EXHIBIT B-2

STATE OF ARKANSAS OFFICE OF THE ARKANSAS LOTTERY
" Post Office Box 3238

Department of Finance Liftle Rock, Arkansas 792033238
. . . Phone: (501) 683-2000

and Administration ool e Ly

http://myarkansasiottery.com

August 9, 2017

The Honorable Keith Ingram, Chair

The Honorable Chris Richey, Chair

Arkansas Legislative Council Lottery Oversight Subcommittee
One Capitol Mall, Room R-501

Little Rock, AR 72201

RE:  Monthly Disclosure Reports
Gentlemen:

On behalf of the Arkansas Department of Finance and Administration and the Office of the
Arkansas Lottery, please accept the attached monthly disclosure reports for the month of July
2017, pursuant to A.C.A. §§ 23-115-206 and 23-115-302. The reports contain the following
information:

Contracts Awarded

Debt Set-Off Collections

Retailer Losses

Breakdown of Lottery Sales per County

Total Number of Retailers

Total Lottery Revenue

Prize Disbursements

Operating Expenses

. Net Assets

10.  Administrative Expenses

11.  Unclaimed Prize Report

12. DFA Office of the Arkansas Lottery Minority- and Female-owned Business Report
13. DFA Office of the Arkansas Lottery Vendor Minority- and Female-owned Business Report
14.  DFA Office of the Arkansas Lottery Demographics

15.  Internal Auditor Report

16. Instant Ticket Games Released

R e

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

Respectfully submitt

Bishop Wo
Director

Enclosures

ce: Mr. Larry Walther, Director, Arkansas Department of Finance and Administration



Arkansas Department of Finance and Administration
Office of the Arkansas Lottery
Term Contracts for Goods and Services
July 1 through July 30, 2017

OnlJuly 19, 2017, the Department of Finance and Administration Office of the Arkansas Lottery
(OAL) and Scientific Games International (SGI) entered into a Non-Exclusive Licensing Agreement.
The Non-Exclusive Licensing Agreement grants to OAL the non-exclusive right in the state of
Arkansas to reproduce, use, and make copies of the Property in association with the sale,
marketing, advertising, and promotion of a scratch-off instant win lottery game to be conducted
by the OAL and identified as AR-412 “POPEYE®” (the “Game”). All rights not specifically granted
to the OAL are reserved by SGI and/or Licensor. The OAL acknowledges Licensor as a third party
beneficiary under the agreement with respect solely to the Game. The following information is
provided:

a. Date of Agreement: July 19, 2017.

b. Term of Agreement: The term of this Agreement shall commence on the date the
Working Papers for the Game are signed and shall expire on the last day for
claiming Game prizes as established by the OAL.

(6 Vendor or other parties to the Agreement: Scientific Games International.

d. Value (cost or cost savings projected for the agreement): The base instant game
contract price is 1.30% of net sales. There is a price of $1.89 per 1000 tickets for
FailSafe Barcode Services and a price of 1.35% of the prize fund for Points for
Prizes Rewards/Merchandise Prizes and Fulfillment. The preceding costs are
standard for OAL instant games. There are no additional costs for the use of
Popeye®.



Arkansas Department of Finance and Administration
Office of the Arkansas Lottery
Debt Set-Off and Retailer Losses

July 2017
1, Debt Set-Off:
a. Arkansas Department of Finance and Administration $3,334.35
b. Arkansas Office of Child Support Enforcement - Child Support S 0.00
Total Debt Set-Off: $3,334.35
2.

Retailer losses for period July 1 through July 31, 2017: None.
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Arkansas Department of Finance and Administration
Office of the Arkansas Lottery
Total Number of Active Retailers
July 2017

There were 1,934 active retailers as of July 31, 2017.



Arkansas Department of Finance and Administration
Office of the Arkansas Lottery
Statement of Net Position
July 31, 2017

ASSETS
Current assets:

Cash and cash equivalents
Restricted assets:

Cash and cash equivalents
Accounts receivable
Prepaid items

Total current assets

Non-current assets:
Restricted assets:
Cash and cash equivalents
Deposits with Multi-State Lottery Association
Capital assets (Net of accumulated depreciation)
Total non-current assets

Total assets

Deferred outflows of resources:
Related to pension

Total assets and deferred outflows of resources

LIABILITIES
Current liabilities:

Accounts payable
Prizes payable
Accrued and other liabilities
Due to other funds of the State
Payable to ADHE for Education Trust Account
Compensated absences
Unearned revenue

Total current liabilities

Long-Term liabilities:
Net other post employment benefits
Net pension liability
Total long-term liabilities

Total liabilities

Deferred inflows of resources:
Related to pension

Total liabilities and deferred inflows of resources

NET POSITION
Net position:
Invested in capital assets
Restricted for:
Scholarship shortfall reserve
Retailer fidelity reserve
Retailer bond reserve
Deposits with Multi-State Lottery Association
Unclaimed prizes reserve
Unrestricted (deficit)

Total net position

Total liabilities, deferred inflows of resources and net position

UNAUDITED PRELIMINARY DRAFT

$

3,885,5681.28

54,059,609.85
11,633,200.08
155,942.78

69,734,333.99

20,159,300.03
1,848,070.69
376,061.68

22,483,432.40

92,217,766.39

1,130,744.92

93,348,511.31

77,867.76
17,748,609.02
2,648,725.08
591,951.92
52,177,290.75
335,454.85
374,642.24

73,954,541.72

2,497,980.19
4,144,582.00

6,642,562.19

80,597,103.91

665,543.75

81,262,647.66

376,061.68

20,000,000.00
159,300.03
380,512.55
1,948,070.69
1,882,319.10

(12,660,400.40

12,085,863.65

$

93,348,511.31



Arkansas Department of Finance and Administration
Office of the Arkansas Lottery

Statement of Revenues, Expenses and Change in Net Position

For Month Ended July 31, 2017

Current month
Operating revenues:

Instant ticket sales $ 29,569,210.00
Online ticket sales 7,254,473.50
Retailer application, fidelity, bond and service fees 59,808.11
Other revenue 1,905.20

Total operating revenues 36,885,396.81

Year to date

28,5669,210.00
7,254,473.50
59,808.11
1,805.20

Operating expenses:

36,885,396.81

20,607,428.48
3,976,365.98
2,057,693.06
1,718,949.99
421,368.28
640,599.90
301,213.29
36,666.00
11,250.00

8,226.47

29,779,761.45

7,105,635.36

92,244 .83

Instant game prizes 20,607,428.48
Online game prizes 3,976,365.98
Retailer commissions 2,057,693.06
Gaming contract costs 1,718,949.99
Compensation and benefits 421,368.28
Marketing, advertising and promotions 640,599.90
General and administrative expenses 301,213.29
Services provided by Arkansas Department of Higher Education 36,666.00
Audit services provided by Arkansas Legislative Audit 11,250.00
Legal and professional services 0.00
Depreciation 8,226.47
Total operating expenses 29,779,761.45
Operating income (1) 7,105,635.36
Non-operating revenue:
Interest income 92,244.83
Income before transfers 7,197,880.19
Transfers to:
Education Trust Account (2) (6,661,762.99)
Change in net position % 536,117.20

7,197,880.19

(6,661,762.99)

Total net position - beginning
Total net position - ending

1) Includes all GAAP related accounting items including unclaimed prizes.

536,117.20

11,549,746.45

12,085,863.65

2) Reflects adjustment of sales and prizes expense to a modified cash basis and does not include unclaimed prizes

UNAUDITED PRELIMINARY DRAFT
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Arkansas Department of Finance and Administration
Office of the Arkansas Lottery

Net Proceeds Transfer to Ed Trust Computation

Modified Cash Basis
For Month Ended July 31, 2017

Operating revenues:
Instant ticket SETTLEMENTS
Online ticket sales
Retailer application, fidelity and service fees
Other revenue

Total operating revenues

Operating expenses:

Instant game prizes SETTLEMENTS
Online game prizes
Retailer commissions
Gaming contract costs
Compensation and benefits
Marketing, advertising and promotions
General and administrative expenses
Services provided by ADHE
Services provided by Legislative Audit Agency
Legal and professional services
Current year Capital Asset cost

Total operating expenses

Change in net proceeds from operations

Nonoperating revenue (expense):
Interest Income
Other Non-Cperating Income
EDUCATION TRUST FUNDING-Current Year
Less Act 1180 Unclaimed Prizes
Less Current year Fidelity Reserve Fees

Less Current year Bond Reserve Fees

Less Current year MUSL Reserves (additions) / reductions

Add OPEB expense in Comp and Benefits

NET PROCEEDS EARNED-Current Month

Totals
July 2016 funding - 8/15/16
August 2016 funding - 9/15/16
Transfer to ADHE 9/9/16
September 2016 funding - 10/15/16
ADHE Refund for excess scholarship funding for FY 2016
Transfer from ADHE (final 2016 Adj) -10/28/16
October 2016 funding - 11/15/16
November 2016 funding - 12/15/16
December 2016 funding - 1/15/17
January 2017 funding - 2/15/17

transier o ADHE P10
February 2017 funding - 3/15/17
March 2017 funding - 4/15/17
April 2017 funding - 5/15/17
May 2017 funding - 6/15/17
June 2017 funding - 7/15/17
July 2017 funding - 8/15/17

Year to date

$ 31,425,200.00
7,254,473.50
59,808.11
1,905.20
38,741,386.81
22,161,641.00
3,976,365.98
2,057,693.06
1,718,949.99
421,368.28
640,599.90
301,213.29
36,666.00
11,250.00
0.00
31,325,747.50
7,415,639.31
92,244 .83
0.00
(882,319.10)
(945.05) restricted reserves
(7,200.00) restricted reserves
0.00 see 23-115-103(17) and (19)(A)&(B)
44,343.00
$ 6,661,762.99
Transfer Interest Total
$ 50,982,653.57 $ 1,194,637.18 § 52,177,290.75
$ 8,702,788.19 $ 11,598.20 §$ 8,714,386.39
$ 5,480,243.59 $ 18,471.27 § 5,498,714.86
$ (36,000,000.00) $ (36,000,000.00)
$ 5,765,568.30 § 7,508.12 § 5,773,076.42
$ 542,198.00 $ 542,198.00
$ (109,184.50) $ (109,184.50)
$ 5,158,748.07 % 6,292.47 $ 5,165,040.54
$ 6,562,384.25 $ 859526 $ 6,570,979.51
$ 4,576,676.57 $ 19,85565 $ 4,596,532.22
3 7,922 57349 % 2497272 % 7,947,546.21
$ (35,000,000.00) $ (35,000,000.00)
$ 6,688,267.91 § 9,831.71 § 6,698,099.62
$ 6,195,046.44 §$ 9,658.31 § 6,204,704.75
$ 7,831,636.38 § 14,191.18 § 7,845,827.56
$ 7,043,689.60 § 25,080.58 § 7.068,770.18
$ 13,163,62566 $ 30,026.52 $ 13,193,652.18
$ 6,610,939.69 § 50,823.30 $ 6,661,762.99

UNAUDITED PRELIMINARY DRAFT



Arkansas Department of Finance and Administration
Office of the Arkansas Lottery
Unclaimed Prizes
July 31, 2017

Year
Monthly to Date
Reserve Balance July 1, 2016 $1,000,000.00
1. Unclaimed lottery prize money: $882,319.10 882,319.10
2. Expenditures from unclaimed lottery prize money:
3. Reserved for future prizes, promotions or reserves: $ 882,319.10 882,319.10
4. Less Deposits to net lottery proceeds from unclaimed

Lottery prize money:

Reserve Balance July 31, 2017 $1,882,319.10
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Arkansas Department of Finance and Administration
Office of the Arkansas Lottery
Demographics — July 2017

Gender
Female
Male
Race
= Black
Caucasian

= Other Minorities

Total Number of Employees as of July 31, 2017: 66

Gender: Race:
Females — 30 Black— 15 Female--7 Male--8
Males — 36 Caucasian — 46 Female -- 21 Male - 25

Other—5 Female -- 2 Male -- 3



Department of Finance and Administration
Office of the Arkansas Lottery — Internal Audit
Arkansas Legislative Council — Lottery Oversight Subcommittee Monthly Report

The Office of Arkansas Lottery Internal Audit position was vacated on June 30, 2017; therefore, no
internal audit reports were issued in the month of July, 2017.



DFA/Office of the Arkansas Lottery
Instant & Fast Play Games
July 2017

There were no new Instant games that started sales in July, 2017.

Sales for the following Fast Play games began July 31, 2017. No ending dates have been
determined for these game.

S1 Jumbo Bucks
S2 Hot Dice



