will provide
additional competition to our business.

Product Development

We believe providing games and systems with high entertainment value and key operational advantages coupled with a high level of customer
service is important to gaining market share. We believe that the use of technology within casinos has accelerated over the past five years and
gives newer gaming devices and systems competitive advantages over their more antiquated counterparts. Our total spending on research and
development was $51.9 million, $45.1 million and $43.4 million during the years ended June 30, 2007, 2006 and 2005, respectively. The
increase in research and development spending over this three year period reflects our corporate focus towards our technology assets, the
expansion of technical resources through our acquisitions, and the competitive landscape that requires continuous development of future
generations of gaming products and systems.

We develop our products for both the domestic and international markets. Our product development process for our gaming devices includes
both hardware and software. Major areas of hardware
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development include cabinet style, technical capability, interfaces, peripheral devices, and coin and currency handling. Hardware development
efforts are focused on player appeal, product reliability and ease of maintenance. Development cycles for hardware can range from a few days
for simple enhancements to more than a year for new electronics or new mechanical packages.

The software development process for new games, which includes graphics development, is continuous and requires significant human
resources. Creativity in software development is an important element in the market success and player appeal of our gaming devices.
Innovations in our development process and game design are generated internally, by customers and by third parties, many of whom have
entered into strategic relationships with us.

Following the completion of development of our products and internal quality testing, our products are subjected to a rigorous and time
consuming process of independent and jurisdictional testing by regulatory agencies and their agents. All new or modified hardware and software
is designed to satisfy all applicable testing standards. Typically, new products require various approvals from numerous regulatory agencies.
Many jurisdictions outside North America require a lower level of testing and, in certain cases, do not require any such approvals. Each
jurisdiction that requires regulatory approval of new products has its own filing requirement and process. In certain cases, we may receive
approvals if our products are approved in other major gaming jurisdictions. Once products are approved by the gaming regulators, customers
may also require field trials of our products in their casinos to ensure compatibility and stability while reserving the right to return the product at
any time during the field trial period. We do not recognize revenue until the customer ends the field trial and accepts the gaming devices. The
regulatory and licensing processes that we are subject to are discussed more fully below, under "Gaming Regulations and Licensing."

Product development for casino enterprise systems also includes hardware and software. The major areas of hardware development include
controller circuit board design and programming, as well as user interface devices such as card readers, keypads and displays. Software
development includes extensive application development, including elements such as databases, interfaces used in products such as iVIEW,
communication, security and automated backup and failure procedures. We have developed a modular and extendible hardware and software
architecture, which focuses development on achieving greater functionality, product reliability, ease of maintenance for the casino operator, and
ease of use for the player. In addition, the architecture allows customers to upgrade existing components or add new components with less
impact as compared to a complete replacement. Development cycles for hardware can vary between a few months for minor revisions to more
than a year for major design changes. Software development results in periodic product releases that include new features that extend or enhance
the casino enterprise systems. Less significant revisions such as periodic maintenance releases are also deployed to enable casino operators to
correct problems or improve the usability of the system.

We have developed a series of cashless and bonusing products marketed under the Bally Power Bonusing name. The Bally Power Bonusing
products represent an integrated set of cashless and bonusing features to enhance the gaming experience of casino patrons. These products allow
the transfer of funds using bar coded coupons and/or encrypted PIN numbers to download either restricted or unrestricted credits to the gaming
device. These products allow casino operators to reduce cash and coin handling expenses, minimize overall operating expenditures and provide
creative marketing incentives to their casino patrons. Our cashless products are in use in most gaming markets, including Nevada, Michigan,
New Jersey, Mississippi, Louisiana, lowa, Colorado, Missouri, Indiana and various Native American and international jurisdictions.

The software development process for our systems includes the design and development of features to meet various regulatory standards. The
regulatory standards vary by jurisdiction, which forces us to develop multiple software settings based on the individual state and tribal gaming
standards. Each
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jurisdiction can also require the approval of any software modifications or new products prior to their deployment at casino locations within the
jurisdiction. The approval processes can vary significantly by jurisdiction, based on the software changes developed, technology enhancements,
and regulator resources.

Product Markets

We believe that the total installed base of gaming devices in North America, including the United States and Canada, now exceeds 850,000
units. This total includes land-based, riverboat, Native American casino and video lottery markets. New sales opportunities for gaming devices
in North America are primarily driven by replacement of existing units, new casino openings or expansions and legalization in new markets. The
gaming industry also continues to expand in international markets. Europe, the Caribbean, South America and the Pacific Rim are currently our
primary international markets. We regularly evaluate expanding our business into additional international markets.

We distribute our gaming devices through direct sales efforts and through a small number of distribution arrangements. Our international
business is conducted primarily from offices in Manchester, England and Hanover, Germany for customers in Europe; Puerto Rico for customers
in the Caribbean; Buenos Aires, Argentina for customers in South America; and Macau, China for customers in the Pacific Rim.

The primary markets for casino enterprise systems are the United States and, to a lesser extent, Canada, South America, Europe, the Pacific Rim
and the Caribbean though additional international markets are beginning to emerge. Markets for systems within the United States include
traditional land-based casinos in markets such as Nevada and New Jersey, Native American casinos and riverboat casinos. The market for our
casino enterprise systems includes new casino openings, expansion and upgrades of existing facilities and the competitive replacement of other
systems. We also generate new system sales through the introduction of new hardware and software products. In many cases, domestic
regulations require the implementation of systems as part of their operational requirements while international markets have only recently begun
the full implementation of such systems. We believe, as international markets begin to mature and become more competitive, the use of systems
will become more common.

Sales and Marketing

We have a direct domestic sales force consisting of approximately 39 employees located in multiple offices throughout North America. We
also, to a lesser extent, utilize an independent distributor network to distribute our products. The agreements we have with distributors generally
specify minimum purchases and also provide that we may terminate the relationship if certain performance standards are not met.

Our direct sales force generated approximately 86%, 68% and 69% of new gaming device sales for the years ended June 30, 2007, 2006 and
2005, respectively. Distributors generated approximately 14%, 32% and 31% of new gaming device sales for the years ended June 30, 2007,
2006 and 2005, respectively. Substantially all of system revenues are generated by our direct sales force.

The sale of gaming devices takes place throughout our fiscal year and can range from proposals for a small quantity of units to several thousand
units. We conduct one-on-one meetings with our customers to demonstrate our products at their locations, host customers to private
demonstrations in our offices or at offsite venues, and participate in several trade shows domestically and internationally each year. In certain
cases, we participate in responding to competitive requests for proposals from private and public entities seeking to purchase gaming equipment.
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For casino enterprise system sales, we offer our customers the option of signing separate hardware and software maintenance agreements at the
time of sale. These agreements are typically for one-year terms and automatically renew unless otherwise canceled in writing by either party.
After an initial warranty period, typically 90 days, the customer is invoiced monthly for hardware and software maintenance fees that provide
for, among other things, repair or replacement of malfunctioning hardware and software, software version upgrades, and on-call support for
software.

The sale of enterprise systems is often a long process, at times extending beyond one year. Typically, a potential systems customer will
participate in a formal evaluation and selection of a system vendor. The level of sales available to us at any point in time can vary materially due
to a number of factors, including the capital budgets of our customers, availability of new product modules, timing associated with regulatory
approvals, and the success and features contained in the products sold by our competitors. The price paid for a full system can vary materially
from customer to customer depending on a number of factors, including but not limited to, the size of the gaming operation, the number of
functions contained in the system specified, and the level of post sale support provided.

We generally sell gaming devices and our computerized monitoring systems through normal credit terms of 120 days or less. In certain
circumstances, we may grant credit terms that may extend up to five years. International sales are either consummated on a cash basis or
financed over no more than two years, depending on credit quality.

Customers

The demand for gaming devices and systems varies depending on the level of new construction and renovation of casinos as well as market
conditions that might generate the need for new and replacement equipment and product innovation.

Gaming devices generally have an average replacement cycle of three to seven years. For the year ended June 30, 2007, our 10 largest
customers, including corporate customers with multiple casino properties, accounted for approximately 14% of sales.

In addition to direct commercial transactions with casino customers, we may sell gaming devices on an OEM basis to other parties who, in turn,
sell these products to end user casino customers. In certain cases, these parties may be competing with us in markets where we also sell our
products. In several cases, our OEMs also purchase certain Bally proprietary game themes, which are redesigned to be compatible with their
operating system configurations. Sales of OEM units totaled approximately $9.1 million, $4.4 million and $16.7 million for the years ended
June 30, 2007, 2006 and 2005, respectively, and sales of licenses to OEMs for the use of Bally game themes totaled approximately $4.9 million,
$1.2 million and $1.4 million for the years ended June 30, 2007, 2006 and 2005, respectively.

The demand for casino enterprise systems is driven by regulatory requirements in each applicable jurisdiction by casino operators' competitive
need to properly track device and player activity and, to establish and compile individual device and player profitability and other demographic
information. These features enable casinos to develop or enhance marketing strategies. Revenues for casino enterprise systems are derived from
selling products to new or existing customers. For the year ended June 30, 2007, the ten largest casino enterprise system customers, which
include certain multi-site casino operators that have corporate agreements, accounted for approximately 56% of game monitoring unit sales
revenues, with the largest single customer accounting for 12% of these revenues.

Future sales of our technology products will be based on, among other elements, continued expansion of our product line, the success of our
game content, the acceptance of our systems, our customer service levels, expansion into additional domestic and international markets, and our
ability to maintain a competitive position against other technology providers who are producing similar products.
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Manufacturing and Assembly Operations

We own our primary offices in Las Vegas, which were completed in 1990. The 150,000 square foot facility was constructed specifically for the
design, assembly and distribution of gaming equipment and to meet product design demands and varying levels of volume requirements.

In fiscal 2005, we completed a substantial change to our product line which has benefited our assembly operations. Historically, we managed a
series of game device platforms and product families which required certain dedicated resources and capacity in our assembly operations. Our
consolidation to the ALPHA OS platform and engineering efforts towards common hardware components has provided greater flexibility in our
assembly operations where each product family can now be produced by an expanded set of assembly lines with fewer internal product
differences and more streamlined testing.

We believe our primary offices and related facilities in Las Vegas, as well as the process improvement initiatives noted above, will enable us to
increase production without adding significant floor space.

We generally buy raw material inventory to build our gaming devices when we receive firm orders from our customers. To the extent possible,
we also forecast the demand for our products to develop more efficient supply chains with our vendors. We create specifications and design
nearly all of the major assemblies that are incorporated into our gaming devices.

Competition

We compete with a number of domestic and international businesses in the various geographic markets where we sell our products. Our ability
to compete effectively is based on a number of factors including, but not limited to, our product quality, product depth, pricing, financing terms,
regulatory approvals, the successful development and protection of intellectual property as well as the success of our distribution, sales and
service levels.

The North American gaming device market is dominated by International Game Technology ("IGT"). IGT has substantially greater financial
resources and more products and intellectual property than its competitors. Many of our customers derive a significant portion of their gaming
revenues using IGT products. Some of our other competitors currently include Aristocrat Leisure Limited ("Aristocrat"), Atronic International,
GTECH Holdings Corporation ("GTECH"), Konami Co. LTD. ("Konami") and WMS Industries, Inc. ("WMS"). These competitors also
compete in the international markets we serve, along with well established foreign companies such as Ainsworth Game Technology LTD, Aruze
Gaming America, Inc., Unidesa Gaming and Systems, Novomatic AG, and Recreativos Franco SA.

The competition for casino enterprise systems is also significant. Product feature and functionality, accuracy, reliability, service level and
pricing are all among the key factors in determining a provider's success in selling its system. Our principal competition in casino management
systems currently consists of, among others, IGT, Aristocrat, Konami and several smaller competitive providers in the international market.
Competition is keen in this market due to the number of providers and the limited number of casinos and jurisdictions in which they operate.

Management believes the future success of our operations will be determined by our ability to bring new and innovative products to the market
while maintaining our base of loyal existing customers.

10

12



Edgar Filing: BALLY TECHNOLOGIES, INC. - Form 10-K

Patents, Copyrights and Trade Secrets

We have been a long-standing participant in the development of intellectual property in our industry. We rely on a combination of patents,
copyrights, trade secrets, trademarks and proprietary information to maintain and enhance our competitive position. We have been granted
patents and have patent applications pending in the United States as well as in many foreign countries. The expiration dates of these patents vary
and are based on their filing and issuances dates. We intend to continue to actively file for patent protection, where reasonable, within and
outside the United States. We also seek protection for a large number of our products by filing for copyrights and trademarks in the United
States and various foreign countries. Under permission or license agreements with third parties, we also sell products covered by independently
filed copyrights and trademarks. Typically, these contracts require us to pay royalties to the licensing party. Royalty expense is included in cost
of gaming and systems in our consolidated financial statements included in this report.

Employees and Labor Relations

As of June 30, 2007, we and our subsidiaries employed approximately 2,262 individuals worldwide, including approximately 368 employees at
Rainbow. None of our employees are covered by collective bargaining agreements. We believe we have satisfactory relationships with our
employees.

Gaming Regulations and Licensing
General.

The manufacture and distribution of gaming devices, systems and the operation of gaming facilities are subject to extensive federal, state, local,
and foreign regulation. Virtually all of the jurisdictions in which we operate, and those jurisdictions which we might pursue in the future, require
licenses, permits, documentation of qualification, evidence of financial stability, and other requirements for approval. These jurisdictions also
typically require background investigations for the individual licensing of officers, directors, major stockholders and key personnel. In addition,
many jurisdictions require that the gaming devices, systems and other products we manufacture be submitted to state or independent testing
agencies for testing and approval before being distributed.

Any person who acquires a controlling interest in the Company would have to meet the requirements of all governmental bodies that regulate
our gaming businesses. A change in the make-up of our Board of Directors and management may require the various gaming authorities to
examine the qualifications of the new board and management.

Nevada.

The ownership and operation of casino gaming facilities in Nevada are subject to (i) the Nevada Gaming Control Act and the regulations
promulgated thereunder (the "Nevada Act"); and (ii) various local ordinances and regulations. Our gaming, manufacturing, and distribution
operations (collectively referred to as "gaming machine operations") are subject to the licensing and regulatory control of the Nevada State
Gaming Control Board (the "Nevada Board"), the Nevada Gaming Commission (the "Nevada Commission"), the Clark County Liquor and
Gaming Licensing Board (the "Clark County Board"), and various other county and city regulatory agencies, all of which are collectively
referred to as the "Nevada Gaming Authorities."

The laws, regulations, and supervisory procedures of the Nevada Gaming Authorities are based on declarations of public policy concerned with,
among other things: (i) the prevention of unsavory and unsuitable persons from having any involvement with gaming; (ii) the strict regulation of
all persons, locations, practices, associations and activities related to the operation of licensed gaming establishments and the manufacture and
distribution of gaming devices, cashless wagering systems and
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associated equipment; (iii) the establishment and maintenance of responsible accounting practices and procedures; (iv) the maintenance of
effective control over the financial practices of licensees, including the establishment of minimum procedures for internal fiscal affairs and the
safeguarding of assets and revenues, providing reliable record-keeping and requiring the filing of periodic reports with the Nevada Gaming
Authorities; (v) the prevention of cheating and fraudulent practices; and (vi) providing a source of state and local revenues through taxation and
licensing fees. A change in such laws, regulations and procedures, or non-compliance with some, could have an adverse effect on our
gaming-related operations.

We are registered with the Nevada Commission as a publicly traded corporation (a "Registered Corporation"). Our direct and indirect
subsidiaries that manufacture or distribute gaming devices or conduct gaming operations at various locations (collectively, the "Nevada
Subsidiaries") are required to be licensed by the Nevada Gaming Authorities. The licenses held by the Nevada Subsidiaries require periodic
payments of fees and taxes and are not transferable. We, through our registered intermediary companies (individually an "Intermediary
Company" and collectively the "Intermediary Companies"), have been found suitable to own the stock of the Nevada Subsidiaries, each of which
is a corporate licensee (individually a "Corporate Licensee" and collectively the "Corporate Licensees") under the terms of the Nevada Act. As a
Registered Corporation, we are required to periodically submit detailed financial and operating reports to the Nevada Gaming Authorities and
furnish any other information the Nevada Gaming Authorities may require. No person may become a stockholder of or receive any percentage of
the profits from the Corporate Licensees without first obtaining licenses and approvals from the Nevada Gaming Authorities. The Company, the
Intermediary Companies, and the Corporate Licensees have obtained from the Nevada Gaming Authorities the various registrations, findings of
suitability, approvals, permits, and licenses required to engage in gaming activities, gaming machine operations, and in the manufacture and
distribution of gaming devices for use or play in Nevada or for distribution outside of Nevada.

All gaming devices and cashless wagering systems manufactured, sold, or otherwise distributed for use or play in Nevada or for distribution
outside of Nevada must be manufactured by licensed manufacturers and distributed or sold by licensed distributors. All gaming devices
manufactured for use or play in Nevada must be approved by the Nevada Commission before they are distributed or exposed for play. The
approval process for gaming devices and cashless wagering systems includes rigorous testing by the Nevada Board, a field trial, and a
determination as to whether the gaming devices or cashless wagering systems meet strict technical standards set forth in the regulations of the
Nevada Commission. Associated equipment (as defined in the Nevada Act) must be administratively approved by the chairman of the Nevada
Board before it is distributed in Nevada.

The Nevada Gaming Authorities may investigate any individual who has a material relationship or material involvement with us, the
Intermediary Companies or the Corporate Licensees to determine whether that individual is suitable or should be licensed as a business associate
of a gaming licensee. Officers, directors, and key employees of the Company and the Intermediary Companies who are actively and directly
involved in the licensed activities of the Corporate Licensees are or may be required to be licensed or found suitable by the Nevada Gaming
Authorities. A finding of suitability is comparable to licensing, and both require submission of detailed personal and financial information
followed by a thorough investigation. The applicant for licensing or a finding of suitability must pay all the costs of the investigation. Changes in
licensed positions must be reported to the Nevada Gaming Authorities, and in addition to their authority to deny an application for a finding of
suitability or licensing, the Nevada Gaming Authorities have jurisdiction to disapprove a change in a corporate position. The Nevada Gaming
Authorities may deny an application for licensing or finding of unsuitability for any cause they deem reasonable.

If the Nevada Gaming Authorities were to find an officer, director, or key employee unsuitable for licensing or unsuitable to continue having a
relationship with the Intermediary Companies, the
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Corporate Licensees, or us, the companies involved would have to sever all relationships with that person. In addition, the Nevada Commission
may require the Intermediary Companies, the Corporate Licensees, or us to terminate the employment of any person who refuses to file
appropriate applications. Licensing and suitability determinations are not subject to judicial review in Nevada.

We and the Corporate Licensees are required to submit detailed financial and operating reports to the Nevada Commission. Substantially all
material loans, leases, sales of securities, and similar financing transactions by the Corporate Licensees must be reported to or approved by the
Nevada Commission.

If it were determined that a Corporate Licensee had violated the Nevada Act, the licenses it holds could be limited, conditioned, suspended, or
revoked, subject to compliance with certain statutory and regulatory procedures. In addition, the Company, the Intermediary Companies, the
Corporate Licensees, and the persons involved could be subject to substantial fines for each separate violation of the Nevada Act, at the
discretion of the Nevada Commission. Limitation, conditioning, or suspension of the gaming licenses of the Corporate Licensees could, and
revocation of any gaming license would, materially adversely affect the gaming-related operations of the Company.

The Gaming Authorities may, at their discretion, require the holder of any of our securities to file applications, be investigated, and be found
suitable to own our securities if the Nevada Commission has reason to believe that the holder's ownership would be inconsistent with the
declared policies of Nevada. The applicant must pay all costs of investigation incurred by the Nevada Gaming Authorities in conducting any
such investigation.

The Nevada Act requires any person who acquires more than 5% of any class of a Registered Corporation's voting securities to report the
acquisition to the Nevada Commission. The Nevada Act requires that beneficial owners of more than 10% of any class of a Registered
Corporation's voting securities apply to the Nevada Commission for a finding of suitability within thirty days after the chairman of the Nevada
Board mails written notice requiring such filing. Under certain circumstances, an "institutional investor," as defined in the Nevada Act, that
acquires more than 10%, but not more than 15% (19% if such additional ownership results from a stock repurchase program conducted by the
Registered Corporation, subject to certain conditions), of a class of a Registered Corporation's voting securities may apply to the Nevada
Commission for a waiver of finding of suitability if the institutional investor holds the securities for investment purposes only. An institutional
investor shall not be deemed to hold voting securities for investment purposes unless the voting securities were acquired and are held in the
ordinary course of business as an institutional investor and not for the purpose of causing, directly or indirectly, the election of a majority of the
members of the Board of Directors of the Registered Corporation, any change in the corporate charter, bylaws, management, policies, or
operations of the Registered Corporation or any of its gaming affiliates, or any other action the Nevada Commission finds to be inconsistent with
holding the Registered Corporation's voting securities for investment purposes only. Activities that are not deemed to be inconsistent with
holding voting securities for investment purposes include: (i) voting on all matters voted on by stockholders; (ii) making financial and other
inquiries of management of the type normally made by securities analysts for informational purposes and not to cause a change in the Registered
Corporation's management, policies, or operations; and (iii) such other activities as the Nevada Commission may determine to be consistent with
investment-only intent. If the beneficial holder of voting securities who must be found suitable is a corporation, partnership, or trust, it must
submit detailed business and financial information including a list of beneficial owners. The applicant is required to pay all costs of
nvestigation.

Any person who fails or refuses to apply for a finding of suitability or a license within thirty days after being ordered to do so by the Nevada
Commission or the chairman of the Nevada Board may be found unsuitable. The same restrictions apply to a record owner if the record owner,

after request, fails to identify the beneficial owner. Any stockholder found unsuitable and who holds, directly or indirectly,
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any beneficial ownership of the common stock beyond such period of time as may be prescribed by the Nevada Commission may be guilty of a
criminal offense. We are subject to disciplinary action if, after we receive notice that a person is unsuitable to be a stockholder or to have any
other relationship with the Company, the Intermediary Companies, or the Corporate Licensees, we (1) pay that person any dividend or interest
upon voting securities of the Company; (ii) allow that person to exercise, directly or indirectly, any voting right conferred through securities held
by that person; (iii) pay remuneration in any form to that person for services rendered or otherwise; or (iv) fail to pursue all lawful efforts to
require such unsuitable person to relinquish his or her voting securities, including, if necessary, the immediate purchase of said voting securities
for cash at fair market value. Additionally, the Clark County Board has taken the position that it has the authority to approve all persons owning
or controlling the stock of any corporation controlling a gaming license.

The Nevada Commission may in its discretion require the holder of any debt securities of a Registered Corporation to file applications, be
investigated, and be found suitable to own the debt security if the Nevada Commission has reason to believe that such ownership would be
inconsistent with the declared policies of Nevada. If the Nevada Commission determines that a person is unsuitable to own such security, then
pursuant to the Nevada Act, the Registered Corporation can be sanctioned, including the loss of its approvals if, without the prior approval of the
Nevada Commission, it (i) pays the unsuitable person any dividend, interest or any distribution whatsoever; (ii) recognizes any voting right by
such unsuitable person in connection with such securities; (iii) pays the unsuitable person remuneration in any form; or (iv) makes any payment
to the unsuitable person by way of principal, redemption, conversion, exchange, liquidation, or similar transaction.

We are required to maintain in Nevada a current stock ledger which may be examined by the Nevada Gaming Authorities at any time. If any
securities are held in trust by an agent or by a nominee, the record holder may be required to disclose the identity of the beneficial owner to the
Nevada Gaming Authorities. A failure to make such disclosure may be grounds for finding the record holder unsuitable. We are also required to
render maximum assistance in determining the identity of the beneficial owner. The Nevada Commission has the power to impose a requirement
that a Registered Corporation's stock certificates bear a legend indicating that the securities are subject to the Nevada Act. The Nevada
Commission previously imposed this requirement on the Company but removed it in June 2004.

We may not make a public offering of our securities without the prior approval of the Nevada Commission if the securities or proceeds
therefrom are intended to be used to construct, acquire, or finance gaming facilities in Nevada or to retire or extend obligations incurred for such
purposes. In addition, (i) a Corporate Licensee may not guarantee a security issued by a Registered Corporation pursuant to a public offering
without the prior approval of the Nevada Commission; and (ii) restrictions on the transfer of an equity security issued by a Corporate Licensee or
Intermediary Company and agreements not to encumber such securities are ineffective without the prior approval of the Nevada Commission.

Changes in control of the Company through merger, consolidation, stock or asset acquisitions, management or consulting agreements, or any act
or conduct whereby a person or entity acquires control may not occur without the prior approval of the Nevada Commission. Entities seeking to
acquire control of a Registered Corporation must satisfy the Nevada Board and Nevada Commission on a variety of stringent standards before
assuming control of the Registered Corporation. The Nevada Commission may also require controlling stockholders, officers, directors, and
other persons having a material relationship or involvement with the entity proposing to acquire control to be investigated and licensed as a part
of the approval process relating to the transaction.

The Nevada Legislature has declared that some corporate acquisitions opposed by management, repurchases of voting securities, and corporate
defense tactics affecting Nevada corporate gaming licensees and Registered Corporations that are affiliated with those operations may be

injurious to
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stable and productive corporate gaming. The Nevada Commission has established a regulatory scheme to ameliorate the potentially adverse
affects of these business practices on Nevada's gaming industry and to promote Nevada's policy to: (i) assure the financial stability of corporate
gaming licensees and their affiliates; (ii) preserve the beneficial aspects of conducting business in the corporate form; and (iii) promote a neutral
environment for orderly governance of corporate affairs. Approvals are, in certain circumstances, required from the Nevada Commission before
a Registered Corporation can make exceptional repurchases of voting securities above the current market price (commonly called "greenmail")
and before a corporate acquisition opposed by management can be consummated. The Nevada Act also requires prior approval of a plan of
recapitalization proposed by the Registered Corporation's board of directors in response to a tender offer made directly to the Registered
Corporation's stockholders for the purpose of acquiring control of the Registered Corporation.

License fees and taxes, computed in various ways depending on the type of gaming or activity involved, are payable to the State of Nevada and
to the counties and cities in which the licensees conduct their operations. Depending upon the particular fee or tax involved, these fees and taxes
are payable, either monthly, quarterly, or annually and are based on either (i) a percentage of the gross revenues received; (ii) the number of
gaming devices operated; or (iii) the number of games operated. The Corporate Licensees that hold gaming device route operator licenses or
manufacturer or distributor licenses also pay certain fees to Nevada.

Any person who is licensed, required to be licensed, registered, required to be registered, or who is under common control with such persons
(collectively, "Licensees"), and who proposes to become involved in a gaming venture outside of Nevada, is required to deposit with the Nevada
Board and thereafter maintain a $25,000 revolving fund to pay the expenses of investigation by the Nevada Board of the Licensee's participation
in such foreign gaming. The revolving fund is subject to increase or decrease at the discretion of the Nevada Commission. Thereafter, Licensees
are required to comply with certain reporting requirements imposed by the Nevada Act. Licensees are also subject to disciplinary action by the
Nevada Commission, if they knowingly violate any laws of the foreign jurisdiction pertaining to the foreign gaming operation, fail to conduct
the foreign gaming operations in accordance with the standards of honesty and integrity required of Nevada gaming operations, engage in
activities that are harmful to the State of Nevada or its ability to collect gaming taxes and fees, or employ a person in the foreign operations who
has been denied a license or finding of suitability in Nevada on the ground of personal unsuitability.

Mississippi.

The manufacture and distribution of gaming and associated equipment and the ownership and operation of casino facilities in Mississippi are
subject to extensive state and local regulation, but primarily the licensing and regulatory control of the Mississippi Gaming Commission (the
"Mississippi Commission").

The Mississippi Gaming Control Act (the "Mississippi Act"), which legalized dockside casino gaming in Mississippi, is similar to the Nevada
Gaming Control Act. The Mississippi Commission has adopted regulations that are also similar in many respects to the Nevada gaming
regulations.

The laws, regulations and supervisory procedures of Mississippi and the Mississippi Commission are based on declarations of public policy that
are concerned with, among other things: (i) the prevention of unsavory or unsuitable persons from having direct or indirect involvement with
gaming at any time or in any capacity; (ii) the establishment and maintenance of responsible accounting practices and procedures; (iii) the
maintenance of effective controls over the financial practices of licensees, including the establishment of minimum procedures for internal fiscal
affairs and safeguarding of assets and revenues, providing for reliable record keeping and requiring the filing of periodic reports with the
Mississippi Commission; (iv) the prevention of cheating and fraudulent practices; (v) providing a source
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of state and local revenues through taxation and licensing fees; and (vi) ensuring that gaming licensees, to the extent practicable, employ
Mississippi residents. The regulations are subject to amendment and interpretation by the Mississippi Commission. We believe our compliance
with the licensing procedures and regulatory requirements of the Mississippi Commission will not affect the marketability of our securities.
Changes in Mississippi law or regulations may limit or otherwise materially affect the types of gaming that may be conducted, and such changes,
if enacted, could have an adverse effect on us and our Mississippi gaming operations.

The Mississippi Act provides for legalized dockside gaming in each of the fourteen counties that border the Gulf Coast or the Mississippi River,
but only if the voters in the county have not voted to prohibit gaming in that county. Currently, dockside gaming is permissible in nine of the
fourteen eligible counties in the state, and gaming operations have commenced in seven counties. Under Mississippi law, gaming vessels must
be located on the Mississippi River or on navigable waters in eligible counties along the Mississippi River, or in the waters of the State of
Mississippi lying south of the state in eligible counties along the Mississippi Gulf Coast. The Mississippi Act permits unlimited stakes gaming
on permanently moored vessels on a 24-hour basis and does not restrict the percentage of space that may be utilized for gaming. Recently, the
Mississippi Legislature amended the Mississippi Act to permit licensees in the three counties along the Gulf Coast to establish land-based casino
operations provided the gaming areas do not extend more than 800 feet beyond the nineteen-year mean high water line, except in Harrison
County where the 800-foot limit can be extended as far as the southern boundary of Highway 90.

The Mississippi Act permits substantially all traditional casino games and gaming devices. The Company, RCVP, Bally Gaming, Inc. ("BGI"),
and their affiliates are subject to the licensing and regulatory control of the Mississippi Commission. We are registered under the Mississippi Act
as a publicly traded corporation (a "Registered Corporation") and holding company of RCVP and BGI. As a Registered Corporation, we are
required periodically to submit detailed financial and operating reports to the Mississippi Commission and furnish any other information the
Mississippi Commission may require. If we are unable to continue to satisfy the registration requirements of the Mississippi Act, we and our
affiliates cannot own or operate gaming facilities or continue to act as a manufacturer and distributor in Mississippi. No person may become a
stockholder of, or receive any percentage of profits from, a licensed subsidiary of a Registered Corporation or a holding company without first
obtaining licenses and approvals from the Mississippi Commission. We and our affiliates have obtained the necessary licenses and approvals
from the Mississippi Commission. RCVP must maintain a gaming license from the Mississippi Commission to operate a casino in Mississippi
and BGI must maintain a manufacturer and distributor license from the Mississippi Commission to manufacture and distribute gaming products
and a wide-area progressive operator license to operate its progressive system. Such licenses are issued by the Mississippi Commission subject
to certain conditions, including continued compliance with all applicable state laws and regulations.

There are no limitations on the number of licenses that may be issued in Mississippi. Gaming and manufacturer and distributor licenses are not
transferable, are issued for a three-year period (and may be renewed for two additional three-year periods) and must be renewed or continued
thereafter. In July 2006, RCVP was granted a three-year renewal of its gaming license by the Mississippi Commission, and BGI was granted
three-year renewals of its manufacturer and distributor license and its wide-area progressive operator license.

Certain of our officers and employees and the officers, directors, and certain key employees of our licensed subsidiaries must be found suitable
or be licensed by the Mississippi Commission. We believe we have obtained, applied for, or are in the process of applying for all necessary
findings of suitability with respect to such persons affiliated with us, RCVP or BGI, although the Mississippi Commission, at its discretion, may
require additional persons to file applications for findings of suitability. In addition, any person having a material relationship or involvement
with us may be required to be found suitable,
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in which case those persons must pay the costs and fees associated with such investigation. The Mississippi Commission may deny an
application for a finding of suitability for any cause it deems reasonable. Changes in certain licensed positions must be reported to the
Mississippi Commission. In addition to its authority to deny an application for findings of suitability, the Mississippi Commission can
disapprove a change in a licensed position. The Mississippi Commission has the power to require the Company and its registered or licensed
subsidiaries to suspend or dismiss officers, directors and other key employees or sever relationships with other persons who refuse to file
appropriate applications or whom the authorities find unsuitable to act in such capacities.

Determinations of suitability or questions pertaining to licensing are not subject to judicial review in Mississippi. At any time, the Mississippi
Commission has the power to investigate and require the finding of suitability of any record or beneficial stockholder of the Company. The
Mississippi Act requires any person who acquires more than 5% of any class of voting securities of a Registered Corporation, as reported to the
SEC, to report the acquisition to the Mississippi Commission, and such person may be required to be found suitable. Also, any person who
becomes a beneficial owner of more than 10% of any class of voting securities of a Registered Corporation, as reported to the SEC, must apply
for a finding of suitability by the Mississippi Commission. The Mississippi Commission generally has exercised its discretion to require a
finding of suitability of any beneficial owner of more than 5% of any class of voting securities of a Registered Corporation. If a stockholder who
must be found suitable is a corporation, partnership, or trust, it must submit detailed business and financial information including a list of
beneficial owners. Any record or beneficial stockholder required to apply for a finding of suitability must pay all investigative fees and costs of
the Mississippi Commission in connection with the investigation.

The Mississippi Commission has adopted a regulation which provides that under certain circumstances, an "institutional investor," as defined in
the regulation, which acquires more than 10%, but not more than 15%, of a Registered Corporation's voting securities may apply to the
Mississippi Commission for a waiver of such finding of suitability if such institutional investor holds the voting securities for investment
purposes only. An institutional investor shall not be deemed to hold voting securities for investment purposes only unless the voting securities
were acquired and are held in the ordinary course of business as an institutional investor and not for the purpose of causing, directly or
indirectly, the election of a majority of the members of the board of directors of the Registered Corporation, any change in the Registered
Corporation's corporate charter, bylaws, management, policies or operations of the Registered Corporation or any of its gaming affiliates, or any
other action which the Mississippi Commission finds to be inconsistent with holding the Registered Corporation's voting securities for
investment purposes only. Activities which are not deemed to be inconsistent with holding voting securities for investment purposes include:

(1) voting on all matters voted on by the stockholders; (ii) making financial and other inquiries of management of th