EXHIBIT D

Arkansas Lottery Commission Legislative Oversight Committee

Updates to the ALC Fiscal 2013 Budget

Item 1: The Arkansas Lottery Commission approved at its May 21, 2012 meeting, a requested revision to
the Fiscal 2013 budget, to include $250,000 for promotional discounts which may be used to encourage
players to buy tickets at a discounted price. These discounts will resuit in a forecast revenue decrease.
The $250,000 has been included in a revised budget that was submitted to the LOC on May 24, 2012,
but is not reflected in the summary presented in the slide. There was no change in net proceeds forecast
for this change.

ttem 2: The Arkansas Lottery Commission approved at its June 18, 2012 meeting, an amendment to the
gaming contract with Scientific Gaming, Inc. {SGI) which will decrease the percentage fee from 1.92 % to
1.81% for Fiscal 2013 and future years. This fee decrease will result in approximately $430,000 per year
for the gaming costs paid to 5Gl. Such decrease has not been included in a revised budget and is not
reflected in slide.






STATE OF ARKANSAS Post Office Box 3238
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http://myarkansaslottery.com

June 18, 2012

Senator Johnny Key, Co-chair

Representative Mark Perry, Co-chair

Arkansas Lottery Commission Legislative Qversight Committee
One Capitol Mall, Room R-501

Little Rock, AR 72201

Gentlemen:

In accordance with the letter of December 14, 2010, from the previous Co-chairs of the Arkansas Lottery
Commission Legislative Oversight Committee, please consider this letter and the attachments as notice of
an amendment to the August 25, 2009, Scientific Games International Instant Ticket Contract for the
remainder of the confract term.

1.

Date of agreement: The Arkansas Lottery Commission (ALC) approved the language of the
amendment at its meeting on June 18, 2012,

Term of agreement: The amendment does not change the term (length) of the contract between
the parties.

Vendor or other parties to the agreement: Scientific Games International.

Value (cost or cost savings) projected for the agreement: As an incentive to the ALC for
reaffirming the execution and terms of the Recital of Selected Options, SGI will tender a cash
payment of two million dollars ($2,000,000) to the ALC on or before June 30, 2012. In addition,
SGI will issue a credit to the ALC in the amount of two hundred thousand dollars ($200,000)
which may be used to purchase merchandise either for use as In-Game Merchandise or Out-of-
Game Merchandise to be used either as prizes or as merchandise for the Points for Prizes
program. Finally, SGI has agreed to reduce the percentage it is paid for Instant Ticket Lottery
Game Services from 1.92% of instant ticket sales to 1.81% of instant ticket sales. If sales remain
at the current level, this change will result in an estimated $430,000 each year which will be paid
directly to scholarships for the students of Arkansas.

Copies of the documents are attached. Please let me know if you would like additional information or
have any questions regarding this manner.

Respectfully,

Bishop Woo
Director

Enclosures

CcCl

Ben Pickard, Chairman, Arkansas Lottery Commission
Roger Norman, Legislative Auditor, Division of Legistative Audit



A. - Inconsideration of and as a condition precedent for the following, the Arkansas Lottery
Commission (ALC) has obtained all necessary reviews and approvals for an amendment to the
August 25, 2009, Recital of Selected Options (the "Recital") for the remainder of the contract
term.

'B.  The parties agree that the contract shall be amended to include following terms and
definitions:

"Cooperative Services Program" or "CSP"- Sclentlﬁc Games International Inc.’s (SGI)
" integrated lottery sales, warehousing, distribution, and inventory trackmg program
described in detail in SGI's proposal.

"Properties Plus®" - SGI's player loyalty program that includes, but is not limited to,
web-based players club, unlimited licensed properties, marketing support services, bonus
prizes and fulfillment services as described in detail in SGI's proposal.

"Linked Games" - games implemented concurrently by more than one lottéry featuring a
"shared pool of unique prizes or experiential trips offered as the top prize in the game.
" Licensing fees are waived for the ALC so long as the ALC participates in Properties Plus,
however prizes associated with Linked Games must be purchased separately from SGI.

"In-Game Merchandise"- merchandise purchased by the ALC from the prize fund for a
game and awarded as instant win prizes whereby a player scratches off a ticket and
knows immediately that they have won such merchandise.

"Out of Game Merchandise" ~ merchandise purchased by the ALC either from the prize
Tund or other funds outside of and in addition to the instant win prize structure for a game
awarded through a second chance mechanism, such as a separate drawmg for such
merchandise. :

C. Amendment to the contract

1. As an incentive to the ALC for re-affirming the execution and terms of
the Recital, SGI will tender-a cash payment of two million dollars ($2,000,000) to the ALC on or
before June 30, 2012.

2. The parties agree to amend the exclusivity clause in the Recital as follows:

The ALC shall have the right to obtain printing services from any third party for a game
to the extent SGI is unable to print such game due to SGI's lack of printing capacity or
inability to obtain the rights to any third party intellectual property (or a commercially
acceptable alternative) that prevents the production of the applicable tickets. In the event
that the ALC desires to obtain said printing services for a game from a different vendor,
the ALC shall provide the information related to the proposed game to SGI in writing.
3Gl will have fourteen (14) days from the date of submission of the information by the
ALC to provide notice to the ALC as to whether it has the capacity or legal ability to
provide printing sexvices to print the proposed game.

This language shall replace the language in the Recital which reads as follows:



"All prices are based upon Scientific Games being the exclusive ticket provider
throughout the entire term of the contract."

3. The parties agree to amend the pricing proposal related to Properties Plus as follows in order
to clarify the original intent and agreement of the parties regarding the purchase of merchandise
by the ALC that is in addition to the merchandise prizes purchased for a particular game:

"As a Properties Plus customer, the ALC shall pay no additional license or royalty fees to
participate in an instant game except as noted in item 5 below, nor, except as otherwise
stated in the Agreement, will the ALC be required to purchase merchandise related to a
specific brand as 2 part of the ALC's obligation to utilize that particular brand. The ALC
may, in its discretion, elect to purchase merchandise prizes to be awarded either instantly
("In-Game Merchandise") or as pursuant to a second chance drawing for a game ("Out of
Game Merchandise™)."

4. SGI agrees to issue to the ALC a credit in the amount of $200,000 specifically attributable to
additional merchandise purchased by the ALC for “Monopoly®” (AR-060), "Harley-
Davidson®” (AR-045) and "World Poker Tom®” (AR-032). Such credit may be used to
purchase merchandise either for use as In-Game Merchandise or Out of Game Merchandise to be
used either as prizes or as merchandise for the Points for Prizes program.

5. SGI agrees that in the event the ALC elects to participate in one or more Linked Games
offered by SGI, the ALC shall pay a rate for any such Linked Games that is discounted by the
rate paid to SGI by the ALC for Properties Plus. That rate shall consist of a combination of
linked game fee and prizing. Linked Games are games in which multiple lotteries utilize the
same licensed brand and contribute a specified amount of money to a common prize fund that is
shared by all participating lotteries.

6. The parties further agree to the following pricing changes to the percentages set forth in the
Recital for services provided to the ALC:

Instant Ticket Lottery Game Services =~~~ 1,58%

Web Site Marketing Services , 0.09%

Play It Again/2nd Chance Drawing Management 0.14%

Tel-Sell Included in Instant Ticket Lottery
Game Services Fee

Properties Plus . ~ 1.50% of Prize Fund for all instant

' games included in the program

FailSafe $1.89/1000 tickets printed and

delivered

The new rates shall be effective fqr all sales of ALC tickets effective July 1, 2012.






STATE OF ARKANSAS ’ ‘ Post Office Box 3238

- ARKANSAS LOTTERY COMMISSION Little Rock, Arkansas 72203-3238
: Phone: (501) 683-2000

Fax: (501) 683-1878

http://myarkansaslottery.com

May 24, 2012

Senator Johnny Key, Co-chair

Representative Mark Perry, Co-chair

Arkansas Lottery Commission Legislative Oversight Committee
One Capitol Mall, Room R-501

Little Rock, AR 72201

RE: Revision of Proposed 2013 Annual Budgét

Gentlemen:

On behalf of our agency and the Commissioners of the Arkansas Lottery Commission,
please accept the atfached rev1sed Proposed Annual Budget which replaces the one the
ALC submltted on May 14, 2012.

On May 21, 2012, the Arkansas Lottery Commission approved $250,000 for promotional
expenses, to be listed as a separate line item (Promotion Discounts). This change
decreased the Fiscal 2013 Budget Income before Transfers from $98,906,000 to
$98,656,000, but the Net Proceeds Transfers remain at $98,000,000.

Please call me if you have any questions or need additional information.

Respectfully submitted,

Bishop Wooslg
Director

Enclosures

cc: Mz. Ben Pickard, Chair
Arkansas Lottery Commission
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Arkansas Lottery Commission
Net Proceeds Computation
For the Fiscal Year Ending June 30, 2013

Net Income Before Transfers : $ 98,906,000
Add:
Accrual Expenses
Depreciation $ 200,000
_ Other Post Employmeént Benefits s - 85 200,000
Unclaimed Prizes
Gross Unclaimed Prizes $ 5,500,000
Less: Unclaimed Expended $  (5,500,000)
-ess: Additions to Unclaimed Carryover $ - 5 -
Less: ]
Fixed Asset Purchases S (100,000)
Fidelity Fund Fees S (18,000) $ {118,000) -
Net Proceeds before Transfers , : S 98,988,000 .

Transfers To:

Arkansas Department of Health . : $ 200,000
Arkansas Department of Higher Education {Net Proceeds) S 98,000,000
Total Transfers $ 98,200,000
Increase to Net Assets S 706,000
Other - Accrual to cash adjustment S 82,000

Net proceeds after transfers $ -
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Activa Positions

Position Grades  Posltlon titles Bise Midpoint Max Notes
112 Admin Support Specialist 11} $ 2582400 $ 3487100 §  42,518.00
€112 Admin Support Speclalist (11 S 2682400 § 3487100 § 42,918.00
cl13 Computer Operator § 816500 § 36651400 §  48669.00
Clis tcensing Speclallst $ 3L052.00 § 40357.00 $  49,683.00
N9o8 Precurement Director s 85,536.00 § 9522300 $ 105,919.00
No10 Chief Lepal Counse| s 52,515.00 § 10408000 § 11564400

s 290,916.00 § 347,03100 $ 40&37_51.00
Emplayer taxes 3 22,253,07. §  26547.87 § 31,116,45
APERS S 41,42644 5§  4o417.11 3 57,921.34
Total budget 5 35459751 § 42299509 § ao57s879
Employer Health Prems $446 per budgeted position (referred to as State Match)
Avg monthly= 70 employeas @ $446= $31,220 ($31,220%12 months)= $374,640
Career Servite is glven to employees with at feast 20 years of service,
9 fulltime employees
2 part time emplayess. Part time employees are based ona % of hours worked,

{nactive Positfons
Vacant positions  Posiiton titles Base . Midpaint Max Notes
ciz2 Accountant s 43,693.00 § 55490.00 % 67,287.00 .
Neog "Executive Assistant $ 88,357.00 £ 100,077.00 $  £11,196.00
NaD9 Iarketing & Product Dev Director $ B8,957.00 § 100,077.00 §  111,196.00
NgCo Sales/Retall Relations Director $ 8895700 & 100,077.00 §  111,196.00
N812 Admin & Operations Directar H 100,065.00 § 112,573.00 % 125,081.00
No12 Information Technology Director s 100,08500 § 11257300 $ 125,081.00
NS22 V.P. Gamning Operations $ 180,524.90 5 203,000.00 % 225,655.00
Thls position (s set by Lottery Act
with a special salary aflowance.

Qa7 chief Dperating Offfcer $ 126,050.00 §  315,135,00 See balow,

5 81726800 § 783,957,00 5 1,191,817.00
Employer taxes s 6252100 $ 5987271 §  91,174.00
APERS N 5 11637896 § 11163548 $ 16971474
Tatal budget . $ 996167.87 & 95558518 § 1,452,705.74

% .
Salary Atowances set forth by Arkensas Sthalarship Lottery Act
‘ Max No. of Max Annual

TTLE . Employees SalaryRate  Position
(01} LOTTERY CMSN DIRECTOR 1 $ 141,603.00 Q145
{02} LOTTERY CMSN INTERNAL Auditor 1 $ 141,603.00 Qs

(03] LOTTERY CMSN CHIEF OPERATING OFFICER 1 $ 12605000 Ql47

23-115-306, Specfal salaty allowances.

(a) The Arkansas Lottery Commission, pon approval of the Arkansas Lottery
Commission Legislative Oversight Committee, may make spectal salary afloewances
authorized by this section for recruitment or retention in a mourds as the commission
may determite equitable In view of the exacting duties that are Involved as a part of
the salary of the:

{1} Diractor of the Arkansas Lottery Commilssion;

(2} Internal auditor of the commission; and

(3) Chief aperating officer of the commission.

[b) The total compensation for a position sublect to an allowance under

stbsection {a) of this sectlon, Including the salary authorlzed by the General
Assembly and a speclal salary 2 llewztnca, shalf not exceed an amount equal ta two
and one-haif (2 1/2) tmes the salary for the position autharized by the General
Assembly. .

{c){1} The requirement of approval by the Arkansas Lottery Commisslon

Leglslative Oversight Committee before granting a special salzry allowance under
this sectlon I not a severable part'of this section.

{2) If the requirement of appraval by the Arkansas Lottery Commission

Legislative Oversight Committee Is ruled unconstitutiona! by a court of competent
Jurisdictien, this section is void.

Other Compensation Benefits
Unemployment Experience Rate=.23% (pzid quarterly)
CGuarterly Safaries= $950,000 x .22%= 2,090 % 4= $8,360

Warker's Comp Experience Rate= 0%
WC Premium Tax 2012= $3,800,000 % .000468= $1,778,40 {annual fee)
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