Response to Request #6



DELAWARE LOTTERY

INITIAL AGREEMENT

Vendor
e Automated Wagering International/Now Scientific Games

Term
e September 2001
e 7 Years/5-1 Year Renewal Options

Amendments

o Total of 9 Amendments to date.

o The 8t Amendment extended the Agreement (under Delaware Law)
through February 25, 2018.

e The 9th Amendment extended the Agreement, and consolidated all
services, through October 29, 2022.

Current Fees Paid

e Online Game Sales: 5.371%

e Keno Sales 9.95%

e Instant Ticket Net Sales 5.6%

e VLT Net Proceeds 1%

e Sports Betting/Racinos 15.625% Net Revenue
e Sports Betting/Retailers 25% Net Revenue

¢ Charitable VLT Fee 25%*

New Product Pricing

o Self-Service Terminals 4.8% Online and Instant Sales
e RaceTrax Sales 9.,95%
e Sports Mobile 40% Net Revenue

*Charitable VLT Fee

e SciGames must provide up to 450 refurbished VLTs for qualifying
charitable organizations. The Delaware Lottery receives 40% of
total net win, less 1% for responsible gaming; and SciGames
receives 25% of such net win.

March 2019



DELAWARE LOTTERY/SCIENTIFIC GAMES
SrorTS WAGERING SERVICES AGREEMENT

TERMS

Six-year Agreement with four, one-year renewal options

BASE SYSTEM PRICING

Quoted as a percentage of Marginal Revenue, carried to four decimal places.
Basis is a six-year Agreement base period.

Straight Wagers (head-to—head with pointrspread and/or odds) and Parlay
Wagers minimum two-cvent selections)
Price as a Percentage of Marginal Revenue: 12.5000%

Parlay Wagers (minimum {wo-event selections)
Price as a Percentage of Marginal Revenue: 15.6250%

AGREEMENT HIGHLIGHTS

Agreement for sports betting services at three (racino) venues.

Payment to SciGames shall be payable solely out of the income, revenues,
and receipts of the Lottery’s Sports Wagering operation.

Unless otherwise stated, all expenses incurred in the performance of services
are to be paid by SciGames.

SciGames to provide a total of seventy-five BetJet terminals at no charge. For
purposes of startup, fifteen of the seventy-five initial terminals could be
refurbished.

Terminals deployed above the seventy-five will be added at no additional
charge IF the additional terminals produce an average of $70,000 gross sales
per week each ($3,640,000 per year/each).

For additional terminals where the average fails to generate gross sales of
$3,640,000 in a year, SciGames will retroactively charge the Lottery
$5,400/year for each “additional terminal” that failed to meet the $3,640,000
and $450/month going forward until such time the “additional terminal”
produces an average of $70,000 gross sales per week.

Terminal performance will be calculated by taking total sales per week for all
terminals at the venue and dividing it by the number of terminals delivered
to the venue.



If the average for all terminals is below $3,640,000 per year/per terminal,
then the subset of terminals installed that does produce $3,640,000 per year
will be calculated.

The result of this calculation will be the terminals (“base terminals” which
under no circumstances shall be less than seventy-five) that SciGames will
provide free of charge. Lottery will then be charged for each terminal in
excess of the “base” terminals at the rate of $5,400 per year.

Incremental pricing for opening any significantly different new venues where
Sports Wagering will be conducted will be negotiated.

At the time of this Agreement, the Lottery and SciGames were unable to
resolve the issue regarding the location and possible cost of a remote hot
backup system in a timely fashion to avoid impacting the launch of the Sports
Wagering System.

Parties agreed that sufficient backup was already in place with the secondary
or redundant system located with the primary system to protect the parties’
interests on a temporary basis. Parties were to negotiate the location, cost,
and installation of the remote backup system.

SciGames was required to work directly with the venues to determine the final
solution for the interaction between the venue staff and the risk management
hub and whether on-site management would be required.

SciGames was required to provide customized weekly parlay cards to include
the teams and point spreads for football games scheduled to be played during
the upcoming football weekend and a payoff table.

INDEMNITY DUE TO SPORTS WAGERING LOSS

In the event of a Sports Wagering Loss, SciGames agreed to compensate the
Lottery for the amount of the Lottery’s Sports Wagering Loss for the State’s
fiscal year. SciGames would be required to pay a Sports Wagering Loss within
fifteen days of the fiscal year end.

Sports Wagering Loss is defined as the aggregate amount of any actual loss
by the Lottery on Sports Lottery Wagers made with the Lottery. A Sports
Wagering Loss only includes net sum of actual losses {(after consideration of
revenue received) by the Lottery from patrons’ Sports Wagers and does not
include any operating costs, taxes, and other ancillary expenses and costs or
losses by any other party, including the Sports Lottery venues.

An example for illustrative purposes: If Sports Wagering Loss for a particular
fiscal year is $1,000,000, and the Lottery has, in fact, paid out the Sports
Wagering Loss from funds, then SciGames shall compensate the Lottery in
the amount of $1,000,000.



FIRST AMENDMENT AuGcusTt 2010

* Removed services and equipment concerning the Central Sports Wagering
System from the Sports Wagering Agreement and included those items in the
Online Lottery Agreement.

SECOND AMENDMENT AuGusT 2012

e This Amendment marks the implementation Sports Wagering at select Lottery
Retailer locations, providing SciGames with 25% of Marginal Revenue for the
implementation and on-going operation of the Sports Wagering System in
locations other than the three original venues. This compensation is in
addition to compensation paid under the Sports Wagering Agreement.

THIRD AMENDMENT JULY 2015

¢ This Amendment extended the 2009 Agreement for four years in exchange for
the following:

> SciGames agrees to install and implement a remote back-up system
within the State of Delaware in accordance with mutually agreed upon
written specifications and implementation schedule; and

» SciGames agrees to provide the Lottery with an option to implement a
mobile application capable of providing functionality to include placing
bets on the Sports Wagering System from a player’s mobile device,
subject to such functionality being authorized by and in compliance
with all applicable laws, rules and regulations related to such
functionality.



AGREEMENT

THIS AGREEMENT is made and entered into as of the.,z_fég day of September, 2001
by and between the STATE LOTTERY OFFICE of the STATE OF DELAW ARE (the “DSL”);
and .

AUTOMATED WAGERING INTERNATIONAL, INC,, a corporation organized and
existing under the 'lz'wv‘sj of the State of Delaware, with offices at 1255 Broad Street, Clifton, New
Jersey (“"AWI").

T WITNESSETH: |

WHBREAS, on March 5, 2001, the DSL issued a REquést for Proposals for a Lottery
Gaming System, z,eekmg proposals from interested vendors for the provision and implementation
and related support and services for On-line Games and deeo Lottery Terminals, Instant Game
pass-through transactions and thereafter amended and clarified this Request for Proposal,
through Amendimer;.iits lNos'. I and II (collectively the “RFP™); and

WHBR]E:‘,AS, AWI submitted a Proposal, dated May 23, 2001, (the “Proposal”) in
response to the RFP: and

WHEREAS the DSL has selected AWI’s Proposal as the overall preferred proposal
submltted in respOnsc to the RFP, having determined that AWI's Proposal to be the most
advauatageous to the Statc of Delaware based on the factors set forth in the RFP; and

WHEREAS, the DSL now desires to enter into an agreement with AWI under the terms
and conditions set forth herein;

NOW, THEREFORE, in consideration of the foregoing and the mutual promises

hereinafter set forth, the parties hereto covenant and agree as follows:



forth below:

Definitions

As used in this Agreement, the following Terms shall have the meanings as set

Advanced Gaming System
(AGS)

Amount Played

Amount Won

Bond

Book

Business Day

Business Week

Consumables

Conversion

The system to be provided by AWI for the
purpose of providing monitoring and accounting
for the Video Lottery Terminals located at three
racetracks in the State of Delaware, as described
in §3.7 of the Work Statement attached to this
Agreement as Appendix 1.

Cash and Credits wagered on Video Lottery
Terminals.

Cash and Credits wagered that are returned to
players as winnings on Video Lottery Terminals.

A bond, letter of credit, or alternative security in
form and substance and issued by a company
acceptable to the DSL,

A book or pack of Instant Game tickets, currently
distributed containing from fifty (50) to three
hundred (300} tickets, depending on the game.

Current operating hours for the traditional on-line
system is 6:00 a.m. through midnight. Operating
hours for the Video Lottery Terminals are 8:00
a.m. throngh 2:00 a.m. Monday - Saturday, and
Sunday 1:00 p.m. through 2:00 a.m. Monday
morning.

The period beginning on Monday and running
through the end of the day the following Sunday,
which serves as an accounting unit.

Playslips, ticket stock, and any other operational
supplies required by Retailers to operate their
Retailler Terminals. The term “Consumables”
does not include point of sale promotional items
or Instant Game tickets.

The implementation project during which
The existing systems and terminals used by the



Director

DIVA

DSL

DSL LAN

First Read Rate

Instant Games

Intellectual Property Rights

DSL for games sales and management are
replaced.

The Director of the DSL.

The Delaware Instant Ticket Validation and
Accounting System.

The State Lottery Office of the Department of
Finance of the State of Delaware. .

A local area network (LAN) serving the offices of
the Delaware State Lottery.

A measure of reader performance, especially bar
code reader performance. The measure indicates
what proportion of times the reader returns a
successful read of a legitimate bar code on the
first try. The "first read” event is defined as the
initial effort of an experienced Retailer in the
field to read a bar code, occurring within
approximately a three (3) second time window.

Games sold to the public on pre-printed tickets
containing play data under a latex coating or such
other coating as may be approved by the DSL.
Removal of the coating by the customer reveals
whether or not the customer is a winner. Instant
Game tickets also contain a unique bar code
allowing them to be processed by terminals. The
Instant Games will be administered through the
Retailer Terminals provided by AWL

Any rights with respect to inventions, discoveries,
or improvements, including patents, patent
applications and certificates of invention; trade
secrets, know-how, or similar rights; the
protection of works of authorship or expression,
including copyrights and future copyrights; and
trademarks, service marks, logos, and trade dress;
and similar rights under any laws or international
conventions throughout the world, including the
right to apply for registrations, certificates, or
renewals with respect thereto, and the rights to
prosecute, enforce and obtain damages.



Internat Control System (ICS)

Licensed Video
Lottery Agent

Lottery Gaming System

Management Terminal

MasterLink® System

MUSL

Net On-Line Sales
Non-Traditional
Lottery Games

On-Line Games

On-Line Relailer Terminal

An application provided by AWI that will provide
an audit capability for the DSL of the
MasterLink®  System independently by re-
processing transactions.

Any person licensed by the Director of the
agency to conduct licensed video Ilottery
operations.

The combination of On-Line Game and Instant
Game Ticket pass-through services provided by
AWI’'s MasterLink® system and Video Lottery
Terminal services provided by AWI's Advanced
Gaming System (AGS), described in the Work
Statement, Appendix 1.

The DSL’s personal computer workstations
utilized by DSL staff for games monitoring and
management functions.

AWTLs enhanced MasterLink™  Advanced
Gaming System, including the On-Line Games
Module (OGM) and Information Management
Module (IMM), as described in the Work
Statement, Appendix 1 to this Agreement. The
MasterLink™ System is sometimes referred to
herein as the “on-line system.”

The Multi-State Lottery  Association, an
association of loftery jurisdictions offering
jackpot-style games, including *Powerball” and
other games.

Gross sales minus cancellations and adjustments
for' On-Line Games.

As defined in §3.10.8 and its subsections of

"~ AWT's Proposal.

Games sold through AWI's MasterLink™

System at Retailer locations.

AWT's Xion/M terminat, OmniFlex terminal, or
such other or additional terminals as the parties
may agree are to be supplied under this
Agreement for use by Retailers.



Option(s)

Person

Primary Site

Proposal

Remote Backup Site

Réport

Retailer

Retailer Master File

A feature or capability for which the DSL makes
no schedule or quantity commitments, but which
may, at the DSL’s sole discretion, be included in
or added to the Lottery Gaming System.

An individual, partnership, joint venture,
registered  limited  liability  partnership,
association,  corporation, limited liability
company, trust, unincorporated organization or
any other entity, business or enterprise,
authorized to do business in the State of
Delaware.

AWD's datd center located in at 1575 McKee
Road, Dover, Delaware, as described in §3.1.1 of
the Work Statement.

The proposal submitted by AWI in response to
the RFP, together with all amendments thereto,
A copy of AWI's Proposal is annexed to this
Agreement as Appendix 43.

AWT's secondary data center, located in Sharon
Hills, Pennsylvania, as described in §3.1.2 of the
Work Statement.

Information produced by the MasterLink™
System and AGS, which is viewed via computer,
printed, or saved to a file depending on the needs
of the DSL.

A retail agent licensed to sell tickets by the DSL.
A Retailer who sells On-Line Game tickets as
generated by an On-Line Retailer Terminal and
AWT's MasterLink™ System in response to a
customer's request.  On-Line Refailers also
handle Instant Game ticket validations and other
Instant Game transactions through On-Line
Retailer Terminals. Some busy On-Line Retailers
may have multiple Retailer Terminals on the
$ame premises.

The authority file containing the official list of
Retailers.



Retailer Terminal

Subcontractor

System

Traditional Lottery Games

Validation

Validation Code

Video Lottery Games

Video Lottery Terminal

Video Net Proceeds

AWT's Xion/M terminal, OmniFlex terminal, or
such other terminals as the parties may agree are
to be supplied under this Agreement for use by

Retailers.

For purposes of this Agreement, when creating
obligations or bearing restrictions, the term
“subcontractor” refers to a firm retained by AWI
to provide a material and continuing contribution
to the completion of the project,

A collection of hardware, software, facilities, and
procedural elements which provides useful
services and which produces useful outputs. In
this RFP there are numerous references to
systems, inclusive of references to systems which
are subsystems of other referenced systems. The
immediate context and adjectives or labeis define
which and whose systems are being discussed.
When used without other qualification, “System”
refers to the Lottery Gaming System proposed
AWTI,

As defined in §3.10.4 of AWY’s Proposal and also
includes such games offered by MUSL.

Process by which winning tickets are checked
against computer files, to ensure that the ticket
presented is valid, and that it has not been
redeemed previously. Validations apply to both
On-Line Game and Instant Game tickets.

A security feature of Instant Gaire tickets printed
under the latex (or other) coating,

Games made available at Video Lottery
Terminals located at the three Delaware
horse/harness racing tracks. Games played on
Video Lottery Terminals include variations of
poker, blackjack, pull tabs, instant or line-up
gaines,

The term “Video Lottery Terminal” shail have the
sarne meaning as “Video Lottery Machine” under
29 Del. C. $4803(g).

Amount Played minus Amount Won. The total
amount of credits or cash played less the total



amount of credits or cash won by the players of
Video Lottery Games.

Wager A single bet (set of numbers) for a DSL drawing
in an Oa-Line Game. An On-Line Game ticket
may contain multiple wagers. Also referred to as

a lip]ay.i,

2. Scope of Services

The DSL hereby engages AWI to provide and implement and provide related
support and services for On-line Games and Video Lottery Terminals, instant game pass-through
transactions, including AWT’s MasterLink® SYSTEM, AGS and Retailer Terminals, pursuant to
the terms of the Work Statement, annexed hereto as Appendix 1 and made a part hereof. The
DSL agrees to pay AWI for such services the amounts stated in Appendix 2, annexed hereto and
made a part hereof.

3. Term

(A)  This Agreement shall be in effect from the date of execution herein and
shall continue until seven (7) years after the date that the Conversion is complete or such shorter
period as the DSL may determine due to causes such as termination by the DSL as set forth in
paragraph 4, below (hereinafter “Initial Term”).

(B)  The DSL reserves the right to extend this Agreement at its sole option up
to 2 maximum of five (5) one (1)-year extensions, provided that any such option to extend is
exercised by the DSL at least ninety (90) days prior to the end of the Initial Term, or any
extension thereof, or at a time mutually agreed upon by both parties. The price terms for aﬁy

extensions will be at a rate of compensation to be renegotiated by the parties. (The Initial Term

plus any extensions are collectively the “Term.”)



(C) DSL reserves the right to extend the Initial Term, or any extension thereof,
at the rates and upon terms and conditions then in effect on thirty (30) days notice for one (1) or
more ninety (90) day periods if a different vendor is chosen for a subsequent contract and the
subsequent vendor’s system does not meet the requirement of the DSL.

Exercising these rights shall not be construed as obligating the DSL to repeat the
procurement process for any subsequent agreement or conferring any right or expectation fo
AWTI to continue operating the System after the expiration of any such ninety (50) day period.

4. Tenmination
{A)  Termination For Default
* The DSL reserves the ﬂght to terminate the Agreement and to pursue any and all
legal remedies provided at law, in equity, or in Agreement for default. Default is defined as the

failure of AWI to fulfill its obligations of the Agreement.

In case of default by AWI, the DSL and the State of Delaware may upon thirty
(30) days prior written notice to AWI terminate the Agreement without further liability to the
State, its departments, divisions, agencies, sections, éommissions, officers, agents and
employees, and procure the services from other sources, and hold AWI responsible for any
excess costs occasioned thercby. Before the DSL terminates the Agreement for default,
however, the DSL will take into consideration any “good faith” etforts of AWI to avoid a default
situation, and the DSL will take into consideration whether actions taken after issue of a notice
of termination could permit the Lottery to rescind such notice or provide a reasonable cure
period. Furthermore, before issuing such a notice of default, the DSL will not hesitate to provide
feedback to AWI that unsatisfactory performance of AWTI represents a potential for termination

based on default. In addition to the remedy of Contract termination and all other remedies



available to the DSL hereunder, in the Contract, at law or in equity, the DSL may in its sole
discretion accept partial, incomplete or otherwise non-complying performance, and may deduct
from the price to be paid under the Contract a sum which in the DSL’s determination reasonably
reflects the difference in value between the Contract as it was to _have been performed and as it
was actually performed.

(B)  Termination for Other Than Default

(1)  Temmination Without Compensation

The DSL. may terminate (without compensation) this Agreement
giving AWI thirty (30) days written notice for any of the follbwing
reasons:

(a) If AWI fumished any statement, representation, warranty,
or certification in connection with this RFP or the Agreement
which is materially false, incorrect, or incomplete;

(b) if AWI becomes financially unstable or is not able to obtain
or maintain the financing necessary to perform the Agreement;

(c) If at any time the DSL reasonably determines that the AWI
does not possess adequate financial ability or busiaess stability to
continue to carry out the obligations of the Agreement;

(d) If the AW! or subcontractor, or an officer or owner of a 5%
or greater share of either, is convicted of a criminal offense
incident to the application for or performance of any contract or
subcontract whether in this jurisdiction or in another jurisdiction,

or is convicted of a criminal offense which in the sole discretion of



the DSL reflects on the AWI's integrity. However, the DSL cannot
terminate pursuant to this provision if AWI has terminated its
relationship with the officer, owner or subcontractor within two (2)
days of notice of default;

(e) If any officer, employee, major subcontractor, or agent of
AWT attempts to claim a prize in any DSL game and the DSL
determines that AW did not take reasonable efforts to prevent or
inform all of the affected individuals of such restrictions;

(H If AWT conunits an ethics or integrity violation as defined
in the Agmement; and

(g) K AWI fails to obtain and/or maintain compliance with

paragraph 66(B) of this Agreement.

The DSL and the State of Delaware shall not be liable for any costs incurred if

termination is for any of the causes stated above.

(2)

Termination with Possible Compensation

The DSL may terminate the Agreement upon giving AWI thirty
(30) days written notice for any of the follov.ving reasons:

(a)  In the event the DSL or the State no longer needs the
services or products specified in the Agreement because of
changes in laws or regulations;

(b)  If funds for the purposes specified under the Agreement are

not appropriated by the State.  AWI acknowledges that

continuation of this Agreement is subject to annual appropriation

10



of funds for the purposes specified in the Agreement. If funds to
enable the DSL to effect continued payment under this Agreement
are not appropriated or otherwise made available, the DSL shall
have the right to terminate the Agreement without penalty at the
end of tht;, last period for which funds have been made available.
Written notice of termination under this section shall be given
within thirty (30) days after it is determined that there is
non-appropriation; or
(©) In the event that prices proposed for Agreement
modification or for additional services requested by the DSL
cannot be mutually agreed upon by AWI and the DSL. Both the
DSL and AWT agree to negotiate the prices and any other terms for
additional services in good faith before the DSL terminates the
Agreement pursuant to this provision of the Agreement,
If the Agreement is terminated for one of the reasons stated in this section and where it
his been determined that AWI is due compensation for costs incurred prior to
termination, said compensation shall be limited to reasonable expenses for products,
materials, supplies, and services rendered, for which AWI has not yet been compensated.
The DSL. will make no payments for unfumished work, work in progress, or raw
materials acquired unnecessarily in advance, in excess of the DSL% delivery
requirements, or initiated after receipt by AWT of notice of termination. In addition to the

remedy of Agreement termination and all other remedies available to the DSL hereunder,

in the Agreement, at law or in equity, the DSL may in its sole discretion accept partial,

11



incomplete or otherwise non-complying performance, and may deduct from the price to

be paid under the Agreement a sum which in the DSL’s determination reasonably reflects

the difference in value between the Agreement as it was to have been performed and as it

was actually performed.
5. AWT's Responsibilities as Prime Contractor
AWI will assume sole responsibility and liability for delivery, installation and

maintenance of all equipment, software, support services and other contractual obligations to be
furnished under this Agreement, and will directly make such representation and warranties to the
DSL to which the DSL and AWT may agree, whether or not AWT is the manufacturer or producer
thereof. The DSL will consider AWT to be the sole point of contact with regard to contractual
matters, including payment of any and all charges resulting from the Agreement. AWI may have
subcontractors; however, AWI must accept full responsibility for and will be liable to the DSL
for any such subcontractor's performance.

6. Elements of This Agreement

{(A) This Agreemént shall include as integral parts thereof:
(i) The RFP, including any clarification and amendments (collectively
the “RFP""; and
(i)  AWTI's Proposal, including any clarification and amendments
(collectively the “Proposal”).
(B) Inthe event of a conﬂ‘ict in language between the RFP and Proposal, the
provisions and requirements set forth or referenced in the RFP shall govern. In the event that an

issue is addressed in the Proposal and its clarifications and amendments that is not addressed in

the REP, no conflict in language shall be deemed to occur.

12



(C)  Inthe event of a conflict in language between the RFP or AWT’s Proposal
and this Agreement, the provisions and requirements set forth or referenced in this Agreement
shall govern. In the event that an issue is not addressed in this Agreement, no conflict in
language shall be deemed to occur.

(D)  The failure of the DSL to insist upon strict adherence to any term of the
Agreement shall not be considered a waiver or deprive the DSL. of the right thereafter to insist
upon strict adherence to that term, or any other term, of the Agreement.

(E) The Apreermnent may not be mo&iﬁed, amended, altered, changed,
extended, varied, waived or augmented, except in writing executed by the parties hereto, and any
breach or default by a party shall not be waived or released other than in writing and signed by
the other party.

(F)  Each provision of the Agreement shall be deemed to be severable from all
other provisions of the Agreement and, if one or more of the provisions of the Agreement shall
declared invalid, the remaining provisions of the Agreement shall remain in full force and effect.

7. Audit Requircmehts

AWI agrces to meet the following auditing obligaéions:

(A)  AWIor its parent will have a complete financial audit conducted annually
and will provide a copy of AWI's or its parent’s certified financial statements to the DSL
annually. The audit will follow generally accepted auditing standards (GAAS). AWI will
provide the DSL wftﬁ Securities and Exchange Commission (SEC) 10-K of AWT's parent
company reports as they are iss-ued, together with any other reports required to be filed pursuant

to Section 13 of the Securities and Exchange Act of 1934, as amended.

13



(B)  In addition, AWI will cause to be performed a complete internal conirol
audit of AWI’s DSL operations on an annual basis by an independent certified public accounting
firm. This audit shall be conducted pursuant to Statement on Auditing Standards No. 70, as
issued by the American Institute of” Certified Public Accountants. The DSL will select the firm
to perform the work.  All financial aspects shall be conducted pursuant to the auditing standards

issues by the AICPA. The DSL reserves the right to designate the period to be covered by the

review,

(C) The DSL reserves the right to require the first internal control audit to be

conducted within ninety (90) days after Conversion.

(D)  Both the aforementioned types of audits shall be conducted at AWI's
expense.

(B) AWI is required to maintain its books, records and all other evidence
pertaining to the Agreement in accordance with generally accepted accounting principles
(GAAP) and such other procedures specified by the DSL. These records shall be available to the
DSL, its internal auditors ox external auditors (and other designees) at all times during the Term,
and for three (3) full years from the expiration date and/or final payment on the Agreement or
Term, whichever is later,

8. Cooperation. Of The Parties

AWI and the: DSL agtee to cooperate fully, to work in good faith and mutuaily to
assist each other in the performance of the Agreement. In this connection, the parties will meet
to resolve problems associated with the Agreement. Neither party will unreasonably withhold its

approval of any act or reque st of the other to which its approval is necessary or desirable.

14



9. Indemnification
AWT shall indemnify, defend and hold harmless the DSL, State of Delaware, its

departments, divisions, agencies, sections, commissions, officers, employees and agents from
and against all losses, liabilities, penalties, fines, damages and claims (including taxes), and all
related costs and expenses (including reasonable attorneys’ fees and disbursements and costs of
investigation, litigation, settlement, judgments, interest and penalties), arising from or in
connection with any of the following:

(A)  Any claim, demand, action, citation or legal proceeding against the State,
its employees and agents arising out of or resulting from (i) the products provided or (ii)
performance of the work, duties, responsibilities, actions or omissions of AWI or any of its
subcontractors under this Agreement, and (tii) arising out of or resulting from a breach by AWI
of any representation or warranty made by AWIin the Agreement.

(B) Any claim, demand, action, citation or legal proceeding against the State,

its employees and agents arising out of or related to occurrences AWI is required to insure

against as provided for in this Agreement.

(C) Any claim, demand, action, citation or legal proceeding against the State,
its employees and agents arising out of or resulting from the death or bodily injury of any person,
or the damage, loss or destruction of any real or tangible personal property, in connection with
the performance of services by AWI, by any of its subcontractors, by anyone directly or
indirectly employed. by any of them, or by anyone for whose acts any of them may be liable.

(D) Any claim, demand, action, citation or legal proceeding against the Staté,

its employees and agents which results from an act or omission of AWI or any of ifs

subcontractors in its or their capacity as an employer of a person.

15



These indemnification clauses shall not apply to the extent, if any, that such death,
bodily injury, property damage, or other damages are caused by the negligence or reckless or

intentional wrongful conduct of the State.

16. Performance Bond

At the time of execution of this Agreement and during the first year of this
Agreement, AWI shall submit a performance bond in the amount of $2,000,000. The amount of
the performance bond for the second and subsequent years of the Agreement shall be the sum of
five hundred thousand dollars ($500,000) and the total of all liquidated damages assessed to
AWI during the preceding twelve (12) months of operation under the Agreement. The bond,
renewable annually, must be maintained in full force and effect for the entire term of this
Agreement. The bond may be forfeited to the DSL for AWI's complete failure or refusal to
perform AWT's obligations under this Agreement and may also serve to compensate the DSL for
actual damages, not otherwise covered by insurance.

The performance bond shall be conditioned on the faithful compliance and
performance by AWI of each and every term and condition of the Agreement. Each term and
condition shall be met at the time and in the manner prescribed by the Agreement. Pursuant to
29 Del. C. § 6927(e), the performance bond shall also contain AWI's guarantee to indemnify
and save harmless the State and the agency from all costs, damages and expenses due AWD's

failure to comply and perform the work and complete the Agreement in accordance with the

terms of the Agreement.
Il Insurance

(A)  AWI shall purchase and maintain insurance for claims set in paragraphs

12 through 19 which may arise out of or result from AWT's operations under the Agreement,

16



whether such operations be by AWI or by anry subcontractor or by anyone directly or indirectly
employed by any of them, or by anyone for whose acts any of them may be liable.

(B)  AWI will not fulfill its insurance obligations through a statement of self-

insurance,

(C)  Errors and Omissions Insurance must continue until one year past the term
of the Agreement. All other insurances covered by this section must be effective when
performance commences under the Agreement and continue through the life of the Agreement

and any authorized extensions.

(D)  Cettificates of insurance must be furnished to the DSL Director on date of
Agreement execution, with the exception of the certificate for Errors and Omissions Insurance,
which must be furnished to the DSL Director prior to production start-up.

(B)  The required insurance coverages shall be written for not less than any
limits of liability as required by the Agreement, and shall include contractual liability as
applicable AWT’s obligations under the Indemuification clause of the Agreement.

12. Worker's Compensation Insurance

AWI will maintain insurance for claims under worker's compensation, disability
benefit and other similar benefit acts per statute in each state in which AWI does business.

13. Personal Injury Insurance

AWTI will maintain insurance for claims for damages because of bodily injury,
occupational sickness or disease, or death of AWI’s employees or any third parties.

14, Property Damage Insurance

AWT will maintain insurance for claims for damages because of injury to or

destruction of tangible property, including loss of use resulting therefrom.
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15. General Liability Insurance

AWI shall maintain general liability insurance coverage with limits of not less
than $2,000,000 for injury to any one person, $4,000,000 for any one occurrence of personal
injury and $2,000,000 for any one occutrence of property damage.

16.  Property Insurance
AWT shall maintain insurance on all buildings, furniture, fixtures, computer and
communications equipment used in operating and supporting the Lottery Gaming System in an
amount equal to or greater than the actual replacement cost thereof. Coverage shall include an
All Risk Property Floater to insure personal property including contents, equipment, and mobile
items against fire, theft, collision and flood. The State of Delaware, the DSL,, and Retailers and
State of Delaware licgnsed Video Lottery Agents will not be responsible for insuring any
equipment or facilities included in or associated with AWI’s provision of the Lottery Gaming
System.
17.  Ermors and Omissions Insurance
AWI shall maintain professional liability errors and omissions insurance of not
less than $10,000,000 per claim, to be in force and effect at all times which would indemnify
AWI and.DSL for direct loss which may be incumred due to any error, caused by AWI, its
officers, employees, agents, suppliers, subcontractors, or assigns regardless of negligence.

Brrors and omissions insurance must continue past the Term for one (1) year.

8. Automotive Insurance

AWTI shall maintain automotive liability insurance covering drivers and vehicles
employed in connection with the operation of the Agreement with limits of not less than

$1,000,000 for personal injury to each person and $250,000 for property damage.
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19.  Fidelity Bond
AWI shall maintain a fidelity bond with a limit of not less than $5,000,000

protecting the State of Delaware and the DSL against losses resulting from fraudulent or

dishonest acts by AWI or any officer, employee, or agent thereof. The bond shall be obtained at
the time of the Agresmn.ent's execution.

20. Liquidated Damages
(A}  Inall the below liquidated damages éectjons, the DSL and AWI agree that

it will be extremely Impractical and difficult to determine actual damages which the DSL wili
sustain. The goods and services to be provided under the Agreement are not readily available on
the open market; any bxeach by AWI will delay and disrupt the DSL's operations and will lead to

damages. Therefore, the parties agree that the liquidated damages as specified in all the sections

below are reasonable.

In no case shall liquidated damages be measured in terms of potential lost revenue
or potential lost net profit to the DSL, unless and to the extent that the DSL determines, or
alternatively, that a court of competent jurisdiction determines that actual loss can be measured

precisely and that the written liquidated damages provision is unreasonable and/or unenforceable

as a matter of law.

Assessiment of liquidated damages shall be in addition to, and not in lieu of, such
other remedies as may be available to the DSL. Except and to the extent expressly provided
herein, the DSL shall be entitled to recover liquidated damages under each section applicable to

any given incident and shall act equitably and responsibly and not seek duplicative or other

unreasonable damages.



(B) AWI shall not be required to pay liquidated damages for delays solely due
to matters as enumerated in the section entitled "Force Majeure,” or for time délays specifically
due to, or approved by the DSL.

(C) Al assessed liquidated damages may be deducted from any moneys owed
AWI by the DSL and in the event the arﬁount due AWI is not sufficient to satisfy the amount of
the liquidated damages, AWI shall pay the balance to the DSL within thirty (30) calendar days of
written notification. If the amount due is not paid in full the balance will be deducted from
subsequent payments to AWI At the DSL’ sole option, the DSL may obtain payment of
assessed liguidated damages through one (1) or more claims upon the Performance Bond.

21. Conditions for Termination of Liquidated Damages

As determined appropriate by the Director, the following are the conditions under
which AWI may obtain relief from the continued assessment of liquidated damages which have
been imposed:

(A) Except as waived in wﬁting by the Director, no liquidated damages
imposed shall be terminated or suspended until the AWI issues a written notice verifying the
correctién of the condition(s) for which liquidated damages were imposed, and all of AWTI’s
corrections have been subjected to system testing or other verification at the reasonable
discretion of the Director.

(B)  If appropriate, AWI shall conduct systems testing of any correction as the
Director deems necessary. Such testing shall be developed jointly by the DSL and AW], and

approved by the DSL, including the test script, test environment, and test results.
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(C)  The documentation necessary for verification and approval shall be
determined by the Director. The Director shall be the sole judge of the accuracy of any
documentation provided.

(D) AWTDs notice of correction will not be accepted until the correction is
verified by the DSL.

22. Severability of Individual Liguidated Damages

If any portion of the liquidated damages provisions is determined to be
unenforceable in one or more applications, that portion remains in effect in all applications not
determined to be invalid and is severable from the invalid applications. If any portion of the
liquidated damages provisions is determined to be unenforceable, the other provision or

provisions shall remain in full force and effect.

23.  Waivers of Liguidated Damages
It is expressly agreed that the waiver of any liquidated damages due the DSL shall

constitute a waiver only as to such liguidated damages and not a waiver of any future liquidated
damages. Failure to demand payment of liquidated damages within any period of time shall not
consiitute a waiver of such claim by the DSL,

24, Lottery Gaming System Installation

{(A) Condition
AWT shall complete all installation preparations as required, complete system

testing to the DSL’s satisfaction, pass the DSL’s acceptance testing, and comply with all other

contractual requirements in effect during this period.
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(B) Damages

The Director may impose liquidated damages of $5,000 per day after September
22, 2002 through September 30, 2002 and then $50,000 per day following September 30, 2002
for each calendar day of delay in completion of system testing and acceptance testing and may
assess such damages until system testing and acceptance testing are completed in accordance
with definitions and requirements set forth in the Agreement, and until the Lottery Gaming
System goes into production. In addition, the Director may impose liquidated damages of $500
per day for each and every failure to provide a deliverable or to resolve an acceptance test
problem pursuant to the agreed upon schedule or to comply with ail other contractual
requirements in effect, until such requircmcnt is provided or performed.

25, Retailer Terminal Installation

(A) Condition

AWI shall install Retailer Terminals in accordance with the schedules which are
agreed to by AWI and the DSL. For purposes of this Agreement, a Retailer Terminal shall be
considered to be installed and operational when it has been installed at the designated location, is
in good running and working order, is connected by communications services to the central
computer facility, is capable of processing Wagers, issuing On-Line Games tickets, and/or
conducting validations, and the Retailer has received training which is reasonably deemed
satisfactory by the DSL or AWI has made every reasonable effort to train the Retailer.

(B) Damages

In the eyent that AWT fails to install Retailer Terminals in accordance with the
rautually-agreed upon schedule, the Director may impose liquidated damages in the amount of

$100 per day per Retailer Terminal until installed. For any Retailer Terminal that is not installed
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after fifteen (15) days from the scheduled installation date, the Director may increase the
liquidated damages assessrent to $250 per day per Retailer Terminal for each subsequent day.

. 26, Central Computer_System Down Time for On-Line Games and Instant Games
Pass Through

(A) Condition

The Lottery Gaming System shall be defined torbc "down" if no saleable On-Line
Games tickets can be iésued, or no winning tickets can be cashed through On-Line Retailer
Terminals supported by the Lottery Gaming System. The total time ‘during which a Lottery
Gaming System is down during the operational sale period of each day shall be the sum of all
time during such period when the Lottery Gaming System is "down".

{B) Damages

In the event that the Lottery Gaming System has been “down”, the Director may
impose liquidated damages as a result of the total time during each daily operational sale period
that the Lottery Gaming System is down, except for the first fifteen (15) minutes, according to
the following schedule: Liquidated damages of five hundred dollars ($500) may be assessed for
sach minute, or pro-rated fraction thereof, of Lottery Gaming System downtime. In the event that
three (3) or more downtime incidents in excess of fifteen (15) minutes total have occurred in one
bﬁsiness week, the grace period of fifteen (15) minutes shalk be rescinded, and liquidated

damages shall begin immediately with a subsequent outage in that week.
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27. Censral System Degraded Performance for On-Line Games and Instant Game

Pass -Through

(A) Conditions

AWT's central system shall have "degraded performance” no more than one (1)

hour during the opverational sales period on any day. AWI's central computer system shall be

considered as havinag degraded performance when:

(1)

@)

&)

(4)

(%)

the Retailer Terminals on average exceed the response time
requirements or the MasterLink® System is incapable of meeting
the throughput specifications provided in §3.8 of the Work
Statement attached herein;

the MasterLink® System can only process transactions from less
than 80% of the installed and operational Retailer Terminals;

the MasterLink® System can process transactions from all Retailer
Terminals, but not for all gaming products and Retailer services;
transactions are not logged to at least three (3) media over two (2)
locations prior to the issvance of an On-Line Games ticket; or
critical functions of the MasterLink® System’s management and

administration cannot be conducted by the Management Terminals.

(B) Damages

Whenever the MasterLink® System has "degraded performance” as defined

above, which collectively exceeds one (1) hour per day, liquidated damages may be assessed at

the rate of $1000 per hour or pro-rated fraction thereof. In the event that three (3) or more

degraded performance incidents in excess of one (1) hour total have occurred in one Business
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Week, the grace period of one (1) hour shall be rescinded, and liquidated damages shall begin

immediately with a subsequent degraded performance incident in that Business Week.

28.  Central System Degraded Time for Video Lottery Terminal Support

(A)  Conditien

AWT's central system shall have "degraded performance” for Video Lottery
Terminal support whenever ten percent (10%) or more of the Video Lottery Terminals are
rendered “inoperable “‘due to a central system outage or defect. Inoperable means that the Video
Lottery Terminal is unavailable for play during scheduled play hours.

(B) Damages

Whenever AWI’s central system has "degraded performance" as defined above,
which collectively exceeds three (3) minntes per day, liquidated damages may be assessed at the
rate of $250 per minute or pro-rated fraction thereof.

29, | On-Line and Mid-Range Retailer Terminal Maintenance

(A) AWI shall ensure that “non-operational” Terminals are repaired or
replaced and operational within two (2) hours of notification of a non-operational condition.
Repairs are required only during gaming operating hours. A Retailer Terminal is considered
non-operational if Wagers cannot be taken or validations cannot be performed.

For less critical failures (e.g. marketing displays) that do not render the Retailer
Terminal non-operational as defined above, AW has twenty four (24) hours to complete a repair
from the time of notice by the Retailer.

(B) If there has been maintenance delay beyond the allowable two (2) hours
for non-operational Retailer Terminals, the Director may impose liquidated damages of $50 per

Retailer Terminal per hour or pro-rated fraction thereof. For Retailer Terminals with less critical
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failures, the Director may impose liquidated damages of $100 per day or pro-rated fraction

thereof, until a repair has been completed.

30. Lack of Retailer Terminal Preventive Maintenance

Each Retailer Terminal provided shall have a preventive maintenance cycle
established by the manufacturer and accepted by the DSL. For each event of neglected

preventive maintenance, liquidated damages of $100 may be assessed by the Director.

31. Deficient Terminal Field Service or Hotline Performance

(A) AWI shall employ sufficient resources and inventory to meet the
performance standards for Retailer Terminal field service and hotline operations set forth in
paragraph 29 of this Agreement and § 3.5.4 of the Work Statement. Within thirty (30) days after
notification from the DSL that this performance standard is not being met, AWI shall employ
such additional resources as are nece;sary to meet the performance standard.

(B) I AWI does net bring deficient performance up to the applicable
standards specified within thirty (30) days of notification hereunder, the DSL may impose
liquidated damages in the amount of $500 per day until performance is in compliance.

32, Failure to Provide System Components, Enhancements and Modifications

(A)  Traditional Lottery Games

(D AWT shall modify existing On-Line Games or instail additional
Traditional Lottery Games pursuant to this Agreement and within
the reasonable time frame authorized by the Director, unless an
extension is authorized in writing by the Director. This time frame
will follow extensive discussions with AWI and take into account

the reasonable time frame for AWI to implement a change
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(2)

permitting the highest product and service quality consistent with
sound systems engineering principles and required acceptance
testing. In addition, AWI will complete an acceptance test of the
required modification or addition to the On-Line Gaming System,
and receive the Director’s written approval of such test, within the
time frame specified.

The Director may impose liquidated damages of up to $5,000 per
day that such modified or additional game is not installed within
the time frame authorized by the Director. AWI is not obligated
for liquidated damages if the Director opts to release the change at

a later time than provided in the agreed-upon schedule,

(B) Lottery Gaming System Modifications (Non-Game Changes)

(H

AWT shall install and/or modify equipment, software, or processes
as agreed upon in the Agreement, as reasonably authorized by the
Director, unless an extension is authorized in writing by. the
Director. This time frame will follow extensive discussions with
AWTI and take into account the reasonable time frame for AWI to
implement a change permitting the highest product and service
quality consistent with sound systems engineering principles and
the required acceptance testing. AWI must complete an acceptance
test of the required modification or addition to the Lottery Gaming

System, and receive the Director’s written approval of such test,

within the time frame specified.
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) The Director may impose liquidated damages of up to $1,000 per
day for each day that the component or modification is not
installed. AWI is not obligated for liquidated damages if the
Director opts to release the change at a later time than the agreed-
upon schedule.

33.  Timely and Accurate Reports or Files

(A) AWT shall produce and deliver timely, sufficient and accurate reports and
files within the specified time frames and descriptions in the Agreement. Reports, tapes and files
shall be produced and delivered on both a scheduled and on-request basis according to the
schedule approved by the DSL.

(B) For each late, insufficient, or inaccurate report or file, the Director may
impose liguidated damages in the amount of $100 per day, or pro-rated fraction thereof, per
report or file until the report or file is provided, made sufficient or corrected.

34. Unauthorized Software/Hardware Modifications

(A)  AWI shall not modify any software or hardware in the Lottery Gaming
System without the prior written consent of the Director.

(B) If AWI modifies any software or hardware in the Lottery Gaming System,
without the prior written approval of the Director, the Director may issue a written order that the
éhangc or modification be removed and the Lottery Gaming System be restored to its previous
operating state at AWI's expense. This condition does not include replacement of a Lottery
Gaming System component with an essentially similar component in the event of necessary

maintenance. Further, the Director may impose liquidated damages in the amount of $5,000 per

violation of this paragraph.

28



35.  Unauthorized Access
(A)  AWI shall prevent persons not authorized by the Director from accessing
AWT's computer facility or the On-Line Gaming System, its data or software.
(B) If AWI fails to prevent unauthorized access, the DSL may impose
liquidated damages of $5,000 for each incident of unauthorized access by an unauthorized
person. An incident shall be defined as each and every act which permits access by an

unauthorized person.

36. Video Lottery Monitoring Failure

(A)  AWI shall maintain central monitoring and reporting for the Video Lottery
Terminals through its Site Controllers- and a communications network to the AGS. This
monitoring and reporting rmust be made available to Management Terminals.

(B) In the event that monitoring and reporting for Video Lottery Terminals
fails, the Director may assess liguidated damages to the DSL, following a two (2) hour grace
period, of one thousand dollars ($1,000) per hour times the percentage of the Video Lottery
Terminals affected by the failure.

37. Retailer Supply Shortage

(A)  AWT shall provide and maintain adequate quantities of Retailer supplies
including, but not limited to, On-Line Games ticket stock, play slips, printer supplies, paper
stock, and other necessary supplies and Consumables for all On-Line Games. This provision
does not include the handling or delivery of Instant Game tickets.

(B)  Inthe event that Retailers become unable to sell or validate On-Line Game

tickets due to AWI’s failure to provide adequate supplies as specified herein, AWT shall pay to
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the DSL as liquidated damages, on a daily basis, two hundred doilars ($200.00) per Retailer

disadvantaged by AWT’s failure to provide supplies.

38. Failure to Report Incidents and Unrecorded Winning Tickets
(A)  AWI will report all incidents related to the operation of the Lottery

Gaming System, prior to the start of each Business Day, for events that took place during the

previous twenty-four (24) hour day. All reports and notifications shall be in written format and

must be sent by courier or faxed directly to the Director or his designee. At a minimum, each of

the following types of events shall require a written report:

)]
@
3
@
(5)
©®
)
(8)

Lottery Gaming System take-over situations,

Major communications failures;

Significant operator errors;

Out of balance conditions,

Emergency software or hardware changes;

Security violations;

Other conditions as defined by memorandum of understanding; or
Any situation which may cause the general public to become

alarmed and/or which may damage the integrity of the DSL.

(B) In the event that AWI fails to report incidents as required herein, AWI will

pay liquidated damages to the DSL in the amount of one thousand dollars ($1,000) per day, or

prorated fraction thereof, until an incident is correctly reported.

(C)  AWI will be liable for all winning On-Line Games tickets issued by the

Lottery Gaming System and presented for redemption which are not identified as valid, winning
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sold On-Line Game tickets on the ICS files furnished to the DSL by AWI, and for which the

DSL becomes liable for payment.

39. Equipment and Software Changes and Upgrades to the Lottery Gaming System

AWT's services under this Agreement shall include:.

(A)  Fixes to all Lottery Gaming System software and hardware errors and
design defects; and improved versions of the hardware and software to sustain performance or

correct performance problems, to otherwise meet or continue to meet defined requirements under

this A greement for the eatire Term.

(B)  Maintaining Lottery Gaming System and Retailer Tegninal hardware and

software elements with "supported releases” from AWI. This includes, but is not limited to, all

equipment the MasterLink® System and AGS, software for network operations, for Managen:;ent

Terminals, network management system, database and reporting software, project management

system, accounting system, and hardware diagnostics. At the time AWI is notified by a supplier

that a release is scheduled to have support dropped, it will be AWI's obligation to acquire and
install an appropriate upgrade or replacement (with the DSL's approval).

(C)  Equipment and software changes necessary simply to support increased
volumes of transactions from the existing Retailers and horse/harness racing tracks are to be
included in the base pricing hereunder.

(D)  Software changes for scheduled administrative reports, ad hoc reports,
screen displays, other features required for DSL to manage the gaming systems, and software for
existing On-Line Game enhancements and Traditional Lottery Games (but not necessarily any
new equipment or services, as addressed in the next section). Any Traditional Lottery Games

software made available to any of AWI’s clients shall also be made available to the DSL.
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(E)  Changes and enhancements which exceed what is required of AWI in this
Agreement (and which are not otherwise accommodated by the above or by the pricing method)
such as providing Non-Traditional Lottery Games, newly available terminal peripherals, new
terminal types, new Retailer user interface features, build-outs at new locations, new capital
equipment, facilities, third-party software licenses or substantive maintenance and/or service
additions or changes will have terms and price negotiated by the parties. When the DSL desires
any additional changes or enhancements which exceed what is required of AWI in this
Agrleement, such as above, it shall notify AWI of the request. AWI’s response to this request
shall state whether the change or enhancement shall cause an alteration in the price of AWI's
performance under this Agreement. Any equipment made available to any of AWT's customers
shall also be made available to the DSL consistent with the terms of this Agreement.

(F) AWDXI's configuration management system and practices shall preclude
unauthorized changes to the Lottery Gaming System. Any engineering changes or variations
from the designs and specifications of the Agreement, RFP and the Proposal must be approved in
writing by the Director prior to installation or implementation.

The DSL extends the right of approval to the software operating system releases
provided for the Lottery Gaming System, and to all other third-party products employed by AW1
in the delivery of the Lottery Gaming System.

40.  Ownership of Materials and Intellectual Property
(A) Ownership of all data, documentary material, and operating reports

originated and prepared for the DSL pursuant to this Agreement shall belong exclusively to the

DSL.
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(B) Ownership of MasterLink™ System, ICS, AGS, all Retailer Terminals
and all related computer materials and equipment and software shall be held by AW, .

(C) The DSL acknowledges AWT's proprietary rights in and to the
MasterLink™ System, ICS and AGS, all Retailer Terminals and all related computer materials
and equipment and software, as well as the specifications and details of the hardware and the
software heretofore or hereafter created by AWI for operation of the MasterLink™ System, ICS,
AGS, all Retailer Terminal s and all related computer materials and equipment and software and
further acknowledges a survival of such rights in AWI under the terms of this Agréement and
agrees to maintain the confidentiality thereof and to render such assistance as may be required by
AWI to protect and preserve AWI's interests therein.

(D) The DSL acknowledges that AWL's Intellectual Property Rights that are
associated with the MasterLink® System, ICS, AGS and Retailer Terminals and all related or
associated software, hardwrare, or otherwise are and will remain AWI's Intellectual Property
Rights. To the extent cons istent with the terms of this Agreement, AW agrees to grant the DSL
a non-exclusive, non-transferable license to use the aforesaid intellectual property rights that are
associated with the Lottery Gaming System for the Term of this Agreement. With the exception
that said license may be transferred to any agency of the State of Delaware that is approved to

‘operate lottery games rin the State of Delaware and such license shall provide for the terms of
continued use by the DSL affter the Term of this Agreement.

(E)  Before Conversion, delivery to the DSL, or to a DSL-approved escrow
agent, is required of a complete set of AWI 's software source programs, program object code,

operations manuals, service manuals, written procedures, and any such other materials necessary

for the DSL. to operate the Lottery Gaming System. The software source and object programs
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can be delivered on mutually agreeable media, This stipulation includes all software executed on
the equipment pertaining to the contracted Lottery Gaming System. Installation packages for
third party software products licensed by AWI must be included. Licenses must be transferable
to the DSL. These materials would allow the DSL to continue operations in the event the AWI
becomes unable to perform, and to confirm that only authorized software is installed on the
Lottery Gaming System,

(F) As Lottery System changes are implemented, both the change and change
documentation shall be provided to the DSL to continue the DSL’s protection. Changes to DSL’s

copy of these materials must be effected within one (1) week of installation in production

operations.

(G)  The DSL must be granted access to these materials at its sole discretion

and consistent with the rights and obligations contained herein.

41.  Right of Use
If for any reason other than a breach of this Agreement by the DSL, AWI should

lose its ability to service this Agreement, the DSL shall retain thé right to use the equipment,
facilities, software, licenses and documentation for those items owned by AWI and which are
necessary to provide the contractual services required under this Agreement. This right shall be
limited to the right of the DSL to possess and make use of such items solely for the use and
benefit 6f the State of Delaware in maintaining, altering and improving the operational
characteristics of the programs and systems being furnished by AWI under this Agreement. In
such event, all sofiware programs, documentation, operating instructions, facilities, hardware,

and the like, including modifications or alterations thereof, shall be maintained in confidence by
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the DSL and shall be returned together with all copies to AWI when their use has been

completed.

42. T'icket Purchase and Prize Payment Restrictions

(A)  No officer or employee of AWI or of any subcontractor, and no owner,
director, partner, spouse, child, brother, sister or parent or other person residing in the principal
place of abode of any such individual shail purchase a DSL ticket or be paid a prize in any DSL
game. AWI agrees to ensure that this requirement is made known to each officer and employee

of AWI and of any subcontractor.

(B) AWI will provide a list of employees assigned to provide services under
this Agreement, together with their Social Security numbers within thirty (30) days of execution
of this Agreement. The DSL agrees lo treat said Social Security numbers as confidential

information under paragraph 65 of this Agreement.

43, Force Majeure

(A) A Force Majeure occurrence is an event or effect that cannot be
reasonab_ty anticipated or controlled and not due to the fault or negligence of the non-performing
party. As herein used, Force Majeure means acts of war; terrorism; action of the elements;
governmental interference; rationing; interruption or curtailment of utilities, transportation
services, or telecommunications services; or any other cause which is beyond the control of the
party affected and which, by the exercise of reasonable diligence, that party is unable to prevent.

(B)  Neither AWI nor the DSL shall be liable to the other for any delay in or
failure of performance under this Agreement due to a Force Majeure occurrence. Any such
delay in or failure of performance shall not in and of itself give rise to any liability for damages;

however, the DSL may elect to terminate the Agreement for cause should its continuing
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operations, in its sole judgment, be materially threatened by reason of extended delay or failure
of performance.

(C) The existence of such causes of such delay or failure shall extend the
period for performance to such extent as reasonably determined by the Director to be necessary

to enable complete performance by AWI if reasonable diligence is exercised after the cause of

delay or failure has been removed.

44,  Security Program
Prior to operations under this Agreement, AWI shall establish a physical and

software security program for the entire Lottery Gaming System, subject to the prior written
approval of the Director. This program may be updated, reviewed, and approved annually by the

Lottery. AWI shall adhere to the following security elements:

(A)  Submitting initially for any AWI employees assigned to support or operate
the Lottery Gaming System, inforntation as requested in the background investigation as well as
such prospective employees. The DSL may extend this requirement to include any officers and
employees of AWI and any subcontractors involved in any way in the implementation,
installation and operation of the Lottery Gaming System. The DSL may also extend this
requirement to include investors and owners of AWI as it deems appropriate. Criminal history
checks are currently conducted through an existing agreement between the DSL and the
Delaware State Police. Specific procedures for accomplishing this will be delivered by the DSL
to AW

(B) In the event that any person, or group of persons, acquires directly or

indirectly the beneficial ownership (as defined by Securities and Exchange Commission

Regulation § 240.13d-3) of 5% or more of the owncrship interest in, or any class of equity
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securities of, AWI, the DSL must be notified in writing of such event. Background investigation
may be required for these new owners and if the investigations are unsatisfactory, the DSL may,
at its option, terminate the Agreement after providing thirty (30) days written notice to AWL

(C) AWI and subcontractor employees will be required to sign a non-
disclosure agreement (NDA) with the DSL.

(D)  AWI shall immediately report any security procedural violation, violation
of law (e.g. theft), or disappearance of any play slips, On-Line Games ticket stock, vé]idation
files or other equipment, software or material used or to be used in the performance of this
Agreement. The report shall be delivered personally or by telephone to the Director or his
designee, followed by a letter addressed to the DSL. Failure to report may lead to liquidated
damages provided in paragraph 38(B) of this Agreement.

(E)  AWI shall report any change in, addition to, or-deletion from, such
information disclosed to the DSL. The report shall be in the form of a letter addressed fo the
Director and shall be delivered within thirty (30) days of the effective date of the change,
addition, or deletion. AWI will report the involvement of any of the AWI's employees, owners,
or agents that are assigned to support or operate the Lottery Gaming System in any known
criminal arrest (exclusive of minor traffic violations), indictment, or investigation, or any such
action or event reasonably related to the sccurity, integtity, or image of the DSL.

Failure to report may lead to liquidated damages as defined in paragraph 38(B) of

this Agreement.
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45. Taxes, Fees and Assessments

AWT agrees to pay all taxes, fees and assessments upon the Lottery Gaming
System, however designated, levied or based. The State of Delaware is exempt from state and
local sales and use taxes on the services provide pursuait to this Agreement.

46.  News Releases
AWI agrees that it will not issue any news releases pertaining to the performance
of this Agreement without prior written approval by the DSL, and then only in accordance with
the expliéit written instructions from the DSL. No results of the DSL program are to be released

without the prior approval of the DSL and then only to person designated. -

47.  Advertising

AWI agrees not use the DSL’s name, logos, images, nor any data or results
arising from the procurement process or this Agreement as part of any commercial advertising
without prior written approval by the DSL.

48.  Hiring of DSI, Personnel
AWI agrees that during the first year of the Initial Term of this Agreement, AWI

shall not make any employment offer or propose any business arrangement whatsoever to any
DSL employee. If AWIT violates this provision, the DSL may terminate this Agreement.

49, Ethics and Integrity

AWI will meet high standards for ethics and integrity under this Agreement.

Accordingly, AWI agrees that:
(A) it or its employees shall accept no pay, remuneration, or gratuity of any

value for performance on or information derived from the performance of this Agreement from
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any party other than the DSL as described in this Agreement, or from any party under contract to
the DSL or seeking to contract with the DSL with respect to this procurement.

(B} it or its employees shall not offer or give any gift, gratuity, favor,
entertainment, loan, ér any other thing of material monetary value to any DSL employee.

(C) it or its employees shall not disclose any of the DSL’s business sensitive
or confidential information gained by virtue of this Agreement to any third party without the

consent of the Director.

(D) it or its employees shall take no action in the performance of this
Agreement to create an unfair, unethical, or illegal competitive advantage for itself or others.

(F) it or its employees shall not have any financial or personal interests other
than the interest in this Agreement in any other financial relationships relating to this project

without the explicit written consent of the Director.

50.  Production Acceptance Test

For violation of the above provisions, on behalf of the DSL, the Director may

terminate the Agreement, receive restitution from AWI, or take any other appropriate actions

against AWL

(A)  The DSL will conduct a series of acceptance tests to fully determine the
passing or failing of AWT’s installation in accordance with the specifications of this Agreement
and the RFP, Failure of AWI to pass these tests may result in AWI having to make corrections,
delay Conversion, pay liquidated damages, or pay up to the full amount of the performance bond.

(B)  The Lottery Gaming System will be tested for each and every requirement

of this Agreement. AWI will assist in arranging such tests. The DSL, at its reasonable
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discretion, will determine whether performance against the acceptance tests is adequate, and
whether-Conversion can proceed as scheduled.

(C)  Passing an acceptance test in no way removes the obligation of AWI to
meet, and to continue to meet, all requirernents of the Agreement throughout the Term.

51. ‘Conversion.at Termination of this Agreement

(A) It is contemplated that DSL, approximately one (1) year prior to the
expiration of the Term of this Agreement or any extension thereof, will award a new contract for
replacement of AWT’s Lottery Gaming System. The parties acknowledge and agree that the
DSL may utilize the last one hundred eighty (180) days of this Agreement or any extension
thereof for conversion of Retailer Terminals to the replacement gaming system.

(B)  The DSL shalt be solely responsible for the identification of and time for
conversions of Retailer Terminals, and AWT agrees to cooperate fully and in good fz;ith in said
conversion. Cooperation may include, but not be limited to, sharing of Retailer files, validation
files, and cross-validation of winning On-Line Games tickets, AWI agrees to remove all its
equipment and materials relating solely to the Lottery Gaming System from each Retailer
location, from the racetracks and DSL property within seven (7) calendar days after the final
conversion to the new gaming system. Equipment and materials not so removed by AWI shall
be considered abandoned and shall be disposed of at the DSL’s discretion, the cost of AWI, and

in conformity with any applicable manufacturer specifications or restrictions.

52. Authority of DSL

On all questions concerning the interpretation of specifications, the acceptability
and quality of material furnished and/or work performed, the classification of material, the

execution of the work, the determination of payment due or to become due, and the assessment
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of liguidated damages, the decision of the DSL shall be final and binding. The foregoing

sentence shall not, however, limit or restrict in any way AWI's right to seek legal redress in an

appropriate court, or otherwise.

53.  AWI Staffing

The DSL reserves the right to review and, if necessary, reject any employee of
AWI who is assigned to this Agreement, either at inception of this Agreement or during the
Term. In addition, the DSL may require AWI to provide minimum levels of staffing or service
to meet the performance requirements as set out in this Agreement. Within ninety (90) days after
notification from the DSL. that AWL has failed to provide minimum levels of staffing or service
to meet the performance requirements as set out in this Agreement, AWI shall employ such
additional resources as are necessary to meet the performance standards. If AWI does not
provide minimum levels of staffing or service to meet the performance standards as set out in

this Agreement, the DSL, at the end of such ninety-day (90) period, may terminate this

Agreement.

54.  Subcontractor Approval
Any proposed subcontracts shall be subject to the prior approval of the DSL.

AWI shall replace subcontractors found by the DSL to be unacceptable.

55. Compensation During Con version

During Conversion, AWI will only receive compensation from the DSL under its

prior agreement with the DSL, dated April 26, 1994, and subsequently amended, which shall be

in effect through Conversion.
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56., Compensation During Contract

Following Conversion, AWI will be compensated by submitting invoices which
correspond to the DSL’s weekly business and accounting cycle according to the provisions of
Appendix 2 annexed hereto and made a part hereof. The submitted invoices will be confirmed
by the DSL based on Internal Control System (“ICS”) reports and other management and
accounting reports. Confirmed invoices will be paid by the DSL within thirty (30) days of
receipt. AWI acknowledges that the State of Delaware’s fiscal year is July 1 through June 30
and that payments from the DSL to AWI in any given fiscal year are contingent upon enactment

of appropriation legislation.

57. Intellectual Property Indemnification and Defense

AWI agrees that it shall only provide for the use of any patented design, material,
or process to be used or furnished under this Agreement by suitable legal agreement with the
patentee or owner, and shall file a copy of any necessary agreements with thie DSL. AWI agrees
to indemnify, defend and save harmless and to defend all legal or equitable actions brought
against the DSL, State of Delaware, any agency, officer and/or employee of the State, for and
from all losses, damages (including taxes), and all related costs and expenses (including
reasonable attorneys fees) for claims of lability which may result from the agency’s use of any
Intellectual Property Rights under licenses granted by AWI, and for any claims resulting from
AWT's use of third party Intellectual Property Rights. If AWI promptly notifies the DSL in’
writing of a third party claim against the DSL that any deliverable infringes a copyright or a
trade secret of any third party, AWI will defend such claim at its expense and will pay any costs

or damages that may be finally awarded against the DSL. [If any deliverable is held to be

infringing, AWT shall at its expense and option either (a) procure the right for the DSL to
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continue using it, (b) replace it with a non-infringing equivalent, or (c) madify it to make it non-
infringing.

If the actions in clauses (a), (b) and (c) are not commercially practicable, the
infringing deliverable may be returned and the DSL will be refunded the fees paid for such
deliverable, as well as any applicable liquidated damages. AWI will make every reasonable
effort to explore options (&), (b) and (¢) prior to returning the fees paid, paying the applicable
damages and receiving the deliverable from the DSL. The foregoing remedies constitute the
DSL’s sole and exclusive remedics and AWDs entire liability with respect to infringement.

58. Egqual Opportunity

AWI agrees that it will comply with all provisions and current executive orders of
the Governor of the State of Delaware on Equal Employment Opportunity, together with all

other applicable state, federal or local laws, rules and regulations.

59. Attachment OF Third Party Systems, Terminals, Or Products

(A)  The DSL reserves the right to attach to the Lottery Gaming System or

otherwise install: terminals, terminal peripherals, software, products, or systems other than those

required by this RFP and Agreement.

(B)  AWI shall be required to supply to the DSL, specifications to perinit other
products to carry out all functions and capabilitics desired by the DSL. AWI shall provide
suppoit to the DSL in conducting future procurements for additional products including
providing facilities and support to allow other vendors to attach or install and test products
during the evaluation process. The DSL will monitor progtess to ensure full cooperation.

(C)  Imespective of anything above, however, AWID’s Intellectual Property

rights shall be protected by appropriate confidentiality agreements.
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(D)  Should the DSL propose to add terminals, products, systems, or services
not supplied by AWI under this Agreement or the RFP, but for which AWI would gain
responsibility, appropriate remuneration to AWI will be negotiated by the parties.

60.  Governing Law and Disputes

(A)  This Agreement shall be govemned by and construed in accordance with
the laws of the State of Delaware. AWI consents to the jurisdiction of the courts of the State of
Delaware with respect to legal actions or proceedings arising hereunder.

(B) In the event that any dispute arises between the parties with respect to the
performance which is required of AWI under the Agreement, the Director shall make a
determination in writing and send it to AWI. That interpretation shall be final, conclusive and
unreviewable in all respects, unless AWI within thirty (30) days of receipt delivers to the
Director a written appeal. The decision of the Director on any such appeal shall be made within
thirty (30) days and shall be final and conclusive and AWI shall thereafter with good faith and
due diligence render such performance as the Director has determined is required of it unless
AWI determines to make such claims as it may desire before the appropriate court of competent
jurisdiction. Pending a final judicial resolution of any such claim, AWI shall proceed diligently
and in good faith with the performance of the Agreement as interpreted by the Director and the
DSL shall compensate AWI pursuant to the terms of the Contract.

61. Amendments/Merger

This Agreement constitutes the entire agreement between the DSL and AWI with
respect to the subject matter hereof. This Agreement may be amended only by the signed,

written agreement of both parties thereto.
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62.  Benefit
This Agreement is solely for the benefit of the DSL and AWL
63.  Notice
The parties agree that all notices given pursuant to the terms of this Agreement
shall be sufficient if in writing and shall be effective when received by the addressee. Until
notified otherwise, notices or communications shall be sent to the following address or such
other address as may be designated from time to time by the parties in writing:
{a) As to the DSL.:
Director
Delaware State Lottery

1575 McKee Road, Suite 102
Dover, Delaware 19904

(b) Asto AW
Chief Operating Officer
Automated Wagering International, Inc.

1255 Broad Street, Suite 200
Clifton, New Jersey 070134219

64.  Assignment
The Agrc;ement may not be assigned, transferred, conveyed, sublet, or otherwise
disposed of without previous written approval of the DSL. Any purported assignment in
violation of this Section shall be null and void. Further, AWI may not assign the right to receive

moneys due under the Agreement without the prior written consent of the DSL.

65. Confidential Information

(A} AWI, its officers, employees, agents, representatives, and subcontractors,
shall not disclose to any other person or entity any information pertaining to DSI. methods,

systemns, programs, procedures, or operations at any time without prior written approval of the
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DSL, except as may be necessary in its performance of this Agreement. The DSL, its officers,
employees, agents, representatives, and contractors, to the extent permitted by law shall not
disclose to any other person or entity any confidential, secret, or proprietary information or
know-how, concerning the equipment, programming, software, trademarks, trade or commercial
secrets, of AWI or its subcontractors, at any time without the express prior written approval of
AWI, except as may be necessary in its performance of this Agreement.

(B) In the event that any demand, claim, action, or proceeding of any nature
whatsoever is made, asserted, or instituted that has as its purpose or object, or may have as its
consequence, the disclosure to any person of any of the information referred to herein, each party
shall immediately: notify the other party thereof;, upon request, join and support the other party
should the other party seek any stay, injunction, restraining order, protective order, declaratory
judgment, or any other form of interim or permanent relief, order, or judgment whose object is to
avoid, prevent, delay, or limit the disclosure of such information; and shall not disclose such
information unless, until, and only to the extent required to do so, by the final order of a judicial,
legislative, executive or administrative authority having actual jurisciiction thereof.

66. Background Investigations During The Coniract

(A)  The DSL may initiate investigations into the backgrounds of any officers,
principals, investors, owners, subcontractors, employees, or any other associates of AWI, as it
deems appropriate. Such background investigations may include fingerprint identification by the
Delaware State Police, the Federal Bureau of Investigation or the appropriate non-U.S.
equivalent. By signing this Agreement, AWI consents to cooperate with such investigations, and

to instruct its employees to cooperate. The DSL may terminate the Agreement based upon
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adverse results of these background checks. The ability to conduct such investigations is a
continuing right of the DSL throughout the Agreement.

(B)  AWI agrees to cooperate in good faith with the Delaware Lottery and
Video Lottery Enforcement Unit regarding technology provider background investigations
conducted pursuant to 29 Del. C. § 4805 (a) (17). The failure of AWI to obtain or maintain its
status as a licensed technology provider during the Term of the Agreement will result 1:n
termination of the Agreement. AWTI agrees that the DSL has a continuing right to conduct and
update background investigations during the term of this Agreement. AWT understands that such
investigaﬁons may include fingerprint and criminal history searches by state or federal agencies.
AWI agrees to instruct its employees to cooperate with DSL background investigations under

this section.

67. Covenant Against Contingent Fees

AWI warrants that no person or selling agency has been employed or retained to
solicit or secure this Agreement upon an agreement or understanding for a commission,
. percentage, brokerage or contingent fee, excepting bona fide employees or bona fide established
commercial or selling agencies retained by AWI for the purpose of securing business. For
breach or violation of this warranty, the DSL shall have the right to terminate the Agreement in
accordance with the termination clause, and in its sole discretion, to deduct from the Agreement
any price or consideration or otherwise recover the full amount of any such commission,
percentage, brokerage or contingent fee.

68, Systems For Exclusive Use Of The DSL

AWI will provide the Lottery Gaming System exclusively for the use of the DSL.
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69. Compliance With Association Standards

All serviécs, products, systems, and procedures to be employed by AWI will
comply with the issue of game security standards current at the time of Agreement performance

as issued by any association--such as the MUSL--of which the DSL is a member.

70.  Funding Out Clause
If sufficient support is not appropriated by the Delaware General Assembly or
other appropriate federal or state agency to sustain in whole or in part, the DSL’s performance

under the Agreement, or it such support is reduced such that it is insufficient to sustain said

performance, the Agreement.

71.  Bonds and Insurance

(A)  All required bonds (if bonds) and insurance must be issued by companies
which are at least A rated by A.M. Best & Co., are duly licensed, admitted, and authorized to do
business' in the State of Delaware and are acceptable to the DSL. Required coverages must be
put into effect as of the effective date of the Agreement and must remain in effect throughout the
term. AWI must submit copies of each required insurance contract or certificates attesting to
such insurance coverage, and any renewals thereof, to the DSL. The DSL must receive thirty .
(30) days advance written notice of cancellation, termination, or failure to renew any policy.

(B) AWI] shall purchase adequate insurance for the performance of the
Agreement as provided in this Agreement and, pursuant to paragraph 9 hereof, agrees to
indemnify and save harmless and to defend all legal or equitable actions brought against the
State, any. agency, officer and/or employee of the State, for and from all claims of liability which

is or may be the result of AW ’s actions during the performance of the Agreement. The purchase

or non-purchase of such insurance or the involvement of AWI in any legal or equitable defense
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of any action brought against AWI based upon work performed pursuant to the Agreement will
not waive any defense which the Staﬁe, its agencies and their respective officers, employees and
agents might otherwise have against such claims, specifically including the defense of sovereign
imimunity where applicable, and pursuant to 29 Del. C. § 6929, the State and all agencies,

officers and employees thereof shall not be financially responsible for the consequences of work
performed, pursuant to the Agreement.

72.  Conversion Completion Date
Conversion shall be completed by October 1, 2002.

73. Scope Of Agreement

The use of the word “Agreement” shall include appendices that are attached to the
Agreement and incorporated herein. The following are appendices which are incorporated in this
Apgreement: Appendix 1- Work Statement; Appendix 2 — Costs and Térms; Appendix 3 - AWT’s
Proposal; and Appendix 4 — the RFP. If the scope of any provision of this Agreement is
declared to be too broad in any respect whatscever to permit enforcement to its full extent, then
such provision shall be enforced to the maximum extent permitted by law, and the parties hereto
consents and agrees that such scope may be judicially modified accordingly and that the whole
of such provisions of the Agreement shall not thereby fail, but the scope of such provisions shall

be curtailed only to the extent necessary to conform to law.

49



SEP-2§=-2001 Di:V7PH  FROM-Anchor Saming Licwnging T0280564TB T-401 P.UBZ/00Z  F-243

IN WITNESS WHEREOF, the parties hereo have caused this Agreement to be

executed as of the day and year first above writien.

DELAWARE STATE LOTTERY OFFICE AUTOMATED WAGERING
INTERNA L1
%m |
Nmnc

Name: Wdyne Lmnons
Title: Director tle:  Zhief Operating Officer
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FIRST AMENDMENT TO THE AGREEMENT BETWEEN THE STATE
LOTTERY OFFICE OF THE STATE OF DELAWARE AND AUTOMATED
WAGERING INTERNATIONAL, INC. DATED SEPTEMBER 25, 2(101

This First Amendment to the Agreement, dated as of September 25, 2001, is made and
entered into, effective as of September 22, 2002, by and between the State Lottery Office of the
State of Delaware (the “DSL™), and IGT OnLine Entertainment Systems, Inc.. formerly known
as Automated Wagering International, Inc., a corporation organized and existing under the laws

of the State of Delaware with offices at 1255 Broad Street, Clifton, New Jersey ("IGT Systems™).

WITNESSETH:

WIHEREAS, the DSL and IGT Systems have entered into an Agreement, dated as of
September 25, 2001, (the “Agreement™) under which the DSL engaged [GT Systems to provide
and implement, and furnish related support and services for, On-line Gumes, Video Lottery
Games, and Instant Game pass-through transactions; and

WIHEREAS. pursuant to paragraph 39(E) of the Agrecement, the DSL bhas the right to
request changes and enhancements which exceed what is required ol IGT Systems under the
Agr.ccmcnl subject to terms and prices to be negotiated by the parties; and

WHEREAS, pursuant to paragraph 61 of the Agreement, the partics have the right to
amend the Agreement; and

WHEREAS, the DSL has requested certain changes and enhancements from IGT
Systems and IGT Systems has agreed to provide those changes and enhancements pursuant to the

provisions of this First Amendment.



NOW THEREFORE, in consideration of the foregoing and the mutual promises
hereinafter set forth, the parties hereby agree to amend the Agreement, pursuant to the provisions
of this First Amendment.

. Paragraph 1 of the Agreement is hereby amended by the deletion of the defined
terms “On-line Retailer Terminal” and “Retailer Terminal” in their entirety and their replacement
by the following defined term:

“Retailer Terminal The Wincor Nixdorf Xion /MTop Terminal,
or such other or additional terminaly as the
partics may agree are to be supplied under

this Agreement for use by Retailers.”

2. The second paragraph of Section 3.1 of Appendix | to the Agreement ("Work
Statement™) is hereby deleted in its entirety and replaced with the following provisions:
“This MasterLink® System features improved Management Terminal “GUI”
sereens that are more efficient and easicr to use and will operate from new 1BM
RS/6000 Model 660 6H1 computer platforms. The AIX operaling system
(Version 4.3.3), the Oracle Database Management System (Version 8.1.7) and

MasterLink® application software will also be utilized.”

3. Section 3.1.3.4 of the Work Statement is hereby deleted in its entirety and

replaced with the following provisions:

“Testing Retailer Terminals. [GT Systems will permanently install two

Management Terminals, at least seven Xion /MTop Retailer Terminals, and two

o)




privileged terminals at the Primary Site for the purpose of supporting testing.
These terminals will be configured to support all appropriate functions (o
facilitate testing. IGT Systems will provide and install any additional Retailer and

management terminals needed for specialized tests.”

4. Section 3.3.4 of the Work Statement is hereby deleted in its entirety and replaced
with the following provisions:

“Dover Training Facility

IGT Systems will provide a permanent training center equipped with at least 20

Retailer Terminals and audiovisual resources at IGT Systems’s Primary Site.™

5. Scetions 3.2.1.2, 3.8, 3.8.1, and 3.8.3 through 3.8.3.3 of the Work Statement are
hereby deleted in their entirety und replaced by the following provisions:

“3.8  RETAILER TERMINALS

IGT Systems will provide the DSL with Xion /MTop Retailer Terminals
manufactured by Wincor Nixdorf. The Xion /MTop Retailer Terminals will offer all of
the features, including a touchscreen, thermal printer and a Linux operating system,
nceded to provide all of the services specified by the DSL. The Xion /MTop Retailer
Terminal is described in detail in the annexed Exhibit *A™ to this First Amendment.

1.8.1 Xion /MTop Retailer Terminal Hardware

IGT Systems will provide five hundred fifty (550) Xion /MTop Retailer
Terminals for installation as ordered by the DSL. IGT Systems will provide

additional spare units for training, testing, “piggyback™ use, and replacements.



The Xion /MTop Retailer Terminals will meet or exceed the features described in
$63.8.1.1 through 3.8.1.2 of the Work Statement and all references to “Xion /M
Retailer Terminal” in §§ 3.8.1.1 through 3.8.1.2 of the Work Statement are hercby
amended to read “Xion /MTop Retailer Terminal.” In addition, these Xion
/MTop Retailer Terminals will be equipped with a DVD Drive as described in

Exhibit A" to this First Amendment.”

6. Section 3.8.1.4.A of the Work Statement is hereby deleted in its entirety and
replaced with the following provisions:

*Additional und Piggybacked On-line Retailer Terminals

A. Additional Terminals. ¥GT Systems will provide additional Xion

/MTop Retailer Terminals over and above those IGT Systems is obligated to
provide under § 3.8.1 hercof consistent with § 3.8.1.4.A of the [GT Systems
Proposal for maintenunce spares, testing, and (raining and, on a temporary basis,
up to one hundred (100) additional Xion /MTop Retuler Terminals pigpybacked

at Retailer locates during times of increased sules

7. Section 3.8.1.3.C of the Work Statement is hereby deleted in its entirety and
replaced with the tollowing provisions:

“Self-Service Validators

IGT Systems will provide one hundred fifty (150) Symbols Technologies,

Inc. Self Service Validators (“SSV™ for Retailers and additional SSVs for



training, testing, and spares consistent with § 3.8.1.3.C of the RFP. The SSV is

described in detail in the annexed Exhibit “B” to this First Amendment.”

8. Section 3.8.2 of the Work Statement is hereby amended by deleting the first
sentence of § 3.8.2 in its entirety and replacing that sentence with the following provisions:

“IGT Systems will provide the DSL at Conversion time four {4) Xion /MTop

Retailer Terminals for the DSL's four (4) redemption centers, including the DSL

headquarters in Dover.”

9. IGT Systems will provide the DSL with three hundred (300) square feet of space
at the Remote Backup Site for the DSL’s storage and use of the DSL's own backup cquipment

(the “DSL Backup Space™).

10, Paragraph 72 of the Agreement is hereby deleted in its entirety and replaced with
the following provisions:

“Conversion Completion Date

The AGS shall be installed by September 30, 2002 and Conversion shall he

completed by February 25, 2003.”



11, Paragraph 24(B) of the Agreement is hereby deleted in its entirety and replaced
with the following provisions:

“Damages
The Director may impose liquidated damages of $5,000 per day after February 17,
2003 through February 24, 2003 and then $50,000 per day following February 24,
2003 for each calendar day of delay in completion of system testing and
acceptance testing and may assess such damages until system and acceptance
testing are completed in accordance with definitions and requirements set forth in
Agreement, and until the Lottery Gaming System goes into production.  In
addition, the Director may impose liquidated damages of $500 per day for cach
and every failure to provide a deliverable or to resolve an acceptance test problem
pursuant to the agreed upon schedule or o comply with all other contractual

requircments in effect, until such requirement is provided or perfopmed.”

12, Paragraph 55 of the Agreement is hereby deleted in its entirety and replaced with
the following provisions:

“Compensation Under Prior Agreement

Through September 30, 2002, IGT Systems will only receive compensation from
DSL under IGT Systems’s prior agreement with DSL, dated April 26, 1994, as

amended, which shall be in effect through September 30, 2002.”



13.

Paragraph 56 of the Agreement is hereby deleted in its entirety and replaced with

the following provisions:

i4.

“Compensation Under this Agreement

Commencing as of October |, 2002, IGT Systems will be compensated by
submitting invoices which correspond to the DSL's weekly business and
accounting cycle according to the provisions of Appendix 2 annexed hereto and
made a part hereof. The submitted invoices will be confirmed by the DSL based
on Internial Control System (“ICS™) reports and other management and accounting
reports. Confirmed invoices will be paid by the DSL within thirty (30) days of
receipt.  IGT Systems acknowledges that the State of Delaware’s fiscal year is
July | through June 30 and that payments from the DSL to IGT Systems in any

given fiscal year are contingent upon enactment of appropriation legislation.”

Section 3.10.3.1 of the Work Stutement is hereby deleted in its entirety and

replaced with the following provisions:

\\l'

15.

Supplies/Consumables, 1GT Systems will provide and deliver to Retailers:

® Play slips that can be processed by the Retailer Terminal reader;

® Enhanced, Secure On-line thermal Ticket stock which features one (1) color
printing on the back and one (1) color printing on the front;

¢ Such supplies as may be required to print On-line Tickets; and

e Retailer manuats and/or reference cards for Retailer Terminal operation,
updated upon DSL request.”

The Lottery and IGT Systems agree and acknowledge that all Retailer Terminals

and all computer materials, equipment and software, as well as the specifications for such



computer materials, equipment and software, provided by IGT Systems pursuant to this First

Amendment shall be subject to paragraphs 40(B) through (D) of the Agreement.

16. Paragraph 7(B) is hercby amended to provide that internal control audits shall be

performed on a two-year rather than an annual basis.

7. Appendix 2 to the Agreement (“Cost and Terms”) is hercby deleted in its entirety
and replaced in its entirety with the following provisions:
“The following arc the prices based upon which IGT Systems shail issue invoices to the
DSL., and the DSL shall make payments to IGT Systems:
A. Base System Pricing
(N On-Line pereentage, Pricing as a percentage of On-Line sales shall be

4. 180% of On-Linc Gume sales.

(M Video pereentage. Pricing as a percentage Video Net Proceeds shall be

(1.7885% of Video Net Proceeds.”™
B. DSL Specified Options

(h Four hundred (400) Customer Advertising Displays, including installation
and service as specilied in section 3.8.1.3.A of the Work Stalement, at
$378.00 per unit to be installed pursuant to IGT Systems’s Conversion
plan for delivery, implementation and acceptance testing as set torth in
IGT Systems's Proposal and as amended by paragraph 10 of this First

Amendment.



(2)  Four hundred seventy-five (475) Customer Transaction Displays,
including installation and service, as described in section 3.8.1.3.B of the
Work Statement, at $250.00 per unit to be instailed pursuant to IGT
Systems’s Conversion plan for delivery, implementation and acceptance
testing as set forth in IGT Systems’s Proposal and as amended by

paragraph 10of this First Amendment.

3 One hundred fifty (150) Self Service Validators, attached to Retailer
Terminals, including installation and service, as described in section
3.8.1.3.C of the Work Statement, shall be $1,250.00 per unit to be
installed pursuant to IGT Systems’s Conversion plan for delivery,
implementation and acceptance testing as set forth in IGT Systems’s

Proposal and as amended by paragraph 10 of this First Amendment.

4) One hundred twenty-five (125) Cash Drawers {or Retailer Terminals,
installation and service included, as described in Section 3.8.1.3.D. of the
Work Statement, at $280.00 per unit to be installed pursuant to 1GT
Systems’s Conversion plan for delivery, implementation and acceptance
testing as set forth in IGT Systems's Proposal and as amended by
paragraph 10 of this First Amendment.

In return for IGT Systems’ provision of the DSL Backup Space pursuant to §3.3.6

of the Work Statement, the DSL shall compensate IGT Systems as follows:
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(i) $5,000 for build-out expenses, payable under the first invoice submitted
by IGT Systems pursuant to Article {1 of this Appendix 2;
(ii)  $500 per month during each month of the term of this Agreement, payable
under the first invoice submitted by IGT pursuant to Article II of this Schedule 2
in each calendar month.
IL All invoices shall be submitted weekly to the DSL. Upon verification of the charges, as
provided in this Agreement, payment shall be made to IGT Systems within thirty (30) business
days of receipt by the DSL of the verified invoice. At the option of the DSL, payment to IGT
Systems shall be made by clectronic funds transfer, if possible, to the financial institution

designated by IGT Systems.”

IN WITNESS WIHEREOF, the partics hereto have caused this First Amendment to be

exccuted.

DELAWARE STATE LOTTERY OFFICE IGT ONLINE ENTERTAINMENT
SYSTEMS, INC.

Name:
Title: Director
October 7, 2002 Qctober 8, 2002




DRAFT 10/21/03

SECOND AMENDMENT TO THE AGREEMENT BETWEEN THE STATE

LOTTERY OFFICE OF THE STATE OF DELAWARE AND AUTOMATED

WAGERING INTERNATIONAL, INC. DATED SEPTEMBER 25, 2001

This Second Amendment to the Agreement, dated as of September 25, 2001, is made and
entered into, effective as of September 15, 2003, by and between the State Lottery Office of the
State of Delaware (the “DSL”), and IGT OnLine Entertainment Systems, Inc., formerly known
as Automated Wagering International, Inc., a corporation organized and existing under the laws
of the State of Delaware with offices at 1255 Broad Street, Clifton, New Jersey ("IGT-OES”).

WITNESSETH:

WHEREAS, thc DSL and IGT-OES have entered into an Agreement, dated as of
September 25, 2001, under which the DSL engaged IGT-OES to provide and implement, and
furnish related support and services for, On-line Games, Video Lottery Games, and Instant Game
pass-through transactions; and

WHEREAS, the DSL and IGT-OES have concluded a First Amendment to the
Agreement, dated as of September 22, 2002 (the "First Amendment"; the Agreement and First
Amendment are hereinafier collectively referred to as the “Agreement”); and

WHEREAS, the parties had originally contemplated that IGT-OES would provide a
telecommunications network consisting of two wireless telecommunications technologies, i.e. a
statewide radio network and satellite network; and

WHEREAS, the DSL and IGT-OES have agreed that a telecommunications network
composed of a land-line network and a satellite network is preferable to the network originally

contemplated by the parties; and



WHEREAS, IGT-OES has now implemented the telecommunications network composed
of a land-line network and a satellite network; and

WHEREAS, pursuant to paragraph 61 of the Agreement, the parties have the right to
amend the Agreement;

NOW THEREFORE, in consideration of the foregoing and the mutual promises
hereinafter set forth, the parties hereby agree to amend the Agreement, pursuant to the provisions
of this Second Amendment:

1. Section 3.2 of Appendix 1 to the Agreement ("Work Statement) is hereby
deleted in its entirety and replaced with the provisions set forth in Appendix “A”, annexed hereto
and made a part hereof.

2. Except as modified herein, all terms and conditions of the Agreement are hereby
confirmed as being in full force and effect and enforceable by the parties according to their

terms.

IN WITNESS WHEREOQF, the partics hereto have caused this Second Amendment to

be executed.

DELAWARE STATE LOTTERY OFFICE IGT ONLINE ENTERTAINMENT
SYSTEMS, INC.

Name: Wayne Lemons Name: Christer Roman

Title: Director Title: Secretary



3.2

APPENDIX A TO SECOND AMENDMENT

COMMUNICATIONS NETWORK

IGT-OES will provide a tclecommunications network to serve the DSL. The
network is will be a hybrid of satellite and frame relay communications
technologies as stated in the diagram shown in Figure |,



3.2.1

Figure 1: Network Design

IGT-OES will be responsible for the installation of this network according to
mutually agreeable specifications. Following implementation, IGT-OES will be
responsible for managing and monitoring this network.

Network Design and Implementation

The network design includes connectivity for the Retailer Terminals, Video
Lottery Terminals (“VL.Ts”), and Management Terminals, as well as associated
local area network (LAN) connections in support of the foregoing devices.

IGT-OES will provide all of the equipment within this network that is not within a
carrier “cloud;” i.e., the portion of the network, including network equipment,
provided by the carrier. This equipment will be new and unused.

1. Retailer Network. IGT-OES will provide end-to-end connectivity for Retailer
terminals to the Primary and Remote Backup Sites by a combination of two
telecommunications technologies. One technology is a statewide frame relay
network. IGT-OES will also provide satellite technology for certain retailers .
IGT-OES will work with the DSL to determine those Retailer Terminals best
served by frame relay and those that will be served by satellite.




The statewide frame relay network will be supplied by Verizon and a new
circuit and a router will be installed at each retailer location.

IGT-OES will provide a satellite network to support those terminals
deemed feasible. IGT-OES will install a  VSAT unit at each Retailer
Terminal location which is to be connected by satcllite technology. These
units will provide connectivity as stated in § 3.2.1.1 of IGT-OES’s
Proposal, under the subheading “Satellite Retailer Network.”

Video Lottery Terminals. IGT-OES will provide connectivity from the
Primary and the Remote Backup Sites to all three Delaware racetracks,
and then to all VLTs installed at those racetracks, IGT-OES’s design for
the VLT network as detailed in Figures 3.2-8 and 3.2-9 in § 3.2.1.3 of
IGT-OES’s Proposal.

Management Terminals. IGT-OES will provide connectivity from the
Primary and Remote Backup Sites for Management Terminals to be used
by the DSL and IGT-OES. For the DSL, this includes a link to the DSL

management LAN.

Local Area Networks. IGT-OES will provide LANs for the Primary and
Remote Backup Sites as part of its overall network design plan,

Retailer Wiring Installation. In the event a communications carrier should
determine that its demarcation at the Retailer premises is not near the
Retailer’s prescribed location for the Retailer Terminal, IGT-OES will
assume the responsibility to provide the inside wiring or other
communications mechanism.




3.2.2 Network Design Features

IGT-OES will provide communications facilities with monitoring, redundancy,
and security features designed to reduce the possibilit% that a disruption could

impact the telecommunications network, the MasterLink

1.

System or the AGS.

Fault Tolerance. The telecommunications network will provide features
that will minimize single points of failure and the impact of failures within
the network.

Fault notification. The host processors, front-end processors, Retailer
Terminals, and diagnostic equipment will be able to notify the network
management and moniforing system (described in § 3.2.4.1 of this Work
Statement) of significant transmission failures or outages immediately
after occurrence.

Encrypted External Transmissions. All data communications extemal to
secured facilities by the MasterLink® system and the AGS will be
encrypted, at a minimum, in accordance with the Federal Data Encryption
Standard (DES). All data will be encrypted from point of transmission to
point of receipt, including any data transmitted directly from the Primary
Site to the Remote Backup Site, to DSL offices, to the three racetrack
venues, to Retailers, and to any other remote locations as may be
necessary. Protected information will include, but is not limited, to plays,
validations, security codes, reports, and downloaded sofiware. The IGT-
OES encryption scheme will be subject to review and approval by the
DSL.

Incomplete Transactions. The MasterLink® System will not process a new
transaction from a Retailer Terminal until that terminal’s preceding
transaction has been completed. Such Retailer Terminal will have the
capability to continue requesting that the system process the transaction
until recovery has been completed, or a "time-out" condition exists. Each
message transmission between the Retailer Terminal and the MasterLink®™
System has a built-in error-checking code.

If at end-of-day it cannot be determined whether a transaction has been
completely processed, the MasterLink® System will log that information
for reporting and resolution,

Communications QOutages. In the event of a communications disruption
between the MasterLink® System or AGS and any Retailer Terminal or
racetrack, the System affected will continue to attempt to service the
terminal or track until the problem is resolved or the System is shut down
for end-of-day processing.



6. Non-Responding or Failing Retailer Terminals. If the MasterLink® system
finds a Retailer Terminal that is not responding within a set number of

re-tries or within a reasonable time window, the Retailer Terminal will be
logged as not responding. The MasterLink® system will make allowance
for servicing of ali other Retailer Terminals on the network between
re-fries of the Retailer Terminal not responding. Failing Retailer Terminals
will not preclude communication with other terminals, Non-
responding/failing Retailer Terminals will be apparent to a network
monitoring application.

7. Polling Efficiency. Polling of terminals by the host or Front-End Processor
is not necessary or included in the IGT-OES network design. If polling is
introduced for the Retailer Terminals at some later date, the polling
protocol and modem technology to be used will satisfy RFP-required
response time requirements.

8. Commercially Available Protocols. IGT-OES  will implement the
Internet Protocol (IP), a widely used, commercially available protocol, to
enhance the openness of the MasterLink® system and AGS in support of
possible future changes and improvements. If a IGT-OES-proprietary
protocol is utilized it must be provided to any vendor designated by the
DSL free of charge within 30 days of contract signing, subject to
protection under confidentiality agreements as provided for in this
Agreement.

9, Secure Connections to Other Systems. All connections between the LANs
that supports the MasterLink™ system and AGS, and any other systems,
such as the DSL administrative system, will be routed through a firewall
that filters out unnecessary and unauthorized traffic, filters out bad packet
traffic, and provides improved security by limiting access to authorized
nodes,

3.2.3 Network Administration Services

IGT-OES will provide network monitoring and management for the
telecommunications network. The DSL will be responsible for identifying new
Retailer Terminal drops, moves, changes, and deletes. Once the DSL has
requested any such modification, IGT-OES will execute and provide monitoring
of the event.

IGT-OES will provide network administrative services by a combination of
network management tools: Tivoli Netview and Cisco Works 2000. Through
these two tools, IGT-OES will provide the following services:

1. Configuration Management. IGT-OES will provide network configuration
and asset management, inclnding an inventory of network resources and




their operating parameters. Change management control procedures and
on-line storage of network component configuration files will also be
provided.

Fault management. IGT-OES will provide fault management, consisting of
actions toward detection, isolation, and correction of faults in the network.

Performance Management. IGT-OES will provide performance
management, monitoring utilization and managing resources to maximize
capacity.

Carrier Interface. IGT-OES will interface with the communications
suppliers, the Retailers, the three racetracks, and the DSL to maximize
uptime and provide information on which decisions and actions can be
based. In this role, IGT-OES will be responsible for working
communications problems to resolution through the communications
suppliers, as stated in § 3.2.3.4 of IGT-OES’s Proposal.

3.2.4 Network Monitoring Tools

IGT-OES will provide a combination of network management tools for the
purpose of monitoring and managing the communications network. The primary
tool will be Netview, which will monitor communications equipment at the
Primary and Remote Backup Sites, within the Wide Area Networks (WANS) and
at the three racetracks. Netview will be supplemented by Cisco Works 2000
which will monitor the Retailer Terminals, and the Observer Suite, a protocol
analyzer for the Primary and Backup Sites.

1.

Network Monitoring System. IGT-OES will provide communications
testing and monitoring capabilities at both the Primary and Remote
Backup Sites. IGT-OES will also provide the capability o interface and
analyze protocols, view transaction data for analysis, and create visual
and/or audible alarms to provide warning of problems, It will also have the
capability to determine whether failurc has occurred in the cquipment at
the Primary or Remote Backup Sites, within the wide area
communications network, the three racetracks, or at the Retailer Terminal
level.

Network Incident Recording. IGT-OES will provide communications test
and monitoring equipment with a recording capability.

Network Monitoring Protocols.  IGT-OES  will provide network
monitoring tools and the networked devices that employ a standard
protocol such as SNMP, or an approved equal protocol, to facilitate
monitoring all along the communication path. IGT-OES will extend this




capability to new network devices should they be introduced to the extent
any devices proposed to be employed can support such protocol.

Communications Expertise. IGT-OES communications technicians who
are trained in the use of test and monitor equipment will be present at the
active site (i.e., the site, Primary or Remote Backup, serving the Retailer
Terminals and monitoring the VLTs) whenever the Lottery Gaming
System is operational or whenever the DSL requests such support for test
purposes,

Hotline' Monitoring. IGT-OES will provide Hotline equipment with the
capability to display the communications status of each Retailer Terminal.
This equipment will allow the Hotline operator to see if a Retailer
Terminal’s communications line is down, if a Retailer is signed on or not,
and other relevant diagnostic information.

DSL Network Monitoring. IGT-OES will provide a workstation, located at
DSL headquarters and equipped with Netview, for the purpose of enabling
the DSL to monitor communications network activities,

3.2.5 Network Costs

1.

Liquidated Damages Costs, IGT-OES will be responsible for taking the
initiative for the resolution of outages related to communications, These
outages may lead to liquidated damages applied against IGT-OES
pursuant to the Agreement if they result from the failure of 1GT-OES-
provided systems or negligent operations by IGT-OES.

Outages due to Force Majeure or to failures in regulated carrier networks
are not under the control of IGT-OES and therefore are not subject to
liguidated damages.

Carrier Costs. TIf regulated carriers are employed, then network carrier
costs will be paid by IGT-OES and reimbursed by the DSL through the
percentage of sales compensation mechanism. These costs include
expenses for the local drops and the backbone network, the links between
IGT-OES’s site and the DSL and links between IGT-OES’s Primary and
Remote sites.

Vendor Costs. Costs not arising from regulated carriers, and for ancillary
equipment and services must be incorporated directly into IGT-OES’s
pricing, including costs for IGT-OES’s network administration services,
vendor telephone system and the Hotline/Dispatch lines and services.
This category includes also IGT-OES’s obligation, as part of the non-
recurring installation charge, to provide any necessary inside wiring at
Retailer locations and at the Video Lottery Terminal race track venues.



THIRD AMENDMENT TO THE AGREEMENT BETWEEN THE STATE
LOTTERY OFFICE OF THE STATE OF DELAWARE AND AUTOMATED
WAGERING INTERNATIONAL, INC. DATED SEPTEMBER 25, 2001

This Third Amendment to the Agreement, dated as of September 25, 2001, is made and
entered into, effective as of January 21, 2004, by and between the State Lottery Office of the
State of Delaware (the “DSL”), and Scientific Games Online Entertainment Systems, Inc,,
formerly known as IGT OnLine Entertainment Systems, Inc., a corporation organized and
existing under the laws of the State of Delaware with offices at 1255 Broad Street, Clifton, New
Jersey (“SG-OES”).

WITNESSETH:

WHEREAS, the DSL and SG-OES have entered into an Agreement, dated as of
September 25, 2001, under which the DSL engaged SG-OES to provide and implement, and
furnish related support and services for, On-line Games, Video Lottery Games, and Instant Game
pass-through transactions; and

WHEREAS, the DSI. and SG-OES have conciuded a First Amendment to the
Agreement, dated as of September 22, 2002 (the “First Amendment”) and a Second Amendment,
dated as of September 15, 2003 (the “Second Amendment”; the Agreement, First Amendment
and Second Amendment are hereinafier collectively referred to as the “Agreement”); and

WHEREAS, pursuant to paragraph 61 of the Agreement, the parties have the right to
amend the Agreement,

NOW THEREFORE, in consideration of the foregoing and the mutual promises
hereinafter set forth, the patties hereby agree to amend the Agreement, pursuant to the provisions

of this Third Amendment;



1. SG-OES shall be referred to as the Prime Contractor of the Agreement and shall
assume all responsibilities and contractual obligations therein.
2. Section 63(b) of the Agreement is hereby deleted in its entirety and replaced with
the provisions set forth below and made a part hereof!
“William Huntley, President
Scientific Games Online Entertainment Systems, Inc.
1500 Bluegrass Lakes Parkway
Alpharetta, GA 30004”

3. Except as modified herein, all terms and conditions of the Agreement are hereby

confirmed as being in full force and effect and enforceable by the parties according to their

terms.
IN WITNESS WHEREOPF, the parties hereto have caused this Third Amendment to be

executed.

DELAWARE STATE LLOTTERY OFFICE SCIENTIFIC GAMES ONLINE
ENTERTAINMENT SYSTEMS, INC.

/ u?‘/ff}
Name: Wayne Lemons Name: William Huntley
Title: Director Title: President



FOURTH AMENDMENT TO THE AGREEMENT BETWEEN THE STATE LOTTERY
OFFICE OF THE STATE OF DELAWARE AND SCIENTIFIC GAMES ON-LINE
ENTERTAINMENT, INC, DATED SEPTEMBER 25, 2001

This Fourth Amendment fo the Agreement dated September 25, 2001, is made and
entered into, effective as of November /2, 2005, by and between the State Lottery Office of the
Sate of Delaware (the “DSL”), and Scientific Games On-Line Entertainment Systems, Inc., a
corporation organized under the laws of the State of Delaware with offices at 1500 Bluegrass
Lakes Parkway, Alpharetta, Georgia 30004 (“SG-OES”).

WITNESSETH:

WHEREAS, the DSL and SG-OES have entered into an agreement, dated as of
September 25, 2001 (the “Initial Agreement™), under which the DSL engaged SG-OES to provide
and implement, and furnish related support and services for, On-Line Games, Video Lottery

Games and Instant Game pass-through transactions; and

WHEREAS, the DSL and SG-OES have concluded a First Amendment to the Initial
Agreement, dated September 22, 2002, a Second Amendment, dated September 15, 2003 and a
Third Amendment, dated January 21, 2004 (collectively with the Initial Agreement, the

“Agreement”);

WHEREAS, pursuant to paragraph 61 of the Agreement, the parties have the right to
further amend the Agreement; and

WHEREAS, paragraph 39(E) of the Agreement provides that changes and enhancements
which exceed what is required of SG-OES will have terms and price negotiated by the partics;

NOW THEREFORE, in consideration of the foregoing and the mutual promises

hereinafier set forth, the parties hereby agree to further amend the Agreement, as followst:

1. SG-OES shall provide, install and implement its AEGIS®-Video video lottery system
(“AEGIS®-Video™), as AEGIS®-Video is described in the terms of SG-OES® “Proposal
for Installation of AEGIS®-Video” dated July 21, 2005 and submitted to and approved
by the DSL (the “Proposal™), which is attached to and hereby incorporated by reference
into this Fourth Amendment as Exhibit A. In accordance with the Proposal, SG-OES
shall prepare and submit a project plan (the “Project Plan™) setting forth the schedule,



milestones and deliverables associated with the installation and implementation of
AEGIS®-Video. SG-OES shall submit the proposed Project Plan to the DSL for
approval no later than December 12, 2005. SG-OES shall perform its obligations related
to the installation and implementation of AEGIS®-Video in accordance with the terms of

the Proposal and the Project Plan approved by the DSL.

The Project Plan shall include a thirty-day pilot period (the “Pilot”) during which
AEGIS®-Video shall be operated simultaneously with the current video lottery system,
Puring the Pilot, ARGIS®-Video must meet cerfain performance criteria, which criteria
shall be agreed-upon by the parties prior to commencing the Pilot. Upon successful
completion of the Pilot, which means AEGIS®-Video complies with the applicable
performance criteria, AEGIS®-Video shall be accepted by the DSL effective as of
midnight of the last day of the Pilot. In the event AEGIS®-Video fails to comply with
the performance criteria, SG-OES shall have the oppertunity to cure such failure in
accordance with the procedures agreed upon by the parties as part of the performance

criteria, The parties may extend the Pilot by mutual written agreement.

Upon acceptance of AEGIS®-Video, the price paid by the DSL to SG-OES as Base
System Pricing for video lottery as set forth in Appendix 2, paragraph A(2) (as amended
by paragtaph 17 of the First Amendment), shall be increased to one percent (1.000%) of
Video Net Proceeds,

The Initial Term shall be extended through February 25, 2010 to provide a seven-year
term from the Conversion Completion Date agreed upon by the parties in paragraph 10 of
the First Amendment. This extension does not constitute one of the five (5) one-year
extensions available to the DSL under paragraph 3(B) of the Initial Agreement and the
DSL may still extend the Initial Agreement for up to five (5) one-year periods.

SG-OES shall provide the DSL with up to two hundred (200) self-service ticket
validators for no additional cost in lieu of providing the proposed ePlayersLink on-line
subscription system and player registration system pursuant to Appendix 1, Section
3.9.11 and 3.9.12 of the Initial Agreement. SG-OES is hereby relieved of its obligation
for supplying ePlayersLink. The self-service ticket validators shall be delivered to the



DSL and installed by SG-OES at lottery retailer locations approved by the DSL in

accordance with an installation schedule to be agreed upon by the parties,

6. In the event the DSL desires to acquire self-service ticket validators in addition to the two
hundred (200) self-service ticket validators described in paragraph 5 above, the DSL shall
purchase the validators from SG-OES. The price for the self-service ticket validators set
forth in Exhibit 1, Section 3.8.1.3(C) (as amended in paragraph 17 of the First
Amendment) is hereby further amended to be $625 per unit.

7. Except as modified herein, all terms and conditions of the Agreement are hereby
confirmed as being in full force and effect and enforceable by the parties according to
their terms. All capitalized terms shall have the same meaning as set forth in the

Agreement,

IN WITNESS WHEREOF, the parties hereto have caused this Fourth Amendment to be
executed.

DELAWARE STATE LOTTERY SCIENTIFIC GAMES ON-LINE
ENTERTAINMENT, INC.,

thsolo g

Name:” - Name: &i/icam T
Title: D Title: P residennt-

Date: 4//,;/;:_; Date: /l-17-O0&

n"i‘ie.(_f
(Cva Sys-'l’e:.nmg



FIFTH AMENDMENT
TO THE AGREEMENT DATED SEPTEMBER 25, 2001

BETWEEN

THE STATE LOTTERY OFFICE OF THE STATE OF DELAWARE

AND

SCIENTIFIC GAMES INTERNATIONAL, INC, F/K/A/SCIENTIFIC GAMES ON-
LINE ENTERTAINMENT SYSTEMS, INC., CONTRACTOR



This Fifth Amendment to the Agreement dated September 25,

2001 (“Fifth Amendment”) is entered into

this 25th day of June, 2008, by and between the State Lottery
Office of the State of Delaware (hereinafter the “DSL”), and
Scientific Games International, Inc. f£/k/a Scientific Games On-

Line Entertainment Systems, Inc., a

duly organized corporation (hereinafter referred to as
“SCIENTIFIC GAMES”).
I. RECITALS
WHEREAS, the DSL and Scientific Games have entered into an
agreement, dated as of September 25, 2001 (the “Initial

Agreement”) under which the DSL engaged Automated Wagering

International, Inc., a predecessor entity to Scientific Games, to

provide and implement, and furnish related support and services
for, On-line Games, Video Lottery Games and Instant Game pass-
through transactions; and,

WHEREAS, the DSL and predecessor entities to Scientific
Games have concluded a First Bmendment to the Initial Agreement
dated September 22, 2002, a Second Amendment, dated September 15,
2003, a Third Amendment, dated January 21, 2004 and a Fourth
Amendment dated November 17, 2005 {(the Initial Agreement and
amendments are hereinafter referred to as the “Agreement”); and,

WHEREAS, pursuant to Paragraph 61 of the Agreement, the

Parties have the right to modify, amend, or extend the Agreement,



and now desire to modify and amend the Agreement as set forth
herein, and,

WHEREAS, pursuant to paragraph 39(E) of the Agreement, the
DSL has the right to request changes and enhancements which
exceed what is required under of Scientific Games under the
Agreement subject to terms and prices to be negotiated by the
parties;

WHEREAS, the DSL has requested certain changes and
enhancements from Scientific Games and Scientific Games has
agreed to provide those changes and enhancements pursuant to the
provisions of this Fifth Amendment.

IT. AGREEMENT

‘NOW, THEREFORE, the DEPARTMENT and the CONTRACTOR, in
consideration of the foregoing recitals and of the mutual
promises hereinafter set forth and with the intention o¢f being
legally bound, hereby agree as follows:

1. Scientific Games International, Inc. {“SGI”)
shall be referred to as the Prime Contractor of the Agreement and
shall assume all responsibilities and contractual obligations

therein and Scientific Games Online Entertainment Systems, Inc.

shall be deleted from the Agreement.



2. Paragraph 1 of the Agreement is hereby amended by the
deletion of the defined term “Retailer Terminal” in its entirety

and its replacement by the following defined term:

Retailer Terminal SGI’'s Wave Terminal or such

other or additional terminals

as the parties may agree are
to be supplied under this
Agreement for use by
Retailers.

3. Paragraph 3 of the Agreement is hereby Amended by the

election of the DSL to extend the term of the Agreement pursuant

to the express terms of Paragraph 3 and replace Paragraph 3 in

its entirety and to be replaced by the following:

3. Term,

The DSL hereby exercises its right to extend the term
of the Agreement for an additional five (5) 1 year extensions
pursuant to the Agreement and, therefore, the Agreement shall be

in effect until February 2%, 2015 (the “Term”).

4, The attached Appendix 1 shall amend those sections of

Appendix 1 Work Statement by replacing or adding those numbered

sections. If a Section is not included in the attached Appendix
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1 then that section contained the existing Appendix 1 shall

continue in full force and effectkt.

5. Section I(A) of Appendix 2 is hereby deleted and

replaced with the attached Section I{A), Appendix 2.

6. The following Subsections shall be deleted in their
entirety from the Bgreement: BAppendix 2, Section I Subsections

(B} {1} through (B)(3).

7. Except as modified herein, all terms and conditions of
the Initial Agreement and the amendments are hereby affirmed and
ratified as if fully set forth, and shall remain in full force
and effect and enforceable by the Parties according to their

terms.

IN WITNESS WHEREOF, the STATE LOTTERY OFFICE OF THE STATE OF
DELAWARE, and SCIENTIFIC GAMES INTERNATIONAL, INC., have caused
this Fifth Amendment to be executed on the date and year first

above written.

SCIENTIFIC GAMES STATE LOTTERY OFFICE OF THE
INTERNATIONAL, INC. STATE OF DELAWARE

BY: ﬁ%\/\j\x——-—- BY: Fyme- (| Pt

Wayne Lénons

TITLE:  Presidond Lebdesy ﬁ/mj Pirector 4/ :':’9/ V4 4

and CTVO
DATE: _ Swve A5\ 2003

2



hppendix 1

3.1.4.1 Network Size

MasterLink® will accommodate a network of six hundred-fifty
{650) Retailer Terminals.

3.1.5 Operating Hours

Operating hours for the Video Lottery Terminals are expected
to be 24 hours a day except on Sunday when the tracks are to
close from 6 AM until noon.. There is no gaming on Christmas
or Easter. SG acknowledges that the DSL may expand these
hours during the Term of this Agreement.

3,2.1.1 Retailer Network

SG will provide end-to-end connectivity for retailer
terminals to the Primary and Remote Backup Sites by a
combination of telecommunication technologies., The primary
current technology is Frame Relay. SG will diversify the
communication technologies used in the Retailer Network in a
staged fashion to include CDMA, VSAT and Frame Relay and new
technologies as they become available to the extent such new
technologies are commercially reasonable. Determination of
the stages of implementation and the specific communication
technologies to be used at each retailer location will be
made cooperatively with the Lottery. The Lottery may
reasonably request SG to achieve specific ratios of
diversity in the applied network technologies based on
performance and retailer satisfaction measurements of
specific applied technologies. It is anticipated that CDMA
and VSAT will comprise the majority of the final network
solution upon full implementation.

3.3 FACILITIES

SG will locate the Remote Backup Site in Alpharetta, GA and

the Retailer Terminal maintenance facility in Middletown,
DE. '

3.3.6 Remote Backup Data Center
SG will provide a Remote Backup Site at 1500 Bluegrass
Parkway, Alpharetta, GA where traditional gaming
transactions will be logged and processed. Environmental

and security controls equal to those of the Primary Site
will be provided.

3.3.7 Equipment Service Centers

SG will operate a maintenance center in Middletown, Delaware
to fully support the Retailer Terminal maintenance and
repailr program.

3.5.1.2 5G Personnel

SG will provide an additional field service person once the
Retailer population is Six Hundred (600) Retailer Terminals,

5



All current preventative maintenance schedules will be
maintained.

3.8 RETAILER TERMINALS

SG will provide the DSL with WAVE Retailer Terminals
manufactured by Scientific Games. The WAVE will offer all
of the features, including a resistive touchscreen, thermal
printer and a Window XP-E operating system, needed to
provide all services specified by the DSL. The WAVE
Configuration includes 1.3GHz Celeron Processor with dual
video, 512MB of Memory, 40GB Hard Disk Drive storage, 12.1”
Display, Resistive touchscreen (800X600 resolution), 87 High
Speed Scanner with thermal Brander, 4-port USB hub on SG
Engine card, video card and a wireless Bar-code Reader.

3.8.1 WAVE Retailer Terminal Hardware
SG will provide an initial phased-in conversion of all
existing Retailer Terminals. SG will provide up to six
hundred-fifty (650) WAVE terminals as the DSL experiences
growth. SG will provide 65 additional spare units for
training, testing, “piggyback” use and replacements.

3.8.1.1 WAVE Retailer Terminal Identification
All WAVE Retailer Terminals will be delivered without any
manufacturer’s or vendor’s logo or other identification
attached to it, other than a bar-coded label with a unique
serial number on it. UL and/or CE approval labels, if

included, will be in some unobtrusive location on the
Retailer Terminals.

3.8.1.2 WAVE Retailer Terminal Features









3.8.1.3 Retailexr On-line Terminal Attachments
A, Customer Advertising Display. Included in this offer
are up to three hundred (300) new 12” LED advertising
display units at no additional cost. Existing displays will

continue to be used and these new ones will supplement the
inventory.



B. Customer Transaction Displays. Included in this
offer are up to two hundred fifty (250) new customer
transaction displays at no additional cost. Existing
displays will continue to be used and these new ones will
supplement the inventory. The new displays will be a two
.{2) line 240X64 Graphic LCD with pole. '

C. Self Service Validators. Included in this offer are up
to seven hundred fifteeny (715) 2-D ticket checkers at no
additional cost. SG will replace all existing equipment for
existing Retailers and install one with all new Retalilers up
to six hundred-fifty (650). This unit will read both On-

line Games tickets and Instant Games tickets that have 2D
barcodes,

3.8.1.4 Use of Spare Terminal Count
. Spare Terminals., Of the sixty-five (65) spare WAVE
terminals SG will provide that will be used for maintenance
spares, testing and training, on a temporary basis, up to
fifty (50) Retailer Terminals will be piggybacked at
Retailer locations during times of increased sales pressure,
B. Piggybacked Terminal Logistics. Retailer Terminals to
be installed on a temporary basis will be placed at
designated Retailer locations as requested by the DSL within

twenty-four (24) hours and will be removed with similar
notice.

3.8.1.5 Stand-alone Selling Terminals

SG will provide up to twelve (12) PlayCentral Player
Activated Terminals (PATs) which sell both On-line and Instant
Games at no additional cost. Ten {10) are for Retail locations

and two (2) are spares. PlayCentrals shall have nc more that
sixteen (16) bins for selling Instant Games.

3.8.2 Privileged Validation Terminals

SG will provide at conversion time, four (4) WAVE Retailer
Terminals for the DSL’s four (4) redemption centers, including
the DSL Headgquarters in Dover. These terminals will be
configured to have the capability of validating and cashing

winning On-line Games tickets beyond the $599.00 limit imposed
upon Retailers.

3.8.4 Capability to provide Retailer Terminals
Capabilities to provide the Retailer Terminals will include:
1. Manufacturing Plans. SG will produce or has produced

{through current inventory or manufacturing} all

Retailer Terminals to meet the requirements of the DSL.
This includes PlayCentrals.

2. Manufacturing Quality. SG will address and ensure
gquality manufacturing practices and recognized quality
standards in the production of all Retailer Terminals.

3.9 ON-LINE SOFTWARE CONTROLS AND DATA MANAGEMENT
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Included in this offer is software development of up to four
thousand (4000) hours for development/QA/documentation to

support all WAVE terminals, peripherals, PlayCentral Player
Activated Terminals (PATS) and any necessary host

development provided for this convérsion, This will include
Instant-only shift reports localized on the terminal and the
enable/disable packs feature. Any additional-software

development hours in excess of the four thousand (4000) will

be at an hourly rate to be negotiated. Optional items in
3.11 below are excluded.

3.11 OPTIONAL ITEMS AVAILABLE FOR AN ADDITIONAL FEE
A, 15" flat screen LCD displays to replace
advertising displays in section 3.8.1.3

B. Multi-channel content management system “Lottery
InMotion”
C. Additional WAVE terminals, self service

validators, PlayCentrals, customer transaction
displays, customer advertising displays, retailer
training, and any communications solutions above
the quantities specified.

D. Magnetic stripe readers for the WAVE terminals

E. Smart card readers for the WAVE terminals

Radio Frequency 1D readers for the WAVE terminals

G Integration plates for the WAVE terminals

H Larger LED Customer Advertising Displays

I Upgrades to the WAVE terminal memory or storage

J. 20" X 20” logo-only signs

K. 15.34”" X 24" single-game jackpot signs

L “Sales Maker” program

M Digital document scanner for the WAVE terminal
{future terminal enhancement available after July
1, 2009)

Color printing of On-line tickets (future terminal

enhancement available after July 1, 2009)

Sports Betting

Any categorically different service obligations

and/or technology enhancements

Any functionality or customization ¢f the WAVE not

included in the offer.

Keno, if implemented at any time for the duration

of this Agreement shall be provided upon terms and

conditions to be mutually agreed to by the

parties.

S. The terms and conditions, including pricing, of
the supply of additional video lottery protocols

and compatible hardware not already herein

supplied and requested from July 1, 2008 through

the term of this Agreement shall be mutually
agreed by the parties

oo

e ©
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Appendix 2

COST AND TERMS

The following are the prices based upon which Scientific

Games

shall issue invoices to the DSL, and the DSL shall

rnake payments to Scientific Games:

A, Base System Pricing

i.

ii.

On-line percentage. Pricing as a percentage of
On-line sales shall be 4.18% of On-line sales.

Video percentage. Pricing as a percentage of
Video Net Proceeds shall be:

(a) From July 1, 2008 through June 30, 2010
Scientific Games shall receive:

1) For up to $500,000,000 of the cumulative
Net Video Proceeds by the Lottery for 365 day period
beginning on July 1°% (“Contract Year”), Scientific

‘Games shall receive 1.00% of Videc Net Proceeds.

2) Foxr $500,000,001 to $599,999,999 of the
cumulative Net Video Proceeds by the Lottery for a

Contract year, Scientific Games shall receive .9250%
of Video Net Proceeds.

3) For the cumulative Net Video Proceeds by
the Lottery of $600,000,000 or greater in a Contract

Year, Scientific Games shall receive .8550% of Video
Net Proceeds.

(b) From July 1, 2010 through February 25, 2015,
Scientific Games shall receive 1.00% of Video Net
Proceeds.
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SIXTH AMENDMENT
TO THE AGREEMENT DATED SEPTEMBER 25, 2001

BETWEEN

THE STATE LOTTERY OFFICE OF THE STATE OF DELAWARE

SCIENTIFIC GAMES INTERNATIONAL, INC,



Thies Sixth Amendment to the Agreement (“Sixth Amendment~) is
entered into this lst day of August, 2010, by and between the
State Lottery Office of the State of Delaware (hereinafter the
“peL*), and Scientific Games International, Inc., a duly
organized corporation (hereinafter referred to as “SCIENTIFIC
GAMES*) .

T, RECITALS

WHEREAS, the DSL and Scientific Games have entered into an
agreement, dated as of September 25, 2001 (the “Initial
Agreement”) under which the DSL engaged Automated Wagering
International, Inc., a predecessor entity to Scientific Games, to
provide and implement, and furnish related support and services
for, On~line Games, Video Lottery Games and Instant Game pass-
through transactions; and,

WHEREAS, the DSL and predecessor entities to Scientific
Games have concluded a FPirst Amendment to the Initial Agreement
dated September 22, 2002, a Second Amendment, dated September 15,
2003, a Third Amendment, dated January 21, 2004, a Fourth
Amendment dated November 17, 2005, and a Fifth Amendment dated
June 25, 2009 (the Initial Agreement and amendments are
hereinafter referred to as the “Agreement”); and,

WHEREAS, pursuant to Paragraph 61 of the Agreement, the
Parties have the right to modify, amend, or extend the Agreement,

and now desire tec modify and amend the Agreement as set forth

herein, and,



WHEREARS, after a valid public procurement process, the DSL
and Scientific Games are parties to aProfessional Services
Agreement on July 2%, 2009 to provide a Sports Wagering System
and Services (*Sports Wagering Agreement”) to provide a sports

wagering system and services;

WHEREAS, the parties have determined that the system
services relating to Sports Wagering Agreement {central
processing system services and equipment, communication
networking services and eguipment, software creation, maintenance
and support, data center eguipment and services and wagering
terminal maintenance serviceslare more appropriately to be

removed from the Sports Wagering Agreement and placed in this

Agreement;

WHEREAS, the parties alsoc desire to adjust the pricing of

this Agreement to reflect those services.

IT. AGREEMENT
NOW, THEREFORE, the DEPARTMENT and the CONTRACTOR, in
consideration of the foregoing recitals and of the mutual
promises hereinafter set forth and with the intention of being

legally bound, hereby agree as follows:

1. Appendix 1 entitled “Work Statement” is hereby amended

to add that attached as new subsection 4 of the Work Statement.



2. Subsection (A} (l) of Appendix 2 of the Agreement (“Cost
and Terms®) is hereby delieted in its entirety and replaced with
the following:

A Base System Pricing

{1) On-Line percentage. Pricing as a percentage of On-

Line sales shall be 5.371% of On-Line Game sales,.

IN WITNESS WHEREQF, the STATE LOTTERY OFFICE OF THE STATE OF
DELAWARE, and SCIENTIFIC GAMES INTERNATIONAL, INC., have caused
this Sixth Amendment to be executed on the date and year first

above written,

SCIENTIFIC GAMES STATE LOTTERY OFFICE OF THE

INTERNATIONAL, INC. STATE OF DELAWARE

BY: @\/\ AN P st BY: IZ %&-”EZW«.\
P Y v N

TITLE:

DATE:!




Appendix 1

Work Statement
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Work Statement — Delaware State Lottery SCIENTIFIC GAMES
W

Additional Betjet Terminals - Initial Three Venues - Pursuant to Sections 3.2.1

and 3.2.2 of the RFP, Scientific Games will provide a totai of seventy five (75)
Betjet terminals deployed. For Betjet quantities deployed above seventy five (75),

terminals will be added for no additional fee if the additional terminals produce

an average sales equal to or greater than the historical average of the previous

terminals installed. If there is a need for more than 75 terminals required by

the RFP, the thresholds for sales will be based on historical averages based

on actual sales data. This will be calculated based on the sales in the Sports
Lottery season divided by the base number of terminals. SGI will retroactively

charge the Lottery $5400/year for each terminal that failed to meet the sales

target, and $450/month going forward until such time as the terminal produces

a sales amount egual to or greater than the calculated safes threshold per week

per each terminal, This will be calculated by taking the total sales per week for all
terminals at the venue, and dividing it by the number of terminals delivered to the
venue, If the average for all terminals is below the calculated sales threshold per
year/per terminal than the subset of terminals installed that does equal or

exceed the calculated sales threshold per year will be calculated. The result of

this calculation will be the terminals that Scientific Games will provide to the DSL
free of charge and hereafter referred to as the "Base" {under no circumstance

will the Base be less than 75 Betjet terminals). The lottery will then be charged

for each terminal in excess of the Base of installed terminals at the rate of $5400
per year, The Base shall be recalculated annualfly on the contract anniversary date.




SEVENTH AMENDMENT

TO THE AGREEMENT DATED SEPTEMBER 25, 2001

BETWEEN

THE STATE LOTTERY OFFICE OF THE STATE OF DELAWARE

AND

SCIENTIFIC GAMES INTERNATIONAL, INC.



This Seventh Amendment to the Agreement ("Seventh Amendment”} is entered into this L.S:tr‘a/ay of
January, 2013, by and between the State Lottery Office of the State of Delaware (hereinafter the
"DSL"), and Scientific Games International, Inc., a duly organized corporation (hereinafter referred
to as "SCIENTIFIC GAMES").

[. RECITALS

WHEREAS, the DSL and Scientific Games entered into an agreement, dated as of September 25,
2001 (the "Initial Agreement") under which the DSL engaged Automated Wagering International,
Inc., a predecessor entity to Scientific Games, to provide and implement, and furnish related support
and services for, On-line Games, Video Lottery Games and Instant Game pass through transactions;
and,

WHERFAS, the DSL and predecessor entities to Scientific Games concluded a First Amendment to
the Initial Agreement dated September 22, 2002, a Second Amendment, dated September 15, 2003, a
Third Amendment, dated January 21, 2004, a Fourth Amendment dated November 17, 2005, a Fifth
Amendment dated June 25, 2009 and a Sixth Amendment dated August 1, 2010 (the Initial
Agreement and amendments are hereinafter referred to as the "Agreement"); and,

WHEREAS, pursuant to Paragraph 61 of the Agreement, the Parties have the right to modify, amend,
or extend the Agreement, and now desire to modify and amend the Agreement as set forth herein,
and,

WHEREAS, the DSL and Scientific Games have determined that they desire to amend the
Agreement to authorize Scientific Games to provide a Keno system and related services for the
implementation of wide-area Keno games in Delaware;

WHEREAS, the parties also desire to adjust the pricing of this Agreement to reflect those services.
II, AGREEMENT

NOW, THEREFORE, the DEPARTMENT and the CONTRACTOR, in consideration of the
foregoing recitals and of the mutual promises hereinafter set forth and with the intention of being
legally bound, hereby agree as follows:

1. The DSL hereby represents and confirms that it is authotized under Delaware State law to
offer fast draw Keno games to the public. Therefore, the Parties agree to implement a fast draw
Keno syster and games as a Non-Traditional Lottery Game pursuant to Section 39(E) of the
Agreement and Section 3.10.8 of Appendix 1 of the Agreement. Scientific Games agrees to provide
the goods and scrvices set forth on Schedule | in accordance with the implementation plan to be
agreed upon by the parties in writing. The parties further agree that launch of fast draw Keno in
Delaware shall occur no later than February 25, 2013. At taunch, Keno shall be deployed at up to no
fewer than ninety (90) DSL retailer terminals.

2. Subsection (A) of Appendix 2 of the Agreement ("Cost and Terms") is hereby amended by
inserting the following:



A. Base System Pricing

(3) Keno percentage. Pricing as a percentage of Keno sales shall be 9.950% of Keno

game sales.

4, All other terms of the Agreement shall remain in full force and effect as set forth therein
except as expressly amended in this Seventh Amendment,

IN WITNESS WHEREOF, the STATE LOTTERY OFFICE OF THE STATE OF DELAWARE,
and SCIENTIFIC GAMES INTERNATIONAL, INC., have caused this Seventh Amendment to be

executed on the date and year first above written.

SCIENTIFIC GAMES INTERNATIONAL, INC.

Lotery Sy § Kmg

STATE LOTTERY OFFICE OF THE
STATE OF DELAWARE

?i}t’;c: Dlﬁ:ﬁ@‘r’ e
DRCAwARE LOTTERY

15 JAN 201%



Schedule 1

Scientific Games will provide all equipment and software necessary for selling Keno tickets at retailer
locations. As part of the offer, Scientific Games agrees to provide the following equipment:

e 110 WAVE® terminals (100 for installation at retailer locations and 10 spares for service)

e 110 Customer Transaction Displays (2 line, 240x64 resolution LCD with pole) (100 for
installation at retailer locations and 10 spares for service)

e 110 LED Customer Advertising Displays (100 for installation at retailer locations and 10 spares
for service)

s 110 Flat Panel Displays (327-40”) LCDs (100 for installation at retailer locations and 10 spares
for service)

» 110 Ticket checkers (100 for installation at retailer locations and 10 spares for service)

e Communications cquipment as needed to connect all Keno retailers to the central system §G will
also provide the antennas, cabling and amplifiers needed at installation

¢ Host system hardware including the automated draw manager and random number generator

e 110 Media Servers (100 for installation at retailer locations and 10 spares for service)

»  Additional spare parts for on-going repair of WAVE terminals and all peripherals including the
ticket checkers and Flat Panel Displays

o Allrequired central system and retailer hardware, network and software upgrades to implement
Keno, including: game and report medifications, Automated Draw Machines, random number
gencrator, database, communications, front end, media player, graphic broadcast and download
mechanism

Installation and Other Startup Services

Scientific Games will provide the necessary manpower to install all components for the deployment
of the Keno game in Delaware including:

¢ Instailation of the WAVE terminal at each new retailer location

¢ Site Surveys prior to installation of the communication equipment

o Installation of the communication equipment at each new retailer location including
antenna, amplifier and inside wiring as needed

¢ [Installation of the Keno Flat Panel Display at each retailer location including inside
wiring

o Retailer Training provided for each retailer location

* Project Management for the initial implementation

Ongoing Operations — Post Startup

Upon implementation of Keno in Delaware, meaning retailers have commenced selling entries into Keno
drawings via WAVE terminals installed at DSL retailer locations, Scientific Games will provide the
following ongoing services and additional staffing throughout the term of the contract. These staffing and
services are in addition to our current service and support staff:

e Ticket stock and bet slip consumables



One (1) additional field service technician with vehicle

Three (3) field marketing representatives focusing on development and sales growth of
Keno retailers, including merchandising, education on retaiter sales best practices, in-
store promotions and events as well as training for terminal operation and game
understanding

Repair and maintenance of the WAVE terminals and all peripherals including the tickets
checker and Keno Flat Panel Displays

Hotline service to assist retailers with terminal issues or gaming questions and dispatch
field service technicians as necessary

Software support for the MasterLink system and WAVE terminals

Expanded ICS to include Keno at the Lottery’s written request,



EIGHTH AMENDMENT TO THE AGREEMENT BETWEEN THE STATE LOTTERY
OFFICE OF THE STATE OF DELAWARE AND SCIENTIFIC GAMES
INTERNATIONAL, INC. DATED SEPTEMBER 25, 2001

This Eighth Amendment (the “Amendment”) to the Agreement dated September 25, 2001
(the “Agreement™), is made and entered into, effective as of March _H_, 2014, by and between the
State Lottery Office of the State of Delaware (the “DSL”), and Scientific Games International,
Inc., a corporation organized under the laws of the State of Delaware with offices at 1500
Bluegrass Lakes Parkway, Alpharetta, Georgia 30004 (“SGI”).

WITNESSETH:

WHEREAS, the DSL and SGI have entered into the Agreement under which the DSL
engaged SGI to provide and implement, and furnish related support and services for, On-Line
Games, Video Lottery Games and Instant Game (as these terms are defined in the Agreement)
pass-through transactions; and

WHEREAS, the DSL and SGI have entered into muitiple subsequent mutually-agreed
upon amendments to the Agreement, each of which are incorporated into and became a part of the
Agreement;

WHEREAS, pursuant to paragraph 61 of the Agreement, the parties have the right to
further amend the Agreement; and

WHEREAS, paragraph 39(E) of the Agreement provides that changes and enhancements
which exceed what is required of SGI will have terms and price negotiated by the parties;

WHEREAS, the parties wish to extend the Agreement pursuant to 29 Del. Code 4819A to
facilitate the timely transition of charitable video lottery machines to the existing AEGIS™ -Video
central system;

NOW THEREFORE, in consideration of the foregoing and the mutual promises
hereinafter set forth, the parties hereby agree fo further amend the Agreement, as follows:

1. The parties hereby agree to extend the Agreement for three (3) years, to expire February
25, 2018. This Agreement may be extended for additional periods as agreed by the
parties in writing.

2. As partial consideration for such extension, SGI agrees to provide to the DSL the
following:

a. No less than 450 refurbished charitable video lottery terminals (as that term is
defined in 29 Del. Code 4803(b)) to be delivered to DSL by SGI, or its
authorized subcontractor or affiliate, as more fully described in Schedule 1,



attached to and incorporated into this Amendment. DSL will be responsible for
having the terminals instailed on or before July 1, 2014 at charitable gaming
organizations (as that term is defined in 29 Del. Code 4803(a)). For purposes of
this Amendment, a charitable video lottery terminal shall be considered to be
installed and operational when it has been installed at the designated location, is
in good running and working order and is connected by communications services
to the central computer facility;

b. one (1) site controlier (and related equipment) to DSL by SGI, or its authorized
subcontractor or affiliate, as more fully described in Schedule 1 for each
charitable gaming organizations identified by DSL under Section 2(a) to facilitate
communications with the AEGIS®-Video central system. DSL will be
responsible for having the site controllers installed on or before July 1, 2014 at
the charitable gaming organizations (as that term is defined in 29 Del. Code
4803(a));

¢. maintenance and support services as set forth in Schedule 2, attached to and
incorporated into this Agreement, related to the charitable gaming machines
supplied under Section 2(a) performed by SGI, or its authorized subcontractor or
affiliate; and

d. connection, at SGI’s expense, of each charitable video lottery terminals installed
at each charitable gaming organization identified under Section 2(a) via 3GI's
existing telecommunications network to the AEGIS®-Video central system and
maintenance of such telecommunications network.

3. As additional consideration for the foregoing, the parties agree to further amend Section
2(a) of Appendix 2 of the Agreement as follows:

Base System Pricing

(1) On-line percentage. Pricing as a percentage of On-Line sales shall be 5.371%
of On-Line Game sales.

(2) Video percentage. Pricing as a percentage of Video Net Proceeds shall be
1.0% of Video Net Proceeds.

(3) Keno percentage. Pricing as a percentage of Keno sales shall be 9.95% of
Keno game sales.

(4) Charitable video lottery terminal fee. Pricing as a percentage of the net win
returned to the DSL (based on receipt of 40% of total net win by the DSL,
less 1% for responsible gaming) shall be 25% of such net win per charitable
video lottery terminal.



4, The DSL agrees that SGI supplies no less than 450 charitable video lottery terminals that
the DSL commits to keep at such charitable video lottery terminals remain in operation at
charitable gaming organizations continuously through February 25, 2018 from the date of
this Amendment. The foregoing is not intended to prevent the parties from replacing or
installing additional charitable video lottery terminals as mutually agreed.

5. Except as modified herein, all terms and conditions of the Agreement are hereby
confirmed as being in full force and effect and enforceable by the parties according to
their terms. All capitalized terms shall have the same meaning as set forth in the
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be
executed.

DELAWARE STATE LOTTERY SCIENTIFIC GAMES INTERNATIONAL,
INC.
\ /L 3 i :
A = 7 ;
Name: VERNo) 4 K135 Name: Phia;p 3. Baves
Title: DcrECTOR Title: /. 0., Cocpoenre Covnsel

Date: 12 MARQ{J( priﬁ( Date: | Y mace k Doy



Scheduje 1

Pursuant to Section 2 of the Eighth Amendment, dated March 14, 2014, to the Agreement dated
September 25, 2011, by and between the State Lottery Office of the State of Delaware (the
“DSL”) and Scientific Games International, Inc. (“SGI”), SGI has agreed to provide DSL with
450 refurbished charitable video lottery terminals pursuant to the provisions of the Eighth
Amendment and as more fully described in this Schedule 1.

SGI agrees to lease to DSL no less than 450 units consisting of refurbished WMS Gaming Inc.
Bluebird?2 video, upright, ticket out only gaming devices (each a “Unit”) and up to 45 SGI site
controllers (one for each charitable gaming location) (the “Controllers™) for an operational term
continuing through February 25, 2018. The Units will be a WMS standard build but customized
to be equipped with the brand of ticket printer and bill validator selected by DSL no later than
four (4) weeks prior to shipping. The Units will be delivered with muitigame software with a
minimum of eight (8) WMS themes.

SGI will be responsible for delivery of the Units and Controllers to a single location identified by
DSL in accordance with a delivery scheduled mutually agreed to by the parties. DSL will be
responsible for having the Units and Controllers delivered and installed at gaming locations no
later than July 1, 2014. Therefore, SGI and DSL will finalize the delivery schedule no later than
March 31, 2104. When the Units and Controllers are installed, SGI will be responsible for
ensuring that the Units and Controllers are properly connected to the AEGIS®-Video Central
System via SGI’s existing telecommunications network at SGI’s expense.



Schedule 2

In connection with leasing the Units pursuant to the Eight Amendment and Schedule 1,
SGI will provide the following support services:

1. Approvals: DSL requires that all the game algorithms stored on EPROMs in the
Units, or downloaded into memory on the Units, be certified by an independent
laboratory prior to installation at gaming locations. SGI agrees to cooperate in
submitting chips and/or other appropriate materials to such independent
laboratory for testing. SGI will responsible for the expense of this independent
lab certification.

2. Updates: No later than twelve (12) months after the initial installation of the first
Unit (the “Lease Start Date”), SGI will provide an update to the multigame with a
minimum of four (4) new themes for the eight (8) game set. No later than the first
anniversary of the Lease Start Date, SGI will provide an additional update to the
multigame with a minimum of four (4) new themes for the eight (8) game set.

3. Training: Prior to installation of the Units, SGI will provide training and written
training materials for DSL lottery agents, staff and distributors in the operation of
the Units and related Controllers. SGI will provide this in-person training at a
DSL location selected by DSL at a time mutually agreed to by the parties. The
training will consist of up to a total of 24 hours of training conducted over a
period of up to three consecutive days for up to 40 people covering the proper
installation, use, operation, maintenance and repair of the Units and related
Controllers including suggested preventative maintenance cycles, clearing bill
acceptor and ticket printer jams, and basic trouble-shooting.



NI MEND TO THE AGRE NT BETWEE STATE LOTTERY

OFFICE OF THE STATE OF DELAWARE AND SCIENTIFIC GAMES

INTERNATIONAL, INC. DATED SEPTEMBER 25, 2001

This Niath Amendment (the “Amendment”) to the Agreement dated September 25, 2001
(the “Agreement”) is made and entered into, effective as of December £1.3 2016 (the “Effective
Date”), by and between the State Lottery Office of the State of Delaware (the “DSL") and
Scientific Games International, Inc., a corporation organized under the laws of the State of
Delaware with offices at 1500 Bluegrass L.akes Parkway, Alpharetta, Georgia 30004 (‘SGI").

WITNESSETH:

WHEREAS, the DSL and SGI have entered into the Agreement under which the DSL
engaged SQI to provide and implement, and furaish related support and services for, On-Line
Games, Video Lottery Games, and Instant Game (as these terms are defined in the Agreeinent)
pass-through transactions; and

WHEREAS, the DSL and SGI have heretofore entered into certain mutually-agreed upon
amendments to the Agreement, each of which is incorporated into and has become a part of the
Agreement; and

WHEREAS, pursuant to paragraph 61 of the Agreement, the parties have the right to
amend the Agreement; and

WHEREAS, paragraph 39(E) of the Agreement provides that changes and enhancements
which exceed what is required of SGI will have terms and price negotiated by the parties; and

WHEREAS, the DSL and SGl are also parties to a Professional Services Agreement, dated
July 29, 2009, to provide a Sports Wagering System and Services (“Sports Wagering Agreement”);
and

WHEREAS, the DSL and SGI are also parties to a Professional Services Agresment, dated
January 30, 2012, to provide Instant Game Tickets and Related Services (“Instant Game Tickets
Agreement”); and

WHEREAS, the DSL, SGI, and 888 US Limited are parties to a Professional Services
Contract, dated October 29, 2013, to provide Internet Gaming System and Services Solution
(“iGaming Agresment”) to provide an internet gaming system and services; and

WHEREAS, the Agreement, the Sports Wagering Agreement, the Instant Game Tickets
Agreement, and the iGaming Agreement provide critical and necessary services lo allow the DSL
to carry out its statutory responsibilities; and

WHEREAS, the recent number of publicly reported unauthorized intrusions into
government, private sector, and gaming networks and systems has resulted in a critical need to
implement the latest security technology advances in network, encryption, operating system,



layered software, and topology as soon as feasible to protect the integrity of the gaming systems
environments; and

WHEREAS, the system services relating to the Sports Wagering Agreement (central
processing system services and equipmeat, communication networking services and equipment,
software creation, maintenance and support, data center ¢quipment and services and wagering
terminal maintenance services) were incorporated within the Agreement by the Sixth Amendment
to the Agreement, entered into on August 1, 2010; and

WHEREAS, consolidating the Agreement, the remaining portions of the Sports Wagering
Agreement, and the Instant Game Tickets Agreement would atlow the DSL to start generating new
revenue sooner rather than delaying the benefits until a successor consolidated contract can be

concluded; and

WHEREAS, consolidating the Agreement, the remaining portions of the Sports Wagering
Agreement, and the Instant Game Tickets Agreement would allow for tie-ins and synergies across
different product lines, giving the DSL the ability to implement innovative technologies and
products that ate expected to produce additional revenue; and

WHEREAS, the partics have determined that the remaining poctions of the Sports
Wagering Agreement and the Instant Game Tickets Agreement should be consolidated with this
Agreement (resulting in a “Consolidated Agreement™); and

WHEREAS, the Eighth Amendment to the Agreement was entered into on March 14, 2014
in accordance with and pursuant to then-existing 29 Del. C. § 4819(A)(1); and

WHEREAS, pursuant to paragraph | of the Eighth Amendment to the Agreement, the
Agreement may be extended as agreed by the parties in writing; and

WHEREAS, pursuant to paragraph 4 of the iGuming Agreement, the {Gaming Agreement
may be extended through 2022 and the DSL has an important and valuable right to renew the
iGaming Agreement through 2022; and

WHEREAS, extending the Consolidated Agreement through 2022 to coincide with the
expiration of the iGaming Agreement will allow the DSL. the option of capturing the benefits of
its extension rights and aiso gain economies of scale and leverage from putting all lottery contracts
out to bid at once for a new contract in 2022; and

WHEREAS, the parties wish to extend the Consolidated Agreement through October 29,
2022; and

WHEREAS, extending the Consolidated Agreement through 2022 will provide the DSL
with early access to new technologies products and result in significant sales increases and profits
and access to additional retailer outlets while enhancing the DSL.'s overall aperations and security;
and



WHEREAS, extending the Consolidated Agreement through 2022 will diminish revenue
losses that would result if the contracts were not extended; and

WHEREAS, the parties also desire to adjust the pricing of this Agreement to reflect these

services;

NOW THEREFORE, in consideration of the foregoing and the mutual promises hereinafter
set forth, the parties hereby agree to further amend the Agreement as of the Effective Date as

follows:

1. The parties hereby agree that the Sports Wagering Agreement and the Instant Game Tickets
Agreement are consolidated under this Agreement to effectuate the Consolidated
Agreement.

2. The parties further agree to extend the Consoclidated Agreement for approximately four (4}
years, to expire November 9, 2022.

3. As partial consideration for such extension, SGI agrees to provide to the DSL the
following:

a.

SG’s next generation AEGIS Gaming System for Draw and Keno, as more fully
described in Schedule I, attached to and incorporated into this Amendment,;

SG’s next generation AEGIS Video Central Monitoring System, as more fully
described in Schedule 1;

Refurbishment of all currently installed WAVE terminals, as more fully described
in Schedule I;

PlayCentral HD Self Service Terminals for rollout to DSL retailers, as more fully
described in Schedule 1;

RaceTrax system und terminal software and retajler hardware, as mote fully
described in Schedule |;

SG’s undertaking of & research and development project to integrate lottery
systems with Delaware casinos for expanded distribution of DSL offerings, as
more fully described in Schedule (;

Interactive Lottery Mobile App supporting DSL products, as more fully described
in Schedule 1; and

Enhanced Instant Games Cooperating Service Program Benefits, as more fully
described in Schedule 1.



4. As additional consideration for the foregoing, the parties agree to further amend Section
I(A) of Appendix 2 of the Agreement by deleting it in its entirety and replacing it with the
pricing set forth in Schedule 2 of this Amendment.

5. The parties agree to amend the first sentence of Section 46 of the Agreement to state that
Vendor agrees it will not issue any news releases pertaining to the award or the
performance of the Agreement without the prior written approval of the DSL, and then
only in accordance with the explicit written instructions from the DSL.

6. Except as modified herein, all terms and conditions of the Agreement, the Sports Wagering
Agmement.andthelnstantGameTlckﬂsAgmemmamlmebyconﬁnnedasbcmgmfull
force and effect and enforceable by the parties according to their texms. All
terms shall have the same meaning as set forth in the Agreement, the Sporis Wagering
Agrecment, the Instant Game Tickets Agreement, and the iGaming Agreement.

IN WITNESS WHEREOF, the parties hereto have caused this Ameadment to be exccuted.

DELAWARE STATE LOTTERY SCIENTIFIC GAMES INTERNATIONAL, INC.
i
/
o

%ﬂ-c %/Z ‘(]r//fj;”/{ (
Name: Vei/or 4 Kijk Name: . 4 5 o Hu;,L
Title: DsR&(LjrBP\ Title: SV Globel loder, Sysdeas
Date: 23 DEC 2044 Date:

X Dee A6k



Schedule 1

A. SGIwill provide all equipment and software necessary for new AEGIS Gaming System
architecture pursuant to an agreed upon final specification and schedule. The new
architecture will generally provide the following benefits to the DSL:

- Latest generation AEGIS Gaming System
o Open system architecture to fucilitate integrations with future 3 party products
and services
o Upgraded security enhancements
o Advarced monitoring and diagnostic tools
o Next generation back office tools for DSL staff
- Latest generation AEGIS Video Ceatral Monitoring System
o Multiple protocol support (SAS and G2S)
o Enhanced processing engine
© Remote configuration and download capability
o (28 certified and GLI certified
- Refurbishment of currently installed WAVE terminals
- Upgraded Instant Management System
© OrderCast Predictive Ordering system for instant tickets
o Interface with the AEGIS Gaming System

B. SGI will provide all equipment and software necessary for selling instant and draw lottery
tickets at convenience store locations, with the intent to expand into new retail locations not
currently selling DSL products. As part of the offer, SGI agrees to provide the following
cquipment pursuant to an agreed upon final specification and schedule:

- Up to 100 PlayCentral HD vending machines (“PCHDs") (includes machines for
installation at convenience store locations, additional trade style locations and spares for
service)

- Communication equipment to connect afl locations to the central system. SGI will
provide cabling, amplifiers and antennas as needed for installation

- Additional spare parts for on-going repair of PCHDs

~  All required central system and retailer network and software upgrades to implement
PCHDs

C. SGIwill provide the equipment and software necessary for selling new games or current
games through the new distribution channels pursuant to a final agreed upon specification
and schedule:

- RaceTrax® system and terminal software and retailer hardware including up to forty-five
{45) 40" {or larger) monitors and media servers for 40 locations, with 5 monitors and
media seivers as spares

- Research and development project to develop an interface on the DSL lottery system with
Delaware casinos that utilize SGI's BetView ™ product pursuant to an agreed upon scope
of work and schedule to provide the interface allowing playess to purchase lottery

5



products through a gaming machine. Any hardware or software required at the relevant
casino shall be the responsibility of such casino.
Interactive Lottery Mobile App
o Includes current Jackpot amounts, Winning Numbers, How to Play Tutorials,
Retailer Finder and Ticket Checker
o Centralized Webserver/Infrastructure
o Foundation for future mobile enhancements including new content, loyalty club
support, promations and the ability to tie into iLottery,

D. SGI wiil provide the following instant ticket options exercised by the DSL pursuant to fully
executed working papers for no additional cost:

Holographic Instant Tickets
Sparkle™ Instant Tickets

Installation and Other Startup Services

SGI will provide the necessary sesources required to install all components for the deployment of
the aforementioned products and services prioritized by revenue generation opportunities for the
state and per mutually agreed upon schedules. This includes:

Installation of PCHDs at each new retailer location

Site surveys prior to installation of the relevant communication equipment

Installation of the relevant communication equipment at each new retailer location
including inside wiring, emplifier and antenna as necessary

Installation of monitors and media servers for RaceTrax at up to forty (40) new retailer
locations, including inside wiring

Retailer training provided for each new RaceTrax retailer

Project Management for all systemn and product implementations
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Schedule 2

The following are the prices for the corresponding goods and services provided under the

Consolidated Agreement based upon which SGI shall issue invoices to the DSL, and the DSL
shall make paymenis to SGE

A

BB -

L]

Base System Pricing — Base System Pricing will remain the same as existing contracts
Draw percentage. Pricing as a percentage of On-Line Game Sales shall be 5.371%
Video lottery percentage. Pricing as a percentage of Video Net Proceeds shall be 1%
Keno percentuge. Pricing as u percentage of Keno sales shall be 9.95%

Cooperative Services Program (CSP) percentage. Pricing as a percentage of Total Net
Sales (of instant tickets) shall be 5.6%

Sports percentage. Pricing as a percentage of Marginal Revenue from each Racino shali
be 15.625% and as a percentage of Marginal Revenue from sports retailers shall be 25%
Chazitable video lottery terminal fee. Pricing as a percentage of the net win returned to
the DSL (based on receipt of 40% of total net win by the DSL, less 1% for responsible
gaming) shall be 25% of such net win per charitable video lottery terminal

New Product Pricing

1 PlayCentral HD self-service terminals (PCHD) percentage. In addition to
compensation by DSL under Item A{4) above, DSL shall pay SGI an amount
equivalent to 4.18% of draw game and instant game sales through PCHD,

2 RaceTrax® percentage. Pricing as a percentage of RaceTrax sales shall match the
rate of compensation paid by DSL for Keno monitor games at 9,95%,

3 Sports Mobile percentage. In addition to compensation paid by DSL under Item
A(5) above, DSL shall pay SGI an amount equivalent to 40% of Marginal
Revenue from mobile sports sales,



PROFESSIONAL SERVICES AGREEMENT

This Agreement (“Agreement”) is entered Into as of July 29", 2009 (“Effective Date”)
and will end as set forth herein by and between the State of Delaware, Department of
Finance, State Lottery Office, (“Delaware” or “Lottery”), and Scientific Games
International, Inc., (“SGI”), a Delaware corporation, with offices at 1500 Bluegrass Lakes

Parkway Alpharetta, GA USA 30004.

WHEREAS, Delaware desires to obtain certain services to implement a sports wagering
system; and

WHEREAS, 5GI desires to provide such services to Delaware on the terms set forth
below;

WHEREAS, Delaware and 5G| represent and warrant that each party has full right, power
and authority to enter into and perform under this Agreement;

FOR AND IN CONSIDERATION OF the premises and mutual agreements herein, Delaware
and 5GI agree as follows:

1. Services,

1.1 S$Gishall perform for Delaware the services specified in the Appendices to this
Agreement, attached hereto and made a part hereof.

1.2 Any direct conflict or inconsistency between the provisions of the following
documents shall be resolved by giving precedence to such documents in the
following order: (a) this Agreement (including any amendments or modifications
thereto); (b) Delaware’s request for proposals, attached hereto as Appendix C; (c)
SGl's response to the request for proposals, attached hereto as Appendix D; (d}
modifications and clarifications; and (e) purchase order. The aforementioned
documents are specifically incorporated into this Agreement and made a part
hereof. As an example, should SGI's response to the RFP contain detail on the
proposed solution in addition to the RFP requirement, this is not considered a
direct conflict.

1.3 The failure of a party to insist upon strict adherence to any term of the Agreement
shall not be considered a waiver or deprive the party of the right thereafter to
insist upon strict adherence to that term, or any other term, of the Agreement.

1.4 Delaware may, at any time, by written order, make changes in the scope of this
Agreement and in the services or work to be performed. No services for which
additional compensation may be charged by SGi shall be furnished without the
written authorization of Delaware. When Delaware desires any addition or
deletion to the deliverables or a change in the Services to be provided under this
Agreement, it shall notify SGI, who shali then submit to Delaware a "Change Order
for approval authorizing said change. The Change Order shall state whether the
change shall cause an alteration in the price or the time required by 5GI for any



15

aspect of its performance under this Agreement. Pricing of changes shall be
consistent with those established within this Agreement.

SGI will not be required to make changes to its scope of work that result in SGI's
costs exceeding the current Agreement pricing for the services.

2, Payment for Services and Expenses.

2.1

2.2

2.3

The term of the Agreement shall be in effect from the Agreement Effective Date,
including an implementation period as detailed in Section 4 below and six (6) years
of production operations, plus such time as is necessary to finish out the Lottery
business week in progress. Production operations shall begin on the date when the
first sports wagering ticket is sold to the public.

The Contract term may run a shorter period, as determined by the Lottery, due to
causes such as Contract termination or loss of statutory authority by the Lottery.
The Lottery reserves the right to renew the Contract at its sole discretion up to a
maximum of four (4) one (1) year renewals, provided that each single option to
renew is exercised by the Lottery at least ninety (90) days prior to the end of the
initial contract period, or the prior renewal period thereof, or at a time mutually
agreed upon by both parties.

The Lottery reserves the right to reactivate or further extend the initial Contract, or
any renewal thereof, at the rates and upon the terms and conditions then in effect
on thirty (30) days’ notice for one (1) or more thirty (30) day periods if a different
vendor is chosen for a subsequent Contract and the subsequent vendor's System
does not meet the requirements of the Lottery. To meet this requirement, SGI
must maintain the System in a state of readiness through the date of full
conversion to the new vendor and for thirty (30) calendar days thereafter at the
aforesaid rate to SGI. Exercising these rights shall not be construed as obligating
the Lottery to repeat the procurement process for any subsequent Contract or
conferring any right or expectation for SGI to continue operating the System after
the expiration of any such emergency extension period.

Payment to SGI shall be payable solely out of the income, revenues, and receipts of
the Lottery’s sports wagering operation. In no event shall this contract constitute
or create an obligation, either general or special, debt, liability, or moral obligation
of the State of Delaware, or any municipality, pofitical subdivision, or governmental
unit thereof or constitute or give rise to a pecuniary liability of the State of
Delaware, or any municipality, political subdivision, or governmental unit thereof
nor shall the general credit or taxing power of the State of Delaware, or any
municipality, political subdivision, or governmental unit be pledged therefor. The
payment schedule is found in Appendix B.



2.4

2.5

2.6

2.7

2.8

Unless provided otherwise in an Appendix, all expenses incurred in the
performance of the services are to be paid by SGI. If an Appendix specifically
provides for expense reimbursement, SGi shali be reimbursed only for reasonable
expenses Incurred by 5Gl in the performance of the services, including, but not
necessarily limited to, travel and lodging expenses, communications charges, and
computer time and supplies.

Delaware is a sovereign entity, and shall not be lable for the payment of federal,
state and local sales, use and excise taxes, including any interest and penalties
from any related deficiency, which may become due and payable as a consequence
of this Agreement.

Delaware shall subtract from any payment made to SGI all damages, costs and
expenses caused by SGI's negligence, resuiting from or arising out of errors or
omissions in SGI's work products, which have not been previously paid to SGI.

Invoices shall be submitted to:

Mr. Vernaon Kirk

Principal Deputy Delaware Lottery
1575 McKee Road

Dover, Delaware 13904

Additional Betlet Terminals — Initial Three Venues — Pursuant to Sections 3.2.1 and
3.2.2 of the RFP, Scientific Games will provide a total of seventy five (75} Betlet
terminals deployed. For Betlet quantities deployed above seventy five (75},
terminals will be added for no additional fee if the additional terminals produce an
average of $70,000 gross sales per week/each. (53,640,000 per year/each), For
purposes of startup, fifteen {15) of the aforementioned 75 terminals may initially
be refurbished units. For terminals above the 75 required by the RFP, where the
average fails to generate gross sales of $3,640,000 in a year, SG| will retroactively
charge the Lottery $5400/year for each terminal that failed to meet the $3,640,000
sales target, and $450/month going forward until such time as the terminal
produces an average of $70,000 gross sales per week/each. This will be calculated
by taking the total sales per week for all terminals at the venue, and dividing it by
the number of terminals delivered to the venue. If the average for all terminals is
below $3,640,000 per year/per terminal than the subset of terminals installed that
does produce 53,640,000 per year will be calculated. The result of this calculation
will be the terminals that Scientific Games will provide to the DSL free of charge
and hereafter referred to as the “Base” (under no circumstance will the Base be
less than 75 Betlet terminals). The lottery will then be charged for each terminal in
excess of the Base of installed terminals at the rate of $5400 per year. The Base
shall be recalculated annually on the contract anniversary date.,



2.9 New Venues — Incremental pricing for opening any significantly different new
venues where sports wagering will be conducted in Delaware will be negotiated.

2.10 Implementation of Remote Backup System

To date the parties have not been able to resolve the outstanding issues regarding
the location and possible cost of the remote hot backup system that cannot be
resolved in a timely fashion to avoid impacting the launch of the Sports Wagering
System as shown in SGi's proposed schedule in their technical proposal. The
parties agree that there is sufficient backup already required within this Agreement
with the secondary or redundant system located with the primary system to
protect the parties’ interest on a temporary basis. Therefore, the parties agree to
postpone the implementation of the remote hot backup system required in this
Agreement. The parties will negotiate the location, cost and installation of the
remote backup system as soon as practicable. The final agreement will be an
addendum to the Agreement.

SGI shali not be liable for any damages caused by, relating to or associated with the
decision to operate, either temporarily or permanently, the Sports Wagering
System without any remote backup Data Center.

3. Responsibilities of SGI.

3.1 5Gishall be responsible for the professional quality, technical accuracy, timely
completion, and coordination of all services furnished by SGl, its subcontractors
and its and their principals, officers, employees and agents under this Agreement.
In performing the specified services, SGI shall follow practices consistent with
generally accepted professional and technical standards.

3.2 It shall be the duty of 5GI to assure that all products of its effort are technically
sound and in conformance with all pertinent Federal, State and Local statutes,
codas, ordinances, resolutions and other regulations. SGI'will not produce a work
product that violates or infringes on any copyright or patent rights. SGI shall,
without additional compensation, correct or revise any errors or omissions in its

work products.

3.3 Permitted or required approval by Delaware of any products or services furnished
by SGI shall not in any way relieve SGI of responsibility for the professional and
technical accuracy and adequacy of its work. Delaware’s review, approval,
acceptance, or payment for any of SGI's services herein shall not be construed to
operate as a waiver of any rights under this Agreement or of any cause of action
arising out of the performance of this Agreement, and SGI shall be and remain
liable in accordance with the terms of this Agreement and applicable law for all
damages to Delaware caused by SGI's performance or failure to perform under this

Agreement.



3.4

35

3.6

3.7

3.8

3.9

SGi shall appoint a Project Manager who will manage the performance of services.,
All of the services specified by this Agreement shall be performed by the Project
Manager, or by SGV's associates and employees under the personal supervision of
the Project Manager. The positions anticipated are included in Section 3.7.1 of

SGI’s Proposal.

Designation of persons for each position is subject to review and approval by
Delaware. Should the staff need to be diverted off the project for what are now
unforeseeable circumstances, SGI will notify Delaware immediately and work out a
transition plan that is acceptable to both parties, as well as agree to an acceptable
replacement plan to fill or complete the work assigned to this project staff
position. Replacement staff persons are subject to review and approval by
Delaware. If SG! fails to make a required replacement within 30 days, Delaware
may terminate this Agreement for default. Upon receipt of written notice from
Delaware that an employee of SGI is unsuitable to Delaware for good cause, SGI
shall remove such employee from the performance of services and substitute in

his/her place a suitable employee.

SG! shall furnish to Delaware’s designated representative copies of all
correspondence to regulatory agencies for review prior to mailing such
correspondence.

SGl agrees that its officers and employees will cooperate with Delaware in the
performance of services under this Agreement and will be avaifable for
consultation with Delaware at such reasonable times with advance notice as to not

conflict with their other responsibilities.

SG| has or will retain such employees as it may need to perform the services
required by this Agreement. Such employees shall not be employed by Delaware
or any other political subdivision of Delaware.

SGI will not use Delaware’s name, either express or implied, in any of its
advertising or sales materials without Delaware’s express written consent,

3.10 SGI will assume sole responsibility and liability for delivery, installation and

maintenance of all equipment, software and support services offered in its
Proposal and for the provision of all other goods and services offered in or
acguired by its Proposal, and will directly make such representations and
warranties to the Lottery to which the Lottery and SGI may agree, whether or not
SGlis the manufacturer, producer or direct provider of the equipment, software or
services. 5GI may have subcontractors; however, SGI must accept full responsibility
for and will be strictly liable to the Lottery for any such subcontractor's
performance. The Lottery will consider SGI to be the sole point of contact with
regard to all contractual matters.



3.11 The rights and remedies of Delaware provided for in this Agreement are in addition

to any other rights and remedies provided by law.

3.12 Several items in the delivery of the Agreement will require direct coordination with

the venues. As such, SGI will work directly with the venues to determine the final
solution for the interaction between the venue staff and the risk management hub
and whether on site management is required. In addition, SG! will work with each
venue to determine the solution for event displays and/ or the system integration
of event displays at each venue.

3.13 SGI shall provide customized weekly parlay cards during football season. The parlay

cards typically will include the teams and point spreads for football games
scheduled to be played during the upcoming football weekend, along with Lottery
and venue logos, a payoff table and other items typically found on customized

parlay cards.

3.14 SGI will provide support in defining and documenting possible policies and

procedures for sports wagering start-up and will be available for ongoing
consultation during the term of the Agreement.

4. Implementation Schedule.

SGl shall install and shall be responsible for maintaining the Sports Wagering System and
Services In accordance with an implementation schedule set out in Delaware Sports
Betting Project Schedule which is attached hereto, marked as Appendix A. The parties
agree to review the implementation schedule for revisions based on the date the
contract is executed as well as when SGl is granted permission to begin discussions with

the venues,

5. State Responsibilities.

51

572

5.3

In connection with SGI's provision of the Services, Delaware shall perform those
tasks and fulfill those responsibilities specified in the appropriate Appendices.

Delaware agrees that its officers and employees will cooperate with 5G| in the
performance of services under this Agreement and will be available for
consultation with SGI at such reasonable times with advance notice as to not
conflict with their other responsibilities.

The services performed by SGI under this Agreement shall be subject to review for
compliance with the terms of this Agreement by Delaware’s designated
representatives. Delaware representatives may delegate any or all responsibilities
under the Agreement to appropriate staff members, and shall so inform SGI by
written notice before the effective date of each such delegation.



5.4

5.5

5.6

5.7

5.8

The review comments of Delaware’s designated representatives may be reported
in writing as needed to SGI. 1t is understood that Delaware’s representatives’
review comments do not relieve SGI from the responsibility for the professional
and technical accuracy of all work delivered under this Agreement.

Delaware shall, without charge, furnish to or make available for examination or use
by SGI as it may request, any data which Delaware has available, including as
examples only and not as a limitation:

a. Copies of reports, surveys, records, and other pertinent documents;

h. Copies of previously prepared reports, job specifications, surveys, records,
ordinances, codes, regulations, other document, and information related to the

services specified by this Agreement.
SGl shall return any original data provided by Delaware.

Delaware shall assist SG! in obtaining data on documents from public officers or
agencies and from private citizens and business firms whenever such material is
necessary for the completion of the services specified by this Agreement,

SG! will not be responsible for accuracy of information or data supplied by
Delaware or other sources to the extent such information or data would be relied

upon by a reasonably prudent contractor.

Delaware agrees not to use SG!'s name, either express or implied, in any of its
advertising or sales materials. SGI reserves the right to reuse the nonproprietary
data and the analysis of industry-related information in its continuing analysis of

the industries covered.

6. Amendments to the Agreement.

Any Agreement provision may not be modified, amended, altered, changed, renewed,
varied, waived or augmented, except in writing executed by both parties hereto, and
any breach or default by a party shall not be waived or released other than in writing
and signed by the other party.

7. Work Product.

7.1

To the exient that 5G] utilizes or relies upon the Inteflectual Property Rights of a
third party in fulfilling its obligations under the Agreement, SGI will provide the
Lottery with all copies of licenses and other agreements. In addition, in the event
of failure to perform or breach of Agreement SGI must ensure continued right of
use of licensed intellectual property by the Lottery. While the Lottery and SGi
agree that Intellectual Property associated with any product or service provided by
{or developed solely by} SGI during the term of this Agreement and used by the
Lottery will remain the property of SGI, SGI will grant a license to the Lottery to
make use of any such Intellectual Property on an indefinite basis with respect to
Lottery conduct of games, There shall be no additional charge for this right of the



7.2

7.3

Lottery. Intellectual property fees for third-party products, logos, trademarks,
brands or labels that SGI deploys in the System under the Agreement shall be
negotiable. SGI may not separately charge the Lottery an intellectual property fee
for any items owned by SGL

in no event shall SG| be precluded from developing for itself, or for others,
materials that are competitive with the Deliverables, irrespective of their similarity
to the Deliverabies. in addition, SGI shall be free to use its general knowledge, skills
and experience, and any ideas, concepts, know-how, and techniques within the
scope of its consulting practice that are used in the course of providing the
services.

Notwithstanding anything to the contrary contained herein or in any attachment
hereto, any and all intellectual property or other proprietary data owned by SG!
prior to the effective date of this Agreement (“Preexisting Information”} shall
remain the exclusive property of SGI even if such Preexisting Information is
embedded or otherwise incorporated into materials or products first produced as a
result of this Agreement or used to develop such materials or products.

Delaware’s rights under this section shall not apply to any Preexisting Information
or any component thereof regardless of form or media.

8. Confidential Information.

To the extent permissible under 29 Del. C. § 10001, et seq., the parties to this
Agreement shall preserve in strict confidence any information, reports or documents
obtained, assembled or prepared in connection with the performance of this
Agreement.

9. Warranty.

S.1

9.2

SGI warrants that its services will be performed in a good and workmanlike
manner. SGI agrees to re-perform any work not in compliance with this warranty
brought to its attention within a reasonable time after that work is performed.

Third-party products within the scope of this Agreement are warranted solely
under the terms and conditions of the licenses or other agreements by which such
products are governed. With respect to all third-party products and services
purchased by SGi for Delaware in connection with the provision of the Services, SGI
shall pass through or assign to Delaware the rights SGI obtains from the
manufacturers and/or vendors of such products and services (including warranty
and indemnification rights), all to the extent that such rights are assignable.



10. Indemnification; Limitation of Liability.

10.1 SGI shall indemnify and hold harmless the State, its agents and employees, from
any and all third party liability, suits, actions or claims, together with all reasonable
costs and expenses (including attorneys’ fees) directly arising out of (A) the
negligence or other wrongful conduct of SGI, its agents or employees, or (B} SGI's
breach of any material provision of this Agreement not cured after due notice and
opportunity to cure, provided as to {A} or (B) that (I} SGI shall have been notified
promptly in writing by Delaware of any notice of such claim; and (ii} SGI shall have
the sole control of the defense of any action on such claim and all negotiations for
its settlement or compromise. frrespective of anything herein, SG1 shall not
indemnify or hold harmless the State, its agents and employees from and against
any and all claims, liabilities, losses, damages, costs, injuries or expenses (including
attorneys fees), which may be incurred, suffered, or required in whole or in part
arising out of allegation(s} that the sports wagering conducted by the Lottery is
prohibited or illegal by statute, including the Professional and Amateur Sports
Protection Act (28 U.S.C. § 3701 et. seq.), by State or U.S. Constitution, by court
decision or by action of cognizant governmental agency, or such claims regarding
the procurement process and SGI expressly disclaims any and all liability relating to
any claims, liabilities, losses, damages, costs, injuries and/or expenses relating to
the legality of sports wagering.

10.2 If Delaware promptly notifies SGI in writing of a third party claim against Delaware
that any Deliverable infringes a copyright or a trade secret of any third party, SGI
will defend such claim at its expense and will pay any costs or damages that may
be finally awarded against Delaware. SGI will not indemnify Delaware, however, if
the claim of infringement is caused by (1) Delaware’s misuse or modification of the
Deliverable; {2) Delaware’s failure to use corrections or enhancements made
available by SGI; (3} Delaware’s use of the Deliverable in combination with any
product or information not owned or developed by 5GI; (4) Delaware’s
distribution, marketing or use for the benefit of third parties of the Deliverable or
(5) information, direction, specification or materials provided by Client or any third
party. If any Deliverable is, or in SGI's opinion is likely to be, held to be infringing,
SGI shall at its expense and option either {a) procure the right for Delaware to
continue using it, (b) replace it with a noninfringing equivalent, (c} modify it to
make it noninfringing. The foregoing remedies constitute Delaware’s sole and
exclusive remedies and SGI's entire liability with respect to infringement.

10.3 Indemnity Due to Sports Wagering Loss. In the event of a Sports Wagering Loss, as
defined helow, 5G} agrees to compensate the Lottery for the amount of Lottery’s
Sports Wagering Loss for the State of Delaware’s fiscal year. SGI shall pay a Sports
Wagering Loss within 15 days after the State of Delaware’s fiscal year end. "Sports
Wagering Loss" is the aggregate amount of any actual loss by the Lottery on sports
lottery wagers made with the Lottery for the State of Delaware’s fiscal year. A
Sports Wagering Loss only includes net sum of actual losses (after consideration of



11.

revenue received) by the Lottery from patrons’ sports wagers and does not include
any operating costs, taxes and other ancillary expenses and costs or losses by any
other party, including the sports lottery venues. An example for illustrative
purposes, if Sports Wagering Loss for a particular fiscal year is $1,000,000 and the
Lottery has, in fact, paid out the Sports Wagering Loss from funds then SGI shall
compensate the Lottery in the amount of $1,000,000.

Employees.

11.1 SGI has and shall retain the right to exercise full control over the employment,

direction, compensation and discharge of all persons employed by SGl in the
performance of the services hereunder; provided, however, that it will, subject to
scheduling and staffing considerations, attempt to honor Delaware’s request for
specific individuals.

11.2 Except as the other party expressly authorizes in writing in advance, neither party

shall solicit, offer work to, employ, or contract with, whether as a partner,
employee or independent contractor, directly or indirectly, any of the other party’s
personnel during their participation in the services or during the twelve (12}
months thereafter. For purposes of this Section 11.2, “Personnel” includes any
individual or company a party employs as a partner, employee or independent
contractor and with which a party comes into direct contact in the course of the

services.

11.3 Possession of a Security Clearance, as issued by the Delaware Department of Public

Safety, may be required of any employee of SGI who wili be assigned to this
project,

11.4 The Lottery reserves the right to review and for good cause shown, disapprove any

12,

employee of 5G or any employee of any subcontractor who is assigned to the
Lottery Agreement, either at Agreement inception or during the term or any
extension thereof. The Lottery will demonstrate to SGI the basis for good cause for

such rejection.

Independent Contractor.

12.1 It is understood that in the performance of the services herein provided for, 5Gi

shall be, and is, an independent contractor, and is not an agent or employee of
Delaware and shall furnish such services in its own manner and method except as
required by this Agreement. SGI shall be solely responsible for, and shall
indemnify, defend and save Delaware harmless from all matters relating to the
payment of its employees, including compliance with social security, withholding
and all other wages, salaries, benefits, taxes, exactions, and regulations of any
nature whatsoever.



12.2 5GI acknowledges that SG| and any subcontractors, agents or employees employed
by SGI shall not, under any circumstances, be considered employees of Delaware,
and that they shall not be entitled to any of the benefits or rights afforded
employees of Delaware, including, but not limited to, sick leave, vacation leave,
holiday pay, Public Employees Retirement System benefits, or health, life, dental,
jong-term disability or workers’ compensation insurance benefits. Delaware will
not provide or pay for any liability or medical insurance, retirement contributions
or any other benefits for or on behalf of SGI or any of its officers, employees or

other agents.
12.3 SGi shail be responsible for providing liability insurance for its personnel.

12.4 As an independent contractor, SGI has no authority to bind or commit Delaware.
Nothing herein shall be deemed or construed to create a joint venture,
partnership, fiduciary or agency relationship between the parties for any purpose.
SGl is authorized to accept sports wagers on behalf of the Lottery through the
Sports Wagering System.

13. Disputes under the Agreement,

In the event that any dispute arises between the parties with respect to the
performance required of SGI, the Lottery Director shall make a determination in writing
and send it to SGI. That interpretation shall be final, conclusive and not subject to
review in all respects unless SGI, within thirty (30) days of receipt of said writings,
delivers a written appeal to the Lottery Director or his duly authorized designee. The
decision of the Lottery Director on any such appeal shall be made within thirty (30) days
and shall be final and conclusive and SG1 shall thereafter in good faith and due diligence
render such performance as the Lottery Director has determined is required of it. SGY's
options with respect to any such decision on appeal shall be either 1) to accept the
determination of the Lottery Director as a correct and binding interpretation of the
Agreement, or 2) to make such claims as it may desire before a court of competent
jurisdiction. Pending a final judicial resolution of any such claim, SGlI shall proceed
diligently and in good faith with the performance of the Agreement as interpreted by
the Lottery Director and, if the contract requires, the Lottery shall compensate SGI
pursuant to the terms of the Agreement.

14, Suspension.

14.1 Delaware may suspend performance by SGI under this Agreement for such period
of time as Delaware, at its sole discretion, may prescribe by providing written
notice to SGI at least 30 working days prior to the date on which Delaware wishes
to suspend. During the period of such suspension, Delaware shall pay SG! its actual
costs incurred, including costs and expenses associated with maintaining the
system and staffing during the suspension of the Agreement. Actual costs will not
include the cost of equipment or software development, SGI shall not perform
further work under this Agreement after the effective date of suspension until



receipt of written notice from Delaware to resume performance.

14.2 In the event Delaware suspends performance by SGi for any cause other than the

15.

error or omission of $G, for an aggregate period in excess of 30 days, SGI shall be
entitled to an equitable adjustment of the compensation payable to SGI under this
Agreement to reimburse SGI for additional costs occasioned as a result of such
suspension of performance by Delaware based on appropriated funds and
approval by Delaware.

Termination.

15.1 Termination for Cause

The Lottery may immediately terminate the Agreement for any of the following
reasons by providing written notice to SGI:

1. If $GI furnished any statement, representation, warranty, or certification in
connection with the RFP or the Agreement which is materially false, incorrect, or
incomplete.

2. If SGI fails to perform any material requirement of the Agreement or is in
violation of a specific provision.
3. I1f SGI or a subcontractor commits a fraudulent act or other criminal act in its

contractual performance of this Agreement or any other contract with the Lottery
or another State agency during the terms of this Agreement.

4, If SGI suffers a material change of financial condition as outlined in Section 1.33
of the RFP.

15.2 Termination for Convenience

The Agreement shall be terminable by the Lottery without cause, at the sole
discretion of the Lottery, upon thirty (30} days written notice. When it has been
determined that an Agreement shall be terminated without cause or for the
convenience of the Lottery, the Lottery Director or his designee shall be authorized
to negotiate a settiement with SGI. Compensation to SGi for an Agreement
terminated without cause for the convenience of the Lottery shall be limited to
reasonable expenses for products, materials, and supplies, and for services
rendered, and not yet, or not fully compensated. This amount may include SGI's
net book value of its capital costs {(equipment, software development, labor,
installation), costs of the existing consumables incurred up to the date of the
termination as a result of fulfilling its obligations under this Contract, and other
reasonable costs and expenses associated with the operation or termination of the
contract. The parties shall meet to discuss and negotiate compensation. The
Lottery will make no payments for furnished work, work in progress, or raw
materials acquired unnecessarily in advance or in excess of Lottery's delivery
requirements. Upon written notification, the Agreement shall be null and void as of
that date, and each party shall be relieved of any obligation or liability to the other,



except with respect to any clauses specifically stated in the contract to survive
termination. In the event that: (1) sports wagering as conducted by the Lottery and
contemplated by the RFP shall be prohibited or become illegal by statute, including
the Professional and Amateur Sports Protection Act (28 U.S.C. § 3701 et. seq.), by
State or U.S. Constitution, by court decision or by action of cognizant governmental
agency and/or (2) the Lottery ceases conducting sports wagering because of any
issues regarding the legality of the sports wagering that the Lottery is conducting,
this Agreement shall be deemed to have terminated for convenience under the

Section.

15.3 Termination for Default

The Lottery reserves the right to cancel the Agreement and to pursue any and all
legal remedies provided at law, in equity, in this RFP or in the Agreement for
breach or nonperformance of an Agreement or other infractions, whether or not
such default results in the cancellation of an Agreement executed pursuant to the
REP. In addition to the remedy of Agreement cancellation and ali other remedies
available to the Lottery hereunder, in the Agreement, at law or in equity, the
Lottery may in its sole discretion accept partial, incomplete or otherwise non-
complying performance, and may deduct from the price to be paid under the
Agreement a sum which in the Lottery's determination reasonably reflects the
difference in value between the contract as it was to have been performed and as
it was actually performed. The Lottery shall be entitled to collect costs incurred as
the result of any breach, including court costs and reasonable attorneys’ fees.

15.4 Loss of Statutory Authority

If statutory authority to operate is lost for the Delaware Lottery, then the
Agreement shall be null and void. In the event of such an occurrence, it shall be
deemed a termination for convenience under Section 15.2

15.5 The State and the Lottery will not be liable for any costs incurred if termination is
for any of the causes stated above. In the cases above the  Lottery may cancel
the Agreement immediately and procure the articles and/or services from other
sources and hold SGi responsible for any excess costs or lost revenue occasioned
thereby. If after termination for cause of 5G| to fulfill contractual obligations, it is
determined that SGI has not so failed, the termination shall be deemed to have
been effected for the convenience of the Lottery.

15.6 If after termination for failure of SGI to fulfill contractual obligations it Is
determined that SGI has not so failed, the termination shall be deemed to have
been effected for the convenience of Delaware.

15.7 The rights and remedies of Delaware and SGI provided in this section are in
addition to any other rights and remedies provided by law or under this
Agreement.

15.8 Gratuities,



15.8.1 Delaware may, by written notice to SGI, terminate this Agreement if it is
found after notice and hearing by Delaware that gratuities (in the form of
entertainment, gifts, or otherwise) were offered or given by 5Gl or any
agent or representative of SGI to any officer or employee of Delaware with
a view toward securing a contract or securing favorable treatment with
respect to the awarding or amending or making of any determinations with
respect to the performance of this Agreement.

15.8.2 In the event this Agreement is terminated as provided in 15.8.1 hereof,
Delaware shall be entitled to pursue the same remedies against SGl it could
pursue in the event of a breach of this Agreement by SGI.

15.8.3 The rights and remedies of Delaware provided in Section 15.8 shall not be
exclusive and are in addition to any other rights and remedies provided by

law or under the Agreement.

16. Severability.

If any term or provision of this Agreement is found by a court of competent jurisdiction
to be invalid, ilegal or otherwise unenforceable, the same shall not affect the other
terms or provisions hereof or the whole of this Agreement, but such term or provision
shall be deemed modified to the extent necessary in the court's opinion to render such
term or provision enforceable, and the rights and obligations of the parties shall be
construed and enforced accordingly, preserving to the fullest permissible extent the
intent and agreements of the parties herein set forth.

17. Assignment; Subcontracts.

17.1 Any attempt by SGI to assign or otherwise transfer any interest in this Agreement
without the prior written consent of Delaware shall be void. Such consent shall not
be unreasonably withheld.

17.2 Services specified by this Agreement shall not be subcontracted by 5G|, without
prior written approval of Delaware.

17.3 Approval by Delaware of SGI's request to subcontract or acceptance of or payment
for subcontracted work by Delaware shall not in any way relieve SGi of
responsibility for the professional and technical accuracy and adequacy of the
work. All subcontractors shall adhere to all applicable provisions of this
Agreement.

17.4 SGl shall be and remain liable for all damages to Delaware caused by negligent
performance or non-performance of work under this Agreement by 5Gi, its
subcontractor or its sub-subcontractor.

17.5 The compensation due shall not be affected by Delaware’s approval of SGl's
request to subcontract,



18. Force Majeure.

A Force Majeure occurrence is an event or effect that cannot be reasonably anticipated
or controlled and is without the fault or negligence of the non-performing party. As
herein used, Force Majeure Includes, but is not limited to, fire, explosion, action of the
elements, strike or labor disturbance, rationing, war, terrorism, act of any governmental
authority or agency, civil disturbance, governmental interference, or any other cause
which is beyond the control of the party affected, and which, by the exercise of
reasonable diligence, said party is unable to prevent delays arising as a result thereof or
to predict and through advance planning avoid such delays. With respect to this clause,
the terms “act of any governmental authority or agency” and “governmental
interference” do not include as a Force Majeure occurrence acts by a State of Delaware
governmental authority or agency or interference by a State of Delaware governmental
authority or agency as such act or interference relates to the legality of sports wagering.

Except as otherwise provided herein, neither $Gi nor the Lottery shall be liable to the
other for any delay in, or failure of performance of, any covenant contained herein nor
shall any such delay or failure of performance constitute default hereunder, to the
extent that such delay or fallure is caused by Force Majeure. The existence of such
causes of delay or failure shall extend the schedule for performance to such extent as
may be necessary to complete performance in the exercise of reasonable diligence after
the causes of delay or failure have been removed.

Any such delay in or failure of performance shall not in and of itself give rise to any
liability for damages; however, the Lottery may elect to terminate the Agreement for
cause should its continuing operations, in its sole judgment, be materially threatened or
harmed by reason of extended delay or failure of performance.

During a period of non-performance due to Force Majeure, payments from the Lottery
to SGI will be suspended.

19. Limitation of Compensation Funding Source.

Any payment to SGI contemplated by this Agreement shall be payable solely out of the
income, revenues, and receipts of the Lottery’s sports wagering operation. In no event
shall the Agreement constitute or create an obligation, either general or special, debt,
liability, or moral obligation of the State of Delaware, or any municipality, political
subdivision, or governmental unit thereof or constitute or give rise to a pecuniary
liability of the State of Delaware, or any municipality, political subdivision, or
governmenta! unit thereof nor shall the general credit or taxing power of the State of
Delaware, or any municipality, political subdivision, or governmental unit be pledged

therefor.



20. State of Delaware Business License.

$Gl and all subcontractors represent that they are properly licensed and authorized to
transact business in the State of Delaware as provided in 30 Del. C. § 2301,

21. Complete Agreement.

21.1 This agreement and its Appendices shall constitute the entire agreement between
Delaware and SG! with respect to the subject matter of this Agreement and shall
not be modified or changed without the express written consent of the parties.
The provisions of this agreement supersede all prior oral and written quotations,
communications, agreements and understandings of the parties with respect to
the subject matter of this Agreement.

21.2 Hf the scope of any provision of this Agreement is too broad in any respect
whatsoever to permit enforcement to its full extent, then such provision shall be
enforced to the maximum extent permitted by law, and the parties hereto consent
and agree that such scope may be judicially modified accordingly and that the
whole of such provisions of the Agreement shall not thereby fail, but the scope of
such provision shall be curtailed only to the extent necessary to conform to the

law.

21.3 $GI may not order any product requiring a purchase order prior to Delaware's
issuance of such order. Each Appendix, except as its terms otherwise expressly
provide, shall be a complete statement of its subject matter and shall supplement
and modify the terms and conditions of this Agreement for the purposes of that
engagement only. No other agreements, representations, warranties or other
matters, whether oral or written, shall be deemed to bind the parties hereto with
respect to the subject matter hereof.

22. Miscellaneous Provisions.

22.1 In performance of this Agreement, SGI shall comply with all applicable federal,
state and local laws, ordinances, codes and regulations. SGi shall solely bear the
costs of permits and other relevant costs required in the performance of this
Agreement.

22.2 Neither this Agreement nor any appendix may be modified or amended except by
the mutual written agreement of the parties. No waiver of any provision of this
Agreement shall be effective unless it is in writing and signed by the party against
which it Is sought to be enforced.

22.3 The delay or failure by either party to exercise or enforce any of its rights under
this Agreement shall not constitute or be deemed a waiver of that party's right
thereafter to enforce those rights, nor shall any single or partial exercise of any
such right preclude any other or further exercise thereof or the exercise of any
other right.



22.4 5G| covenants that it presently has no interest and that it will not acquire any
interest, direct or indirect, which would conflict in any manner or degree with the
performance of services required to be performed under this Agreement. 5GI
further covenants, to its knowledge and ahility, that in the performance of said
services no person having any such interest shall be employed.

22.5 SGI acknowledges that Delaware has an obligation to ensure that public funds are
not used to subsidize private discrimination. SGI recognizes that if they refuse to
hire or do business with an individual or company due to reasons of race, color,
gender, ethnicity, disability, national origin, age, or any other protected status,
Delaware may declare SGI in breach of the Agreement, terminate the Agreement,
and designate SGI as non-responsible.

22.6 SG! warrants that no person or selling agency has been employed or retained to
solicit or secure this Agreement upon an agreement or understanding for a
commission, or a percentage, brokerage or contingent fee, For breach or violation
of this warranty, Delaware shall have the right to annul this contract without
liability or at its discretion deduct from the contract price or otherwise recover the
full amount of such commission, percentage, brokerage or contingent fee.

22.7 This Agreement was drafted with the joint participation of both parties and shall be
construed neither against nor in favor of either, but rather in accordance with the

fair meaning thereof,

22.8 $GI shall maintain all public records, as defined by 29 Del. C. § 502(7), relating to
this Agreement and its deliverables for the time and in the manner specified by the
Delaware Division of Archives, pursuant to the Delaware Public Records Law, 29
Del. C. Ch. 5. During the term of this Agreement, authorized representatives of
Delaware may inspect or audit SGI’s performance and records pertaining to this
Agreement at 5GI business office during normal business hours.

22.9 If any officer or employee of SGI or of any subcontractor purchases a Delaware
sports wagering ticket and/or attempts to collect winnings, such officer or
employee will be removed from any involvement from any Lottery project and
disciplinary action will be taken against such individual, including possible
termination.

23. Audit and Accounting Requirements.
Under the Agreement, SGI must meet specific auditing and accounting obligations:

A. SGlshall have a complete corporate financial audit conducted annually, at its own
expense. The audit must follow generally accepted auditing standards (GAAS} or the
appropriate non-U.S. equivalent. A copy of SGI's certified financial statements shall
be provided within one quarter after the close of SGI's fiscal year.

B. If applicable, SGI shall provide the Lottery with Securities and Exchange Commission
(SEC) 10-K reports (or the appropriate non-U.S. equivalent) as they are issued,
together with any other reports required pursuant to Section 13 of the Securities



and Exchange Act of 1934, as amended.

C. Athird-party review of SGI's Delaware operations must also be conducted annually.
This audit will be a Statement on Auditing Standards (SAS) 70 audit, Type 2, at the
sole discretion and determination of the Lottery, and shall be paid for by SGl. For
this review SGI will suggest, for the Lottery’s approval, the firm{s} to perform the
work. All financial aspects shall be conducted pursuant to auditing standards as
issued by the American Institute of Certified Public Accountants. Annual reviews
shall occur on a July through June basis and will be reported to the Lottery not later
than forty-five (45) days after the close of the State’s fiscal year. The first audit shall
cover a partial year ending with the State’s fiscal year,

D. SGiis required to maintain its books, records and all other evidence pertaining to
the contract in accordance with generally accepted accounting principals (GAAP) (or
the appropriate non-U.S. equivalent) and such other procedures specified by the
Lottery. These records shall be available to the Lottery, its internal auditors or
external auditors (and other designees) at all times during the Agreement period
and for five (5) years from the Agreement expiration date or final payment on the

Agreement, whichever is later.

24. Insurance.
24.1 SG| shall maintain the following insurance during the term of this Agreement:

A. Worker’s Compensation and Employer’s Liability Insurance in accordance with
applicable law, and
B. General Liability Insurance. Commercial General Liability and Property Damages

tnsurance with limits not less than $2,000,000 for any one person and
$4,000,000 for any one occurrence for personal injury, and $1,000,000 for any

one occurrence for property damages, and
C. Miscellaneous Errors and Omissions - $3,000,000, and

D. Automotive Liability Insurance covering all automotive units used in the work
with a single limit of not less than $1,000,000.

24.2 SGI shall provide thirty {30) days written notice of cancellation or  material
change of any policies.

24.3 Before any work is done pursuant to this Agreement, the Certificate of Insurance
and/or copies of the insurance policles, referencing the contract number stated
herein, shall be filed with the State no later than 10 days prior to production start
up. The certificate holder is as follows: Wayne Lemons or his designee.

24.4 In no event shall the State of Delaware be named as an additional insured on any
policy required under this agreement.



25. Assignment of Antitrust Claims.

As consideration for the award and execution of this contract by the State, SG! hereby
grants, conveys, sells, assigns, and transfers to Delaware all of its right, title and interest
in and to all known or unknown causes of action it presently has or may now or
hereafter acquire under the antitrust laws of the United States and the State of
Delaware, relating to the particular goods or services purchased or acquired by the State
pursuant to this contract.

26. Under no circumstance is there indemnification by Delaware of 5GI. Any references
to any form of indemnification by Delaware of 5Gl in this contract are null and void.

27. Delaware does not waive its sovereign immunity by entering into this contract and
fully retains all immunities and defenses provided by law to actions based on his
contract.

28. Risk Management.

SGI shall notify the Lottery before accepting wagers on any type of event not previously
mutually agreed upon by both parties. Lottery shall have the right to disapprove
wagering on types of events it reasonably determines to be detrimental to the image of
the Lottery. SGI will cease wagering on such disapproved event as soon as practicable
following written notice from the Lottery.

Due to the dynamic nature of sports wagering, day-to-day risk management shall be the
sole responsibility of SGI. As such, SGI shall have the exclusive right, subject to
applicable state and federal law, to make all decisions relating to all aspects of risk
management, including, without limitation, the types of wagers offered and accepted,
wagering limits, lines and point spreads, and all similar matters. It is specifically agreed
that SGI shall have the exclusive right to accept or reject any wager or desired wager,
without interference from the Lottery or its licensees, for any reason or for no reason.
No regulation adopted by the Lottery shall limit or modify the foregoing rights granted

to SGl.

29. Federal Excise Tax on Sports Wagers

As a division of a sovereign entity, the Lottery is of the belief that it is not liable for any
U.S. Federal excise tax on sports wagers, including the tax imposed by IRC § 4401(a)(1) .
However, if wagering contemplated by this Agreement is determined to be taxable and
SGl is determined to be liable for such excise taxes then SGI's base compensation rate
under this Agreement shall be adjusted to fully compensate for the expense of such

taxes,



30. Governing Law.

This Agreement shall be governed by and construed in accordance with the laws of the
State of Delaware, except where Federal Law has precedence. 5G! consents to
jurisdiction and venue in the State of Delaware.

31. Notices.

Any and all notices required by the provisions of this Agreement shall be in writing and
shall be mailed, certified or registered mail, return receipt requested. All notices shall be

sent to the following addresses:

TO DELAWARE:
Delaware State Lottery
1575 McKee Road
Suite 102

Dover, DE 19904
Attn: Wayne Lemons, Director

TO SGI:

Scientific Games International, Inc

1500 Bluegrass Lakes Parkway

Alpharetta, GA 30004

Attn: Pat McHugh, Vice President- North American Operations

With a copy to:

Scientific Games International, inc
1500 Bluegrass Lakes Parkway
Alpharetta, GA 30004

Attn: Legal Department

32. Counterpart.

This Agreement may be signed in one or more counterparts, each of which shall be an
original, with the same effect as if the signatures were upon the same Agreement. This
Agreement shall become effective as of the date first appearing above when each of the
parties hereto shall have signed a counterpart hereof.

SIGNATURE PAGE TO FOLLOW



IN WITNESS THEREOF, the Parties hereto have caused this Agreement to be duly executed as of
the date and year first above written.

STATE OF DELAWARE
DEPARTMENT OF FINANCE
DIVISION OF LOTTERY

- -
— - -)
Name: _/Z/p/r//u’» 64&{4%:/

Witness
Title: Director, Delaware Lottery
Date: July 29, 2009 Date: July 29, 2009
SCIENTIFIC GAMES INTERNATIONAL, INC,
Witness Name:

Title:

Date: Date:




IN WITNESS THEREOF, the Partles hereto have caused this Agreement to be duly
executed as of the date and year first above written.

STATE OF DELAWARE
DEPARTMENT OF FINANCE
DIVISION OF LOTTERY

Witness Name:
Title:
Date: Date:

SCIENTIFIC GAMES INTERNATIONAL, INC.

Witness

Dsinadadan, oy

Title: \\ Lo \N\\ Lol ’S%l (\ém‘a( ek T
Date: | \, &“«A,O“x pate: ) \Ie-),‘\ ‘n




APPENDIX B - PRICING

1. Base System Pricing: Quoted as a percentage of marginal revenue, carried to four (4) decimal

places. The basis is a six (6} year contract base period.

A. Straight Wagers (Head-to-Head with point spread and/or odds) and Parley Wagers (minimum
two event selections) Price as a Percentage of Marginal Revenue
12.5000%

B. Parley Wagers (minimum two event selections) only Price as a Percentage of Marginal
Revenue 15.6250%

2. Offered Options;

a. Integrated branding module integrated into BetJet Flip scanner: No Charge
b. Bet Jet terminal storage upgrade up to 80MB TBD
¢. Betlet terminal memory upgrade from 512MB to 1 GB No Charpe
d. Insertion type card reader for Betlet Flip terminal: No Charge
e. Keyboard for Betiet Flip Terminal TBD
f. Software to manage use and accounting of Customer Cards TBD
g. Software to integrate card usage into existing loyalty programs TBD
h. Secure PIN Pad TBD
t. Coin Acceptor on BetJet SL TBD
j- SPLASH handheld terminal TBD
k. Account Wagering terminal TBD
. Wireless feature 802/11a/b/g TBD
m. Proximity sensor TBD
n. Biometric reader TBD

0. Back-up at third party provider in DE instead of NDC in Georgia TBD
p. Alternative Pricing models in place of single percentage TBD

q. Changes and enhancements that exceed RFP and contractually
specified requirements; including but not limited to, categorically
different service obligations, and technology enhancements TBD



FIRST AMENDMENT TO
PROFESSIONAL SERVICES AGREEMENT

This First Amendment to Professional Services Agreement (“First Amendment”)
is entered into as of August 1, 2010 (“Effective Date”) by and between the State of
Delaware, Department of Finance, Division of Lottery, {“Delaware”), and Scientific
Games International, Inc., a Delaware corporation, with offices at 1500 Bluegrass Lakes
Parkway Alpharetta, GA USA 30004 {“SGI”),

WHEREAS, Delaware and SG! entered into a Professional Services Agreement on
July 29, 2009 to provide a sports wagering system and services (“Sports Wagering
Agreement”); and

WHEREAS, Delaware and SG) are also parties to an Agreement dated September
25, 2001 wherein $GI provides on-line lottery equipment and services, video lottery
terminals and lottery instant-game products and services to Defaware (“Online Lottery
Agreement”); and

WHEREAS, Delaware and SGI desire to move the system services and equipment
detailed below that are provided under the Sports Wagering Agreement into the Online
Lottery Agreement, which shall also be memorialized in a separate amendment to the
Online Lottery Agreement executed contemporaneously with this First Amendment;

FOR AND IN CONSIDERATION OF the premises and mutual agreements herein,
Delaware and SGI agree as follows:

1. Any and all services and equipment concerning the central sports wagering
system shall be removed in from the Sports Wagering Agreement and shall be included,
in full, in the Online Lottery Agreement as provided in the Sixth Amendment to the
Online Lottery Agreement.

2. The central sports wagering services and equipment include all services and
equipment relating to central processing system, communication networking services,
software creation, maintenance and support, data center equipment and services and
wagering terminals and maintenance more specifically detailed in the attachment
hereto.

3. All other terms and conditions in the Sports Wagering Agreement are unchanged
herein, including the pricing stated in Appendix B.

IN WITNESS THEREOF, the Parties hereto have caused this Agreement to be duly
executed as of the date and year first above written,




STATE OF DELAWARE

DEPARTMENT OF FINANCE
DIVISION OF LOTTERY
'7;(/ch L, ai'ser / /
Witness Name: ( c’l/ﬂzﬂ/L C (2 gettiien”
Title: m&,_m_{f/" &L
Date: 8' 5" /0 Date: 5:/.1—//9

SCIENTIFIC GAMES INTERNATIONAL, INC.

€(§\an s\,‘\\k,c,u\/ @V\
Witness 3 Name: { NP

Title:/ ?{ %y r’\on:‘l‘{. u\J«eI‘k{ S\{ .‘1‘1-(".'.!'\ 5 Gﬂ)u\_p *L
o

Date: ?!(oll (D Date: ‘B_/B!I'L’)



SECOND AMENDMENT TO PROFESSIONAL SERVICES AGREEMENT

This Second Amendment to Professional Services Agreement ("Second
Amendment") is entered info as of August 1, 2012 ("Effective Date") by and between the
State of Delaware, Depariment of Finance, Division of Lottery, ("Delaware"), and Scientific
Games International, Inc., a Delaware corporation, with offices at 1500 Bluegrass Lakes
Parkway Alpharetta, GA 30004 ("SGI").

WHEREAS, Delaware and SGI entered into a Professional Services Agreement on
July 28, 2009, as amended by the First Amendment dated August 1, 2010, to provide a
sports wagering systern and services ("Sports Wagering Agreement"); and

WHEREAS, Delaware and SGI are also parties to an Agreement dated September
25, 2001 wherein SG! provides on-line loitery equipment and setvices, video lottery terminals
and lottery instant-game products and services to Delaware; and

WHEREAS, Delaware and SGI desire to further amend the Sports Wagering Agreement

to address the implementation of the System in relation to significantly different new venues
where sports wagering will be conducted in the State of Delaware; and

3.

WHEREAS, paragraph 6 of the Agreement allows amendments if authorized in
writing by both parties;

FOR AND IN CONSIDERATION OF the promises and mutual agreements set forth
herein, Delaware and SGI agree as follows:

Pursuant to Section 2.8, and in addition to the compensation paid to SGI pursuant to
Appendix B of the Sports Wagering Agreement, SGI shall receive 25% of Marginal
Revenue for the implementation and on-going operation of the System other than in
the Initial Three Venues.

This Agreement may be signed in one or more counterpars, each of which shail be an
original, with the same effect as if the signatures were upon the same Agreement. This
Agreement shall become effective as of the date first appearing above when each of the
parties hereto shall have signed a counterpart hereof.

All other terms and conditions in the Sports Wagering Agreement are unchanged
herein, including the pricing stated in Appendix B.

SIGNATURE PAGE TO FOLLOW



IN WITNESS THEREOQF, the Parties hereto have caused this Agreement to be duly executed
as of the date and year first above written.

STATE OF DELAWARE SCIENTIFIC GAMES INTERNATIONAL, INC.
DEPARTMENT OF FINANCE

DIVISION OF LOTTERY

Name: l/J/fm 7 / /;’f Name: ¢ » /Z&/&!—# 7{2

Title: /) (Ve (”[7/@\ Title: /n,,; 4 ;«7 SC L IEEY SH5

Date: 5_1 @(r ' Z—‘Qi&““ Date: /d';/ /’/ i




THIRD AMENDMENT TO PROFRSSIONAL SERVICES AGREEMENT

This Third Amendment to Professional Services Agreement (“Third Amendment”) is entered into as of
July 30, 2015 (“Effective Date™) by and between the State of Delaware, Department of Finance, Division
of Lottery (“Delaware”) and Scientific Games, International, Inc., a Delaware Corporation, with office at
1500 Bluegrass Lakes Parkway, Alpharetta, GA 30004 (“SGI”).

WHEREAS. Delaware and SGI entered into a Professional Service Agreement on July 29, 2009,
as amended by the First Amendiment dated August I, 2010 and a Second Amendment dated August 1,
2012, to provide a sports wagering system and services (“Sports Wagering Agreement”) ; and

WHEREAS, Delaware and SGI are also patties to an Agreement dated September 25, 2001
wherein SGI provides online lottery equipment and service, video lottery terminals and lottery instant-
game products and service to Delaware; and

WHEREAS, paragraph 6 of the Agreement allows amendments if authorized in writing by both
parties; and

WHEREAS, Delaware and SGI desire to further amend the Sports Wagering Agreement to
extend the Agreement;

FOR AND IN CONSIDERATION OF the promises and mutual agreements set forth herein,
Delaware and SGI agree as follows:

1. Pursuant to Section 2.1, the parties hereby agree to extend the Agreement for four (4) years, to
expire July 29, 2019,

2. In partial consideration for such extension, SGI agrees to provide the following goods and
services to Delaware:

a. SGI agrees to install and implement a remote back-up system within the State of Delaware
in accordance with mutually agreed-upon written specifications and implementation
schedule; and

b. SGI further agrees to provide Delaware with an option to implement a mobile application
capable of providing an agreed upon set of functionality, which may include placing bets
on the sports wagering system from a players’ mobile device, subject to the mutual
agreement of the parties that each such functionality is authorized by and complies with all
applicable laws, rules and regulations related to such functionality.

3. This Agreement may be signed in one or more counterparts, each of which shall be an original,
with the same effect as if the signatures were upon the Agreement. This Agreement shall become
effective as of the date first appearing above when each of the parties hereto shall have signed a
counter hereof.

4. All other terms and conditions in the Sports Wagering Agreement are unchanged herein,
including the pricing stated in Amendment 2.

(Signatures on following page.)



IN WITNESS THEREOF, the parties hereto have caused this agreement to be duly executed as of the
date and year first above written,

STATE OF DELAWARE SCIENTIFIC GAMES INTERNATIONAL,
INC
DEPARTMENT OF FINANCE
DIVISION OF LOTTERY y
WQ'LX% : M e
;
Name: z/ { / ;/4/ Name: -:PGNQ\L NA¢ hv;‘,\\
titl: _DIRECTOR Title:  (residosy, LoHer, SFSlens

Date: Zﬁt OuL-T/ Zﬁig Date: 7/2.3 // 5




Peg Rose

_—— e e —_— e
From: Kayla Brown <KBrown@wvlottery.com>

Sent: Friday, March 15, 2019 3:45 PM

To: Gerald Aubin

Cc: Peg Rose

Subject: WV Lottery : IGT Information

Attachments: Contract Term.docx

Director Aubin,
Attached is a summary of our current on-line gaming system and services agreement with IGT. Additional commentaries
have been included to be most helpful to your organization.

If you have additional questions pertaining to equipment, services, or terms of the contract not provided herein, please feel
free to contact me. Have a great weekend!

Kayla L. Buown Giordana

Deputy Director of Marketing

West Virginia Lottery

900 Pennsylvania Avenue, Charleston, WV 25302
Phone: (304)558-0500 Ext. 297

Cell: (304)546-2113

E-mail: KBrown@wvlottery.com

Confidentiality Statement: This communication (including any attachments) is intended for the use of the
intended recipient(s) only and may contain information that is confidential, privileged or legally protected. Any
unauthorized use or dissemination of this communication is strictly prohibited. If you have received this
communication in error, please immediately notify the sender by return e-mail message and delete all copies of
the original communication. Thank you for your cooperation. This email may contain confidential and
privileged material for the sole use of the intended recipient(s). If you are not the intended recipient (or
authorized to receive for the recipient), please contact the sender by reply email and delete all copies of this
message. Also, email is susceptible to data corruption, interception, tampering, unauthorized amendment and
viruses.
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3.1

APPENDIX 1

WORK STATEMENT

INTRODUCTION

AWI will provide the On-line Gaming, Instant Game pass-through and Video
Lottery Terminal systems and services described in this Work Statement for the
Delaware State Lottery (“DSL”).

CENTRAL SYSTEMS FOR VIDEO AND ON-LINE GAMES SUPPORT

AWI will supply a Lottery Gaming System consisting of its MasterLink®
Advanced Gaming System to handle the DSL's immediate and long-range needs
for the DSL's On-line Games and Instant Games pass-through transactions, and
AWTD’s Advanced Gaming System (AGS) to provide monitoring and accounting
for Video Lottery Terminals. The MasterLink® System will be comprised of the
On-line Games Module (OGM) and Information Management Module (IMM) for

the On-line Games. )

This MasterLink® System .features improved Management Terminal “GUI”
screens that are more efficient and easier to use and will operate from new IBM
RS/6000 Model 7026-H80 computer platforms. The AIX operating system
(Version 4.3.3), the Oracle Database Management System (Version 8.1.7) and
MasterLink® application software will also be utilized.

AWI will incorporate several state-of-the-art third-party software support
packages:

*  Oracle® Discoverer™

+ Tivoli TME Enterprise Management System

* IBM Performance Toolkit

« IBM HACMP (High Availability Cluster Multi Processing)

AWI will provide a Lottery Gaming System platform consisting of ten RS/6000
systems. The general functions of these systems are:

System | - Primary MasterLink® System On-line Games Module (OGM).
System 2 _ Primary Advanced Gaming System (AGS).
System 3 - Primary MasterLink® Information Management Module (IMM).

System 4 - Backup system for the Advanced Gaming System (AGS).
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System S - Hot backup for the OGM, and simultaneously a backup for the IMM.
System 6 - A Remote Site hot backup for the primary OGM/IMM systems.
System 7 - A Remote Site backup for the primary AGS system.

System 8 - A separate system equipped for the testing and development of
MasterLink® System OGM application software.

System 9 - A second test system allowing for the configuration and testing of
HACMP (High Availability Software) for use with the AGS.

System 10 - A third test system allowing for the configuration and testing of
HACMP (High Availability Software) for use with the AGS.

For disk mirroring, AWI will use RAID (Redundant Array of Inexpensive Disks)
Level 5 to secure data files on physical disk media for the protection of the data
within the RS/6000 systems. Physical separation of the Primary Site host
processing systems will ensure that no common point of failure exists, and a
component failure in one central site host processing system will not cause a
failure in the other system(s).

Because of the relatively short product cycle of certain hardware components,
AWI, with the permission of the DSL, may substitute certain system hardware
provided the substitution meets or exceeds the specifications of the proposed
equipment.

Deviations from standard hardware and software products will be documented in
writing by AWI to the DSL.

Gaming Hardware at the Primary Site

1. Primary Site Host Systems. At the Primary Site, AWI will provide five
systems, 1denfified in § 3.1 as System 1 through System 5. Within the
Primary Site, these five systems will provide duplexed functionality for
each major system (OGM, IMM, AGS), with no single or common point
of failure between them..

2. Failover. Systems 4, 5, 6 and 7 are backup systems, each of which will
assume the load in case of a failure in a primary system (Systems 1, 2 and
3), without loss or corruption of any data and transactions as received
prior to the time of the failure. In the event that one of the primary systems
fails, the “j-plexed” RS/6000 systems will always be prepared for a
complete system failover. The operating procedures for the failover
transfer of OGM or IMM operations to a duplexed backup system as
stated in § 3.1.1.3 of AWTI's Proposal. The failover capability for the AGS
at the Primary Site will be provided via HACMP software as described in



§3.1.1. of AWI's Proposal.

Operations Procedures.  Procedures for computer operations staff,
especially regarding Tailure situations will be straightforward. AWI's
failure scenarios and operator procedures as stated in § 3.1.1.3 of AWI's
Proposal.

Secure Connections. There will be no capacity to connect into any
gaming sysiem Ifrom a remote, non-gaming terminal without DSL
approval. Connections to other remote systems and terminals will be
protected by firewalls, encryption, or other means. The acceptability of
any such security approach will be subject to DSL approval.

Time Synchronizing. The MasterLink® System will have a time-
synchronizing mechanism based upon the industry-standard Network
Time Protocol (NTP} to ensure that all equipment comprising it, at the
secondary site as well as the Primary Site, use the same clock for
consistent time recording and reporting for events and transactions. This
mechanism will pass the time from the primary OGM system to the
backup systems and ComLink front-end processors on the network
whenever the on-line program is invoked. NTP will also be used to pass
the time from the primary AGS to the backup AGS and FEPs (front-end
Processors).

Host Location. AWI will locate its primary Lottery Gaming System
operations al its existing data center in Dover, Delawarc. This Primary
Site is described in §3.3 of AWI's Proposal. Security measures for the
Primary Site will be as described in §3.3 of AWI's Proposal. This location
may be a shared operational site so long as strict security measures are in
effect which separate DSL processing from any other.

Disaster Recovery. In the event of irreparable damage at the Primary Site,

or of an unplanned, long abandonment of the Primary Site, AWI will
provide at no additional cost replacement systems and components
necessary to resume DSL operations. These components will be installed
within 60 days after the disaster, while daily operations proceed from the
Remote Backup Site.

3.1.2 Remote Backup Site

1.

Remote Backup Hosi(s). At the Remote Backup Site, AWI will provide
tive additional systems, identified in § 3.1 as System 6 through System 10,
Each of these remote backup systems will take over for corresponding
Primary Site systems if necessary. Data recorded at the remote site will
always contain the most recent transactions, allowing a rapid takeover.
The Lottery Gaming System will be operated once per month using the




Remote Backup Site platforms as the primary OGM, IMM and AGS
systems to ensure that those systems can easily function as such in
emergency situations. The communications network will be re-routed to
support the remote site OGM and AGS systems. Details of the recovery
process will be as described in §3.1.1.3 of AWTI's Proposal.

Remote Backup Site Sizing. The Remote Backup Site system(s) will be of
the same type, model, and capacity as that of the Primary Site systems.

Remote Backup Site Location. AWI will operate the remote backup
systems at the AWT Tacility in Sharon Hills, Pennsylvania, and the setup
and configuration of the remote backup systems will be as stated in §
3.1.2.1 of AWTI's Proposal.

Secure Connections. There will be no capacity to connect into any
gaming system Ifom a remote, non-gaming terminal without DSL
approval. Connections to other remote systems and terminals will be
protected by firewalls, encryption, or other means. The acceptability of
any such security approach will be subject to DSL approval.

3.1.3  Testing Platform(s)

1.

Testing Availability for Host Systems. All host systems at the Primary
and Remote Backup Sites will be availablc at any time for testing by the
DSL, with full support from AWIL.

Testing and Development System. AWI will provide three separate
systems af the Remote Backiip Site for MasterLink® System and AGS
soltware testing and development. They will be identical in architecture
and capacity to the production systems and will be updated and activated
as necessary in anticipation of a hardware or software failure.

Video Lottery Terminal Testing. AWI will connect to Video Lottery
l'erminals 1n the TISL Testing Lab and support Video Lottery testing as
stated in details on the Video Lottery testing lab contained in Section 3.7.5
of the AWI Proposal.

Testing On-line and Mid-range Retailer Terminals, AWI will permanently
install "two Management Terminals, af Icasi five Xion /M Retailer
Terminals, two privileged terminals, and two OmniFlex mid-range
Retailer Terminals at the Primary Sitc for the purpose of supporting
testing. These terminals will be configured to support all appropriate
functions to facilitate testing. AWI will provide and install any additional
Retailer and Management Terminals needed for specialized tests.

Secure Connections. There will be no capacity to connect into any




gaming system from a remote, non-gaming terminal without DSL
approval. Connections to other remote systems and terminals will be
protected by firewalls, encryption, or other means. The acceptability of
any such security approach will be subject to DSL approval.

AWI will make the testing platform(s) available for remote testing by
outside independent labs for verification of gaming software. AWI will
provide support for the DSL's testing activities, and the DSL will be
responsible for compensating any such independent testing laboratory or
other third parties.

AWI will be responsible for maintaining all hardware and software
licenses and contracts with its vendors for the test environment.

3.1.4 Gaming Quantitative Performance Criteria

1.

Network Size. The MasterLink® System will support a network of four

undre on-line Retailer Terminals, one hundred fifty (150) mid-
range Retailer Terminals, and six thousand (6000) Video Lottery
Terminals and will accommodate up to six hundred (600) active Retailers
and 9,000 Video Lottery Terminals with minimal or no upgrading,

Sales Throughput. The MasterLink® System will handle up to five
thousand (5,000} On-line Games sell transactions per minute.

Cash and Cancel Throughput. The MasterLink® System will process up to
five hundred (500) combined cash (validation) and cancel transactions per
minute, while selling at the rate set forth in § 3.1.4.2 above.

Ticket Response Time. Each single wager (single panel) On-line Games
ticket will average no more than four (4) seconds from completion of data
entry ("Send" or “Quick Pick™ is pressed or play slip is read and
registered) to availability of the On-line Games ticket for the Retailer (on-
line Retailer Terminals only).

Multi-wager Ticket Response Time. Variable length, multi-wager (up (o
1U [ten] panel) On-line Games lickets will average no more than six (6)
seconds after completion of data entry ("Send" or “Quick Pick” is pressed
or play slip is read and registered) to availability of the On-line Games
ticket for the Relailer (on-line Retailer Terminals only),

Other Transactions Response Time. All other transactions will average no
more than eight (8) seconds affer completion of data entry ("Send" or
“Quick Pick” is pressed) to availability of the On-line Games ticket or
report to the Retailer (on-line Retailer Terminals only),  (This
specification does not include long reports printed at the Retailer location.)
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7. Primary Site Failover. The Primary Site OGM and AGS system takeover
(system to system at Primary Site) will occur within two minutes.

8, Backup Site Failover. Remote Backup Site system recovery from a
Primary Sit¢ Tailure will be accomplished in no more than ten (10) minutes
without loss of recent (or any) transactions.

9. System Capacity, The MasterLink® System will have the hardware and
sottware capacity to accommodate one hundred (100) concurrent Instant
Games being passed-through, an on-line sales day of at least five million
dollars ($5,000,000) and a nine billion nine hundred ninety-nine million
dollar ($9,999,000,000) On-line Games jackpot.

10.  One Year Tickets. The MasterLink® System will have the hardware and
software capacily to retain winning On-line Games tickets up to one (1)
year after the drawing.

Operating Hours

The MasterLink® System operating hours for the OGM System are expected to be
6:00 a.m. through midnight at the initiation of the Agreement. Operating hours
for the Video Lottery Terminals are expected to be 8:00 a.m. through 2:00 a.m.
Monday - Saturday, and Sunday 1:00 p.m. through 2:00 a.m. Monday at the
initiation of the Agreement. AWI acknowledges that the DSL may expand the
aforesaid hours during the Term of this Agreement.

New and Unused Equipment

AWT hereby certifies that the Lottery Gaming System processing hardware,
networking equipment and Retailer Terminals and diagnostic equipment will be
new and unused. The equipment delivered will be of current manufacture at the
time of Conversion,

COMMUNICATIONS NETWORK

AWI will provide a telecommunications network to serve the DSL. AWI has
provided a design for this network, and the network will be as stated in the
diagram shown in Figure 1. AWI will continue to perform research on alternative
communications technologies, and will be prepared, upon approval from the DSL,
to implement such technology as has been approved in place of or in addition to
the network configuration shown in Figure 1. However, AWI will rely on the
existing telecommunications network until the new network is fully operational.



Figure 1: Network Design

AWI will be responsible lor the installation of this network according (o mutually
agreeable specifications. Following implementation, AW] will be responsible for
managing and monitoring this network.

Network Design and Implementation

The network design inchudes connectivity for the Retailer Terminals, Video
Lottery Terminals (*VLTs™), and Management Terminals, as well as associated
local area network (LAN) connections in support of the foregoing devices.

AWL will provide all of the equipment within this network that is not within a
carricr “cloud;” i.e., the portion ol the network, including network equipment,
provided by the carrier. This cquipment will be new and unused. The
manufacturers and model numbers of this equipment will be as stated in Section
3.2.1, Table 3.2-3, of AWI’s Proposal,

1. Retailer Network. AWI will provide end-to-end connectivity {or Retailer
termiiials To the Primary and Remote Backup Sites by a combination of
two wireless teleccommunications technologies. The primary technology is




a statewide radio network. For Retailer Terminals located in areas where
radio proves to be unfeasible, AWI will provide satellite technology in its
place, AWI will perform a detailed radio engineering analysis to
determine those Retailer Terminals best served by radio and those will be
served by satellite. This detailed engineering analysis will also be used to
determine the exact geographic locations of the various components of the
radio network.

The statewide radio network will use the Mavric™ family of wircless
inter-networking controllers by Metric Systems Corporation, As noted in §
3.2 of this Work Statement, the specific equipment comprising this
network will be as stated in § 3.2.1, Table 3.2-3, of AWI’s Proposal.

AWI will provide a satellite network from Hughes Network Systems to
support those terminals for which radio service is deemed unfeasible. AWI
will install a Hughes PES 5000 VSAT unit at cach Retailer Terminal
location fo be connected by satellite technology. These units will provide
connectivity as stated in § 3.2.1.1 of AWI's Proposal, under the
subheading “Satellite Retailer Network.”

Mid-Range Retailers. AWI will provide connectivity for mid-range
Retailer Terminals to the Primary and Remote Backup Sites in accordance
with the same detailed radio engineering analysis and by means of the
same combination of radio and satellite telecommunications technology as
set forth in §3.2.1.1 of the Work Statement.

Video Lottery Terminals. AWI will provide connectivity from the Primary
and the Remote Backup Sites to all three Delaware racetracks, and then to
all VLTs installed at those racetracks, AWI’s design for the VLT network
as detailed in Figures 3.2-8 and 3.2-9in § 3.2.1.3 of AWI’s Proposal.

Management Terminals. AWI will provide connectivity from the Primary
and Remote Backup Sites for Management Terminals to be used by the
DSL and AWI. For the DSL, this includes a link to the DSL management
LAN.

Local Area Networks. AWI will provide LANs for the Primary and
Remote Backup Sites as part of its overall network design plan.

Retailer Wiring Installation. In the event a communications carrier should
determine that ifs demarcation at the Retailer premises is not near the
Retailer’s prescribed location for the Retailer Terminal, AWI will assume
the responsibility to provide the inside wiring ot other communications
mechanism.




3.2.2 Network Design Features

AWTI will provide communications facilities with monitoring, redundancy, and
security features designed to reduce the possibility that a disruption could impact
the telecommunications network, the MasterLink® System or the AGS.

L.

Fault Tolerance. The telecommunications network that AWI will provide
feafures that will minimize single points of failure and the impact of
failures within the network. These features will be as stated in § 3.2.2.1 of
AWT’s Proposal

Fault notification. The host processors, front-end processors, Retailer
Terminals, and diagnostic equipment will be able to notify the network
management and monitoring system (described in § 3.2.4.1 of this Work
Statement) of significant {ransmission failures or outages immediately
after occurrence.

Encrypted External Transmissions. All data communications external to
secured Tfacilifies by the MaslerLink® system and the AGS will be
encrypted, at a minimum, in accordance with the Federal Data Encryption
Standard (DES). All data will be encrypted from point of transmission to
point of receipt, including any data transmitted directly from the Primary
Site to the Remote Backup Site, to DSL offices, to the three racetrack
venues, fo Retailers, and to any other remote locations as may be
necessary. Protected information will include, but is not limited, to plays,
validations, security codes, reports, and downloaded software. The AWI
encryption scheme will be subject to review and approval by the DSL.

Incomplete Transactions. The MasterLink® System will not process a new
transaciion from a Refailer Terminal until that terminal’s preceding
transaction has been completed. Such Retailer Terminal will have the
capability to continue requesting that the system process the transaction
until recovery has been completed, or a "time-out" condition exists. Each
message transmission between the Retailer Terminal and the MasterLink®
System has a built-in error-checking code.

If at end-of-day it cannot be determined whether a transaction has been
completely processed, the MasterLink® System will log that information
for reporting and resolution,

Communications Qutages. In the event of a communications disruption
between the MasferLink® System or AGS and any Retailer Terminal or
racetrack, the System affected will continue to attempt to service the
terminal or track until the problem is resolved or the System is shut down
for end-of-day processing.




6. Non-Responding or Failing Retailer Terminals. If the MasterLink® system
finds a Retailer Terminal that is nol responding within a set number of
re-tries or within a reasonable time window, the Retailer Terminal will be
logged as not responding. The MasterLink® system will make allowance
for servicing of all other Retailer Terminals on the network between
re-tries of the Retailer Terminal not responding. Failing Retailer Terminals
will not preclude communication with other terminals. Non-
responding/failing Retailer Terminals will be apparent to a network
monitoring application.

7. Polling Efficiency. Polling of terminals by the host or Front-End Processor
is nof necessary or included in the AWI network design. If polling is
introduced for the Retailer Terminals at some later date, the polling
protocol and modem technology to be used will satisfy RFP-required
response time requirements.

8. Commercially Available Protocols. AWI will implement the Internet
Protocol (IF), a widely used, commercially available protocol, to enhance
the openness of the MasterLink® system and AGS in support of possible
future changes and improvements. If a AWI-proprietary protocol is
utilized it must be provided to any vendor designated by the DSL free of
charge within 30 days of contract signing, subject to protection under
confidentiality agreements as provided for in this Agreement.

9. Secure Connections to Other Systems. All connections between the LANs
that supports the MasterLink® system and AGS, and any other systems,
such as the DSL administrative system, will be routed through a firewall
that filters out unnecessary and unauthotized traffic, filters out bad packet
traffic, and provides improved security by limiting access to authorized
nodes.

3.2.3 Network Administration Services

AWI will provide nectwork meonitoring and management for the
telecommunications network, The DSL will be responsible for identifying new
Retailer Terminal drops, moves, changes, and deletes. Once the DSL has
requested any such modification, AWI will execute and provide monitoring of the
event.

AWI will provide network administrative services by a combination of network
management tools: Tivoli Netview and Cisco Works 2000. Through these two
tools, AWI will provide the following services:

1. Configuration Management. AWI will provide network configuration and
assef management, including an inventory of network resources and their
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operating parameters. Change management control procedures and on-line
storage of network component configuration files will also be provided.

Fault management. AWI1 will provide fault management, consisting of
actions toward defection, isolation, and correction of faults in the network.

Performance Management. AWI will provide performance management,
monitoring utilization and managing resources to maximize capacity.

Carrier Interface. AWI will interface with the communications suppliers,
the Retailers, the three racetracks, and the DSL to maximize uptime and
provide information on which decisions and actions can be based, In this
role, AWI will be responsible for working communications problems to
resolution through the communications suppliers, as stated in § 3.2.3.4 of
AWTI’s Proposal.

3.2.4 Network Monitoring Tools

AW] will provide a combination of network management tools for the purpose of
monitoring and managing the communications network. The primary tool will be
Netview, which will monitor communications equipment at the Primary and
Remote Backup Sites, within the Wide Area Networks (WANSs) and at the three
racetracks, Netview will be supplemented by TWIN (for “Telecommunications
Window into the Network™), which will monitor the Retailer Terminals, and the
Observer Suite, a protocol analyzer for the Primary and Backup Sites.

1.

Network Monitoring System. AWI will provide communications testing
and monitoring capabilifies at both the Primary and Remote Backup Sites.
AWI will also provide the capability to interface and analyze protocols,
view transaction data for analysis, and create visual and/or audible alarms
to provide warning of problems. It will also have the capability to
determine whether failure has occurred in the equipment at the Primary ot
Remote Backup Sites, within the wide area communications network, the
three racetracks, or at the Retailer Terminal level.

Network Incident Recording. AWI will provide communications test and
moniforing equipment with a recording capability.

Network Monitoring Protocols. AWI will provide network monitoring
tools and the networked devices that employ a standard protocol such as
SNMP, or an approved equal protocol, to facilitate monitoring all along
the communication path. AWI will extend this capability to new network
devices should they be infroduced to the extent any devices proposed to be
employed can support such protocol.
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Communications Expertise, AWI communications technicians who are
frained in the use of test and monitor equipment will be present at the
active site (i.e., the site, Primary or Remote Backup, serving the Retailer
Terminals and monitoring the VLTs) whenever the Lottery Gaming
System is operational or whenever the DSL requests such support for test
purposes.

Hotline Monitoring. AWI will provide Hotline equipment with the
capability to display the communications status of each Retailer Terminal,
This equipment will allow the Hotline operator to see if a Retailer
Terminal’s communications line is down, if a Retailer is sighed on or not,
and other relevant diagnhostic information.

DSL Network Monitoring. AWI will provide a workstation, located at
DSL headquarters and equipped with Netview and TWIN, for the purpose
of enabling the DS to monitor communications network activities.

3.2.5 Network Costs

L.

Liquidated Damages Costs. AWI will be responsible for taking the
initiative for the tesolution of outages related to communications, These
outages may lead to liquidated damages applied against AWI pursuant to
the Agreement if they result from the failure of AWI-provided sysiems or
negligent operations by AWL

~ Outages due to Force Majeure or to failures in regulated carrier networks

are not under the control of AWI and therefore are not subject to
liquidated damages.

Carrier Costs, If regulated carriers are employed, then network carrier
costs will be paid by AWI and reimbursed by the DSL through the
percentage of sales compensation mechanism. These costs include
expenses for the local drops and the backbone network, the links between
AWT’s site and the DSL and links between AWI’s Primary and Remote
sites.

Vendor Costs. Costs not arising from regulated carriers, and for ancillary
equipment and services must be incorporated directly into AWI’s pricing,
including costs for AWI’s network administration services, vendor
telephone system and the Hotline/Dispatch lines and services. This
category includes also AWD’s obligation, as part of the non-recurring
installation charge, to provide any necessary inside wiring at Retailer
locations and at the Video Lottery Terminal race track venues.

12
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FACILITIES

AWI will locate its Primary Site in Dover, Delaware and will accommodate DSL
officc space adjacent to AWI's management offices in that facility. AWI will
locate the Remote Backup Site, in Sharon Hill, Pennsylvania, and the Retailer
Terminal maintenance facility in New Castle, Delaware.

Primary Site Specifications

AWI will provide management offices at the Primary Site.

AWT will be responsible for building out all facility space as necessary and will
be responsible for all ongoing maintenance, utilities, and building services
expenses as stated in § 3.3.1 of the AWI Proposal.

Dover Testing Labs

AWI will provide two separate rooms in its management offices at the Primary
Site to be used by DSL staff for On-line Games and Instant Games pass-through
testing and Video Lottery Terminal testing with the space, furnishing, and
equipment as stated in the provisions of § 3.3.2 of the AWI Proposal.

DSL Offices Co-Located With the Successful Vendor

The DSL will co-locate at the Primary Site with AWL

Subject to DSL approval the build-out will include basic interior finishing,
carpeting, plumbing, lighting, and electrical service.

[. Services. The DSL will supply its own office furnishings and will supply
its own telephone system and LAN wiring. Building maintenance,
grounds care, cleaning and utility payments will be included in AWT's
maintenance arrangements for these services.

2, DSL Space and Layout. AWI will provide approximately 16,000 square
feet to the DSL, to include office spaces for 30 staff and the Director;
training facility, spare offices; reception arca; conference room; data
center (to ordinary office specifications); secure warehouse facility,
restrooms; break room with kitchen cabinets and sink.

3. Video Lottery Enforcement Unit (VLEU) Space and Layout. AWI will
provide otfice space within the 16,000 square Teel required in § 3.3.3 of
the RIP and as stated in AWT’s Proposal to the VLEU for 7 staff; spare
office; reception area; conference/training room; storage room; restrooms;
break room with kitchen cabinets and sink,

13
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4. Entry/Exit. AWI will provide separate secured entry and exit for the DSL
offices, VLEU, and AWIL.

5. Security Features. The DSL's offices will be protected by the same
security Teatures implemented for AWI's facilities.

Dover Training Facility

AWI will provide a permanent training center equipped with at least 20 Retailer
Terminals and audiovisual resources in the DSL. facility.

Primary Site

AWT's management team will co-locate with the DSL at 1575 McKee Road in
Dover, where On-line Games transactions will be processed and logged, and the
Video Lottery Terminal network will be monitored. Environmental and security
controls for the Primary Site will be as stated in Section 3.3.7 of AWI's Proposal.

Remote Backup Data Center

AWI will provide a Remote Back-up Site at Folcroft East Business Park, 505
Elmwood Court II, Elmwood Ave., Sharon Hill, Pennsylvania, where the Video
Lottery Terminal network will be monitored, and where traditional gaming
transactions will be logged and processed. Environmental and security controls
equal to those of the Primary Site will be provided.

Environment and Security for Vendor Computer Facilitics

AWTI's facility will include appropriate safety, security, and environmental
controls equipment for the Primary Site and Remote Back-up Site, as described
below.

1. Emergency exit doors will be provided and will be equipped with alarms,

2. Burglar and fire alarm systems will be provided for the protection of the
physical site.

3. Locking devices will be installed on all doors or entry points, including
doors that provide access to receiving and loading platforms.

4. An electronic access system will be installed at entrances to the computer

room, media library and other secure areas. The access list will be
authorized by the Director.
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The computer room will be protected by automatic fire extinguishing
systems as specified by applicable National Fire Protection Association
(NFPA) standards.

When triggered, the automatic fire extinguishing system shall be equipped
with alarms that sound locally and at a constantly attended location off the
premises (such as a fire department, securily agency, or other location
acceptable to the DSL). If the alarm system becomes inoperable, a visible
or audible indicator shall report such condition. The system shall also
monitor extinguishing system valves to indicate unauthorized tampering or
closing.

Construction will support fire safety as noted in NFPA standards. Computer
room(s) with mission critical equipment will be separated from the other
areas by non-combustible materials having at least a one-hour fire resistance
rating, and in addition:

A. Walls will be extended from structural floor to structural floor (or
roof) above.
B. Fire doors will be provided on all entrances into the computer

room with a fire resistance rating at least equal to the wall in which
the door is located.

C. All penetrations through the computer room floor, wall or ceiling
will be tightly sealed with material equivalent to existing floor,
wall or ceiling construction to prevent passage of heat, smoke and
water.

D. Fire and smoke dampers will be provided in ducts that pass
through the computer room walls, floor or ceiling,

An air conditioning system with humidity control and an air conditioning
failure detection system will be provided for the computer room. This
system must be of sufficient capacity to maintain a stable environment
within original computer equipment manufacturer specifications. An air
conditioning failure detection system must be provided.

The air conditioning system(s) will be interlocked to shut down upon
activation of the fire extinguishing system.

AWI will maintain in good operating condition, an uninterruptible power
system (UPS) with both battery backup and electrical generator. The UPS
will provide at least 150 percent of the capacity needed to sustain all
hardware, environmental equipment, communications equipment, fire
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protection equipment, alarm systems and necessary lighting to conduct full
capacity business indefinitely.

Equipment Service Centers

AWI will operate a maintcnance center in New Castle, Delaware to fully support
the Retailer Terminal maintenance and repair program. Video Lottery site
controllers (or technical equivalent approved by the DSL) will also be maintained
in this facility.

Disaster Recovery Plan

AWTI will provide and annually update a disaster recovery and contingency plan
for the Primary and Remote Backup Sites as stated in § 3.3.9 of AWI's Proposal.

IMPLEMENTATION

Conversion Strategy

AWI will use two distinct Conversion strategies, one for the On-line Games
system as stated in § 3.4.1.A of AWI's proposal and a separate stratcgy as stated
in § 3.4.1.B of AWI's proposal for the unique requirements and the complexities
of the AGS Conversion.

Formal Conversion Plans

AWI will use two separate, formal Conversion plans, one for the On-line Games
gystem Conversion as stated in § 3.4.2.A of AWI's proposal and one for the AGS
Conversion as stated in § 3.4.2,B of AWT's proposal.

Interim Facilities and Processes

There will be no need for interim facilities.

Installation and Acceptance Testing

AWI will support all acceptance test processes that the DSL will require. AWI
will have the Primary Site facilities, computer hardware, communications
hardware, software, Video Lottery Terminal controllers and test terminals located
in the test labs at the Primary Site, installed and operational forty-five (45) days
prior to the scheduled Conversion of the first Retailer Terminal. Acceptance
testing will be as stated in § 3.4.4 of AWI's proposal.
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Project Reporting and Monitoring

AWI will provide a Project Management Team, process, and tools to facilitate the
as stated in § 3.4.5 of AWI's proposal.

AWI will provide the DS with licensed copies of Microsoft Project software as
its planning tool to monitor and maintain project management schedules.

SUPPORT STAFFING AND SERVICES

AWTI will provide the DSL with a variety of staff and support services, as defined
below.

AWI Personnel

AWI will provide staffing as stated in § 3.5.1 of AWI's Proposal to provide,
implement and/or operate, as appropriate, the MasterLink® System, Retailer
Terminals and related necessary services and materials.

AWI will provide the following staffs:

1. Implementation and Conversion Staff. AWI will provide the necessary
management, supervisory, and Key technical personnel as stated in §
3.5.1.1 of AWI's Proposal who will be active in the implementation and
Conversion to the MasterLink® System and related necessary services and
materials.

2. Ongoing DSL Operations Staff. AWI will provide the necessary
management, supervisory, and key technical personnel as stated in §
3.5.1.2 of AWI's Proposal who will be aclive in the ongoing operation of
the Lottery Gaming System.

3. Resumes and Qualifications. In Appendix "C" of the AWI Proposal, AWI
has provided restumes of all management, supervisory and key technical
personnel planned to be involved in the installation, implementation, and
operation of the MasterLink® System.

Retailer and Management Terminal Training Programs

AWI will provide training both to Retailers and to the DSL.

1. Retailer Training. AWI will provide training for Retailer staff in the
operation of Retailer Terminals. As stated in § 3.5.2.1 of AWT's Proposal,
AWI will provide Retailer Group Iustruction Programs including Retailer
Terminal Training, security, training materials and user documentation.
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2.  DSL Staff Training. AWI will also provide training for DSL. staff, on site at
the DSL offices. Training provided to DSL staff will be as stated in §
3.5.2.2 of AWTI's Proposal and will include two primary categories:

A. OGM system processing, database retrieval, Management
Terminals, drawing controls, and Retailer Terminals.

B. AGS operations and Video Lottery Terminal event monitoring and
reporting.

Equipment Maintenance Program

AW will provide maintenance for the Primary Site and Remote Backup Site
computer configurations, communications equipment, Retailer Terminals, video
site controllers and the ICS system.

1. Retailer Terminal Maintenance Items. AWI will routinely check
mechanical security, safety, printer mechanism, scanners, readers, and any
other aitachments provided by AWI during any service call. The Retailer
Terminal maintenance log information will be entered to a database and be
accessible to the DSL.

2. AWI will perform preventative maintenance (PM) on Retailer Terminals
as stated in § 3.5.3.1 of AWI's Proposal but at no time will it be petformed
during Retailer busy periods,

3. Retailer Terminal Parts Supply. AWI will maintain an adequate supply of
parts to susfain the service of Retailer Terminals as stated in § 3.5.3.2 of
AWTI's Proposal.

4. Non-Retailer Equipment Maintenance. AWI will maintain the computer
and LAN equipment Tor the Primary Site systems, Remote Backup Site,
video conirollers and the ICS as stated in § 3.5.3.3 of AWI's Proposal.

Trouble Tracking, Dispatch, and Reporting System (Hotline Suppott)

AWI will staff a Hotline function for trouble calls, and will maintain and manage
a database and reporting system in accordance with the following criteria:

1. Tracking. AWI will track and report on all Retailer Terminals including
those inteserve or returned to depot for maintenance, communication line,
network, and other problems whether or not actual problem(s) were found,
as stated in § 3.5.4.1 of AWI's Proposal.
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2. Maintenance Information. AW1I will maintain at least twelve (12} months
of historical Refailer Terminal maintenance data as stated in § 3.5.4.2 of
AWT's Proposal.

3. Call Management,

A, Staffing. AWT’s Hotline service will be staffed with highly
qualified personnel to ensure timely, professional and accurate
response fo all calls.

B. Call System. AWI will supply call management equipment that is
capable oI handling all incoming calls on two toll-free (800)
numbers, one for On-line Games Retailer calls and the other for
Video Lottery Terminal issues. The call management system must
provide periodic statistical reports to the Successful Vendor and
the DSL If all circuits are busy, a prerecorded message must be
played and the calls must be queued. The call management system
must provide periodic statistical reports to AWI and the DSL.

D. Call Recording. AWI will provide call recording equipment for
fhe Two toll-fiee Hotline telephone numbers and maintain tapes for
a minimum of 60 days.

4. Hotline Location. The Hotline function including equipment and staff
will be located at the Primary Site.

Technical Support Services

AWI will provide timely fulfillment of DSL requests for Lottery Gaming Systemn
support and improvements, including System management, software error
correction and software enhancements as stated in § 3.5.5 of AWI's Proposal.

Magnetic Media, Computer Room Paper, Supplies

AWI will supply all magnetic tapes, cartridges, disk packs, diskettes, other
magnetic media items, printer paper and related supplies needed to operate the
Lottery Gaming system, testing terminals and system, and the ICS, at AWI's
Primary and Remote Backup Sites and DSL Headquarters,

VENDOR CORPORATE CAPABILITY

{(Not applicable to this Work Statement)
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VIDEO LOTTERY SUPPORT

The DSL is responsible for the oversight and financial operations of Video

Lottery Terminals (“VLTs™) at three racetracks, namely Delaware Park, Dover
Downs, and Harrington Raceway,

AWI will provide a video lottery control system called the Advanced Gaming
System (“AGS”™). The AGS will include a module called the PowerPro™ System
that will provide progressive jackpotting capabilities. This AGS will be a new
release of the AGS currently installed and operated by AWI for the DSL, and will
provide the same functionality as the current system along with certain
enhancements.

The AGS will process data collected from the VLTs installed by the DSL at the
three racetracks. Events from the VLTs will be processed and monitored by the
AGS in real time. In addition, the AGS will provide the information technology
required for the management of the video lottery gaming environment.

Video Lottery Terminal Controllers

AWI will provide VLT controllers (“Site Controllers”) at each of the three tracks
for the purpose of collecting information from the VLTs and transmitting to the
AGS. To accomplish this, AWI will provide Model SC400 Site Controllers for
connection to VL Ts that are not providing a progressive jackpotting capability as
described in § 3.7.9, and Mode! SC 300 Site Controllers for connection to VLTs
that do provide this capability. The functionality of the SC300 and SC400 Site
Controllers will be as stated in Section 3.7.1 of AWID's proposal. When the
progressive jackpotting capability of the Model SC400 Site Controller is made
available, AWI will convert all Model SC300 Site Controllers to Model SC400
Site Controllers. The approximate date of this Conversion is set forth in § 3.4.2. of
this Work Statement.

Both the SC300 and SC400 Site Controllers will communicate to the AGS
through new AGS front-end processors (FEP) located at each racetrack. Two such
FEPs will be installed at each track to provide redundancy. In addition, two FEPs
will be installed at AWI’s test lab at its Primary Site. The functionality of all FEPs
provided will be as stated in § 3.7.1 of AWI’s proposal.

AWI will provide wiring from the VLTs on the floor of the racetracks to the Site
Controllers, and communications between the Site Controllers and the FEPs. Up
to 144 VLTs will be connected to a single Site Controller. The SC300 Site
Controller will interface with the FEP at speeds of up to 9.6 Kbps, and the SC400
Site Controller will interface with the FEP at speeds of up to 33.6 Kbps. In
addition, AWI will use the VL.C ¥3 protocol for communications between the
AGS and the VLTs, and will provide this protocol to the DSL’s multiple VLT
providers. This protocol will be protected by the confidentiality terms of § 65 of
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the Agreement. All communications between the AGS FEPs and the Site
Controllers and between the Site Controllers and the VI.Ts will be encrypted via
standard or triple DES encryption technology, subject to the ability of each VLT
supplier to prove its capability to support this encryption during testing.

Communications between the FEPs and the primary and backup AGS located at
the Primary and Remote Backup Sites, respectively, are described in § 3.2.1.3 of
this Work Statement.

Video Lottery Terminal Event Monitoring

The AGS provides for comprehensive real-time monitoring and reporting of
notable events (hereinafter called “events”), including security events, occurring
at VLTs. Such events can vary in significance from severe (e.g., “Site Controller
communications lost”) to non-critical (e.g., “beverage requested by player™).
Further examples of the range of events reported are found in Table 3.7-5 (§ 3.7.2
of AWI’s proposal).

The DSL will have the capability, through a Management Terminal graphical user
interface (GUI), to select how each category of exception will be processed by
choosing one or more of the following: ignored, printed to an exception log file,
stored in the AGS database, and/or used to increment alarm or warning sets.
Examples of exception reports the AGS will provide, including the Events
Window, Event Log Report and Events Report, set forth in § 3.7.2 of AWI's
proposal.

The AGS will maintain a database of selected events such that Management
Terminals can be used by the DSI. to select, sort, and report the records based on

a number of selectable criteria.

Video Lottery Terminal Accounting

AWI will provide comprehensive accounting and reporting capabilities for VL Ts
through the AGS and the PowerPro™ System. These combined applications will
compile the VLT accounting records and provide reports to the DSL. Specific
accounting capabilities to be provided are:

o Generation of the electronic funds transfer (EFT) file to be used to support
automatic transfer of funds from one account to another,

In addition to accommodating the foregoing “soft meter” data, the AGS will also
provide for the manual input of “hard meter” data from the VLTs for the purpose
of assisting in the reconciliation of a VLT in the event a master reset is required
and the terminal cannot be polled.

The AGS will utilize an Oracle database for the purpose of maintaining
accounting records so that a Management Terminal can be used to select, sort, and
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report records based on criteria of interest. Selected reccords will be exportable to
the DSL-specified Microsoft Excel spreadsheet package.

Video Lottery Terminal Manufacturer Development Tool

AWI will provide a tool, called ProSim™, to simulate the polling, requests, and
responses between the AGS and the Site Controllers provided by AWI and the
VLTs provided to the DSL by its VLT manufacturers. With ProSim™, VLT
manufacturers will be able to test their products and product changes without
requiring a connection to the AGS. The specific functions that AWI will provide
with the ProSim™ tool will be as stated in § 3.7.4 of AWD’s proposal. AWI will
provide ProSim™ within 30 days of full execution of this Agreement.

To operate ProSim™, the DSL will provide one or more PC-compatible
Management Terminals as described in § 3.7.6 of this Work Statement.

Video Lottery Terminal Testing

AWI will provide a test environment for VL Ts and Site Controllers at its Primary
Site. This test lab will include two FEPs, six Site Controllers, and cabling and
space to accommodate a minimum of 24 VLTs. This test lab will communicate
with the test systems located at AWI’s Remote Backup Site. Specific functionality
of the test environment will be as stated in § 3.7.5 of AWI’s proposal.

Video Lottery Management Processing

3.7.6.1 DSL Computer Workstations (Management Terminals)

The DSL will provide a local area network (LAN) on which will reside Windows-
based Management Terminals that will perform the games monitoring and
management functions conducted by DSL staff. These Management Terminals
(equivalent to or greater than Pentium III, 266 MHz, 128 MB, Windows NT,
TCP/IP) will be furnished by the DSL, and the number of stations to be connected
will be determined by the DSL.

AWI will provide network connectivity between the DSL LAN and its AGS and
PowerPro™ application systems. AWI will provide access by the Management
Terminals on this LAN to the management applications of the AGS and PowerPro
Systems through Exceed™, a commercial software package by Hummingbird.

3.7.6.2 Management Software Features and Capabilities

A. Management Reposts. The AGS and PowerPro™ System software
furnished by AWI will be capable of producing, at a minimum, the
management reports similar to those found in RFP Appendix D. All
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Management Terminal reports will be viewable on screen and will be
directed to a printer and/or disk file,

Secure Use. AWI will provide for secure use of the Management
Terminals by means of the combined security features and capabilities of
the IBM RS/6000 system software and the AGS. Through them, the use of
management software will be password protected and audit-trail protected.
All Management Terminal sign-on attempts, whether successful or not,
will be logged. Log entrics will reference the time and date for both
successful and unsuccessful sign-on attempis.

User codes and passwords (as well as the security levels and
report/function access availability) will be supplied by the DSL to AWI as
necessary.

Management Software Features

1. Password Protections. The AGS Management Terminal application
sollware will havé a hierarchical sccurity scheme that allows
system access to DSL-specified personnel only. The security
scheme employed by the AGS will accommodate at least forty (40)
individuals of various security levels. Any entry of passwords or
security codes will either not print or print over a "blacked out”
area s0 as not to be displayed on the user’s Management Terminal.

The AGS will preclude the use of trivial or generic passwords--
such as single characters and common dictionary words--and
provide for periodic password changes. The length of a password
will be at least six characters. Passwords will not be allowed to be
reused within a 12-month period.

2. Limited Menu. The AGS GU! accessed through the Management
Terminal provides a pull-down menu scheme for prompting
purposes that permits the user to sce only those functions/reports
her or she is permitted to perform based on security level and
entered password.

3. VLT Monitoring. The Management Terminal application will
provide real-time progressive jackpot game status information and
hotline log.

4, Historical Transaction Reporting. The combination of the AGS and
PowerPro™ software will provide the capability for the DSL to
observe VLT transacted data by game, by manufacturer and by
VLT.
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Data Management and Repotting

1. Database Access. AWI will provide the DSL with access to VLT
fransaction and events data from both the AGS and PowerPro™ Systems
for ad hoc reporting, The Oracle relational database described in Section
3.9.8 of AWD’s proposal will comprise the data, and ANSI Standard Query
Language (SQL) will be provided as the means access by the DSL to that
data. All reports so generated will be read-only.

2. History. The Oracle database for the AGS and PowerPro™ Systems will
contain at least twenty-four (24) months of summarized key video lottery
financial data. AWI will also retain data older than two years in the form
of archived tapes.

Management and Administrative Reports

The AGS and PowerPro™ Systems will produce a wide assortment of
management and administrative reports, including reports similar to those defined
in RFP Appendix D, for use by the AWI and by the DSL.. AWI will provide these
reports by 8:30 a.m. on a daily basis, or upon request throughout the day.

Progressive Jackpots

AWI will provide a local and wide area progressive jackpot capability for
configuring progressive-enabled VLTs (hrough AWI's PowerPro™ progressive
jackpot system. This PowerPro™ System will provide for local progressive
jackpots, which are limited to VL Ts located in one racetrack, and for wide area
jackpots, which apply to VLTs across multiple racetracks. The features and
functions of the PowerPro™ System that AWI will provide will be as stated in §
3.7.9 of AWI’s proposal.

VLT Software Downloads

3.7.11

VLT game software will be provided on a tested, certified and sealed chip that is
installed in each VLT by the manufacturer of that VLT.

System Configuration Management

AWI will provide a series of strict processes and procedures for the purpose of
configuration management for the AGS and PowerPro™ Systems. Where
applicable, AWI1 will provide and use a change management process in support of
changes to be made to these systems, as follows:

e AWI will work with the DSL to review change requests and develop high
level requirements;
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AWI will scope and size the change request. As part of the scoping exercise,
AWI will perform an impact and feasibility analysis, determining the impact
to the schedules, deliverables and existing software design, and to ensure the
technical feasibility;

The DSL will approve the scoping and sizing of the modification;

AWI will propose a date of completion;

AWI will enter the change request into the VL.C PVCS Tracker™ database to
assign a unique serial number and to track the progress of the change;

AWI will, if needed, prepare a Business Requirement Specification (“BRS”)
to be signed by the DSL prior to development work commencing;

AWI will develop and test the change;
The DSL will approve the change request for production;
AWI will install the change. request into production

Version Numbers. AWI will ensure that all hardware components of the
AGS have manufacturer-assigned serial numbers that are entered and
maintained in the AGS Oracle database. It will provide version control for
all AGS and PowerPro™ software components (modules, source code and
object code) via Configuration Management Version Control (“CMVC”)
or an equivalent or better source code control system.

Traceability. AWI will provide preformatted reports and ad hoc reporting
Tor the purpose of tracing the history, use and location of hardware
components. It will provide traceability of software components via
CMVC (or an equivalent or better source code control system) reports.

Change Control. AWI will provide change conirol for AGS and
PoweiPro™ soltware by means of the change control feature of CMVC or
an equivalent or better source code control system. This will provide the
capability of knowing when, what, and by whom a change was made.

Configuration Status. The capability to produce a configuration status
report ot [isting will be provided by AWI through CMVC or an equivalent
or better source code control system.

Approved Changes. All AGS software changes will be approved by the
DST. prior to implementation.

System Security

The following security matters will be supported by the AGS, consistent with the
following policies, and processes:

Segregation of Duties and Privileges. AWI will provide an organizational
structure and user authorizalions within the AGS that provide for
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segregation of duties. These features will be as stated in § 3.7.12.1 of
AWTI’s Proposal.

2, Hacking Avoidance. AWI will provide hacking avoidance and prevention
of unauthorized electronic penetration into the System by a combination of
capabilities residing in the AGS, UNIX and Oracle. These capabilities will
be as stated in § 3.7.12.2 of AWI’s Proposal.

3. Undesirable and Unauthorized Software. AWI will provide capabilities
and (echniqucs designed to prevent the mmiroduction of unwanted software,
including software viruses, worms, and Trojan horses, into the AGS and
PowerPro™ System applications. These capabilities and techniques will
be as stated in § 3.7.12.3 of AW!’s Proposal.

4. Control Totals. AWI will provide standard accounting measures for ¢ross-
fabbing and control totals wherever feasible to ensure that data presented
are in balance. These measures will be as stated in § 3.7.12.4 of AWTI's
Proposal.

The foregoing features, capabilities, techniques and measures will be in addition

to the data security provisions of § 3.2 of this Works Statement and the facility
security provisions of § 3.3 of this Work Statement.

RETAILER TERMINALS

AWI will provide the DSL with Xion /M Retailer Terminals manufactured by
Wincor Nixdorf. The Xion /M Retailer Terminals will offer all of the features,
including a touchscreen, thermal printer and a Linux operating system, needed to
provide all of services specified by the DSL. The Xion /M is described in detail in
Section 3.8 of AWI's Proposal. AW will also provide the OmniFlex mid-range
Retailer Terminal described in § 3.8.3 of this Work Statement,

Xion /M Retailer Terminal Hardware

AWI will provide an initial installation of four hundred (400) Xion /M Retailer
Terminals and as ordeted by the DSL. AWI will provide additional spare units for
training, testing, “piggyback” use, and replacements.

3.8.1.1 Xion /M Retailer Terminal Identification

All Xion /M Retailer Terminals will be delivered without any manufacturer's or
vendor's logo or other identification attached to it, other than a bar-coded label
with a unique serial number on it. UL and/or CE approval labels, if included, will
be in some unobtrusive location on the Retailer Terminals.
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3.8.1.2 Xion /M Retailer Terminal Features

AWl will provide the compact version of the Xion /M Retailer Terminal
described in § 3.8.1.2 of AWI's Proposal, which consists of four modules —
system unit, touchscreen, scanner and printer. The Xion /M's features will
include, but not be limited to:

A,

Size. The dimensions of the Xion /M Retailer Terminal and individual
components including the size and weight will be as stated in § 3.8.1.2.A
of the AW] Proposal.

Touchscreen. The Retailer Terminal will be equipped with a touchscreen
as the ierminal's primary data entry mechanism. The colors, locations,
graphics, and text labels will be at the discretion of the DSL, The DSL will
notify AWI of such selections within 15 days after AWI submits a draft
layout of the Retailer Terminal touchscreen to DSL of the signing of this
Agreement. AWI shall work with the DSL to finalize the definition of
what is the compostion of the screen. There will be sufficient space on the
screen to provide for the current DSL games, and for reasonable cxpansion
into new games and gaming options as stated in § 3.8.1.2.B of the AWI
Proposal.

ID Card Reading. The Xion /M Retailer Terminal will be fully capable of
reading different types of identification cards for DSL Sales
Representatives and AWI Field Service Representatives. Identification
card privileges will be set by DSL security staff. Technical features and
capabilities for the ID card reading will be as stated in § 3.8.1.2.C of the
AWI Proposal.

Retailer Display Screen. The Retailer screen on the Xion /M Retailer
Terminal will be of sufficient size to automatically display the entire
transaction being processed, and will accommodate graphics as well as
text,

Ticket Printer. The Xion /M Retailer Terminal will be equipped with a
high volume thermal printer using direct thermal printing technology with
technical specifications and features as stated in § 3.8.1.2.E of the AWI
Proposal.

1. The thetmal printer will be capable of producing industry standard
On-line Games tickets and reports using a variety of fonts,
graphics, such as the DSL or game logo, On-line Games symbols,
or a promotional coupon. The printing of On-line Games tickets
and Retailer inventory and accounting reports will be a standard
feature of Xion/M Retailer Terminal and MasterLink® System
software,
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AWI will provide all thermal paper according to the requirements
of the DSL and designed for the rigors of the lottery application.
The thermal paper supplied will produce industry standard On-line
Games tickets that remain easily readable for a ycar or more.

The printer will be capable of shearing industry standard On-line
Games tickets having uniform size or variable length as
determined by the DSL. The parties agree that the industry
standard for the length of On-line Games tickets will not exceed
five and one half inches.

The printer will stack up to 50 industry standard On-line Games
tickets printed serially in a multiple ticket request (bulk buy or
repeat).

Software Download. On-line Games software will be downloaded as

required to the Xion /M terminal and will be downloadable in a modular
fashion; only the modules requiring a change will be downloaded. Each
Xion/M will be configured to hold two separate application versions for
problem resolution, if necessary. Downloading will not preclude near-24
hour operation of the Retailer Terminal network.

Secure Sign-on.

1.

The MasterLink® System will provide secure password protection
prior to granting access to any Retailer Terminal function. All
passwords will be recorded by the host, and can be changed either
through the host or a designated Management Terminal as needed,
without a service call to the Retailer Terminal location. Password
security will be as stated in § 3.9.2.3.A of AWI's Proposal.

The MasterLink® System will permit multiple levels of secure
access allowing a Retailer to assign a separate and unique
password for each clerk or Retailer Terminal operator.

Reader/scanner.

1.

The Xion /M Retailer Terminal will be equipped with two readers;
a primary scanner that is one of the basic components of this
terminal, and a secondary bar code scanmer for special purpose
tasks.

The scanner will read any common color (preferably black or blue)
mark, except red, made on the play slip.
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The Xion /M's primary scanner will support the collection of
information for other purposes, such as consumer survey data, or
any other data related to Retailers, consumers and field service
personnel. AWI will collect such data and furnish a data file to the
DSL for analysis.

The Xion /M reader/scanner will have a first read rate of at least
95%.

The Xion /M Retailer Terminal scanner will be capable of
scanning text or images as required and will accommodate both US
letter-size and A4-size documents as well as OCR recognition
{(OCR-A and OCR-B).

Random Play Generator. The Xion /M Retailer Terminal will generate

one (1) or more random Wager numbers for any game as requested by the
Retailer.

Transaction Ilistory Display. The Xion /M Retailer Terminal will be able

fo sfore and display af least the last 50 transactions upon request of the
Retailer, in order to compare printed On-line Games tickets with
registered On-line Games tickets.

Reader for On-Line Games Tickets

1.

The Xion /M Retailer Terminal reader/scanner will be capable of
both validating and canceling On-line Game Tickets asspecified by
the DSL.

The Xion /M reader/scannet will have a first read rate of at least
95%.

The primary reader/scanner of the Xion /M Retailer Terminal will
support the branding of On-line Games ftickets during the
cancellation and validation processes, and will clearly deface the
ticket to identify its status.

Validation and Cancellation Features

1.

The Xion /M Retailer Terminal will validate all winning On-line
Games and Instant Games tickets within one year or any validation
period that may be specified by the DSL., Validation requests will
be entered either automatically through the scanner or manually
through the touchscreen. Winning tickets will be validated with a
hardcopy report stating "pay" or “claim" and the amount of payout
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or claim, and the validation ticket transaction will be logged on the
host system referenced to the original wager transaction.

The Xion /M Retailer Terminal will provide a screen where the
Retailer can verify that they have the funds to pay the prize or back
out of the transaction.

The Xion /M Retailer Terminal will produce a claim or pay ticket
plus a replacement ticket for the remaining plays when cashing a
multiple On-line Games Ticket prior to the expiration of the last
wager on such ticket.

Reader for Instant Games Tickets and Bar Coded Materials

i

The Xion /M Retailer Terminal will be capable of validating
winning Instant Games Tickets, both through bar code scanning
and manual entry, and support other functions which employ
machine-readable codes such as the Interleaved 2 of 5 bar code and
other standards such as UPC.

The secondary bar code reader will be an affixed wand and will
read Instant Games Tickets at a rate of at least 95% on first pass.

The CCD-based Instant Games ticket reader in the Xion /M
Retailer Terminal will also read and process system-generated
coupons, third-party coupons, and other documents.

Training Mode.

L.

The Xion /M Retailer Terminal will be capable of operating in a
training mode. Training mode tickets will be clearly marked
"VOID - NOT A REAIL TICKET - NOT FOR SALE", For formal
training in classroom settings, training mode will be local to the
individual terminals or operate from a local server in the specified
training facilities.

At Retailer locations, the training mode will create a transaction,
label it as training transaction and log it at the host system advising
that the Retailer Terminal has entered/exited iraining mode,
Training tickets and Terminal reports will be marked with
appropriate banners/messages indicating that they arc for training
purposes only.

The Xion /M Retailer Terminal will have a capability for providing
Retailer information and additional training opportunities to both
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Retailers and clerks through the use of video using the Flash
memory installed in the Terminal.

Self Diagnostics. The Xion /M Retailer Terminal will be equipped with
self“diagnostics and indicators that enable the Retailer to monitor the
operating status of the device,

Transaction Integrity with Consumables Fault.

1. The Xion /M Retailer Terminal will provide a method of
preserving the integrity of the transaction through the use of printer
fault and end-of-ticket-stock condition sensors.

2.  The printer will return to service and complete the transaction
when a jam is corrected, when the ticket stock is replenished or a
printer fault occurs.

Peripheral Slots. The Xion /M Retailer Terminal has been designed for
Retailer environments and therefore will incorporate external interfaces as
stated in § 3.8.12.Q of AWTI's Proposal.

Environmental Fitness. The Xion /M Retailer Terminals will operate in a
wide range of Refailer environments including dedicated 120 volt 15 amp
electrical circuits and small counter top spaces and difficult environmental
conditions such as heat, humidity, dust, grease, spilled liquids, operator
abuse.

Power Cord. The Xion /M Retailer Terminal will come equipped with a
power cord of some 14.76 {eet in length.

Memory and Storage.

1. The Xion /M Retailer Terminals will contain 64 MB of Flash
memory and 128 MB of RAM and will provide at least a 50%
margin of available On-line Games memory for future games and
promotions.

2, The Xion /M Retailer Terminal's retention period for Flash
memory, which is used to store the terminal's operating system and
controlware as well as its application software and vendor
algorithms will be up to ten years,

Casework Color. The Xion /M Retailer Terminals casework will be
provided in a color selected by the DSL. The DSL will notify AWI of the
DSL's selection within 30 days of the signing of this Agreement.
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Tone/Audio Generator. The Xion /M Retailer Terminal must be capable
of producing simple musical tones when certain transactions or functions
are performed, or events occur. The DSL will define to AWI which
functions shall trigger this feature. The Xion /M Retailer Terminal must
project digitized music and voice to the Retailer and the current
customer.

Broadcast Messages. The Xion /M Retailer Terminal will be capable of
receiving vatiable-length broadcast messages from the MasterLink®
System by the various selection criteria as stated in § 3.8.1.2.W of the
AWI Proposal.

Instant Games Capacity. 'The Xion /M Retailer Terminal will support
100 Trstant Games concurrently, without upgrade of terminal resources.

Ticket Serial Numbers. All On-line Games Tickets printed by the Xion
/M Refailer Terminal will contain a unique transaction serial number
{TSN) printed in two ways: in Arabic numerals and in a bar code that is
readable by the Terminal's play slip scanner, and the serial number will
uniquely identify a ticket in excess of one year.

Large Transaction Handling. The Xion /M Retailer Terminal will
display @ message and provide an option for the Retailer to stop a large-
dollar purchase of On-line Games Tickets or large-dollar validation
transaction before completing it, as stated in § 3.8.1.2.Z of the AWI
Proposal.

AA. Bulk buy/repeat. The Xion /M Retailer Terminal will accommodate a

purchase in which up to 99 On-line Games Tickets are generated as a
result of one request,

3.8.1.3 Retailer On-line Terminal Attachments

A,

Customer Advertising Display. As a specified option at an additional cost
of $378.00 per unit, AWT will provide 400 customer advertising display
for each Xion /M Retailer Terminal as stated in § 3.8.1.3.A of the AWI
Proposal.

Customer Transaction Display. As a specified option at an additional cost
of $250.00 per unif, AWI will provide 400 customer transaction displays.
AWI will provide a customer transaction display for each Xion /M
Retailer Terminal as stated in § 3.8.1.3.B of the AWI Proposal.

Self Service Validator. As a specified option at an additional cost of
FT.25000 per unil, AWI will provide 150 OmniCheck self-service
validators as stated in § 3.8.1.3.C of the AWI Proposal.
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D. Cash Drawers. As a specified option at an additional cost of $280.00 per
unit, AWI will provide 125 cash drawers with electronic interfaces to the
Xion /M Retailer Terminal as stated in § 3.8.1.3. of the AW] Proposal.

3.8.1.4 Additional and Piggybacked On-line Retailer Terminals

A. Additional Terminals. AWI will provide additional Xion /M Retailer
Terminals over and above those AWI is obligated to provide under § 3.8.1
hereof as stated in § 3.8.1.4.A of the AWI Proposal for maintenance
spares, testing, and training and, on a temporary basis, up to 75 additional
Retailer Terminals piggybacked at Retailer locations during times of
increased sales pressure.

B. Piggybacked Terminal Logistics. Retailer Terminals to be installed on a
temporary basis will be placed at designated Retailer locations as directed
by the DSL within twenty-four (24) hours and will be removed as directed
by the DSL with similar notice.

3.8.2 Privileged Validation Terminals

3.83

AWI will provide the DSL at Conversion time four Xion /M Retailer Terminals
for the DSL's four redemption centers, including the DSL Headquarters in Dover.
These terminals will be configured to have the capability of validating and
cashing winning On-line Games Tickets beyond the $599.00 limit imposed upen
Retailers.

Mid-Range OmniFlex Retailer Terminals

AWT will provide 150 mid-range OmniFlex terminals for Retailers and additional
terminals for training, testing, piggyback use, and spares as stated in § 3.8.3 of the
AWI Proposal.

3.8.3.1 OmniFlex Retailer Terminal Identification

All OmniFlex Retailer Terminals will be delivered without any manufacturer’s or
vendor’s logo or other identification on any normally visible surface, other than a
bar-coded label with a unique serial number on it. UL and/or CE approval labels,
if included, will be in some unobtrusive location on the Retailer Terminals,

3.8.3.2 OmniFlex Retailer Terminal Features

OmniFlex Retailer Terminal features will include, but not be limited to:

A, Size. The dimensions of the OmniFlex lerminal including the size and
weight will be as stated in § 3.8.3.2.A of the AWI Proposal.
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Keypad. The OmniFlex terminal keyboard consists of a keycap unit and
shield that includes 26 full travel, large, color-coded keys, and a sealed
plastic shield below the keycap unit will protect the underlying keyboard
membrane and other electronic and mechanical components of the
OmniFlex Retailer Terminal against spills and dust. The colors, locations,
graphics and text labels of keys will be at the discretion of the DSL, which
shall give AWI notice of its selections within 30 days of the signing of this
Agreement. The OmniFlex Retailer Terminal will have sufficient space
and/or the provision of soft keys to provide for the current DSL On-line
Games and for expansion into new On-line Games and gaming options.

ID Card Reading. The OmniFlex Retailer Terminal will be capable of
reading DSL assigned bar-coded identification cards. The privileges for
these identification cards will be set by Lottery security staff,

Retailer Display Screen. The OmniFlex Retailer Terminal will provide a
liquid crystal display (LCD) to automatically display the transaction being
processed.

Ticket printer.

1. The OmniFlex terminal thermal printer will produce industry
standard On-line Games Tickets and reports using a variety of
fonts and must be able to produce graphics, such as the DSL or
game logo, On-line Games symbols, or a promotional coupon.

2, The thermal paper used for the OmniFlex terminal will be as stated
in § 3.8.3.2,E.2 of the AWTI Proposal.

3. The printer will be capable of shearing industry standard On-line
Games tickets having uniform size or variable length as
determined by the DSIL. The parties agree that the industry
standard length for On-line Games tickets shall not exceed five and
one-half inches.

4, The printer will stack up to at least 10 industry standard printed
On-line Games Tickets when printing serially in a multiple ticket
request (bulk buy or repeat).

F. Software Download. On-line Games software will be downloaded
as required to the OmniFlex terminal and will be downloadable in
a modular fashion; only the modules requiring a change will be
downloaded. Downloading will not preclude near-24 hour
operation of the Retailer Terminal network.

34



Secure Sign-on,

1.

The MasterLink® System will provide secure password
protection prior to granting access to any OmniFlex
Retailer Terminal function. All passwords will be recorded
by the host, and can be changed either through the host or a
designated Management Terminal as neceded, without a
service call to the Retailer location. Password security will
be as stated in § 3.9.2.3. A of AWI's Proposal.

The MasterLink® System will permit multiple levels of
secure access allowing a Retailer to assign a separate and
unique password for each clerk or Retailer Terminal
operator,

Random Play Generator, The OmniFlex Retailer Terminal will

generate one (1) or more random wager numbers for any On-line
Games as requested by the Retailer.

Transaction History Display. The OmniFlex Retailer Terminal

will be able to display up to 40 transactions that are in storage.

Reader for on-line Tickets

1.

The OmniFlex Retailer Terminal will provide a reader for
validating or canceling an On-line Games Ticket under
DSL-specified terms.

The OmniFlex reader/scanner will have a first read rate of
at least 95%.

Validation and Cancellation Features

1.

The OmniFlex Retailer Terminal will validate all winning
On-line Games and Instant Games fickets within one year
or any validation period that may be specificd by the DSL.
Validation requests will be entered either automatically
through the reader or manually through the keypad.
Winning tickets will be validated with a hardcopy report
stating "pay” or "claim" and the amount of payout or claim,
and the validation ticket transaction will be logged on the
host system referenced to the original bet transaction,

The OmniFlex terminal will provide a screen where the

Retailer can verify that they have the funds to pay the prize
or back out of the transaction.
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The OmniFlex terminal will produce a claim ot pay ticket
plus a replacement ticket for the remaining wagers when
cashing a multiple On-line Games Ticket prior to the
expiration of the last wager on the ticket.

Reader for Instant Games Tickets and Bar Coded Materials

1.

The OmniFlex terminal will be capable of validating
winning Instant Games tickets, both through bar code
scanning and manual entry.

The Charge Coupled Device (CCD) reader will have a read
rate in excess of 95%. The secondary bar code reader will
be an affixed wand and will read Instant Games tickets at a
rate of at least 95% on first pass.

The CCD-based Instant Games reader in the OmniFlex
terminal wiil also read and process system-generated
coupons, third-party coupons, and other documents.

Training Mode.

1.

The OmniFlex terminal will be capable of operating in a
training mode, and training mode tickets will be clearly
marked "VOID - NOT A REAL TICKET - NOT FOR
SALE". For formal training in classroom settings, training
mode will be local to the individual terminals or operate
from a local server in the specified training facilities.

At Retailer locations, the training mode create a
transaction, label it as training transaction and log it at the
central host system advising that the terminal has
entered/exited training mode. Training tickets and terminal
reports will be marked with appropriate banners/messages
indicating that they are for training purposes only.

Self Diagnostics. The OmniFlex terminal will be equipped with

self-diagnostics and indicators or lights, which enable the Retailer
to monitor the operating status of the terminal.

Transaction Integrity with Consumables Fault,

1.

The OmniFlex terminal will preserve the integrity of the
transaction through the use of printer fault and
end-of-ticket-stock condition sensors.
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2, The printer will return to service and complete the
transaction when a jam is corrected, when the ticket stock
is replenished or a printer fault occurs,

Peripheral Slots. The OmniFlex terminal provides the interface
and communications ports as stated in § 3.8.3.2.P of the AWI
Proposal.

Environmental Fitness. The OmniFlex terminal has been designed
and buil to operate in a wide range of environmental conditions
including dedicated 120 volts 15 amp electrical circuit, small
counter top space, heat, humidity, dust, grease, spilled liquids,
operator abuse.

Power Cord. The OmniFlex terminals will come equipped with a
power cord of at least 10 feet in length.

Memory and Storage.

1. The OmniFlex will be equipped with four MB of Flash
RAM and two MB of RAM and provide at least a 50%
margin of available On-line Games memory for future On-
line Games and promotions,

2. The OmniFlex terminal's retention period for Flash
mermory, which is used to store the terminal's operating
system and controlware as well as its application software
and vendor algorithms will be up to ten years,

Broadcast Messages. The OmniFlex terminal will receive
variable-length broadcast messages from the MasterLink® System
as stated in § 3.8.3.2.7 of the AWI Proposal.

Instant Games Capacity. The OmniFlex terminal will support 100
Instani” Games™ concurrently, without upgrade of terminal
resources.

Ticket Serial Numbers. The OmniFlex terminal will produce On-
line Games tickefs with a unique serial number in Arabic numerals
and in and in an Interleaved 2 of 5 bar code, which is readable by
the terminal and identifiable in excess of one (1) year.

Large Transaction Handling. The OmniFlex terminal will display
a message and provide an option for the Retailer to stop a large-
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dollar purchase of On-line Games Tickets or large-dollar validation
transaction before completing it.

Bulk buy/repeat. The OmniFlex terminal will accommodate a
purchase in which up to 99 On-line Games Tickets are generated
as a result of one request.

Communications. The communications interface for the OmniFlex
terminals will be on-line and equivalent to that of the full function
on-line terminals.

3.8.3.3 Additional and Piggybacked Mid-Range Terminals

A.

Additional Terminals. AWI will provide additional OmniFlex Retailer
Terminals Tor maintenance, spares, testing and training, and will maintain
a sufficient number of spare OmniFlex Retailer Terminals in AWI's
inventory so that AWI can commit placing, on a temporary basis, up to 25
additional OmniFlex Retailer Terminals at Retailer locations during times
of increased sales pressure.

Piggybacked Terminal Logistics. OmniFlex Retailer Terminals will be
installed on a temporary basis at designated Retailer locations as directed
by the DSL within 24 hours and will be removed as directed by the DSL
with similar notice.

3.8.4 Capability to Provide Retailer Terminals

3.8.5

3.8.5.

Capabilities to provide the Retailer Terminals will include:

1.

Manufacturing Plans. AWI will produce or has produced (through current
mvenfory, manufacturing, purchasing, or modification) all Retailer
Terminals required to meet the requirements of the DSL.

Manufacturing Quality.  AWI will address and ensure quality
manufacturing practices and recognized quality standards in the
production of all Retailer Terminals as stated in § 3.8.4.2 of AWI's
Proposal.

Games Management Processing

DSL Computer Workstations

The DSL staff will perform the games monitoring and management functions
conducted with Management Terminal’s resident on the DSL LAN. AWI’s
Management Terminal software and the LAN interconnect will support the
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number of Management Terminals required by the DSL and provide connectivity
to the DSL LAN.

3.8.5.2 Management User Interface

3.9

3.9.1

AWI's management terminal user interface will be similar to a web browser style
of interface in its concepts and characteristics.

ON-LINE SOFTWARE CONTROLS AND DATA MANAGEMENT

On-line Gaming Software Security and Control Features

1.

Logging. The MasterLink® System will immediately record on magnetic
media all On-line Games processing activities including, but not limited
to, sales, rejects, cancels, cashes, validation attempts and other play-
related transactions, any other Retailer Terminal commands, error
conditions, operating system and job console entries and Management
Terminal entries.

A,

The MasterLink® System will be configured to run in triplex mode
so that the OGM system back-up, recovery and redundancy
features can be met.

The MasterLink® System will maintain a one-to-one relationship
between On-line Games Tickets printed, transactions recorded in
the transaction files, and transactions delivered to the ICS.

AWI will make the transaction log available to authorized DSL
personnel when required. The transaction logs will contain records
as stated in § 3.9.1.1.C of the AWI Proposal.

The MasterLink® System's transaction logging process will include
periodic checkpoints including significant totals (counts and
amounts) for all On-line Games,

The current audit files will be "closed" and a new file initiated when
sales for the game day are terminated, and the audit files will be provided
to the DSL within ten (10} minutes following the close of sales for any
On-line Games and prior to the drawing for that game. The final audit
file for the Business Day will be provided to DSL personnel immediately
after close of the OGM system each Business Day in electronic and tape
media, if the DSL so wishes, in addition to receiving the transactions in
real time during the course of the aperational day.

AWIL will deliver to the DSL all softwate and support
documentation required to interpret or decrypt all AWI log file
formats required by the DSL.
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10.

Unique Transaction Number. All transactions on the MasterLink® System
will temain available on the System for a minimum of two years, and each
transaction will be identified by a unique transaction number to ensure that
there is no duplication of transactions.

Transactions Protected. AWI will prevent unauthorized access or
fampering with any part of the MasterLink® System as stated in § 3.9.1.3
of its Proposal to ensure overall infegrity of the System and On-linc
Games. The DSL will have the right to review any and/or all System
narratives, source program listings and operational procedures to ensurc
valid System integrity.

Tickets Not Duplicated. Retailer sell, exchange, cancel, and validation
tickets will not be duplicated on Retailer Terminals (although under
certain circumstances a reprint transaction will be allowed).

Liability Levels. The MasterLink® System will provide the DSL with the
capability of sefting a payoff figure and a payoff liability for cach On-line
Game through DS, Management Terminal(s). These levels will be
determined by DSI. and can be changed by DSL at any time. In addition,
the DSL will have the capability of suspending sales for a specific
number.

Console Records. All console activities on the MasterLink® System will
be recorded on a secure Tivoli Log and then retained on CD-R media and
made available to the DSL as stated in § 3.9.1.6 of AWI's Proposal.

Retailer Spoofing. AWI will ensure that the MasterLink® System will
mainfain Refailer Terminal network integrity and guard against Retailer
spoofing as stated in the safeguards described in § 3.9.1.7 of the AWI
Proposal.

One-Time Cashing. The MasterLink® System will not allow a winning
On-line Games Ticket to be cashed more than once as stated in § 3.9.1.8
of the AWI Proposal.

Software Checksums. AWI will automatically execute Tivoli TME 10
management sofiware to calculate checksums for all MasterLink® System
executable programs, allowing file and System integrity to be closely
monitored by AWI and DSL audits. Checksums will also be generated for
Retailer Terminal software awaiting disttibution.

Transaction Storage Redundancy. The MasterLink® System will storc
every transactionn request from a Retailer Terminal in three separate
locations prior to responding to the requesting Retailer.
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11.

12,

13.

14.

15,

16.

Game Monitoring. The MasterLink® System will provide real-time
moniforing of On-line Games transactions and Instant Games pass-through
traffic and System utilization and immediately notify the DSL of abnormal
System operations and their causes.

Transaction Simulator. AWI will provide a special utility program, called
Simulated” ComTink™ (SCL), to generate test terminal and System
transactions in specified percentages for the purpose of quality assurance
and performance testing of the System,

Secure Off-site Storage. AW will store all critical files, software, and
back-up data securely at the AWI Remote Backup Site subject to approval
of the DSL.

Validation of Backups. AWI will use report balancing and reconciliation
to ensure the current files, and their backup copies are valid.

Configuration Management. AWI will provide a series of strict processes and
procedures for the purpose of configuration management for the MasterLink®
System. Where applicable, AWI will provide and use a change management
process in support of changes to be made to these systems, as follows:

o AWI will work with the DSL to review change requests and develop
high level requirements;

o AWIwill scope and size the change request. As part of the scoping
exercise, AWI will perform an impact and feasibility analysis,
determining the impact to the schedules, deliverables, and existing
software design, and to ensure the technical feasibility;

The DSL will approve the scoping and sizing of the modification;
AWTI will propose a date of completion;

AWI will enter the change request into the Issue Tracking database to
assign a unique serial number and to track the progress of the change;,

o AWIwill, if needed, prepare a Business Requirement Specification
{*BRS”) to be signed by the DSL prior to development work
commencing;

AWTI will develop and test the change;
The DSL will approve the change request for production;
o AWI will install the change request into production,

Version Numbers, AWT will ensure that all hardware components of the
Masterl.ink® System have manufacturer-assigned serial numbers that are
entered and maintained in the MasterLink® Oracle database, It will
provide version control for all MasterLink® sofiware components
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17.

18.

19,

20,

21

22.

23.

{modules, source code and object code) via Configuration Management
Version Control.

Traceability. AWI will provide preformatted reports and ad hoc reporting
for the purpose of tracing the history, use and location of hardware
components. AWI will provide traceability of sofiware components via
the Configuration Management reports.

Change Control. AWI will provide change control for MasterLink®
solfware by means of the change control feature of the Issue Tracking
software. This will provide the capability of knowing when, what, and by
whom a change was made.

Configuration Status, The capabilily to produce a configuration status
report or hsting will be provided by AWI through Configuration
Management system,

Approved Changes. All MasterLink® software changes will be approved
by the DSL prior fo implementation.

Dynamic Pools. The MasterLink® System will maintain dynamic pools
for the current draw for all lotto-type On-line Games and pools for the
current draw and future draws for the numbers-type On-line Games.

Labeled Ticket Stock. The MasterLink® System will provide an
authenfication process that determines if a winning On-line Games Ticket
presented for redemption was generated by an authorized Retailer
Terminal that was signed on to the host system at the time of sale through
serialized ticket stock control numbers (TSCN) are preprinted on the back
of all On-line Games ticket stock. AWI will provide this information to
the DSL upon request and in Access Database format.

Dual Security. The Retailer Terminals will generate a unique number, in
addition to the system-logged transaction serial number, which can be
used to link winning On-line Games Tickets to selling Retailer Terminals.
This "dual security" approach will not create logging entries on the host
systems.

3.9.2 Management Software Features and Capabilities

1.

Management Reports. The MasterLink® System will produce the
management reporis similar to those found in Appendix D to the RFP,
which may be viewable on screen, and directed to a printer or to a disk
file.

Secure Use. The MasterLink® System management software will be
password and audit-trail protected, and all management sign-on attempts,
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whether successful or not, and all transactions modifying the System will
be logged and protected by verification steps.

Management Software Features

A,

Password Protections. The management workstations will have a
hierarchical security scheme as stated in § 3.9.2.3 and § 3.9.2.3.A of
the AWI Proposal that allows MasterLink® System access to
specified personnel only.

Limited Menu. The management workstation will have a "menu"
request for prompting purposes which permits the individual to see
only those functions/reports they can perform based on security
level and entered password,

Retailer Terminal Management. The Management Terminal will
provide the on-line capabilify to inquire about and/or modify
designated Retailer and System functions and create an audit trail of
the changes made as stated in § 3.9.2.3.C of the AWI Proposal.

Retailer Disablement Codes, The MasterLink® System will provide
a coding scheme for differentiating various Retailer "disabling”
reasons, which will be able to accommodate up to five (5)
disablement conditions.

Checksum Entry. The MasterLink® System will provide for the
entry and viewing of winning numbers and for checksums for cach
set of winning numbers for any draw of any On-Line Game. All
entry attempts, whether successful or not, will be logged.

Game Control. The MasterLink® System will provide the ability to
shut off and resume all On-line Games wagering and validations on
cach On-line Game independently.

Broadcast Messages. The MasterLink® System will provide the
ability To send and store on-line messages of at least five hundred
twelve (512) characters to all Retailers, a specific Retailer, any
group of Retailers as stated in § 3.9.2.3.G of the AWI Proposal.

Immediate and Deferrable Messages. The MasterLink® System will
provide the abilily fo define any Retailer message as immediate or
deferrable.

Advertising Display Messages. The MasterLink® System will
provide the ability fo create and send graphics and messages to the
customer advertising display units associated with the Retailer
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Terminal by a certain category of Retailer Terminal or chain
relationship.

5 Retailer Accounting Adjustments. The MasterLink® System will
provide the ability io make adjusting entries to Retailer accounts
with a complete audit trail of adjustment amount, date of
adjustment, user who entered the adjustment, and a
description/reason for the adjustment as stated in § 3.9.2.3.J of the
AWI Proposal,

K. Game Monitoring. The MasterLink® System will provide the
ability fo observe statistics on the operation of the System by On-
line Game or Retailer.

L. Transaction Reporting, The MasterLink® System will have the
capabilify for the DSL to make on-line inquiries of On-line Games
wagers and transactions for at least the past three days, For all On-
line Games wagers and transaction older than three days, the
System will have the capability to request, process and print
portions of the OGM systems' master transaction file in perptuity.

3.9.3 On-Line Games Drawing Controls

394

The MasterLink® System will provide the process of closing On-line Games,
conducting On-line Game drawings, entering winning On-line Games numbers,
and paying winning On-line Games Tickets for both numbers-type games and
lotto games. Fixed payout game validations must be supported within 10 minutes
of the drawing time.

I-

Drawing Information. At game cut-off for any On-line Game, the

MasterLink® System will print out on its and the DSL's Management
Terminals the following information for the game:

Time of day
Net game pool (wagers minus cancels)
Hash total of wagered numbers (including cancels)

Checksum Entry. The MasterLink® System will provide the ability to
enfer winning number(s), lotto pools, jackpot amounts, lotto prize
amounts, bonus numbers, bonus payouts and lotto pay authorizations for
On-line Games with the use of a checksum algorithm.

Instant Games Ticket Transactions Management

The MasterLink® System will support the DSL's Instant Games on a pass-through
basis to the DSL's back-end system as stated in § 3.9.4 of the AWI Proposal.
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3.9.5

3.9.6

Instant Games Ticket validations will be available the entire day, near 24 hours if
specified by the DSL.

Retailer Accounting

1.

Retailer Account Setup. The MasterLink® System will allow Retailer
accounts to be established and corresponding bank accounts to be set up
and changed with the changes to be effective immediately. Changes will
include the ability to change ownership at a Retailer location without
losing the data applicable to the previous owner.

Retailer Account Management. The MasterLink® System will provide the
capability to make and Tog adjustments to Retailer accounts.

Settlement. The MasterLink® System will have the ability to produce
seftlement reports and an EFT tape and have the ability to summarize all
sweep information for a chain account into a single report and process and
to provide combined reports as described in Appendix C(7) of the REP.

IRS Reporting. The MasterLink® System will produce1099 reports.

The MasterLink® System’s Retailer accounting data storage structure will
allow timely generating of calendar year Retailer commission reports
and/or files, which will be available within ten (10) business days after the
end of each calendar year.

Internal Control System Application

AWT will provide all required hardware, operating system software and the
software development tools for use by a third-party software vendor for an ICS.

1.

ICS Suppliers. AWI will provide the ICS by one of the three (3)
independent, third party software subcontractors identified in § 3.9.6 of
the AWI Proposal

The DSL reserves the right to specify which of the subcontractors will
conduct the work, or to require that AWI identify other subcontractor
alternatives for providing the work. The selected software subcontractor
shall maintain the ICS.

ICS Operations. AWI and the selected subcontractor will provide
operafing instructions and training to the DSL for operating the ICS.

ICS Costs. AWI will be responsible for the costs of the purchase,
installation and maintenance of the equipment, software development
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398

399

tools and the original delivery, maintenance and enhancement of the ICS
application software.

System Security

AWI will provide MasterLink® System security, policies, and processes as stated
in § 3.9.7 of the AWI Proposal for the following security matters:

1. Segregation of Duties and Privileges. AWI will implement and maintain
an organizalional sfrucfure and user authorizations that provide for
segregation of duties as stated in § 3.9.7.1 of the AWI Proposal.

2. Hacking Avoidance.  AWI will prevent unauthorized -electronic
penetration info the MasterLink® System as stated in § 3.9.7.2 of the AWI
Proposal.

3. Undesirable and Unauthorized Software. AWI will prevent the

miroduction of unwanted soliware into the MasterLink® System including
software viruses, worms, and Trojan horses as stated in § 3.9.7.3 of the
AWI Proposal.

4. Control Totals. AWI will employ standard accounting measures for cross-
tabbing and control totals wherever feasible and as stated in § 3.9.7.4 of
the AWI Proposal to ensure that data presented are in balance.

Data Management and Reporting

1. Database Access. AWI will provide the DSL with access to Retailer data,
sales Tecords, ferminal maintenance data, and daily transactions for ad hoc
reporting through the use of Oracle® Discoverer™ databasc query and
report software as stated in § 3.9.8 of the AWI Proposal.

2. History. AWI will maintain the IMM database information including sales
and Retailer statement history for the configurable data retention time
period of 24 months.

Management and Administrative Reports

The MasterLink® System will timely produce a wide assortment of management
and administrative reports similar to those contained in Appendix D of the RFP
and as stated in § 3.9.9 of the AWI Proposal for use by the DSL.

L. Chain Reporting. The MasterLink® System will provide chain reporting so
that chain headquarters will be able to receive reports on sales data for
their particular site, for another site within the chain, or for all sites within
the chain.
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3.9.10

3.9.11

3.9.12

3.9.13

39.14

3.9.15

2. Business Codes, The MasterLink® System will provide reports sorted by
SIC (Standard Industrial Code).

Foreign System Interfaces

AWI will use the standard operating systems, databases, programming languages,
protocols, data formats, and reporting tools as stated in § 3.9.10 of the AWI
Proposal to respond to client data exchange requircments.

On-line Subscription System with Internet Interface

The Subscription System proposed in and as stated in § 3.9.11 of the AWI
Proposal will be included in the  PlayersLink internet solution for Player

Registration. The Subscription System will facilitate DSL compliance with ADA
legislation by enabling players to buy tickets without going to a Retailer outlet.

On-line Player Registration System with Internet Interface

AWI will provide a Player Registration system as stated in § 3.9.12 of the AWI
Proposal.

1. Player information will be stored in a database that permits ad hoc inquiry
and reporting aclivities in addition to routine, scheduled reporting.

2. Entry of customer information (that is not entered by players over the
Internct), mailings (paper and e-mail) and customer services for the Player
Registration system will be provided by the DSL.

Solomon/Checkwriting Interface

The MasterLink® System will provide the DSL with a transaction file daily in
electronic form to confirm and pay winning On-line Games Tickets that require a
check. The timing, format and details of this file delivery will be mutually agreed
upon prior to Conversion.

On-line Validation After Conversion

The Retailer Terminals will accept the serial numbers of old winning On-Line
Games tickets either by optically scanning the ticket or by Retailer keyboard
input.

Conversion of Existing Sales and Retailer Information

AWI will convert all existing data, in order that the DSL can generate reports
comparing current with past operations.
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3.10

3.10.1

3.10.2

ON-LINE GAMES MARKETING

AWI will apply its best efforts to assist the DSL in On-Line Game design and
marketing and to recommend and evaluate On-line Game designs in assisting the
DSL to maximize objectives.

Corporate Marketing Support

AWI recognizes that the DSL will require new On-line Games and features over
the term of the Agreement. AWI will work to accommodate the DSL's marketing
plans and efforts with corporate marketing support that includes, but is not limited
to, a quarterly strategy meeting with the DSL to formulate the slate of On-line
Games, Games changes, and promotions to be introduced in the coming year.

In providing corporate marketing support to the DSL, AWI’s marketing personnel
will have access to the following AWI tools and resources, as stated in § 3.10.1.B
of AWI’s Proposal:

A. Lottery Marketing Management Process (“LMMP”), including
AWD's use of geo-demographic data from AWI's Marketing
Information Management System (“MIMS™);

Enterprise Information System (“EIS™);
Lotlery Information Management System (“LIMS);

Games Analysis and Planning Process (“GAPP™);

W o o0 =

Lot-D-Zigng; and
F. Automated Key Accounts Reporting System (“AKARS™).

AWI will also afford appropriate DSL personnel access to specified information
available from AWT’s EIS, LIMS, and AKARS. In addition, on an annual basis,
AWI will make AWI’s GameLab development process available to the DSL, and
one (1) comprehensive MIMS analysis and study will be provided shortly after
execution of this Agrcement.

Support of the DSL's Retailers and Racetrack Operations

AWI recognizes that the DSL's goal is to achieve a high level of Retailer rapport
in order to effect maximum lottery ticket sales.
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DSL will employ its own Retailer services staff (“Lottery Sales Representatives™)
to develop a strong Retailer partnership. Accordingly, the DSL's own
Representatives will be exclusively responsible for prospecting new Relailer
locations; recommending new Retailer locations; responding to Retailer concerns,
questions or problems relating to the DSL’s program, games, policies, and
procedures; notifying Retailers of new game features, modifications to current
games, addition of new games, and changes in DSL policy.

AWI will assign 10 field personnel to interface and cooperate with the DSL
regarding Retailer concerns or problems with AWI-provided scrvices, such as
Retailer Terminal functions, Retailer Terminal repair, quality of play slips,
ribbons, and On-line Ticket stock, and delivery of consumable items, as well as
support for VLT operations at the three racetracks. One of these field personnel
will be designated as AWI’s dedicated Customer Service Representative (“CSR”).
The CSR will, among other duties, have overall responsibility for:

e Training for Retailers in the operation of Retailer Terminals;

e On-site and key account Retailer training; and

e Support of AWDs dedicated field and Retailer Terminal maintenance
personnel with regard to delivery of point of sale (“POS”) materials and

Retailer Terminal consumables, described in § 3.10.3 below, and arranging for
repair of Retailer Terminals.

3.10.3 Retailer Consumable Supplies

1. Supplies/Consumables. AWI will provide and deliver to Retailets:

Play slips that can be processed by the Retailer Terminal reader;

L]
e Secure On-line Games Ticket stock;
e Supplies required to print On-line Games Tickets; and

¢ Retailer manuals and/or reference cards for Retailer Terminal
operation, updated upon DSL request,

2. Consumables Designs. AWI acknowledges that DSI, must approve all
proposed play slip and On-line Games ticket designs and wording, AWI
will be responsibie for the production of such designs and wording.

3. Testing and Training On-line Ticket Stock. In addition to providing On-
Iine Games Ticket stock, AWI will also provide On-line Games Ticket
stock suitable for testing with regard to Retailer Terminals used at training
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facilities, as well as not-for-sale stock for use by the DSL in training or
promotions. On-line Games Ticket stock designated for use in such testing
will be pre-printed with the notation “Test Ticket,” or other appropriate
notation. On-line Games Ticket stock designated for use in promotions
will contain the notation “Not for Sale” or “Promotional Not for Sale,” or
other appropriate notation.

4, Multiple Suppliers. In order to avoid dependence on one supplier, AWI
will have more than one source of paper stock and printing service(s), as
stated in the provisions of § 3.10.3.4 of AWI’s Proposal

5. On-Line Games Ticket Stock Security. AWI will provide security,
invéniory and aulomated control procedurces regarding supply of On-line
Games Ticket Stock via AWI's Automated On-line Games Ticket Stock
Tracking System, which will be a subsystem of AWID’s Masterlink®
System. AWD’s Automated On-line Games Ticket Stock Tracking
Subsystem will allow the DSL to maintain detailed inventory records of
On-line Games Ticket stock received from printing subcontractors and
distributed to Retailers. Records available from the AWI Automated On-
line Games Ticket Stock Tracking Subsystem will correlate specific On-
line Games Ticket stock to specific Retailers and delivery dates, as stated
in the provisions of § 3.10.3.5 of AWI’s Proposal.

6, Returns. AWD’s Automated On-line Games Ticket Stock Tracking
Subsystem will permit returns, re-issues, and destruction of such On-line

Games Ticket Stock, as appropriate, as stated in the provisions of §
3.10.3.6 of AWT’s Proposal.

3.10.4 On-Line Games Menu

3.10.5

AWI will provide all On-line Games currently being processed by AWI at the
time of Conversion. AWI recognizes that DSI. reserves the right to add On-line
Games or On-line Games features at the time of Conversion, as stated in
paragraph 72 of the Agreement,

AWI acknowledges that DSL is a partner in MUSL, AWT will support On-line
Games created and offered by this Association. AWI will also support On-line
Games offered by any other multi-jurisdiction associations with which the DSL
may become associated.

On-Line Promotional Features

AWD’s MasterLink® System will be capable of providing the broad range of
promotional features set forth below, should the DSL opt to utilize them.
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AWI will utilize its MasterLink® System to develop promotions as stated
in the provisions of § 3.10.5.1 of AWI’s Proposal.

AWI will make available to DSL the following promotional features:

A. Free Play. Free play can be offered when several wagers of On-line
Games are purchased.
B. Cross Promotion. Cross Promotion, i.e. promotions between

product Tines that allow for discounts (e.g. buy "x" amount of
Game A, get "y" amount of Game B free),

C. Multiple Drawings Per Day. Multiple drawings for the same On-
Iine"Game within ohe day, including Day/Night feature with the
same wager for the day and night drawings of a game.

D. Bonus Draw. Permits drawing of a second set of winning numbers
for On-line Games like Pick 3, Pick 4 and Lotto at DSL's option.

E. Bonus Payoff. Permits a specified increase in the payoff for
specified winning On-line Game Wagers at the DSL's option.

F. Drawing Events, Accommeodates promotions that vary the number
of drawings per On-line Game per week and/or the days on which
the drawings are conducted.

G. Test Marketing, Accommodates the sale of specified On-line
Games/products/ features (e.g., couponing, discounting) through
selected Retailers and/or selected geographical areas for purposes
of test marketing,.

H. Sampler Ticket. A multi-On-line Game quick pick whereby the
MasterLink® System will automatically generate two or more
wagers - possibly one for each On-line Game on the market - either
with or without a premium.

L Nth Tickets. A promotion based upon seeding levels, known as
"nth” transactions, where “n” represents the number of transactions
that must ocour to generate a coupon or free On-line Games Ticket
for that On-line Game or another On-line Game, or a coupon
linked to a promotion, or a raffle On-line game.

J. Merchandise Coupons. This promotion provides a product or
product discount in return for a qualifying purchase of an On-line
Games Ticket. Accounting for merchandise is provided. This
promotion will be set up through Management Terminal screens.
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K. Retailer Coupons. This promotion involves coupons that are
redeemable for prizes such as T-shirts, coffee mugs, store
merchandise and trips.

L. Retailer Vouchers. Under this promotion, retailers can reccive
vouchers for a chance to win a prize based upon the number of On-
line Games Tickets sold.

3.10.6 External Coupons

AWI acknowledges that DSL will employ coupons produced by third party
sources for sales promotions, such as a coupon that would permit the bearer to
obtain free On-line Games Ticket(s) from the Retailer. These coupons shall have
the same bar code reading specifications as Instant Tickets, i.e. the [ 2 of 5 format.
AWTI’s MasterLink® System will permit the use of coupon promotions. As part of
this capability, AWI’s Retailer Terminals will have the capability to read such
coupons with a trackable and accountable bar code or serial number (ie. on a
validation file).

3.10.7 System-Generated Coupons

The Retailer Terminal and MasterLink® System will be capable of generating a
coupoen used as part of a Cross Promotion, as described in § 3.10.5.B of this Work
Statement. The MasterLink® System will have the capability to produce summary
reports of such transactions. These reports will contain the outstanding liabilities
and claimed amounts, as appropriate,

3.10.8 Additional Non-Traditional Gaming Capabilities

AWI acknowledges that DSL is not cutrently authorized to offer certain Non-
Traditional Games. Nonetheless, AWD’s MasterLink® System will have the
capability through hardware and software upgrades, as needed, to support Non-
Traditional Games, as stated in § 39(E) of the Agreement and § 3.10.8.A of
AWY’s Proposal,
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APPENDIX 2

COST AND TERMS

The following are the prices based upon which AWI shall issue invoices to the DSL, and

the DSL shall make payments to AW

(A)

(B)

Base System Pricing

(0

(2)

On-line percentage. Pricing as a percentage of On-Line sales shall be
4,180% of On-Line Game sales.
Video percentage. Pricing as a percentage of Video Net Proceeds shall be

0.7885% of Video Net Proceeds.

DSL Specified Options

(1

2)

G)

Customer Advertising Display, including installation and service, as
specified in section 3.8.1.3.A of the RFP, shall be $378.00 per unit based
on all four hundred (400) On-Line Retailer Terminals being pursuant to
AWD’s Conversion plan for delivery, implementation and acceptance
testing as set forth in AWID’s Proposal.

Customer Transaction Display, including installation and service, as
specified in section 3.8.1.3.B of the RFP, shall be $250.00 per unit based
on all four hundred (400) On-Line Retailer Terminals being installed
pursuant to AWID's Conversion plan for delivery, implementation and
acceptance testing as set forth in AWI’s Proposal.

Self Service Validators, attached to on-line terminals, including

installation and service, as specified in section 3.8.1.3.C of the RFP, shall



IL

be $1,250.00 per unit based on a volume of one hundred fifty (150)
installations pursuant to AWID’s Conversion plan for delivery,
implementation and acceptance testing as set forth in AWI’s Proposal.
(4)  Cash Drawers for the on-line terminals, installation and service included,
as specified in Section 3.8.1.3.D., shall be $280.00 per unit based on a
minitnum order of one hundred twenty-five (125) installations pursuant to
AWI's Conversion plan for delivery, implementation and acceptance
testing as set forth in AWI’s Proposal.
All invoices shall be submitted weekly to the DSL. Upon verification of the charges, as
provided in this Agreement, payment shall be made to AWI within thirty (30) business
days of receipt by the DSL of the verified invoice. At the option of the DSL, payment to
AWI shall be made by electronic funds transfer, if possible, to the financial institution

designated by AWL



CONTRACT FOR.LOTTERY GAMES
SYSTEM AND RELATED SERVIGES

I.RECITALS

THIS CONTRACT for' a Lottery Games System and Related |
Serv1ces is made and entered,znto this _lfi__ day of SiualmmifﬂuJ
2008, by and between the COMMONWEALTH OF PENNSYLVANIA
. (hereinafter referred to as the “COMMONWEALTH”), DEPARTMENT OF
REVENUE, for the PENNSYLVANIA LOTTERY (hereinafter referred to
ag the “DEPARTMENT” and “LOTTERY'” respectively), -an executive
agency of the COMMONWEALTH, and SCIENTIFIC GAMES INTERNATIONAL,
INC., t{hereinafter referred to as “SGI” or “CONTRACTOR”), a duly
organized and existing Delaware corporaﬁion, authoxized,to
conduct business within Pennsylvania by the issuance of a
| Cértificate of Authority by the Pennsylvania Department of
State, with offices at 1500 Bluegrass Lakes Parkway, Alpharetta,
Georgia, 30004, and having ?ederal Employer Identification
Number - collectively referred to as the “Parties.”

WHEREAS, ‘the DEPARTMENT has_ as one of its respon51b111t1es
the operation and management of the LOTTERY, in accordance w;th
the provisidns'of_Act No. 91 of 1971, P.L. 351, approved August
26, 1971, as amended, sometimes known as the “State Lottery
Law, " (hereinafter also referred'to as the “Act”); and,

WHEREAS, under'the prbviéions of the State Lottery Law, the

DEPARTMENT has the authority and duty to pay costs incuired in

Certified g True and

1 Correct Copy




the operatioﬁ and administration of the LOTTERY, including costs
resulting from any cdontracts entered into for the servibes_
related to the operation of its lottery games and associated

services related to the LOTTERY’s System, and for the purchase

'of LOTTERY related materials; énd,

. . WHEREAS, the_DEPARTMENT further has the authority to expehd
monies from the State Lottery Fund to pay the expénses of the
operation of the LOTTERY; and, |

WHEREAS, in this regard, the DEPARTMENT requi:esvcertain ‘
professiénal services of a qualified cbntractor for the design,
production, system development, management and support of its
Lottefy Games System and.Related Services as more specifically
get forth in its Reqﬁest for Propogal dated June 29, 2007, as
amended-by Amendments to Pennsylvania Lottery'Games System and
Related Services RFP Questions and Answers dated Augqst 8, 2007,

Pennsylvania Lottery Online RFP Clarificaktion Questions dated

November 2, 2007, and Request for Best and Final Offer (“BAFO”)

- dated March 10, 2008, {collectively referred to as the “RFP”)

attached hereto and made a part hereof as APPENDIX A; and,

WHEREAS, SGI submitted a Proposal for a Lottery Game System

and Related Services dated August 24, 2007, Response to the

Pennsylvania- Lottery Online Clarification Questions dated

November 15, 2007, and a Best and Final offer dated April 4,

2008, in response to the RFP (collectively referred to as the




“éroposal”), attached hereto and made a part hereof as -APPENDIX
B, and has.represented that it is quélified by training and’
experience to perform the requiredlservices in the manner and on
the terms and conditions set forth herein; and,

WHEREAS, the DEPARTMENT selected the Proposal of SGI as
responsive to the requirements of the RFP and advantageous to
the DEPARTMENT.

II. AGREEMENT

NOW, THEREFORE, in consideration of the fofegoing recitals
and of the mutual pfomises hereinafter set forth, and intending‘
to be legally bound, the PARTIES hereto agree as ﬁollé@s:

1. DEFINTTIONS: |

As usged in this CONTRACT, the following terms shall have
the meanings_prescribed herein:

A. “ACCEPTANCE” - Written approval from the Director
transmitting notice to SGI that fhe LOTTERY has evaluated the’
performance of an action by'SGI as meeting the LOTTERf’S
requiremeﬁts;

.Eh “ACCOUNTING WEEK” - Currently starts on commencement
of sales Day Tuesday and ends at the end .of Sales Day the
following Monday. | | ‘

C. “ACT” -~ As defined in the Recitals.

" D. “BACK-UP DATA CENTER” - The secondary computer

facility located within the forty-eight (48) contiguous United




States at which a Back-Up Central System thét processes in real
time the mirror image of the Systeﬁ is installed and that will
become the Primary Data Center in the event that the Primary -
System .installed at the Data Ceﬁtef is not operatiﬁg.

E. “CHANGE CONTROL” - As gefined iﬁ Section APPENDiX D,
WORK STATEMENT .

F.  [INTENTIONALLY LEFT BLANK.]

G. [ INTENTIONALLY LEFf BLANK . ]

H. = “CLOSE OF SALES” - Refers to the predetermined cut-off
'of wagering, cui;entiy approximately two {2) minutes prior to a
LOTTERY‘drawing. | |

I. “COMMISSION” - Refers to the payment made to Lottery
Rgtailers-calculated on base sales of LOTTEéY tickets.

J. “COMMONWEATLTH” - As defined in‘the introducgory
paragraph of this CONTRACT, Excephk as thelcontext may clearly
indicate, COMMONWEALTH includes the DEPARTMENT and LOTTERY, and
DEPARTMENT and LOTTERY_inClud;a the .COMMONWEP_LLTH.

K. “CONTRACTY - Shéil mean this CONTRACT for Lottery
Games System and Related Services datedlas.pf the date first
recited above, including the Aﬁpendiées attached hereto.

L. “DATA CENTEE” ; The Primary Computer Eaciiity at which
the System is installed, which shall be located at the same

premises as the LOTTERY at 1200 Fulling Mill Road, Middletown,

Pennsylvania, 17057.




M. “DEGRADED PERFORMANGCE” - The System shall be.operaping

'with Degraded Performance if the System is not capable of
providing all the services or ﬁunctionality ?equired by the RFP
or included iﬁ thé Proposal as agreed by thé Partieé for reasons
other than Force Majeure or Netﬁork or communications failures.

N. “DEPARTMENT” - As defined in the introductory
paragraph of this CONTRACT,
| 0. “DEPARTMENT PROJECT MANAGER” - The DEPARTMENT empioyéé
who is appointed by DEPARTMENT to act as the primary point of
contact for the DEPARTMENT with respect to each Parfyfs
obligations under tﬁis CONTRACT. |

P. [INTENTIONALLY LEFT BLANK. ]'

Q.  “DIRECTOR” - The Executive Directolr of thé LOTTERY .

R. “DOCUMENTATION” — All documentation, written

rmaterials, work papers, configurations and manuals, whether hard

coﬁy oxr electfonic, prepared by or on behalf of SGI'or any of
SGIfS'agents pursuant to this CONTRACT, but excluding any
‘confidential information of SGI.

g. “DOWN” - The System.shall be Down if a transaction
submitted by:any terminal in the System iz not érocesséd by the
System due to System failures, other than Nétwbrk or
commﬁnications failures or other ﬁailures which are determined
to Eé_Outside the responsibility'of 861, including Edfce

Majeure,




T. “"DRAWING DAY” - A day on which a drawing is made for
any LOTTERY games.
U, “EFFECTIVE DATE” - The date upon which this CONTRACT

is executed by all regquired signatories.

V. “EXPIRATION DATE” — The date upon which this Contract

shall expife as set fprth in Paragraph 3, CONTRACT TERM AND

- EXTENSIONS.

W. “IMPLEMENTATION SCHEDULE” — The Implementation
Schedule developed by the Parties for the gserviceg pursuant to

the Work Statement. Such schedule may include, but is not

limited to, the development, design and testing of the Systems

and ihstallatiqn and testing of the terminalg at each Lottery
Retailer.
X.  “INSTANT TICKET” — A hard copy bearer instrument that

is a player’s record of a Wager for participation in an instant

- Lottery game.

Y. “INSTANT TICKET VENDING MACHINE” — A free-standing

‘device that may be comnected to the System for use by Lottery

game players which, upon'the insertion bf cash or other

acceptable method of payment, dispenses Instant Tickets selected

by the players.
2. “LOTTERY RETAILER" oxr “RETAILER” - An established )

business which is a party to a contract-with the LOTTERY to sell

LOTTERY tickets..




AR, “LdTTERY TTCKET” - Any- ticket to & game sold By the
' LOTTERY representing a Wager and pfocessed on the System.

AB. _“MANAGEMENT TERMINAL” - A computer provided by.the
LOTTERY on which SGI Proprietary Software, as such software is
more particularly described in the froposal, is installed by SGI
.and connecte& to the System which allows for the review of
informatién concerning the performance of the Systems and as
more pérticularly specified,iﬁ the WORK STATEMENT, aﬁd as may be
agreed to by the ?arties. |

AC, T“NETWORK" or -“COMMUNICATIONS NETWORK” - A
Coﬁmunications Network Ehat may utilize various communications
methodologies appro%ed by the LOTTERY which provides interfaces
and compatibility between terminals, modems, data sets, iines,
satellites;_other'communications eguipment or devices and SGI's
Primary andlBack~Up Computer Systemé. | |

AN, “ON-LINE GAMES” m‘Games, also known as terminal-based
games, which are sold, recorded, validated and redeémed through
the_Systém to be p;ovided byVSGI pursuant to thisg CONTRACT.

AE., “ON-LINE TERMIN'AL:" - The terminal installed‘at LOTTERY
RETAILER locations for the purpose of selling and redeeming
ticke;s SQId and performing‘accounting funétions for On-Line
Games, activating Instant ?ickets, validating Inétant Tickéts

and performing pack management and accounting functions.




AF. “ON-LINE TICKET” - A paper bearer instrument that is a

player’s record of a Wager or Transaction for an On-Line Lottery

!

Gaite .

AG. ‘“PLAY SLIP” - (BET SLIP) A preprinted-forﬁ isgued under
the authority of the LOTTERY and provided by SGI, for use in
marking numbers or symbols to be ﬁsed in placing a Wager for an
On-Line Lottery Game., .The PLAY SLIP is not a Lottery Ticket.

AH. “PLAYER ACTIVATED TERMINAL (PAT)” ~ A self-service
device that allows LOTTERY players to blace Wagers on any
Lottery On—Ling or Instant Game. The fAT is connected to the

System and records Transactions in the same manner as On-line

Terminals.

AI. “PROPOSAL” - Documents consisting of thé ﬁechnical,
cést,'and disadvantaged business Proposals; as well as all other
submissions supplied by SGI as its response tb RFP ﬁo. Lottery
2-2007, incorporated.by reference herein as APPENDIX B.

AJ. “RELATED SERVICES” - Services related to the provision

and operation of the System as set forth in the CONTRACT and any.

other sgservices és agreed upon by the Parﬁiés.

AK. “SALES DAY” - Shall begih followiné the close bf-sales
of a given day and ends at the close of sales éﬁ the end of the
next day between thé times Set'fofth in Schedule D, “WORK

STATEMENT, “ as such times may be amended from time to time,




| AL. “SCHEDULED STARP-UP DATE” - The date on which the
System is scheduled to commence operations as specified in the
Iﬁplementation Schedule.

AM. M“SECRETARY” - The Secretary of the Departmentrof.
Revenue, COMMONWEALTH OF PENNSYLVANIA.

AN.‘I“SGI” - AS définéd in.the introductory paragraph of
this CONTRACT.

AO..' “Sér PROJECT MANAGERS” -~ SGI employees who are -
appointed by SGI to act as the primary points of contact for SGI
with respect to SGI’'s obligations under this CONTRACT during the
design, development,‘teSting, installation, operation and
maintenance of ﬁhe System throughqut the Term of thié CONTRACT

and any extensions.

AP. “SGI PROPRIETARY SOFTWARE” - The software, tools and .

related. Documentation: (1) owned by SGI or any of SGI's
subsidiaries, affiliates, contractors or agents prior.to the
EBffective Daté‘and which are used in cénnection withlthe System
or the Related Services herein;.ana, {2} which 8GI orxr aﬁy of
SGI's‘subsidiaries, affiliates, coﬁtractorS'or agents acquires
ownership of after the Effective Date, or which is develoﬁed by
or on béhalf of SGI'after the Effecfive Date, and, in either |
case, is used in conmection with the System or the Related
Serviceé herein; éxcept that,rfor‘burposes of the foregoing

clauses (1).and (2), only to the extent such software and




‘

Documentation is. not software or documentation owned by the
COMMONWEALTH or a modification or enhancement hereto developed
pursuvant to this CONTRACT,

AQ. “SYSTEM” —rThe System to be furnished by 8GI pursuant
to the CONTRACT which sells and redeems On-Line Tickets,
ﬁalidates Instant Pickets, and performs aécoun&ing and pack
management functions for On-Line-and Instant Tickets at the
Primary Data Center and Back-Up Data Center pursuant to this
CONTRACT.

AR, “TERM” - The'ﬁeriod of time between the Effective Date
and the Expiration Date as.set forth in Paragraph 3, CONTRACT

TERM AND EXTENSICNS, and any mcdifications therecf.

AS. “THIRD PARTY GAME” - Means a lottery game that is
proprietary to an enﬁity other than the CONTRACTOR and is
protected by patent, trademark, trade sécret, 6r otherwise,

AT. “TOTAL GROSS SALES” - Means the total value of Instant
Tickét packs settled as either fully or partially séld
(including free tickets, coupons énd discouﬁts proceséed during
the Accounting Week) reduced by the‘vélue of returned-unsold
ticketg, stolen fickéts and defective tickets processed duriné
‘the éccounting week, plus tﬁe total value of all On-Line Games
saies recorded in the System for these Qames (incldding free
tickets; coupons, dichunts.and sales for drawings that‘will

occur in the future) .-
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AU, “TRANSACTION” - An action initiéted at a terminal and
reéorded_on the Systém which is assigned a unique-transactiOn
number in the Systeﬁ.

AV. “UP” -~ The System shall be Up for purposes of On-line
Texminal Maintenanée in accordance with Sectioh 32.5L, when it is
fully operational and is capable of performing services as set
forth in this CONTRACT.

AWJ “WAGER”- One play for a specified LOTTERY drawing of a
LOTTERY game.'

AX. MWORK STATEMENTY - The WORK STATEMENT, attached hereto
as APPENDIX D and made a part hereof, as amended from time to
time and as supplemented by the documentétion, ddcuments,'lists,
plans; procedures, diagrams, letters of understanding and
. manuals contemplated thereby. A

2.  WORK STATEMENT:

SGI shallrprovidé_during the TERM a complete Lottery Game
System and Reléted Services as described -in APPENPIX B, and as
more particuiérly specified in the WORK STATEMENT, attached _
hereto and made a part nereof as APPENDIX D.

3. CONTRACT TERM AND EXTENSIONS:

This CONTRACT shall be effective for all purposes other
than paymént of compensation as of the Effective Date. Payment
-.of compensation shall be¢ome.effective on January 1, 2009. The

Term of this CONTRACT shall continue through midnight, Décember
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31, 2013.' It is understood and.agreed by the. Parties thét the
DEPARTMENT may exténd this CONTRACT at its sole option for wp to
an additional fiye (5) years, in increments of one (1) or more
vears upon terms and conditions mutually agreed upoﬁ the
VPartieé. The DEPARTMENT may exercise'its option{s) by sending
written notice to the CONTRACTOR 70 later than ninety (90) days
from the expiration of the CONTRACT or any extensioﬁ thereof, or
by such other date ag mutually agreed upon by botﬁ Parties in
writiﬁg} The Parties hereby agree that upon execution of this
CONTRACT, the LOTTERY shall be deemed to éxercise its option
hereunder to extend the Term of this CONTRACT for an additional
one (1)} year period, so that the Term hereof shall continue
through gnd including December 31, 2014, which may be extended
for up to four (4) years, in increments of one (1) or more years
upon Eerms and conditions mutually agreed upon the Parties.

4, TERMS OF PAYMENT:

The DEPARTMENT agrees to pay, and the CONTRACTOR agrees to.
accept as full compensatipn for the services rendered hergﬁﬁder,

thé fees set forth in APPENDIX C, “PRICES AND TERMS,” attached

hereto and made a part hereof as if fully set forth.

5. RIGHT OF INSPECTION AND OBSERVATIONf

Subject to the provisions. of Paragraph 18, SECURITY OF
I&FORMATION, the DEPARTMENT shall have the right to inspect all

phases of the production and support of the System and Related
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Services provided hereunder upon reasonable prior notice to SGI

and subject to SGI’s safety and security procedures.

6. NON-EXCLUSZIVE:

rhe DEPARTMENT reserves the right to develop, introduce and
direct the'implementation and operation.of as many other
lotteries and other games or programsg as the DEPARTMENT deems to
be in the bést interest of the COMMONWEALTH.

7. DELIVERIES, DAMAGES:

All materials delivered under this CONTRACT will be
delivered to the CONTRACTOR’s Pennsylvania warehouse located in
or near Harrisburg, Pennsylvania, or such other location(s) as

mutually agreed upon by the Parties.

8. BONDS AND INSURANCE:.J
A; Insﬁrance

' For the entire period of this CONTRACT, SGI agrees to
maintain the>foilowing insurance with the COMMONWEALTH, tﬁe
‘DEPAR?MENT and the LOTTERY hamgd as'additionai_insureds, which
" insurance shéll provide funds,'fees, and lega; costs fo£ any
damage, loss of revenue or claimé incurred or arising as a -
result'ofrthe'operation of the Systemf However, the
COMMONWEAﬁTH,.the DE?ARTMENT and the LOTTERY éhallAﬁot be named
as édditional‘insureds on the errors and omissions bolicy
'describéd in Subparagraph 8{C); below, No insuranée shall be

.cancelled or changed without at least thirty_(BO).days prior,
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written ﬁoticé to the LOTTERY."By_requiring such coverage, ;he
LOTTERY‘does not Waivé any immunity from liability which it may
othefwise have.

SGI égrees'to furnish the LOTTERY with certificates of
iﬁsurance fér all insurance required-under this CONTﬁACf within
fourteen (14) days oﬁ final éxecution and delivery of this
CONTRACT to SGi, with the exception of the certificakes for
Erzors and Omissions insurénce, which Errors and Omissions
certificate of insurance shall be furnished to the LOTTERY prior
to Syétem Start-Up as set forth in .the WORK STATEMENT, Appendix
) . B

Ail certificates of insurance furnished by SGI.shall aver
that coverages afforded shall not be canceled or changed without
at least thirty (30) days prior written notice to the.LOTTERY.

'SGI shall acquire insurance writtén for not ie&s_thap any
limits of liability herein specifiéd or required by law,.
whichéver is greater, and shéll include contractual liability

insurance as applicable £to SGI's obligations under Paragraph 11,

INDEMNIFICATION, of this CONTRACT. B

1. PROPERTY. SGi sﬁall maintain insurance on all
materiéls:and equiﬁment used in operéting.the System in SGI'g
buéiness in'£he amount of actual replacement cost thereof. 'Such

ﬁolicy shall include an All Risk Property-Floater to insure

personal property including contents, materials, and mobile
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items against fire, colligion, flood, etc. Neither the
COMMONWEALTH, the DEPARTMENT, the LOTTERY, nor Lottery Retailers

are responsible for any such insurance.

2. PUBLIC LIABILITY. B8GI shall maintain comprehensive

General Liability and Pkopeity Damage insurance with limits of
not less than one'millioq dollars (51,000,000) for any'one (L)
person and three million dollars ($3,000,000) for any one (1}
occurrence for personal injury, and three million:dollars

($3,000,000) for any one (1) occurrence for property damage.

3. ERRORS AND OMISSIONS. SGI shall maintain errors and
omissions insurance with limits 6f not less than fifty miliion
dollars {$50,000,000) shall be in force and effective from the
date of the System Start-Up and shall continue withoﬁf
interruption for one (1} year after the expiratipn of the
CONTRACT» Errors and Omisgsions insurénce shall indemnify SGI,
the-CQMMONWEALTH and the LOTTERY for any loss which ma& be
incurred due to System Down time, any error or omiésion of SGT
during the period of time that Retailer terminals of any'tyﬁe,
includin§ but-ﬁo£ limited to dnline Terminals, PATS and ITVMs,
are expected to be operational; machine error; or any error or
omission caused by SGI, its officers, employees, or agents. S8GI
shall require that subboﬁtractors:and service'providers maintain
Er;ors and Omissions'lnsurahqes,rwith policy:limits acceptable

to the LOTTERY, for the terms .of any contracts for perférmance
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of work required of SGI, as prime CONTRACTOR, under this

CONTRACT.

4. AUTOMOTIVE INSURANCE. = S8GI shall insure automotive

eguipment used in the operqtion of the System. SGI shall
maintain Automobile Bodily Injury Liability insurance with a
limit of ohe million dollars (Sl,OG0,000) for each person and
five million dollars ($5,000,000) for each accident, and
Property. Damage Liability insurance with é.limit of not less
than one million dollars (51,000,000) for each accident.

5. EMPLOYEES., S8GI shall insure iEs employees éccording
to COMMONWEALTH OF PENNSYEVANIA statutes and regulations,

3

including coverage as reguired under the Workmen’s Compensation

Law.

. B.  BONDS

All bonding mugt be issued by a firm authorized by the
Cffice of the Inburance Commissioner to write business in the

COMMONWEALTH OF PENNSYLVANIA.

1. FIDELITY BOND: Within fourteen (14) days of final
execution and delive?y of this CONTRACT to SGI, SGI shall
deliver tolthe LOTTERY a Fidelity Bond in the amount of ten
million aoliars ($10,000,000) covering any loss to ﬁhe.
'COMMONWEALTH due toAany-frauéﬁlent or dishonest act on the part
of SGI's pfficers, employeas 0? agents. Faillure to post such

bond within the time period shall void this CONTRACT and the
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LOTTERY shall be entitled fo liquidated damagés of one hundred
thousan@ dollars ($100,000)/day (but not to exceed five million
dollars ($5,000,000)) until a contract is éxecuted with a new
contractor to perform in the plage of 8GI. This bond shall be
maintained during thé Term of this CONTRACT andlany extensions -
thereof. The cost of the bond is included in SGI's cost.

2. PERFORMANCE BOND: Within seven (7) days of final

’ execution and delivery of this CONTRACT to SGI, SGI must deliver
. to the LOTTERY a Perfoimaﬁqe Bond which will be effective as of
the Commencement Date of this CONTRACT. F@ilure té post such

- bond within the time period shéll void this CONTRACT and the
LOTTERY shall be entitled to 1iquidated‘démages_of one ﬁundréd
thousand dollars ($100,000) /day (but ﬁot to exceed five million
dollars ($5,000,000)) until a contract is executed with a new
contractoxr to perfofm in the place of SGI. A -Performance Bond
in the amount of twenty.million dellars ($20,0DO,600) will be
required for the first year.of this CONTRACT. The fe;formaﬁce
Bond may be forfeited to the LOTTERY if SGI defaults in the
performanceldﬁ £his CONTRACT. The Performance Bond may be
assessedrany damages caused by S8GI's ﬁailﬁre té meet any
réquirement of this CQNTRACT.' Thé amount of the Performance
Bond for the second and subsequent years of this CONTRACT shall'
be the sum of ten million dol}ars {($10,000,000} plus the total -

of all liquidated damages assessed against SGI auring the
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preceding twelve (12} months of operation.unaer this COﬁfRACT.
The Performance Bond may be assessed all liquidated damage
payments due the Lottery which have not bheen received within
thirty (30) calendar days after written notice of the assessment
of liquida£éd damages -has been given to SGI; The Performance
Bond m;y have a term of one kl) year and be renewable annually;
provided that a Perfofmance Bond in the amount specified in ghis
subparagraph is in force at all times during the Term of this
CONTRACT. |

A Performance Bond'may be in the form of é policy or
certificate issued by a reputable surety compaﬁy. A certified
check or cashier’s check made payable to the COMMONWEALTH OF
PENNSYLVANIA, DEPARTMENT OF REVENUE, PENNSYLVAﬁIA LOTTERY, méy
be.acéepted in lieu of the surety company issued
bolicy/certificate. | -

3. LITIGATION BOND: The Litigation Bond posted by SGI

pursuankt to the RFP ghall be returned to SGI upon final
execution of this CONTRACT provided SGI executes appropriate

releases and covenants not to sue in favor of the COMMONWEALTH,

9. PROPRIETARY RIGHTS:

'The_COMMONWEALTH aéknowledges such proprietary. rights as
CONTRACTOR and its subcontractors mayAhave in and to the System

as specified in APPENDIX B and in the SGI Proprietary Software’
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and materials heretofore or hereafter created bf CONTRACTOR for
. the operation of the System.

All origiﬁal written materiai, _ including reports, tickets,
algorithms, game designs, game nameg, studies, blueprints,
programs, tapes, listings, artwork and other documentation
originated and prepared by CONTRACTOR pr any subcéﬁtxactor
exclusively.aﬁd specifically for ﬁhe LOTTERY_pursuant to this
CONTRACT shall belong exclusively to the LOTTERY.

COWNTRACTOR furthe£ agrees that it shall nét provide or use
any matter trademarked or copyrighted by a fhird partf Qithout
thé written approval of'the'Secretary} unlgss the CONTRACTOR
piovides the_DEPARTMENT with the written permission of the
trademark ox cbpyright 6wner fqr the DEPARTMEN? to use éuch
- trademarked or copyrighted matter under this CONTRACT.

Fach new invention, discovery or importanﬁ improvement,
which iﬁcludés ideas, concepts,‘know—how or techniQués,
developed exclusively and specifically for the LOTTERY in thé
normél coursgAéf performing obligations puxrsuant to this
CONTRACT and,islnot 5GI ProprietarQ.Softwére‘or 6tﬁerwise owned
-by-SGI_shall be treated as follows: U
a. if made exclusively by LOTTERY éersbnnei, it shali'be
the property of the_LOTTERY;',

b. if made exclusiveiy‘ﬁy CONTRACTOR peréonﬁelL it shéll

‘be the property CONTRACTOR, and CONTRACTOR grants the
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LOTTERY a non-exclusive, irrévocable, nontransferable and
royaltynffee license to such invention, discovery or
improvement;
c. if ﬁade jointly by personnel of LOTTER? and

- CONTRACTOR, it shall be jointly owned equally.

10, PATENT AND COPYRIGHT PROTECTION:

The CONTRACTOR, at its sole expénse, aggees to defend'and
hold harmless the CbMMONWEALTH, the DEPARTMENT, the LOTTERY, its
agents and eﬁployees, against any cléims, damages, losséé br
expeﬁses, for the infringement éf United Stétes Patents, ..
tfademarks,'or copyrights by the data furnished bf or through
the'CONTRACTOR and used by the DEPARTMENT for LOTTERY purposes
in accérdance.with ény restfictions or use which thé CONTRACTOR
. had communicated to the DEPARTMENT. Thé QEPARTMENT agrees to
give the CONTRACTOR ?rompt written notice of all such guits and
shall reasonably cooperaté with the CONTRACTOR in .the defense of
. such suits. |

If tﬁe materials furnished hereunder, other than materials
owned exclusively by Ehe DEPARTMENT, become the sﬁbﬁect‘of a
lawsuit o? claim of infringement of a United Stateé_trademark,
copyright or patent or if-the CONTRACTOR becomés aware that |
such ltem oxr 1tems are likely ‘to becoma the. subject of a 1awsu1t
or claim of 1nfr1ngement, the CONTRACTOR shall immediately

notify the DEPARTMENT and the LOTTERY in writing and,  without
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diminishing the CONTRACTOR’s obligation to defend and hold
l;aarrqless .the COLMOWEALTH , the DEPARTMENT, the LOTTERY, its
agents an& employees, the'CONTRACTOR nay exercise one {1} of the -
following options in order to provide the DEPARTMENT and the |
LOTTERY with continued unintérrupted use ‘of the item(s) for the.
purposes of and as contemplated by this CONTRACT:

A, Obtain for the DEPARTMENT the right to continue the
use of the infringing item at no additiénal cost to the
DE?ARTMENT ;7 Ox%, |

B. Substitute for the alleged infringing items-other
equivalent or better items deemed satisfactory to the.
DEPARTMENT, at no additional cost to the DEPARTMENT; or,

C. Agree to an altermative acceptable to both the
CONTR.AC'I;OR and the DEPARTMENT. |

In the eventithe use of the .items{s) furnishéd hereunder is
prevented by preliminary or berﬁanent injunction, or in any
other ménner; the COﬁTRACTOR éhall, immediately upon notice to
"it of the action preventing the DEPARTMENT'S use of the item,
exé?pise one (1) of the three (3) optioné provided for above at
no additional cost to the DEPARTMENT sé as to provide the
DEPAR&MENT with_contihued, uninterrupted use of the materials:as
contemplated by this CONTRACT.

11. INDEMNIFICATION:
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The CONTRACTOR shall indemnify andihold harmiess the
COMMONWEALTH, DEPARTMENT and the LOTTERY, and its agents and
employees, from and against all claims, damages, losses and
expenses, including reasonablelattérneys’ fees, for loss or
injury under this CONTRACT alleged to have been cauged in whole
or part by any negligent or egually oxr more culpable act or
omission of: |

A,  The CONTRACTOR; o,

B. Any subcontractor to the CONTRACTOR while acting in
such capaclty as a subcontractor; or,

C. Aﬁy person directly or indi:ectly.employed by the
CONTRACTOR or by a subcontractor to the CONTRACTOR; or;

D, any person for whose acts or omissions the COMTRACT&R
or subcontractor to the CONTRACTOR may be liable committé& whiie
performing obligations of the CONTRACTOR undexr this CQNTRACT,
.including situations in which the allegation is méde that the
'alleged‘loés or injury was caused in part by an aét‘or omission
of‘any'persoﬁ or entity indemnified hereunder.

12, PRIME CONTRACTOR_RESPONSIBILITIES:

The CONTRACTOR‘is the prime contractor ard, as such, is
- responsible for all contractual activities performed under this
CONTRACT, whether or .ot the CONTRACTOR performs them. The

CONTRA&TOR shall be the sole point of contact with regard to
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contractual matters, including payment of any or all charges

hereunder.

13, INDEPENDENT CONTRACTOR AND GOVERNMENTAL RESPONSIBILITY:

The CONTRACTOR shall perform its services under this
CONTRACT as an independent contractoi and-shall provide an@ pay
for all insurance as is reguired by federal gnd Permsylvania
law. The CONTEACTOR shall further provide-for such social
security, tax and any other payments or deductions as are
reguired by federél and stéte law.

14, ASSIGNMENT AND SUBCONTRACTING:

The CONTRACTOR is prbhibited from assigning, transferring,
or otherwise disposing of this CONTRACT or any section or

portion thereof, its rights, title or interests therein, or its

powexr to execute such CONTRACT to any other person, company,

corporation, or entity without the prior written consent of the

DEPARTMENT. The DEPARTMENT shall not unreasonably withhold its

consent under this paragraph in the case of aﬁy assignﬁent,
transfer or éthgr disposition'thatlwpuld‘not:materially
prejudice'the COMMONWEALTH' 8 inte?ests hereunder.

_ No subcontracting is pexmitted without the éxpress, written
approval of the DEPARTMENT. The DEPARTMENT reserves the right
to require the CONTRACTOR to replace, at no increase in the
CONTRACT price or ext_ension,o'f the time for the coﬁTRACTOR's

performance, such subcontractors reasonably found to be
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uwnacceptable to thg DEPARTMENT. The CONTRACTOR shall be
responsible for enforcing agaihst subcontractors those
provisions of the CONTRACT applicable to subcontractors. Any
change in subcontractors or in the location of the CONTRACTOR’ 5
facilities at which work for the LOTTERY is to bé performed must
be approved by the DEPARTMENT in wri?ing priﬁr to such change.

15. CONTRACTOR PERSONNEL:

The CONTRACTCR shall'comply.with the Proposal commitments
regarding thg personnel identified in its Proposal, attached
hereto as Appendix B, who will bé‘employed to perform the
donversion_and operatioﬁal management activities subsequent to
conversion. The CONTRACTOR warrants to the DEPARTMENT that it
shall undertake its best efforts to retainithese personnel on
“this CONTRACT for the time periods that best serve the mutual
inte;ests of CONTRACTOR,_employee, and the DE?ARTMENT. Changes
to the personnel cémmitments in theé Proposal shall be
communicated in writing to the DEPARTMENT prior to the changé.
The LbTTERY reserves the right to review and/ox disapprove all
employees prior to assignment to the LOTTERY CONTRACT. Such
notification shall include an expianation for the change.and»a
plén for replacement of that person. SGI also warrants that it
ghall exert its best'efforts to develop and maintain a staff of
sufficient depth and continuity acceptable fér the provision of

services to the LOTTERY.
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'16. TICKET PURCHASE AND PRIZE PAYMENT RESTRICTIONS

The CONTRACTOR acknowledges that, uﬁder the ACE,
regulations and DEPARTMENT policy generally, no officer or
employee and ne spoﬁse, child, brother, sister, or parent
residing in tﬁe housghold of ény officer or emplovee of tﬁe
CONTRACTOR or of any subcontractor with direct access to the
Sys;em'shali purchase a Pennsylvania LOTTERY ticket ox be paid a
prize in any Pennsylvania LOTTERY Game. AsAto Powerball® and
such other multi-state or international lottery games in which
the LOTTERY is now or may become a participant during the Term
of this CONTRACT, the same restrictions apply to the purchase of
such game tickets withiﬁ Pennéylvania only. SGI warrants that
it has communicated this' requirement to each officer and
employee of ﬁhe CONTRACTOR assigned to work on this CONTRACT and

any subcontractors and service providers.

17. ABSENCE OF CERTAIN CHANGES OR EVENTS :

The CONTRACTOR warrants 'that:

A. As of the Effective Date of this-CONTRACf, the
CONTRACTOR has not, except as.disclosed to the LOTTERY:

1, Sold, assigned, voluhtarily encumbered, granted a

llicense or sublicense with reépéct to or disposed of all ox

substantially all of its assets, other than in the ordinary

course of its business as conducted on the date of its Proposal,

August 24, 2007.
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» 2, Entered into any contract or commitment,
including but not limited to, acquisitions or sales within its
business area except in thé ordinary course of business as
conducted -on the date of the CONTRACTOR'’S Proposal, August 24,
2007. ' .

3.- ‘Changed in any respect matefial to thileONTRACT
its busiﬁess poiiciés or practices since the daté of its
‘Proposal, August-24; 2007,

4, altered or revised in any way its accounting
principles, procedures, methods or practices, since. the date of
its Proposal, August 24, 2007,

5. Entered into any other transaction or take any
other action except in the ordinary course of business as
conducted on the daﬁe'of its Proposal, August 24, 2007.

Neither the DEPARTﬁENT nor the éONTRACTOR is aware of any
plans of any member of the CONTRACTOR'S management, supervisory
or key employees activély involved in the CONTRACTOR'S
performance of tﬁis CONTRACT to retixe or oﬁherwise cease being
an employee of the CONTRACTOR prior to ox within:one (1) vear
" following the commencement of ﬁhe Term of this CONTRACT except
éé otherwise communicated to the LOTTER? by CONTRACTOR, |

B. As of the Effective Date of this CONTRACT, there has
" been no méterial adverse change in the finaﬁ&ial condition,

pusiness, properties, or prospecis of the CONTRACTOR.
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Tf the CONTRACTOR experiences any changes as outlined in
Subparagraph A or B, abbve, during the period of this CONTRACT,
tthe CONTRACTOR shall‘promptly notify the DEPARTMENT and the
iOTTERY subject to appliéabie requifements'of the Securities and
Exchange Commission, in the manmner set forth in Paragraph 32 of
this CONTRACT, NOTICE, of siich change promptly following the
time the change occurs or is ildentified, whichever is earlier.

" Failure to give notice to the DEPARTMENT and the LOTTERY will be
sufficient grounds for terminating this CONTRACT.

18. SECURITY OF INFORMATION:

SGI and its employees shall be .allowed access to
confidential LOTTERY files, including information created by or
for the LOTTERY as a result §f this éONTRACT, only és necessary
to perform SGI’s duties related to this CONTRACT and in -
accordance'witﬁ the rules established by the LOTTERY.

SGI shall maintain.positive policies and procedufes for
safeguarding.thé confidentiélity of such informétion and may be
liable civilly or criminally to the COMMONWEALTH under
‘applicable staté statutes for thé uniawful release of such
information or in liguidated démages as Ffurther described in
this CONTgACT for ﬁnauthorized access to such inférmation.' SGI
warrants that it will use its best efforts to preﬁent
disclosure, other than in the ordinary performance of this

CONTRACT, of any information, as well as réports, or details of
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the games plaﬁned by and for the DEPARTMENT in connection with
the performance of this CONTRACT during the Term of this
CONTRACT, plus any extensions hereof, except to authorized
‘DEPARTMENT personnel or upon prior written approval of the
Secretary. SGI agrees to execute the COMMONWEALTH's'
Cénfidentiality Statement, attached hereto and made a part
hereof as APPENDIX G.

The Parties shall maintain as confidential any_and all
informatioﬁ of the other Party to this CONTRACT related, but not
limited, to the business activities, practices,'systems,
conditions} products, services, plans, markets, studies,
algorithms, calculations, producti&n, imaéinghﬂlayout, computer
| programming, collétion, invento;y recording, distribution, or
seﬁurity.methods{ processges, know-how or other confidential and
proprietary information developed by a Party &nd specifically
designate& ﬁo the other Party, which is not a quiic record as
defined by the Pennsylvanialkight to Know Law, 65 P.S. § 66.1,A
et seﬁ; ﬁissemination of any confidentia%_information of the
COMMONWEALTH shall not be made to anyone other than therﬁarties
fo this CONTRACT and thgir subcontréctors_and agents in tﬁe
'fulfillment of thié CONTRACT without prior, written approval of
the'Secretary,rexcept‘as reguired by law. The CONTRACTOR may
reqﬁire that specific nondisclosure agreements be signed by the

LOTTERY'personnei who become involved in the phases of the
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'éONTRACT wnerein such personngl would have access to the
information described in this Paragraph 18. The provisions of
this‘Paragfaph 18 shall'surviye the termination of this .
CONTRACT, |

19. CONTRACTOR INTEGRITY:

A. For the purpose of this Paragraph 19 only, the words
vconfidential information,” “consent,” “CONTRACTOR,” “financial
‘interest” and “gratuity” shall have the following definitions:

i. “Confidential Information” means information that

. ig not public knowledge, or avallable to the public on request,

disclosure of ﬁhich w0u1d.giVe an unfair,runethicai, orlillegal‘
ad&antage to another desiring to. contract with the COMMONWEALTH;

ii. “Consent” means written permission signed by a
duly authorized officer or employee of the COMMONWEALTH,
provided that where the materiél facts have been disclesed, in
writing, by preqpalification, bid, proposal, or contractual
£erms, the COMMONWEALTH shall be dgemed to have consented by
virtue of exeqution of this CONTRACT.

iii. “CONTRACTOR” means the iﬁdividual or entity that
has entered inteo this CONTRACT with the COMMONWEALTH, incluéing
difectors, officers, partners, managers, kéy emplqyeés, and
owners of more than a five (5%) percent'ingerest in thg
business. |

iv. T“Pinancial interest” means:
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1, ownership of more than a fi&e {5%) percent
interest in any business; or,

2. Holding a position as an officer, director,
trustee, partner, employee or the like, or holding any position
of management. :

v, “Gratuity” means any payment of more than nominal
monetary value in the form of cash, travel, entertaimment,
Qifts, meals, 1odging, loans, subscriptions, advances, deposits
. of money, services, employment, or éontracts of any kind,

B, The CONTRACTOR'shall maintain the highest standards of
integrity in the performance of this CONTRACT and shall take no
action in violation of state or federal laws, regulations, or

other reguirements that govern contracting with the

COMMONWEALTH.

C. The CONTRACTOR shall not, in connection with this or
any other CONTRACT with the COMMONWEALTH, directly or
indirectly, offer, confer, ox agree_tg confer any peéuniary
benefit on anyone as conéideration for thé decision, opinion, ‘
recomumendations, vote, cthér exercise of discretion, or
viqlation of a known legal dutﬁ by any officer or employee of
the COMMONWEALTH. |

D: The CONTRACTOR shall not, in connection with this or

any other CONTRACT with the COMMONWEALTH, directly or

indirectly, offer, give or agree or promise to give to anyone -
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any gratuity for the benefit of or at the direction or request
of any_officer or employee éf the COMMONWEALTH.

E. Except with the consent of the COMMONWEALTH, neither
the CONTRACTOR nor anyone in privity with it shall accept ox
agree to accept from; or give or agree to give to, any person,
any gratuity froﬁ any person in cdnnection with the performance
of work under this CONTRACT except as provided therein. '

F. Except with the consent of the COMMONWEALTH, . the

CdNTRACTOR’shall not have a ﬁinancialhinterest in any other
contractor, subcontractor, or suﬁplier providing éervices,
labor, or material on this project.

G. The CONTRACTOR upon being informed that any violation
of these provisions has occurred or may oécur,.shall immediately
notify the COMMONWEALTH in writing.

H.  The CONTRACTOR, by execution of this CONTRACT and by

" the submission of any bills or invoices for payment pursuant

thereto, certifies and represents that it has not violated any

. of these provisions.

1. The CONTRACTOR upon the inguirxy or reguest of the
Inspector General of the COMMbﬁWEALTH or any of that official’s
agents or representatives, shall provide, or, if appropriate,
make avéilable promptly for inspection or copying, any
ihformation of any type or form deemed rélevant by the-Inspector

General to the CONTRACTOR'S integrity or responsibility, as
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those terms are defined by the COMMQNWEALTH’S statutes,
regulations, or managemenﬁ directives. Such information may
include, but shall not be limiteé to, the CONTRACTOR's business
or financial records, documents or files of any type or form’
that refers to or concern the CONTRACT, The CONTRACTOR shéli
retain'such information for a period of th;ee (3} years beyond
the termination of the CONTRACT unléss otherwise provided by
law.

J. For violation of any of the above provigions, the
COMMONWEALTH may terminaté this and any‘other‘CONTRACT with the
CONTRACTOR, claim liguidated damages in an amount equél £to the
value of anything receilved in breach of these provisions, claim
damages for all expenses incurred in obtaining another
coﬁtractor to complete performahce hereunder, and dehar and
suspend the CONTRACTOR from dbing business with.the CONTRACT.
These rights and remedies are‘cumulative,-and the use or nonuse
of any onevshall not preclude the use.of all or any other,
These righﬁs and remedies are in addition to those the‘CONTRACT
may have under law, statute, regulation or‘otherwise.

20. CONTRACTOR RESPONSIBILITY:

For the purpose of this Paragraph 20, the term CONTRACTOR
is defined as any person, including, but not limited to, a
bidder, offeror, leoan recipient, gfantee, oy sub-grantee, who

has furnished or seeks to furnish goods, supplies, services, or
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leased space, or who has perfdrmed or seeks to perform
construction activity under contract,,subcontract; grant, oxr
sub~grant with the COMMONWEALTH, or with é person under
contract, subcontract, grant, or subgrant with the COMMONWEAL?H
or its state-affiliated entities, and state-related |
institutions. The term CONTRACTOR may inﬁlude a permittee,
licensee, or any agency, political subdivision, instrumentality,
public authority, or other entity of the COMMONWEALTH.

A. The CONTRACTOR certifies, in writing, for itself and
all of its subcontractors, that as of_the date of its éxecution
of any COMMONWEALTH.CONTRACT, that neither the CONfRACTOR,-nor
any subcontractors, nor any suppliers are under suspension or
debarment by the COMMONWEALTH or any governmental entity,
instrumentaliﬁy, or authority and, 1if the CONTRACTOR cannot so
certify, then it agrees to sﬁbmit{ along with the bid/proposal,
a written explanation‘of-why such certificatidn cannot be made.

B, | The CONTRACTOR must also certify, in writing, that ag
of the date of its execution, of this COMMONWEALTH COﬁTRACT it
has no tax liabilities or other COMMONWEALTH obligations.

C. fhe CONTRACTOR' s obligations pursuant to these
provisioné'are ongoing from and after the Effective Date of the
CONTRACT thr§ugh‘the termination date thereof.  Accordingly, the
CONTRACTOR shall havé_an obligation to inform the contfacﬁing

agency if, at any time during the Term of the CONTRACT, it
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becomgs delinguent in the payment of taxes, or other

- . COMMONWEALTH obligations, or if it or any of its subcontractors

are suspended or debarred by the COMMONWEALTH, the federal
government, or any otﬁer gtate or governmental entity. Such
notification shall be made within fifteen (15) days of the date
of suspension or debarment.

D. The failure of the CONTRACTOR to notify the
contracting agency of its suspension or debarment by the
COMMONWEALTH, any other state, or the federal government shall
constitute aﬁ event of default of the CONTRACT with the
COMMONWEALTH.

E. The CONTRACTOR agrees to reimburse the COMMO&WEALTH
for the reasonable costs of investigation incurred by the Office
of State Iﬁspactor General for investigations of the
CONTRACTOR’ s compliance with the terms of this o;‘any other
agreement between the CONTRACTOR and the COMMONWEALTH, which
regults in the suspension Br debarment of tﬁe CONTRACTOR. Such
costs shall include, but shall not be limited to, salaries of
:lnvestlgators, 1nc1ud1ng overtime, . travel and lodging expenses,
and expert wmtness and documentary Eees The CONTRACTOR shall
not be.responsible forlinvestigatiﬁe costs for_investigations

that do not result in the CONTRACTOR’s suspension or debarment.
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F, The CONTRACTOR may obtain a current list of suspended

and debarred COMMONWEALTH CONTRACTORS by either searching the

internet at http://www.dgs.state.pa.us or contacting the:
Department of General Services
Office of Chief Counsel
603 North Office Building
Harrisburg, PA 17125

Telephone No.: (717) 783-6472
FaX No.: {(717) 787-9138

21.- :z‘_A_x_gg

| The Department shall have no responsibility for the payméht
of aﬁy federal, state or local taxeé which bécbme payable by the
CONTRACTOR or its subcontractérs-as a result of tﬁis CONTRACT.
SGIAand its subcontractors and suppliers shall bé designated
agents: for the LOTTERY in the provision of éll services and
materials, includiﬁg but not limited to, the Network required
under this CONTRACT. The DEPARTMENT agrees to provide the
éONTéACTOR witﬁ appiicaﬁle éénné?lﬁ%ﬁia sales and useltax
exemption certificates.

22. ACCOUNTING RECORDS:

The CONTRACTOR shall maintain, in accordance with generally
éccepted accounting principles, all pertinent books, documents,
finanéiélland accouﬁting records and évidence pertaining to the
CONTRA&T to the extent and in such detail as necessary to
document . all ﬁet costs, direct and indirect for which payment is

claimed under this CONTRACT.
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Subject to execution by the DEPARTMENT, or its designee, of
the CONTRACTOR’s nondisclosure agreement, congistent with the
provigions of Paragraph 18, supra, such financial and accounting

records shall be made available for inspection and COpyiﬁg, upon

- request, to the DEPARTMENT, its designées, the State Inspector

General or any authorized agency of the COMMONWEALTH OF
PENNSYLVANIA at any time during ﬁhe CONTRACT period and any
extengion therecf, and feor three ﬁBi years from expiration date
or final payment under this CONTRACT, whichever is léter‘ih
time,

23, RIGHT TO AUDIT:

subject to execution by the ﬁEPARTMENT, or its designee, of
the CONTRACTOR's nondisclosure agreément, the CONTRACTOR agrees
to permit the audit of its recoxrds bf the DEPARTMENT,_its
degignees, and the State Inspector General. . All billings, -
costs, and financial accounting records, source documentation,
data systems,'programs,-applications, project planning -
summaries, and field summaries, wili be available for-audit, 
examination, insﬁéction, and'copying. The COMMONWEALTﬁ and the
DEPARTMENT‘reserﬁe thé right to'perfcrm at theif sole' |
discretion, additional audi;s,‘including but not limited to,_\
audits of a fipancial/compliance nature, economy/eﬁficiency,

security program results nature, or limited scope audits. .

Additionally, the COMMONWEALTH and the DEPARTMENT also reserve
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the right to inspect and copy any of the CONTRACTOR’s third-
party auditor’s reports and management letters.

24. WAIVER:

The failure of a Earty to insist upon strict adherence to
any Term of this CONTRACT shall not be considered a waiver or
deprive the Party of the right thereafter to insist upon strict
adherence to thét Term or any other Term of the CONTRACT.

25. AMENDMENTS, MODIFICATIONS:

. Thig CONTRACT may not be modified, amended, or extended,
except by an instrument in writing duly signed by both Parties.
any breach or default by a Party shall not be waived or released

other than in writing sigmed by the other Party.

26. FORCE MAJEURE:

A.Party shall be excused from any breach or default with
respect to this CONTRACT to the extent that the Party was
prevented from peffdrmance by reason of anything beyond the
Party’s control not reasonab;y avoildable such as a strike»or
-other labor disturbance, act of any governmental authority ox
agency, fire, flood, wind, storm or any other act bf God, or the
act or omission of any third party not controlled by that Party
{“"Force Majeure”), | ‘

Neither the CONTRACTOR nor the DEPARTMENT shail be liable |
to the opher for any delay in or fai;ure of performancé undef

this CONTRACT due to a Force Majeure. Any such delay in or
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'failure of performance shall not constitute default or give ?ise
to any liability for damages. The existence of such causes of
delay ox. failure shall extend the period for performance to such
extent as reasonably determined by the Secretary to be necessary-
to enable complete performance by the CONTRACTOR if reasonable
diligence is exercised by SGI after the causes of delay or
failure ha&e been remo&ed.

27. DISPUTE:

In the event that any dispute arisges betweén the Parties
with respect to the performance that is.required of the
CONTRACTOR under this CdNTRACT, the DEPARTMENT shall make a
determiﬁation in writing'of its interpretation and shall send
the same to the CONTRACTOR. That interpretation shall feference
this paragraph of the CONTRACT and shall be final, conclusive
and unreviewable in all aspects, uhiess the CONTRACTOR within
thirty (30) déys of the receipt of gaid writing delivers to the
‘Secretary of Revenue or his duly authorized designee a written
appeal. Subject to applicable law, the decision of-the-
Seérétary (or said designee) on any such appeal shall be final
and conclusivé.and the CONTRACTOR shall thereafter with good
faith and diligence render such performance as the DEPARTMENT ox
Secretary has determined is requifed of it, The_CONTRACTOR’s

sole options with respect to any such decision shall be either:

38




A, To accept said decision as a correct and binding
| interpretation of the CONTRACT; or, |

B. To make such a claim as it ﬁay desire to the
COMMONWEALTH's Board of Claims, pursuant to the Act of May 20,
1837, P.L. 728, No. 193, as amended, (72 P.S. § 4651-1 et seq.)

Pending a final judicial resolution of alllly guch claim
provided to said Board, the CONTRACTOR shall proceed diligently
and in good faith with the performance of this CONTRACT as
interpreted by the DEPARTMENT and the DEPARTMEﬁT shall
compensate the CONTRACTOR pﬁrsuant to the Terms of this
. CONTRACT. |
28, DEFAULT;

A, the COMMONWEALTH may, subject to the provisions of
Paragraph 26, FORCE MAJEURE, and in a&dition to its other rights
under this CONTRACT, declare the CONTRACTOR in default by
written notice thereof to the CONTRACTOR,'ahd terminate, as
provided in Paragraph 29, TERMINATION, the whole or any part of
this CONTRACT, including a purchase order, for ény of the
following reasons: .

1. PFailure to begin work within the time specified
in the CONTRACT or CONTRACT purchase order or as otherwise
specified;- |

2. Failuré to perform the work with sufficient

labor, egquipment, or material to ensure thée performance of the
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specified services in accordance with the CONTRACT or CONTRACT

purchase order terms;

3. Failure to perform thé services .in accordance

with the Terﬁs of the CONTRACT;

4. Failure or refusal to remove material, or remove

and replace any work or services rejected ag defective ox

unsatisfactory;
5. . Discontinuance of work without approﬁal;
6. Failure to resume work or services, which have

been discontinued, within a reasonable time after notice to do

80;
7. Insolvenby or bankruptcy;
8. Assignment made fof the benefit of -creditors;
9. ‘Failure or refusal wi£hin ten (10) days after

written notice by the DEPARTMENT, to make paynent or show cause.
why payment shopld not be made, of any amounts due for materials
furnished; lébor supﬁlied or performed, for equipmént rentals,
or for. services rendered; |

10. Failure to protect, to repair, or to make good
any damage or injury to property; or,

11. Breach of any material provisions of this

- CONTRACT.,

B. In the event that the COMMONWEALTH terminates this

CONTRACT in whole or in part as provided in Subparagraph A,r
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above, the COMMCONWEALTH may procure, upon such terms and in such
manner as it determines, services similar or identical to those
so. terminated, and the CONTRACTOR shall be liable to the
COMMONWEALTH for_any reasonéble excess costs for such similaxr or
i&entical services included within tﬁe terminated part of the
CONTRACT,

_C. If the CONTRACT is terminated in_whole or in part as
provided by Subparagiaph A, above, the COMMONWEALTH, in addition
fq any cher rights provided in this Paragraph 28 and to the
extent allowed by law, may'require the CONTRACTOR to transfer
title and deliver immediately to the COMMONWEALTH in the manner
and to the extent directed by the Department of Generalrl
Services, such partially completed work, including, whére
applicable; reports, working papers and other documentation, as
-the CONTRACTOR'has specifibally-produced or.specifically
acquifed.for the performance of such.part ﬁf'the CONTRACT as has.
been terminated. Except as provided below, payment for
completed work accepted by the COMMONWEALTH shall be ét thé
CONTRACT price. Except as provided below, payment for paxtiaily
completed work including, where applicable,_feperts and working
papers, delivered to and accepted by the COMMONWEALTH shall ﬁe
in an amount agreed upon by the CONTRACTOR and the DEPARTMENT.
The COMMONWEALTH may withhold from‘amoﬁhts otherwise due‘the‘

CONTRACTOR for such completed or partially completed works, such
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sum as the DEPARTMENT determines to be necessary to protect the
‘ .

COMMONWEALTH against loss.

D. The rights and remedies of the COMMONWEALTH provided
in this paragraph shall not be exclusive and are in addition to

any other rights and remedies provided by law or under this

- CONTRACT.

E. The COMMONWEALTH's failure»to exercisé any rights or
remedies provided in this paragraph shall not be construed to be
a waiver by the COMMONWEALTH of its rights and remedies in
regard to the event of defaulﬁ or any sﬁcceeding event of
default.

F.  Following exhaustion of thé CONTRACTOR' s
administrative remedies as set forth in Paragraph 29, the
CONTRACTOR’ s exclusive remedy shall be to seek damages in the
Board of Claimsf |
29. 'TERMINATION:

The DEPARTMENT may terminate this CONTRACT:

A If, because of 1egislativé or other governméntal
changes or lack of fundiﬁg,'coﬁtinuation of On~-Line Games shall
be determined by the DEPARTMENT nqt to be in the best interests
of the COMMONWEALTH. Such termination shall be effected by the
DEPARTLIEﬁT sending notice to the CONTRACTOR in writing of its
intention to terminate this CONTRACT at least thirty (30) days

_pricr to. the termination date. Any written notice provided
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herein shall specify the section of this CONTRACT on account of
which termin?tion is being made and the date on which such
termination becomes effective.

B. For default under Paragraph 28, supra, by the
DEPARTMENT sending written notice at least thirty (30) days
prior to the termination date. Any written notice provided
hefein shall specify the section of this CONTRACT on account of
which termination is beiné made and the date bn whiéh such
.terminaﬁion becomes effective. ‘ |

C. By sending to the CONTRACTOR at least thirty (30)
days’ prior written notice that it will terminate the CONTRACT
due to.the CONTRACTOR' 8 nonperformance or inadeguate performance
unless the CONTRACTOR adequately remedies its nonperformance or
inadequate performance during sugh_reasonable period'as éhe
DEPARTMENT shall have specified.

D. For the convenience of the QOMMONWEALTH'by sending
written notice to the'CONfRACTOR at least six (6) months prior -
to the termination déte.

In the event of termination under Subparagraph D, above, -
the CONTRACTOR shall receive réimbursement for the cost of any
materials, éerviceeror other expenses reasonably and actually
incurred at thertime of receipt of notification of cancellation
.and not otherwise usable or recoverable by éhe CONTRACTOR. The

CONTRACTOR, upon receipt of notice of termination, shall take
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all steps necessary to mitigate costs and expenses payable under

this Paragraph 29.
30. USUFRUCT

If, fox any:reason other than breach of this CONTRACT by
the LOTTERY, including a material adverse change in SGI’s.'
financial condition, SGI should lose its ability to service this
CONTRACT, the LOTTERY shall acquire a usufruct in all
contractual items owneé by or licenséd to 8GI in cénjunction
with the CONTRACT and which are necessary to provide such
Aservices. said usufruct shall be limited to the right of the
LOTTERY to possess and make use of such conﬁractual items solely
for the use and benefit of the LOTTERY in operating,

" maintaining, altering, upgrading, and improving the programs and
gystem being used.by the LOTTERY under the CONTRACT. Such
usufruct shall be limited in time to the duration of the
CONTRACT, and in scdpe for programs, systems, and other items
being used by the LOTTERY under -the CONTRACT. |
31. NOTICE: |

i 7 all ﬂotices, requests, demands and other communications
required or pefﬁitted undex this CONTRACT shall be in writing
and shall be deemed to have been duly giveﬁ, made and received
only (i) when personally delivered; ox, {(ii} on the day
specified‘for delivery when deposited with a courier service

such as Federal Express for delivery to the intended addressee;
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‘or, {(iii) the earlier of actual receipt, as established by the
recipient, or three (3) days following the day when deposited in
the United States mail, registered or overnight mail, postage
prepald, return receipt requested, addressed as set forth below.
- A, As to the DEPARTMENT or LOTTERY:

Secretary of Revenue

Department of Revenue

Department 281100

Strawperry Sgquare

Harrisburg, Pennsylvania 17128-1100

Facsimile No.: {(717) 787-3990

and

Executive Direétor

Penngylvania State Lottery

1200 Fulling Mill Road

Middletown, Pennsylvania 17057

Facsimile No.: (717)702-8024

B. As to S5GI:

Scientific Games International, Inc.
"1500 Bluegrass Lakes Parkway °
Alpharetta, Georgia 30004

attn: Jim Kennedy :
Facsimile No.: (678} 297-511

“With copy to: Legal Departmént

Any Party may alter the address to which communications or
copies are to be sent by giving notice of such change of address

to the other Parties in.conformity with the provisions of this .

Paragraph 31.
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32. LIQUIDATED DAMAGES _

The LOTTERY and SGI agree that it will be extremely

impractical and difficult to determine actual damages which the

LOTTERY will sustain in the évent any of-the following
circumstances occur. The goods and services to!be provided
under the CONTRACT are not readily available on the open market;
any breach by SGI of the identified events may delayland disrupt
the LOTTERY'S operations and will lead to damagés. Therefore,
the Parties agree that the liguidated damages as specified in
all the Sectiops below are reasocnable and are not to be
construed as a penalty, |

Certain liﬁuidated damages may be able to be measured inh
terms of peotential lost revenue ox pqtential lost net profit to
the LOTTERY, unless and to the extent that a court of competent
jurisdiction_should determine that a iiquidgted damages
provxslon is unenforceable as a matter of law.

Assessment of ligquidated damages shall be. in addition to,
and not in lieu of, such other remedies as may be available to
the LOTTERY. Except and to the extent expressly provided
herein, the LOTTERY shall be entitled to recover liquidated
-damages under each sectlon applicable to any given 1nc1dent
' 'Where appropriate and practicable, the'amount of liguidated

damages shall be reasonably related to harm actually incur:e& by

the LOTTERY.




A. NOTICE OF THE IMPOSITION OF LIQUIDATED DAMAGES

All assessments of liguidated damages shall be made by
the DEPARTMENT. Upon determination that 1iQuidated damages are
to or may be assessed, the DEPARTMENT shall nbtify SGi of the
potential assessment in writing. The availability cof any period
of cure, other than as seﬁ forth in this CONTRACT, will dépend

on the situation and will be at the sole discretion of the

DEPARTMENT .

B, ,¢ONDITIONS FOR TERMINATION OF LIQUIDATED DAMAGES

The following are the conditions under which the
CONTRACTOR may obtain relief at the discretion of the
DEPARTMENT, from the continued assessment of liguidated damages
which have been imposed. ’

1. Except és waived in writing by the Secretary or
‘his designee, no liguidated démages imposed on SGI shall be
terminated or suspended until SGI issues a written notice of
correctién verifying the correction of the conditions(s) for.
which liquidated damages were'imposed{ and all SGI.correctiéns
have been subjected to System testing or‘other vérification aﬁd
approﬁal at the discretion of the Secfetary. | |

2. 1f appropriate, SGI shall cqnduct Systemg testing
of ahy corfection as the Director deems necessary: Such testing

N .
shall be developed jointly by the LOTTERY and SGI, and approved
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by the LOTTERY, including the test script, test environment and

test result.

3. The documentation necessary for verificatipn and
approval éhall be determined by the Director. The Director
shall be the gole Judge of the accuracy and acceptability of any
documentation provided. |

4. SGI’s notice of correction will not be accepted

until the correction is verified by the LOTTERY.

C. SEVERABILITY OF INDIVIDUAL LIQUIDATED DAMAGES

If any portion of the liquidated damages provisions is
.determined to be unenforceable in one or more applications, that
portion remains in effect in all applications not determined to
be invalid and is severable from the invalid applications. If
any portion of the 1iquida£éd damages provisions is‘determined
to be unenforceable, the other provision or provisions shall
remain in full force and effect..

‘D.  WAIVERS OF LIQUIDATED DAMAGES

It is expressly agreed that the wéiver of any .
liguidated damages due the LOTTERY shall constitute a waiﬁer
only as to such 1iqui&;ted damages an& not a'waivef of any
future ligquidated damaggs. Failure to demand payment of
liquidated damages within any period of time shall nbt

constitute ‘a waiver of such claim by the DEPARTMENT,
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E. PAYMENT OF LIQUIDATED DAMAGES

A1l assessed liguidated damages will be deducted from
any moneys owed SGI by the LOTTERY and in the event the amount

due SGT is not sufficient to satisfy.the amount of the

'liquidated damages, SGI shall pay the balance to the LOTTERY

within thirty (30) calendar days of written notification, If£
the amount due is not paid in full, the balance will be deducted

frbm subseguent payments to SGI. At the LOTTERY'S sole optiomn,

the LOTTERY may obtain payment of assessed liquidated damages

through one (1) or more claims upon the Performance Bond.

F. PRO-RATA LIQUIDATED DAMAGES

Any ligquidated damages imposed in accordance with this
paragraph shall be pro-rated for.partial periods. For example,

if ligquidated damages are six hundred dollars ($600} per minute,

and the beriod is eight (8) seconds, the liquidated damages

shall be six hundred dollars, ($§600} times 8/60 = $80.

G. APPLICABILITY OF LIQUIDATED DAMAGES

SGI shall not be required to pay liquidated damages
for delays solely due to matters as enumerated in Paragraph 27,
FORCE MAJEURE, or to the extent the incident was caused solely
by the LOTTERY or Lottery_Retailers, or for delays specifically

approved in writing by the LOTTERY.
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H. FAILURE TO COMMENCE OPERATIONS

In the event that the On-Line Operations do not
commence on the date specified in the schedule set fortﬁ in
APPENDIX D, WORK STATEMENT, of this CONTRACT, and such dela& is
the fault of SGI and the LOTTERY has not consented to an
extension of such commencement date, SGI shall pay to the
LOTTERY as liquidated damages, the full value of any lost sales
resglting from the failure to commence operations, plus the
incremental cost to the DEPARTMENT inrmaking payment'to 5GX
under an extension of the 1998 On-Line Games Systems Services
Contract between CONTRACTOR and the DEPARTMENT. Damages undexr

this subparagraph are not in addition to those imposed under

other sections.

I. FAILURE TO INSTALL APPROVED SECURITY SYSTEM

8GI shall provide, install and maintain security for
the cpmputer, office and services facilities which limit and
control unauthorized persons from -accessing the computer
facility and the compu;erized.System. Said,Secu;ity System
shall be gpproved by the LOTTERY Security Director. Should the
System not be installéd in accordance with the instructions
approved by the LOTTERY Security Director,.the-LOfTERY may in
its discretioﬁ assess as liquidated damages, an amount- of five
thousand dollars ($5,000}) per violation. For purposes of this

Paragraph 32(I), “violation” shall mean the failure to deliver,
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properly install, or maintain any of the requirements for the

approved Security System,

J. SUPPLY SHORTAGE

SGI shall provide and maintain adequate quantities of
supplies in its Pennsylvania warehoﬁse for distribution to
Lottery Retdilers including, but not limited to, where
applicable, On-Line Ticket stock, play slips, paper stock and
other necessary supplies for the operation of the On-Line
Terminals, PATs and ITVMs for all games. In the event that the
Retaileré become unable to sell or validate tickets due to SGI’s
failurg to maintain.adequate supplies at its Pennsylvania
warehouse, the LOTTERY may in its discretion assess as
liguidated damages on a daily basis, six hundred dollars ($600)

per day per On-Line Terminal, PAT, or ITVM disadvantaged by the

faillure.

X, AVAILABILITY OF ARCHIVED MEDIA FOR GAME AUDIT

SGL shall make available to the LOTTERY archived medié
containgng On-Line Game information within ten (10} minutes
after the c¢lose of sales for any'On~Line Game, pricr to the
drawing for that On~Line-Game. In thé event appropriate
archived media is not made available within this time frame, the
LOTTERY may in ite discretion assess as liquidated damages of

one thousand dollars (51,000} per event.
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L. TERMINAL REPAIR REQUEST RESPONSE TIME PROVISIONS

SGI's Hotline staff shall accept and log trouble calls

any time the host system is Up for production operations and the

_On~Line Terminals and PAT may be in use. Trouble calls will be

resolved over the phone or a repalr technician must be
dispatched during normal CONTRACTOR field service ﬁouis
(Eurrently 6:00 a.m.-10:00 p.m.), which service hours may be
amended from time to time by agreement of the Parties. If a

trouble call arises within one (1) hour of the end of

CONTRACTOR's field service hours or the retailer’s business day,’

whichever is earlier, then repair may be deferred.until -
commencement of f£ield service hours the next Sales Day so that
the retailler does not e#perience a total outage greater than the
response tiﬁe.limit when the retailer is both qﬁen for pusiness
and the System is Up. .

$GI must respond to all trouble calls for Online
Terminals, PAT, and all other terminals for the sale of Online
Lottery Tickets, and ITVMs within two {(2) hours in the following
counties: Allegheny, Beaver, Berﬁs, Bucks, Butler, Cambria,
Chester, Crawford, Cumberland, Dauphin,‘Delawaré, Erie,.
Lackawanna, Lancaster, Lawrence, Lebanon, Lehigh,'Luzerne,
Mercer,_Montgomery, Northampton, Philadelphia, Somerset,

Washington, Westmoreland, and York, and total of four (4) hours

52




in all other counties. The tiﬁe for response assumes that a
Retailer is both open and the System is Up.

All repairs shall be completed within thirty (30)
minutes of SGI's arrival at the Lottefy Retaile? location. The:r
determination of whether a terminal failure is due to a
commmications failure of a terminal-related failure is subject
to. verification by the LOTTERY.

In the évent SGI fails to respond tola trouble cal;
within the applicable response time, the LOTTERYVmay assess as
liquidated damages up to two hundred dollars {6200} per hour per
Terminal, PAT, or ITVM subject ﬁo a trouble call exceeding the
applicable response and repair time.

In the event SGI cannot in good féith repair a PAT or
ITVM within the resﬁonse aﬁd répéir'time and must replace the
PAT or ITVM, SGI shall hévé one (1) Sales Day to replace such
PAT or ITVM. In the event SGI fails to replace  such PAT or ITVM
within one (1) Sales Day, the LOTTERY may assess as liéuidated '
damages up to two hundred dollars (5200) pef hour until such PAT
or ITVM is replaced.

The liguidated damages set forth in Ehis subparagraph
will also apply if SGI hasg neglected to supply necessary
consumables to a retailer so that as a result the retailer
cannot operate and the Terminal, PAT or ITVM is, in effect,

Down, This provision is not in addition to the provision of a

53




e

supplies shortage provision above. (The decision as to which
liguidated damages provision applies to the failure to provide
supplies shall be at the sole discretion of the LOTTERY.)

M. FATILURE TO INSTALL ON-LINE TERMINALS

During the period of conversion, SGI shall have all
On-Line Terminals installed  and operational under the Terms of

this CONTRACT at all licensed retailer outlets as specified and

agreed upon by the LOTTERY and §GI. In the event that, due to

the fault of 8GI, all retailer On-Line Teiminals are not
installed and operationél by the start of Sygtem éperations as
specified in this CONTRACT, SGI shall pa& to the LOTTERY may in
its discretion assess as liquidated damages of five hundred
dollars (5500} per day, per On-Line Terminal not installed until
each On-Line Terminal is ingtalled and operational.

After the period of conversion, SGI shall have seven
(7) business days (excluding weekends:and COMMONWEALfH ﬁational
Holidays) aftér completion of the communications Network
connection and retailer training to iﬁstall an On-Line Terminal,
PAT, or ITVM at that location, Should any delay occur, and
should such delay be the fault of 8GI, the LOTTERY may in its

discretion assess as liguidated damages of one thousand dollars

{51,000} per day, per On-Line Terminal, PAT or ITVM not

ingtalled,
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N. FATLURE TO PERFORM REQUIRED PREVENTIVE MAINTENANCE

Should SGI fail to provide the preventive maintenance
{PM) for each type of OnfLine Terminal, PAT or ITVM provided'
pursuant to this CONTRACT, as set Eforth in APPENDIX D, WORK
STATEMENT, or should SGI fail ﬁo keepiappropriate records or to
make them avallable to the COMMONWEALTH upon reguest, the
LOTTERY may in its discretion assess as liguidated damages one
hundred dollars (5100) per day per late On-Line Terminal, PAT,
or ITVM PM. '

0. LATE OR MISSING REPORTS

1. ‘Failure to Provide Progreés Réports:

5GT shall provide all reports reguired bf the RFP
or by the Contract, including sgheduled implementation progress
reports. Implementation and. progress reports shall be provided
on a weekly basis, or as otherwise agreed by the Parties,
beginming with the signing of the CONTRACT-on a day of the week
agreed to.by 3GI and.thﬁ LQTTERY. In the evént that SGI fails
to provide the LOTTERY with such report, SGI shall have forty-
eight (48} hours to provide such missing report to the LOTTERY.
In the event SGI falls to provide guch missing report-within‘the
~forty—eiéht (48) hour period, the LOTTE?Y may in its discretioﬁ
assess as liquidatéd damages an amount f£ive hundred dollaré
{$500) per day until such fepor; is received by the LOTTERY.

2. Faillure to Provide On-Line Terminal Reports:
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In the event that SGI is unable to provide any
one (1) or more Retaller On-Line Terminal., PAT, or ITVM reports
that have been déployed on the System as specified by the
LOTTERY due to the fault of SGI or SéI—supplied equipmegt and
software, B8GI shall have twenty-four (24) hoﬁrs ;n which to
provide such Retailer report. In the event SGI faills to provide
such report to the LOTTERY within the twenty—fourrtzé) periog,
the LOTTERY may in itg discretion assess as liguidated damages
five thousand dollars (§5,000) per day per report, until such
condition is resolved.

3. LOTTERY Weekly Settlement Repoxts:

In the évent that SGI is’unable to provide the
LOTTERY witﬁ LOTTERY Weekly Settlement Reports for all Lottery
Retailers due to the fault of SGI or SGI—suppliedVequipment ox
éoftware,,SGI sﬁail have one (1) hour from receipt of notice
-ffom the LOTTERY in which to provide such report. In the évent
5GI falls to provide such report to the LO@TERY within the |
one (1) hour period, the LOTTERY may in its discretion assess és
liguidated damages an amount five hundred dollars ($500) per
hour until sﬁch condition is resolved. |

7 4, Daily COperational Reports Delivery:

In the eveﬁt that the.daily‘operaﬁional reports

are not available by 7:00 a.m.,.SGI shall have one (1) hour to

provide such report to the LOTPERY. 1In the event SGI fails to
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prqvide the missing dally operation reports to the LOTTERY
within the one (1) hoﬁr period, the LOTIERY may in its
discretion assess as liquidated damages of five thousand dollars
($5,000) per day for any number of ieports wﬁich are late or not
delivered, subject to a one (1) hour grace period £rom the
initial reguest for such feport by the LOTTﬁRY. This provision
shall includé reports available for viewing, printing, or |
downloading by management terminals.
5, Matrix Game(s) Bélancin@ Reports:

It is critical to the public reputaticn of the
LOTTERY that Lottery Retallers be able to pay prizes on winning
Lottery Tickéts, both Instant: Games and On-line Games, promptiy.
The LOTTERY requires timely preparation of reports for On-Tine
Games. that use matrices to determine the prize payment amountg
{(Matrix Game (s} Balancing Reports) to facilitate the
availabi;ity of prize information and prize payments to LOTTERY
p;ayers.‘ The Matrix Game(s) Balancing Reports for each matrix
game drawihg must be provided to the LOTTERY, within thirty {(30)
minutes of'certification by the LOTTERY of the game’s winning
numbers. In the c¢ase of Powerball® or other muiti—state lottery
game drawing, the winning ﬁumbers will be certified by the
game’s governing body. In the event that SGI fails to timely
provide the LOPTERY with any Matrix Game(s) Balapcing Report in

accordance with the provisions of this Subparagraph 32.0.5, the
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failure to provide such report being solely the fault of SGI or
SGI-supplied equipment or software, SGI shall have thirty (30}
minutes to provide such missing report to the LOTTERY. In the
.event SGI fails to provide such missing report within the thirty
(30) minute period, SGI shall pay to the LOTTERY liguidated
damages in the amount of five thousand dollars ($5,000)-per
thirty (30} minu£es or portion thersof until such report is

received by the LOTTERY,

P. FATILURE TO INSTALL ADDITIONAL GAMES OR GAME OPTIONS OR

OTHER SOFTWARE ENEANCEMENTS

In thé event that the CONTRACTOR fails Eo instéll any
additional game(s) or game option(s) ordered hy the'LOTTERY or
ény other softwa;e enhancements (except new or modified report
software) within the échedule mutually agreed to by the Parties,
Suéh delay being the fault of SGI, the LOTTERY may in its
discretion assess as liquidated damages seventy—fiﬁeithousahd
dollars {$75;000) per caiendar day that tﬁe additional game{s)
or game 6ption{s) are ﬁot installed, operating free ﬁrom error,
and available for sale.

SGI @ill comply with ény written software request from
the LOfTERY for‘new System reports or changes to existing Systém
repbrts by the agreed upon delivery date. In the event that SGI
fails to provide the LOTTERY with such ;eports by'the agreead

. upon delivery date, such delay being the fault of SGI, the
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LOTTERY may in its discretion assess as liquidated damages one

thousand dollars ($1,000) per day, per report.
SGI shall permit, within these schedules, reasonable
time for the LOTTERY to conduct appropriate acceptance testing.

Q. SYSTEM FAILURES OR DEGRADED PERFORMANCE

1. It is S5G1's responsibility to maintain the System
and all operating system software and associated data in working
order at all times, fhe System must be fully available to the
LOTTERY and Retailers for the full Sales Day as defined in
Paragraph 1 of this CONTRACT. Should the System experience
cémplete failure for any period of time.totaling-greater than
five (5) minutes during any Sales Day {(a single event or
combined total of time}, or ten (10) minutes per Accounting
':Week, the LOTTERY may in its discretion assess liguidated
damages. Should the System expérience Degraded pPerformance as
defined in Sub;:;éragraph 32.Q.3 of this CONTRACT, t1;1e LOTTERY may
in its discretion asgess }iquidated damagés based on the rates
described below,

The total aggregated liguidated damages assessed during any
| one (1) contract year for System failure or Degraded Performance
is linmited to the amount of the Performance Bond. In adéition,
the total aggregated liquidated damages assessed under this
Paragraph 32.Q during any Accqunting Week shall nct exceed six

hundred thousand dollars ($600,000) -
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Por the purpcoses of calculating licuidated damages for this
section, the LOTTERY will calculate the amount of damages based
upon the éverage dollar amount of the net return to the
COMMONWERLTH (gross revenue received by the LOTTERY from Wagers
less prizes, . commissions and promotions) receiyed by the LOTTERY
based on the Wagers-méde during the time of day and duration the
System experiences complete failure, or during the time of day
and duration of Degraded Performance, for the thirteen (13)

sales weeks immediately prior to the week in which the failure

or Degraded Performance occurred. Should the Sydtem experience

.Degraded Performénce or complete failure when the advertised

5ackpot of a Powerball® game or other multistate game of which
the COMMONWEALTH is a participgnt is léss than two hundred
million dollars'($200,000,ddoj, such thirteen-week calculation
shall exclude ahy sales week during which such adﬁertised
jackpot exceeds the advertised 5ackpot for the saies week in
which the failu;e or Degraded Performance 6ccur£ed, divided by
thirteen (i3). Should the System experience Degraded
Performance or complete failure when the advertised jackpot of aA
Powerball®e game or other multistate game of which the
COMﬁONWEALTH is a participant exceeds two'hundred million

dollars ($200,000,000), liquidated damages shall be calculated

by determining the dollar amount of Wagers placed on.the

previous thirteen (13) times the Powerball® or other multistate
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game jackpot exceeded two hundred million dollars
($200,000,000), on the day of the sales week in which the
failure or Degraded_Performance occurred, divided by thirteen
(13). Either such %mount shall comprise the applicable “Base
Amount., ”

é. System Failures:

If the System cannot process any Transactions {(a
complete‘System failure5 the LOTTERY may in its_disczetion
assess as liquidated damages for each minute of System failure
in excess of five.($) consecutive minutes during any Sales Day
or ten (10) minutes during any Accounting Week an amount equal
toe the Base Amount for those minutes. | |

3. Degraded Performance:

The System shall be considered to be operating . in

“Degraded Performance” if any of the following conditions exist
in excegs of one (1) hour in aggregate on any day:
a. If the average transaction time for a single

On-Line Wager Transaction exceeds four (4) seconds during each

Sales Day, or the average transaction time for multiple On-Line

Wager Transactions exceeds seven (7) seconds during each Sales
Day. The LOTTERY may in its discretion assess as liquidated -

damages for Degraded Performance in this case five thousand

dollaxrs ($5,000) perlday.
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b, If data is not received on at least three (3)
media, as approved by the LOTTERY, prior to the issuance of any
ticket. At least one {1) copy must be off-site. Acceptable
- media shall be a combination of the following: non-volatile
memory, disk, magnetic tape, cartridge, optical disk, or others
approved by the LOTTERY ana agreed to by SGI in an executed
memorandum of understanding. The LOTTERY may in its discretion
assess as liquidated damages for Degraded Performance in this
‘case five thousand dollars {$5,000}) per day.

¢. If all services are available but only to some
On-Liine Termiﬁals, not due to a Communications Network failure.
The LOTTERY may in its discretion assess as liquidated damages
for Degraded Performance in this case the Base Amount tiﬁes the
proportidh of the Network not being served.:

ld. If the System faills' to process some.but not
all Wager and Lottery Ticket validation Transactions, the
' LOTTERY may in its discretion assess as liguidated damages’for
Degraded Performance in this case fifty (50%) percent of the
Base Amount. Examples: The System can sell but not validate
on-Line Tickets; the System can validate Instant Tickets, but
‘not On-line Tickets; the System can sell some.but not ail On-—
Line Games. |

R. NON-REPRESENTED TICKETS
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SGTI shall be liable for all winning On-line Tickets
issued by the System and p&esented for redemption which are not
correctly identified as valid, winning saleable tickets on the
System files. SGI shall be liable for all winning Lottery
Tickets presented for redemption which are identified as valid,
winning saleable tickets on Lottery Ticket data files provided
by third parties. SGI will pay all prize costs for any such
ticket, and shall pay any additional cost incurred by the
LOTTERY under the indemnification provisions of Paragraéh 12 of
this CONTRACT. SGI shall not be liable under.this section for

errors in data. files provided by a third party.

S, FAILURE TO TRANSMIT VALID DATA FILES TO THE LOTTERY

In the event that SGI fails to suppoxt mutually—agreed
wpon traﬂsférs of valid files on a timely basisjto the LOTTERY,
SGi shall have twenty—four {24) hours, from the time of
notification to correct. the problém, If éGI fails to correct
the problem within thertwentwaour {24) hour period, the LOTTERY
may in its discretion)assess as liguidated damages five thousand

dollars ($5,000) per day that file transfer to the LOTTERY is

not functioning.

T, FAILURE TO COMPLY WITH IMPLEMENTATLION PLAN
SGI shall comply with the implementation schedule and
conditions for performance set forth in APPENDIX D, WORK

STATEMENT, of this CONTRACT. All major milestones listed by SGI
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in APPENDIX D, WORK STA&EMENT, must be meﬁ to ensure timely
completiqn of implementation, adequate accountability and
adeguate internmal controls. It is recognized that unexpected
circumstances could vary the impiementation gchedules, proévided
this delay does not change the Start-Up Daté. Should a dela& bf
the Start-Up Date be required due to a failure to compiy with
the implementation schedule caused by SGI, the LOTTERY may in
its discretion assess as liguidated damages ten thousand dollars

(610, 000) per day for every day of such delay.

U. UNAUTHORIZED SOFTWARE USE

In the event 8GI installs Unauthorized Software.on the
System, the LOTTERY may in its discretion assess as liquidated
damages ten thousand dollavs ($10,000) per violation, or one
thousahd ($1,000) per aay per violation until such Unauthorized.
Software is either auphorized by the LOTTERY or removed from use
and replaced with software authofized by the LOTTERY, whichevér’
is greater, for the use of Unauthorized Software. Fdr purpéses
of this Subsection U,-“Unauthorized Software” shall mean
software that has not been approved for use on the System by the

LOTTERY .

V. INSTANT TICKET ENCRYPTION

In the event that the software, readers, or System
fail to accommodate the LOTTERY'S instant ticket manufacturer’s

encryption algorithm, and such failure to accommodate the
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algorithm is the fault of 8GI, the LOTTERY may In its discretion

assess as liquidated damages one hundred thousand dollars

(£100,000) per day that the game cannot be sold. S8GI shall not

be liable for any damages,. including but not limited to
liguidated damages, arising out of a failure of or defect in

said algorithm or in the bar codes of said instant ticket

"manufacturer.

W. = FAILURE TO REPORT INCIDENTS

5GI shall immediately notify_the Director in a manner
mutually agreed to by the Parties of any situation which has
caused or may cause the general public or Lottery.Ratailers to
become awafe of a System irregularity which may damage the
integrity of the LOTTERY.

Tt will be the responsibility of SGI to report all
incidents set forth in this Subparagraph 32.W and those
substantially'similar thereto related to the operation of the
Systéﬁ-that took place'during the previous twenty-four (24)-
houré prior to the start Qf thé subsegquent Sales Day. All
reports and notifications shall be in written format and may be
sent by courief,‘facsimile or any other method that provides
recorded time and date stamp as mutually agreed to by the
Parties and shall be sent directly to the Director or his

designee. This section is in addition to other provisions of the
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RFP regarding Incident and Anomalies. At a minimum, each of the

following types of events shall require a written report:

a. System Take-over Situatioﬁé;‘
b. Major Communications Network Failures;
) C. Major Equipment-Failuré;
d. Opérator EXrors;
e, Qut-of-Balance Conditions;
£. Emergépcy Software Changes;
g. Security Violations;
h. Other conditiong as defined by Memorandum of

- Understanding between the LOTTERY and SGI at any time during the

term of the Contract; or

In the event that SGI fails to report incidents set
forth herein, the Lottery may in its discretion assess as
liquidated damages five thousand dollars (£5,000) per day.

X. COMMUNICATIONS FATLURES

1. It is the CONTRACTOR's respoﬁsibility to maintain
the communiéatioqs equipment that it has purchased and the
Comﬁunications_metworg in proper workiné,order at all times so
as to ensure thét the System ig fully available to the LOTTERY
and Lottery Retailers. Communications eguipment at the Lottery
Retailexr’s premises shall be considered part of a terminal
repalr or maintenance. Failures in all other Communications

Network components that are the obligation of CONTRACTOR to

66




provide and manage once installed may be subject to liguidated
damages in thg event that such outages exceed the service level
agreement outlined in the Proposal as 99.85%‘avai1ability during
game operations hours per Retailler calculated on a calendaxr
monthly basis.

2. In the event of a failure under Subsection (1),
the LOTTERY may in its discretionlassess as liquidated damages
for the totél time that the Communications Network is
unavailable during each calendar month that exceeds the 99._85%
service level agreement in the Proposal. Such liquidated
damages shall be calculated using the Base Amount as set forth
in Section 32.0Q for each one (1) minute of Network outage, or
fraction théreof, provided that no such Network cutage is caused
by (i} the fault of the ﬁe;ailer,‘the LOTTERY, anﬁ subconﬁractor
of the LOTTERY; or, (ii} the failure or unavailability‘gf
cellulér, jand line or satellites or transponders providing
service to CONTRACTOR; -or, {(iii) Force Majeure events, including
weather fade; oz, (iv)'telecommunications gervice provider or
telec@mmunications service provider component fai}ures.

3. In'éddition to the féregoing, in regards to
chronic ﬁetwork issﬁes at specific Retailexr ‘locations, the

LOTTERY in its discretion may assess liguidated damages

described in Subparagraph 32.X.2, above, for CONTRACTOR failing

to correct chronic, site-specific Network outages within seven
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(7) business days, excluding any Communications Network vendor
lead times or delays, by either repairing the installed
communications methodology or switchiﬁg the Retailer.to a new
communications methodology. For purposes of this Paragraph
32.%.3, “chronic” shall mean a Retailer that fails to meet the
99.85% service level agreement for two (2) comnsecutive calendar
months, provided that any Network outage is not caused by (i) the
fault of the Retailer,.the LOTTERY, any subcontractoer of the
LOTTERY;V{ii) the failure or unavailability of cellular, land
line.or satellites or transponders providing service to SGI;
(iiii,Force Majeure events, ircluding weather fade; or (v)

telecommunications service provider or telecommunications

service provider component fallures.

34, ORDER OF PRECEDENCE:

This‘CONfRACT shall be interpreted in thé followiﬁg'order
of.precedence:
1, CONTRACT Terms;
2. CONTRACTOR's Proposal (as éet fortﬁ in APPENDIX
B); and,
3. DEPARTMENT;S ﬁFP fas set forth in APPENDIX A).
35. APPENDICES:l |
The following documents and schedules are hereby made a

part of this CONTRACT and are included as APPENDICES hereto:

APPENDIX “A” DEPARTMENT's RFP
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APPENDIX “B# CONTRACTOR' s Proposal to the
Pennsylvania Lottery for Lottery Games
Systems and Related Services

APPENDIX “C” Prices and Terms

APPENDIX “D“ _ Work Statement

APPENDIX “E” Nondiscrimination/Sexual'Hérassment
Clause

APPENDIX “p# Resolution by CONTRACTOR

APPENDIX “G” . Commonwealth Confidentiality Provisions

36. RESOLUTION:

The Resolution signed by the President of the CONTRACTOR,
its-Secretary or Assistant Secretary, authorizing the signatory

to execute this CONTRACT is attached hereto as APPENDIX .

37. NONDISCRIMINATION:

The CONTRACTOR agrees to contract with Minority, Women and

'Disadvantaggd Business Enterprises (MWBE's) for certaln services

associated with this CONTRACT. Such contracts and services to

be provided shall be subject to the written approval of the

- DEPARTMENT. The CONTRACTOR agrees to make a good-faith effort

to exceed any goals set between the CONTRACTOR and the
DEPARTMENT regarding MWDBE subcontracts within the overall
budget limitations of this CONTRACT, The CONTRACTOR shall

render a monthly report of such subcontracting activities to the

DEPARTMENT,
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The CONTRACTOR agrees that throughout the term of this

' CONTRACT, it will comply with the “NONDISCRIMINATION/SEXUAL

HARASSMENT CLAUSE,” contained in APPENDIX E, incorporated herein

and made a part hereof.

38. QUARTERLY REPORT - MWBE:

The CONTRACTOR must provide the Department of Genefal

Services, Office of Minority, Women and Disadvantaged Business

Opportunities, with quarterly reports that indicate whether the
CONTRACTOR utilized a Minority Business Enterprise, Women’s"
Business Enterprise, or Disadvantaged Businegs fqi activities
under this CONTRACT during the guarter and list the names of. and
thé amouﬁt paid to the Minority Business Enterprise, WOmén’s
Businéss Enterprise, or Disadvantaged Business utilized. The
first such report shall be due on the 100t déy after the
starting date.ofvthis'CONTRACT,.and subseguent reports shéll be
due each 100%™ day thereafter.

39. EXECUTION:

This CONTRACT ghall be effective only upon full and
complete execution by all of the signatories heretd, including
the Qffice of Agtorney General. ©No Party shall have any right
to rely upon any Terms of this CONTRACT until all required
signatures have been affixed to thié CONTRACT, including all
reguired signatures for form angd legality.

40. OFFSET PROVISIONS FOR COMMONWEALTH CONTRACTS:

70




The CONTRACTOR agrees that the COMMONWEALTH may set off the
amountlof any. state tax ligbility or other debt of the |
CONTRACTOR or its subsidiaries that is owed to the COMMONWEALTH
and not the subject of any properly filed claim, action, protest
or appeal against any payments due the CéNTRACTOR under this or

any other CONTRACT with the COMMONWEALTH.

41. AMERICANS WITH DISABILITIES ACT PROVISIONS:

puring the Term of this CONTRACT, the CONTRACTOR agrees as

follows:

A pursuant to federal regulations promulgated under the

- authority of The Americans With Disabilities Act, 28 C.F.R.

§ 35.101 et seg., the CONTRACTOR understands and agrees that no
individual with a disability shall, on the basis of the
disability, be excluded from participation in this COﬁTRACT oxr
from activities.p?ovided for undexr this CbNTRACT. As a
conditioﬁ_of aCcepﬁing and executing this CONTRACT, the
CONTRACTOR agrees to comply with the apblicable provisions of
the “General Prohibitions Against Discrimination,” 28 C.F.R.

§ 35.130, and all other regulations promulgated under Title IT

 of The Americans With Disabilities Act which are applicable to

the CONTRACTOR and to the benefits, services, programs, and

activities provided by the COMMONWEALTH OF PENNSYLVANIA through

contracts with.outside contractors.
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"B, The CONTRACTORvshall be responsible for and agrees to
indemnify and hold harmless the COMMONWEALTH OF PENNSYLVANIA

from all losses, damages, expenses, claims, demands, suits, and

‘

~actions brought by any party against the COMMONWEALTH OF

PENNSYLVANIA as a result of the CONTRACTOR's failure to comply '
with the provisions of Subparagraph A, above.

42. END OF CONTRACT CONVERSION:

It is contemplated that the LOTTERY will award a new
CONTRACT for Lottery Games System and Related Services

approximately one {1) year prior to the expiration of this

- CONTRACT. The Parties understand and agree that the LOTTERY may

utilize the last one hundred eighty (180) days of this CONTRACT
for conversion‘to the subseqguent Lottery Games Sy@tem an&
Related Services provider. The CONTRACTOR shall dooperate fully
and in good faith in said cpnversion.r Cooperation may include,
but not be limited ﬁo, access to warehouse space, liability,
fileg, inventory files and distribution files, subject to the
confidentiality of the CONTﬁACTOR!s pfoprietary information and
ﬁrocesses and reasonable measures proposed by the CONTRACTOR to
protect such information and processes.

$he LOTTERY shall be,soleiy-responsibie for the
identifiéation of and fime for conversion af On-Line Terminals.
SGI shall cooperate fully and in good faith in this conversion.

Cooperation may include, but not be limited to, sharing of
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S

" liability files and cross-validation of winning tickets. During

the period of System conversion all On-line Games sales shall be
attributed to SGI for purposes of fee computation.

Further, SGI shall remove all materials relating solely to
SGI’s System from each Lottery Retailer location in accordance
with an agreed.upon schedule between the Parties. Materials not
80 removedlby éGI shall be congidered abandoned and shall be
disposed of at the LOTTERY’s discretion.

43. GENERAL PROVISIONS:

This CONTRACT shall be goﬁerned by and copstrued according
to the laws of the COMMONWEALTH OF PENNSYLVANIA. -This CbNTRACT
constitutes the entire CONTRACT between the DEPARTMENT and the
CONTRACTOR with respect to the Lottery Gaemes System and Related
Services. This CONTRACT shall not.be amended or modifiéd except
by an instrument in writing duly signed by all signatories. Any
such modification ér amendment shall be as the Parties may
mutﬁally agree and as shall be permitted by law.

44 . SEVERABILITY:

Tf a court of competent jurisdiction determines any portion
of this CONTRACT to be invalid,- it shall be severed and the

remaining portions of this CONTRACT shall remain in full force

and effect.

[SIGNATURES ON FOLLOWING PAGE. ]
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IN WITNESS WHEREQOF,

the Parties hereto have caused this CONTRACT

to be duly executed as of the day and year first above written.

COMMO, ALTH OF PENNSYLVANIA SCLENTIFIC GAMES

. DEPARTMENT OF /REVENUE

INTERNATIONAL, INC.

-

'yy sécretaryl of Fevenue

¥

TIWOTY Ste gl W Shcker By Steven W. Beason

Vice President,
Chief Technology Officer

ondd /mﬂ/m/fe/mf/

Comptrolle#
Departmé of Revenue

CERTIFICATION OF FUND

;22 08000
Y 2072

ApPD oved as to 1ega11Ly and manner of execution:

lignl”

Offlce of Attorney
General

OfficedNof General Counsel

Appxr: By:

G: \LEG-WP\CONT\P\SGI (2008 CONTRACT) .doc

Certified a T ue nd
- Correct Copy.
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South Dakota
Online Central System, Video Lottery Central System, and Related Services

Contract Terms: (option to extend in any combination not to exceed 15 years)

Initial: 11/03/19 11/02/26 Years 1-7

Extension: 11/03/26 11/02/29 Years 8-10

Extension: 11/03/29 11/02/34 Years 11-15
Cost:

1 Initial One Time Payment of $500,000

2 Online and Instant Tickets:

7.2270% Total Sales includes all hosting services for software, access to all hardware,
training, conversion, all hardware and software maintenance costs.
Total Sales includes net sales for draw games and instant tickets.

6.5043% If extended to years 11-15.

3 Video Lottery:
Contract does not mention

Rhode Island Lottery
Master Contract

Contract Terms:

01/01/03 01/30/23

Cost:
Commission:
1 Online and Instant Tickets
5.00% $0 - $275 million in sales
1.00% Over $275 million - $400 million in sales
5.00% Over $400 million

2 Video Lottery
2.50% $0 - $500 million of NTI
1.00% Over $500 million to $1 billion in NTI
2.50% Over $1 billion in NTI

Income: Lottery received $12,500,000 initial payment.



ADDENDUM TO LOTTERY GAMES AND SERVICES CONTRACT RELATED TO
THE iLOTTERY AND THE PROVISION OF INTERNET INSTANT GAMES BY AND
BETWEEN COMMONWEALTH OF PENNSYLVANIA, DEPARTMENT OF REVENUE
AND SCIENTIFIC GAMES INTERNATIONAL, INC.

THIS ADDENDUM to the Lottery Games and Scrvices Contract Related to the ilottery
and the Provision of [nternet Instant Games (“the Agreement™) is entered into by and between
the Commonweslth of Pennsylvania, Departinent of Revenue (“Deparlment™ and/or
“Commonwealth™) and Scientific Games Intemational, Inc., with a principal place of business at
1500 Blucgrass Parkway, Alpharetta, Georgia, 30201,

WHEREAS, SGI and DOR negotiated lhe Agreement pursuant to the authority granted
to the Department pursuant to Act 91 of 1971 (P.1.. 351, No. 71} and Act 42 01 2017 (P.L. 419,

No. 42); and

WHEREAS, pursuant to section 48 of the Agreement, SGI and DOR were required to
negotiate the terms of an End User License Agrecment which will be applicable to registered
iLottery account holders and which will govern iLottery account holders' use of the Licensed
Software and Services.

NOW THEREFORE, SGI and DOR agree:
I. The recitals set forth above are incorporated by reference as a material part of this

Addendum.

2. SGland DOR represent that the Terms and Conditions and End User License Agreement

3. SGIand DOR understand and agree that pursuant to section 48 of the Agreement, the
EULA may be modified in the future to address changes in the faw, regulations, Lotlery
policy, general errors, and/or capabilities of the Licensed Software and related services.

4, This addendum to the Agrecement may be exccuted in counterparts, cach of which shall

be deemed an original and shall have the full force und effect us an original but all of
which shall constitute one and the same instrument.

{REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]



IN WITNESS WHEREOF, the parties hereto have signed this Addendum on the dates
indicated below.

Commonwealth of Pennsylvania Scientific Games International, Inc,
Acting through its Department of Revenue

y ) s ) Y
By: ( f/f,\ ) _',;-..*.’(,L'/\,:‘."‘? 'Ll_ti\._ B By: el )‘ N .
Name: (_ B el |/ / A / ; Namc-_amﬁb()-l{(’_nmd};/ .
Title: R\)\( i (f/(\.' \/5 ‘:, 'i,\x_w CrLs 'I‘itlc:Pf’E?[(:l.ﬂ.ﬂj'WQhk’:‘g 6(?.6\)'!'[';18 O{‘P(LQ"(N

Datc: {'Ji-' 1) - ) o Date: 5”[0;’{8

Approved as to Form and Legality

/ P 7 i
/ i Date: )~ // ~[¥
Acting C{mf Couﬁbi Dcpaltment of Revenue

| | .
“/—t}’tm'\ﬂz(/m '\j (_/'}LA"\ - Date: ‘-{) / / 6' / / g

Office of Chief Counsel

a;(ﬂ’lff ,;?Z&o‘ﬁl‘ Datc: S/IBI’IB

Office ¢t Attorney General



EXHIBIT A



TERMS AND CONDITIONS AND END LISER LICENSE AGREEMENT

These terms and condition ("Terms and Conditions”} and End User License Agreement {collectively referred to as
the “Terms and Conditions” or “the Agreement”} for PAiLottery.com was last updated on May 8, 2018,

IMPORTANT

THIS WESSITE |5 OPERATING THE GAMING SOFTWARE PLATFORM (THE "SOFTWARE"} OF NYX DIGITAL GAMING
(USA), LLC {"NYX") UNDER A LICENSE FROM SCIENTIFIC GAMES INTERNATIONAL, INC., AN AFFILATE UNDER
COMMON OWNERSHIP WITH NYX, TO THE COMMONWEALTH OF PENNSYLVANIA, DEPARTMENT OF REVENUE,
PENNSYLVANIA LOTTERY {"LOTTERY"). NYX IS HEREINAFTER REFERRED 7O AS "NYX” OR “THE COMPANY.” THE
PENNSYLVANIA LOTTERY iS HEREINAFTER REFERRED TO AS “THE LOTTERY” OR "PAL”. THE PENNSYLVANIA
LOTTERY, ITS CONTRACTORS, INCLUBING NYXN, AND ITS SUBCONTRACTORS, ARE HEREINAFTER COLLECTIVELY
REFERRED TO AS "WE”, "US" OR "OUR”. A CONDITION TO YOUR DOWNLOADING OR OTHERWISE USING THiS
SOFTWARE AND ACCESSING THE WEBSITE AND ITS CONTENT 1S THAT YOU ENTER INTO THE FOLLOWING LEGALLY
BINDING SUB-LICENSE AGREEMENT WITH US, WHICH GOVERNS YOUR USE OF THE SOFTWARE AND THE WEBSITE.

PLEASE READ THIS AGREEMENT CAREFULLY, TO MAKE SURE YOU FULLY UNDERSTAND IT5 CONTENT. IF YOU HAVE
ANY DOUBTS ABOUT YOUR RIGHTS AND OBLIGATIONS RESULTING FROM THE ACCEPTANCE OF THIS AGREEMENT,
PLEASE CONSULT AN ATTORNEY OR OTHER LEGAL ADVISOR IN YOUR JURISDICTION.

BY CHECKING THE "l AM 18 OR OVER AND | ACKNOWLEDGE, AGREE, ACCEPT AND CONSENT TO £EACH PROVISION
1N THESE TERMS & CONDITIONS" BOX DURING THE ACCOUNT REGISTRATION PROCESS, YOU AGREE TO THE USE
OF ELECTRONIC COMMUNICATIONS IN ORDER TO ENTER INTO CONTRACTS, AND YOU WAIVE ANY RIGHTS OR
REQUIREMENTS UNDER APPLICABLE LAWS OR REGULATIONS iN ANY JURISDICTION WHICH REGUIRE AN
ORIGINAL {NON-ELECTRONIC) SIGNATURE, TO THE EXTENT PERMITTED UNDER APPLICABLE LAW. YOU ALSO
CONFIRM THAT YOU HAVE READ THIS AGREEMENT AND AGREE TO BE BOUND BY ITS TERMS AND CONDITIONS.

iF YOU DO NOT AGREE WITH ANY OF THE TERMS AND CONDITIONS OF THIS AGREEMENT, DO NOT CHECK THE "l
AM 18 OR OVER AND | ACKNOWLEDGE, AGREE, ACCEPT AND CONSENT TO EACH PROVISION IN THESE TERMS 8.
CONDITIONS” BOX, DISCONTINUE THE ACCOUNT REGISTRATION PROCESS, AND DO NOT CONTINUE TO
DOWNLOAD, iNSTALL, OR OTHERWISE USE THE SOFTWARE OR THE WEBSITE.

BEFORE YOU BEGIN

+  You must be 18 years of age to register for a VIP Pfayers Club account through PAilottery.com,

*  You must be located within the geographic boundaries of the Commonwealith of Pennsylvania to wager
or purchase a play through PAlLottery.com.

»  You are prohibited from purchasing a play or claiming winnings, prizes, and bonuses through
PAitottery.cam if:

o You are an officer or employee of the Lottery;

o You are the spouse, child, brother, sister or parent residing as a member of the same
household as an officer or employee of the Lottery;

o You are an officer or emplayee of a contractor or subcontractor who is directly invalved in the
operation of iLottery ar the provision of iLottery related services; OR

o You are the spouse, child, brother, sister or parent residing in the same household as an officer
or employee of a contractor or subgontractor who Is directly Involved in the gpperation of
iLottery and the provision of iLottery related services.

*  Your use of PAiLottery.com, and the Software and Services related thereto are governed by these
Terms and Conditions, which includes the applicable privacy policy, the game rules, and additional
terms as set forth by Us.

+ By voluntarily registering for an account through PAlLottery.com, you are acknowledging, consenting,
agreeing to and accepting the terms and conditions, the applicable privacy policy, the game rules and
the additional terms as set forth by Us.

1L INTRODUCTION

1.1 NYX, with offices at 400 South Rampart Parkway, Suite 220, Las Vegas, Nevada, is the uperatar, on behalf
of the Commonwealth of Pennsylvania, Pennsylvania Lottery, of the website domain PAilottery.com (the
"\Website"), The Company is authorized by the Commaonwealth of Pennsylvania for the purposes of operating and



offering real-money internet-based and/or mobile apptication-based iLottery gaming services {hereinafter referred
to as the "Services”) on behalf of the Lottery.

1.2. wWhen You [hereinafter referred Lo as the “End User” or "User” or “You” or "Your”) use the Website, the
Software, or the Services, these Terms and Conditions {hereinafter referred to as the “Terms and Conditions” or
*Agreement”} shall apply to such use,

1.3. in addition to this Agreement, the Pennsylvania Lottery's PAiLottery.com Privacy Policy, which can be found
at o o {the "privacy Policy”’} applies to Your use of the Website, the
Software, and the Services, and You should review it prior to any use of the Wabsite, the Software, or the Services,
The Privacy Policy deseribes how Your personal information will be dealt with aod protected. By accepting the terms
and conditions set forth in this Agreement, You are also acknowledging and accepting the Privacy Policy.

1.4, Your use of the Services is strictly subject to all applicable laws, rules, regulations, or other authority which
shall apply to the type of Services that You are using, including, but not limited to, 4 Pa.C.S. §§ 501 et seq. {"the
ilotrery Law”}, 61 Pa, Code §§ B76.1 et seq. {“iLottery Regulations”), and such other terms as We may issue from
time to time (together, the “Additlonal Terms”) in each case as updated from time to time. The Privacy Policy and
Additional Terms are incorporated by reference into this Agreement and shall constitute an integral part thereof.

1.5. This Agreement shall prevall in the svent of any conflict hetween this Agreement and any of the game rules,
game descriptions or other documents referred to in this Agreement, except for the Privacy Policy. In the event of
any conflict between this Agreement and the Privacy Policy, the Privacy Policy shall contral.

2, ACCEPTANCE OF TERMS AND CONDITIONS

2.1 By registering with Us via the Website, by using the Services via the Website, or by checking the "i AM 18
OR OVER AND )| ACKNOWLEDGE, AGREE, ACCEPT AND CONSENT TO EACH PROVISION IN THESE TERMS &
CONDITIONS” box during the account registration process, You agree to be bound by this Agreement, the Privacy
Policy, and the Additional Terms in their entiraty and without reservation. As such, this Agreement constitutes a
hinding legal agreement between You and Us, Together with the Privacy Policy and the Additional Terms, which are
deemed to be an integral part hereof, this Agreement shall govern Your use of the Website, the Software, and the
Services at all times.

2.2, The Company operates the Website and offers the Software and the Services on bhehalf of the
Commonwealth of Pennsylvania, Pennsylvania Lottery, pursuant to 4 Pa.C.5. §§ 501 et seq., 72 P.5. §§ 3761-301 et
seq. and the Pennsylvania Lottery's iLottery regulations at 61 Pa, Code § 76.1 et seq,

2.3. The Software, which may be made available in either downloadable or non-downloatlable form, allows You
to use the Services currently available via the Website and other User interfaces, inciuding, but not limited 10, robile
devices. We reserve the right, in our sole discretion, to suspend, modify, remove or add to the Software andfor the
Services, subject to any statute, regulatians, or direction from the Secretary of the Department of Revenue with
immediate effect and without notice. We shall not be liable for any loss suffered by You, including, but not limited
to, any indirect, consequential, incidental or special damages, resulting from any changes made to the Software
and/or Services and You shall have no claims against Us in such regard. These Terms and Conditions may aisu be
revised fram time 1o time. You must check these Terms and Canditions periedically. We reserve the right ta change,
modify or amend these Terms at any time in our sole discretion. If these Terms and Conditions are revised, such
revision will have immediate effect and your continued use of the Software Indicates your acceptance of the revised
Terms and Conditions. if you do not agree to any revised Terms and Conditions, you should discontinue your use of
the Website, Software and Services immediately.

2.4, In respect to Your use of the Software and Services, You may only have ane account registered with the
Website for which You will register using Your own legal name. You shall access the Software and use the Services
only via Your own account. You may never access the Software or use the Services by means of another person’s
account or permit any other person to access the Software or use the Services using Your account. If You: {1) attempt
to open more than one account, under Your own name or under any other name; (it} attempt to use the Services by
means of any other person’s account; or (i} permit another person to access the Software or use the Services using
Your account, then We will be entilled to: (a} suspend Your accaunt pending investigation; (b) refund or refuse to
refund any manies contained in Your account in accordance with applicable faw and these terms and conditions;{c)
notify the proper authorities of the suspected activity; (d) close Your account/s, and bar You from future use of the
Services; or any combination of the above.

3, COMPLIANCE WITH LAWS AND LOCATION VERIFICATION



3.1, Use of the Services is restricted lo End Users who are wagering from within the Commonwealth of
Pennsylvania. You represent, warrant and agree to ensure that Your use of the Website, the Software, and the
services will comply at all times with all applicable Jaws, statutes, and regutations and these terms and condltions.

3.2. You acknowledpe, warrant and agree that You will be physically within the Cormmonwealth of Pennsylvania
dusing any time of real-money play, and that You will comply with our requirements in connection with verifying
Your physical location at time of ptay, including by use of Your mabile device’s current location andfor using the Wi-
fi networks when You use Your mobite phone, computer, tablet or ather device. Location coordinates are only
gathered at the lime You access a real-money game using Your mobile phone, computer and/or tablet device, and
have agreed to use the location verification service {the “Location Service™). Upon tompleting the account
registration process, and before real-money play, You may be required to download » "plugin” from our Location
Service provider. You hereby consent to Your location being verified via the abave-described grocess each time You
login to Your account and also periodically while You are Jogged in 1o Your account.

3. The mobife device Location Service is available only on selecled carriers. The Location Service might not be
available if the mobile device is roaming or is turned of[, Location coardinate data is transmitted via Secure Socket
Layer {"SSL”) technology Into password protected servers, Your data will be subject to the Privacy Policy. Please
contact Your carries for rate information and note Message and Data rates for which You will be responsibie may
apply.

3.4. We shall not be responsible for any illegal or unauthorized use of the Website, the Sofiware, and/or the
Services by You. Please consylt an attorney if You have any doubts about the legality of Your use of the Website, the
Software and/or the Services under the laws of any jurisdiction that applies to You. By accepting these terms, You
agree to assist Us, to the extent You are able, with its compliance with applicable laws and regulations.

1.5, Persans tocated outside of the Commonwealth of Pennsylvania, at the time of their activity, may not use
the Services for real-money play.

3.6, You are granted a personal, non-transferable and non-exclusive right to use the Location Service and any
data related thereto. GeoComply, as provider of the Location Service, andfor its licensors, retain all of their
intellectual property rights in and to the Location Service, and nro title Lo any such property is transferred to You. You
agree not Lo expose, reverse assemble, reverse engineer, decompile, reverse decompile, reduce to human readable
form, or otherwise attempt to derive source cade from the Location Service, ar modify, incorporate into or with
other software, or to create derivative works of, the Location Sarvice or any data related theretn, or allow any third
party to do the same. You agree o comply with all export and re-export restrictions and regulations of the
Department of Commerce or other US agency or authorily, and not to transfer, or authorize the transfer of, the
Location Service to a prohibited country or otherwise in violation of any such restrictions or regulations.

3.7 You acknowledge that no warranty from GeoComply or its licensors is being made to You in connection
with the Location Service and any data related thereto, and that there is an express disclaimer of any implied
warranties of merchantability or fitness for a particular purpose. GeoComply and its licensors shall not be ifable to
You for any indirect, consequential, incidental or special darmages arising out of the use or license of the Location
Service, regardless of the theory of liability {including negligence, tort, and strict fiabifity).

3.8 You apree not to remove, alter or obscure any copyright or other proprietary notices incorporated on or in
the Location Service by GeoComply or any of its licensors.

3.9 You agree not to make the Location Service or any data related thereto available to third-parties, or use the
Location Service on behalf of third-parties {including through file sharing, hosting, application services provider,
service bureay, or any other type of service} and not to transfer or sublicense the Location Service or any data refated
thereto ur allow the Location Service or any data related thereto to become subject to any lien.

3.10.  You agree not to make any copies of the Location Service or any data related thereto, except for a single
copy for back-up/archival purposes, and such copy must contain all of GeoComply's and its licensor's notices
regarding proprietary rights.

311, You agree to comply with the Goople Maps terms and conditions (as located at
mtpe//maps.gooe.comfheip/tenns meps.binil),  the  Goople  tegal  Notices {as  located  at
httpsf fwweeanaps.googlecomfhelp/lepgalnotices maps.umi) and the AUP {as located at
/S google comfenterprisefearthnnps Aegalfus/imaps _AUP.LLnE, as the same may be updated from time
to time,



3.12. We reserve the right 1o use data from GeoComply to aid in any investigation into your online account
activity.

3.13. By registering for an account through the Website, You are specifically acknowledging, consenting to,
agreelng and accepting that you must be focated within the geographical houndaries of the Commonwealth of
Pennsylvania while wagering on the Website. You further acknowledge, consent, agree and accept the monitaring,
recording and collection of data oblained through the Location Service as a result of your use of the Website.

3.14.  Wedonot control or endorse the content, messages, or inffermation found in any user-content portions of
the Website, the Services, the Software or external sites that may be linked to or from the Website, the Services or
the Software, and, therefore, We disclaim any respansibility with regard thereto. We reserve the right to disable any
account that has been involved in any activity that is in viplation of any of the provisions of these Terms and
Conditions or of any individual deemed 1o be acting or using the Website, the Services, the Software in a manner
that is harassirig or otherwise disruptive of the Websile, the Services, or the Software. Company also reserves the
right, but has no obligatian, to monitar disputes between you and other users.

4, PERMITTED PARTICIPATION

4.1, No one under the age of eighteen {18} {individuals eighteen (18) or older are referred to herein as “Legally
of Age") may download the Software or use the Services under any circumstances and any person not Legally of Age
who registers for an account and utilizes the Services will be in breach of the terms of this Agreement and the laws
of the Commonwealth of Pennsylvania. The Jaw prohibits a person not Legally of Age from registering for an account
through the Website. Anyone who facllitates somecne not Legally of Age to use the Services may be prohibited
frorn using the Services. We reserve the ¢ight, in Our sole discretion, to request proof of age at any stage in order to
verify that persons not Legally of Age are not using the Services, We may terminate a persan's account and exclude
a person from using the Software or the Services if proof of age Is not provided or if We suspect that a persen using
the Software or the Services is not Legally of Age. Players not Legally of Age wiil only be entitied to a refund of their
initial deposit. All wagers made by a player in such an account shall be deemed null and void; as a result, any winnings,
bonuses or prommotions issued to 2 persen not Legally of Age will not be paid or refunded.

4.2, You hereby explicitly consent that We may verify Your personal information provided during the
registration process, such as Your name, physical address where You reside, Your date of birth, Your driver’s license
or valid government-issued identity card, Your social securfty number, and Your passport ldentification {for non US
residents) to confirm: (a) that You are Legally of Age; and {b) Your identity. We may use third-party verification
services to verify Your personal information, including but not limited to a credit reference agency or other
identification verification services. In pedforming these checks, the third-party verification services may keep a
record of Your information, and such checks could affect Your credit report. The purpose of this verification is to
confirm Your age, identity, and geagraphic location. We reserve the right to verify that You have not previously self-
excluded through PAiLattery.com. By requesting certain docurnents, We reserve the right to verify Your informalion,
including Your email address and payment methods used, at any time. Requested documents may include, but are
nat limited to, {(a) an identity card such 0s a state-issued photo driver's license or valid passport, {b) proof of address
such as a utility bill or bank statement, and (¢} proof of payment method, and can be sent 1o Us through a
secure/encrypted file transfer feature on the Website, We may request notarized document copies, meaning the
documents must be stamped and altested to by a notary public, In the event our request for doruments is not
completed by You to Ouwr satisfaction, We will terminate the account and withhold any funds that are present
therein. Any initial deposit funds in such account shall be returned within seven (7) business days after cancellation.
We may refuse to refund any bonuses or winning funds provided to or gained by the You. Should the documents
fail our internal security check {for example, if We suspect that the documents have been tampered with, or are in
any way provided to mislead or misrepresent), We shall be under no abligation to accept such dacuments as valid,
and shall be under no obligation to provide feedback on the exact nature of our findings with regard to the
documents. We reserve the right to request additional information from You in Qur sole discretion or as may be
required by law. You will nat be permitted full use of the Website or the Software or Services unless and until your
age, identity, and location have been verified to Qur satisfaction.

4.3. You hereby explicitly consent to Us performing background checks on You for any reason refated to the
Services, including, but not limited to, any investigation into Your identity, any credit checks performed on You, or
any inquiries into Your personal history. The basis for such investigations will be dependent on the specific case, and
could include, but not be Kimited to, verification of Your registration detalls, such as the name, address and age,
verification of financial tronsactions, and verification of gaming activity. We shall be under no obligation to advise



you of such an investigation taking place and We may use social media sites in conducting such an investigation.
Such activities may also include the use of specific third-party companies who perform the investigations as required.

4.4. Under applicable law, You are prohibited from playing the Lattery in the Cornmonwealth of Pennsylvania
and from using the Services or creating an account through the Website if:

4,41, Youare an officer or employee of the Lottery;

4.4.2.  You are the spouse, child, brother, sister or parent residing as 8 member of the same household
as an officer or employee of the Lottery;

4.43, You are an officer or employee of a contractor or subcontracior who is directly involved in the
operation of iLottery or the provision of iLottery related services; OR

4.4.4.  Youare the spouse, child, brother, sister or parent residing in the same household as an officers or
employee of a rontractor or subcontractor who is directly involved in the operation of ilottery and the provision of
iLottery related services.

4.5 You have the abitity to set responsible gaming limits, including daily, weekly or monthly deposit limits,
spend limits, and time-based limits {generally referred to as “limits”), to establish a cool-off period ("Coal-Off
Perlod”} and to seif-exclude from the Services as detailed herein and in the Additional Terms,

4.5,1.  mitial daily, weekly and monthiy limits will be effective Immediately. If durlng the period of any
established limits, You decrease your deposit limit, decrease your time limit, or decrease your spend limit, those
changes will become effective immediately. If dueing the period of any established limits, You want to increase your
deposit limit, increase your play time, or increase your spend iimit, those increases will not become effective until
the then current period has expired.

4.5.3.  Youhave the ability to temporarily suspend your account {referred to as a Cool-Off Period) for any
period between 72 hours and 30 days through the Website. The selected Cool-Off period will become effective
immediately. During any Cool-Off Period, You will be unable to login to your account, make a wager or purchase a
play, make a deposit, or withdraw funds from your account. Additionally, durlng any Cool-Off Period, You will be
prohibited from entering second-chance drawings and other Lottery affers avallable through the Website, The Cool-
Off Period is irrevotable during the Cool-Off period. At the conclusion of any Cool-Off period, Your access to your
accaunt will be autamaticaily restored.

4.5.4.  Youhave the right to request self-exclusion from the Website for periods of elther ane (1) year or
five {5) years. The selected self-exclusion period will become effective immediately. During any perlod of self-
exclusion, You wilt be unable to login to your account, make a wager or purchase a play, make a deposit, or withdraw
funds from your account. Additionally, during any period of self-exclusion, You will be prohibited from entering
second-chance drawings and other events offered through the Website, We will take all reasonable measures to
make sure you do not receive promoticnal offers from the Lottery during any period of self-exciusion. The seff.
exclusion Is irrevocable during the self-exclusion period. At the conclusion of any self-exclusion period, You are
required to contact the Company's customer service department; access to your account is not restored
automatically.

4.5.5.  Should You choose to self-exclude, You will be required to:

4.5.5.1. provide Your personal details, inciuding, but not limited to: Your name, Your Date of
Birth, Your Address, Your phone nuinber, and Your Soeiat Security number;

4.5.5.2. agree to waive and release Us and Our employees from all liability relating to the
processing and enforcement of the self-exclusion;

1.5.5.3. agree that, ameng other things, the request for self-exclusion fs being entered into
voluntarily; and

4.5.5.4. acknowledge that the self-exclusion is anly applicable to PAiLottery.com and will restrict
participation in online Lottery offerings,

4.5.6.  The responsible gaming limits, Cool-Off Pericd and self-exclusion are only available through the
Website and do not apply to other Lottery products and services, including those sold at Lottery retailers.

4.5.7. If We discover that a You have accessed the Website during any Cool-OFf Periad or self-exclusion,
We may refund monies deposited by you during your Cool-Off Period or self-exclusion period. Any winnings or



Bonuses issued while you are In viofation of the Cool-Off provisions or self-exciusion provislons will be considered
null and void.

5. INFORMATION TECHNOLOGY/INTELLECTUAL PROPERTY

S.1. We heraby grant You the non-exclusive, non-transferable, non-sub-licensable right to use the Software in
cannection with the Services in accardance with this Agraement. The Software’s code, structure and organization
are protected by the Company’s intellectual property rights. You must not: (a) copy, redistribute, publish, reverse
engineer, decompile, disassemble, modify, translate or make any atlempt to access the source code to create
derivate works of the source code, or otherwise attempt o derive the internal structure, functioning, or other inner
workings of the Software; (b) seli, #ssign, sublicense, transfer, distribute, lease or grant a security interest in the
Software; lc) make the Software available to any third-party through a computer netwark or otherwise; {d) export
the Software to any country {whether by physical or electronic means); {e} use the Software in 2 manner prohibited
by applicable laws, regulations and/or this Agreement; (f) assert or imply that titte or ownership rights in the Software
belong to You; {g) remove, circumvent, disable, damage, or otherwise interfere in any way with any security-related
feature of the Software; ar {h) attempt to do any of the foregoing {together the “Prohibited Activities”).

5.1.1.  You will be solely liable for any damages, costs or expenses arising out of or in connection with the
commission of any Prohibited Activities. You shall notify the Company andfor the Lottery immediately upon
becoming aware of the commission by any person of any of the Prohibited Activities and shall provide the Us with
reasonable assistance with any investigations it may conduct in light of the information provided by You in this
respect,

5.2. The brand names relating to the Website and Services, and any other trademarks, service marks, trade
names, domain names and logos used by the Company are owned by the Company, its affiliated entities, or its
licensors {including the Lottery} with respect to the Services regardless of the platform thereinafter referred to as
the “Trademarks”} and the Company, its affiliated entities and licensors {as applicable) reserve all rights to such
Trademarks. End User shall not use the Trademarks, or any confusingly similar marks except as expressly permitted
herein,

5.3 In addition to the rights to its Trademarks, the Company or one of its affifiated entities and/or its licensors
and/or its service providers own the rights in all other content inchuding, but not limited to, the Software, games,
irmages, pictures, graphics, photagraphs, animations, videos, music, audio and text avallable via the Software or on
the Website or in connection with the Services {the “Site Cantent”}. The Site Content is protected by copyright
and/or other intellectual property rights. The End User shall ngt madify any of the Site Content and shall not copy,
distribute, transmit, display, perform, reproduce, publish, license, create derivative works from, transfer, or sell any
Site Content or information or work contained in the Software or on the Website or used In connection with the
Services, excep! as expressly permitted herein. The End User shall not in any way alter, erase, or remove any
trademark notices, copyright notices, logos, or other legal o proprielary designations contained on or within the Site
Content.

5.4, You hereby acknowledge that, by using the Services ar the Software, You obtain no rights in the Trademarks
or the Site Content and You may only use the same In complete accordance with this Agreement.

5.5. You agree not to upload, post, email, transmit or otherwise make availabie through the Services or on the
Wehsite any material or information that infringes any copyright, trademark, trade secret, patent, right of privacy,
tight of publicity or other right of any person or entity, or impersonates any other person, or any information that is
harassing, Hbelous, defamatory, disparaglng, obscene, offensive, threatening or hateful,

5.6. We respect the intellectual property rights of others and require each End User of the Services, the
Software, and the Website to do the same. We may, in Qur sole discretion immediately remove or disable any
content or block or terminate the account of any End User that is found to have infringed on Our rights or those of
a third-party, or that has otherwise violated any intellectual property laws or regulations, or any of the terms and
conditions of this Agreement. We may, in appropriate ¢ircumstances, terminate the accounts of repeat infringers at
any time. If You believe any material available on the Website infringes upon a capyright, or otherwise vialates Your
intellectual property rights, then You should notify the Company's Copyright Agent by providing the following
information:

5.6.1, identify the copyrighted work or other intellectual property that You claim has been infringed:

5.6.2.  identify the materfal on the Website that may be an infringement with enough detail so that We
may locate it on the Website;



5.6.3. astatement by You indicating a good faith belief that the disputed use Is not authorlzed by the
copyright owner, its agent, or the law;

5.5.4. a statement by You declaring under penalty of perjury that {a} the above information in Your
notice is accurate, and {b} that You are the owner of the copyright intarest involved or that You are authorized to act
an behalf of thal owner;

5.6.5.  Your address, telephone number, and email addrass; and
5.6.6.  Your physical or electronic signature.

5.7. The Company's designated agent for notices of claims of copyright or other intellectual property
infringement is:

Eric Schmalz

Intellectual Property Counsel

Scientific Games

2718 West Roscoe Street

Chicago, Hilinois 60618.

6. YOUR REPRESENTATIONS AND UNDERTAKINGS

in consideration of the rights granted to You to use the Services and the Software, You represent, acknowledge and
agree that the following representations are true Lo the best of Your knowledge and belief.

6.1 As the End User, You are Legally of Age, as defined in this Agreement, of sound mind and capable of taking
responsiblifty for Your own actions, and, at any time you engage In real-money play on the Website, You will be
physically located within the Commoenwealth of Pennsylvania whenever attempting to engage in real-rnoney play.

6.2, Ml information provided by You Lo Us either during the registration process or at any time thereafter,
inciuding as part of any payment deposits, withdrawals, or any other financial transaction are true, current, correct,
complete and match the full name(s) on the debit card(s) or other payment accounts including, but net limited to,
payment via online wallets ur the automatic clearing house {ACH online check transfers), commonly referred to as
"g-Checks,” to be used to deposit or receive Funds in Your account. You shall ensure that funds deposited into Your
account fram a financial institution sholi not be transferred out of Your account to a different financial institution,
You shall ensure that You have sufficient available funds prior to conducting any wagering activities. We do not
extend credit to any player for any reason for wagering or playing or any related activities on the Website, You will
promptly notify Us of any changes to details previously provided by You to Us. From time to time, You may be
requested to provide Us with certain documents to verify the detalls of the debit card or other deposit or withdrawal
methods used by You to deposit or withdraw maney to or from Your account, and to verify the authenticity of such
documents. Should You fall to provide Us with, or fail to verlfy the authenticity of, any documents requested by Us
refating to Your identification or any deposit or withdrawal method used by You, We reserve the right, in Our sole
discretion, ta cancel a withdrawal request. Depending on the outcome of these verification checks, You may or may
not be permitted to deposit further manies with the debit card or other deposit methods previously used by You.
Should any of the infarmation that You provide to Us be untrue, inaccurate, misleading, or otherwise incomplete,
You will be in breach of this Agreement, and We reserve the right to terminate Your account immediately andfor
prevent You from using the Software or the Services, in addition to any other action that We may choose 1o take.
You shalf not transfer any funds to any other player or account holder,

6.3. As the End User, Your account with Us is solely for Your benefit. You shail not allow anyone {including a
relative) to use Your account, password, or identity to access or use the Services or the Software, and You shall be
{ully responsible for any activities undertaken on Your account by a third-party. You will not reveal Your account
username or password to any person and You shall take all steps to ensure that such details are not revealed to any
person. You shaliinform Us immediately if You suspect that Your account is being used by a third-party, and/or any
third-party has access to Your account userpame or password so that We may investigate such mattar, and Yau will
cooperate with Us, as We may request, in the course of such investigation,

6.4. As the End User, You are responsible {or the security of Your usernarne and password on Your own
computer and any device on which the Software is or may be accessitle including, but nat limited to, an Internet
access location. It is Your responsibility if Your username and password combination is “hacked” due to any virus or



malware present on the computer or mobile device from which You access Your account, You should report any
possible hacking attempts or security breaches from Your computer or mobile device immediately to Us. 1t is Your
responsibility to configura Your computer's and/or mobile device’s auto lock features to protect from unauthorized
use,

8.5, As the End User, You fully understand the methods, rules, and procedures of the Services and Internet
wagering in general. You understand that it is Your responsibility to ensure the details of wagers and games are
correct. You are prohibited from changing your wager after it's purchased. You will not cammit any acts or display
any conduct that damages Our reputation.

6.5, As the End User, You are fully aware that there is a risk of fosing money when gambling by means of the
Services, and that You are fully responsible for any such loss. You agree that Your usc of the Services is at Your sole
option, sole discretion, and risk. In relation to any foss, You shall have no claims whatsoever against the Lottery, the
Cormmonwealth of Pennsylvania, the Company, any company within the same group of companies as the Company,
the Campany's licensors or service providers or their respective directors, afficers, members, employees, service
providers, agents, or any affiliates of any of the foregoing.

6.7, You are solely responsible for all taxes and tax reporting to any relevant governmental, taxation or other
authority on any winnings or prizes paid (o You by the Company or any other related or affiliated entity, subject to
applicable local, state and/or federal tax laws and regulations, although You also acknowledge that We are required
to report certain winning payiments to state and federal governments.

6.7.1.  State and federal withholding taxes will be automatically deducted from prizes meeting statutory
threshaolds, and shall be remitted to the appropriate taxing authorities as required by law.

6.7.2.  Statutority required offsets under 23 Pa.C.S.A, § 4308 (relating to lottery winnings intercept) and
72 P.S. § 215 {retating to lottery winnings intercept} shall be automatically deducted from prizes meeting statutory
threshalds, and shall be paid 1o the relevant agencies as required by law, Certain prizes or portions thereof may be
temporarily inaccessible or unavaltable white We determine whether You are subject to any of the offsets referenced
herein or subsequently imposed by law.

6.8. As the End User, You are solely rasponsible for any and alf telecommunication network and internet access
services fees and costs, and all uther consents and permissions required in connection with Your use of the Software
and the Services. In case of any disconnection or interference with the connection or any alteration to Your system
made by You, We do not guarantee that the Software shalt recall Your exact status prior to the disconnection event,
provided, however, that, consistent with the detall set forth in Section 21.1 of this Agreement, in the event of a
network disconnection, the Software may provide You with the abiiity to view a round of play completed prior to or
during the period of disconnection, or to resume play of a game suspended as a result of such diseonnection if a
determination has not yet been made as to the autcome of the specific round of play in progress at the time of the
disconnection.

6.9, As the End User, You shall act in good laith at all times in terms of Your use of the Services, the Wehsite,
and the Software and your interactions with Us and the cther players using the Services. Inthe event We determine
that You have been using the Services, the Website, or the Software in violation of any applicable law and/or ta cause
direct or indirect harm or injury to Us or Qur respective licensors or service providers, or any End User of the Services,
the Webslte, or the Software, We shall have the right, subject 1o any applicable law, to terminate Your account
and/or use of the Services and any other accounts You may hotd with the Company. You hereby expressly waive any
clalms against Us and Our licensors and service providers in such regard, including, but not limited to, future claims
or any indirect, consequential, incidental or speciat damages, subject to any applicable faws.

6.10.  You hereby grant the Cornpany andfor the Division Your consent to menitor and record Your wagering
communications and peographic locatlon information at all times, and You shall have no claims against the Lottery
or the Company and its Affiliates, licensors, or service providers in such regard.

1 PROHIBITED USE OF THE 5ITES AND SERVICES

7.1 As the End Usar, You declare that the source of funds used by You for gambling on the Website and using
the Services is not illegal and that You will not use the Website, the Services, or the Software in any way as a money
transfer system. You wlll not use the Website, the Services, or the Software for any unlawiul or fraudulent activity
or prohibited transaciion {including money laundering) under federal laws and/or the laws of the Commonwealth of
Pennsylvania. If the Company has a suspiclon thal You may be engaging in or have engaged in fraudulent, unlawful
or improper activity including, without limitation, money laundering activities, or conduct otherwise in violation of



this Agreement, Your access to the Services may be terminated immediately and/or Your account blocked, locked or
terminated. In addition to terminating Your access to the Services or blocking Your account, the Company reserves
the right, inits sole discretion, 10 prevent You from accessing the Website and any of the Company’s other websites
or servers, or accessing any other services offered by the Company, We shali be entitled to inform relevant
authorities, other online service providers and banks, credit card companies, electronic payment providers or other
financial institutions {together “Interested Third-Parties”) of Your identity and of any suspected unlawful, fraudulent
or improper activity. As the End User, You agree to fully cooperate with Us to investigate any such activity.

7.2, The Company and its third-party service providers have developed and employ sophisticated technotogy
intended to seek out and identify persons making fraudilent or unlawful use of the Services or Software, You shall
not break into, access or attempt to break into or access or otherwise circumvent the Company’s security measures.
If We believe, in Qur sole discretion, that You are in breach of this clause, the We may terminate Your access to the
Services immediately and/or have Your account terminated or locked, pending investigation, andfor notily the
proper suthorities of the suspected activily, which may result in the dosure of all Your accounts, and You being
barred fram future use of the Services, We reserve the right, In Our sole discretion, to inform Interested third-parties
of Your breach. In addition to terminating Your access to the Services and/or locking Your account, We reserve the
right, in Qur sole discretion, to prevent You fram accessing the Website and any of the Company's websites or
servers, or accassing any other properties or services offered by the Company.,

7.3. The use of software, external devices, programs or applications to create an unfair advantage for You over
other End Users is strictly prohibited and ray result In a criminal refesral. You shall not use any software program
which is endowed with artificial intelligence {hereinafter refarred to as “Al Software”) in connection with Your use
of the Services. We constantly review the use of the Services in order to detect the use of Al Software, and in the
event that We deem it has been used, We reserve the right, to take any action We deem fit, including, but not limited
to, immediately blocking access ta the Services to the offending End User and terminating such End User’s account
in addition to terminating Your access to the Services and/or blocking Your account, the Company reserve the right,
in its sole diseration, to prevent You from accessing the Website and any of the Company's other websites or servers,
or accessing any other properlies or services offered by the Company.

7.4, You shall not intentionally disconnect from 2 game while playing on the Website, If, in the Qur sole
discration, You are in breach of this clause, We may terminate Your access {0 the Services immediately or have Your
account locked. In addition to terminating Your access to the Services and/or locking Your account, the Cornpany
reserves the right, in its sole discretion, to prevent You from accessing any of the Company's other websites or
servers, or accessing any other properties or services offered by the Company.

7.5 If We have reason to suspect that an account or group of accounts are operating systematically {for
example, employing specific wagering techniques or wagering as a group), We shall have the right to block or
terminate all accounts and in such circumstances.

7.6. If You are found to have fraudulently created an account, created an account while not Legally of Age,
partitipated used the Website and Services during any Cool-Off periad ar self-exclusion perlod, or any other violation
of this Agreement, We reserve the right to deem any purchases made invalid, pay no prize, or even reclaim prizes
paid under these circumstances and the player forfeits all claims to any prizes won while playing with Invalid
information, Additionally, Your account may be terminated or blocked.

7.7, if We suspect or determine that you have engeged in illegal activity while using the Website and the
Services, You understand and agree that we may hold any withdrawal pending completion of an Investigation or
pursuant to applicable law or an order by a court of competent jurisdiction. We reserve the right to deem any
purchases made Invalid, pay no prize, or even reclaim prizes under circumstances in which it was determined You
acted untawfully and You forfeit all claims to any prizes won while engaging in untawful behavior, We are not liable
for any damages or losses resulting from any delay or denial of & withdrawal resuiting from an investigation.

B. YOUR ACCOUNT

8.1. Your account is for Your sole personal use only and shall nol be used for any professional, business, or
commercial purpose,

8.2, Alt transactions where Your username and password have been entered correctly will be reparded as valid
whether or not authorized by You. Therefore, it is imperative that You maintain security of Your username and
password at all times and not divulge your username or password to third-parties.

8.3 Mondes held in Your account shall not earn interest,
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I. RECITALS 266

Jonva S0l
This First Amendment, dated as of Hﬁv%mgzgluﬁ, 2846, to the
Puguehk

Agreement for Instant Lottery Games Services, dated as of dudy—
2éf 2007, (the “AGREEMENT”), is made and entered into by and
between the COMMONWEALTH OF PENNSYLVANIA (hereinafter referred
to as the “COMMONWEALTH”), DEPARTMENT OF REVENUE, for the
PENNSYLVANIA LOTTERY (hereinafter referred to as the
“DEPARTMENT” and “LOTTERY,” respectively), and SCIENTIFIC GAMES
INTERNATIONAL, INC., (hereinafter referred to as “SGI” or
“CONTRACTOR”}, a duly organized and existing Delaware
Corporation, authorized to conduct business within Pennsylvania
by the issuance of a Certificate of Authority by the
pennsylvania Department of State, with offices at 1500 Bluegrass
Lakes Parkway, Alpharetta, Georgia, 30201, and having Federal
Employer Identification Wumber 58-1943521, collectively
~ referred to as the Parties.

WHEREAS, the DEPARTMENT has, among its responsibilities,
the operation and management of the Pennsylvania State Lottexy
in accordance with the provisions of Act No. 91 of 1971, P.L.
351, known as the “State Lottery Law,” as currently amended;
and,

WHEREAS, under the provisions of the State Lottery Law, the
DEPARTMENT has the authority and duty to pay costs incurred in

the operation and administration of the LOTTERY; and,




WHEREAS, the DEPARTMENT further has the authority to expend
monies from the State Lottery Fund to pay the expenses of the
operation of the LOTTERY; and,

WHERBAS, in addition to the Agreement, the DEPARTMENYT and
SGI entered into a Contract for Lottery Games System and Related
Services on December 18, 2008, subsequently amended on June 18,
2010 (as amended, the “Online Contract”); and,

WHEREAS, pursuant to Paragraph 28 of the AGREEMENT, the
Parties have the right to modify, amend or extend the AGREEMENT
and now desire to modify and amend the AGREEMENT by agreeing to

the modifications and amendments set forth herein.

IT. AME&DMENT
NOW, THEREFORE, in consideration of the Foregoing recitals
and of the mutual promises hereinafter set forth and intending
to be legally bound, the Pariies hereto agree as follows:
As of the effective date of this First Amendment, the
AGREEMENT shall be amended as follows:
1. The DEPARTMENT exercises its option to extend the term

of the AGREEMENT for a period of three (3) years. Section 5,

following after the end of the last paragraph thereof!
The Term of this AGREEMENT is Q9reby extended for a period
st 24

of three {3) years, commencing Juiy 17, 2012, and expiring at
7




Augu%f 30 12\’?(

midnight, Jary 1%, 2015, The DEPARTMENT, at its sole option, may
extend and/or renew this RGREEMENT for up to an additional two
(2) years, in increments of one {1} or more years upon terms
mutuaily agreeable to the Parties, provided that, should the
DEPARTMENT exercise all options to extend and/or renew this
AGREEMENT, the total term of the AGREEMENT, including all
renewals, shall not excee& ten (10) years.

2. The DEPARTMENT shall remit payments to CONTRACTOR
according to the terms of Appendix B of the AGREEMENT, as
amended herein.

3. SGI shall provide the following incident to the
provision of its services under the Online Contract, which shall
also be amended to reflect the additional items:

A. Instant Ticket Vending Machine (I7TVM) Refurbishment:

8GI shall refurbish three hundred (300) ITVMs at no
additional cost to the DEPARTMENT. Such services shall
include ITVM pick up from Lottery Retaller locations,
refurbishment and installation of refurbished ITVMs at
Lottery Retailer locations designated by the LOTTERY. The
LOTTERY will identify the ITVMs to be refurbished no later
than February 28; 2011. The Parties shall mutually agree
upon and establish a schedule for pick up, rgfurbishment,
and installation of the designated ITVMs, which

refurbishment shall commence no later than March 1, 2011.




B. PlayCentral® Terminal Displays: SGI shall provide 227

flat panel displays, cables and all other eguipment
required for the -proper performance and functioning
thereof, and shall retrofit such displays into 700
PlayCentral® terminals (“PCT”) at no additional cost to the
DEPARTMENT., Such displays and PCT shall be maintained
pursuant to the terms of the First Amendment to the Online
Contract. Any additional or replacement flat panel
displays, cabling or installation in excess of the 700
included in this First Amendment shall be subject to terms
and conditions, including compensation, negotiated between
the Parties,

C. WAVE™ Terminal Jackpob Signs: SGI shall provide 1000

jackpot display signs, such as Carmanagh sign nunber
3225043 or 3225044 or equivalent, with wireless
connectivity to the SGI WAVE™ terminals at no cost to the
DEPARTMENT

Further, S$GI, at no additional cost to the DEPARTMENT,
shall provide cables and all other items necessary for the
proper functioning of the jackpot display signs, provided
that all services, including but not limited to
installation, software development and maintenance shall be

provided under the Online Contract, 8GI shall order the




Carmanagh devices {or equivalent display) upon execution of
this First Amendment.

D. Dual Receipts: 85GI shall configure the SGI WAVE®™

terminals to print dual receipts for all customer

transactions in which the prize value of a winning ticket

equals a specified dollar amount as determined by the

LOTTERY.

4, Under the terms of the AGREBEMENT, SGI shall provide
the Department with up to $50,000 credit applicable to the
purchase and delivery of consumable materials needed to print
dual receipts for all customer transactions in which the prize
value of a winning ticket equals a specified dollar amount as
determined by the LOTTERY. Such credit shall apply to each 12
month pericd commencing upon the implementation of such dual
receipt printing,

5, Pursuant to the terms of Paragraph 3.Q.8 of the
AGREEMENT, S$GT shall provide the Lottery with a Second Chance
Drawing software program as agreed to by the Parties commencing
with the effective date of this First Amendment and continuing
through the end of the initial term of this AGREEMENT and the
three extension years thereof. In addition, during each
consecutive 12 month period commencing on the effective date of
this First Amendment and continuing through the three extension

years of the AGREEMENT, SGI shall provide up to 100 hours of




additional software development, support and training for the
referenced software program at no additional cost to the
Lottery.

6, Pursuant to the terms of Paragraph 3.Q.8 of the
AGREEMENT, SGI shall provide up to six (6) HASH files for dames
pfoduced by SGI, which HASB files are to be specifically
programmed for second chance Lottery drawings, per each 12 month
period commencing with the effective date of this Pirst
Amendment and continuing through the initial Lerm of this
AGREEMENT and the three extension years of this Pirst Amendment.
SGI will provide additional HASH files for SGI produced games at
the sole option of the Lottery sgbject to Section 7{c) below,

7. Appendix B, Prices and Terms, Section 5, TICKET AND GAME

FEATURES, is hereby amended by adding the following after the
end of the paragraph:

a, Subsection A.2: Commencing with the Bffective Date of
the Firsl Amendment to the AGREEMENT, SGI will provide
the Lottery with One Promotional Game per 12-month
period with a print run of approximately 2,000,000
tickets at no less than fifty (50) tickets per pack,
Such Promotional Game tickets will be approximately
2,5 4n length and 47 in width, and will be printed

with one color pulse at the discretion of the Lottery.




C.

Subsection A.3 is hereby amended by adding the
following after the end of the paragraph:

Commencing with the Effective Date of the First
Amendment to the AGREEMENT, SGI will provide the
Tottery with 20,000 47 x 4” inserts for each instant
game printed by the CONTRACTOR under this AGREEMENT.
CONTRACTOR will not provide any oversized tickets for
any instant games. CONTRACTOR also agrees to provide
10,000 47 x 47 inserts for shori-run gaﬁes (e.g.; non-
Christmas—-themed holiday games). Whether a game is a
ghort-run instant game shall be determined by the
mutual agreement of the Parties. Additional 47 x 4“
inserts in excess of 20,000 per instant game, or
10,000 per short run game, shall be paid for by the
LOPPERY at SGI's cost,

Section 5 is hereby amended by adding the following

after the end of Paragraph 6!

7. SECOND CHANCE DRAWINGS ASSOCIATED COSTS:

A. Second Chance Drawing Programming: Additional
development, support and/or training in excess of
100 hours during the term of the AGREEMENT
including the extension will be invoiced to the
LOTTERY and the LOTTERY shall pay $150.00 per

hour,




B. HASH Files: Should the LOTTERY, at its sole
option, request HASH files for second chance
drawings in excess of six (6) second chance
drawings per 12-month period, SGI will invoice
the LOTTERY and the LOTTERY will pay $1,500.00

per file for each additional HASH file oxdered.”

8, FExcept as modified herein, all terms and conditions of
the AGREEMENT are hereby ratified and affirmed as being in full

forece and effect and enforceable by either Party according to

theixr terms,

[Remainder of page left blank intentionally.]




IN WITNESS WHEREOF, the Parties have caused this First
Amendment to the AGREEMENT to be duly executed as of the day and

year first above written.

COMMONWEAYLTH OF PENNSYLVANIA SCIENTIFIC GAMES
DEPARTMENT OF REVENUE INTERNATLONAL, INC,
GP@aM%AM ”/‘3// /%ﬂ [ -A1C
C. Daniel Hassell ! pate a s Eeanpdgy Date
Secretary of Revenus - aenlor Vice President
Department of Revsnue 33'35 and GIOba' M&!’ketlﬂg
Title

Approved as to legality and mani;;%g;%;%%;%;%%g;%??’
, / -
x)ﬁ% ““‘fhﬁ ; '

Jeffery S, avely 7 7 Office of Attorney General
Acting Chief Counsel
Department of Revenue

Offlde of General Counsel ComPE?§]erd?/ D te
Revenue

Depa

OO (2000
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2000414 00&
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THIRD AMENDMENT TO
CONTRACT FOR LOTTERY GAMES SYSTEM AND RELATED SERVICES

BETWEEN
COMMONWEATLTH OF PENNSYLVANIA
DEPARTMENT OQF REVENUE
PENNSYLVANIA LOTTERY
AND

SCIENTIFIC GAMES INTERNATIONAL, INC.




I. RECITALS

This third amendment (the “Third Amendment”), dated as
of”g&&égd& 2014, to the contract for Lottery Games System and
Related Services, dated as of December 19, 2008, as amended ({the
“CONTRACT”), is made and entered into by and between the
COMMONWEALTH OF PENNSYLVANIA (hereinafter referred to as the
“COMMONWEALTH”) , DEPARTMENT OF REVENUE, for the PENNSYLVANIA
LOTTERY (hereinafter referred to as the “DEPARTMENT” and
“LOTTERY,” respectively), and SCIENTIFIC GAMES INTERNATIONAL,
INC., (hereinafter referred to as “S8GI” or “CONTRACTOR”), a duly
organized and existing Delaware Corporation, authorized to
conduct business within Pennsylvania by the issuance of a
Certificate of Authority by the Pennsylvania Department of
State, with offices at 1500 Bluegrass Lakes Parkway, Blpharetta,
Georgia, 30004, and having Federal Employer Identification
Number 58-1943521, collectively referred to as the “Parties.”

WHEREAS, the DEPARTMENT has, among its responsibilities,
the operation and management of the Pennsylvania State Lottery
in accordance with the provisions of Act No. 91 of 1971, P.L.
351, known as the “State Lottery Law,” as currently amended;
and,

WHEREAS, under the provisions of the State Lottery Law, the

DEPARTMENT has the authority and duty to pay costs incurred in

2




the operation and administration of the LOTTERY, including costs
resulting from any contracts entered into for services relaled
to the operation of its lottery games; and,

WHEREAS, the DEPARTMENT further has the authority to expend
monies from the State Lottery Fund to pay the expenses of the
operation of the LOTTERY; and,

WHEREAS, SGI agrees to work cooperatively with the LOTTERY
by committing substantial amounts of SGI’s own resources to
provide the LOTTERY certain goods, services, lncentives and
investments not otherwise available to the LOTTERY in order to
create opportunities for the LOTTERY to expand its business,
grow its sales revenue and increase the returns to the LOTTERY’s
beneficiaries in the Commonwealth of Pennsylvania; and

WHEREAS, the LOTTERY commits in good faith to using the
best efforts of its organization and staff to fully cooperate
with 5GI in implementing the initiatives set forth in this Third
Amendment; and

WHEREAS, pursuant to Paragraph 25 of the CONTRACT, the
Parties have the right to modify, amend or extend the CONTRACT
and now desire to modify and amend the CONTRACT by agreeing to
the modifications and amendments set forth herein.

IT. AMENDMENT




NOW, THEREFORE, in consideration of the foregoing recitals
and of the mutual promises hereinafter set forth and intending
to be legally bound, the Parties hereto agree as follows:

As of the effective date of this Third Amendment, the
CONTRACT shall be amended as follows:

1. The DEPARTMENT hereby exercises its option to extend
the term of the CONTRACT for a period of four (4) years. Section

3, CONTRACT TERM AND EXTENSIONS:, is hereby amended by adding

the following after the end of the last paragraph thereof:

The Term of this CONTRACT is hereby extended for a period of
Four {(4) years, commencing January 01, 2015, and expiring at
midnight, December 31, 2018. The Commonwealth contemplates
awarding a contract for Lottery games and related services
approximately six (6) months prior to the expiration of the last
available extension. Should the Commonwealth be unable to award
a contract for Lottery games and related services prior to the
expiration of the last available extension of this CONTRACT, the
parties shall use their best efforts to provide for
uninterrupted and continuous services as provided for in this
CONTRACT by SGI to Lottery, with remuneration for services
rendered by SGI to be provided through an appropriate
procurement mechanism as provided for in the Commonwealth

Procurement Code (62 Pa.C.S.A. §§ 101 et seq.) until such award




of a contract for Lottery games and related services has

occurred.

2. SGI shall provide the following pursuant to Section

TV-4.5 of the RFP, which RFP is incorporated into and a part of

the CONTRACT, as amended:

A.

3GI Advisor Services:

SGI shall provide the LOTTERY the following advisory
services during the term of the CONTRACT:

i. Consulting with the LOTTERY and cooperating in good
faith with the LOTTERY’s efforts to continuously identify,
evaluate and implement cost reduction, margin improvement,
information technology improvement and other methodologies
{including industry “best practice” methodologies and
tools) and initiatives to assist the LOTTERY to achieve
operational excellence, become more competitive in the
markets that the LOTTERY serves and increase the value of
the businesses of the LOTTERY;

ii. Proactively and periodically monitoring and analyzing
new processes, technologies, shared service strategies and
emerging trends that may have interest or applicability to
the LOTTERY or that reasonably could be expected to have a
positive impact on the LOTTERY, including in the areas of
increased efficiency, increased quality and reduced costs.

Meeting with the LOTTERY at least once each calendar




guarter during the term in accordance with the procedures
and schedule agreed upon with the LOTTERY to inform the
LOTTERY of new information technology or business processes
SGI is developing, or information technology and business
process trends and directions of which 8GI is otherwise
aware, that could reasonably be expected to have a positive
impact on the LOTTERY's operations and business;

iii. Periodically providing recommended initiatives in the
areas of innovation and value creation for the LOTTERY to
consider;

iv. Recommending activities for the LOTTERY to consider
for implementation to attract new, infrequent, or lapsed
players to the LOTTERY:

V. Participating in a regular meeting of the LOTTERY
management and SGI management held on dates and times as
the Parties may reasonably agree. Unless otherwise agreed,
the meeting shall be held no less than quarterly, either in
person or by telephone conference, The TLOTTERY and S5GIT
shall collaborate on a progress report for the meeting.
Each report shall, at a minimum, include a description of
progress made against each objective affecting the
LOTTERY's business planning, which shall include the
following: the items noted above and any material changes

proposed to the LOTTERY's business planning concerning (a)




the Lottery Games to be offered; {(b) the prize pay-outs of
Lottery Games; (c¢) the sales price of Lottery Tickets; (d)
the type, number or amount of Prizes; (e) recommendations
on the LOTTERY’s media or marketing campaigns and
promotional activities, outlining the scope, objectives,
and key messages to be delivered to the public or targeted

audience.

B. PlayCentral™ HD - self vending terminal:

i. SGI agrees to supply fifty (50) PlayCentral™ HD
instant and draw-game self-vending terminals for field
deployment, appropriate spare parts, five (5) PlayCentral
HD units for use as spares, three (3) PlayCentral HD units
for use during user acceptance testing by the LOTTERY, and
the appropriate field communications devices, as determined
by 8GI, for each of the PlayCentral HD terminals deployed
in the field to communicate with the System all at no
charge over the originally contracted for amount.

ii. In connection with supplying CLhe PlayCentral HD
terminals in the preceding paragraph, SGI agrees to supply
the following related services at no charge over the
originally contracted for amount to the LOTTERY:

installation of such terminals, software development




services necessary for integrating such PlayCentral HD
terminals into the System, guality assurance testing
services, field services and software development support
for draw based games deployed on the PlayCentral HD
terminals, and payment of all related monthly reoccurring
telecommunications network fees.

iii, In the event the LOTTERY desires to purchase
additional PlayCentral HD terminals, the price for such
additional units and related services will be negotiated
between the parties.

PlayCentral™ EX — self vending terminal;

i. $GI agrees to supply fifty (50) PlayCentral™ EX draw-
game only self-vending terminals for field deployment, ten
{10) PlayCentral EX units as spares, three (3) PlayCentral
FX units for use during user acceptance testing by the
LOTTERY, and the appropriate field communications devices,
as determined by SGI, for each of the PlayCentral EX
terminals deployed in the field to communicate with the
System all at no charge over the originally contracted for
amount.

ii. In connection with supplying the PlayCentral EX
terminals in the preceding paragraph, SGI agrees to supply
the following related services at no charge over the

originally contracted for amount : installation of such

8




terminals, software development services necessary for
integrating such PlayCentral EX terminals into the System,
gquality assurance testing services, field services and
software development support for draw based games deploved
on the PlayCentral EX terminals, and payment of all related
monthly reoccurring telecommunications network fees.

iii. In the event the LOTTERY desires to purchase
additional PlayCentral EX terminals, the price for such
additional units and related services will be negotiated

between the parties.

SalesMaker™ Retailer Program:

i. SGI agrees to conduct the “SalesMaker™” retailer
improvement program for fifty (50) LOTTERY retailers
selected by the LOTTERY from the top 10% of retailers by
revenue, and the “SalesMaker Plus™” retailer improvement
progrém for an additional twenty-five (25) LOTTERY
retailers selected by the LOTTERY from the top 10% of
retailers by revenue at no additional charge to the
LOTTERY. The programs shall consist of the goods and
services set forth below in this Section D.

ii. S8GI shall cooperate with and advise the LOTTERY

regarding the identification and selection of eligible




LOTTERY retailer 1ocationé to receive the foregoing
“SalesMaker” makeovers and training.

iii. The “SalesMaker” program shall consist of providing
retailer store enhancements to Instant Ticket counter
displays, creating upgraded play areas, installing play
stations and tables, supplying promotional window and door
decals and conducting retailer training to the fifty (50)
selected retailers, “SalesMaker Plus” locations shall
recelve the “SalesMaker” program elements, and also receive
custom counter wraps, gas tank toppers, and a large screen
monitor for Lottery InMotion™, with related brackets, non-
electrical wiring and monitor service.

iv. 1In the event the LOTTERY desires to select additional
LOTTERY retailers to participate in either the “SalesMaker”
or “SalesMaker Plus” programs, the price for additional
LOTTERY retailer locations will be negotiated between the
parties.

Play At The Pump:

i. Should the LOTTERY agree to implement Ling3’s Play at
the Pump product (“Play at the Pump”), implementation shall
be in accordance with the functional specifications to be
mutually agreed upon by the parties. SGI agrees to provide
LOTTERY with all the necessary functional requirements and

specifications for approval by the parties, and related

10




software development services and quality assurance testing
services to implement Play at the Pump, and to integrate

the LOTTERY's multi-state draw-based games, including but

not limited to Powerball and Mega Millions with Play at the
Pump in accordance with the implementation schedule to be !
agreed upon by the parties. Integration will include
establishing, and maintaining telecommunications network
connectivity between the System and Play at the Pump and
ongoing software support and maintenance of Play at the

Pump to ensure compliance with the functional

specifications.

ii. Subject to the Lottery licensing Ling3 as a Lottery
Retailer, determining a payment method for Ling3 that is
inclusive of retailer commissions and approving the
handling fees or an alternate payment fee structure
proposed by the LOTTERY and accepted by Ling3 for ongoing
support services associated with Play at the Pump.

Retailer/Plaver Mobile Promotional Technology:

i. Should the LOTTERY agree to implement the Beacon in-
store Bluetooth® products (“Beacon”)}, it shall be in
accordance with the functional specifications to be
mutually agreed upon by the parties. 8GI agrees to provide
the LOTTERY, at no additional charge, with the functional

specifications and requirements for approval by the

11



parties, related software development services and guality
assurance testing for implementation of Beacon, and
installation of all software and firmware, and mobile
application development necessary to implement Beacon at
seventy-five (75) retailer locations. Beacon will interact
with mobile applications to support LOTTERY retailer and
TLOTTERY promotions as integrated into the System and On-
line Terminals.

ii. S8GI agrees to provide the LOTTERY with related
operational and software support and maintenance services
of Beacon at no charge over the originally contracted for
amount.

iii. In the ecvent the LOTTERY desires to implement Beacon
at additional LOTTERY retailer locations or to acquire any
additional hardware or other Beacon-related services not
set forth in this Section F, the prices for such goods and
services will be negotiated between the parties.

8G1 Business Intelligence System:

i. SGI agrees to provide the LOTTERY with certain
additional goods and services to augment the scope of the
LOTTERY’s marketing research at no charge over the
originally contracted for amount. Such expanded market
research services shall include the use of System

transactlonal data, equipment level event and session logs
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in combination with key data matrix information on players
and player behaviors. SGI will use the results of such
research to develop reports analyzing player behaviers and
propose strategies to the LOTTERY regarding the promotiom,
adjustment or replacement of LOTTERY products in a manner
designed to increase player engagement, per player spend
and overall playership.

ii, In connection with such marketing services, SGI
further agrees to provide the LOTTERY with a customer
dashboard view allowing the LOTTERY to pull and review the
reports developed by SGI. SGI and the LOTTERY agree to
participate in quarterly roundtable strategy meetings to
analyze and discuss results and cooperatively develop

strategies to increase LOTTERY sales revenue.

In-Lane Draw Based Ticket Sales:

i. Should the LOTTERY agree to implement the Triton in-
lane draw based ticket sales product {(“Triton”}, it shall
be in accordance with the technical specifications to be
mutually agreed upon by the parties in approximately 6,000
lanes at authorized LOTTERY retailers. SGI agrees to
provide to the LOTTERY the following related to the

implementation and support of Triton: developing functional !
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specifications and requirements for approval by the
parties, providing software development services for the
implementation of Triton in accordance with such functional
specifications, the necessary related telecommunications
network equipment (if any), and quality assurance testing
of 8GI software necessary for the implementation of Triton,
including integration of Triton into the System. |

ii. SGI agrees to provide ongoing operational support
services for Triton including providing telecommunication
network connectivity to Triton from the System, supplying
the specified thermal paper required for LOTTERY retaillers
printing tickets through the Triton solution (including
delivery) and ongoing software support and maintenance to
ensure ongoing compliance with the functional
specifications.

iii. Except as set forth above, all other costs and fees
related to Triton, including but not limited to the lease,
purchase or other acquisition of the Triton keypad and
printer and the implementation of such products which shall
be negotiated by the LOTTERY directly with Triton for other
keypad vendors and LOTTERY retailers as applicable, and any
future hardware or other services are the responsibility of

the LOTTERY.

Lottery Closed Loop Gift Cards:
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i. Should the LOTTERY agree to implement the Interactive
Communications, Inc. closed loop gift card product (“InComm
Gift Cards”) it shall be in accordance with the technical
specifications to be mutually agreed upon by the parties.
SGI agrees to provide the LOTTERY the following services
related to the implementation and support of the InComm
Gift Cards: developing functional specifications and
requirements for approval by the parties, providing related
software development for the implementation of the InComm
Gift Cards in accordance with such functional
specifications, and conducting related quality assurance
testing of software and firmware necessary to integrate
validation of the InComm Gift Cards through the Wave® On-—
Line Terminals into the System.

ii. 8GI agrees to provide the LOTTERY ongoing operational
support services for the InComm Gift Cards related to the
telecommunications network connectivity to the System and
ongoing software support and maintenance to ensure
compliance with the functional specifications.

iii. Except as set forth above, the LOTTERY shall be
responsible for all other costs and expense related to the
InComm Gift Cards, including the purchase of the cards,
activation and processing services and any future hardware

or other services.
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Pay Players Through Debit Cards:

i, Should the LOTTERY agree to implement the Interactive
Communications, Inc. load debit card product functionallity
{(“"InComm Debit Cards”) it shall be in accordance with the
technical specifications to be mutually agreed upon by the
parties, 8GI agrees to provide the LOTTERY with the
following services related to the implementation and
support of the implementation of the load debit card
product functionality: developing functional specifications
and requirements for approval by the parties, providing
related software development services in accordance with

such functional specifications, and conducting related

guality assurance testing services to integrate the InComm :
Debit Cards into the System. 1In connection with the InComm

Debit Cards, SGI shall provide functionality allowing the

LOTTERY to track the distribution of the InComm Debit

Cards’ in a manner substantially similar to that of Instant \
Tickets through the System.

ii, S8GI agrees to provide the LOTTERY ongoing operational

support services for the InComm Debit Cards related to the
telecommunications network connectivity to the System,

delivery of blank cards to LOTTERY retailers through SGI's

Tel-Sell and CSP delivery operations and ongoing software
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support and maintenance to ensure compliance with the
functional specifications.

iii. Except as set forth above, the LOTTERY shall be
responsible for all other costs and expenses related to the
InComm Debit Cards, including the purchase of blank cards
and payment of any processing fees and any future hardware
or other services.

Accept Player Payments Through the Wave® Terminal:

i. Should the LOTTERY agree to implement the GCA card
payment processing product, services and devices (“GCA”) it
shall be in accordance with the technical specifications to
be mutually agreed upon by the parties. SGI agrees to
provide the LOTTERY with the following services related to
the implementation and support of the implementation of
GCA: developing functional specifications and requirements
for the approval of the parties, providing related software
development services in accordance with such functional
specifications, and conducting related quality assurance
testing services of software and firmware necessary to
integrate GCA into the System.

ii. SGI agrees to provide the LOTTERY ongoing operational
support services for GCA related to the telecommunications

network connectivity to the System and ongoing software
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support and maintenance to ensure compliance with the

functional specifications.

iii. Except as set forth above, the LOTTERY shall be

responsible for all other costs and expenses related to

GCA, Further, the LOTTERY shall decide on and be

responsible for negotiated payment structures of all

paynent processing fees, related devices (such as card
readers), and field support services for such devices.

3. SGI and the LOTTERY acknowledge and agree that the
foregoing products and services shall be provided at the prices
as contained within the Proposed Pricing Schedule, attached and
incorporated by reference as Exhibit “A.” In the event that, the
Lottery does not receive approval for implementation of any of
the foregoing products or services due to such product’s or
service’s failure to comply with any applicable law or
regulation, the parties agree in good faith to negotiate terms
for the replacement of such product (or products) with
additional SGI support of the other products set forth above, or
with other new SGI products or services that become available
during the term of the CONTRACT as agreed upon by the parties,
taking into account the costs and expenses of SGI incurred in
relation to the unapproved product or products.

4, Except as modified herein, all terms and conditions of

the Agreement are hereby ratified and affirmed as being in full
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force and effect and enforceable by either Party according to

their terms,.

[The remainder of this page left intentionally blank.]
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IN WITNESS WHEREOF, the Parties have executed this Third

Amendment to the Agreement,

and year first above written.

COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF REVENUE

Cad & e

Dael tesser 1 le‘f’

Date

Secretary of Revenue

Lovoe S ok oy

Da e

Comptroller
Department of Revenue

g%ww et

Date
Chlef Counsel
Department of Revenue

Office of General Counsel Date

to be duly executed as of the day

SCIENTIFIC GAMES INTERNATIONAL,
INC,

Jamed C. Kennedy

Pres.dent ¥ CEO

Title

Jo| 3014

Date

Office of Attorney General
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FQURTH AMENDMENT TO TEE
CONTRACT FOR LOTTERY GAMES SYSTEM AND RELATED SERVICES

BETWEEN
COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF REVENUE
PENNSYLVANIA LOTTERY
AND

SCIENTIFIC GAMES INTERNATIONAL, INC.




I. RECITALS

This fourth amendment (the “Fourth BAmendment”), dated
igefggdgzgj ” , 2017, to the Contract for Lottery Games System
and Related Services, dated as of December 19, 2008, as amended
(collectively, the “CONTRACT”), is made and entered into by and
between the COMMONWEALTH OF PENNSYLVANIA (hereinafter referred to
as the “COMMONWEALTH") , DEPARTMENT OF REVENUE, for the
PENNSYLVANIA LOTTERY {(hereinafter referred to as the “DEPARTMENT”
and “LOTTERY,” respectively), and SCIENTIFIC GAMES INTERNATILONAL,
INC., (hereinafter referred to as “S$GI” or “CONTRACTOR”}, a duly
organized and existing Delaware corporation, authorized to conduct
business within Pennsylvania by the issuance of a Certificate of
Authority by the Pennsylvania Department of State, with offices at
1500 Bluegrass Lakes Parkway, Alpharetta, Georgia, 30004, and
having Federal Employer Identification Number *,

collectively referred to as the “Parties.”

WHEREAS, the DEPARTMENT has, among its responsibilities, the
operation and management of the Pennsylvania State Lottery in
accordance with the provisions of Act No. 91 of 1971, P.L. 351,
known as the “State Lottery Law,” as currently amended; and,

WHEREAS, undexr the provisions of the State Lottery Law, the
DEPARTMENT has the authority and duty to pay costs incurred in the

operation and administration of the LOTTERY, including costs



resulting from any contracts entered into for services related to
the operation of its lottery games; and,

WHEREAS, the DEPARTMENT further has the authority to expend
monjes from the State Lottery Fund to pay the expenses of the
operation of the LOTTERY; and,

WHEREAS, SGI agrees to work cooperatively with the LOTTERY to
provide the LOTTERY certain goods, services, incentives and
investments not otherwise available to the LOTTERY in order to
create opportunities for the LOTTERY to expand 1ts business, grow
its sales revenue and increase the returns to the LOTTERY's
pbeneficiaries in the COMMONWEALTH; and

WHEREAS, Lhe DEPARTMENT and the LOTTERY have determined that
it is in the COMMONWEALTH’s best interest to exercise its
discretion under 62 Pa. C.3. §§ 515{a) (10) to forego a competitive
procurement for the replacement of the existing lottery gaming
system and related services provided by SGI under the CONTRACT at
the current time and under the current circumstances and to award
a further extension of the CONTRACT to SGI;

WHERBAS, the current Term of the CONTRACT shall expire
December 31, 2018, and such expiration of the Term would regquire
the LOPTERY to potentially integrate a new system vendor during
the fourth guarter of the calendar year 2018, which LOTTERY has

concluded may have a detrimental impact on Lottery sales;



WHEREAS, this AMENDMENT would allow the LOTTERY to transition
to a new vendor on a schedule that will minimize lottery sales
disruptions;

and

WHEREAS, pursuant to Paragraph 25 of the CONTRACT, the Parties
have the righﬁ to modify, amend or extend the CONTRACT and now
desire to modify and amend the CONTRACT by agreeing to the
modifications and amendments set forth herein.

NOW, THEREFORE, in consideration of the foregoing recitals
and of the mutual promises hereinafter set forth and intending to
be legally bound, the Parties hereto agree as Ffollows.

II, AMENDMENT

As of the effective date of this Fourth Amendment, the
CONTRACT shall be amended as follows:

1. The DEPARTMENT hereby extends the term of the CONTRACT

for a pericd of six (6} months. Section 3, CONTRACT TERM AND

EXTENSIONS, of the CONTRACT is hereby amended by adding the

following after the end of the last paragraph thereof:

The Term of this CONTRACT is hereby extended for a period of six
{6) months, commencing January 01, 2019, and expiring at midnight,
June 30, 2019. The COMMONWEALTH contemplates awarding a contract
for a replacement lottery gaming system and related services prior
to the expiration of the Fourth Amendment. If the COMMONWEALTH

determines it is in its best interest, the LOTTERY may further
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extend the CONTRACT to provide for uninterrupted and continuous
services as provided for in this CONTRACT by SGI to LOTTERY, with
remuneration for services rendered by SGI to be provided through
an appropriate procurement mechanism as provided for in the
Commonwealth Procurement Code (62 Pa.C.S5.A. §§5 101 et seq.).

2. SGI shall provide the following pursuant to Section IV-
4,5 of the RFP, which RFP 1s incorporated into and a part of the
CONTRACT, as amended:

A. Hardware Engineering Changes — Self-vending for “Big Box”

Stores:
i. SGI agrees to provide the hardware design and
engineering services necessary for a full function self-
vending machine that meets the specifications of the
Lottery as well as specific height standards regquired by
potential retailers operating in large-scale buildings
{“Big Box Stores”}) in order for said machines to be
compliant with the requirementé of the Lottery, Big Box
Stores and any additional redquirements necessary for
licensure as a retailer for the Lottery in effect as of
the date of this Fourth Amendment. These activities will
be provided at no additional cost to the COMMONWEALTH.
a. The parties acknowledge and agree that SGI has

a pre-existing obligation under the CONTRACT to

build and deliver to the LOTTERY 120 additional



PlayCentral® full function self-vending machines.
The parties agree that, under this Fourth
Amendment, SGI’s existing obligation will be
fulfilled through the replacement of said 120 Play
Central® full function self-vending machines with
120 units newly designed pursuant to Section A.i
and to be delivered no later than six (6) months
from the date of execution of this AMENDMENT.

b. Any additional quantity o¢of terminals or self-
vending machines requested by the LOTTERY exclusive
of those provided under Section A.i.a. of this
Contract will be at the expense of the LOTTERY
pursuant to the terms of the CONTRACT.

Additional Consideration:

As additional consideration for the extension in Section
I1.1 above, 8GI agrees to make a single lump sum payment
of $3,000,000 to the LOTTERY within thirty (30) days of
the execution of this Fourth BAmendment. The parties
acknowledge and agree that such payment shall (i) be
deemed additional consideration for both this Fourth
Amendment and the extension of the Agreement for Instant
Lottery Games Services, dated as of August 21, 2007, as
amended, and (ii) shall be deemed full consideration of

any potential liability of SGI that is known as of the
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date of this Fourth BAmendment and that is deemed

currently outstanding under either the AGREEMENT or the

CONTRACT . For the avoidance of confusion, the total

additional consideration paid by SGI for the extension

of both the CONTRACT and the AGREEMENT shall be
$3,000,000.

3. Except as modified herein, all terms and conditions of

the Agreement are hereby ratified and affirmed as being in full

force and effect and enforceable by either Party according to their

terms.

[Signatures on following page.]



IN WITNESS WHEREQF, the Parties have executed this TFourth
_Amendment to the CONTRACYT, to be duly executed as of the day and

year first above written.

COMMONWEALTH OF PENNSYLVANIA SCIENTIFIC GAMES INTERNATIONAL,
DEPARTMENT OF REVENUE INC.

C@M )Aé@dﬁé/ RA7~17

R ;mmglif 0sg () Nate James C. Kennedy

Secretary of Revenue

Title

Approved as to legality and manner of execution:

w 117 QJQ‘MWJZ_?L_

THownd Y GO Date Office of Attorney General
Chief Counsel

Department of Revenue

AL S %’éﬁ/ﬁ

of General Counsel Dhte

Certified as to Avallability of Funds:

Jgna/}@%% 7////’7

Comptroller Operations Dbate




IN WITNESS WHEREOF, the Parties have executed this Fourth
Amendment to the CONTRACT, to be duly executed as of the day and

vear first above written.

COMMONWEALTH OF PENNSYLVANIA SCIENTIFIC GAMES INTERNATICNAL,
DEPARTMENT OF REVENUE INC.

M;@mﬂ’/ Y-l D 2wzl

Date pat®ick McHugh”

Secretary of Revenue

SVP, Globkal Lottery Systens

Approved as to legality and manner of execution:

bate Qffice of Attorney General

Chief Counsel
Department of Revenue

Office of General Counsel Date

Certafied as to Availability of Funds:

()QM%W _ %’/W

Comptroller Operations f Date

[Fiscal kindly provide cost & GL Codes]




The objectve of thus form 15 to capture al refevant ducumentation an Agency may have fo assist the Department of General Services ("DGS"),
Buseau of Procurement, in expediting the source jushfication review process This form must be completed elecironically, signed, and
subrmitted with all relevant documentation to DGS. If a question 15 netther mandatory nor applicable, please mdicate "NJ/A" Please use
standard termmology and define asronyms

SECTION A

Lottery Games Syster and Related Services

[4400004702 155M +

|6 months

|None

Seienlific Games International

rests:! | 1600 Bluegrass Lakes Parkway, Alpharetta, GA 30004

# |James Kennedy

168713

PA Lottery, 1200 Fuling Mill Rd, Suite 1, Middlet

SECTION B

‘ﬂ 1. Sole Source: Only known source - Not available from another supplier,

{1 2. Material/Repair/Maintenance: Material or service MUST be compatible with existing equipment. Documentation
must be provided from the manufacturer.

1 3. Used Equipment: Value set by 2 independent 3rd party appraisals,

Ol 4. Professional Expert: Describe in defal in Section C.

L) 5. Exempt (Law): A federal or state statute ot regulation exempts the procurement from the competitive procedure.
Anv applicable information precluding the procurement fiom compstitive procedures must be attached

|E1 6. Fensibility: Clearly not feasible to award the contract on a competitive basis.
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SOURCE JUSTIFICATION F FORM

Coniract 4400004702 provides for Cn-Line Lottery Games
Services and Relaled Services that include the printing of
terminal-based lottery game tickets, the point-of-sale
equipment, self-service vending equipment, and the central
contral system for all games sold by the PA Loltery The
existing contract meels the Department's current needs,
howaver, a sole source Is required to extend the existing
confract An extension of the contract for six months will
allow the Department to continue to sell instant products and
terminal-hased products and return the profit to the Lottery
Fund that funds programs for older Pennsylvanmans This
extension will also allow the Department to complete RFP
6100042856 which will result In 2 new award of a contract for
On-Line Lottery Games Services and Related Services, and
aliow the Department to marry the expiration date of the
current confract with the expiration date of Conlract
4400009728, the contract for Instant Lottery Games
Services All prang, terms, and conditions of the existing
contract will remain the same

N/A

No

N/A

On-Line Lotlery Games Services and Related Services have
been procured through a compelitve procurement process -
seo contract 4400004702 and PO 4300511238 RFP
6100042858, currently underway, will procure the subject
services after the expiration of this extension

N/A

[na

The Lotlery wilt be unable to sell terminal-based and instant
games The Loltery Fund would not recewve the profits
generated fram the sale of terminal-based and instant games
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SOURCE JUS

Current contract 4400004702 exprres on 12/31/2018 This
sole source will extend the existing contract untl a new
contract resulls from RFP 6100042858, which 1s currently
underway

N/A

Yes, see aftached
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SECTION D

IMPORTANT*: The printed names on this form shall constitute the signatures of these

individuals. Agencies must insure that these individuals review the completed form and give their consent
fo apply their printed name on this form. No handwritten signatures shall be required in order for the form to
be considered "signed” by those individuals whose names appear in the signature section of the form.




pennsylvania

DEPARTMENT OF GENERAL SERVICES

1

it}
LIy
——————
Sole Source Determination Summary (Services)

Date: 8/14/12017

Commedity Specialist’'s Name: Thomas Schwartz

Commodity Specialist’s Recommendation: Approved [ IDisapproved
If disapproved, agency contacted
Agency: Revenue
Supplier Number: 168713
Supplier: Scientific Games International
Sole Source ID Number: 30012
Estimated Dollar Amount: $21,000,000
Federal Funds [JYes [XNo
Check box below and complete Agency name if request is over $250,000

The Department of General Services delegates to the Department of Revenue the authority to
act as purchasing agency for the procurement of the service{s) listed below.

Please keep in mnd that this defegation requwes that you carry out this procurement according to
requirements of Section 518 of the Commonwealth Pracurement Code (62 Pa. C § 518) and to the
policies and procedures outlined by DGS in the Procurement Handbook

Services:
Lottery Games System and Related Services

Agency Summary:

Contract 4400004702 provides for On-Line Lottery Games Services and Related Services that include the
printing of terminal-based lottery game tckels, the point-of-sale equipment, self-service vending
equipment, and the central control system for all games sold by the PA Loftery The existing contract
meets the Department’s current needs, however, a sole source IS required to extend the existing contract,
An extension of the contract for six months will aliow the Department to continue to sell instant products
and terminal-based products and return the profit to the Lottery Fund that funds programs for older
Pennsylvanians This extension will also allow the Department to complete RFP 6100042856 which will
result in a new award of a contract for On-Line Lottery Games Services and Related Services, and allow
the Dapartment to marry the expiration date of the current contract with the expiration date of Confract
4400009728, the contract for Instant Lottery Games Services. All pricing, terms, and conditions of the
existing contract will remain the same

Without this extension, the PA Loltery will he unable to sell terminal-based and instant games The Loftery
Fund would not receive the profits generated from the sale of terminal-based and instant games

Pennsylvania Department of General Services, Bureau of Procurement
Forum Place | 555 Walnut Straet, 6% Floar | Harrisburg, PA 17101




pennsylvania

DEPARTMENT OF GENERAL SERVICES

o ——

Sole Source Determination Summary (Services)

Procurement Summary:
Approved The PA Lettery is in the process of a new RFP to replace this contract, but it would not be
feastble to continue the services being offered today without the extension requested.

Pennsylvania Department of General Services, Bureau of Procurement
Forum Place | 555 Walnut Street, 6® Floor | Harrisburg, PA 17101




FIFTH BMENDMENT TO THE
GONTRACT FOR LOTTERY GAMES SYSTEM ANYD RELATED SERVIGES

BEIWEEN
COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF REVENUE
PENNSYLVAHNYA LOPTERY
AND

SCIENTIFIC GAMES INTERNATIONAL, INC.
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L. RECITALE
This fifth  amencdment {the “pifth  Amendment”), .dated

/{{'Pf' 1L [3 | o018, to ths Contwagt for Lottery Games System and

Relatad Gervices, dated as of DPécember 19, 2008, as anendsd
{eollestively, ‘the WCONTRACT”), is made and entersd into by and hetween
the COMMONWEALIH OF PENNSYLVANIA {herslhafter vefeérted to s the
VCOMMONWERLTHY) , DEPARIMENT OF REVENUE, ‘fol the PEWNSYLVANIA LOTTERY
{hereinafter refepred to as +the SDEPARIMENT* and SLOTIERY, "
reapectivelyl, andg SCIENTIFIC GAMES INTERNATIONAL, INC., (hexeinafier
referted to as “MBGLY or “CONTRACTORY), 3 duly orgaitiizéd angd eXisting
Delaware orporation, anthorized to conduct business within Pernaylvania
by the issuance of a Cerkifidate of Authority By the Pennsylvania
Dapartment of 9taté, with Offices at 1504 Bliuegbass Lgkes Parkway,
Alpharetta, Georgia, 30004, and ilaving Federal Employer Identification
Numbexr collectively referred to as the “Parties.”

WHEREAS, the DEPARTMENT has, among its zresponsibilities, the
operation and management of the Pennsylvania Skate Lottery in accordange
with the provisions of Ack No. 91 of 1971, P.L. 351, known as the “State
Lottety Liw,” as gurrently -amended; -and,

WHEREAS, under the provisiona of the State ."Lcatte,ry Law, the
DEPARTMENT has the. authority and duby te pay wests incurred in the
operation and administration of the iOTTE}RYf ingluding vosts regulting
from any contracts entered Into for services relaled fo the eperation
of its lottery yames; and,

WHEREAS, the DEPARTMERT fdrthex ‘h‘asl the autharity to experd monies
from the State Lotbtery Fund to pay the -experises of thé dpératioh of the
LOTTERY; and,
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WHEREAY, 46T agrees to work cogperatively with the LOTTERY to
provide the LOTTERY oertaln geods, sdxrvices, incentives and investments
#Within the scope of the CONTRACT, but nét specifically priced therein,
to the LOTTERY in exdexr to exeate opportunities for the LOTTERY to expand
its business, grow lts sales ravenue and increase the returns to the
LOTTERY’ 8 baneficlarles in the COMMONWEARTH: and

WHEREAS, the DERARTMENT and the LOTTERY determined that it was in
the COMMONWERLTH’S best interest Lo exercise its discretion under 62 Pa.
C.85. §§ 515(a) (10) to extend the CONTBACT for existing lottery gaming
system and related services provided by SGI under the CONTRACT and
formalized the samg bursuant to the Fourth Amendwent to the CONTRACGT;

WHEREAS, the currept Term of the CONTRACT explrés June 30, 2019;

and

WHEREAS, pursuant to Paragraph 25 of the CONTRACT, the Parties have
the right tg modify, adend ot extend the GONTHIACT and now desire ta
modify and amend the CONTRACT by agreeing to the modifications and
amendments set forth hereln,

NCOW, THEREFORE, in tonsideration of the foregoing recltals and of
the mutual promises hereinafter set forth and intending to be legally
bound, the Parties hereto agree &s follows,

II. AMENDMENY

As of the effectivé date of fhis Fifth Amandment, the CONTRACT
shall be amended as follows:

The DEPARTMENT hereby modifiga tie CONTRACT terms for sexvices,

products and payients as deéfined bglow:

»
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, 4. Pursuant o Haction IV-4.5.2.C -of the RER, aihd Secticn IV-
4.8.2 of the PROPOSAL, each of which 1s incorporated into and a part of
the CONTRACT, a4 amehded!

a. 56T dy¥ees to Providé the hardware, dame design,
software, software development, and testing necessary for the
deployment of dertain termipal-hased games ik the COMMONWEALTH,
spécifically keno (“Kenp”] and wvittual sports games [WVE Game(s)”)
to the LOTTERY., The parties agree that Keno and VS Game tickebs
#ill be sold at all LOIMMERY retailebs, abd that the hardwars,
aquipment. and peripheral produsts ligted in  Schédule 1
codlectively, the “Equipment”), attached to and lngorperated into
this Fifth Amendment; will be installed and dwplewented by SGI at
up to 2,000 reétdiler lodations as identdfied by the TLOTIERY,
including 6,000 viden menitors te be distributed amony Lettery
fotailers as determined by the LOTTERY,

i, The Eqhipment shall be sold by 8GI to the LOTTERY.

Risk of loss for the Eguipment shall pass to the LOTTERY upon

installation af the torresponding vetailer, In considerationm

of the LOTTERY’s Qhligation apd commitiént to make thée payment
set forth in Bectien 2.d, title to all +fthe Equipment shall
pass to the LOTTERY on or hefore June 30, 2013, regardless
whethar installed or implemented upon the squipment pukchase
paynent provided, hawevex, that all Equipment subjeéct to this

Agreement shall gctually be delivered to the LDTTERY (or a

LOTTERY retailer #t the di¥eckion of the LOTTERY),

ii. fPhe  pervices  ideéntifiéd in  Schedule 1

{eollectively, the “Services?) wlll be provided on an as-
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' needed bhasls or gccording to a schedule agreed upon by the
Parties {which may be modified by agreement of the parties
from time to time), as applicahle,

iiil, 861 will launch Keno on WMay 1, 2018, subject to
the written approval by the LOTTERY (the “Initial Launch”),
SGI agrees to launch twd (2} V5 Games; consisting of one (1)
football Agame and one {1} car racing game, prior to June 30,
2018, quhject to successfully completing all agreed wupon
testing, obtaining all regquired certifications and receiving
the written approval of the LOITERY in connegtion with the
applicable V8§ Game, The Initial Launch and the launch of
each of the V5 Games shall be performed pursuant tg a mutually
agreed upon implementation schedule.

lv. Keho and VS Games, as specifically approvsd by the
LOTTERY, shall be provided by 8GI br by a $6I subcontractor,
Any -additional Keéno and VS Games requésted by the LOTTERY or
proposed by 3GI will be priced by SGI based on the scope of
development, deployment. solubtion, length of time the
applicable game will be available for sale¢, the scope of
ongoing services; and tHird party game content faas,

Vs The LOTTERY may purchase additional Equipment at
any time durihg the term of the CONTRACT pursiiant t¢ the terms
of the CONTRACT and the priging set forth in Scheduls 2
attached to and inacorporated lnto this Fifth Rmendment.

vi. Pagsuant to Appendix € Section. III “Additional
Features/Services” of the CONTRACT, during the term of the

Agreement 861 shall prowvide the LOTTERY, through its wholly~
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owned subsidiary Lapis Software Assoclates, ILC, with the MIB

and portal gervices set forth in Schedule 3 (the “Lapis

Services?), attached to and inhdorporated into this Fifth
Bméndment, The parties acknowledge that proourement of
substantially similar services are intended to be part of the
LOTTERY' s 4antioipated RFP for a replicemant lottery aming

sydtem vendor described in Saction 3.

2. Payments for Keno and VB Games and Services being provided in this
FLfth Amenhdmént shall be made by the LOTTERY to SGI as sat Fforth
in this Section 2,

a. Ba consideration for Keno and the Services, 5GI's
compensation as set forth in Appendix C “Priee and Terms™ of the
CONTRAGT will irictease from the cirrént rate of 0.8350% of Total
draw, Zfast

Gross Saleg acreoss all products {ingluding scratch,

play, Keno and V8 Games} by 0.1237% of Total Gross Sales, for a
total of 0,9587% of Total Gross Sdles as of May 1, 2018 through
the end of the CONTRACT, including any extensions, unless othersise
agreed by the parties, The partiles augree that Total Grosa Sales
inglydeds gales revenus frém Keno -aiid V3 Games and specifically
exeludes sales revenue from Ilottery products. For the avoldédnce
of confusien, as used in this SBedtion 2(a), “iLottery prodocts”
doea not include any games wheré the ilotkery syatem passes
the transaction to the retail lottery system to process the

wager, such as with Powerball,

b. As consideration for the twg (Z) VS Games desgribed in

Section 1(a)ilddil), the LOTTERY agrees to pay SGI an amount equal

te 2.28% of the Total Gross Salés from oily those two {2) VS Gawes.
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96T will inveice bhe LOTTERY weekly For such compensation. This
compensation is to be passed through to. 36I°s subcentractor for Vs
Games, Ioshired Gaming {USA), Ing, (“Ingpirad”), and is thetefdre
in addition to the percentage inerease desecribed in sectien 2{a)
of this Fifth Amendment .

©. Ay additiopal thikd party game content fees wlll ba
negotiated with the third party by 86T (subject to LOTTERY
approval), pald by S6I and jncluded in SGI*s inveices ta -the LOTTERY
a5 & separdte cogt withpnt mdek g,

d. The LOTPERY shall pay SGI the amount of §21,490,500.00
s consideration for the purchase and title transfier of the
Equipmerit.. Siich payment is fo bg made ab a time as agreed to By
the paxties, hut in dny éveiit, .no later thai June 30, 2019 or, if
the Contract is extended by mutual agreement of the parties, the
partics may tutdally dgree in wrlbing to modify the teins of Pavient
for foxegoing amouit,

e, In congideration of the lapis sServices, the LOTTERY

shall compengate B5GI at the rates get forth in schédule 3.

3. The COMMONWEALN'H contemplated awarding 4 contragf for & Feplagement
lotfery gaming system and xelated serviges pursuant to a compatitive
bidding process prior to thp expiratien of the Fiftl Bmendwent. JIf the
COMMONWEALTH determines it is in ita best interest, the LOTTERY gy
further extend the CONTRACT, with remuneration for services rendered by
S6I to be provided through an apprépriate procurement mechandsw ap
provided for in the Comfonweslth Procursment Code (62 Pa.C.S.A. §§ 101

at seq.), hut enly top the extent necessary to ensure the provision of
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uninterrupted and continucus services as provided for in this CONTRACT
by SGI to LOTTERY.
4. Contract Tefmipation

a, Bither party may terminate the CONTRACT with respect to any
particular product or service supplied ynder this Fifth Amendment f£éx
the reasons set fortH in Paragraph Z9 of the CONTRAGT.

b. Additionally, either party may terminate thea CONTRAGT with
reapect to any particilar product or service supplied under this Fifth
Amendwmeht for any of the following reéasohs:

{1) A change in federal or state law {or the inkerpretatdon
thereof) renders the provision &f such product or Eservige
undawful 1ih the terminating party’s sole discretion, as
supported by a written legal opinien from outside counsel;
{2) Either party is notified by any court, regulatory or other
governmental authority, or individual acting under the aokhoxity
of a government, to the effect that the provision of any such
product or service:
i. is unlawful; ob
ii. will jeopardize (i) any ligense of 8GI (or any of
tts affiliates) or 3GI's [or any such affiliate’s) abliity to
be ligensed or (ii) the abllity of 86T (or any such
affiliates) to -conduck its business in compliance -with

applicable law.

To exercise its right under the provisiong listed specifically in Hection
4(b} of this PFifth Amendment, the terminating party must provide the
other party with at least thirty {30) days written notice prior to the

date of termipation, unless earlier teimination is required by law,

Wir  maamta e 4y preC e w ————rm wnr F e e ¥ g @ sy =

8

[ T TR T TP PR Lt eerr maery




L P, D T T L

reghlation pir order of any dourt or govérnmental agency with wvalid
jurisdicetion. For the avoidance of doubt, termination by either party
with respect to a particular produst or service utider the provisions set
forth abdve will not affect the pravisions hereunder with reaspect to
non~terminated products or services. Xn the event of eaxly termination
of any product or services by either party under the terms of this
Section 4(b), the parties agrea to negotiate a reimbursement and payment
arrangement for the cost of Equipment, Services por other expenses
reasonably incorred and.actually incurred at the time of the receipt of
the noticé af gandellation, whigh atfe not already accounted for under
the CONTRACT. The reimbursement is limited to the produsts and/or
services that are termirated pursuant to this Section 4{b).

5. In connection with the V8 Games des¢iibed in Section 1{a) {iii), the
LOTTERY expressly required that .SGI supply VS Games preduced by Inspired
and requirgs that thd agreemgnt batween Inspired abdd SGI be assignable
t5 the Department at the réquest of the Lottery. Therefore, the LOTTERY
agress that $6I shall not be liahle for any liguidated damages arising
from agny negligent or intentiopal act or omission of XInspired or any
dalidges, 1osa, &xpehsgs or other cost caused By or duye to any act or
cnmission of Inspired.

6, Uxcept as modified herein, all terms and conditians of the CONTRACT
akd hereby ratified and affirmed as being in full forge and effect and

enforceable by either Party according to their terms.

IN WITRESS WHEREQF, the Parties have executed this Fifth Amendment
to the CONTRAGT, to be duly executed as of the day and year firat above
written.

COMMONWEALTH OF PENNSYLVANITA . . SCIENTIFIC GAMES INTERNATIONAL,
9
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DEPARTMENT OF REVENOE %
/ 4] rofi AW 32918

C. Daniel Hassell Date Jame&/C; Kennedl .~ Date

Secretary

Departient of Revenue H EVP ¢ (ge (,49'{"{'@31{ @aap
Title

Approved a8 to legality and manner of exeontion:

Chief Counsel
Department of Revenua

@amﬁl_\jr Cacar  hofis

Office of General Counsel bate

Qe Ut /fz/rg

Off%#b of Attorney General 'pade
Mm{k j\w ‘f/ (S/zm(f
gomptroYler\ Operations Da e

[Flscal kindly provide cost § GL Codes)
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SCHEDULE 1

Hardware, Equipmept and Perdpheral Products oTY
WAVE Toermirnals and Peripharals (Printey, Transaction Display, | 500
and LIM sqxeen) .
324 Commgrcial Class Video Monitors 3,000
43" Commercial: Class Video Monitors 2,500
55Y Commercial €ldss Video Monitors 500
Video Monitor Brackets {standard Wall Meunt) %, 004
Media Box — Keno and VS Gamgs 2,000
Video Monitor Connection Setups for 2,000 locations (Video | Below
¢able corvertera, video Cahling, power strips, splitters,
extandexrg and Misa,)
HDMI to Gatb donverter 6,000
Mini-Display to HDMI 6,000
Power Strips #, 000
Mini Hub/Switch | _ 2,000
HDMI Cables 12,000
Setup ~ Cak B Cabling, Crimp ends, connesptors {(Var Iengths -~|{ 2,000
300£ft avg)
Hetup ~ Mige (shipping, gromwets, cable ties, wire tie offs, | 2,000
yaloro)
Keno and VS Game startup Matexrlals for 2,000 locations Balow
{Playslip/Pencil holders, Napkin holders, Wapkins, Bar Rail
Mat, Attract lapel buttons, Cupn, Coasters, Pencils; FPencil
sharpener, and a Lighted aign)
Custom 18% Lighted signs — PA Logo 2,000
Gustom Napkin/8lip/Pencil Heolders - PA Logo 2,000
Gustom Playslip/Paencll/Brochure Holders -~ PA Logo 20,000
Pencil Sharpener 2,100
Custom 24” Bar Raill Mat - PA Lbgo 5,000
Custom Napkins — PA, Keno and VS8 Logo 200,000
Custom Cups ~ PA, Keno ang VS Logo 50,000
Custom Coastexs — PR, Keno Logo and how to info 50,000
Custom Coasterg — PA, VB Football Logd and how to iufo 50000
Custaom Coasters — PA, VS Car Raelng Togo and how to info 50,000
Gustom Attract Buttom - PA, Keno and V8 Logo 20,000
Penctils 360,000
Ongoing Serxvices cosT
Production and Delivery of Playslips {ongoing) No Cost
Hupply and Delivery of Pencils (dngoing) No Cost
Bupport services, parts, and repair o Cost
Additional §taffing (Product Manager, Call Center, RCC, Feld, | No Bost
Betich and 18 staff ingreases)
Increased System operation tiwe (day-end moved to 2am) N6 Gost
Lottery specified promotional material 5150, 000

[
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+ SCHEDULY 2

Produgt . Prige
WAVE Terminale and Peripherals (Prigter, Transiction Bisplay, | $3,530
And LIM sdreen)

42" Commeprcial Class ¥ideo Monltor 676
437 Commereinl Class Video Monitor £486
557 Comerciil Class vidéo Mofﬁ_itb:r 51,796
XX" Opmmereial Class Video Moniter (Taxger or smallexr basaed en|¥BD
rsquest/naed}

Videa Monitor Bracke“ts {standard Wdll Mount) $168
Vided Mohitor Comnédtion Sétupa (video gabile convertérs, vidgo | §1,984
Cabling, power strdps, splitters, extenderg and Misc,)

Madla Box — Keno and VS Games £, 881
Katio and V8 Gamés startip Matapials (Elay&l::p/l?énéﬂil hdldsars, | $613
Napkin helders, Napking, Bax Rdil Ma®; Attract lapel bnttond,

Cupa, Coasters, Pencils, Pengil sharpener, and a Lighted sign)
Iristallatign of additionhal Video Monitors [support expanslon) 5838
Special Irgtall services/eosts for fonstandard vides woniter | TBRD
inatallations or cofipegtivity to retdiler ngtdld systems, (briged

per request and solution required)

Monthly Maintenance fee for additional terminals §10Q
Raditional ‘iteuis for Totbery promotion of Keno and V8 Gamas TBD
Retailer recrulbiment servides TBD
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. SOHEDULE 3

1. MIH support July 1®t, 2018 - June 30, 2019,

B L o LTI

e
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Th software Maintenanco Stipport Services and pricing is as
follows?

Pesoription Frice

Provide Back Office System Troubleshooting and Debug | $78, 000,00

Testing

Efovide Back Office Bystem Software Cazrection and #57,000.00

any Corrections

Provide Wew Back Office System Boftware Releases for |4525,000,00

Provide Dack Office System Dedigated Suppork Phone | $20,000:00

Number

Provide Back Qfficé System Qn Call Phone Support: 534,-000,00

MOB; - F’I’it .)T: SOAM. e 5:0‘} PM

Provide Back (ffice System Support E-Mail Addréss $21,0600.00

Total — ~ §232,000.0
D.

Note: Ahy additiondl enhaioceménts will be haddled through
petimates provided based upen wrequeshts, specifications and
preapprovals.

Portal software, user ligenses anhd hosting sérviced April
13, 2018 - {mne 30th, 2019,
a. Description of Portal Ssrvieces

BGI will nprovide the feollowihg services xeldted to the
Lattéryts Employée and Retballep portdls (“Portal Servifes”)
through 4its wholly-owned subsidiacy, Lapis Softwaxe
Assogiates, LLC (Vhapis”) s

. Lapis will host the LOTTERY!'s 300 user access licenses
te the Empleyse portal utilizing sne of the top tier
full senvice. hosting companies, ThHe hosting service
18vel will be squivalent to what is currehtly provided
for system availability and redgonse times. The hosting
spryvice will also jinelude all additienal software
licensing covering apexatlng sy&tems, database systems

a3
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as wall as application servers such as OutBystems Agile
PlatLorm,

* Lapis will host and provide access for all thé LOTTERY's
retallexs to the Retailer portal that will be co-hosted
with the Employee portal uglng the same hosting service
and gervice lavels as above.

. Lapis will provide operational support by monitording and
maintaining the operating systems, application servers
and ddtabase systems to easure maximum performance and
availability.

. Lapls will provide ept-user functlonal support by
analyzing pxoblems zéported by ussrs and providing
plther answers or reésolutldns as méquired. Lapis #ill
provide lewvel 2 support to designated users during
normal business hours Monday thru Friday (7:30 a.m. and
%130 p.m.). 8upport outside of this period can be
provided by pre-arranging such sipport. All software
modi fications to rectify problems #dré included in the
service.

» Lapls will provide a test systein for hoth the Employee
85 well as Retallex porntal aS part of the hosting serxrvice
that the LOTTERY may utilize to test new releases.

b. The Product Bupport pricing for the Porktal Services is

as follows:
Desoxription Price
Sexrvices 04/13/2018 ~ 04/12/2019 $360,0000
Sexvices 04/13/2019 - 06/30/2019 $77,918
Total $437,9180

Note! Any additional enhancements will beé handled through
estimates provided based upon requegts, spedifications and
preapprovals.

14




(1} COMMONWEALTH OF PENNSYLVANIA

-and -

12} SCIENTIFIC GAMES INTERATIONAL, INC.

LOTTERY GAMES AND SERVICES CONTRACT
RELATED TO THE
WOTTERY AND THE PROVISION OF INTERNET INSTANT GAMES




1.

2.

THIS CONTRACT {the "Cantract”} s magde and entered Into th;,l_Qj::,\ of mzew. by and hetween
tha Commonwealth ol Pennsylvama (the "Commonwealth”), Departmenl of Revenue for lhe
Pennsylvania Lottery [the "Dapartment” and the “tottery,” respectively), an executive agency of the
Commonwealth and Sclentific Games International, Inc., {“SGI" or "Contractor”), 8 duly arganized and
existing Delaware Corporation, with offices at 1500 Bluegrass Parkway, Alpharetta, Georgla, 36201 and
having Fadural Employar Identification Numbar 58-1943521.

WHEREAS, the Department has as one of its responsibllitles the aperation and managemant of the
Lottery In accordance with the provislans of Act Nu. 9% of 1971, P.L. 351, approved Augast 26, 1971,
as amended, sometimas known as the “State Lottery Law,”; and

WHEREAS, the Dapartment Is authoriied Lo Implement and operate |Lottery and Itottery games
pursuant to Act 42 of 2017 {P.L. 419, No. 42) [“Ilottery Low”), coditled at 4 Pa.C.8. § 501 et seq.; and

WHEREAS, pursuant to 4 #a C S, § 503(c), to facllitate the prompt implementation of lLottery, nltiat
contracts, not to exceed two years, antered into by the Dapartment for iLottery and relnted gaming
saovlces are not sublert to the provislons of 62 Pa.C.S. {relating to procurement); and

WHEREAS, pursuant to the authority granted under 4 Pa.C.5, § 503(c¢), the Commonwaealth selected
5G| to provide the hardware, software and relatag services for the implementation and operation of
Roltery pursuant to the terms set forth In this Contract; and

WHEREAS, under the provislons of the 5tate Lottery Law, the Bepartiment has the authority and duty
to pay<osts incurred in the aperation and administration of tha Lottery, Ingluding costs resulting from
any contracts entered into for services relatad 1o the implementstion and operation of lLottery; and

WHEREAS, the Deparimant further has tha authority to expend monies from the State Lottery Fund
to pay the expaenses of the operstion of the Lottery; and

WHEREAS, 5G| has agreed ‘o dellver iLottery and related gaming systems to the Department under
the terms as set oul in this conitract,

The Panties agree as follows:
DEFINITIONS & INTERPRETATION

Throughout this Contract, all capitalized terms shall have meaning ascrihed to them n Appendix 1
{Definitions) of this Cantract or as expressly defined In this Contract,

In this Contract, unless otherwise specified: {1} any reference to a statute or statutory provision includes a
reference ta the statute or statutory provision as modified or re enacted, or both, from tlme t¢ time, and
to any subordinate tegislation made undar It; () references to Sectons, Appendlces and/for parties are to
sectlons of and Appendlces and/or parties to this Contract, respecuvely; {in) any refarenice to a document
s 8 referenice to the document as from tme-to-ime supplemented, medified or amended, (Iv) the
singutar Includes the plucal and vice versa, and the masculing Includes the feminine and the nautar
genders and wice versa, (v) a pecson ingludes natural persons, lirms, partnerships, comparves,
corporations, assoclations, organltations, governments, states, governmental or stale agencies,
foundatlons and trusts {in each case whether or not having separate legal personslityl; and {vi} writing
wcledes fax transmlssion, but excludes email, SMS, and similar means of communication

Any phrasa introduced by the words "indude”, "Induding", "ingludes” and “such as” are ta be construed
a3 lltustrative, and shall oot fimut the sense of the words preceding those words. The Appendices form an
mtegral part of this Contract, The headihgs used in this Contract are for converience only and shall not be
wterpreted as having any legal or other meaning.

The provislans of this Contract shall be construed in accordance with the prowisions of all applicable
laws and regulations of the Commonwaeaith, Howevar, by executlng this Contract, the Contracior sgrees
that it has and wilt cantinue te ablde by the Intellactual property laws and regutations of the United
States of America

ORDER OF PRECEDENCE
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it any condlicts or discrapapcles showld apse n the terms and conditions of this Contract, o¢ the
interprelation thereof, the order of precedence shall be,

The documsants containing the parties’ signatures,
The presantatlens and documentation provided by 5G), attached hereto as Appendices 9 through 13
WORK STATEMENT

Subject at all trmes to Applicable Law, SGI shall provide during the Term, the licensed Software and
related Services, desenbed In Appendix 2 {Work Statement)

SGI LICENSES GRANTED

Licensed Software ond Services. 5GI hereby grapts the Lottery and the Lottery’s Retailers o Territory-
wide limited, non-exclusive, non-transferable, revocable licence to use the Licensed Software and
Dacumentation during the Term in the Terntary I order to offer iLottery Games to End-Users and for
internal busingss purposes (the “tlcence”}, Na lcence is granted i1n relation to the Source Code af the
Licensed Software or Garnes Pursuant to the Licence, tottery may use the Licensed Software and any
and al] Uptfates tharetn, in Object Code form only and In connection with the operation of a Webslte

Gomes and Additionof Gornes, Product or Services. Lottery may request additional Games, products or
Services via an Drder Form, which shall be mwtually agreed by the parties and which shall agt be
effective and binding unless and untll such agreement s executed by botii parties hereto,

Tha terms and conditions of 2ach Order Form are hereby incarporated Into this Contract

Each Order Form s separate and Independent of any other Order Form A default with respegt
ta any one Order Farm shall not cause a defaelt of any other Order Form,

Third-Party Games and Third-Porty Branded Games, For each Third-Party Game or Third-Party Branded
Games to be delivared to the Lottery under this Cantract, Lottery hereby acknowledges and ogrees that.

Such Third-Party Gamaes or Third-Party Bianded Games are subject to Third-Party Game Terms,

W, Contractor shall provide the Third-2arty Game Terms for the Inkiat Third Party Games and
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Third Parly Branded Gamas as those Terms are executed between Contractorand the relevant
third partles, in the event thare are any further Thurd Party Gare Terms for any additional
third Party Gamas or Thied Party franded Games to be dellvered to the Lottery under this
contract, they will bz included n the relevant Grder Form

5GH's acceptance of and any of 115 obligations In refation to the Thud Party Games shall, st all
times, be conditloned on Lattery's stnct adherance to the applicable Third-Party Gamae Terms,
and

Thirdd-Party Game Terms are subjact to change at $G1's sole discration based on the third party
licensor's requirements and the addition or removal of such Games fram SGU's inventory,

Proprigtary Rights

The Commonwealth acknowledges SGI and any subcontractor's or thisd-party’s Intellectual
Property Rights may have in and to the Licensed Softwere and Games and materlals heretolore
or hereafter created by SGI (or the operation of the Licensed Saftware.

All origlaal written materlal, including reports, tickets, afgarithms, game designs, game names,
studies, blueprints, programs, tapes, |istings, artwork and othar documentation originated and
prepared by Contractor or any subcontractor exclusively and specifically for the Lottery
pursuant to this Contract shall belang exclusively to the Lottery

Contractor further agroes that it shall not provide or use any matter trademarked or

copyrighted by a third party without the wntten approval of the Secretary, unless the
Contractor provides the Department with the written permission of the teademark or

-3-
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copyright owner for the Department to use such trademarked or copyrighted matter under
this Contract

New Inteflectual Property Each new inveqtion, discovery or important improvemant, which includes
Ideas, concepts, know-how or technigues, developed exclusively and specifically for Lhe Lottery In the
nermal course of performing ohilgations pursuant to this Contract and Is not 5GI intellectual Property
or atherwise owned by SGI shall be treated as follows.

1f made exclusively by Lottery persoane), it shall be the property of the Lottery,

if made exclhusively by Contractor persannel, W shall be the property of the Contractor, and
Contractor grants the Lattery a non-exclusive, Ireevocable, nontranslerable and royally-free
llcense to such invantion, discovery or improvement;

 mada jaintly by personne! of Lottery and Contractoy, it shall bie [ointly owned agually.

To continually pravide the Lattery the abllity to generate revenue and serve ther customers and
stakeholders, SGlL may offer new praducts services, technology or solutions to the Lotlery  During the
term of the contract should any new products, senvices, technology ar solutions not previausly
recognized or outhned in this Canteact, which are not developed exclusively and spacifically for the
tottery, may be offered to the Lottery by 5Gk In such circumstance, and if the Lottery believes itis m
the best interest of the Commonwealth, the Lottery and $Gi mutually agree that sych new product,
sarvice, technology o solution, tncluding financial terms, shall be the subject of a separate Intter of
agreement betweer the parties, which letter of agraement shall detall all rights, dutlas, ang obligations
of eithar party

U3E OF COMMONWEALTH PROPERTY

Confidentlallty ol Commonweaith Praperty. All Commonwealth Property prowided to the Cantractor
pursuant 1 this Contract or callected or generated by the Contractor on behalf of the Comtmonwesith

pursuant to this Contract shall be coasidered canfidential Information under Section 26, {Conhdential
Information}.

License grapt and restrictlons. During the term of this Conteact, Commonweaith grants to Contractar
and s subcontractors for the limitad purpose of providing the Services coverad under this Contract, 8
mited, nonexclusive, nontransferable, royalty-free right {subijact to the terms of any third party
agreament to which the Commonwezith is a party) to access, use, repraduce, and modify
Commonwealth Property in accordance with the terms of the Contract, The Commonwealth's license
to Contractor 1$ fimited by the terms of this Contracl

The Contractor hereby assigns to the Commonwesith its nghts, W any, 1n any derlvative works
resulting from Contractor's modilication of the Comménwealth (nlellectual Property,
Cantractor agrees to execute any documents required 1o evidance this pssignment and to
welve any moral fights and rights of attribution provided for in Section L06A of Title 17 of the
United states Code, the Copyright Act of 1576, as amanded

Nelther Contractor nor any of its subcontractars may decomplle or reverse engineer, or
attempt to decompile or reverse pngineer, any of the Commonwealth Intelizciual Property.
Commonwealth hereby represents that {t has the authority ta provide the license grant and
rights set forth In this section

Restrvallon of rights. Al rights, not expressly granted here to Contractor are reserved by the
Commaoanwealth
Terminatian of Commonwealth license geant.

Ripluts Cease: Upon the expiration or termimation for any reason of Coatracior's philgation to
provide the Services under this Contract, alt rights granted to Contractor under this section
shaft Immediately caase
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Return Commonweallh Propacty  Comiactor shall, ab no cast to Commonwealth, dellver to
Commanweaith al} of the Commonweaith Intelactual Proparty {Including the source code of
such Intellzetuat Property than in Contractor's possession or under its control) in the farm in
use as of the Effectwe Date of such expiration or tarmination {oxcepi that Commonwaealth Dyta
shalt be turned over In a reasonably praetical form, mutvally acceptabile to the Commonwealth
and Contractor).

Lisy_of wilized Commonwealth fro Desteusll Within 30 days after termination,
Contractor shall provide the Commonwealth with a current copy of the Iist of Commonwealth
inteflectual Property in use as of the date of such explratlon or termination Concurrantly
therawith, Contractor shall destrey or arase all other coples of any Commonwealth Software
then In Contractor's possession or under Its control unless otherwise instructed by
Commonwealth, In writing; provided, however, that Contractor may retain one archival copy
of such Commonweaith Software, untll final resolution of any actively assorted pending
disputes beiwean the Partias, such retentlon being for tha sole purpose of resolving such
disputes

Effect of Hepnse gran) terminabion, Consistent with the provisians of this section, Conteactor shall
refram from manufacturing, copying, marketing, disurlbuting or ustng any Commonwealth Software or
any other work which Incorporates the Comtmonwaaith Software

Commanwealth Property Protection

Contractar acknowledges Commonweaith's exclusive nght, title and interest, including
without lwmutation copynght and trademark rights, in and to Commonwealth Data,
Commonwealth Software, and the Developed Works developed under the prowisions of
subsect:on 4.e 1 this Contract, and Contractor shall nut knowingly do or cause to be done any
act or thing contesting or in any way Impairing or teading 10 impair any part of sakd right, ttie,
and interest, and shali not use ar disclose the Commonweslih Data, Commonweaith Software,
or the Developed Works without Commonwealth’s wntten consent, which consent may be
withheld by the Cammonwealth for any raason

Contractar shall not, in any mannar, represant that Contracigr has any ownership mterest in
the Commonwealth Dats, Commonweaith Software, o1 the Developed Works,

PROPERTY TO BE TRANSFERRED

Prior to the conclusion af the Term, or upon notice of terminatien of the Conteact pursuant o sectlon
39 {Termination), 5GI shall cause 10 have the doman name PAlLottery corn, In additlon to any other
domain hames securad for the Lottery under the Contract, and any and all rights, title and Intarest
associated with those domaln names, transfesrad to the Commonwealth at no additional £ost to the
Dapartment.

DELIVERY AND ACCEPTANCE
Cantcactor shall deliver the Licensed SoRware to the Lottery in accordanca with this Contract
Following delivary, the Licensad Software wit be subjsct to an Acceptance Test,

The parties shall develop snd implement & mutually sgreed upon acceptance and Implementation plan
{“lmplementation and Acceptance Plan®) on or betore March 15, 2018, which shall set forth, amang
other things, the set of tests fo be conducted and the time periods for tonducting those tests, The
Implementaton and Acceptance Plan shall include a tast plan which ingudes, but 15 not limited to, the
follawing types of tests. device testing, browser version testing; and clptms processing testing,

In the event that an Acceptance Test Is defayved due to the acts ar omlssions of the Lottery, then 5GI
shall give fourteen {14} days’ notice of its requirement that the Acceptance Test shall be carried out 1
the Acceptance Testing 15 ngt careled out within # further period of fourtaen {14) days due to the acts
oromissions of the Lottery, the Licensed Software shall tave be deemad accapted on the expiry of such
further period,
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Notwithstanding sectlon 7 b whare the Lottery uses the Licensed Software, hefore concluding {or
commending) the Acceplance Tests, in a live environment for commercial purposes other than for
agread testing purposes, then the Licensed Software shall be deemed to be atcepted on the date of
such flrst live use

Nathing in this section shall prevent the Lottery from identifying and communicating 1ssues with the
Licensed Sofiware to SGi after launch, and nothing In this section shall eliminate SGI's duty to ensure
full funchionality of the Licensed Software and Services, as described tn Appendix 2 {Work Statement)
n conforinance with its specifications

Subject to subsection 7.h below, 5G shall use all commerclally reasonable efforts to meet delivery
dates The non-dellvery of & particular Deliverable shell have no eftect on any other Deliverable or
previous Dellverahles that hava been subject to Acceplance

The Commbonwealth and Lottery acknowledge and agree that the dates for Deliverabies, Soft Launch
Date, and Commercial Launch Oate are Lotlery driven deadlines to which 5G has agreed to
acgammadate. Further each of the Commonweatth and Lottery agrea, that the timely provision of the
Llcensed Software is dependent on. (1) theed-partles, Including the Lottery’s advertising agency, and (i)
a limited scope; and any delay on the part of a third-party autside SG's control ar the deviation fram
the agreed upon scope shall entitle SG to equitable talkng or rehef From enforcement of any provision
of this Contract Yo accommodate the delfined tainch dates, the parties have agreed to Hrmit change to
the system and operations for each launch, and some requirements may be defarced to post-taunci for
implementation. Nohwithstanding the above, Contractor acknowledges and agrees that sny
sequirements defersed to post-faunch and not already set-forth 85 part of post-launch pursuant to
Appendlx 2 shall not Impals the functionality of the system; shall notImpair the Integrity of the system;
and shail not result in the system baing in violation of federal of state laws or regulations Any changes
resuiting \n the above shall be provided through the Parbey’ respective project managers

TERM

This Contract shali commence an the Effective Date and terminata no later than the second anniversary
of the Effective Date,

In tha event the Lottery s empowered to gront an extension or renewal of these terms In furtherance
of the lLottery Law, Including any amendments, and 1f the Lottery beliaves It is In the best Interest of
the Commonwealth, the parties agree to diligantly negotlate such extenslan ar ranewal, Including
financial terms, In good-falth to facltitate the continuity of the Licensed Software and Services grovided
under this Contragt

TERMS OF PAYMENT

The Department agrees to pay, and the Contractor agrees te accept os full compensation for the
services rendered hereunder, the Lottery Costs set forth in Appendix 4, [Charges) attached hereto ang
made a part hereof as |f fully set forth

HOLHDATED DAMAGES

The Commeonwealth and Contractar agree that, in the circumstancas described in this Secton 10, it will
be extremely impractical ang difficult ta determine actual damsges which the Commonwealth may
incur I iLottery s not avallabla in a five environment for cammercial purposes on or before May 1, 2018

Subject to sections 10 ¢ thraugh and intluding 100 below, If the Lottery 15 not avadable in a e
environment for commerctal purposes an or before May 1, 2008 (the “Commercial Launch”), and: {1}
the Lottery has not consented to an extenslan of such Commerclal Launch; and (1) the Contractor i§
solely responsible for the delay, then the Lottery may assess, as quldated damages, an amount up to
$10,000 per day for each day after Apnl 30, 2018

The determination to assess iquidated damagas shall be made by the Department, Upoa determination
that hquidated damages are 1o or may be assessed, the Department shall notiy Contractor of the
potential assessment In writing The avalabliily of an additional cure or greater cure peniod other than
#s set forth in this Conteact shall be in the equitable discretion of tha Department.
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If any portian of the Hquidated damages provisions i determined to be unenforceable In gae or more
applications, that portion remalns In effect in all appltations not determined to be unanforcsable and
15 severable from the invalld apphcations If any portlon of the liquideted damages provisians is
dJetermined to he unenfarceabls in any application, the other provision or provisions shak remaln in ulf
force and effect,

Itis exprassty agreed thet the walver of any liuidated damages due the Commonwealth shall constitute
a walver onhly as$ ta such |lquidated damages and not a walver of any future hauldated damages Farlure
to demand payment of liquidated damages within any pariod of tlme shall not constitute a walver of
such claim by the Department,

If the Lottery assesses Bpuldated damages, in no event shall the total hguldated damapes be In excess
of the difference between the actual amount of profit received or accrued 1o the Loftery and the
Anticipated Profit for each fiscal year, or any part thereof, covered by the Contract

All assessed liguldated damages will be deductad from any monies owned 5GI by the Lottery, and i
the event the amount due 5GI Is not sufficient to satisfy the amaunt of the Hguidated damages, 5GI
shalf pay the balance to the LaRery within thirty (30} calandar days of wrltten notification if the amount
due [s not pad in full, the batance wil be deducted from subsequent payments ta SG1. At the Lottery's
scle optian, the Lottery may obtaln payment of assessed hquidated damages through one {1} or more
¢claims upon the Performance Bond

Any hguldated damages imposed In accordance with this section shail be pro-rated for partial peciods

5G) shall nat be requlred to pay Iiquidated damages far deiays solely due to matters as enumerated in
sechion 4% (Force Maleure), or to the extent apy delay was coused solely by the Lottery or any third
party acting on behalf or at the direction af the Lottery, or for actions specifically approved n writing
by the Lottery {"Lottary Delay") Where the Commerclal Launch 15 delayed by acts or omissions as
deralled i this section, the Commaerglal Lounch shall be equitably extended Yy a perlod that &5
reasonable and commensurate to reffect the autent of the delay caused by the event of lorce majeure
or the apphicable Llottery Delay This prowsion In no way hinlts Conmtractor's hability for its
subtontractors

HIGHT OF INSPECTION

Subject te the provisions of section 26 {Confidential Information), tha Department shall have the right
to inspeci all phases of the praductlon and support of the Licensed Software and Services provided
hereunder upon reasonable prior notlce to 5G) and subject to SGI% safely and securlty procedures

EKCLUSIVITY

Exciusive Lottery Provider In consideration of the payment terms accepted by SGI, during the Term,
the Department and Lottery each agree that each entity shall refraln (rom davefoping, troducing, or
directing implesentation and operation of & lottery or other games or programs authorized pursuam
to 4 Pa C.5. & 503, Notwithstanding the foregoing, SGI acknowledges snd agraes that this exclusivity
provision shall 10 no way prohibit the Commonwealth from developlng, introduging, ¢ontracting for,
inplersenting or operating ILottery or similar services (1) pursuant to the grovisions of 62 Pa.C§
(relating to procurements} which will necessardy occur during the Teem of this Contract, {2] upon
notification by the Commonwealth Lo the Cantractor that this Contract i$ tarminated pursuant to its
terms; o7 (3} upon wrltten request by the Commonwealth for a speclfic game, progsam or service
authorleed under 4 Pa,C.5 § 503, which 5GI )¢ elther unabla o1 unwilling to provide within a
commarclally reasanable pepod of time

Exclusive {Lottery Content. Qutlng the Term af this Contract, SGI agreas that it shall not offer any
proprnetary SGt digital Games lo any icensed casino within the Teritary

BONDS & INSURANCE
fnsurance

For the entire period of this Contract, 5GI agrees to mantain the following nsurapce, with the
Commonwealth, the Department and the Lotlery named as additlonal insureds, which 1nsurance shall
provide funds, feas, and Jegal costs for any damage, loss of revenue or elans incurred or arising as a
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result of tha opatation of the Licensed Software and Servicas However, the Commonwealth, the
Bepartment and the Lottesy shall oot be named as additlonal Insureds pn the arcors and omissions
policy described below. No insurance shall be cancelled or changed without at least thicty {30} days
prior, written nobice to the lottery. By requirtng such coverage, the Lottery does nat waive any
Immunity from liability which it may otherwlise have,

SGI agrees vo furnish the Lottery wath certificates of insurance for all insurance required under this
Contract within fourteen {14) days of final execution and delivery of this Contract to SGI, with the
exception of the certificates for Errors and Diisslons Insurance, which Ervors and Omissions certlficate
of insurance shall be furnished to the Lottery prior to Soft Launch

Al certificatas of Tnsurance furnished by SGI shall aver that coverages afforded shall not be cancelled
ar changed without at feast thirly {30) days ortor written notice to the Lottary

5G1 shall acquice Insuraace written for not less than any limits of llability herein speclfied or requlred by
law, whichever Is greater, and shall include contractual Hablity Insurance as appllcable to SGI's
obligations under saction15 (Commonwealth Held Harmlass), of this Contract,

Prgperty. 5GI shall maintain Insurapee on all materlals and equipment used In operating the
Licensed Software ire SGI's business i the amount of acwal replacament cost thereof. Such
policy shallinclude an Al Risk Property Floater to insure personsl property including contents,
materlals, and mobile items agalnst fire, coliislon, flood, ete. Nelther the Commonwealth, the
Departrment, the Lottery, nor Lottery Retallers are responsibla for any such insurance.

Public Ligbllity. 5Gt shall maintain comprehengive Genaral Liabllity and Property Damasge
msurance with fimits of not Jess than one milllen dollars ($1,000,000) for any one persan and
three milion dollars {53,000,000) tor any one accurrenca for personal mjury, and three million
dofiars {$3,000,000) for any one occurrence lor property damage

Errors and Ormussions 5GI shall malntaln errors snd omsstons tnsurance with Himits of not less
than five milfion dollars (55,000,000} shall be In force ard effective from the date of the System
start-up and shall continue without intecruption for one {1) year after the explration of the
Contract, Errors and Omissians Insurance shall indeanlfy SGI, the Commonweaalth and the
Lottery For any loss which may be Incurred SG) shall require that subcontractors and service
providers mantain Ercors snd Omisslons (nsurances, with polley limits accaptable to the
Lottery, for the terms of any tontracts for performance of work required of SGI, as prime
contractor, under this Contract.

Netwark/Cyher Liabliity Insurance {Including coverage for Professional and Technology-Based
Serylces Llability If not covered under Company's Profassional Liabllity/Errors and Omilssions
Insueance referenced above) in the amaunt of $3,000,000, per accldent/occurrenca, cavering
the Contractor, its emplayees, agents, cantraclors, and subcontractars In the performance of
ail sarvices 3G represents that Netwosk/Cyber Libllity Insurance is covered under its frrors
and Omissions Insurance,

Professionol and Technology-Bosed Services Lishfity Insyrance {insuring against damages and
clalm expenses o5 a result of cleims arising from any actual or alleged wrongful acts In
performing cyber and technology aclivittes} In the amount of $2,000,000, per
accldent/foccurrance SG represents that the Professional and Technology-Based Services
Lability Insurance Is covered under the Cerspany’s Evror and Omisslons insurance,

Automotive Insuronce. 5GI shall Insure automotive aquipment used in the aparatian of the
System 5GI shall malntaln Autaracblie BedBy injury Liability Insurance with a limit of oae
mililon dollars {$1,000,000) for each person and five milhon doliars {35,000,000) for each
actldent, and Property Damage Liabilty insurance with a Hmit of not less than one milijon
doltars {$1,000,000} for each accident
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Emplayees. G shalt Insure its employees according to Commonwealth of Pennsylvania
statutes and regulations, including coverage as required under the Workmea's Compensaiion
Law

Bonds

All bonding must be 1ssuad by o Birm authorized by the Ofice of the Insurance Camimissioner to wrlie
business in the Commonwealth of Peansylvania

Fidelity Bond. Wrthin fourteen (14) days of linal execution and delivery of this Contract to SGI,
S6G) shall deliver to the Lottery a Fidelity Bond in the amount of one railfion dollars ($1,000,000)
covering any {oss to the Commonwaalth due to any frauduient or dishonost act on the part of
5GV's officers, employees or agents.

Performance Bond Within fourteen (14} days of final execution and delivery of this Contract
10 5G, 56 must delives to the Lottery g Performance Bond which will be effective as of the
Commencement Dale of this Contract. A Performance Bond In the amouni of cne milhon
dallars 51,000,000} will be required for each year of the Contract

A Performance Bond may be In the form of a policy or certificate issued by a reputable sirely -
company A certified check or cashier's chech made paysble to the Cammonwealth of
Pennsyivanta, Depariment of Revenue, Pennsylvania Lottery, may be accepted in flev of the
surety company Issued policy/certificate,

INTELLECTUAL PROPERTY RIGHY INDEMNITY

In the event that a clalm arflses thal the Licensed Software, other than any Intellectual Property of the
Lottery, Infrihges the rights of a third party, SGI shall immadiately notlfy the Dapartment and the Lottery
in writing 2od, withouy dimlnishing SGF's obligation to defend and hald harmiess the Commonwealth,
the Department, and the Lottery, its agents and employees, SGI may elect to aexercise one of the
followlng aptions below:

1 progure for the Department the right to continue using the at-issue software
{or any part thereof) in accordance with the terms of this Contract,

2 modily the at-1ssue software 5o that i ceases to be infringing,

3. replaca the at-Issue softwara with egulvalent or better non-InfzInging software
deomed salisfactory to the Departmant; or

4 agreatoan alternative acceptahie to bath §GI and the Department.
COMIMONWEALTH HELD HARMLESS

The Centractor shall hold the Commonwealth harmless {rom and indemnify the Commonwealth agalast
any and all thurd party clisis, demands and actions based upon or arising out of any activitles
performed by the Contractor and Hts emyployees and agents under this Contract, grovided the
Commonwesaith gives Contractor prompt notice of any such claim af which It fearns  Pursuant to the
Commonweoith Attorneys Act, Act of October 15, 1980, P L. 950, No. 164, as amended, 7195 § 732-
101—732-506, the OHlce of Attorney General {DAG} has the sole authority to represent the
Commonweaith In actions brought aganst the Commonwealth  The DAG may, howaover, i {ts sole
discretion and under such terms as it deems appropriate, delegate Its right of defense  H OAG delegates
the defense to tha Contractor, the Commonwealth will cooparate with all reasonable requests of
Contractor made In the defense of such suits

Notwithstarding the above, nelther parly shall enter into any setement without the other party's
wrltten consent, which shall not b2 unreasonably withheld, The Commonweszlth may, in Us sole
discretion, allow the Contractor to controf the defense and any related settlement negotiations,

LIMITATION OF HARILTY

The Contractor's llabliity to the Commonweslth under this agreernent shalf be Imited to the total dallar
amount of this Contract {including any amendments) This imitation will apply, except as otherwise

-g-
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states In this section, regardless of the form of actlon, whether In conteact or in tort, inciuding
negligance This imitation does not, however, apply to any damages .

I For bodily Injury;

For death,

[T For intentional Injury,

. For damage to reaf groperty or tangible personal property fgr which the Contractor is fegafly

liable;

v Under sectioni4 {Intatlectual Proparty Right indemnityl;

i Under sectlon 23 (Data Breach or Loss); or

vii Under section 24 {(Virus, Mallclous, Mischievous or Destructive Programming).

No party shall bs kable to the other for eny of the following types of toss or damoaga, even if the party
has been advised of the possibility of such lpss or damage, (I} Indirect or consequential {osses; (1) loss
of proflts, contracts or anticipated savings, or (W)} loss or damage ansing from lfoss, damage or
carruption of data, except as set forth In section 23 (Data 8reach or Loss).

PRIME CONTRACTOR RESPONSIQILITES

SubJect to Third-Party Game tarms and conditions and the Lotterles sdharence thereto, the Contractor
is the prime contractor and, as such, 1s responsible for alf contractual activities perfarmed under ths
Contract, whether or not the Contractor performs them. The Contractor shall be the sole pont of
contact with regard to contractual matters, including payment of any or sll charges hereunder

OTHER CONTRACTORS

The Commonwaalth may undertake or award other contracts for additlonal or related work, and the
Contractor, other contractots and Commonweaith employees shall fully cooperate with one another,
and the Contractar shall coordinate its Services and/for provislan of Supplies with such additional work
as may be reasonably required. The Contractor and any other contractor shall not cominit or permit
any act that will intarfere with the performance of the work by the Contractor or any other contractor
ar by Commonwealth amployeas, This section shall be Included Ins the Contracts of ail contractors wath
which this Contractor shaif be required to tooperate The Commobwealth shall equitably enforce this
section as to all contractors to prevent the impositon of unreasonable burdens on any contractor. The
Contractor shall not be llable to the Commonwealth or the Lottery fos any non-performance of such
other cantractars; this pravision in no way mits the HahlHty of the Contractor for its subcontractors,

ASSIGNMENT & SUBCONTRACTING

The Contractor is prohiblted from assigning, transferring, or otherwise disposing of 1hs Contract or any
saction or portion thereof, It rights, Litle or Interests therein, or its powar to execute such Contract to
any other persan, company, rorporation, or entlty withoul the prior written consent of the Department

The Degaciment shall not unrepsonably withhold its consent under this paragraph In the case of any
assignient, transfer gr gther dispositien that would not matenally prejudice the Commuonwealth's
interests hereunder,

No subcontracting 1s parmitted without the express, weltten approval of the Dapariment The
Gepartment reservas the night to require the Contractor to replace such subcontractors reasonably
found to be unacceptable to the Department The Contractor shall be responsible for anforclng agalnst
subcontractors those provislans of the Contract apphcable to subcontractors, Any change in
subcontractors or in the location of the Contracter's faclitles at which work far the Lottary is to be
performed must be approved by the Department In writing prior 1o such change.

CHANGE OF OWNERSHIP OR INSOLVENCY
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In the event thar the Conlractor should experience a change of control {defined below), the
Conymonwealth shall have the excluslve option af continuing under the terms and conditions of this
Contract with the Contractor or its successors or assigns for the full remalning term of this Contract, or
continumg under the terms and conditions of this Contract with the Contractor or its successors or
asstgns for such perlod of ime as 1s necessary to replace the products, matertals, reponts, studres, or
computer programs, or lmmaediately terminating this Centract Nothlng In this section limits the
Commeonwealth's exercise of any rights that the Commonwealth may have to termunate the contract
pursuant to section 3% (Termination},

For purposes of this Contract @ "change of contral” shail mean the acquisition or disposition, by 8 single
parson or entity, of more than 50.01% of the voting securitles of the Contracior’s ultimate pareat
company-Sclentific Games Corporation-after the Effective Date of this Contract; and it shali not lnclude
any currant or future scquisitions, divestitures, or re-organizations of the Contractor's corporate group

STAFF AND PROGRESS MEETINGS

SGl vonfirms and agrees that ik shall provide, sunably avalified stafl, in and outslde of the Terntory, as
more fully set forth In Appendix 2 (Work Statement), to perform the Services In a timely and diigent
manner, in tha event that 56! replaces any member of its stafl engaged an the Senvices, 56! shall use
reasonable efferts to ensure that sueh replacemants ere of a sultable level of experfence and
qualificatian to perform the remalaing Servites.

The parties shall nominate a rapresentstive who shall be responsible for organizing meetings once gagh
maonth and at other times s reasonably required for the purpose of reviewing the ovaralt progress of
the Services, rasolving any difficulties and discussing other important matters in ¢onnechion with the
Services and this Contract.

Each party shall provide all Information and documentation reasonably required by the other tor the
performance of its dutles under this Contract or as otherwise regsonably required in eonnection with
this Contract.

Change Control If the Lottery requests a change or modification to a Defiverabite, {each a "Change
Request”}, such Change Request will be subject to the followlng:

the Lottery will precare and submit a written work request to 5G| contaiming a detalied
description of the change or modiflcation sought and any proposed timetable for the Change
Request; )

within ten Business Days after recespt of the Lotlery's vaittan request as above, 5G1 will notidy
the Lottery If 5G! Is capable of carrying out the requested Change Request and, if so, SGI will
prepare a revised Specification, to include any Lottery Costs, for the Lottery's approval if 556
Is not capable of carrying out tha requested Change Request, SG will provide Lottery with an
explanation as to why the Change Renuest cannat be carned out and will provide Lottary with
alternatives to the Change Request that are consistent with tha Lottery's goals and the SOW,
attached herato as Appendix 2,

uniess and ynudl any Specification 1s agreed and signed by the parties, all drafts, discussions,
proposals and negotistions between the parties for the proviston of the Licensed Software or
Services by 5GI under a Change Request will be subject ta contract and will not creata binding
obligations on the partszs,

nesther party shall usnecessarily withhald or defay execution of any agreements or docbments
provided for i this section, and any sgreemant or document provided for In this section shall
be considered denled if not executed within 15 days

once agraed In accordance with the above, no change to a Change Request will be valid unless
such change together with any corresponding change to the relevant cost estimate,
specifications, requirements, dependencies, implementation plans, agreed mitastones and/ o1
Acceptance praoceduras for the relevant Deliverable has been agreed in wnting between the
partles
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Ad Hae Work, The parties may from tme to time mutuatly agree for SG1 ko provide small ad hocamounts
of Services without agreaing to a Change Request {"Ad Hot Worl?), If it 1s mutually agreed between
the parties that any such Ad Hoc Work should be carrled out, the partles will agree any relevant
specifications therefor, and 5GI will completa such Ad Hoc Work within a mutually agreed time periad
1f 1t 1s apreed by the parties after discusslon but before the work begins that proposed Ad Hoc Work
should In fact be a Change Request, the pracedure In subsechion 21.d will be completed by the parties
tn relation to that Specification,

PCI SECURITY COMPLIANCE

General, By providing the Services under this Contract, the Contractor may create, receive, pr have
access to credit card records or recard systems contalning cardholtfer data including credit card
numbers {collectively tha "Cardholder Data”), Contractor shall camply with the Payment Card iIndustry
Data Securlty Standard ("PC1 DSS"} requivements for Cardholder Data that are prescribed by the
payment brands {including, but not fimited to, Visa, MastarCard, Americah Express, and Discover), as
they may be amended fram bime to time Contractor acknowledges and agreas that Cardholder Data
may onfy be used for assisting 1n completing a card transaction, for fraud control sarviges, for loyaity
programs, or as spelfically agreed to by the payment brands, for purpases of this Contract or as
requirgd by applicable law or regulations

Compiiance with Standords, Contractar shall parform ta dand comply with the PCI 55 standards as
defined by the 8] Security Standards Caunol at.
wwrys puisecurityslandards.org/secuity _standardsfindex php, Contractor shall monitor these C1 DS
styndards and will promptly notify the Commonwealth if ts practices should not conform to such
standards Contractor shall provide a letter of certification to attest to meeting \his raquirement within
seven (7) days of Contractor's recespt of the annual £Ct 0SS compliance report

DATA BREACH OR LOSS

Conteactor shall comply with all applicable data protection, data secunity, data privacy and data breach
notificatlon laws, including but not imited to: {1} the Breach of Personal information Netiflcatton Act,
Act of December 22, 2005, P L. 474, No. 94,585 amended, 73 P 5, §§ 2301—213259,

For Data and Coafidential Infarmation ia the possession, custady, and contral of the Cantractor ar its
employees, agents, andfor subrontractors.

The Contractor shalf repart unauthorized access, use, release, loss, destruction or disclosure
of Data or Confldentlal infarmatlon {“Incident”} 1o the Commanwealth within two {2) haurs of
when the Contractor knows of or reasonably suspacis such incldent, and the Contractor must
Immediately take all reasonable steps to mitigate any potential harm or fursher access, use,
relense, loss, destruction o glsclosure of such Data of Confidentls! Information.

Contractor shall provide timely notlea to all indwidupls that may require notice under any
applicable [aw ar ragulation as a resuit of an incldent. The nolice must be pre-approve by the
Commanweakth. At the Commonwealth's request, Contractor shall, at its sole expense,
provide ¢redit monitoring services to afl Indviduals that may be impacted by any Incident
raguiring notice.

Contractor shall be solely responsible for any costs, losses, fines, or damages incurred by the
Commonwealth due to incldents

Ax to Daty and Canfidential tnformation fully ar partlally In the possession, custody, or cantrol of the
Contractor and the Commanwealth, the Contractor shall dlligently perform all of the duties required In
this section 23 in cooperation with the Commoanwealth, until the time at which a determination of
responsitifity for the Incident, and for subsequent actian regarding the incident, 1s made Ginal

VIRUS, MALICIOUS, MISCHIEVOUS OR DESTRUCTIVE PROGRAMMING

The Contractor shall be liable for any damages ingurred by the Commonwealth if the Contractor or any
of its employees, subcontractors ar consullanls Introduces a virus or dahclous, mischievous or
destructive programming inta the Cammonweakh's saftware or computer natwaorks and has fafied to
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comply with the Commonwealth sofiware security standards, The Commonwaealth must demoastrate
that the Contractor or any of its employees, subcontractars or tonsultants introduced the virus or
mallclous, mischlevous or destructive programming The Cortractor's llabity shall cease If the
Commonweslth has not fully complled with Its own software securnity standards

The Contractor shail ba llable for any damages incurred by the Commonwealth including, but nat
fimited to, the expeniiture of Commanwealth funds to eliminate or remove a camputer virus ar
mallctous, mischievous or destructive arogramming thet results from the Contractor's fallure to take
proactive measures to keep virus or mallciaus, mischlevous or destructive programming from
oniglrating from the Contractor or any of its employees, subcontractors ar consultants through
appropriate firewalls and malntenance of anti-virus software and saftware securlty updates {such as
operating systems security patches, atc.).

In the event of destruction or madificetion of Software, the Contractor shall eliminate the wirus,
malicious, mischievous or destructive programming, restore the Commonweaith’s software, and be
lizble to the Commonweaith for any resulting damages,

The Contractos shall be responsible for reviewing Cormmonwealth software security standards and
complying with those standards

The Commonweaith may, at any time, audit, by a means deemed appropnate by the Commonwesith,
any computing devices being used by representatives of the Conlractor to provide Services to the
Commonwealth for the sole purpose of determining whether those devices have anti-virus softwarg
with current virus signature flles and the current minimum oprrating system patches ar workarounds
have heen installed Devices found to be out of compliance will immediately be disconnected and witl
not be permitted to cornect os reconnect ta the Commonweaith network until the proper installations
have been made

The Contractor may use the antl virus software used by the Commuonwealth to protect Contractor's
computing devices used Inthe course of providing services ko the Commonwealth 1t s understood that
the Contractor maynot install the software an any camputing device not being used to provide sewvices
to the Commonwealth, and that all coples of Lhe software will be removed from all devices upan
termination af this Contrack,

The Commonwealth will not be responsible for any damages to the Contractor's computers, data,
software, ete caused as a result of the instaliation of the Commonwaealth's antl-virus soRware or
monitoring software on the Contractar's computers.

LOCATION, STATUS ANG DISPOSITION OF PATA
All Data must be stored withie the Unlted States,

The Contractor shall be responsible for malntaining the privacy, securlty and Integrity of Data In the
Contractor’s o Its subtontractars’ possessian,

All Data shall be prowded to the Commonweslth upon request, 1n a form acceptable to the
Cammanwealth and at no cost

Any Data shall be destroyed by the Contractor at the Commanwealth's request

Any Data shall be held for Hbgation or public records purposes by the Contractor at the
Commionwealth's requast, and In accordance with the securlty, privacy and accessibility requlrements
of this Contract

CONFIDENTIAL INFORMAYION

Each party shall hold In confldence all Conlidentral information abtained from the other, Including but
not imited to the Licensed Software and the Dogumentation, and only disclose such Cenfidential
Information Lo its peofessional ndvisers and to thase of Its employeas ar contractors as may be necessary
for the purposes of this Contract and who shat] be informed of the confldential nature of such Conflidential
Information,

Newther party shall disclose to any third party without the express permission of the other party any
Confidential Information obtalned from the other party

13.
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The grovisions of sections 26.8 and26.b shail not apply to any information which
1 was in the reapient's lawful possession prigr to the date of thus Contract and was not
designated as being confidential;

i, the reciplent can show was n ks awn knowledge or developed independently by the recipient
prlor to the date of disclosure;

i, Is disciosed to the reciplent by a third party free of any obligations of confldentlality;

W, is lawfully in the publle domain, other thon by breach of this Contract, or

V. the recipient is required to disciose by p Competent Authority or by operation of faw or In
order 1o comply with the rules of a recognized stock exchanga.

Nothing 10 this section 26 shall he deemed or construed to prevent the recelving party from disclosing
any Confldentral Information provided by the disclosing party to any lo a consultant, contractoror other
person engaged by the recetving party in connection herewith provided that the recelving party shall
ensure that such informatlon 1s held in confidence by such third parties

The recewing pany acknowladges that any Confldential Information obtalned from, ar relatlﬁg to, the
disclasing party or its respective servants or agents by the receiving party in the course of negotisting
for, or in the performance of, this Contract (or by any person employed or engaged by the receiving
party i connection with this Contract i the course of such employment o7 engagement} IS and shalt
remaln the property of the disclosing party,

TICKET PURCHASE AND PRIZE PAYMENT RESTRICTIONS

The Contractor acknowledges that, undar the Applicable Law, regufations, and Degartment policy, no
cfficer or employee and no spouse, child, brather, sister, ar parent residing In the housshold of any
olficer or employee of the Contractor or of any subcontractor with direct aceess to the Licensed
Software shall purchase a Pennsylvania Lattery tickel ar be pald a prize in any Pennsylvamia Lottery
Game, As ta Fowerbsll® and such other multi-state or international Joftery games In which the Lottery
15 now or may become a participant duning the term of tlus Cantract, the same restrctians apply to the
purchase of such game vckets within Peatnsylvanta only 3Gl warrants that it has communicated this
requirement to each officer and employes of the Contractor assigned to work on this Contract and any
subeonteactors and service provigers,

ABSCENSE OF CERTAIN CHANGES OR EVENTS
Ths Contractor warrants that'
As of the Effective Date of this Contract, the Conteactar has not, except as disclosed to the Lottery.

I sold, assigned, voluntarily encumbered, granted a license or svblitense with respact to of
disposed of all or substantially all of its assets, other than In the prehinary cobirse of its business
85 conducted as of the Effectiva Date, and

i entered nto any contract or commitment including but not Imited to acquisitions or sales
withinits business area exceptin the ordinzry tourse of business as canducted on the Effactive
Date

Nelther the Departiment nor the Contractor is aware of any plans of any member of the Contractor's
management, supervisory, or key amployees actively lnvolved in the Cantractor’s performance of this
Contract to retire or otherwise cease bemg an employee of the Contractor prior to or within one {1}
year following the commencement of the term of this Contract excapt as oiherwlse communlcated 19
the Lottery by Contractor

As of the Elfoctive Date of this Contract, there has been no material adverse change in the financlal
conditlon, business, propanties, or prospects af the Contractor,
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If the Contractor experiences any changes as outiined in section 28 a or 28 b, above, during the pedod
of this Contract, the Contractor shall promptly notify the Department and the Loltery subject to
applicable requiraments of the Secunties and Exchange Commission, In the manner set forth in sectlon
49 d (Notice} of this Contract, notice, of such change promptly lallowing the time the change occurs of
1s Identified, whichever s earlier. Fallure to give nolice to the Departmant and the Lottery will be
sufficlent grounds fer teeminating this Contract,

CONTRACTOR INTEGRITY

it Is essential that those who seek to contract with the Commaonwealth of Penasylvanta observe high
standards of honesty and Integrity Thay must conduct themselves in a manner that fosters public
confidence In the integnty of the Commonwealth pracuremant process. In furtherance of this pelicy,
Contractor agrees to the following

Contractar shall maintamn the highest standards of honesty and integrity durlng the parformance of this
Contract and shall take no actlon in violation of state or fedaral laws or regulations or any other
applicable laws or regulations, or other requirements applicable to Contractar or thal govern
rontracting with the Commonwealth

Contractar shall establish and implement a wotten business Integnty policy, which ineludas, at a
mirimum, the requirements of these provisians as they relate to Contractor employea activity with the
Commonwealth and Commonwealth employees, and which Is distributed and made known to all
Contractor employaes

Coatractor, its affiliates, agents and amployees shall not influence, or attempt to inlluence, aoy
Commonwaalth employee to breach the standards of ethical conduct for Commonwealth employees
set forth ia the Publlc Officlal and Employees Ethics Act, 65 Pa €. 5. §§ 1101, et seq , the State Adverse
Interest Act, 71 P.S. § 776 1, at seq,, and the Governoc's Cods of Conduct, Executlve Order 1980-18, 4
Pz Code § 7.151, et seq., or to breach any other state or federal faw or cegulation

Contractar, its affiliates, agents and emplayees shall not offer, glve, or agree or promise to glve any
gratulty Lo a Commaonweaith official or employee of to any othar person at the direction or reguast of
any Commanwealth offlctal ar employee,

Contractor, its affiliztes, agents and employees shall not offer, give, or agres or promise to give any
gratuity to a Commonwaalth official or amployea or to any other person, the aceaptance of which
would violate the Governar's Code of Conduct, Executive Order 1980-18, 4 Pa Cede § 7,151, et seq, of
any statute, raguiation, statement of pollty, management divective ar any other pubhshed standard of
the Commanwaaith,

Cantractor, its aflliates, agents and employees shall not, directly o¢ Indirectly, offer, confer, or agrae to
confer any pecuntary beneflt on anyone as consideration for the declslon, opinion, recommandation,
vate, other exeraise of discretion, or vigletion of & known legal duty by any Cammonwealth officlal of
employee,

Cantractor, «s affiliates, agents, employees, or anyene n privity with hum or her shall not accept or
agree to gceept from any person, any gratulty in connettion with the performance of work under the
Coatracl, excapt as provided in the Contract.

Contractor shall not have 2 financlal interest In any other contractor, subcantractor, or supplier
providing services, lsbor, or materlal on this projecl, untess the fnancisl intarest i disclosed to the
Commotwealth In writing and the Commonwealth consents to Contractor's inancial nterest priar to
Commonwealth execution of the Contract, Coutractor shall disclose the financial interest to the
Commanwaalth at the time of bid or propesal submission, of i no bids or proposals are soliclted, no
later than Contractor's subimission of the Contract signed by Contractor,

Contractor, its affihiotes, agents and employees shall not disciose to others any information, documents,
reports, data, or records provided to, or prepared hy, Contractor for the Lottery ynder this Contract
without the prior weitten approval of the Commonwealth, except as required by the Peansylvonia Right-
to-Know Law, 659,5 §§67 101 —3104, or other applicable law or as otherwise provided in this contract
Any infarmation, documents, reports, data, or records secured by Contractor from the Commonwealth
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or a third party in connectlan with the performance of this Contract shall be kept contidentlal unless
disclosure of such Information 1§

Approved ln writing by the Commonwealth prior to its disclosure; or

Directed by a court or other tribunsl of ¢ompetent jucisdictlon unless the contract requires
prior Commanwealth approval, or

Required for compllance with federal or state securities laws or the requirements of natlonal
sacurities exchanges; or

Nacassary for purposes of Cantractor’s internal assesstnent and review; or

Deemed nocessary by Contractor in any action to enforee the provisions of this Contract orto
defend or prosecute clalms by or agalnst partles athar than tha Commonwealth; or

Parmitied by the valid authorlzation of a third party to whom the \nformation, documents,
reports, data, of records partan; or

Qtherwlse required by law

Contractor certifles that nolther it nor any of its officers, directors, assoclites, partners, limited partners
or individua! owners has not been officlally notifled of, charged with, or convicted of any of the
followling and agrees to immediately notlfy the Commonwealth agency contracting officar in writing if
and when It or any offices, divector, assaclate, partner, kmited paciner or Individus! ownsr has bean
officially notifled of, charged with, convicted of, or officlally notifled of a governmental determination
of any of the lollowing

Commission of embezziement, thaft, forgery, bribery, falsification or destruction of recards,
making false starements or recelving stolen property,

Commission of fraud or a criminal offense or other Improper canduct or knowledge of,
aparoval of or sequilescence In such activitles by Contrattor or any affillate, officer, directar,
associate, partner, mited pactner, individual owner, or amployee or other iIndividual ar enthty
assaclated with:

1 obiaming
2 attempting to obtain; or
3 performing a public contract or subcentract

Conteactor's acceptance of the benefits derived from the conduct shalf be desmed evidance
aof such knowladge, approval or acqulescence

Viofation of fadaral or state antitrust statutes,
Viofstion of any federal or state law ragufating campalgn cortributions.
Violatlon of any federal or state enviranmental law,

Violation of eny lederal or state faw regulating hours of Jabar, mmimum wage standards or
prevalling wage standards, discrimination In wages, or chiid labor vielations.

Violation of the Act of June 2, 1915 {P.L. 736, No. 338), known as the Workers' Compansatlon
Act, 77P.5 §1etseq

Viclation of any federal or state law prohibiting dlscaimination in employment,
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. Debarment hy any agency or depariment of the federal povernment or by any other state
% Any other crime involving moral turpitude or business honesty or Integrity

Contractar acknowledges that the Commoanwealth may, in its sole discretion, terminate the Contract
for cavse apon such notHication or whan the Commanwealth atherwise learns that Cantractor has bzen
officlally notifled, charged, or convicted

H this Contract was awarded ta Conteactor on a non-bid basks, Cantractor must, (as requited by Section
1641 of the Pennsylvania Electlon Code] fie a report of politieal contributions with the Secratary of the
Commonwealth on or before February 15 of the next calendar year The report must include an
itemlizad ist of all political cantributions kaown ¢ Contractor by virtue of the knowledge possassed by
every officer, director, assoclate, partner, imited partner, or individual owner that has bean made by.

1 Any officer, director, assoctate, partner, Imited partner, ndividual owner or members of the
Immediate {amily when the contributions sxceed an aggregate of one thousand dollars
{$1,000) by any indwidual dureng the preceding year; or

il Any employee or members of hls immediate family whose political contriition excaeded one
thousand dolars ($1,000) duning the preceding year

Yo obialn a ropy of the reporting form, Contractor shall contact the Bureau of Commissions, Electlons
and tegislatton, Dwision of Campalgn Finance and Lobbying Disclosure, Room 2310, North Office
Bullding, Harrisburg, PA 17120,

Contractor shali comply with requiraments ol tha Lobbylng Disclosuse Act, 65 Pa. € 5. § 13AD1, et seq,,
and the regulations promulgated pursuant to that law. Contractor employee activitles prior to ar
putside of formal Commonwaatth procurement communication grotuval are sonsidered lobbylng and
subjects the Contratctor arnployees to the registrallon and reporting requirements of the faw, Actlons
by outside lobbyists on Contractor’s behalf, na metter the procurement stage, are not exempt and must
be reported

When Contracior has reason to belleve that any breach of ethical standerds as set forth n faw, the
Governor's Cade of Conduct, orin these provisions has accurred or may occur, inctuding but not limited
to cantact by a Commonwealth officer or emplayee which, If acted upon, would violate such ethical
standards, Conteactor shall Immediately notlfy lhe Commonwealth contracting officer or
Comeoenwealth Inspector General in writing

Cantractor, by submission of its bld or proposal and/or execution of this Contract and by the submisston
of any bills, Involces or requests for payment pursuant to the Contract, certifles and reprasents that it
has not vialated any of these contractar integrity provistons in connectiun with the submission of the
bid or proposal, during any contract negotiations or durlng the term of the Contract

Contractor ghall cooperate with the Office of Inspector General In its investigatlon of any alleged
Commonwealth employee breach of ethical standards and any afleged Contractor non-complipnce with
these provisions Cantractor agrees (o make identifled Contractor employeas avallable for interviews
at reasonable times and places, Cantractor, Upen the inquiry or request al the Dffice of Inspector
General, shall provide, or if appropnate, make promptly avallable for inspection or copylng, any
infarmation of any type or form deemed relevant by the Inspector General te Contractor's Integiity and
complance with these provisions.  Such informatlon may include, but shall net be Hmited to,
Contractor's business or inancual records, duocuments or flles of any type or form that refers to or
concern this Contract.

For viotation of any of these Contractor lategrity Provisions, the Commonwealth may terminata this
and any other contract with Contractar, claim gudated darmages v an smount equal fo the value of
anything recesved in breach of these provisions, clalm damages for al) additlonal coses and expenses
incurfed In obtaining another contractor 1o complete pedormance undar this cortracy, and debar and
suspend Contractor from domg business with the Commonwegith  Thesa rights and remedies are
cumulative, and the use or nen-use of any ane shall not preclude the use of all or any other. Fhese
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rights and remedias are In addition To those the Commonwealth may have under law, statute,
regulation, or atherwise,

For purposes of these Contractor Integrity Provislans, the following terms shall have the meamings
fgund 1n this section 29 g

“Canfidential information” means informatlon that ) Is not already In the putilic domain; b) Is
not avaitable to the pubfic upan reguest; ¢) Is not or does not become geperally known to
Contractor from a third party without an obligation to maintain its confidentiality, d) has not
become generally known to the public through en act or omission of Contractar; or e} has nat
been Independently daveioped by Contractor without the use of confidentlal information of
the Commonwealth '

“Canseqt’ means wiitten permission signed by a duly authorized afficer ar employee of the
Commonwealth, provided that where the materlal facts have bean disclosed, in writing, by
pre-qualification, bid, proposal, or contractual terms, the Commonwealth shall be deemed 10
hava consented by virtue of exacution of this Contract

“Contracter” means the indlvided! or entity that has entered into this Contract with the
Commonwealth, including those directors, officers, partners, managers, and owners having
more than a five percent interest \n Contractor

"Financlal interest® means

1 Ownership of more than 3 five percent Interest In any business; or

¢ MHolding a pasitlan as an officer, director, trustee, partner, employee, or
hoiding any posltion of management,

“Grotulty” means tendering, giving or providing anything of more than nominal monetary
value including, but not limited to, tash, travel, entertalnment, gifts, meals, lodging, loans,
subscriptions, advances, deposits of money, services, employment, or contracts of any kind.
The exceptions set forth in the Governor's Code of Conduct, Executlve Order 1980-18, the 4
Pa Code § 7.153(b}, shall apply.

Mmmediote formly” means a spouse and any unemaacipated child,

“Non-bid basis” means a conteact awarded or executed by the Commonwealth with Contractor
without seeking bids or proposals fram any other potential bldder or offeror,

"Politlcal contributron” means any payment, mift, subscription, assessment, contract, payment
for services, dues, losn, forbearanse, advance or deposit of money or any valyable thing, to a
candidate for public office or o a politiesl committee, including but not fimitad to a political
action cammilttee, made for the purpose of Influpncing aay election In the Commonwealth of
Pennsylvania or for paylng debts incurred by of for a candidate or committee before or after
any election

ENHANCED MINIMUM WAGE

Enhanced Minimum Woge Contractor agrees to pay no less than $10,15 per hour to its employaes for
all hours worked directly performing the services catled for in this Contract, and for an employee's hours
perforrming ancillary services necessary for the performance of the contracted Sarvicas when such
employee spends at {east twenty per cent (20%) of thelr time parforming ancillary Sevvices in 5 grven
work week,

Adfustment Beginalng January 1, 2017, and annually thereaftar, Contractor shall pay s employees
descrlbed In subsectlon 30 a ahove an amount that s ao less than the amount previously i effect,
increased from such amount by the annual percentage increase fn the Consumer Prica index for Urban
Wage Eamers and Clerleal Workers (Unlted States clty average, il wems, not seasonally adjusted), or
Its successor publication as determined by the United States Bureaw of Lebor Statistics, and rounded to
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the nearast multple of $0 05  The applicable adjusted amount shall be published in the Pennsylvama
Gulletin by March 1 aof each year to ba effective the tollowing July 3

Exceptions. These Enhanced Minimum Wage Pravislons shall not apply to employees:

exempt from the minimum wage under the Minimum Wage Act of 1968,
covered by a collective bargaming agreement,

required to be pald a higher wage ynder another state or federal lsw goverming the services,
Including the Prevoiling Wage Act and Pavis-Bocan Act, of

vequired to be pmd a higher wage under any stale or local policy or ordinance.

Noiice, Contractor shall post these Enhanged Mimimum Wage Provisions for the entire penod of the
Contract conspicuousiy In easlly-accessible and wallighted places customarnily frequented by
emplovees at or near where the contracted Services are performed,

Rerords. Contractor must mamtan and, upon request and withuin the time penods reguested by the
Commonwealth, furnish all employment and wage records necessary to dotument complience with
these Enhanced Minlmum Wage Provislons

Sanchions, Fallure to comply with these Eehanced Mintmum Wage Provistons may result In the
Impasition of sanctions, which may Include, but shall not he limited to, termination of the Contract,
nonpayment, debarmant or referral to the Offlce of General Caunsel for appropriate clvil or criminal
referra)

Subcontroctors Contractor shall inciude the provisions of these Enhanced Minimum Wage Provislons
In evary subcontract so thal these prowvisions will be binding upon each svbcontractor

RIGHT-TQ-KNOW LAW

The Pennsylvania Right-to-Know Law, 65 P.S. §§ 67.101—3104, os omended, (“RTKL"} applies to this
Contract For the purpose of this section 31, the term “the Commonwealth” shall refer to the
contracting Commonwealth organization.

I the Commonwealth acads \he Contractor's assistance In any matter ansing out of the RTKL that is
relatad to this Contract, it shail notify the Contractor using the legal contact information provided In
this Cortract The Contractar, at any Ume, may designate a different contact for such purpese upon
reasonable prior written notice to the Commanweaith.

Upen wrltten notification from the Commonwealth that st requiras the Contractor's assistance in
responding to a request undes tha RTKE for Information related to this Cantract that may be In the
Contractar's possassion, constituting, or alleged to constitute, 8 public record 1n accordance with the
RTK! {("Requested Information”), the Contractor shall

Frovitde the Commonwealth, within 10 days after recelpt of written notification, access to, and coples
of, any document or information in the Contractor's possession arising out of this Contract that the
Commonwealth caasonably believes is Requasted information and may be a public record under the
RFKL; and

Pravide such other assistance as the Commonweaith may reasonably request, in order to camply with
the RTKL with respect to this Contract

If the Contractor conslders the Requested Information to Include a request for 3 Trade Secret or
Confidentia! Proprietary Information, as those terms are defined by the RTKL, ar otherinformation that
the Contractor considers exempt from produchion under the RYKL, the Contractor must notily the
Commonwealth and provide, within seven {7) days of recelving the written notiflcation, s written
staterant signed by a represeatative of the Contractor explaining why the requested materisl 1s
exempt from pubiic dlsclosure under the RTKL

The Commonwealth wilt rely upon the wrriten statement fram the Contractor in denylng a RTKL request
for the Reguested Information unless the Commonwealth determines that the Requested Information
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Is clearly not grotected from disclosure under the RTKL Should the Commonwealth determine that the
flequested Information 1s clearly not exempt from disclosure, the Contraclor shall provide the
Requested tnformatlon within ftve {5) business days of recept of wotten notillcation of the
Commonwealth's determination,

if the Contractor falls ta provide the Requasted Information within the time perlod requlred by these
provisions, the Contractar shall indemnify and hald the Commonwealth harmiless for any damages,
panaltias, costs, datriment or harm that the Commonwealth may tncur as a resuit of the Contractor's
failure, Including any statutory damages assessed against the Commonwealth

The Commonwealth will reimburse the Contractor for any costs associated with complying with these
provisions only to the extent aflowed under the Jue schedule established by the Office of Open Records
o¢ as atherwise provided by the RTKL if the fee schedule s mapplicable.

The Contractar may ffe a legal challenge to any Commonweaith decislon to release a record to the
public with the Offica of Opan Records, or in the Pennsylvania Courts, however, the Contractor shall
Indemnify the Commonwealth for any legal expenses Incurred by the Commonwealth as a result of such
@ challenge and shall hold the Commonwealth harmiess for any damages, penalties, costs, detnment
or barm that the Commonwealth may incur as a cesull of the Cantractor's fallure, induding any
statutory damages assessgd agalnst the Commaonwaalth, regardless of the outcome of such legal
challenge, As between Lhe parties, the Cantractar agrees to waive ali nghts or remedies that may be
availahie to It as a result of the Commonweaith’s disciosure of Requastad Information pursuant to the
ATKE

The Contractor's dutfes refating to the &TKL are contlnuing duties that survive the explration of this
Contract and shall continua as long as the Cantractor has Requested Information in ts possession,

THE AMERICANS WITH DISABILITIES ACT
During the term of this Cantract, the Contractor agrees as follows

Pursuant to federal reguiations promulgated under the autharity of The Amerlcans With Disabllities
Act, 28 C F.8 §35 101, st seq,, the Contractor understands and agrees that no Individual with a disablitty
shall, on the basls of the tisablity, be escluded from pacticipation In this Contract or from activities
provided for under this Contract. As a condltlon of accepting antl executing this Contract, the
Contesctor agrees ta comply with the General Prohititlons Against Discriminatlon, 28 CF R § 35,13¢,
and ali other regutattons promuligated under Title 1F of The Americans With Disabiilties Act which ore
applicable to the benefits, services, programs, and attvities provided by the Cammeonwealth of
Pannsylvanla through Contracts with culside Contractors.

The Contracter shall be responsibite for and agreas to indemnify and hold harmiass the Commonweaith
of Penasylvania from losses, damages, expenses clauns, demands, suils, and actions brought by any
party aganst the Commanwealth of Pennsylvania as # result of the Contractor's falture to comply with
the provistons of subsaction 32(a) above,

NONDISCRIMINATION CLAUSE/SEXUAL HARASSMENT CLAUSE

in the hirng of any employee(s) for the manufacture of supplles, performance of work, or any other
activity required under the Contract or any subconlract, the Contractor, each swheontractor, or any
gerson acting on behall of the Contractor or subcontractor shalt not dlscedminate by reason of race,
gender, creed, color, sexua! orlentallon, gender identity or expression, or in violation of the
Peansyivania Human Relations Act {(PHRA} and applicable fedaral laws, against any chttzen of this
Commonwealth who 1s qualifled and availabla to perform the work to which the employment relates,

Nelther the Contractar nor any sukcontractor ner any person on thelr bahalf shall In any manner
discriminate by reason of tace, gender, creed, color, sexual orlentatlon, gendar identlty or expressian,
or In violatlan of the PHRA and applicable federal laws, against or intimidate any employee lnvolved in
the manufacture of supplies, the psrformance of work, or any other activity required under the
Contract

The Cantractor and each sybcontractor shall establish and maintain a written nondisceimination and
sewdol harassment poilcy and shall inform their employeas In weiting of the policy  The palicy must
contain a provision that sexual harsssment will not be tolerated and employees who practice it wili be
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disciplined Posting this Noadlscrimnation/Sexual Harassment Clause conspicuously in easlly-accessible
and well-hghted places customarily frequented by employees and at or near where the contractad
services are performad shall satisdy this requirement for emplayees with an established work site.

‘fhe Contractor and each subicantractar shall aot diseriminate by reason of raca, gander, creed, colar,
sexual ortentation, gender identily or expression, or in vialation of PHRA and applicable lederal laws,
agalnst any subcontractor or supplier who Is qualified to perform the work to which the contract relates

the Contractor and each subcontractor regrasents that it Is presently in compliance with and wilf
mamtaln comphence with all appiicable federal, state, and local laws, regulations and policres refating
to nondiscrimination and sexual harassmeny  The Contractor and each subcontractor further
represents that it has filed a Standard Form 100 Emplayer Information Report {"€E0-1") with the U §
Equal Employment Opportunity Comnussion (YEEQC"} and shall fle an annual EEQ-1 report with the
EEQC a5 required {or employers’ subject to Title VIl of the Civll Rights Act of 1964, as amended, that
have 100 or more employees and employers that hava fedaral government contracts or fist-tier
subcontracts and have 50 or mare employees. The Conteactor and each swbcontractor shall, upan
request and within the {ime penods requested by the Commonwealth, furmish 3l necassary
employment documents and records, including EEO-1 reports, and permit access to their books,
records, and accounts by the contracting ageney and the Bureau of Diversity, inclusion and Small
Business Opportuniittes for purpose of oscertaning compliance with  provisions of this
Noadiscrimination/Sexual Harassment Clause.

The Contractor shalt (nclude the provisions of this Nondiscrimination/Saxual Harassment Clause in
every subcontract so that those provisians applicable to subcontractors will be binding upon each
subcontractor,

Tha Contractor's and each subicontractor's obiigations pursuant to thess provisions are engoing from
and after the effective date of the contract through the termination date thereof Accordingly, the
Contractor and each subcontractor shalt have an abligation to inform the Commonwoalth if, at any time
dunng the term of the contract, It becomes aware of any actlens or occurrences that would resultin
violation of these provisions

The Commanwealth may canced or terminate the Cantract and all maney due or to become due under
the Contract may be forfeited for a vislaten of the terms and conditions of this
Nondiscrimination/Sexual Harassment Clause o gduition, the agency may proceet with debarment or
suspenslon and may place the Contractor n the Contractor Responsibiiity Flle

CONTRACTOR RESPONSIBILITY PROGRAM

The Contractor certifles, for itsell and all its subcontractors, that as of the date of Its execution of this
Contract, that heither the Cantractor, nor aay subcontractors, nor any suppliers are under suspenston
or dabarment by the Commonwealth or any governmental entity, Instrumentality, or authorlty and, i
the Cantractor canngt so certify, then it agrees to submit a weitten suplanation of why such certification
cannot be made,

The Contractor must elso certify, In wrlting, that as of the data of Its execution of this Contract, 1t has
no tax Ratnhties or other Commoanwealth gbligations

The Contractor's obligations pursuant ta these provisfons are ongolng from ang after the Effective Date
of thus Contract \brough the termiration date thereal Accordingly, the Contractor shall have en
obligation to inform the Commonwealth if, at any tme during the term of the Contract, it becomes
dalinquent In the payment of taxes, ar other Commonwealth obligations, or il it or any of Its
subcantractors are suspended or dabarred by the Commonwealth, the federat government, or any
other state or governmental entity Such notHication shail be made within lifteen {15} days of the date
of suspension or debarment.

The fallure of the Contractor to nobfy the Commonwealth of 1ts suspension or debarment hy the
Communwealth, any other stale, or the federal government shall constitute an evernt of defoult of the
Contract with the Commonwealth,

The Contractor agrees 10 reimburse the Commonwealth for the reasonable costs of investigation
tncurred by the Office of State Inspector General for investigations of the Contragtor's compllance with



the terms of this or any cther agreemnent hetween the Coatractor and the Commaonwealth, which
results In the suspension or debarment of the Contractor, Such costs shall include, but shall not be
kmited to, salarfes of Investigators, Including avertime, travel and lodging expenses; and expert withess
and documentary fees The Contractar shall not be responsible for Investigative costs for lnvestigations
that do not result n the Contractor's suspension or debarment

{ The Contractor may obtam a current st of suspended and debarred Commonwealth contractors by
elther searching the internet at httpy//www.dgs.state.pa,us or contacting the;

Department of Genersl Services
Office of Chief Counsel
603 North Office Bullding
Hascisburg, PA 17125
Telephone No.- (717) 783-6472
FAX Mo < (717) 787-9138

35, DEFAULT

a. After praviding no less than thirty (30} days to cure any alleged default, the Commonwealth may,
subject to the provisions of sectlon 42 {Force Maleure), and m addliton to s other sights under this
Contract, declare the Contractor in defaulf by written notlee thereol to the Contractor, snd terminate,
as provided In section 39 (Termination}, the whole or any part of this Contracy, Including 3 purchase
order, for any of the following reasons'

H Fallure to begin work within the time spectfied in the Contract,
it Failure to gerform the work with suffictent lsbor, equipmant, or materlal to ensure the
performance of the specifled services In accordance with the Contract or Contract purchase
crder termy;
1. Fallure to perform the services In accordance with the terms of the Contract;
v Fallure or refusal to rentove matenal, or remove and replace any work or services rejacted as

defective or ynsatisfactory;
v, Discontinuance of work without approval;

vl. Failure ta resume work or secvices, which have been discontinued, withm s reasonable time
after notice to do s0;

Vil insolvency or bankruptcy;
vin Assignment mede for the beneflt of creditars,
% Failure or refusal within ten {10) days after written ootice by the Ogpartment, to make

payment or show cause why payirient should nol be made, of any amounts due for materlals
furnished, labor supplled or performed, for equipment rentals, or for services rendered;

x Failire 1o protect, to répalr, or lo make gond any damage or knjury Lo property; or,
Rl fireach of any material provisions of this Contract
b, In the event that the Commonwealth terminates this Coatract 1n whole ar in part as prowded In section

35,3, above, the Commonwealth may procure, ypan such terms and in such manner as |t determings,
sarvices simiar or {deatical to those <o terminated, and the Contractor shall ba fiable to the
Commonwealth for any reasonable excess costs for such simiar or identical servitas included within
the terminated part of the Contract
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If the Contract 15 terminated in whale or in pant as provided by section 35,3, above, the Commaonwealth,
In addition to any other rights provided in this section and to the extent atlowed by law, may raguire
the Contractor to transfer titte and defiver Immediately to the Commonwealth 1n the manner and to
the extent dlrected by the Depadmant of General Services, such padtislly completed wark, miciuding,
where appiicable, reports, working papers and othar documantation, as the Contractor has specifically
produced or speclficaily acquired for the performance of such part of the Contract 3s has heen
terminated Except as provided below, payment for completed work accepted by the Commanwealth
shall he at the Contract price Except as provided below, payment for partially completed work
including, where applicable, reponts and working papers, delivered to and accepted by the
Commaonwealth shall be In an amount agreed upon by the Contractor and the Department. The
Commahwealth may withhold from amounts otherwise due the Contractor for such completed or
parthally campleted works, such sum as the Department determines to be nacassary to protect the
Commormveaith agalnst loss

The rights and remedies of the Cammonwealth provided in this section shall not be exclusive and are
in additlon to any other rights and remedias provided hy law or under this Cantract.

Tha Commonmwealth's fallure to exerclse any rights or remedles provided 1a this section shali gt be
construed to be a waiver by the Commonwealth of ws nghts and remedies In regard to tha evant of
defaull or any succeeding event of default.

Following exbaustion of the Contractor's administrative remedles as sat forth in section 39
(Termination}, the Contracter's exclusive remeady shall be to seek damages in the Board of Clalms

TAXES- FEQERAL, STATE, AND LOCAL

The Commonwealth 15 exernpt from all excise taxes imposed by the internal Revenue Service and has
accardingly tegistered with the Internal Revanue Service ta make tax free purchases under ragistration
No 23-7400601-K, With the exception of purchases of the fallowing tems, no exemption certificates
are required and none wilf be issued undyed diesel fuel, tires, trucks, gas-guezler amergency vehitles,
and sports fishing equipment  The Cammonwealth Is 3lso exenipt from Penasylvania sales tax, local
sales tax, public ranspartation assistance taxes, and fees and vehicle rentaf tax, The Department of
Revenue regulatlons prowde that exemplion certificates are not required Jor sales made to
governmental entities and rone will be lssued. Nothing [n this section 36 15 meant fo exempt 3
construction contractor from the payment of any of these taxes or fees which are required to be paid
wlith respect to the purchase, use, rental or lease of 1angible personal propedy o toxable services used
ot transferred in connection with the pesformance of 3 constructioh contract,

OFFSET PROVISION FOR COMMONWEALTH CONTRACTS

The Contractor agraes that the Commonweaith may set off the amount of ady state tax hability or other
obtlgation of the Contractor fr Its subsidiaries to the Commonwealth agalnst any paymeants due tha
Contractor undar any contract with the Commonwealth

ACCOUNTING RECORDS 8 AUDIT
Accounting Records

The Contractor shall maintaln, In accordance with generally accepted accounting principles, all
pertinent books, documents, financlal and accounting records and evidence pertalning to the Contract
to the extent and i such detall as necessasy to docurment alf net costs, direct and mdirect for which
payment s claimed under this Contract

Sublect to executlon by the Depariment, or (ts designee, of the Contractor's nondlsclosure agreement,
consistent with the provisions of section 26 {Confidential information), supra, such finantal and
accounting records shall be made avallable for Inspection and copying, upon request, to the
Dagartment, lts designees, the State Inspector General or any authorlzed agency of the Commonwealth
of Pennsylvania at any time duning the Controct period and any exténsion thereof, and for threa (3)
years from expiration date or final payment under this Cantract, whichever [s latar in time

Rught to Audip
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Subyect to execution by the Department, or Its designee, of the Contraclor's nondisciosute agreement,
the Contractor agrees to permit the audit of Its records by the Department, its designees, and the State
Inspector Genecal. Al bililngs, costs, and financial accounting records, solrce documentation, data
systems, programs, applications, project planning summarles, and field summartes, wili be available for
audlt, examinatlan, Inspection, and copylng The Cammonwealth and the Department reserve the right
to perform at their sole discretion, additional audils, Including but no Himited to, audlts of a
financial/compilance nature, economy/efficlency, securily program cesults nature, or limited scope
audits Additionally, the Commonwealth and the Department also reserve the right te wnspact and copy
sny of the Contractor’s third-party auditor's reports and managament {etters.

The requirements of this section 38 {Accounting Records and Aydit) shall alse apply to third party
cohtractors,

TERMINATION
The Department may terminate this Contract:

if, because of legislehve or other governmental changes or lack of funiding, conbinuation of Lottery
Games shall be determined by the Department hot to be In the bast interests of the Commonwealth
Such teratination shall be effected by the Department sending nofice fo the Contractor In writing of 1ts
Intention to terminate this Contract at least thirty (30) days prier to the ternination date, Any written
natlce provided herein shall spacily the sectlon of this Centract on account of which termination 1s being
mada and the date on which such terininatlon becomes effective,

For default urder section 35 [Delault), supra, by the Department sending written notice at least thirty
{30) days prior to the termination dale Any written neotice provided hareln shall specify the section of
this Contract on accaunt of which termination 15 being made and the date on which such termination
heromaes effective,

By sending to the Conlractor at least thisty {30) days' prior written nollce that it will terminate the
Contract due to the Contractor's nonperformance or inadequate performance uniess the Contractor
adequately remedles its nonperformance orinadequate performance during such reasonable perind as
the Departmant shall have specified

For the convenlence of the Commonweaith by sending wiitten notlee to the Contractor at least slx (6)
months prior to the termination date

In the event of termination uhder section 39 d above, the Contractar shall raceive retmbursement for
the cost of any materlals, services, or other expenses reasonably and actually incercad ot the ime of
veceipt of notification of cancelfation snd not otherwise usable or recoverable by the Contractor and
costs of closing down the Licensed Software and Services Subject to Contractor's proviston of the
transstion services and ali related costs, the Contractar, uponrecelpt of aotice of termination, shall take
all steps necessary 1o mitigate costs and expanses payable under this section

TRANSITION SERVIGES

It is contemplated that the Lottery wili award a new contract for iLottery and Lottery-related services
approximutely one (1) year prior to the expiration of this Contract Tha Parties understand and agree
that the Lottery may utHize the tast 180 days of ths contract for conversion to the sithsequent iLoltary
system provider, Contractor shall take all necessary and appropriate actlons to accemplish a complete,
timely and $eamtess transition of any Services from Contractor to the Cornmunwealth, or to any vendor
designated by the Commonwealth, withaut materlal Interruption of or materal adverse impatt on the
Services. Contractor shall conperate with the Commonwealth and any new contractgr and atherwise
promptly take all steps required or reasonably requested to assist the Commonwesith in effecting a
complete and timely trenstion of services

Within 180 days of the EHective Date of this Contract the Parues shall davelop a mutually agreed upon
contract converston plan ("Contract Conversion Plan"l, which the Parties may be requiced to update
subsequently.

in additien to any Lottery Costs and SGI Costs, any provision of the Licensed Softwsre and Servicos
tenderad after the fast 180 days of this Contract shali be berne i full by the Lottery.

.24



41,

42,

43.

44,

45.

46,

a1,

SERVICE LEVEL AGREEMENTS

The Coentractor shall comply vith the procedures and requiremeants of the Service Level Agreaments, if
any, which ara made part of this Contract, and which are attached as Appendix 7

Whera there are expressly deflned Service Levels, Contractor shall measure and repart Its performance
agalnst these standards on at least a monthly basls, extept as may otherwise be agreed between the
parties Regardiess of the prasence or abseace of expressly deflned Service Levals but subject to the
other provistons of this Contract, incliding Force Majeure; any {atlure to adequately or timely perform
a Senvice may result wn consequences under this Contract, up to and Ingluding Contract termination.

The Lottery's acceplance of Service Leval Cradit shall not bar or tmgalr Lattery’s rights and remedies In
respoct of the faflura or raot cause as set forth efsewhere in this Contract, Including without lnwtation
ather claims for Hauidated damages, Injunctive rafief and termination rights; provided however, Service
Level Credits pald would be credited against any such claitns for damages.

FORCE MAJEURE

In this tontract, “force mojeure” shalt mean any cause praventing elther party from perforing say or
all of its obligations which arises from or Is attrthutable to strikes, lock-outs or other industeial disputes,
nuclear accident or acts of Gad, war or tasrarist activity, mot, clvil commotiun, maticlaus damage,
scident, breakdown of plant or machinary, fire, flood, storm or dafault of suppllers or sub-contractors
and, where they are beyond the reasonable control of the parky so prevented, any other acts, events,
omissiens or accldents.

Nelther the Contractor nor the Department shall be liable to the other for any deiay in or foilure of
performance undar this Contract due to 3 force mazeure Any such delay In of {ailure of perdormance
shall not eanstitute default or give risa to any labillty for damages. The anistence of such causes of
defay or tallure shall extend the period [or parformance to such extent as reasonably determined by
the Secretary to be necessary to enable complete performance by the Contractor if reasanable diligence
Is exercised by Contractor after the causes of defay or farure have been removed

SOVERE(GN IMMUNITY

No provision of this Contract may be construed to walve or fimit the soverelgn immunity of the
Commonwealth of Pennsylvania or its governmental sub-units

GOVERNING LAW

This contract shall ba Interpreted in accordance with and governed by the laws af the Commonweaalth
of Pennsylvania, without giving effect to its conflicl of law provisions Except as set forth in section 49
{Miscellaneous), Commanweaith and Contractor agree that the courts of the Commanwesith of
Pennsyivania and the federal courts of the Middle District of Pennsylvania shall have exclusiva
Jurisdiction ovar disputes ynder this Contract and the resolution thareof Any legal action relating to
this Contract must be brought in Dauphin County, Pennsylvania, and the partles agree that junisdiction
and venue In such courts 15 gppropriate,

CFFICIALS NOT TO BENEFIT

No official or employee of the Commonwealth and no member of its Genesat Assembly who exercises
gny functions or rasponsibliities under this Contract shall partictpate In any declslon relating to this
Contract which affects thelr personal interest or the interest of any corporation, partpership, or
assocration In which they are, directly or Indirectly, Intarested, nor shall any such official or emgloyee
of the Commonwealth or member of its General Assembly have any interest, direct ar Indiract, m this
Contract or the pracedds thesaof

PUBLICITY/ADVERTISEMENT

The Contractor shall not issue news releases, internat postings, advertisements, endorsemants, ar any
other public communization without prior written approval of the Commonwealth, and then only m
caordinaton with the Commonwealth This sncludes the use of any trademark or logo

NS 1075 PUBLICATION
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Contractor shall comply with the requirements of Internal Revepue Service Publicatton 1075 —~ Tax
informauon Secunty Guldeilnes for Federal, State, and Local Agencies, including any amendments or
revisians thereto, where applicabie. A copy of the current [RS 1675 Publication is aitached hereto as
Appendix 8.

END USER LICENSE AGREEMENT

The Partles acknowledge and agree that ust of tha Licensed Software ang certain third-partiss seryices
in pecfarmance of this Contract require End Users ta acknowledge and agree ta cenain requirements
for the use of that software and thoss services, as determined hy the Lottery and the Contracior
thareinafter referred to as tha “End User License Agreement” o1 "EULAY),

The Lottery and Contractar agree to devetop the £nd User License Agreement prior to March 30, 2018,
The End User License Agreament may be modified on an ongoing basls to Include changes in the law,
tegulations, Lottery policy, peseral errors and/or capabilities of the Licensed Software and related
saryices,

Amgong other standard and customary terms, the £nd User License Agreement, (1) shall state that all
disputes related to iollery will be governed by Pennsylvania faw, (2} will not require End Usars to
submit to arbitration for any dispute related to lloktery, or any other provislons that otherwise Hmits
the End User's dispute resoletion options; {3) shall reflect that afl decisions related to an End User's
iLottary account, including, but not hmited to, whether to open, susgend, or ¢lose an agcount will be
determined by the Lottery; [4) will require the End User 1o abide by and adhere to the laws of the Umted
States and the Commonwealth of Pennsylvania while utifizing the Licensed Software and otherwise
participating In lLlottery; and (5} will include any other provislons required under the Ilpttery
reguiations

MISCELLANEQUS

Assignment Except as otherwise provided In the Contract, the partles’ rights and obiigations under this
Contract will not be assigned or transferred without the consent of the other party  Any purported
transfer or assgnmentn violation of this Sectlon will be void and will have no effect  The provisions of
this Contract are binding upon and for the beneilt of the parties and ther respective successors-in-
Interest and permitted ssslgns and transferees and not far any other person except as otherwise
specifically provided hareln.

Entire Controct This Contract constitutes the entlre agreement and understanding of the partles
relating to the subject matter of this Contract and supersedes sny previous agreement ar understanding
betwean the pariies in relaton to such subject matter

Severabliity. if any provision of this Contract Is held tnvalid, Hlegal or unanforceable for any reason hy a
caurt of competent jurisdicizon, such provislon shall be severed and the remalnder of the provislons
hereof shalt continue in full foree and effect as if this Contract had been executed with the Invalid, legal
or unenforceable provislons efiminated In the event of a holding of invalidity so fundamental so as to
prevent the accomplishment of the purposes of this Contract, $Gt and the tattery shall Immediately
commence good faith negotiations to remedy such wwalidity

Natice Notlees and other cammunications required or permitted to be glven under this Contract shall
be 1n writing and shall be deemed eflective upon delivery ko the Party to whom addressad by [i) express
caurier with verification of actual recerpt, or [Il} facsinule with cenfirmation of recelpt geaerated by the
sending device, or () by cerufled mall, returs recelpt requested, Al natices shalt be sent to the
following address:

For 5GIt For the Department ar Lottery:
Scientlfic Games International, Inc. Secretary of Revenue
1500 Bluegrass Lakes Parkway Oepartment of Revenue
Alpharetta Georgla 30004 Department 251100
Attn, Jim Kennedy Strawberry Square

Harclsburg, Pennsylvania 17128-1100
Facslmiie No.: 678-297 5118 Facsimille No « 717-787-3930
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With a copy to AND

Saentiflc Games International; Inc. Executive Director

6601 Bermuda Road Pennsylvama State Lottary

Las Vegas, Nevada 89119 1200 Fulling Mill Road

Attention: Legal Department Middintown, Pennsylvamia 17057

Facsimile No, 717-702-8024

Independent Cantractors |t ls agreed that the relationshlp between parties Is that of independent
cantractors, and nothing contatned In this Contract shall be construed or implied to create a
refationship of jolnt ventures, agent end principal, employer and employee, or any relationship other
than that of independent contractors. Atno time shail either party make any commitments or Incur any
charges or expansas for or in the name of the other party, save and except as set out heren

Walver. In np event will any delay, fallure or omission {in whele o7 1n part) In enforcing, exerclsing or
pursuing any right, power, privilege, claim or remedy conferred by or anslng under this Contract or by
law, be deemad to be or construed as a waver of that or any other right, power, privilegs, claim or
romedy In respact of the clrcumstances In quaestion, or operata so as tq bar the enforcement of that, or
any other nght, power, privilege, clalm or cemady, in any other Instance at any Hme or times
subsequantly.

Disputes In the avent that any dispute arlses batween the Parties with respect to the performance that
i5 required of the Contractor under this Contract, the Depariment shall make a determination in writing
of 1ts Imarpretation and shall send the same to the Contractor, That intecpratstion shalf reference this
paragraph of the Contract and shall be final, conclusive and unreviewable In all aspects, unless the
Contractor within thisty (30} days of the recelpt of said writing delivers to the Secrelaey of Revenue or
his duly authorizad deslgnee a written appeal, Subject to applicable (aw, the decision of the Secretary
{or sald deslgnee] on any such appeal sholl be final and concluslve and the Coatractor shall thereafter
with gaod faith and diligence render such performance as the Department or Secretary has determined
Isrequired ol it The Contractor's sole optlons with respeat to any such deasfon shall be either

I to accept sald dacision as & correct and binding Interpratation of the Contract; or,

I ta make such a clalm as It may deslre to the Commonwaesith's Board of Clalms, pursuant to the
Act of May 20, 1937, P.L. 728, No 193, as amended, (72 P.5. § 4651-1 et seq.),

Pending a finai judictal resolution of any such claim provided to said Board, the Contractor shall proceed
diligentiy and In good taith with the perfarmance of this Contracl as interpreted by the Dspartment ang
the Department shall compensate the Contractor pursuant to the terms of this Cantract,

Contractar acknowledges that this Contract was entered lnte on a no-bld basls pursuant to the
pravislons of the Act As such, the Contractor acknowledges and agrees to at all times exerclse due
dlligence with respect to the subrontractors it chooses and agrees to at all times negotiate the bast
price possible for the Supphes and Services which constifute Lottery Costs as those costs are passad
thraugh to the Commonweakth

{REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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IN WITNESS WHEREOF, the Parties have exacuted this Contract en the EMective Date

COMMONWEALTH OF PENNSYLVANIA SCIENTIFIC GAMES INTERNATIONAL,
DEPARTMENT OF REVENUE INC.
Ol bl oot gl Poetp( spome
C Banlet Hasgsell Date Patrick MecHugh Date
Secretary
Department of Revenue

Senfor Vice President,
Global Lottery Systems

Chlaf Counsel
Depariment of Revenug

PC\M\LOB—J Cmaﬁﬂ ’//aff//g

Office of Genaral Counsg)

Attarney General

Certified s to Avallability of Funds:

Slio[1$

Comptroilar Operations
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APPENDIX 1
PEFINITIONS

“API" means proprietary application program interface(s) developed and defined by SGI that outline
routines, data structure, object classes, and protocols that allows the Lottery using the Licensed
Software to interface other Lottery's systems with SGI's external systems;

“Acceptance Date” means the date that the Lotiery Is deemed to have accepted the Licensed Software,
in accordance with the Implementation and Acceptance Plan;

“Acceptance Testing” is the carrying out by the Lottery of reasonable tests agreed between $Gl and the
Lottery to which the Licensed Software are to be subjected;

“AppHcable Law” means all laws of any junisdiction that are applicable to this Contract, to any of the
parties hereto, or to any activity of any of the parties hereto, as amended and In force from time to
ume, and the rules, regulations, ordars, licenses, or permits issued thereunder, including, without
limitation, any rules, regulations, orders, licenses, and permits of the Commonwealth;

“Bet” means one play for a specified Lottery drawing of an iLottery game;

“Bonuses” means bonus costs incurred by the Lottery (including but not mited to free play, bonus
money on deposit, bonus money on registration, and bonus-based loyalty programs);

“Business Day” means any day that Is not a Saturday, Sunday, or a public or bank haliday in the United
States;

“Central System” Contactor's hardware and software systems located at its production data center to
operate the iLottery system;

“Chargeback” means all amounts paid or returned to finanglal institutions as a result of disputed or
fraudulent financial transactlons asscciated with Bets.

“Commercial Launch” means the date that the Licensed Software goes Live, which the partles have
agreed to be 01 May 2018 or such later date as mutually agreed by upon by the partias;

“Commonwealth” as defined in the introductory paragraph of this Contract, except as the context may
clearly indicate, Commonwealth includes the Department and the Lottery, and Department and Lottery
Includes Commonweaith;

“Confidential Information” other than section 29{Contractor Integrity}, where confidential infarmation
Is specifically defined solely for that section’s purpose; inciudes all information, m whatever medium,
relating to the trade secrets, operations, processes, plans, ntentions, technical data, product
information, know-how, designs, market opportunities, transactions, affairs or business of a party orits
customers, clients, suppliers, holding companies or subsidiaries; all information relating to the Licensed
Software, including its related Documentation, the terms or subject matter of this Contract; and the
negotiations relating to this Contract. Confidential Information specifically includes player identifiable
information as defined under 4 Pa.C.S. § 503(d) and lottery confidential proprietary informatlion as
defined under 4 Pa.C.S § 503(e);

“Bata” means any recorded information, regardless of the form, the media on which It Is recorded, or
the method of the recording;

“Deployment” means making a Game avarlable on OPS to the public for play by End Users in return for
payment of money or money's worth;

“Developed Works” means all of the fully or partiaily complete property, whether tangible or Intangible
prepared by the Contractor for ownership by the Commonwealth in fulfiliment of the requirements of
this Contract under Section 4.e.i;

"Davelopment Services” means software development services prowvided by SGI on a Project basis to
develop bespoke software for the Lottery;
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"Documentation” means the documentation, specification, information, directions, explanations, and
similar material relating to the Licensed Software suppliad by 5G| to Lottery from time to time under
the terms of this Contract;

"End User” means a person wha accesses the Licensed Software via the Wabsite or otherwise and who,
where the context permits, Is the subject of End-User Data;

“End-User Data” means the names, addresses, e-maill addresses, player identification, telephone
numbers, gaming history, credit and debit card numbers, bank account numbers, social security
numbers or natwonal ID number, PIN (Personal (dentification Number} numbaers, passwords, credit
irnits, account balances, deposit and withdrawal amounts, and account hustory of the End Users, and
any other Personal Data provided by End Users in connectlon with their use of tha Licensed Software
and other information that Applicable Law requires to be held or stored with respect to an End User:

“EULA” or “End-User License Agreement” means the license agreement to be developed by SGi and
the Lottery and as described In section 48 of the Contract between the Lottery or any Lottery Retaller
and End-Users that establishes and compnses the End-User’s rights to access and use the Licensed
Software;

“Effective Date” means the date the Contract has been fully executed by the Cantractor and all
approvals required by Commonwealth contracting procedures have been ohtained;

“Front-End User Interface” means the software visible to the End User on which End Users can access
and use the Licensed Software;

“Gamael{s)’ means a computer-based lottery wagenng game comprising the Game Package owned by,
or licensed to, 5GI and delivered to Lottery pursuant to this an Order Form (including, iLottery Games
SGI's gamas, Internet Instant Games, build your own scratch games, Third Party Games and Third-Party
Branded Games as per context};

“Game Name" means the headline name or main title of a Game;

“Governmantal Authority” means any governmental, judicial, or regulatory authority having
jurisdiction over this Contract, any of the parties hereto, or any activity of any of the parites hereto,

“Gross Gaming Revenues” means all monies recelved from end-users in respect of Bets,

“Hesting Services” means, where applicable, those Services described at Appendix 6 {(Hosting Services);

“ILottery” means system authorized under the iLottery Law for distributing lottery products via
numerous channels that include, but are not limited to, web applications, mobile applications, mobile
web, tables and social media platforms, including the OPS;

“iLottary Game" means internet and mobhile instant lattery games and other lottery products that the
Department is authorfzed to operate under the Act but does not include games that represent physical,
Internet-based or monitor-based interactive lottery games which simulate caslno-style [ottery games,
spectfically including poker, roulette, slot machines or blackjack;

“Internet Instant Game” or "elnstant” means a lottery game of chance 1n which, by the use of a
computer, tablet computer or other moknle device, a player purchases a lottery play, with the result of
play being a reveal on the device of numbers, letter or symbols indicating whether a lottery prize has
been won according to an established methodology as provided by the lottery;

“Intellectual Praperty” or “Intellectual Property Rights” means any and all intellectual property rights,
of all types or nature whatsoever, including, without limitation, patent, copyright, design rights,
trademarks, data base nghts, applications for any of the above, moral rights, know-how, trade secrets,
domaln names, URLs, trade names, Twitter handies, or any other intellectual or industnal property
rights (and any licenses i connection with any of the samae), whether or not registered or capable of
registration, and whether subsisting In any specHic country or countries or any other part of the worid;

KYC" means know your customaer;
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“Licensed Software” means the software described In Appendix 2 and the Games, including any
Updates thereto, supplied by 5GI {(whether owned by 5GI or licensed from a third party) to the Lottery
from time 1o time;

“Live” use of a part of the Licensed Software aor a Game by End Users In a live environment for the
purposes of processing Bets other than for test purposes;

“Lottery Costs” means the amounts payable to $GI by the Lottery in constderation of the third-party
goods, licenses, or services to be provided by SGI to the Lottery as set out in Appendix 4 and I any
Order Form for the provision of software or sarvices;

“Lottery Retaller” or “Retailer” means an established business in privity with the Lottery to sell iottery
products;

“Net Gaming Revenue” or “NGR” means, In respect of a month, Gross Gaming Revenues less {i) Payouts
{it) Bonuses; and (i) Chargebacks;

“Object Code” means any camplled, assembled, or machine executable version of the Licensed
Software, or any part thereof;

“0GS" means Open Gaming System, SGV's proprietary platform aggregator of digital game content
serving the U.S. Lottery market. The platform serves digital games to individual OPS platforms for each
Jurisdiction. The OGS contains a suite of software files comprising the Source Code and Object Code of
an mteractive wagering game, ncluding s game logic and game engine, necessary to operate or
maintaln a Game; transactions systems; reporting functionality; and other related applications that
facilitate the interoperabllity of Games with one the DPS;

"0OPS"” means Open Platform System, SGI's internet-based gaming platform that includes an End User
account database, bonus management, payment processing facility and an AP layer for third party
integrations,

“Order Form” means a Lottery order for additional products or services, that hsts any apphicable Lottery
Costs or Third-Party terms and conditions;

“Payouts” means any amounts payable as winmings to end-users i refation to the iLottery;

“Problem Escalation Procedure” means Contractor’s operational procedure defining process
management of the ilottery system production incidents, including severity levels of production
incldents, escalation and communications process based en incldent severity,

“Project” a project to perform certain Development Services agreed to be provided by SGI to the Lottery
in accordance with the terms of this Contract and the applicable PID;

“PID” a praject information dacument prepared by SGI in its standard form including a description of
the relevant Project and deliverables and charges together with any particular technical or functional
specifications, requirements, dependencies, implementation plans, and/or agreed milestones for the
Praject;

"$Gl Cost” means a cost incurred for the provisian of iLottery pursuant to thig Contract which may only
be passed through to the Commonwealth pursuant to the terms of Appendix 4 {charges):

“Secretary” the Secretary of the Department of Revenue, Commonwealth of Pennsylvania,

“Service Level Cradit” means a credit granted to the Lottery which may be applied toward future
purchase of product or services from the Contractor;

"Services” means any servicas to be provided by SGI, directly or through subcontractors, as set out in
Appendix 2 (Work Statement) to this Contract, as same may be amended, modified, updated and
revised from time to time by mutual wnitten agreement of the parties;

“Seftware” means a collection of one or more programs, databases or microprograms fixes In any
tangible medium of expresston that comprises a sequence of Instructrons (source code) to carry out a
precess in, or convertible into, a form executable by an electronic computer {object code};




Zr.

aaa.

bbb,
cec.

ddd.

aea,

gee.

hhh.

LA

“Soft Launch” means a beta-test launch of the Licensed Software on 13 April 2018, or prior to
Commercial Launch if such date is extended by mutual agreement of the partles;

“Source Code” means the human readable form of the Licensed Software;

“Specification” means a detailed specification of the functionality and other features of a Game or all
or part of the Licensed Software,

“Support Services” means, where applicable, those Services described at Appendix 2 {Work Statement);
"Territory” maans the Commonwealth of Pennsylvanta;

“Third-Party Game” means any Game designed and dewised in which all Intellectual Property is owned
by that third party, and which 1s licensed to SG! and integrated with the 0GS;

“Third-Party Branded Game” means a Third-Party Game that incorporates Intellectually Property
owned by another third party other than that supplying the Third Party Game,

“Third-Party Game Terms” means in each case, the additional terms and conditions governmg Lottery’s
use of any Third-Party Game or Third-Party Branded Game, as may be in effect from time-to-time;

“Updates” means any enhancements, modifications, additions, translations, compllations, or updates
to the Licensed Software, including additional games software or applications refating to the Licensed
Software, supplied by 5Gl to Lottery;

“Website” means the websites of Lottery and its Lottery Retailers and any replacement or successor of
such websttes or additional websites on which End Users can access the Licensed Software, including
but not limited to, downloadable software applications and web-based applicatfons that communicate
with or through the website and any replacement or successor of such websites or additionat websltes
on which End Users can aecess the Licensed Software Such websites shall include the EULA as described
in section 48; and

“White Label Site” means any online gaming site operated by the Lottery and which has its own URL
and a third party's name and branding but which Is operated In afl material aspects by the Lottery or
Lottery Retailers as an “approved brand” endorsed upon the Lottery's on behalf of that third party
Lottery (“White Label Party™).
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APPENDIX 2
WORK STATEMENT

SGI undertakes to furnish the Licensed Software and Services as set out in this Appendix 2. Any and s/l software
licensed under this Contract shall be the then current versions as of 31 December 2017, The software will
replicate an Instance of existing standard products configured for the player user interfaces to be branded for
the Pennsylvania Lottery through the existing content management system. To accommodate the defined
launch dates, parties have agreed to hmit change to the system and operations for Jaunch, and some
requirements may be deferred to post-launch for implementation subject to section 7.h of the Contract

L SOFT LAUNCH DELWERABLES

a. 0On or before the Soft Launch $GI shall prowvide the following software,

i. OPS - Open Platform Syster: Implementation of the core Player Account Management (PAM)
platform for managing internet Bets, player account information and wallet. SGL will provide
the standard OPS platform configured for Pennsylvania Lottery parameters;

. 0GS— Open Gaming System: Implementation of the digital scratch game integration platform.
OGS houses Sclentsfic Games game content, and integrates third party game content.

m. OPS’s standard Front end User Interface (Portal}; and

iv. Busmass Aralytics Suite or Bl — replicated live production for "real-time” web viewlng of
Lottery's performance, Features include dashboards, reporting, ad hoc queryng and
integration with third-party marketing tools for both acquisttion and retention, SG will provide
the existing product Interfaces to third party toals.

b On or before the Soft Launch, 5G shall provide the following Services
1 buald-out of the Front-End User Interface;
n integrate the Front-End User Interface with OPS;

il install and configure the OGS and provide the OPS existing Lottery customer relations
management (“CRM"} functionality;

W, hosting services for OPS and OGS as more fully descnbed in Appendix 6;

v. provide the Games set out In the Order Form which conform to the Lottery’'s requirements
and which have been certifted by a third party to ensure that the Lottery's specifications for
the game have been met;

vl Mabile App and Single Sign-On Integration {integration of associated lLottery responsive web
page/functionality and registration for purchase and gameplay within app and VIP Players
Club}; SG will integrate the appropriate player registration process, web pages, and digital
scratch game content within the VIP Players Club, and the existing mokile application to
support itottery functionality for game purchase and play. Since the mobile application
displays the responsive web pages for the VIP Players Club, integration of single sign-on,
upgraded registration with KYC verification, digital scratch game purchase and play, will oceur
from both the desktop and the moblle application as part of this integration,

Vit with the caoperation of Lottery, create and impltement a [aunch plan for the Licensed Software
and a road map for future development consistent with any project development plans agreed
between the parties;

ik, configuration of the Licensed Software;
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contract and integrate with ail necessary or reasonably required subcontractors or third-party
vendors {e.g. payment processors, KYC, geo-location, third-party game suppliers). For launch,
integration wilt be with existing third party suppliers as hsted in Appendix 5 {Third Party
Software Vendors and Suppliers);

SG shall populate a team of SGi employees dedicated ta manage the turnkey ilottery Services,
as described herein, leveraging existing SG support teams, and coordination with the Lottery
and Lottery’s advertising contractor to perform their functions,

SG will provide the tools and guidance to offer retailer incentives and cross promotion
potential between retaill and online (1.6 Affiliate Program as provided by Income Access; ability
to provide the Lottery methods to incent thelr Retailers to promote the ilottery and wice
versa),

56G shall provide the tools and assistance, as agreed to and approved by the Lottery, to meet
the requirements for claims, tax withholding and debt offsets; and

5G shall provida the Lottery with access to reports related to Lottery’s system including reports
generally provided by SG and ad hoc reports generated by and at the request of the Lottery;

Turnkey iLottery Managad Product Services: SG will establish a local turnkey managed services
account team in Harnsburg The team will coordinate with the Lottery and its ad agency on
overali account planning and program management, leveraging $G's ILottery existing support
teams as defined below.

1. Product Management - Manages the product roadmap of new features,
functionality, payment providers and maintenance updates, Manages games
roadmap, launch plan and fayout on the site,

2. Customer Service -24/7/365 End User phone, emall, and chat support.

3. KYC & Fraud Management - Personnel, process, and procedures to detect,
mitigate, or prevent underage use of the Licensed Software and fraud or other
THegat behavior ncluding AML. Proactive momitaring of behavior and velaclty of
deposits/withdrawals,

4. Payments - Full turnkey service payments solutlon, for all deposits and withdrawals,
estabhish commercial agreements with both the bank{s} and required payment gateways
and providers, Offer integration with all relevant payment providers Including: ACH;
Credit Card; Sightline; Mazooma; Nettaller; Paypal; and PayNear Me subject to third
party contract and compliance execution Payment faes are the responsibility of the
Lottery.

5. Responsible Gaming Tools — Full turnkey responsible gaming solutions for End Users
which include seif-excluston capabilities for End Users which comply with the iLottery
Law, regulations, and Lottery processes and procedures related to the Lottery self-
excluslon program, Responsible gaming tools shall also mclude indwidual End User time,
deposit and spend hmits

Turnkey Lottery Managed Services.

1 Account Management - Key account haison working across all functional areas
of product, technology and maraged services

2. Acquisition Management - Provide the guldance, resources and tools {internat
and integration to third partes to acquire new customers (End-Users) through
marketing activity coordinated with the Lottery and where applicable thelr ad
agency

3. Retention Management - Provide the guidance, resources and tools {internal
and integration to third parties) to monetize and engage existing customers



through marketing activity coordinated with the Lottery and where applicable
Lottery's advertising contractar;

4, Cantent Management- provide the gutdance, resources and tools {internal and
integration to third parties} to manage content through multiple channels
including website, moblle applications and social media in coordination with
the Lottery and where appiicable Lottery's advertising contracter;

5 Campaign management - guidance, resources and tools (internal and
mtegration to third parites} to manage End User campaigns, promotions and
bonuses across all channels and configure such campaigns n the OPS and
where requlred across third party providers.

6. Creative - The coordination and development of creative content, either
separately or in conjunction with the Lottery's advertising contractor, for
multiple channels on both external and internal channels, such as TV, Online
publishing, social media, website and mobile apps.

2. POST COMMERICAL LAUNCH ROADMAP
a. After Commercial Launch, SG shall provide the following Software and Services to be mutually agreed
by the parties:

L Monthly Internet instant Game releases;

il Develop and implement the iLottery Retall Voucher (also referred to as “web cash”) which can
he generated from the Lottery’s then existing vending equipment, except ITVMs, which meets
the requirements of 4 Pa C.5. §503 (g} (relating to iLottery game cards) and any corresponding
regulations and requirements as set forth by the Lottery by a date to be determined by Lottery;

iR Develop and wmplement an OPS-integrated solution for legally required tax withholding and
debt offsets, as agreed to and approved by the Lottery, and for which Lottery shall bear no
¢ost, fae or ather remuneration, and which shall be designed, developed and implemented no
later than October 29, 2018.

iv. Draw and monitor games integration as specified by the Lottery, and

V. At the Lottery’s option and as agreed by the SGI, custem development work on a time and
materials basis, or add-on product, module, or system, [I e enterprise business Intelligence
solutions or functionality). Such time and materials work will be done at SGI's then prevatling
rate or at the rate negotiated by the parties at that ttme and certain products, moduies, or
systems may be subsect to an additional fee,

b. After the Commercial Launch, SGI shall provide the following Services in additton to those listed above:

i Penetration Testing Standard penetration tests conducted by Lottery not more than once in
any twelve month perfod during the Term, Any agreed upon remedial actions to be taken by
SG! shalt be completed within the mutually agreed time period,

i Maintenance Controls. Meet with Lottery as reasonably requested to review the performance
of the Licensed Software and the Services provided in order to meet current and future Lottery
demand. If mutually agreed, the parties shall adjust the Services and performance of the
Services, Such reviews may include:

1. business and technical forecasting te understand Lottery demand;
2 performance review of monthly reports and capacity management planning;

3 load testing;

4

scaling plans to support peak times;




5. backup restore testing, and

6 disaster recovery fallover testing.



APPENDIX 3




APPENDIK 3

PA implemantation Timeline

Third Party Contract and Execution (Payments, KYC, 105 days ) Jan. 1 Apr. 16
Geo-location)

Commerclal Launch
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APPENDIX 4
Charges
SGI FEES

In considaration of the provision of its proprietary Licensed Software and Services, excluding the Lottery
Costs due from time to time, the applicable fees due and payable to SGI shali be ZERO DOLLARS.

LOTTERY COSTS

The Lottery shall be responsible for paymaent of any and all Lottery Costs. SGI shall pass through such
amounts at cost and without mark-up. The parties acknowledge that the Lottery may pay certamn costs
directly as noted below.

As of the Effective Date, the Lottery Costs, estimated for planning purposes only and are impacted by
requirements and volume, are set out as follows: :

i. Third-Party Game fees ar royaities - 7%-10% of NGR/monthly;
il, Third-Party Branded Game fees or royalties - to be determined based on individual games;

Hi. Prizes - paid directly by Lottery;

W, Payment processing services - 6% of NGR;
V. Banking services and fees - 035% - .1% NGR;
VL KYC & Geolocation costs - 1.4% of NGR;
R Advertising - paid directly by Lottery;
viii. Bonusing - paid directly by Lottery;
iX. Marketing services gother than the SGl employee costs) - 1.6% NGR; and
x. Promotions, including 3rd party services performing affihate management, digital advertising,

player acqusition and engagement - 0.9% of NGR. .
X, Chargebacks 3%-4% of Gross Gaming Revenues;

Prior to any product or Service that includes a Lottery Cost going Live, such additional $GI Cost shall be
submitted to the Lottety for approval, and  s0 approved shall be add to the Lottery Costs If
disapproved SGI shall have no obligation to provide such product or Service and it shall not go Live,

BILLING REQUIREMENTS

Unless the Contractor has been authanzed by the Commonwealth for Evaluated Recelpt Settlement or
Vendor Self-Invoicing, the Contractor shall Include In all of #is invoices the foliowing minimum
information:

I Vender name and “Remit to” address, including SAP Vendor number;
i, Bank routing information, f ACH;
i SAP Purchase Order number,
v, Delivery Address, including name of Commonwealth agency;

v. Description of the supplies/services dellvered in accordance with SAP Purchase Order (include
purchase order line number If possible);
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VL Quantlty provided;
vii, Unit price,
wii, Price extension;
X Total price; and
X Dellvery date of products or Services,

If an invaice does not contain the mimmum information set forth in this section, and comply with the
provisions located at http://www budget.pa.gov/Programs/Pages/E-Involcing aspx, relating to the
Commonwealth E-Involeing Program, the Commonwealth may return the Tnvoice as improper. If the
Commonwealth returns an invoice as improper, the time for processing a payment will ba suspended
until the Commonwealth receives a correct invoice. The Contractor may not receive payment unti! the
Commonwealth has received a correct invoice.

PAYMENT

Payment Date. The Commonwealth shall put forth reasonable efforts to make payment by the required
payment date The required payment date 15:

the date on which payment 1s due under the terms of the Contract;
thrty (30) days after a proper Invoice actually 1s recelved at the “Bill To” address If a2 date on

which payment is due is not specified in the Contract {2 “proper” invoice 15 not recelved until
the Commonwealth accepts the service as satisfactorily performed); or

. the payiment date specified on the invoice if later than the dates established by subsections

1ii.

(al{i} and {1}, above.

Delay; Interest. Payment may be delayed if the payment amount on an invoice 1s not based upon the
prica(s) as stated in the Contract. if any payment Is not made within fifteen (15} days after the required
payment date, the Commonwealth may pay interest as determined by the Secretary of Budget in
accordance with Act of December 13, 1982, P.L 1155, No. 266, 72 P. S. § 1507, (relating to interest
penalties on Commonwealth accounts} and accompanying regulations 4 Pa. Code §§ 2,31—2.40
{relating to Interest penalties for late payments to qualified small business concerns).

Payment should not be construed by the Contractor as acceptance of the Service performed by the
Contractor The Commonwealth reserves the nght fo conduct Further testing and mspection after
payment, but within a reasonable time after performance, and to reject the service If such post payment
testing or inspection discloses a defect or a fallure to meet specifications.

Electronic Payments:

The Commonwealth will make contract payments through the Automated Cleanng House
{ACH} Within ten (20) days of award of the Contract, the Contractor must submit or must have
already submitted its ACH nformation within its user profile in the Commanwealth's
procurement system (SRM).

The Contractor must submit a unique invoice number with each invoice submiited, The unique
invoice number will be listed on the Commonwealth’s ACH remittance advice to enable the
Contractor to praperly apply the state agency’s payment to the invoice submitted,

It 15 the rasponsibility of the Contractor to ensure that the ACH information contamed In SRM
15 accurate and complete Fallure to maintaln accurate and complete information may result
in delays in payments.
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" Redacted

APPENDIX & .
THIRD-PARTY SOFTWARE VENDORS & SUPPLIERS

As of the Effective Date of this Contract, SGI proposes to use the following Suppliers for the ilottery Services in
performance of this Contract. Any changes to the Suppliers listed below must be In conformance with the terms

of the Contract.

Supplier EIN

iDology

GeoComply

Optimove

Global Pay

PaySafe/Neteller/income Access

PayNearMe MT, In¢

PayPal

Vantiv

Mazooma

Sightline

LaxisNexls ,

Otherlevels
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APPENDIX 6
HOSTING SERVICES
During the Term of this Contract SGI shall provide the hosting services set forth below to the Lottery.

0OPS will be hasted on hardware owned and delivered by SGI an servers hased in the State of Georgla, United
States of America.

« Purchase and procurement, of all hardware Including adequate spares, multi-year manufacturer's
warranty and vendor Instaffation

+ Hardware Support & Monitoring.

+  Purchase and installation of Third-Party Software necessary to operate the Licensed Software, including
maintaining up to date licensing and support contracts,

+  Provide or arrange at its expense mutually acceptable back up hardware and software, with backups
that can be relocated offsite.

s Operation of routine backups of the Licensed Software data and delivery ta the Lottery’s third-party
offsite storage vendor

»  Data center physical space, electricity, internet connectivity, adequate bandwidth, server room
temperature control, and fire suppression,

« Data center physical security monitoning and management.

« Development of security plan and routine internal testing of the Licensed Software. SGi agrees to
facihitate and cooperate with the Lottery In connectlon with alf Lottery security plan requests.

« Creation of a technleal inaidents manual and tratning of Lottery's data center IT staff who will be
responsible for monitoring the data center.

« Initial attempts to diagnose, categorize, and resolve techanlcal incident alerts using the common technical
incidents manual prior to escalating Incidents to SGI.

»  Penodic Licensed Software and database optimization, tuning, and hardware scalability assessments.

s User identity access management of employee application adminstration,

¢ User ldentity access management of administrative users,
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APPENDIX 7

iLOTTERY SERVICE LEVEL AGREEMENTS (SLA)

The following sets forth the Lottery’s service level requirements of the Licensed Software and Services to be provided under the Contract generally, and specifically in conformance with
Appendix 2 (Work Statement). The Lottery may in its discretion assess service credits as set forth in this SLA. In the event the Lottery determines that service credits are to be assessed, the
Lotiery will notify the Coniractor of the potentizl assessment in writing. The availabilety of any period for cure, other thar set forth in this SLA or the underlying Contract, will depend upon the
situation as determined by the Lottery. Where possible, both parties will act in good f2ith to cure any failure to meat an apphicable service level in lieu of assessment.

Wottery Availability

iLottery must be accessible for
placement of Bets 9% 85% of the
fime wrthout any concurrent
cutages

9% 85%

Lottery’s availability, excluding force
maenre situations, and third party systems
such as banking, KYC, geclocation, and
planned systems meaintenance periods

Contractor shali net be responsible for any
vngvatlability of the :Lottery due to ()
players’ or third party devices or
netwerks, or (1) thied party sysiems or
netweorks Parformance shafl be measured
by the response at the Contractor's Central

Systetn

Central System 15 defined to mean
Contractor’s hardware and software
systems located at its production data
center to operate the 1Lottery system

The Lottery may receive credst for system
downume above the described SLA This
credit wall be caleulated usmg the total 13
week average of Lottery net revenue per
munute denved from Lottery sales dunng the
13 week penod pnor to the date farkure
ocowred This excludes any unavailabiity due
to planned mamtenance, the first 7 days after
Commercial Lzunch or major planned system
vpgrades

13 week average/! 3=week avg

Week average/10,080=per minute avg
Multplied by the average % net revanue to the
Lottery

uzrtcrly

Dollar amount sha
determmed as deserbed
m the Credit Calculanon
Total service credit shall
not exceed $50,000 per
quarter

Page 1 of 3



APPENDIX 7

iLOTTERY SERVICE LEVEL AGREEMENTS (SLA)

Lottery may seek

twelve (12) months followmg Commercial
Launch

Response Time It 15 the sole responsibility of the 59 85% Lattery rnust have & response time that Contractor kas 24 hours to rechfy the
Contractor to effecavely manage appears to be without yareasonable delay | underlying cause of the delay m response tme | credst whenever the $5,000 per day from the
Lottery to achieve the desured At no tume should the player have the from receipt of notfication from the Lottery of { user commuuty TeCHITIAE response Hne
TEeSpOnse tlme appearance of an urreasonable warttime | 2 recummg 1ssne complains about 1ssue wnhi rectified
cansed by the system when a vahd key 15 [eCUITING IESPONSE
pressed time 15sues and
Lottery can verify the
Contractor shall not be responsible for any complamt 1S accurate
delays m response tene dus to (1) players*
ot thurd pasty devices or networks, or (1)
third party systems or networks
Performance shali be measured by the
response at the Contractor's Central
System
System Simng Durmg the term of the Contrast, 100% 1Lottery must be able to handlc the catiwe | Contractor has 24 kours to sdennfy the plan to | Per Occurrence $5,000 per day for each
Contractor wall be soiely user community Due to the expertise of | reenfy from notfication of a recurming tssue day that a new user
responsible for the adequate sizmg the Contractor on this platform, 1t wil be cannot be added to the
of the 1Lottery to meet the System Contractor’s sole responsibility to project, | The partics agree that the Contractor 15 relying system due to & techmcal
Availability end Response Time plar, and mantain & system that can solely on information provided by the Lottery ervor of tLottery or the
SLAs accommodate the ottery traffic to determene the appropnate size of tLottery overal] player expenenre
for Commercral Launck., Therefore, this 15 roaterzally dumimshed
service leve!l shall not be apphied to the due to system
Contractor's performance dunng the first himtations
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approved Prablem FEscalahon
Procedure

The “Problem Escalation
Procedure” ts Contractor’s
operational procedure that defines
process managenent of any
ottery production meidents,
tacluding severity levels of such
production: wncidents, escalation
procedures and communicanons
process based on meident seventy

iLOTTERY SERVICE LEVEL AGREEMENTS (SLA)

APPENDIX 7

produ

defined m the Problem Escalation
Procadure, the Contractor must ensure that
it follows the defined process in 1ts
Problem Escalation Procedure,

Help Desk

The Contractor will be solely
responsible for appropriately
staffing a help desk to resolve
1ssues for End Users

100%

Conteactor must provids prompt remedies
to the End User’s 155u¢ related 1o the
Conpractor's iLottery Ifthe 15sue 15 one
that cannot quickly be resolved dunng the
phone call, ¢hat, or eman], Contractor must
enact 1ts approved Problem Escalatzon
Process For issues unrelated to the
Contractor’s 1Lotery, such as mobile and
1ntermet service providers, geolocation,
bavks, or identification related issues,
players will be referred to those providers

N/A

Quarterly Performance
Review

NIA
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iLOTTERY SERVICE LEVEL AGREEMENTS (SLA)

(Lottery changes and software Except for changes required to address
Changes/Unauthorzed instaitations require Lottery emergency systet support as defined in credit of $5,000 per
Software Instatlations approval the Problem Escalation Procedure, any occurrance
changes to visual representations of
games, the game piaymg experiance or use
of 1Lottery generally that sndicates a
¢hange to what the players sce or
experience requures the express witten
consent of the Executive Director or
designee  Softwarc mnstallahons also
require the express wiitten: consent of the
Executive Director of the Lottery or hus

| Unauthorized software es

Occurrence

desgmes
Incident Awarsness The Contractor must commurucate | 100% Upon discoverng and 1ssue, the Violaton of Incident Noufication Per 1ncident Lottery will recetve a
errors Contractor notrfy the Executive Director credit of 35,600 for any
1 2 method and tmeframe that 15 agreed ncxdent ot reperted m
upon by the Parties  An incident s the manner mutually
defined as amything thar moay cause oy has agraed to by the parhes

causad any matenal and detectabie 1ssue
that 15 likely to cause the integnty of the
Lottery or the Lottery's products or
services 1o be questioned  The meident
must be communicated as mutuaily agresd
by the Partres as defined 1n the Problem

Escalation Procedures
Secunty Centractor must provide a secure 100% It 15 the responsibility of the Contractor to | Any matenal violation of the approved Per Qccurrence Lottery will recerve a
environment and dLottery provide, mstall and mamtam seconty for | secunty plans or any brsach of secunty subject credit of $5,000

their offices, service factities, and data t0 2 24 hour cure persod
centers All secunity must be approved by
the Lottery Director of Secunity which
gpproval shall not be unreasonebly
withheld or delayed Further, the Lotery
will 5ot unrsasonably withhold or dejay
approvais to implement security changes
recommended by the Contractor
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The Contractor m de
timely aceurate reports

APPENDIX 7

iLOTTERY SERVICE LEVEL AGREEMENTS (SLA)

ery relies heavily on reporting.
The Contractor must provide tirsely and
accurate reports from the Contractor’s
1Lottery , as set forth m the SRS according
to the agreed upon tme frames

Reports must be available 2t mes and
intervals as mutuaily agreed by the Parties
Critical late reports not provided as agreed will
trigger this SLA subject to the following
conditops In the event the Contractor falls to
previde the Lottery wath such reports, the
Contract shall have 48 hours from notification
to provide such missing reports to the Lottery
“The List of crrtical reports will be mutualky
agreed by the parties

Per Occurrence

Lottery wili receive &
credir of $500 per day
for any entical late
reports after the defined
cure penod

Page 5 of 5
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APPENDIX 8
Safeguarding Contract Language

CONTRACT LANGUAGE FOR TECHNOLOGY SERVICES

1. PERFORMANCE

In performance of this contract, the cantractor agrees to comply with and assume responsibility for
compliance by his or her employees with the following requirements:

(1) All work will be done under the supervislon of the contractor or the contractor's employees.

(2} The contractor and the contractor's emplayees with access to or who use FT{ must meet the
kackground check requirements defined in IRS Publication 1075,

(3) Any return or return Information made available in any format shall be used only for the purpose of
carrying out the provisions of this contract. Informatlon contained in such materlal will be treated as
confidential and will not be divulged or made known in any manner to any person except as may be
necessary In the performance of this contract. Disclosure to anyone other than an officer or employee of
the contractor will be prohibited.

{4) All returns and return information will be accounted for upon recelpt and properly stored before,
during, and after processing. In addition, all related output will be given the same level of protection as
requirad for the source material.

(5) The contractor certifies that the data processed during the performance of this contract will be
completely purged from all data storage tomponents of his or her computer faciity, and no output wiil
be retained hy the contractor at the time the work is completed. If Immediate purging of all data storage
components Is not possible, the contractor certifles that any IRS data remaining in any storage
component will be safeguarded to prevent unauthorized disclosures.

(6) Any spoilage or any intermediate hard copy printout that may result during the processing of IRS
data will be given to the agency or his or her deslgnee. When this is not possible, the contractor will be
responsible for the destruction of the spoilage or any intermediate hard copy printouts, and will provide
the agency or his or her designee with a statement containing the date of destructlon, description of
material destroyed, and the method used.

(7) All computer systems receiving, pracessing, storing or transtnitting FTI must meet the requirements
defined in IRS Publication 1075. To meet functional and assurance requirements, the security features of
the environment must provide for the managerial, operational, and technical controls. All security
features must be avallable and activated ko protect against unauthorized use of and access to Federal

Tax Information,

(8) No work Involving Federal Tax Information furnished under this contract will he subcontracted
without prior written approval of the IRS.

{9} The contractor will maintain a list of employees authorized access. Such list will be provided to the
agency and, upon request, to the IRS reviewing office.

1




(10) The agency will have the right to void the contract if the contractor fails to provide the safeguards
described above.

1l. CRIMINAL/CIVIL SANCTIONS

(1) Each officer or employee of any person to whom returns or return information is or may be disclosed
will be notified in writing by such person that returns or return information disclosed to such officer or
employee can be used only for a purpose and to the extent authorized herein, and that further
disclasure of any such returns or return informatian for a purpose or to an extent unauthorized herein
constitutes a felony punishable upon convictlon by a fine of as much as $5,000 or imprisenment for as
long as 5 years, or hoth, together with the costs of prosecution, Such person shall alsa notify each such
officer and employee that any such unauthorized further disclosure of returns or return information
may also result In an award of civll damages against the officer or employee in an amount not less than
$1,000 with respect to each instance of unauthorized disclosure. These penalties are prescribed by IRCs
7213 and 7431 and set forth at 26 CFR 301.6103(n}-1.

(2) Each officer ar employee of any person to whom returns or return information is or may be disclosed
shali be natified in writing by such persan that any return or return information made available in any
format shall be used only for the purpose of carrying out the provisions of this contract. Information
contamed in such materfal shall be treated as confidential and shall not be divulged or made known In
any manner to any person except as may be necessary in the performance of the contract, Inspection by
or disclosure to anyone without an official need-to-know constitutes a ¢criminal misdemeanor punishable
upon conviction by a fine of as much as $1,000 or imprisonment for as fang as 1 year, or both, together
with the costs of prosecution, Such person shall also notify each such officer and employee that any
such unauthorized inspection or disclosure of returns or return information may also result in an award
of civil damages apainst the officer or employee [United States for Federal employees) in an amount
equal to the sum of the greater of $1,000 for each act of unauthorized Inspection or disclosure with
respect to which such defendant is found liable or the sum of the actual damages sustained by the
plaintiff as a resuit of such unauthorizad inspection or disclosure plus in the case of a willful inspection
or disclosure which is the result of gross negligence, punitive damages, plus the costs of the action.
These penalties are presceribed by (RC 72134 and 7431 and set forth at 26 CFR 301.6103(n}-1.

{3} Additionally, it is incumbent upon the contractor to inform its officers and employees of the
penalties for improper disclosure imposed by the Privacy Act of 1974, 5 U.S.C. 552a, Specifically, 5 US C.
552a(i){1), which Is made applicable to contractors by 5 U.S.C. 552a{m){1), provides that any officer or
employee of a contractor, who by virtue of his/her employment or official position, has possession of or
access to agency records which contain individually identifiable information, the disclosure of which is
prohibited by the Privacy Act or regulations established thereunder, and who knowing that disclosure of
the specific material is prohibited, wilifully discloses the material in any manner to any person or agency
not entitled to receive it, shall be guilty of a misdemeanor and fined not more than $5,000.

{4) Granting a contractor access to FTi must be preceded by certifying that each individual understands
the agency's security policy and procedures for safeguarding IRS Information. Contractors must maintain
their authorization to access £11 through annual recertification. The inftial certification and
recertification must be duocumented and placed in the agency's files for review. As part of the
certification and at least annually afterwards, contractors rmust be advised of the provisions of IRCs
7431, 7243, and 7213A (see Exhibit 4, Sanctions for Unauthorized Disclosure, and Exhibit 5, Ciull
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Damages for Unauthorized Disclosure). The training provided before the initial certification and annually
thereafter must also cover the incident response policy and procedure for reporting unauthorized
disclosures and data breaches. (See Section 10) For both the Injtial certification and the annual
certification, the contractor must sign, either with ink or electronic signature, a confidentiality
statement certifying thelr understanding of the security requirements,

I, INSPECTION

The IRS and the Agency, with 24 hour notice, shall have the right to send its inspectors into the offices
and plants of the contractor to inspect facilities and operations performing any work with FTi under this
contract for compliance with requirements defined In RS Publication 1075, The IRS' right of inspectton
shall Include the use of manual and/or automated scanning tools to perform compllance and
vuinarability assessments of information technology [IT) assets that access, store, process ar transmit
ETL On the hasis of such inspection, corrective actions may he required in cases where the contractor is
found to be noncompliant with contract safeguards.
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Copies maintained independently by the Department and the Contractaor. Contains proprietary
information/trade secrets not for public disclosure,
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Copies maintained independently by the Department and the Contractor. Contalns proprietary
information/irade secrets not for public disclosure,
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Coples maintained independently by the Department and the Contractor. Contains proprietary
information/trade secrets not for public disclosure.
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Copies maintained independently by the Department and the Contractor. Contains proprietary
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THIRD AMENDMENT TO
AGREEMENT FOR INSTANT LOTTBERY GAMES SERVICES

BETWEEN

COMMONWEALTH OF PENNSYLVANIA

DEPARTMENT OF REVENUE
PENNSYLVANIA LOTTERY

AND

SCIENTIFIC GAMES INTERNATIONAL, INC.




I. RECITALS

This Third Amendment (the “Third Amendment”), dated as of
;gg? iéiéﬂLQE “ r 2017 to the Agreement for Instant Lottery
Games Services, dated as of August 21, 2007, as amended
{collectively, the “AGREEMENT”), is made and entered into by and
between the COMMONWEALTH OF PENNSYLVANIA (hereinafter referred
to as the “COMMONWEALTH}, DEPARTMENT OF REVENUE, for the
PENNSYLVANIA LOTTERY (hereinafter referred to as the
YDEPARTMENT” and “LOTTERY,” respectively}, and SCIENTIFIC GAMES
INTERNATIONAL, INC., (hereinafter referred to as the “SGI” ox
“CONTRACTOR”), a duly organized and existing Delaware
Corporation, authorized to conduct business within Pennsylvania
by the issuance of a Certificate of Authority by the
Pennsylvania Department of State, with offices at 1500 Bluegrass
Lakes Parkway, Alpharetta, Georgia, 30004, and having Federal
Employer Identification Number _, collectively referred

to as the Parties.

WHEREAS, the DEPARTMENT has, among its responsibilities,
the operation and management of the Pennsylvania State Lottery
in accordance with the provisions of Act No. 81 of 1971, P.L.
351, known as the “State Lottery Law,” as currently amended;

and,



WHEREAS, under the provisions of the State Lottery Law, the
DEPARTMENT has the authority and duty to pay costs incurred in

the operation and administration of the LOTTERY; and,

WHEREAS, the DEPARMENT further has the authority to expend
monies from the State Lottery Fund to pay the expenses of the

operation of the LOTTERY; and,

WHEREAS, SGIl agrees to work cooperatively with the LOTTERY
to provide the LOTTERY certain goods, services, incentives and
investments not otherwise avallable to the LOTTERY in order to
create opportunities for the LOTTERY to expand its business,
grow its sales revenue and increase the returns to the LOTTERY’' s

beneficiaries in the COMMONWEALTH: and

WHEREAS, the DEPARTMENT and the LOTTERY have determined that
it is in the COMMONWEALTH’s best interest to exercise its
discretion under 62 Pa. C.35. §§ 515 {a) {10) to foregoc a competitive
procurement for LOTTERY instant ticket games and related services
at the current time and under the current circumstances and to
award a further extension of the AGREEMENT to SGI:;

WHEREAS, the Term of this ACREEMENT will expire August 21,
2017, and as a result would require LOTTERY to potentially select
and integrate a new vendor on a schedule that may negatively impact
the business interests of the LOTTERY and the needs of the

COMMONWEALTH and on a schedule that does not align with the stated
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Term of the Contract for Lottery Games and Related Services, dated
as of December 19, 2008, as amended {Contract Number 4400004702,
hereinafter “CONTRACT”};:

WHEREAS, this AMENDMENT would allow LOTTERY fo align the Term
of this AGREEMENT with that of the CONTRACT and protect the
interests of the COMMONWEALTH;

and

WHEREAS, pursuant to Paragraph 28 of the AGREEMENT, the
parties have the right to modify, amend or extend the AGREEMENT,
and now desire to modify and amend the AGREEMENT by agreeing to

modifications and amendments set forth herein.

NOW, THEREFOQORE, in consideration of the foregoing recitals
and of the mutual promises hereinafter set forth and intending

to be legally bound, the Parties hereto agree as follows:

I1. AMENDMENT

As of the effective date of this Third Amendment., the

AGREEMENT shall be amended as follows:

1. The DEPARTMENT hereby extends the term of the AGREEMENT for
a period of approximately twenty-two (22) months and ten

{10} days, through June 30, 2019. Section 5, CONTRACT TERM

AND EXTENSIONS, of the AGREEMENT is hereby amended by




adding the following after the end of the last paragraph

thereof:

“The Term of this AGREEMENT is hereby extended for a period
of approximately Twenty-Two (22) months and ten (10} days,
commencing August 21, 2017, and expiring at midnight, June
30, 2019. The Commonwealth contemplates awarding a contract
for LOTTERY instant ticket games and related services prior
to the expiration of this Third Amendment. If the
COMMONWEALTH determines it is in 1ts best interest, the
LOTTERY may further extend the AGREEMENT to provide for
uninterrupted and continuous services as provided for in this
CONTRACT by SGI to LOTTERY, with remuneration for sexvices
rendered by S3GI to be provided through an appropriate
procurement mechanism as provided for in the Commonwealtbh
Procurement Code (62 Pa,C.5.A. §§ 101 et seq.}, which may
include further extension of the term, until such time that
the LOTTERY enters into a new contract for a LOTTERY instant
ticket games and related services.

LOTTERY Sales Force Consulting Services: SGI agrees to

provide periodic consulting services for the LOTTERY’s sales
force management employees at times and locations to be agreed
upon by the Parties. The scope of such services will include

sales management ceonsulting and training for the LOTTERY's



Sales Representatives and key account managers designed to
improve LOTTERY sales performance at retail.

. Additional Consideration:

As additional consideration for the extension in Section 1
above, SGI agrees to make a single lump sum payment of
53,000,000 to the LOTTERY within thirty (30) days of the
execution of this Third Amendment. The parties acknowledge
and agree that such payment shall (i) be deemed additional
consideration for both this Third Amendment and the proposed
Fourth Amendment and extension of Lthe Contract for Lottery
Games System and Related Services, dated as of December 19,
2008, as amended, (the “CONTRACT”)}, and (ii) be deemed full
consideration of any potential liability of 8GI that is known
as ©of the date of this Third Amendment, and is deemed
currently outstanding under the AGREEMENT OR CONTRACT. For
the avoidance of confusion, the total additional
consideration paid by 8GI for the extension of both the
AGREEMENT and the CONTRACT shall be 33,000,000,

. Except as modified herein, all terms and conditions of the
AGREEMENT are hereby ratified and affirmed as being in full
force and effect and enforceable by either Party according to

their terms,



IN WITNESS WHEREOF, the Parties have executed this Third
Amendment to the AGREEMENT, to be duly executed as of the day

and year first above written,

COMMONWEALTH OF PENNSYLVANIA SCIENTIFIC GAMES
DEPARTMENT OF REVENUE INTERNATIONAL, INC,
C)A&«w«/ Eliputl 3 -17-17

C., Downa] Hocsol] Date James Kennedy Date

Secretary of Revenue
Department of Revenue

Title

tof legality and manner of execution:
/ &/ I1147 %@%

" THopAS G&M!&ML Office of Attorney General
Chief Counsel
Department of Revenue

A %8@»

offfce)of General Counsel

Certified as to Availability of Funds:

s ottt Yun

Comptroller Operations Date




IN WITNESS WHEREQF, the Parties have executed this Third
Amendment to the AGREEMENT, to be duly executed as of the day

and year first above written.

COMMONWEALTH OF PENNSYLVANIA SCIENTIFIC GAMES
DEPARTMENT OF REVENUE INTERNATIONAL, TINC,
Y
W 3~17~19 )’N') 08/16/2017

C. Donwl Hocsel) Date Johnl{ Bchulz bate
Secretary of Revenue

Department of Revenue SVP, Instant Products

Title

Approved as to legality and manner of execution:

Office of Attorney General

Chief Counsel
Department of Revenue

Qffice of General Counsel

Certified as to Availability of Funds:

[Fiscal - kindly insert relevant cost and GL codes]

Haee ottt 97

Comptroller Operations Date




SOURCE JUSTIFICATION FORM

e e e = o

The obyeetive of this form is to capture all relevant documentation an Agency may have to assist the Department of Gencral Services {"DGS"),
Bureau of Procurement, i expediting the source justfication review process. This form must be completed electronically, signed, and
submitted with al} relevant documentation to DGS 1f a question s neither mandatory nor appheable, please indicate " N/AY. Please use
standard termmology and define acronyms.

SECTION A
lRevenue J

Instant Lottery Games Services

|!nstant Lottery Games Services J

[4400009728

Scienlific Games International

1500 Bluegrass Lakes Parikway, Alpharetta, GA 30004

] [James Kennedy

168713
PA Lottery 1200 Fuling Mill Road, Suite 1, Middle

SECTION B

O 1. Sole Source: Only known source - Not available from another supplier.

O 2. Material/Repair/Maintenance: Material or service MUST be compatible with existing equipment, Documentation
must be provided from the manufacturer.

[ 3. Used Equipment: Value set by 2 independent 31d party appraisals.

tLC] 4. Professional Expert; Describe in detail in Section C.

[1 5, Exempt (Law): A federal or siate statute or regulation exempts the procurement from the competilive procedure.
Any applicable information precluding the procurement from competitive pracedures must be aitached.

{m 6. Feasibility: Clearly not feasible to award the confract on a competitive basis. |




sou

T e

Contract 4400008728 prowides for Instant Games Services
that include the printing and distribution of instant fottery
games for the PA Lottery The existing contract meets the
Department's current needs, however, a scle source I1s
required to extend the existing contract An extension of the
contract from 8/21/17 through 6/30/19 (approximately 22
manths), allows ths Department to continue to self instant
products and return the profit to the Lottery Fund that funds
programs for older Pennsylvanians This extension wil also
ailow the Department (o complete RFP 6100042886, which
will result in a new award of a contract for Instant Games
Services, and aliow the Department to marsy the expiration
date of the current canfract with the expiration of Contract
4400004702, the Confract for Lottery Games Systems and
Related Services Al pricing, terms, and conditions of the
existing contract will rernain the same

N/A

No

N/A

instant Games Services have been procured through a
competitive procurement process - see contract 4400009728
and PO 4300502041 RFP 6100042858, currently underway,
will pracure the subject services after the expiration of this
extansion

N/A

N/A

The Lottery will not have a vendor that can produce and
distnbute instant games  The Loftery Fund would not receive
{he profits generated from the sale of instant games

Current confract 4400009728 expires on 8/20/2017 This
sole source will extend the existing contract until a new
contract ts awarded through RFP 6100042866, which 1s

currently underway
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SECTIOND

IMPORTANT*: The printed names on this form shall constitute the signatures of these

individuals. Agencies must insure that these individuals review the completed form and give their consent
to apply their printed name on this form. No handwritten signatures shall be required in order for the form to
be considered "sighed” by those Individuals whose names appear in the signature section of the form.




pennsylvania

DEPARTMENT OF GENERAL SERVICES

Sole Source Determination Summary (Services)

Date: 8/14/2017

Commaodity Specialist’s Name: Thomas Schwartz

Commeodity Specialist's Recommendation: Approved [ ]Disapproved
If disapproved, agency contacted
Agency: Revenue
Supplier Number: 168713
Supplier: Scientific Games International
Sole Source ID Number: 30014
Estimated Dollar Amount: $50,100,000
Federal Funds [JYes [XINo
Chack box below and complete Agency name If request 1s over $250,000

[X] The Department of General Services delegates to the Department of Revenue the authority to
act as purchasing agency for the procurement of the service(s) listed below,

Flease keep In mind that this delegation requires thaf you carry out this procurement according fo
requsrements of Section 518 of the Commonwealth Procurement Code (62 Pa C 8. 518} and lo the
policies and procedures ouflined by DGS in the Procurement Handbook.

Services:
Instant Lattery Games Services

Agency Summary:

Contract 4400009728 provides for Instant Games Services that include the printing and distnbution of
instant lottery games for the PA Lottery The existing contract meets the Department’s current needs,
however, a sole source s required to extend the existing contract An extension of the contract from
B/21/17 through 6/30/19 (approximately 22 months), allows the Department to continue to sell instant
products and return the profit to the Lottery Fund that funds programs for older Pennsylvanians This
extension will also allow the Department to complete RFP 6100042856, which wili result in @ new award of
a contract for Instant Games Services, and allow the Department to marry the expiration date of the
current contract with the expiration of Contract 4400004702, the Contract for Lottery Games Systems and
Related Services All pricing, terms, and conditions of the existing contract will remain the same

Without this extension, the PA Lottery will not have a vendor that can produce and distribute instant
games The Lottery Fund would not receive the profits generated from the sale of instant games

Pracurement Summary:
Approved The PA Lottery is in the process of a new RFP to replace this contract, but It would not he
feasible ta continue the services being offered {oday without the extension requested

Pennsylvama Department of General Services, Bureau of Procurement
Forum Place | 555 Walnut Street, 6™ Floor | Harrisburg, PA 17101
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CONTRACT FOR %

ONLINE LOTTERY GAMING SYSTEM AND RELATED SERVICES

This Contract for Online Lottery Gaming System and Related Services (the "Contract") is
made this /% day of D@c?m be ¥ 2018 (“Effective Date”), by and between IGT Global
Solutions Corporation (the "Vendor'") and the South Dakota Lottery, a division of the South
Dakota Department of Revenue (the "Lottery") pursuant to Request for Proposal #1160 Online
Central Systemn, Video Lottery Central System, and Related Services (the "RFP") issued January
31, 2018. Separately the Vendor and Lottery may be referred to as “Party” and together as
“Parties™).

WHEREAS, the Lottery issued the RFP pursuant to SDCL ch.42-7A with a goal to obtain
access to certain online lottery gaming system and related services for its lottery operations; and

WHEREAS, the Vendor is a recognized vendor that provides hosting and online gaming
services and wishes to provide these services to the Lottery; and

WHEREAS, the Lottery determined the best interests of the Lottery and the State of
South Dakota will be served by awarding a contract to the Vendor to provide these services.

NOW THEREFORE, in consideration of the foregoing recitals and the mutual
agreements contained herein, and for good and valuable consideration, the receipt of which is
hereby acknowledged, the Lottery and the Vendor agree as follows:

L CONTRACT DOCUMENTS

The terms and conditions of this Contract are as set forth in the RFP, and in the Vendor's
response thereto ("Vendor's Proposal™), which are incorporated herein by reference and made
part of this Contract, as modified below. Capitalized terms used but not defined in this Contract
shall have the meanings ascribed to them within the RFP or Vendor’s Proposal. In the event of
any inconsistency between the RFP, Amendment to the RFP, Vendor Question and Answers, the
Vendor's Proposal and this Contract, the documents will be interpreted in the following order of
priority:

1. Contract as executed by the parties, including negotiated amendments and
clarifications to the RFP and the Vendor’s Proposal submitted in response to the RFP as
set forth herein;

2. Vendor’s Proposal which relates specifically to the On-line Central System and related
services. For avoidance of doubt, Section 5 of Vendor’s Proposal will be fully removed
from the Contract. Additionally, sections that provide for services specifically related to
Video Lottery Terminals (VLT), or the Video Lottery Central Sysiem (VLCS), as clearly
specified in Vendor’s Proposal, will be removed and are not applicable to this Contract.



3. The RFP, as amended by all addenda thereto and all written answers provided by the
Lottery on March 9, 2018 and March 30, 2018 respectively, that apply to the On-line
Central System and related services. For avoidance of doubt, sections of the RFP that
relate solely to Video Lottery Terminals (VLT), or the Video Lottery Central System
(VLCS), requirements will be removed and are not applicable to this Contract. Such
sections of the RFP that are excluded from this Contract include: Section 2.3 General
Information for Video Lottery Central System; Sections 29 and 30 of Section 3.25.2.9
Liquidated Damages section; and Section 5 Technical Specifications: Video Lottery
Central System (VLCS).

II. TERM

The initial term shall commence on November 3, 2019 and shall end on November 2,
2026 (the "Initial Term") provided however that the Vendor shall commence installation and
conversion activities on or before the commencement of the Initial Term. The Lottery may, at its
sole option, extend this Contract after the Initial Term for up to eight (8) one-year terms or any
combination thereof (the "Extension Term" and the Initial Term and any Extension Term the
“Term”) for a total contract term not to exceed fifteen (15) years, provided that the Lottery will
notify the Vendor in writing of its intent to extend this Contract not later than ninety (90) days
before the end of the Initial Term or any such Extension Term.

III,. COMPENSATION

During each year of the Term, the Lottery shall pay Vendor fees in the amount of the
Total Cost (as defined in Section 2 below). The Lottery shall also pay the One-Time Payment
(defined in Section 1 below) to the Vendor.

1. One-time Payment. The Lottery shall pay a one-time payment of five hundred
thousand dollars ($500,000) (the “One-time Payment™) to the Vendor for services
provided under this Contract, payable no later than thirty (30) days after receipt of an
invoice from the Vendor.

2. Total Cost. Each year of the Initial Term and Extension Term, the Lottery shall pay
to the Vendor a total fee equal to the Online Services IFee (defined in Section 2(A)
below) along with the Specified Optional Services Fee, Invited Optional Services
Fee and Offered Optional Services Fee for the Initial Term and the Renewal Online
Services Fee (defined in Section 2(B) below) along with the Specified Optional
Services Fee, Invited Optional Services Fee and Offered Optional Services Fee for
the Extension Term, which amounts collectively equal the total cost per year
specified directly below in the columns titled “Total Cost” (the “Total Cost”) as
follows:



Product/Services Total Cost
Year 1- 7 of Year 8-10 of Year 11-15 of
Initial Term Extension Terms Extension Terms
All hosting services for 7.2270% of Total | 7.2270% of Total 6.5043% of Total
the software, access to all | Sales Sales (or as mutually | Sales (or as mutually
hardware, training, and agreed upon by the agreed upon by the
conversion, all hardware parties at the time of | parties at the time of
and software maintenance extension) extension)
costs & options specified
below

A. Initial Term —-Online Services Fee

The Lottery shall pay to the Vendor a fee to cover all hosting services for the software,
access to all hardware, training, and conversion to include all hardware and software
maintenance costs for the Initial Term, before specified, invited and offered options, in the
amount of 5.5551% of Total Sales (defined below) for the Initial Term (the “Online Services
Fee”).

Total Sales is defined as Net Sales of Draw Game tickets, plus Instant Ticket Settlements
less returns and adjustments. Total Sales does not include Instant Tickets provided for
promotional purchases.

B. Extension Term — Renewal Online Services Fee
In the event the Lottery extends the Contract beyond the Initial Term, the Lottery shall
pay a renewal fee to cover all hosting services for the software, access to all hardware, and
training, to include all hardware and software maintenance costs for each year of any Extension
Term (the “Renewal Online Services Fee” or “Renewal Fee”),
e In each of years 8-10 of the Extension Term the Lottery shall pay to the Vendor
the Renewal Fee, before specified, invited and offered options, in the amount of
5.5551% of Total Sales.

e In each of years 11-15 of the Extension Term the Lottery shall pay to the Vendor
a Renewal Fee, before specified, invited and offered options, in the amount of
4.8324% of Total Sales.

C. Specified Optional Services, Invited Optional Services and Offered Optional
Services

The Lottery has accepted the specified, invited and offered optional services specified
below and the Lottery shall pay to the Vendor the amounts shown in the columns titled Specified
Optional Service Fee, Invited Optional Services Fee, and Offered Optional Services Fee below:




Specified Optional Services Fee

Products/Services Specified Optional Services Fee

Year 1- 7 of Initial Year 8-15 of

Term Extension Terms
Aurora Instants Processing | 0.4484% of Total 0.4484% of Total
System (RFP Sections Sales Sales
42.1.1A,4.2.14,45.8,
4.5.9,4.5.19)
Aurora Claims and 0.1509% of Total 0.1509% of Total
Payments Manager (RFP | Sales Sales
Section 4.5.7.4.1).
Order Wizard (RFP 0.1151% of Total 0.1151% of Total
Section 4.5.17) Sales Sales
Retailer Wizard (RFP 0.3104% of Total 0.3104% of Total
Section 4.5.21) Sales Sales
Aurora Retailer Manager | 0.0831% of Total 0.0831% of Total
(RFP Section 4,5.7.4.2) Sales Sales
Performance Wizard (RFP ; Included in Total Cost | Included in Total
Sections 4.5.11, 4.5.12) Cost
Marketing Support (RFP | Included in Total Cost | Included in Total
Section 4.8.4) Cost
Sales Support (RFP Included in Total Cost | Included in Total

Section 4.8.11) Assumes
that all sales personnel
including any new hires
are employed by the
Lottery. If the Vendor
employs a prospective
Sales Manager on behalf
of the Lottery the rate is
0.35810% of Total Sales

Cost

Product Support (RFP Included in Total Cost | Included in Total
Section 4.8.1) Cost
Retailer Recruitment (RFP | Included in Total Cost | Included in Total

Section 4.8.10)

Cost




Invited Optional Services Fee

Products/Services Invited Optional Services Fee
Year 1- 7 of Initial Year 8-15 of
Term Extension Terms
Sales Wizard (RFP 0.5640% of Total Sales | 0.5640% of Total
Section 4.5.13) Sales

Offered Optional Services Fee

Products/Services Offered Optional Services Fee
Year 1- 7 of Initial Year 8-15 of
Term Extension Terms
GEMINI Ultra Player Included in Total Cost | Included in Total

Activated Terminals (RFP
Section 4.3.30) Pricing for
Offered Optional Service
includes fifty (50)
refurbished GEMINI Ultra
units deployed in existing
Retailer locations
including development of
the GEMINI Ultra
software application

Cost

During the conversion
process the Lottery’s
current 1-watt ODUs will
be upgraded to the
industry standard 2-watt
ODUs. All other VSAT
equipment will remain the
same.

Included in Total Cost

Included in Total
Cost

iSpeak

Included in Total Cost

Included in Total

Cost

3. Invoicing. The Vendor shall issue an invoice for the One-Time payment no later than
thirty (30) days after the Effective Date of this Contract. The Vendor shall issue
invoices for the amounts due pursuant to Section III (2) each week during the Term.
The Lottery shall pay Vendor in the amount of said invoices within seven (7) business

days of receipt.

4. Payment Method. Payments to the Vendor shall be made by wire transfer to an
account determined by the Vendor, details of which shall be given to the Lottery by
written notice, as such account and account details may be modified by the Vendor

from time to time in its discretion.




5. Upgrades. The Lottery may, from time to time during the term of this Contract,
request Vendor to present opportunities for upgrades and additional services not
contemplated in this Contract, the RFP, or Vendor’s Proposal and which are outside
of the scope of goods or services the parties have agreed to. Any additional services
and/or products negotiated after the date hereof shall be at pricing and rates to be
agreed upon by the parties.

6. GEMINI Ultra Player Activated Terminals. No installation of the above
referenced GEMINI Ultra Player Activated Terminals will occur without written
authorization from the Lottery. Sales from the GEMINI Ultra Player Activated
Terminals will be included in Total Sales as defined in III(A) as the terminals are
installed and become fully operational. In the event that a retailer in possession of a
GEMINI Ultra Player Activated Terminal changes ownership of its retail
establishment and such GEMINI Ultra Player Activated Terminal is used by the new
owner, Vendor shall not consider any such change of ownership as the addition of a
GEMINI Ultra Player Activated Terminal. Price for any additional player activated
terminals shall be negotiated in good faith by the parties.

IV. AMENDMENTS TO RFP

A. By mutual agreement of the Parties, the following sections of the RFP are amended
and restated to read:

1. RFP Section 3.7.1.D Any Software used pursuant to this Contract that is created to
meet the requirements of the Lottery for the on-line gaming system or to perform the
Contract and all modifications to Software to meet the requirements of the Lottery or
to perform the Contract, excluding any software that was developed prior to the date
of the Contract or developed independent of the Contract by the Vendor,
(collectively, “Customized Software”) is fit for the particular purpose for which the
Customized Software is created or modified and the Customized Software will
operate and perform in accordance with the functions and Specifications set forth in
the Contract. The Lottery hereby notifies the Vendor that the Lottery is relying upon
the Vendor’s skill and judgment to create and modify suitable Customized Sofiware
for the Lottery’s particular purpose.

2. RFP Section 3.7.1.E. Any Software developed by or owned by the Vendor prior to
the award of the Contract and which is used to perform the Contract (“Proprietary
Software™) and any Software developed or owned by the Vendor’s Subcontractors
and which is used to perform the Contract (“Subcontractor Proprietary Software”) is
fit for the particular purpose for which it is used under the Contract (operation and
maintenance of on-line gaming system) and the Proprietary Software and
Subcontractor Proprietary Software will operate and perform in accordance with the
functions and Specifications set forth in the Contract. The Lottery hereby notifies the
Vendor that the Lottery is relying upon the Vendor’s skill and judgment to select and
furnish suitable Proprietary Software and Subcontractor Proprietary Software for the



Lottery’s patticular purpose. The Lottery has no rights to maintain or enhance the
Proprietary Software. The Lottery may request customization of the Proprietary
Software. Proprietary Software shall not include software that is developed by or for
the Vendor independent of the Contract.

. RFP Section 3.8.2. Proprietary Software. The Vendor grants the Lottery the right to
access for the Lottery’s use, all software, including Proprietary Software, during the
term of the Contract. The Lottery has the right to access such software via the hosted
services provided by Vendor, For the avoidance of doubt, the Lottery does not have
the right to take possession of such software at any point during the contract term and
install the software on its own or third-party hardware, The Lottery may take
temporary physical possession of such sofiware should the Vendor not be able to
perform its duties, and a Release Event is triggered in accordance with the Escrow
Agreement, for the period of time required for the Vendor to resume its
responsibilities, or until the Lottery can find an alternative provider. The Lottery's
hosting service includes the right to all updates, upgrades, or other enhancements
produced by or for the Vendor. The payments paid by the Lottery, as ultimately
determined in accordance with Section III of this Contract shall be the sole source of
payment for the cost of such updates, upgrades, or other enhancements during the
term of the Contract,

. RFP Section 3.25.2.9 item 23:

23. Unapproved Claimed Tickets:

i. Condition: The loftery gaming system shall neither produce nor validate a ticket
that the Lottery does not determine to be a valid winning game ticket according to its
game rules and prize claim procedures.

ii. Damages: The Vendor shall be liable for the amount of the ticket as well as any
associated damages the Lottery incurs in investigating or curing the situation. Prior to
paying out any unapproved ticket claims, the Lottery will provide the Vendor the
opportunity to dispute the claim and negotiate with the Lottery for the amount of the
prize or ticket.

. RFP Section 3.25.2.9 item 24:

24. Defective or Non-Conforming Ticket:

i. Condition: The lottery gaming system shall not produce defective or non-
conforming tickets due to any terminal equipment or printer malfunction or failure
that causes loss of revenue or the inability to pay appropriate prizes. This does not
apply to one-off miss-cuts or jams.

ii. Damages: Up to twenty-five thousand dollars ($25,000) per incident plus any
liability for the ticket.

. RFP Appendix A, to this Contract, is amended, restated and attached to this Contract
labeled below as Exhibit A.

DELETION FROM THE RFP
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The following section of the RFP is hereby deleted in their entirety:

1. Section 4.2.15 of the RFP, Lottery Information Technology (IT) Allowance
Mandatory Feature(s), is deleted.

CLARIFICATIONS TQO THE RFP

The following sections of the RFP are clarified by mutual agreement of the Parties:

1.

VIL

Cyber Liability Insurance. The Vendor will evidence $10 Million in Cyber Insurance,
which will satisfy both the Cyber Insurance requirement in RFP Appendix A and the
Cyber Insurance requirement in RFP Section 3.14.1(D)(g).

ADDITIONAL TERMS

The following terms are incorporated and made part of this Contract by mutual
agreement of the Parties:

1.

Title and risk of loss to all hardware and Proprietary Software, including but not
limited, to Central System hardware and software, ICS System hardware and
software, POS equipment and communication equipment, will at all times be retained
by the Vendor.

Pursuant to Section 4.7 of the RFP, Vendor and the Lottery agree to utilize Elsym
Consulting Inc. as the Internal Control System vendor.

. This Contract depends on the continued availability of appropriated funds and

expenditure authority from the Legislature for this purpose. If for any reason the
Legislature fails to appropriate funds or grant expenditure authority, or funds become
unavailable by operation of law, this Contract will be terminated by the Lottery.
Termination for any of these reasons is not a default by the Lottery, nor does it give
rise to a claim against the Lottery.

This Contract may not be assigned without the express written consent of the Lottery.
This Contract may not be amended except in writing, which writing shall be expressly
identified as a part hereof, and shall be signed by an authorized representative of each
of the parties hereto.

This Contract shall be governed by and construed in accordance with the laws of the
State of South Dakota. Any lawsuit pertaining to or affecting this Contract shall be
venued in Circuit Court, Sixth Judicial Circuit, Hughes County, South Dakota.

VIII. CAPTIONS

The descriptive headings of this Contract are for convenience only and shail not be
deemed to affect the meaning of any provision.



(THE NEXT PAGE IS THE SIGNATURE PAGE)
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Signature Page for
CONTRACT FOR ONLINE LOTTERY GAMING SYSTEM
AND RELATED SERVICES

dated this ZL{ day of chr’h///?rn ,2018

South Dakota Lottery, a Division of
The Department of Revenue

By: %édy Gerlach

Title: Secretary

Date: /2 /2 o>

South Dakota Bureau of Information
And Telecommunications
(signatory as to Exhibit A only)

Tt S

By:  Pat Snow
Title: Commissioner
Date: \2-12-I¢

IGT Global Solutions Corporation

y: Jdseph'S. Gendron

Title: COO, Lottery
Date: /3//0 //F
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EXHIBIT A
Appendix A: BIT Standard State Technology Contract Terms

CONFIDENTIALITY OF INFORMATION

For purposes of this Contract, “Confidential Information” shall include all information
disclosed by a Party (“Discloser”) to the other Party (“Recipient”) which is marked
“confidential” or is identified as confidential at the time of disclosure. Neither party may
disclose any Confidential Information to any third person for any reason without the
express written permission of the Discloser with authority to authorize the disclosure. The
Disclosing Party, or the Disclosing Party’s Subcontractors, agents, assighs and/or affiliated
entities shall not: (i) disclose any Confidential Information to any third person unless
otherwise specifically allowed under this Contract; (ii) make any use of Confidential
Information except to exercise rights and perform obligations under this Contract; (iii)
make Confidential Information available to any of its employees, officers, agents or third
party consultants except those who have a need to access such information and who have
agreed to obligations of confidentiality at least as strict as those set out in this Contract.
The Disclosing Party, and the Disclosing Party’s Subcontractors, agents, assigns and/or
affiliated entities are held to the same standard of care in Confidential Information as it
applies to its own confidential or proprietary information and materials of a similar nature,
and no less than holding Confidential Information in the strictest confidence. The
Disclosing Party and the Disclosing Party’s Subcontractors, agents, assigns and/or
affiliated entities shall protect the confidentiality of the Confidential Information from the
time of receipt to the time that such information is either returned to the Disclosing Party
or destroyed to the extent that it cannot be recalled or reproduced. The Recipient, and
Recipient Subcontractors, agents, assigns and/or affiliated entities agree to return all
information received from the Disclosing Party to Disclosing Party’s custody upon the end
of the term of this Contract, unless otherwise agreed in writing signed by both Parties.
Confidential Information shall not include information that:

M was in the public domain at the time it was disclosed to the
Recipient, and Recipient’s Subcontractors, agents, assigns and/or
affiliated entities;

(i) was known to the Recipient, and Recipient’s Subcontractors, agents, assigns
and/or affiliated entities without restriction at the time of disclosure from the
Disclosing Party;

(i) that was disclosed with the prior written approval of Disclosing Party’s officers
or employees having authority to disclose such information;

(ivy  wasindependently developed by the Recipient, and Recipient’s
Subcontractors, agents, assigns and/or affiliated entities without the benefit or
influence of the Disclosing Party’s information;

(v) becomes known to the Recipient, and Recipient’s Subcontractors, agents, assigns



12

and/or affiliated entities without restriction from a source not connected to the
Disclosing Party.

Confidential Information can include names, social security numbers, employer numbers,
addresses and other data about applicants, employers or other clients to whom the Disclosing
Party provides services of any kind. Recipient understands that this information is
confidential and protected under State (defined as South Dakota) law, The Parties mutually
agree that neither of them nor any Recipient, and Recipient’s Subcontractors, agents, assigns
and/or affiliated entities shall disclose the contents of this Contract except as required by
applicable law or as necessary to carry out the terms of the Contract or to enforce that Party’s
rights under this Contract. Vendor acknowledges that the State and its agencies are public
entities and thus may be bound by South Dakota open meetings and open records laws. It is
therefore not a breach of this Contract for the State to take any action that the State reasonably
believes is necessary to comply with South Dakota open records or open meetings laws.

DISPOSAL OF CONFIDENTIAL INFORMATION

The Recipient, and Recipient’s Subcontractors, agents, assigns and/or affiliated entities
shall securely dispose of all data in all forms, such as disk, CD/ DVD, backup tape and
paper, when requested by the Disclosing Party. Data shall be permanently deleted and shall
not be recoverable, according to National Institute of Standards and Technology (NIST)
approved methods. Cettificates of Destruction shall be provided to the Disclosing Party
upon request,

CYBER LIABILITY INSURANCE

The Vendor shall maintain cyber liability insurance with liability limits in the amount of
$10,000,000 to protect any and all State data the Vendor receives as part of the project
covered by this Contract including State data that may reside on devices, including laptops
and smatt phones, utilized by Vendor employees, whether the device is owned by the
employee or the Vendor, If the Vendor has a contract with a third-party to host any State
data the Vendor receives as part of the project under this Contract , then the Vendor shall
include a requirement for cyber liability insurance as part of the contract between the
Vendor and the third-party hosting the data in question. The third-party cyber liability
insurance coverage will include State data that resides on devices, including laptops and
smart phones, utilized by third-party employees, whether the device is owned by the
employee or the third-part consultant or vendor. The cyber liability insurance shall cover
expenses related to the management of a data breach incident, the investigation, recovery
and restoration of lost data, data subject notification, call management, credit checking for
data subjects, legal costs, and regulatory fines. Before beginning work under this Contract,
the Vendor shall furnish the State with properly executed Certificates of Insurance which
shall clearly evidence all insurance required in this Contract and which provide that such
insurance may not be canceled, except on 30 days prior written notice to the Lottery. The
Vendor shall furnish copies of insurance policies if requested by the State. The insurance
will stay in effect for 2 years after the work covered by this Contract is completed.

CHANGE MANAGEMENT PROCESS
From time to time it may be necessary or desirable for either Party to propose changes to the
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Services provided. Such changes shall be effective only if they are in writing and contain the
dated signatures of authorized representatives of both parties. Unless otherwise indicated, a
change or amendment shall be effective on the date it is signed by both Parties. Automatic
upgrades to any software used by the Vendor to provide any services that simply improve
the speed, efficiency, reliability, or availability of existing services and do not alter or add
functionality, are not considered “changes to the Services” and such upgrades will be
implemented by the Vendor on a schedule no less favorable than that provided by the
Vendor to any other customer receiving comparable levels of services.

WORK PRODUCTS

The Vendor shall be responsible for the professional quality, technical accuracy, timely
completion, and coordination of all services furnished by the Vendor and any
subcontractors, if applicable, under this Contract. It shall be the duty of the Vendor to assure
that the services and the system are technically sound and in conformance with all pertinent
Federal, State and local statutes, codes, ordinances, resolutions and other regulations. The
Vendor shall, without additional compensation, correct or revise any errors or omissions in
its work products,

Vendor hereby acknowledges and agrees that all reports, plans, specifications, technical
data, miscellaneous drawings, agreements, Confidential Information, any information
discovered by the State, End User Data, Personally Identifiable Information (PII), data
protected under Family Educational Rights and Privacy Act (FERPA), Personal Heath
Information (PHI), Federal Tax Information (FTI) or any information defined under state
statute as confidential, and all information contained therein provided to the State by the
Vendor in connection with its performance under this Contract shall belong to the creating
Party and is the property of the Party that creates or owns the data, and will not be used in
any way by the other Party without the written consent of the Party that creates or owns the
data,

Papers, reports, forms or other material which are a part of the work under this Contract will
not be copyrighted without written approval of the owning Party. In the event that any
copyright does not fully belong to a Party the Party that owns a share in the property reserves
a royalty-free, non-exclusive, non-transferable and irrevocable license to reproduce, publish,
and otherwise use and to authorize others to use on the Party’s behalf any such work.

PRODUCT CONFORMITY

The State has twelve (12) months following final acceptance of the product(s) delivered by
the Vendor pursuant to this Contract to verify that the product(s) conform to the
requirements of this Contract and perform according to the Vendor’s system design
specifications. Upon the State’s recognition of an error, deficiency, or defect, the Vendor
shall be notified by the State. The notification shall cite any specific deficiency (deficiency
being defined as the Vendor having performed incorrectly with the information previously
provided by the Lottery, not the Vendor having to modify a previous action due to
additional and/or corrected information from the State). The Vendor, at no additional charge
to the State, shall provide a correction or provide a mutually acceptable plan for correction
within thirty (30) days following the receipt of the State’s notice to the Vendor, If the
Vendor’s correction is inadequate to correct the deficiency, or defect, or if error recurs, the
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State may, at its option, act to correct the problem. The Vendor shall be required to
reimburse the State for any such costs incurred or the State will consider this to be a breach
of the Contract. Payment by the Vendor pursuant to this provision does not waive any other
rights and remedies available to the State,

CURING OF BREACH OF AGREEMENT

In the event of a breach of these representations and warranties the State may, at the State’s
discretion, provide the Vendor with the opportunity to rectify the breach. The Vendor shall
immediately, after notice from the State, begin work on curing such breaches. If the notice is
telephonic the State will provide, at the Vendor’s request, a written notice to reaffirm the
telephonic notice. If such problem remains unresolved after fifteen (15) days, at State’s
discretion, Vendor will send, at Vendor’s sole expense, at least one qualified and
knowledgeable representative to the Lottery’s site where the system is located. This
representative will continue to address and work to remedy the deficiency, failure,
malfunction, defect, or problem at the site. The rights and remedies provided in this paragraph
are in addition to any other rights or remedies provided in this Contract or by law.

SERVICE BUREAU

Consistent with use limitations specified in the Contract, the State may use the Product to
provide services to the various branches and constitutional offices of the State of South
Dakota as well as county and city governments and school districts. The State will not be
considered a service bureau while providing these services and no additional fees may be
charged unless agreed to in writing by the State.

SOURCE CODE ESCROW
A. Deposit in Escrow: “Source Code” means all source code of the Vendor Software,

together with all commentary and other materials supporting, incorporated into or
necessary for the use of such source code, including all supporting configuration,
documentation, and other resource files and identification by Vendor and version
number of any software (but not a license to such third-party software) used in
connection with the source code and of any compiler, assembler, or utility used in
generating object code.

1. Upon written request of the State, within ninety (90) days of the Start-up date,
assuming the Start-up date is different than the Effective Date, Vendor shall
establish an escrow account (“Escrow Account”) and deposit the Source Code
for the software with a nationally recognized software escrow company (subject
to the approval of the State, not to be unreasonably withheld) (the “Escrow
Agreement”). Once the Escrow Account is established, then within thirty (30)
days after delivery to Lottery of any major update, Vendor shall deposit the
Source Code for such update with the Escrow Agent pursuant to the Escrow
Agreement. For all other updates, Vendor shall deposit the Source Code for
updates on an annual basis with the Escrow Agent pursuant to the Escrow
Agreement,
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2. The Parties agree that the Escrow Agreement is an “agreement supplementary
to” the Contract as provided in Section 365(d) of Title 11, United States Code
(the “Bankruptcy Code”). Immediately upon termination of this Contract, the
Source Code shall be released back to Vendor.

B. Conditions for release: The State will have the right to obtain the Source Code in
accordance with and subject to the terms and conditions of this Section and the
Escrow Agreement provided that all of the following three conditions are met
(collectively a “Release Event”):

1. Vendor winds down its business or liquidates its business under a
Chapter 7 Bankruptey proceeding; or Vendor discontinues maintenance
and support to the Software,

2. No entity has succeeded to Vendor’s obligations to provide maintenance
and support on the Software in accordance with the Contract in effect
between the Parties, and

3. The State is not in breach of its obligations under this Contract.

C. Source Code: In no event shall the State have the right to use the Source Code
“barring a Release Event” for any purpose, and the State is specifically prohibited
from using the Source Code to reverse engineer, develop derivative works or to
sublicense the right to use the Source Code to any other person or entity for any
purpose, The Lottery will also be obligated to treat the Source Code as Confidential
Information of the Vendor under the Contract, If a Release Event occurs, the Lottery
shall require any subcontractors or third parties to enter into a non-disclosure and
restriction-on-use agreement if the Lottery needs disclose the software to a third
party to operate the lottery system,

D. The cost for establishing and maintaining the Escrow Account will be that of the
Vendor.

PROVISION OF DATA

Upon notice of termination by either party, the State will be provided by the Vendor all current
State Data and End User Data in a non-proprietary form. Upon the effective date of the
termination of the Contract, the State will again be provided by the Vendor with all current
State Data and End User Data in a non-proprietary form.

SECURITY INCIDENT & BREACH NOTIFICATION

The Vendor will implement, maintain and update Security Incident & Breach procedures
that comply with all State of South Dakota standards and Federal requirements. A Security
Incident is a violation of any BIT security or privacy policies or contract agreements
involving sensitive information, or the known imminent threat of a violation. A Security
Breach is a violation of any BIT security or privacy policies or contract agreements whete
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sensitive information has knowingly been compromised. The BIT security policies can be
found in the Information Technology Security Policies attached to the RFP. The State
requires notification of a Security Incident or Breach, as defined in this paragraph,
involving any of the State’s sensitive data in the Vendor’s possession. The Parties agree
that, to the extent probes and reconnaissance scans common to the industry constitute
Security Incidents, this Contract constitutes notice by Vendor of the ongoing existence and
occurrence of such Security Incidents for which no additional notice to the State shall be
required. Probes and scans include, without limitation, pings and other broadcast attacks in
the Vendor’s firewall, pori scans, and unsuccessful log-on attempts, as long as such probes
and reconnaissance scans do not result in a Security Incident as defined above. Except as
required by other legal requirements the Vendor shall only provide notice of the incident to
the State, The State will determine if notification to the public will be by the State or by the
Vendor. The method and content of the notification of the affected parties will be
coordinated with, and is subject to approval by the State, unless required otherwise by legal
requirements, If the State decides that the Vendor will be distributing, broadcasting to or
otherwise releasing information on the Security Incident or Breach to the news media, the
State will decide to whom the information will be sent and the State must approve the
content of any information on the Security Incident or Breach before it may be distributed,
broadcast or otherwise released. The Vendor must reimburse the State for any costs
associated with the notification, distributing, broadcasting or otherwise releasing
information on the Security Incident or Breach.

A. The Vendor shall notify the State Contact within one (1) hour of the Vendor
becoming aware that a Security Breach has occurred.

If notification of a Security Breach to the State Contact is delayed because it may
impede a criminal investigation or jeopardize homeland or federal security,
notification must be given to the State within one (1) hour after law-enforcement

provides permission for the release of information on the Security Incident
{1) hour after law-enforcement provides permission for the release of information on the
SecurityBreach.

B. Notification of a Security Breach at a minimum is to consist of the nature of the data
exposed, the time the incident occurred and a general description of the
circumstances of the incident. If not all of the information is available for the
notification within the specified time period Vendor shall provide the State with all
of the available information along with the reason for the incomplete notification. A
delay in excess of one (1) hour is acceptable only if it is necessitated by other legal
requirements.

C. Atthe State’s discretion within twenty-four (24) hours the Vendor must provide to
the State all data available including: (i) Name of and contact information for the
Vendor’s point of contact for the Security Breach: (ii) date and time of the Security
Breach,; (iii) date and time the Security Breach was discovered: (iv) description of
the Security Breach including the data involved, being as specific as possible; (v)
the potential number of records, and if unknown the range of records; (vi) address
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where the Security Breach occurred: and, (vii) the nature of the technologies
involved. If not all of the information is available for the notification within the
specified time period Vendor shall provide the State with all of the available
information along with the reason for the incomplete information. A delay in
excess of twenty-four (24) hours is acceptable only if it is necessitated by other
legal requirements.

If the information from the Breach of System Security includes residents of South
Dakota whose personal or protected information was, or is reasonably believed to
have been, acquired by an unauthorized person, Vendor must notify the resident(s)
in accordance with South Dakota Codified Law (SDCL) Chapter 22-40. If there
are two-hundred fifty (250) or more residents’ records involved, Vendor must
notify the South Dakota Attorney General. All notifications must be within sixty
(60) days of the discovery of the breach. The Vendor shall also notify, without
treasonable delay, all consumer reporting agencies, as defined under 15 U.S.C §
1681a in effect as of January 1, 2018, and any other credit bureau or agency that
compiles and maintains files on consumers on a nationwide basis, of the timing,
distribution, and content of the notice. The Vendor is not required to make a
disclosure under this section if, following an appropriate investigation and notice
to the Attorney General, the Vendor reasonably determines that the breach will not
likely result in harm to the affected person(s). The Vendor shall document the
determination under this section in writing and maintain the documentation for not
less than three (3) years. These statements of requirements under SDCL ¢h. 22-40
are neither comprehensive nor all inclusive, and Vendor shall comply with all
applicable provisions of that chapter.

For the purposes of this Contract the Security Incident definition in the State’s Information
Technology Security Policy does not apply.

HANDLING OF SECURITY BREACH
At the State’s discretion the Vendor will preserve all evidence including but not limited to
communications, documents, and logs. The Vendor will also;

®
(in)

(iii)

(iv)

fully investigate the Security Breach,

cooperate fully with the State’s investigation of, analysis of, and response to the
breach,

make a best effort to implement necessary remedial measures as soon as it is
possible and,

document responsive actions taken related to the Security Breach, including any
post-incident review of events and actions taken to implement changes in
business practices in providing the services covered by this Contract.

At the State’s discretion and at the Vendor’s expense the Vendor will use a credit
monitoring service, call center, forensics company, advisors, or public relations firm
services that are acceptable to the State, if the Vendor was at fault for the Breach, At the

State’s

discretion the Vendor shall offer 2 year’s credit monitoring to each person whose
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data was compromised if the Vendor was at fault for the Breach. The State will set the scope
of any investigation, The State can require a risk assessment of the Vendor, the State
mandating the methodology to be used as well as the scope, At the State’s discretion a risk
assessment may be performed by a third party at the Vendor’s expense, if the Vendor was at
fault for the Breach.

If the Vendor is required by federal law or regulation to conduct a Security Incident or
Security Breach investigation, the results of the investigation must be reported to the State
within one (1) hour of the investigation report being completed. If the Vendor is required by
federal law or regulation to notify the affected parties, the State must also be notified, unless
otherwise required by legal requirements.

Notwithstanding any other provision of this Contract, and in addition to any other remedies
available to the State under law or equity, the Vendor will reimburse the State in full for all
costs incurred by the State in investigation and remediation of the Security Incident or
Security Breach including, but not limited, to providing notification to regulatory agencies
or other entities as required by law or contract. The Vendor shall also pay any and all legal
fees, audit costs, fines, and other fees imposed by regulatory agencies or contracting
partners as a result of the Security Breach if the Vendor was at fault for the Breach.

REJECTION OR EJECTION OF VENBOR, AND VENDOR’S
SUBCONTRACTORS, AGENTS, ASSIGNS AND/OR AFFILIATED

ENTITIES EMPLOYEE(S)

The State, at its option, may require the vetting of any of the Vendor, and Vendor’s
Subcontractors, agents, assigns and/or affiliated entities that will provide services under this
Contract. The Vendor is required to assist in this process as needed. The State reserves the
right to reject any person from the project who the State believes would be detrimental to
the project or is considered by the State to be a security risk.

The State reserves the right to require the Vendor to remove from the project any person the
State believes is detrimental to the project or is considered by the State to be a security risk.
The State will provide the Vendor with notice of its determination, and the reasons removal
is deemed necessary. If the State signifies that a potential security violation exists with

respect to the request, the Vendor shall immediately remove the individual from the project.

SECURITY ACKNOWLEDGEMENT FORM

The Vendor will be required to sign the Security Acknowledgement form which is attached
to the RFP. The signed Security Acknowledgement form must be submitted to the State and
approved by the South Dakota Bureau of Information and Telecommunications and
communicated to the Vendor by the State contact before work on the Contract may begin.
This form constitutes the agreement of Vendor to be responsible and liable for ensuring that
the Vendor, Vendor’s employee(s), and Subcontractor’s, agents, assigns and or affiliated
entities and all of their employee(s), providing services under this Contract, participating in
the work will abide by the terms of the Information Technology Security Policy- Vendor
(ITSP) attached to the RFP. Failure to abide by the requirements of the ITSP or the Security
Acknowledgement form can be considered a breach of this Contract at the discretion of the
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State. It is also a breach of this Contract, at the discretion of the State, if the Vendor does
not sign another Security Acknowledgement form covering any employee(s) and any
Subcontractor’s, agents, assigns and or affiliated entities employee(s), any of whom are
participating in the work covered by this Contract, and who begin working under this
Contract after the project has begun. Any disciplining of the Vendor’s, Vendor’s
employee(s) or Subcontractor’s, agents, assigns and or affiliated entities employee(s) that
provide services under this Contract, due to a failure to abide by the terms of the Security
Acknowledgement Form will be done at the discretion of the Vendor or Subcontractor’s,
agents, assigns and or affiliated entities and in accordance with the Vendor’s or
Subcontractor’s, agents, assigns and or affiliated entities personnel policies. Regardless of
the actions taken by the Vendor and Subcontractor’s, agents, assigns and or affiliated
entities, the State shall retain the right to require at its discretion the removal of the
employee(s) from the project covered by this Contract.

INFORMATION TECHNOLOGY STANDARDS
Any software or hardware provided under this Contract will comply with state standards
which can be found at htip.//bit.sd.gov/standards/ .

THE STATE OF SOUTH DAKOTA TECHNOLOGY OVERSIGHT

Pursuant to South Dakota Codified Law 1-33-44, the Bureau of Information and
Telecommunications (“BIT”) oversees the acquisition of office systems technology,
software and services; telecommunication equipment, software and services; and data
processing equipment, software, and services for departments, agencies, commissions,
institutions and other units of state government. It is understood and agreed to by all
parties that BIT, as the State’s technology governing organization, has reviewed only the
technology portion of this agreement. Before renewal of this Agreement BIT must review
and approve the technology portion of this Agreement as still being current. BIT’s
evaluation will be based on changes in the IT security or regulatory requirements. Changes
to the Agreement must be approved in writing by all parties before they go into effect and a
renewal of this Agreement is possible. The most current version of the State’s Information
Technology Security Policy will also be provided to the Consultant with the understanding
that the Consultant will adhere to the most current State IT security policies.
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MISSISSIPPI LOTTERY CORPORATION
REQUEST FOR PROPOSALS FOR INSTANT TICKET LOTTERY GAME SERVICES

RFP NO. 4

PART 1- GENERAL INFORMATION

1.1 INTRODUCTION

The Alyce G, Clarke Mississippi Lottery Law, Senate Bill 2001 (First Extraordinary Session
2018) (the “Act”), formed the Mississippi Lottery Corporation (the “Corporation™) to
administer the State of Mississippi’s first lottery (the “Mississippi Lottery”). The Corporation’s
Board of Directors (the “Board™) governs the Corporation. The Board is comprised of five (5)
members appointed by the Governor, with the advice and consent of the Senate, in addition to
the Commissioner of the Department of Revenue and the State Treasurer as ex officio members.
Composing the current Board are Dr. Michael J. McGrevey, Dr. Cass Pennington, Kimberly
LaRosa, Gerard Gibert, Philip Chamblee, Commissioner Herb Frierson, and Treasurer Lynn
Fitch. The Act mandates that the Board appoint a President of the Corporation, subject to the
approval of the Governor. The Board appointed Thomas N. Shaheen as President of the
Corporation (the “President™), who was subsequently approved by Governor Phil Bryant.

In accordance with the Act, the Corporation must act for the benefit of the people of Mississippi
through the operation of a lottery and strive to maximize lottery revenues to the State of
Mississippi.

The purpose of this procurement (the “Procurement”) and Request for Proposal (“RFP”) is to
invite responsible proposals (“Proposals”) from qualified and reputable vendors in the lottery
industry (“Vendors”) for the provision, implementation and operation of instant ticket lottery
game services and systems and certain marketing services and other purposes described herein
(collectively, the “System™). It is the Corporation’s desire to select a single Vendor that is able
to provide a comprehensive System and solution to its instant ticket operations, to include the
manufacture of instant tickets, warchousing and distribution and marketing suppott services
covered by this RFP.

The Corporation currently intends to execute a contract (the “Contract”) as a result of this
Procurement of the System, if any Contract is executed at all, encompassing all of the products
and services contemplated in this RFP and Procurement; provided, however, nothing herein
obligates the Corporation to sign any Contract, or only one Contract, and the Corporation
reserves the right to sign one or more Contracts, or no Contracts, as it determines in its sole
discretion to be in the best interests of the Corporation and the State of Mississippi.
Notwithstanding any provision of this RFP to the contrary, the Corporation may in its sole
discretion favor multiple Proposals and accordingly select multiple “Successful Vendors” (as
defined in this Section 1.1) and execute multiple Contracts.



This RFP is being used by the Corporation to take maximum advantage of the design
capabilities, implementation knowledge and operational knowledge of the marketplace for the
design, implementation and operation of the Corporation’s statewide instant ticket sales and
related activities. All Vendors must fully acquaint themselves with the Corporation’s needs and
requirements and obtain all necessary information and understandings to be able to develop an
appropriate solution and to submit responsive and effective Proposals. Vendors are encouraged
to be creative in their Proposals and provide best in class and creative solutions so that the
Corporation can maximize the revenues it raises as responsibly as possible.

The Corporation is an independent, self-supporting and revenue-raising corporation of the State
of Mississippi, created by the Act. It plans to employ approximately eighty (80) people
statewide and have approximately three (3) regional claim center offices (the “Claim Center
Offices™) in addition to the Corporation’s headquarters to be located in Hinds, Rankin or
Madison Counties, Mississippi (the “Greater Jackson Metropolitan Area”) by the start-up of
instant ticket sales on or before December 1, 2019, The exact numbers of employees, retailers
selling the Corporation products and Claim Center Offices is subject to change in the discretion
of the Corporation. The Corporation is committed to maximizing revenues to the State of
Mississippi by providing entertaining lottery products and quality customer service to retailers
and players, while maintaining its integrity and the integrity of its games.

The Corporation requires that instant ticket sales begin on or before December 1, 2019 (the
“Startup Deadline”); thus, all components of the System and instant ticket operation must be in
place, fully operational and tested prior to that Startup Deadline. The Corporation also requires
that online ticket sales begin on or before February 10, 2020 (the “Online Deadline™); thus, all
of the online lottery game products, services and systems must be in place, fully operational and
tested prior to that Online Deadline. The Corporation currently expects to begin with instant
ticket price points at $1, $2, $3, $5 and $10 and may offer higher instant ticket denominations
within the Contract term. The Corporation plans for the Vendor that is selected to provide the
System, goods and services contemplated by this RFP (the “Sucecessful Vendor”) to develop and
implement software and systems and do all things necessary to enable the Corporation to achieve
all of its objectives as set forth in this RFP.

The Corporation’s retailer base (“Retailers™) as of the Startup Deadline is currently expected to
be approximately fifteen hundred (1,500) to seventeen hundred (1700) (subject to change in the
discretion of the Corporation). Thereafter, based on subsequent developments and sales and the
recommendation of the President to the Board, the Retailer base may be expanded to three
thousand (3,000} or more during the term of the Contract. Additionally, the Corporation
currently plans to staff and operate three (3) Claim Center Offices throughout the State of
Mississippi in addition to its headquarters to be located in the Greater Jackson Metropolitan
Area. Accordingly, the System proposed by the Vendors must be sufficiently scalable and fully
functional to properly handle the growing needs of the Corporation as they evolve from time to
time in the discretion of the Corporation.

1.2 CORPORATION OBJECTIVES

All Proposals in response to this RFP shall reflect at least the following overall goals and
objectives of the Corporation:
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To acquire a System and instant ticket operation that will suit the requirements of the
Corporation now and into the future;

To make prize payouts of a least fifty percent (50%) of the total annual gross revenues
accruing from the sale of lottery tickets;

To annually increase revenue to the Lottery Proceeds Fund in the Mississippi State
Treasury (the “Lottery Proceeds Fund™), and meet the Act’s requirement to transfer the
net proceeds of total annual gross revenues accruing from the sale of lottery tickets (after
payment of prizes to the holders of winning lottery tickets and payment of costs incurred
in the operation and administration of the lottery) to the Lottery Proceeds Fund;

To market high quality products that provide entertainment and customer satisfaction;

To ensure that the lottery receives services from Vendors who are financially sound and
expetienced and who maintain favorable reputations within the lottery industry for proper
ethics and contract performance;

To ensure that the Successful Vendor is capable of providing the Systems and services
called for in this RFP, and that the Successful Vendor will be capable of continuing to
provide the System and those services during the term of the Contract;

To ensure that the System is fully operational and installed and all instant ticket products
are in retail locations and available for sale to the public in all Retailer locations approved
by the Corporation at least two weeks prior to the December 1, 2019 Startup Deadline;

To ensure that the Successful Vendor is capable of full compliance with “Applicable
Laws” (as defined in Section 3.13) in the operations proposed to be conducted under any

Contract awarded as a result of this Procurement;

To provide for innovation and the ability to respond to changes in the industry and the
demands of the marketplace;

To obtain the highest quality goods and services at competitive prices; and

To start up and operate the Mississippi Lottery as an extremely successful lottery, while
maintaining its efficiency, security and integrity.

SUCCESSFUL VENDOR/CORPORATION RELATIONSHIP

The nature of this RFP and the Contract that will result from this Procurement will result in a
relationship between the Successful Vendor and the Corporation, which relationship must be
founded on mutu