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RE:  Monthly Disclosure Reports

July 11, 2011

The Honorable Mike Beebe
Governor of Arkansas
State Capitol

Little Rock, AR 72201

Dear Governor Beebe:

On behalf of our agency and the Commissioners of the Arkansas Lottery Commission, please
accept the attached monthly disclosure reports pursuant to §§ 23-115-206 and 23-115-302 for
the month of June 2011, The report contains the following information:

Contracts Awarded

Debt Set-Off Collections

Retailer Losses

Breakdown of Lottery Sales per County

Total Number of Retailers

Total Lottery Revenue

Prize Disbursements

Operating Expenses

Net Assetls

10.  Administrative Expenses

11.  Unclaimed Prize Report

12.  Arkansas Scholarship Lottery Minority- and Female-owned Business Report
13.  Arkansas Scholarship Lottery Vendor Minority- and Female-owned Business Report
14, Arkansas Scholarship Lottery Demographics

15. Internal Auditor Report

16. Instant Ticket Games Released

Respectfully submitted,

Ernie Passailaigue
Director, Arkansas Lottery Commission

e ARl S R

Enclosures

cc: Ms. Dianne Lamberth, Chair
Arkansas Lottery Commission

Post Office Box 3238 « Little Rock, Arkansas 72203-3238  (501) 683-2000 s http://myarkansaslottery.com
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Ernie Passailaigue,
Director

July 11, 2011

The Honorable Johnny Key, Chair

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

Little Rock, AR 72201

RE:  Monthly Disclosure Reports
Dear Senator Key:

On behalf of our agency and the Commissioners of the Arkansas Lottery Commission, please
accept the attached monthly disclosure reports pursuant to §§ 23-115-206 and 23-115-302 for
the month of June 2011. The report contains the following information:

Contracts Awarded

Debt Set-Off Collections

Retailer Losses

Breakdown of Lottery Sales per County

Total Number of Retailers

Total Lottery Revenue

Prize Disbursements

Operating Expenses

. Net Assets

10. Administrative Expenses

11. Unclaimed Prize Report

12. Arkansas Scholarship Lottery Minority- and Female-owned Business Report
13. Arkansas Scholarship Lottery Vendor Minority- and Female-owned Business Report
14.  Arkansas Scholarship Lottery Demographics

15. Internal Auditor Report

16. Instant Ticket Games Released

LRI LN

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

Respectfully submitted,

)
Gy

Ernie Passailaigue
Director, Arkansas Lottery Commission

Enclosures

cc: Ms. Dianne Lamberth, Chair
Arkansas Lottery Commission

Post Office Box 3238 » Little Rock, Arkansas 72203-3238 « (501) 683-2000 » http://myarkansaslottery.com



ARKANSAS LOTTERY
COMMISSION

Arkdonasas

Scholarship Lottery

"4 Natural State of Fun!”

Dianne Lamberth,
Chair

Mike Malone,
Vice Chair

Ben Pickard,
Secretary/Treasurer

]ohn C; (Smé)k;y)
Campbell 111
Bruce R. Engstrom
Steve Faris
Raymond Frazier
George Hammons
Patty L. Shipp

Ernie Passailaigue,
Director

July 11, 2011

The Honorabie Mark Perry, Chair

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

Little Rock, AR 72201

~RE:~ -Monthly Disclosure Reports

Dear Representative Perry:

On behalf of our agency and the Commissioners of the Arkansas Lottery Commission, please
accept the attached monthly disclosure reports pursuant to §§ 23-115-206 and 23-115-302 for
the month of June 2011, The report contains the following information:

Contracts Awarded

Debt Set-Off Collections

Retailer Losses

Breakdown of Lottery Sales per County

Total Number of Retailers

Total Lottery Revenue

Prize Disbursements

Operating Expenses

Net Assets

10. Administrative Expenses

11.  Unclaimed Prize Report

12.  Arkansas Scholarship Lottery Minority- and Female-owned Business Report
13.  Arkansas Scholarship Lottery Vendor Minority- and Female-owned Business Report
14. Arkansas Scholarship Lottery Demographics

15. Internal Auditor Report

16. Instant Ticket Games Released

e N o

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

NN

Ernie Passailaigue
Director, Arkansas Lottery Commission

Enclosures

cc: Ms. Dianne Lamberth, Chair
Arkansas Lottery Commission

Post Office Box 3238 » Little Rock, Arkansas 72203-3238 « (501} 683-2000 » http://myarkansaslottery.com
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Arkansas Lottery Commission Term Contracts for Goods and Services
June 2011

1. On June 15, 2011, The Arkansas Lottery Commission entered into a Non-Exclusive
Licensing Agreement with Scientific Games International to allow the ALC to reproduce, use,
and make copies of the “Wheel of Fortune” licensed property. This agreement has been
provided to the Arkansas Lottery Commission Legislative Oversight Committee under separate

cover letter.

2. OnlJune 28, 2011, the Arkansas Lottery Commission and intralot, Inc., through National
Software Escrow, entered into a Software Escrow Agreement to ensure ALC has access to
certain proprietary computer software programs and related documentation in the event.
Intralot, Inc. is unable to satisfy its obligations. A copy of that agreement, Software Escrow
Agreement Number 7022, is attached.



National Software Escrow

June 29,2011

Toula Argentis

Iniralot, lnc.

11360 Teehnology Circle
Puluth, GA 30097

Dear Toula:

Thank you for selecting NS¥ for your Sofiware Escrow needs.

This Tetter is written to inform you that National Software Escrow, Inec. has
received the Mateiials that are to be deposited into escrow for the fulfillment of
Software Hscrow #7022 by and between Intralot, Inc. and Arkansas Lottery

Commissgion.
The Escrow Materials have been deposited into the offsite storage facility.
Please call me at (440) 546-973( if you have any questions.

We appreciate both organizations’ confidence in National Sofiware Escrow, Ine.

Regtrdy "7

( /gzx/f’aé;/ﬁ
David P. Baka
President

DB/dac

Ce:  E. Passailaigue
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National

 Software Escrow

SOFTWARE ESCROW AGREEMENT

- NUMBER 7022

-, 201t {“Bffective Date™), amung
NATIONAL SOFTWARE ESCROW. INC.. ai Qhin
Corporation, {"Tie ESCROW AGENTY) and
INTRALOT. INC, {"The TECHNOLOGY VENDOR")
and; ARKANSAS LOTTERY COMMISSION {"The
BENBFICIARY").

Thu. Bscrow  Agrgemgnt |.nade and
elfctive. of this _zﬁ day of
Jogie”

A. The TECHNOLOGY VENDOR and the
BENEFICIARY have entered into an Online Lottery
Game Services and Lottery Gaming System and
Services Request for Proposal attached hereto as
Exiubit A, both of wiich are lncurporated by
reference {the "Online RFP"]

B. By the Online RFF. the TECHNOLOGY
VENDOR granted the BENEFICIARY for it8 use 2
license to wse certain computer siftware
program(s) and related documentation which are
proprietary to the TECHNOLOGY VENDOR and
access to which must be restricted to protect s
bysiness.

C The TECHNOLOGY VENDDR has
maintenance -~ and  upgrade obligations to
BENEFICIARY as provided by the Ouline RFP.

D. The BENEFICIARY must have access o

those materials identified in this Agreement if

TECHNOLOGY VENDOR . unable to satsfy s
obligations as set forth in the Online RFP

R. To address the respective neeids of the
TECHNOLODGY VENDOR and BENEFICIARY, the
TECHNOLOGY VENDOR and BENEFICIARY in
consideration of the promises and the mutual
covenants contained herein, have agreed to escrow
Deposle Materigls with the ESCROW AGENT and
ESCROW AGENT aprees v accept and to likewise
be bound as follows: ]

1.0 DEFINITIONS

L1 "soﬁrce Code* means a farm suitable for

. reproducton by computer and/or photocapy

equipment, and ¢onsists of a full source language

statemnent of the Program or Programs as initiafly
instlled by BENEFICIARY or as later revised,
updated or improvert comprising the product and
any.exishng Pragram maintenance documentation,

. incloding  a#t flow  charts, schemabics and

apnotations which cormprise the precoding detailed
design specifications and all other materials
necessary to allow a reasonably skilled third-party
programmer to maintain or enhapce the product
wazhour the help of any other person ar reference
to any other materal,

1.2 “Programs” means one of the computer
sofrware programs idenfified by TECHNOLOGY
VENDOR to ESCROW AGENT as bemg a program
for purpnses of this Agreement, This includes any

" prograin so identified 1 Exhibit A attached hereto

and wny additioral program that TECHNOLOGY
VENDOR identifis \n 2 deposlt form {(Farm 2.1)
that it submits to ESCROV AGENT as a depasit as
hereinafter provided. A given Program mcludes all
components thereof and al) Updates theretore (as
heremafter defired). A given Program meludes
any different verions thereof for different ysers,
user agents, and apevating systsis.

L1 "Defauk’ means one or more of the
developments or events specifled in 3.0 of this
Agreuimnent.

14 "Deposit Materials" includes, but is net
Jnmted to, the source cade, control procedures for
sofiware change management and documentation,
mcluding updatd service and operational
manuals, written procedures and all updates to the
source code and any other information deemed
necessary for the operation of the onling lottery
system as ncluded in the Online RFP  artached
fiereto as Exhibilt A, or otherwise idenbiied on
Form 2.1, as the tase may be. Deposit Materials
must be readable and useable in-thelr current -
form or, If ahy porion Is encrypted, the decryption
tools and decryption keys must also be deposited
and separately identified as soch on Porm 2.1
attached; and mustinclude a current version of any
Source Cade for ol software licenzed under the
Online RFP and all updates therato, together with

Natfono) Softwars Esceow, fnc. .
0226 Brechsvitle Road, Building Thrae, Sulte 105 s Brecksvills Ohio 44141

[440) 546-9750  Fax (440) 546-0207 » www.naliomisoftwereescrow.com
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all documentation tecessaty to enable a

_reasonably skilled programmer to maintain such

livensed sofiware, and descriptions of alf
compilers, assemblers and other computer
pregrams and related documentation and other
materials that are necessayy or useful to use
modify and prepare dervative works of such
Sousce Code.

L5 “Notice of Default” means a written notice
issued by BENEFICIARY to both TECHNOLOGY

VENDOR and ESCROW AGENT, which complies

with Section B.15 and furiher, that identifies the
Online RFF and this Bscrow Agreement, specifies
the Defeult with reasonable specificity under

Secion 3.1 A, B. or L. idenhfles the Daposit

Materials and demands the delivery of a complete
capy of the Deposit Materials to the BENEFICIARY.

16 “Updates mean  any  reluase,
mprovement, revision, enhancement, update, or
module  generally made avarlable hy the
TECHNOLOGY VENDOR for a Program.

1.7 “Online  RFP" means the contract
between BENEFICIARY and  TRECHNOLOGY
VENDOR \dentified in Recital A above,

2.0 DEROSIT OF DEPQSIT MATERIALS

2.1 Upen execution of this Agresment, the
TECHNOLOGY VENDOR agrees fto deposit as

required by this Agreement and the ESCROW

AGENT agrees to accept the Daposit Materlals for
the licensed Program{s) as listed i Form 2.1,
artached hereto and made a part hereol In
addition, from time o time hereafeer, the
TECHNOLOGY VENDOR wil deposit- with the
ESCROW AGENT ail necessary and appropniate
Improvements,  revisions, enhancements. or
updates for the Deposit Materials so thal, at all
bimes, the Depowit Materials will correspond with
the  Programs  actually  distributed  to
BENEFICIARY.

2.2 TECHNOLOGY VENDOR represents and
warrants that:

A, The ltems listed m Form 2.1 attached
herato complies with the defimtion o Deposit
Matenals a5 defined in 1.4 of this Agreement and
constitutes tha  Depnsit  Materials  and
documentation of the licensed Progrom{s} subject
to the Onime RFP. :

B. ' The Deposit Matenials delivered to the
ESCROW AGENT are in a torm suitable for

teproduction by computer andfor photacopy
equipment

c The Deposit Materials inically delivered
to the ESCROW AGENT include ail necessary
materials to perniit 4 reasonably skilled third party
programmer to recreaste executable version(s) of
ticensed Program(s) fram the Source Code.

n The Deprsit Materials are 'not subject to
any hen or other encumbrance, and ahy hens or
encumbrances nade after the execution of this
Agrezment will not prohibit, fimit, of ater the rights
and .obliganons of BSCROW AGENT under this
Agreamant. ’

2.3 The TECHNOLOGY VENDOR covenants that :

A The TELINOLAGY VENDOR shall provide
written notificaton to the BENEFICIARY within
ten (10) days of its intended deposits of updates,
ehhancements o other modifications to the
Deposit Materials escrowed with the ESCROW

AGENT

B, With regard to Deposit Materials, the
TECHNOLOGY VENDOR will conspicuously labei as
"Source Cade” both initial and subsequent
defiveries of Engible media. which comprise
Source Code as defined by this Agreement.

C. The TECHNOLOGY VENDGR will complete
Farm 2.1 and submat both it and the original, along
with revised, updated or nnprovegd copies of the
Deposit Materisls to the ESCROW AGENT
Additionally, the TECHNOLOGY VENDOR will
stnultaneously send 8 copy of Form 21 to
BENEFICIARY when the foregoing 5 sent to
ESCROW AGENT.

b. The TECHNDLOGY VENDOR will
pronptly supplement the Deposit Materisls with
all vevisions, correctionis, enhancements, or other
changes st that the Deposit Materials constitute a
lwman readable program for the current release of
the licensed Program to which ths agreement

relates. -

E. The TECHNOLOGY VENDOR will both
witially and 1n subsequent delivenes. of Depnsit
Materials to the ESCROW AGENT deliver all
nacessary materals tv permit a reasonably skillad
third party programmer to recreate execubable
version{s) of licensed Programis) from the Daposit
Materials.

National Software Escrow, Inc.
8225 Brecksville Road, Building Thrae, Suite 105 = Bracksvillg, Ohle 424141

{440) 546-9750 « Fax (#40) 546-0207 » www.nationalsoftwareescrow.com
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F Upon request of the BENEFICIARY, the
TECHNOLOGY VENROR must verify and certlly that

the Depasit Materials deposited sceurately and

completely comprise the Sourse Code and rvelated
docementation needed to- suppert the current
version|s) of tite Software.

G. The BENBFICIARY shall be entitled to
observe and inspect the deposited materials,

2.4 The ESCROW AGENT covenants thar:

A The ESCROW AGENT will. itsue to the
TECHNOLOGY VENDOR and BENHFICIARY a
receipt for the imbial Depnsit Materials and for
aach subsequent deposit. .

B. The ESCROW AGENT will use its hest
efforts for the storage, maintenance and safety of
the Depomit Materials as used in the industry,

C The Deposit Materials will be stored,
maintmined and preserved m 3 secure and
climatized storage facility conmtaining; at a
minithum, the followeng:

(1} Cartified Halon fire supprassion system;

{1 Cumputer-con:ralled hamdity  and
temgerature levels: ‘

(i)  Vault and building monitored by 24-hour
surveilance and security systems:

{w) Key punch secess resiricting access
throughout the vault; and

{v) Air flitration system

D The ESCROW AGENT will hold the

Deposit Materlals frae of access of anv other’

person unless Sectan 3.0 Defaults and Release
trom Escrow, and Section 4.0 Disputes, have been
sansfied

25. The BEMEFICIARY and TECHNOLOGY
VENDOR both acknowledge and agree thac

A The ESCROW AGENT has ne duty o veriy
that TECHNOLOGY VENDOR has approprately
prowided Deposit Materials as required by this
Agreernent T i

B. This Agreement does not transfer
TECHNOLOGY VENDOR's right, title or interest in
the Deposit Materials or its related documentation
to BENEFICIARY and TECHNOLOGY VENDOR may

at irs sole discretion except as fimited by the Onfine
RFP, bwn, possesi and secure the onginal Deposit

Materals.
3.0 DEFALILTS AND RELEASE FROM ESCROW

3.1 Any of the following will constitute a
Default by the TECHNOLOGY VENDOR of
obligation  and . respensibilities  ta  the

BENEFICIARY.

A The TECHNOLOSY VENDOR s unable to
correct any operational defect in the Progrem
which prevents it from functioning In accordance
with the applivable specifications, docninentation,
performance crtena and other warianties and

_ descriptions provided in the Onbne RFF within

sixty (60) days, orsuch longer period of time as the
Technology Vendor and Beneficizry may agree to
based upon crrumstances gwing rise to the
Operational Defuct, after the BENEPICIARY has
natified the TECHROLOLY VENDOR of such failure,
spacifying m resonable detall the vespects in
which the progiam fails ta perform.

B The TECINOLOGY VENDOR 15 unable to

" discharge any of itz matitenance obligations to the

licensed Program 1  accordance with the
warrahities or other . smandards for such
mamtenance set orkh 1n etther the Online RFE or,
i applicable, a written software maintendnce
agreement which may then be (n effect betwean
the TECHNOLOGY VENDOR and the BENEFICIARY
within sixty (60} days , or such longer perfod of
time as the Tecnolugy Vendor and Beneficiary
nay agree to based upon crecumstances giving rise
to the Qperations| Defect, after the BENEFICIARY'S
natice to the TECHNOLOGY VENDOR speciying in
reasonable detal the respects In which the
program is not beng preperly mamtamned,

C The BENEFICIARY has reascnable cause
te believe that any one of the following events will
cause the TECHNILOGY VENDOR to fail to mest its
warranty and mamtenance obligations:

(1] wisuiveacy;

() general assignutent for  bemefit of
creditors;

{iii} receiverappomtment;

{w) ass#ts hecome subject to nsnivency
proceeding;

v wind-upor business liquidation,

Natiohal Software Escrow, Inc.
8225 Brachsville Road, Building Thrze, Suite 105 v Bracksvitk, Ohlo 44141

{440} 546-9750 » Fax (440) 545-0207 » www.nationulioftwireescrow.com
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32 ‘On the happening of one ar miore Events
of Default as deseribed in the Ouline RFP, the
BENEFICIARY shall give written Notice of Defavit
45 provided by this Agreement to baoth the
ESCROW ACENT and the TECHNOLOGY VENDOR of
that Default Thé Notice of Default shall be labeled
a "Notice of Default” shall denttfy the Online RFP
and this Escrow .Agreement, shall specify the

 nature of Defauit, shall identify the Depusit

Materials with réasonable specifiaty, and shall
demand the delivery of a complete copy of e
Deposit Materials to the BENEFICIARY

Upon rveeeipt of the Notice of Default the ESCROW
AGENT shall ikewise send a copy of the Netice of
. Defauit to the TECHNOLOGY VENDOR hy certified
ar registered mail, return receipt requestad. if the
TECHNOLOGY VENDOR desires to dispute the
Notice of Default, the TECHNOLOGY VENDOR shall,
within ten (10} days after receipt thereol, deliver
to the ESCROW AGENT an affidavit or other sworn
statement stating that in the TECHNOLDGY
YENDOR'S view, no Default has occurred.

if the ESCROW AGENT does not recetve an affidavit
or other sworn Wwiitten Statement from the
TECHNOLOGY VENDOR stating that the
TECHNOLOGY VENDOR does not believe there hias
been a Default, within the tune permitted by
Section 3.2, the ESCROW AGENT is autharized and
directed by TECHNOLOGY VENDOR to deliver the
Deposit Materials to the 'BENEFICIARY.  The
ESCROW AGENT shali deliver the Daposit Materials
to the BENEFICIARY in the same medium as
delivered ta the ESCROW AGENT by the
TECHNOLOGY VENDOR. The ESCROW AGENT's
responsibiiity for the Depdsit Materwals cesses
tpon release of the Depnsit Materisls to the
BENEFICIARY, and the ESCROW AGENT is nor
responsible fer any inahility by the BENEFICIARY
10 successfully utilize the Depost Materials after
release,

Unless otherwise pravided in the Online RFP, upon
release of the Deposit Materials, the BENEFICIARY
shall have the mgit to use the Deposit Materals jor
the sgle purpose of contiouing the benefits
afforded to the BENEPFICIARY by the Online RFP
The BENEFICIARY shall be obligated te maintain
the confldenniglity of the released Deposit
Materials and even though the Deposit Materials
have been released or ntherwise, this Agreenent
will not copstitute a termination, renewal, or
atherwise of the Online RFP

33 In the event that the ESCROW AGENT
hecomes insolvent, makes a general assignment for

the heneflt of crecors, or suffers or permits the
appointntent of # receiver for its business, where
its assets become subject w aay proceeding under
any msolvency law, domastic or loreign, or has
wound up or Iiqudated stz business, the ESCROW
AGENT shall actify both the BENEFICIARY and
TECHNOLOGY VENDOR of the occurrence. The
BENEFICIARY and TECHNOLOGY VENDOR will
gach use its hest effarts to fnd another suitable
party I serve a5 a replacement ESCROW AGENT. .

M1 the event that the TECHNOLOGY VENDOR
hecdmes insolvent, makas & general assignment for
the beneflt of creditors, or suffers or permits the
appulntment of a recelver for its business, where
15 assets become subject to any proceeding under
any msolvency law, domestic or foreign, or has
woond up or Hquidated its busivess, the
TECHNOLGGY VENDOR shall notify both the
BENEFICIARY and ESCROW AGENT immediately of
the accurrence  Should-such an event ncour, the
RENEPFICIARY and TECHNOLOGY VENDOR agree
that the ESCROW AGENT shall provide the
BENEFICIARY imimedhate access to the Deposited
Materisls from the ESCROW AGENT without peror

- _notice ar right o pratest from the TECHNOLOGY

VENDOR

34 The ESCROW AGENT has na obligation to
release the copy of the Deposit Materials to any
third-party that s ot a party to this Agreement
except as required by law or court prder, -

35 The TECHNOLOGY VENDOR acknowledges
that the BSCROW AGENT has the right to maintamn
the Deposit Materials in the HSCROW AGENT'S
prusession and [ provide such Deposit Materigls
w the BENEFHIARY for the fulfiliment of this
Agreement hetwoen the TECHNDLOGY VENDOR
and the BENEFIJARY.

4.0 DISPUTES

4.1 If the TECHNOLOGY VENDOR provides t
ESCROW AGENTand BENEFICIARY withm the ime
permittedl by Section 3.2 an affidavit or ather
sworn statement 1 response to the Noowe of
Default asputing the existence of any Default, the
ESCROW AGENT will nat release the Deposit
Matenrials unnl « receives joint instructions from
the TECHNOLOGY VENDOR and the BENEFICIARY
requirtig ur auttomzig such release.

Both-partres agee that the ESCROW AGENT 15
directed to act in accordance with the abhove
determination and to be entiraly protected from

National Softwar+ Escrow, Inc.
5225 Srecksville Road, Bullding Three, Suite 10 « Brecksvile, Ohio 44141

(440) 546-9750 » Fax (440) 546-0207 « www.natiopalsofivareescrow.onm
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any adverse results of such actions even f a court
should [ater determine their rights differently.

5.0 PAYMENT AND INMDEMNIFICATION OF THE
ESCROW AGENT

5.1 The ESCROW AGENT must be paid for its

services in accordance with BExhibit B, attached

hereto and titted "PRICE SCHEDULE." The BSCROW -

AGENT shall not be required to perform any
service, including release of any Deposit Materyals,
unless the payment for such service aad any
outstanding balances owed to the ESCROW AGENT

~hwve been pamin full.  initial fees are dig upan

receipt of a signed contract or receipt af the
Deposit Materizls whichever 15 earhest.

The "PRICE SCHEDULE" attached hereto as Exhibit
B may be modified and updated at the diseretion of
the ESCROW AGENT. The ESCROW AGENT shall
provide mmnety (90) days notice to the
TECHNOLOGY VENDOR and BENEFICIARY in the
event the "PRICE SCHEDULE" is modified or
updated,

i the TECKNOLOGY VENDOR [zils to pay am
invoice addressed o it for services under this
Agreement within thirty {30} days of «ts izsue, the
ESCROW AGENT reserves the right to give he
TECHNOLOGY VENDOR written notice to pay the
outstanding invoice within 30 days. IF the
TECHNOLOGY VENDOR Fails to pay the outstanding
snvoice upon the expiration of the 30 day cure
period, the ESCROW AGENT will give the
BENEFICIARY a perfod of fiteen (15) days to pay
the TECHNOLOGY VENDOR'S outstanding inveice,
if the TECHNOLOGY VENDOR'S invoice remains
outstanding upon the expiratton of the fifteen {15)
day paymerit period offeréd ro the BENEFICIARY,
this Agreement will aurematically and immediately
termimnate,

The ESCROW AGENT shall not be obligated or
required to examineg ar nspect the Deposit
Materials, The ESCROW AGENT'S ohligation shafl
be limued to providmg the same degree of care for
the Deposit Materials as it maintaing for s
valuable documants and those of its Custumers
lodged tn the same locacion.

The ESCROW AGENT may rely upon and shali be
protected by the BENEFICIARY and TECHNOLOGY
VENDOR in acting upor zny written notice,
reguest, waver, consent, receipt, or other paper or
dacument furnished to It aot only in assunnng its
due execution, but also as ta the tewth of any
tformation contained therewm.

6,0 QWNERSHIP OF BEPOSIT MATERIALS

6.1 The ESCROW AGENT shall'be the legal
owner of the tangble medium comprising. the
estrowed Deposit Materlals, but not the Depogi
Materiols itself nor the documentation and other
mformation embodied in sueh mngible madivm,
upon receipt of sich mateval and at al) times until

. the Depostt  Marerials  are  retimmed to

TECIINOLOGY VENDOR or otherwise relensed in

‘accordance with the terms of this Agreement,

subject anly to the clams .of TECHNOLQGY
VENDOR and BENEFICIARY asdesc;[laed hqmin. 7

.2 The ESCROW AGENT, the TECHNOLOGY
VENDOR and the BENEFICIARY recogruze and
acknowledge that ownership of the Deposit
Materials _ itsef and any programmer
ducumentation [tngether with all copyright nghts
rnd proprietary nghts thergin} shall continue as
belongng te the TECHNOLOGY VENDOR at all

uimes

6.3 The ESCROW AGENT has the right to
make copies or reproduce the Deposit Materials
only as is reasonably necessary to perform or fulfill
the terms of this AgreemenL

7.0 TERM AND TERMINATION

71 The initiat term of this Agreemment sfora
period of ane (1) year. Therealter, this Agreement
shall automatically renew from year-to-year for a
period not to excend seven {7) years unless (a) the
TECHNOLOGY VEMDOR and the BENEFICIARY
foratly natruct the ESCROW AGENT in writing that
the Agreement k terminated; {(b) the ESCROW
AGENT instyucts the TECHNOLOGY VENDOR and
the BENEFICIARY i writing that the Agreenant is
rerminated for nonpavenent in accordance with
Section 5.1; or (¢) the ESCROW AGENT roserves
the vight to termnate this Agreement, for any
reasan, other thes nonpayment, by providing the
TECHNQLOGY VENDOR. and the BENEFICIARY
ninety [90) days written notice of its Intent Lo
teriainace this Agreerent

7.2 Upon termmation ot thrs Agreement or 1f
a copy of the Depisit Materfals 15 delivered to the
BENEFICIARY pussuant to the Nonice of Default
procedures set fonh heres, the BSCROW AGENT'S
duhes with resped to such Deposit Materials shall
terminate o the dite of such defivery.

7.3 Upon termination of s Agreament, the
obligations of confidentlity with regards to the
Deposit Matenals, obligations of the TECHNOLOGY

Natignal Sofhware Bs:mw. Inc,
82724 Bracksville Road, Bullding Three, Suite 105 « Brecksvills Ohio 44141

(440} 546-9750 « Fax (440) 546-0207 « www.pstianalsoltwarsescrow.com
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VENDOR and BENEPICIARY to pay any fees and
experises doe to the ESCROW AGENT. and 2l tarms
of Section 8.0 "GENERAL TERMS" of this
Agreement survive and remain binding on the
TECHNOLOGY VENDOR, BENEFICIARY, and

ESCROW AGENT

8.0 GENERAL

8.1 Except as provided s this Agreement, the
FSCROW AGENT agross that it shall nat divulge or
disrlose or otherwise make available to any third
persan whatsaever, or make any use whatsoever of
the Deposit Materials without the express priop
written consent ¢f the TECHNOLOGY VENDOR.

8.2 The ESCROW AGENT shail aot, by reason
of its executton of this Apreement, assume any
responsibelity or lability for any transactions
hetween the TECHNOLOGY. VENDOR and the
BEMEFICIARY ather than for the performance of its
obligations with respect to the Dreposit Materlals
held by it an accordance wath this Agreement.

83 THE  ESCROW  AGENT  HEREBY
DISCLAIMS THE UMNIFORM COMMERCIAL CODE
IMPLIED WARRANTIES OF MERCHANTABILITY
AND FITNESS FOR A PARTICULAR PURPOSE AND
ANY AND ALL OTHER EXPRESS OR IMPLIED
WARRANTIES OF ANY NATURE OR KIND.

a4 The ESCROW AGENT'S liahility to the
TECHNOLOGY VENDOR and the BENEFICTARY
shall e fimited to the safe return of the Deposit
Matorials tor whichever is entitled to 1t by
agreement between thenm, or performing iks
obligations under Section 24 of  this Eserow
Agresment. IN NO EVENT SHALL THE ESCROW
AGENT BE  LIABLE  FOR  PUNITIVE,

CONSEQUENTIAL OR OTHER DAMAGES TO

EITHER THE TECHNOLOGY VENDOR QR THE
BENEFICIARY. DAMAGES SHALL BE LIMITED TO
THE SUM OF ALL ESCROW FEES PREVIQUSLY
PAID BY THE TECHNOLOGY VENDOR AND THE
BENFICIARY UNDER THE TERME OF THIS
ESCROW AGREEMENT

85  This Escrow Agreement shall oot he
waived, amanded, or madifled except by wrtten
agreement ot all of the parties herein, Ay
wwaldity w whole ar in part of any provisian of
this Escrow Agreement will nut affect the valldity
of any of s ather provisions,

8.4 Al notices required ta he given
hereunder shall be in writing and shall be given by
cortified or registered mad, return  receipt

- requestes, to We pardes at thejr respective

addresses as indicated in this agreement or to such
other address thet shail be specified 1n writingin a
notive to all of the ather parties.

87 All parties of this Agreement represent
and warrant that the execution, defivery and
performance of this Agresment have been duly
autherized and signed by a person approved to

" sign on behail of the respective party as named.

2.8 Al disputes mvolving & State cause of
achion  aganst BENEFICIARY or to~ which
BENEFICIARY is 2 party which arise under Ethis
Agreement mustbe filed in the state court located
mn Pulaski County, Arkansas, which shall have
exclusive jurlsdition over state law matters, Al
disputes invaiving & State cause of acdan between
the ESCROW AGENT and the TECHNOLOGY
VENDOR which arise under this Agreement must
be filed in the state court located an Cuyahoge
County, OChio. which shell hewe exclusive
jurisdichon  dver  state  law  matiers
Natwithstanding the foregoing and Section 8.9
helow, wrisdiction, venue and torum {mediation,
arbiration, litigiion, administrative proceeding)
ete, for any dispotes solely- as  between
TECHNOLOGY VENDOR and BENEFICIARY {and
specifically excliding ESCROW AGENT) shall be
canstrued and determined in accordance with the
laws of the State of Arkansas and subject to the
terms set forth inthe Online RFP,

8.9 All dispukes invalving a Federal cause ot
action arising under this Agreament to which the
BENEFICIARY Is a party must be filed n the

Eastern District of Arkansas, Western Division,

which shall havesxclusive jurisdiction over federal
matters. Al dispuates mvolving a Federal cause of
acton arising under this Agreement betweun
ESCROW AGENTand TECHNOLOGY VENDOR must
e fited 16 the Northern Obstracr of Ghio, which shail
have exclusive ursdiction aver federal matters.
The TECHNOLOSY VENDOR and ESCROW AGENT
expressly waive any and all chjections e personal
jurisdiction In s venue. The parties 1rrevocably
submit ta such federal court's jurlsdiction hareby
walving any claim of inconvenrent forum.

810 The ESCROW AGENT shali ner be lizble
for auy failure vo perform its obligations
connection with this Agreemient f such FRailure
results from anyact of God, riot, war, zivil unrest,
flond, earthguake, or ather cause beyond such
party's reasomable control  (ncluding  any
miachamcal, elecronic, or communications failure,

Natiunal Softwara Escrow, Inc,
8225 Bracksville Road, Building Three, Suite 105 » Brecksville, Ohio 44141

{440) 546-9750 « Fax {440) 546-0207 » www.nationalsoftvareescrow.com
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hut excleding failure caused by the ESCROW
AGENT's financial condition or neghigence.

8.11 This Agreement eonrels the parties’
respective ohligations cancerning only the subjeet
matter herent. To the extent of a conflict batween
the Unline RFP and thss Agreenient concerning the
ESCROW AGENT's dulles, this Agreemant cantrols,

812 - The valdity and effect of this Agreement
and the nghts and abligations of the partes hereto
shall be construed and ‘determined in accordance
with the laws of the State of Arkansas.

813  This Agreement shall be binding upon
and shall inure to the benefit of the transferess,
successars and assigns of the partres including, but
not lignted to, any company or corparation with
which & party may merge or consolidate, The

ESCROW AGENT 15 an ntended third party
beneficiary of this Agreement,

- B4 Numhbers and hties to paragraphs hereof

are for informaton purposes onfy and, ‘where

incensistent with the text, are to be disregarded.

815 Al netces, affidavits, sworn statements
or all other commumcations requived or which
may be grven pursuant to this Agreement shail be
i writing and gitull be delivered personally, faxed
with a copy sent contemporancously by mail, or
sent by certifled, repistered, or express mail,
postage prepaid, ko the sppropnate address set
forth below, or a Juter spdated by 2 party in 2
manner coimplying with thi Section 8.15.

Nationul Software Escrow, Inc.
8225 Brecksvitle Road, Building Three, Suite 105 » Brecksvills Ohin 44141

[440] 546-9750 « Fax (440} 546-0207 » www.nationaisoftwaresscrow.com -
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ACKNOWLEDGED AND ACCEPTED

NA'HONAL SOFTWARE ESCROW, Ib:lC {"ESCROW AGENT)

Addrxés. 8225 Brenksvilleﬂna , Bullding 3, Swite 105, Brecksville, 0o 44141
Tqrtﬁe Attention, nl

- " v
’ IR e
Ic -
-l

Title: 'f_'_: ) t_i_-“(

(NTRALOT. INC. ' (“TECHNOLOGY VENDOR')
Address: 11360 Technology Cirus-Hmt,
To the Attention oI

By _¢

Title:

ARKAMNSAS LOTTERY COMMISSION- (“BENEFICIARY")

Address: P.0 BOX 3238, Little Rock, AR 72203

. Tothe ntion af: Brnie Passalaigue
By: ‘Q/__f o/ é_“‘_’lﬂé_._ﬂ

Title: DH‘M

National Saftware Esciow, Inc.

. §225 Brechsvifle Road, Buliding Three, Suite 105 « Brecksvile. Ohio 44141
(440} 546-9750 « Fax (440) 546-0207 » www.nationalsoftvareescrow.com



ey

EXHIBIT "A"

Please arach a complete copy of the Ontine RFP for the system covered onder Bscrow Agreement Number 7022.

LI T S S T

Nationa] Software Escrow, Ing,
11225 Breckeville Road, Building Three, Suite 105 = Brecksvilly, Obiv 44141

[440] 546-9750 ¢ Fax {440) 546-0207 » www.narionaisofltwireescrow.com
. 9|
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DEPOSIT MATERIALS IDENTIFICATION AND CERTIFICATION
' ESCROW FORM 2.1 '

The wirlersigam] “TECHNOLOGY VERDOR horuby identines the fuiloseyg Depesi Madergds contai!

wilthit e package 1 which this doctment s dtached i coroien w s vamphgeniss and aetcy for scrow

Agreentent Murntwe TH22,

Frogeam

AR LOTOS Saurce Code

AR BDS Saurce Code

AR Terininal Sourés Cade for Micralot aad Picket Vending Machine

DEPOSIT MATERIAL INFORMATION:
18 Howwe medhia wt g .my. af the files vnerypted™ Yog 7 Mo Hves, please wncdade iny passwords :m_xi the

deeryptean ks,

Enere pteang tun! fiaise. R

VIS ey - . o e

Hardhware reguored L

o it et .

Software requsred

Other mequsred infom \lir:{an________.__..__._._. PO

{"HENERICIARY™Y

Nationat Saftware Escrow, Inc.
8228 Brecicsville Rond, Bulhding Three, Sulte 105 o Breckvills, Dhin 44341
{441) 546-9750 » Fax (440) 545-0207 » wwwastionaloftwireesirow.com
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EXHIBIT B
PRICE SCHEDULE

Annual Escrow Fee per Deposit Materrals 1st Year

Renewal Fee

Update Fees per change . ‘
{Includes notification to BENEFICIARY)

National Seftware Escrow, Ine.
8225 Brecksviile Road, Building Three, Sulte 105 w Brecksville, Ohin 44141
(34D0) 546-9730 » Fax (+4) 546-0207 » www.nationalsoftwirecscrow.com

$1300.00
$1000.00

375.00

1]



Arkansas Lottery Commission
Debt Set-Off / Retailer Losses
June 2011

Retailer losses for period June 1 through june 30, 2011: There were no retailer losses

for the month of June 2011,

Debt Set-Off:
a. Department of Finance and Administration $7,106.00
b.  Office of Child Support Enforcement - Child Support $1,000.00

Total Debt Set-Off: $8,106.00



$3,4

ARKANSAS LOTTERY COMMISSION
RETAIL SALES BY COUNTY
June 1 through June 30, 2011

$7,306.00 |

$3,250.00

s 3
s

indh 2y Hieal A iy i by i

ARKANSAS $506,225.00 514,451.00 $22,406.00 $560,028.50
ASHLEY $10,696.00 $9,577.50 $2,114.00 $1,393.00 $108,015.00 $5,032.00 $11,459.00 $148,286.50
BAXTER $5,528.50 $2,652.50 $5,662.00 $3,317.00 $301,619.00 $17,510.00 $32,706.00 $368,995.00
BENTON $4,227.00 $1,944.50 $17,774.00 $4,146.00 $777,348.00 552,198.00 $97,238.00 " $954,875.50
BOONE 51,787.00 51,757.50 $3,648.00 $3,118.00 $300,732.00 $11,058.00 521,407.00 $343,507.50
BRADLEY $607.50 $403.50 $1,274.00 $772.00 $90,220.00 53,424.00 $5,956.00 $102,657.00
CALHOUN $389.00 $245.00 $502.00 $287.00 $48,624.00 51,743.00 $2,846.00 $54,636.00
CARROLL 5442.00 $726.00 $2,548.00 $1,721.00 $228,285.00 $7,599.00" $15,261.00 $256,582.00
CHICOT $5,061.00 $2,390.00 $4,484.00 $973.00 $157,057.00 $16,453.00 $32,523.00 $218,941.00
CLARK $4,071.50 $1,474.50 $3,648.00 $3,113.00 $445,741.00 $10,508.00 $18,763.00 $487,319.00
CLAY $420.50 $79.00 $934.00 $225.00 $84,841.00 $1,944.00 $4,043.00 $92,486.50
CLEBURNE $956.00 $411.50 $6,088.00 53,618.00 $308,549.00 $17,331.00 $29,296.00 $366,249.50
CLEVELAND $584.00 $343.00 $1,248.00 $1,025.00 $72,807.00 52,986.00 $5,257.00 $84,250.00
COLUMBIA $9,431.00 $5,356.00 $2,754.00 $984.00 $164,155.00 $5,954.00 $12,046.00 $200,680.00
CONWAY $4,947.50 $1,730.00 $5,652.00 $2,745.00 $400,636.00 516,445.00 $28,072.00 $460,227.50
| CRAIGHEAD $6,353.00 $3,544.50 $12,866.00 56,003.00 $1,214,905.00 $34,580.00 $63,820.00 51,342,071.50
CRAWFORD $2,380.00 $1,056.50 $8,760.00 $1,913.00 $414,456.00 $24,290.00 $52,643.00 $505,498.50
CRITTENDEN 512,255.00 $6,258.50 $4,858.00 $1,871.00 $552,355.00 $25,901.00 $57,192.00 $660,690.50
CROSS $1,645.50 51,785.50 $2,508.00 $1,408.00 $224,001.00 $6,667.00 $12,621.00 $250,636.00
DALLAS $1,909.50 $1,261.50 $2,730.00 $4,148.00 5148,643.00 $5,770.00 59,736.00 $174,198.00
DESHA $1,053.00 5439.50 $2,646.00 $662.00 $169,382.00 57,031.00 $12,476.00 $193,689.50
DREW $1,054.00 $625.00 $3,210.00 $902.00 $169,637.00 $7,348.00 $13,823.00 $196,599.00
FAULKNER $7,073.00 $4,986.50 $20,946.00 $7,254.00 $1,191,827.00 $59,122.00 $95,224.00 51,386,432.50
FRANKLIN $973.50 $489.00 $2,634.00 $3,566.00 $221,689.00 . $7,624.00 $15,051.00 $252,026.50
FULTON $216.00 $38.00 $718.00 $283.00 $60,818.00 $2,440.00 $4,224.00 $68,737.00
GARLAND $6,199.50 $3,707.00 $24,562.00 $4,339.00 $866,260.00 $70,480.00 $118,405.00 $1,093,952.50
GRANT $516.50 $296.,50 $4,264.00 $2,565.00 $177,038.00 $8,947.00 $14,958.00 $208,585.00
GREENF $3,666.00 $845.50 $5,296.00 $1,839.00 $502,949.00 $12,504.00 $24,872.00 $551,971.50
HEMPSTEAD $17,950.00 54,908.00 $2,160.00 $2,303.00 - $310,732.00 $8,340.00 $12,927.00 $359,320.00
HOT SPRING $1,751.50 . $738.50 $6,600.00. $3,207.00 $343,450.00 $13,795.00 $23,652.00 5393,194.00

Page 1 of 3




L COUNT:
HOWARD

7

ARKANSAS LOTTERY COMMISSION
RETAIL SALES BY COUNTY
June 1 through June 30, 2011

ALE
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$11,388.50 $4,086.0 $1,812.00 $654.00 $150,262.00 $4,204.00 $6,101.00 $178,507.50
INDEPENDENCE $3,197.50 $1,367.00 $9,662.00 $4,279.00 $649,291.00 $19,039.00 533,156.00 $719,991.50
IZARD $292.00 $193.00 5942.00 $216.00 $84,810.00 53,588.00 56,674.00 $96,715.00
JACKSON $10,428.00 $4,347.50 $6,064.00 $2,292.00 $365,772.00 $10,181.00 $17,708.00 $416,792.50
JEFFERSON $30,896.50 $21,561.50 | $21,914.00 $7,826.00 $1,468,657.00 $49,003.00 $81,050.00 $1,680,908.00
JOHNSON $295.00 $93.00 $4,126.00 57%0.00 $242,478.00 $9,024.00 $17,472.00 $274,278.00
LAFAYETTE $2,829.00 $638.00 $524.00 $797.00 $81,000.00 $1,288.00 52,887.00 $89,963.00
LAWRENCE $1,512.00 $381.00 $1,932.00 $1,208.00 $272,828.00 $5,394.00 $9,817.00 $293,072.00
LEE $2,144.00 $1,772.00 51,386.00 $601.00 5117,989.00 © $2,615.00 54,685.00 $131,192.00
LINCOLN $464.00 $185.00 $952.00 $732.00 5110,110.00 $3,935.00 $6,517.00 $122,895.00
LITTLE RIVER 52,172.50 $1,323.50 $1,196.00 $2,935.00 $76,362.00 $2,735.00 $3,392.00 $90,116.00
LOGAN $686.00 $282.00 $3,824.00 $2,438.00 $246,267.00 $9,229.00 $18,820.00 5281,546.00
| LONOKE $4,843.00 $2,411.00 $16,994.00 $6,122.00 $1,072,492.00 $45,041.00 $73,966.00 $1,221,869.00
MADISON 579.50 $175.00 $1,074.00 $1,091.00 $82,038.00 $3,355.00 $6,492.00 $94,304.50
MARION $1,037.00 $326.00 $2,270.00 $2,595.00 $154,287.00 $6,541.00 $12,346.00 $179,402.00
MILLER 519,247.50 $5,131.00 $4,140.00 $2,451.00 $344,384.00 $12,367.00 $15,923.00 $403,643.50
MISSISSIPPI $27,899.50 $10,891.00 $4,552.00 $4,431.00 $485,747.00 $11,246.00  $23,469.00 $568,235.50
MONROE 52,693.00 $1,220.00 $2,428.00 $1,539.00 $122,195.00 $6,877.00 $11,534.00 $148,486.00
MONTGOMERY $133.50 520.50 $444.00 $534.00 $20,981.00 $2,667.00 $4,055.00 $28,835.00
NEVADA 51,602.00 5532.50 $2,264.00 $806.00 $225,672.00 $5,196.00 $6,529.00 $242,601.50
NEWTON $152.50 $113.50 $352.00 $178.00 $71,219.00 $1,394.00 $3,048.00 576,457.00
QUACHITA $8,327.50 $4,581.00 $6,472.00 $5,331.00 $430,133.00 $12,064.00 $21,255.00 $488,163.50
PERRY $805.00 $751.00 $1,352.00 $602.00 $93,910.00 $5,861.00 $9,197.00 $112,478.00
PHILLIPS $3,389.50 $4,938.00 $2,340.00 $1,016.00 $254,035.00 $8,650.00 $18,277.00 5292,649.50
PIKE $116.50 $88.00 $1,566.00 $311.00 589,400.00 $5,220.00 $8,277.00 $104,978.50
POINSETT $5,795.00 $1,259.00 $3,942.00 $2,282.00 $495,683.00 $8,596.00 | $18,223.00 $536,380.00
POLK $406.50 $151.50 $2,792.00 $773.00 $167,729.00 $8,048.00 $14,582.00 $194,482.00
POPE 55,058.50 $2,161.50 $13,548.00 $3,092.00 $781,702.00 $32,776.00 $57,208.00 $895,546.00
PRAIRIE $4,138.50 $1,154.50 $1,606.00 $1,174.00 $116,791.00 54,605.00 $7,816.00 $137,285.00
PULASKI $88,691.50 $51,467.00 | $121,558.00 $47,496.00 $6,615,167.00 $305,899.00 $476,356.00 $7,706,634.50
RANDOLPH $91.50 $97.50 $2,216.00 $208.00 $129,749.00 $3,511.00 $6,951.00 $142,824.00
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SAINT FRANCIS

"$6,483.50 |

7$3.331.00

A bl

ARKANSAS LOTTERY COMMISSION
RETAIL SALES BY COUNTY
June 1 through June 30, 2011

$3,202.00

81,3260

. ;

$263,489.00

el z Eab ety bt
$9,748.00 $17,098.00 $304,677.50
SALINE 57,380.50 $2,309.50 $22,978.00 $8,449.00 $1,343,699.00 $64,963.00 5106,469.00 $1,556,248.00
SCOTT $180.00 $29.00 $1,084.00 5982.00 $159,601.00 $3,356.00 $7,373.00 $172,605.00
SEARCY 51,224.50 $685.00 $1,614.00 $3,755.00 $106,739.00 $3,087.00 $5,203.00 $122,307.50
SEBASTIAN $11,011.50 52,731.00 520,696.00 $5,382.00 $789,708.00 $52,109.00 $117,598.00 $999,235.50
SEVIER $2,199.50 $392.00 $1,434.00 $592.00 $120,889.00 $3,213.00 $6,050.00 $134,769.50
SHARP 5758.50 $327.50 $2,236.00 $1,374.00 $157,562.00 $5,556.00 $9,969.00 $177,783.00
STONE $1,446.50 $264.00 $1,450.00 $1,100.00 $93,236.00 $4,457.00 $8,535.00 $110,488.50
UNION $32,709.50 515,288.50 $6,760.00 $4,678.00 $612,414.00 $17,657.00 $32,008.00 $721,515.00
VAN BUREN $906.50 $591.00 52,348.00 $534.00 $163,905.00 $8,721.00 $14,902.00 5191,907.50
WASHINGTON $7,571.00 $4,584.00 $25,618.00 $6,763.00 $1,275,735.00 $72,953.00 $135,090.00 51,528,314.00
WHITE $2,789.00 $1,506.00 513,146.00 $6,955.00 $1,108,354.00 $33,237.00 $57,943.00 $1,223,930.00
WOODRUFF $2,15Q.50 5365.50 51,586.00 $496.00 $157,605.00 $4,111.00 $7,087.00 $173,401.00
YELL $1,070.50 $166.00 $2,508.00 $2,927.00 $201,713.00 $8,019.00 $13,341.00 $229,744.50
Decades of

GRAND TOTALS *Cash3 *Cash 4 Dallars . *Fast Play *Instant *Mega Millions *Powerball *Totals _

$435,751.00 $220,417.50 $523,298.00 $225,063.00 $32,736,789.00 $1,380,811.00 $2,413,352.00 $37,935,481.50
*Estimates

Page3of3
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Arkansas Lottery Commission
Total Number of Active Retailers.
June 2011

As of June 30, 2011, there were 1,945 active retailers.



Arkansas Lottery Commission
Statement of Net Assets

June 30, 2011
ASSETS
Current assets:
Cash and Cash Equivalents 3
Restricted Assets:

Cash and cash equivalents
Accounts receivable
Prepaid items

Total current assets

Noncurrent assets:
Restricted assets: -

Cash and cash equivalents

Deposits with Multi-State Lottery Asso.
Capital assets;

Equipment

Leasehold Improvements

Less accumulated depreciation

Total noncurrent assets

Total assets

LIABILITIES

Current liabilities:
Accounts payable
Prizes payable
Accrued and other liabilities -
Due to other funds
Due to ADHE
Compensated absences
Deferred revenue

Total current liabilities

Noncurrent [iabilities:
Net postemployment benefits payable

Total Habilitics

NET ASSETS
Net assets:
Invested in capital assets
Restricted for:
Scholarship shortfall fund
Retailer fidelity fund
Deposits with MUSL
Future prizes ot special prize promotions
Unrestricted

Total net assets

Total liabilities & net assets

UNAUDITED PRELIMINARY DRAFT - For Internal use only.

8,033,849.96

59,380,613.14
11,230,161.32
77,256.47

79,621,880.89

20,051,246.38
1,138,132.70

526,664.88
498,416.68
(302,392.71}

21,912,067.93

101,533,048.82

1,396,740.69
15,981,897.49
1,159,967.44
1,196,428.05
62,046,460.15
292,019.85
355,236.50

82,428,750.17

230,021.67

82,658,771.84

722,688.85

20,000,000.00
42,205.28
1,138,132.70
1,000,000.00
(4,027,849.85)

18,875,176.98

$

101,533,948.82




Arkansas Lottery Commission

Statement of Revenue, Expenses, and Changes in Net Assets

For the Twelve Months Ending June 30, 2011

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

Current month

34,247,481.42

Year to date

390,114,991.23

Total operating revenues

Operating expenses:
Instant game prizes
Online game prizes
Retailer commissions
Gaming contract costs
Compensation and benefits
Marketing, advertising and promotions
General and administrative expenses
Services provided by ADHE
Services provided by Legislative Audit Agency
Legal and professional services
Depreciation

Total operating expenses

Operating income

Nonoperating revenue (expense):
Interest income

Income before transfers

5,076,272.50 73,904,359.58
77,050.00 1,055,537.94
2,100.83 5,450.01
39,402,904.75 465,080,338.76
23,793,780.39 271,709,950.04
2,351,207.35 35,744,755.17
2,225,579.75 26,217,850.84
2,015,299.31 24,111,720.45
561,919.05 5,997,576.35
671,524.45 4,631,388.06
109,766.83 1,328,978.52
971,344.00 1,171,344.00
8,100.00 99,480.00
(156,695.99) 187,490.14
15,179.88 179,750.21
32,567,005.02 371,380,283.78
6,835,899.73 93,700,054.98
38,453.81 464,252.54
6,874,353.54 94,164,307.52

Transfers to: )
Transfers to ADHE (3,690,562.00) {94,246,651.54)
Transfers to ADHS (200,000.00) (200,000.00)

Transfers from:

Transfers from ADHE 20,000,000.00
Change in net assets $ 2,983,791.54 19,717.655.98
Total net assets -beginning (842,479.00)

Total net assets - ending

UNAUDITED PRELIMINARY DRAFT - For internal use onily

18,875,176.98




Arkansas Scholarship Commission
Net Proceeds Transfer to Ed Trust Computation
For the Twelve Months Ending June 30, 2011

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

Total operating revenues

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

Total operating expenses

Change in net proceeds from operations

Nonoperating revenue (expense):
Interest Income
EDUCATION TRUST FUNDING-Current Year
Less Act 1180 Unclaimed Prizes
Less Transfer to ADHS
Less Current year Fidelity Fund fees
Less Current year MUSL Reserves additions
Less fiscal year 2010 subsequent fransactions

NET PROCEEDS EARNED-Current Month

Totals

October 2009 funding -11/15/09
November 2009 funding - 12/15/09
December 2009 funding - 1/14/10
January 2010 funding - 2/15/10
February 2010 funding - 3/12/10
March 2010 funding - 4/14/10
April 2010 funding - 5/13/10

May 2010 funding 6/14/10

June 2010 finding -7/14/10

July 2010 finding - 8/13/10
August 2010 funding - 9/14/10
September 2010 funding - 10/14/10
October transfer to ADHE 10/1/10
October 2010 funding - 11/12/10
November 2010 funding - 12/15/10
December 2010 funding - 1/14/11
Janvary 2011 funding - 2/11/11
February transfer to ADHE 2/11/11
February 2011 funding - 3/14/11
March 2011 funding - 4/13/11
April 2011 funding - 5/13/11

May 2011 funding - 6/14/11

June 2011 funding - 7/15/11

Year to date
$ 390,755,589.00
73,904,359.58
1,055,537.94
5,450.01
465,720,936.53
270,125,618.88
35,744,755.17
26,217,850.84
24,111,720.45
5,997,576.35
4.631,388.06
1,328,978.52
1,171,344.00
99.480.00
187,490.14
34 831.87
369,651,034.28
96,069,902.25
464,252.54
(90,556,089.54)
(1,000,000.00)
(200,000.00)
(23,373.97) restricted fund
(680,864.73) see 23-115-103(17) and (19)(A)&(B)
(383,264.55) prior year expense items not previously charged to Net Proceed
$ 3.690,562.00
Transfer Interest Total
3 61,599,39238 § 447,067.77_§ 62.046,460.15
$ 8,120,211.99 $ 8,120,211,99
$ 9,038,49535 § 1,83539 % 9,040,330.74
$ 10,829,280.27 § 6,109.34 $ 10,835,389.61
$ 9,125874.01 § 10,956.20 % 9.136,830.21
$ 10,467,824.60 § 13,741.79 8  10,481,566.39
$ 11,014,62469 §  20,506.68 $  11,035131.37
$ 893798078 § 2435511 § 8,962,335.89
5 9,065,920.17 § 2996686 $ 9,095,887.03
$ 6,059,22523 § 3290015 § 6,092,125 38
$ 8503,421.96 § 3749077 § 8,540,912.73
$ 7,925706.45 §  41,12977 § 7.966,836.22
$ 7.361,41843 § 4333989 $ 7,404,758.32
§  (65,000,000.00) $  (65,000,000.00)
$ 7,197,503.10 § 18,042.76 $ 7,215,545.86
3 8,235,34371 § 2092506 § 8,256,268.77
$ 6,671,666.03 § 2509881 § 6,696,764.84
3 0,005,241.74 § 28,533.34 § 9,033,775.08
$ (50,000,000.00) $  (50,000,000.00)
$ 8,213,896.20 § 1584540 § 8,229,741.60
$ 10,279,304.63 $ 12,939.26 § 10,292 243 8%
$ 8,380,58465 §  16,872.92 3 8,397,457.57
5 8,500,02138 §  21,763.28 § 8,521,784.66
$ 3,66584701 § 2471499 § 3,690,562.00

UNAUDITED PRELIMINARY DRAFT - For Internal Use Only
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Arkansas Lottery Commission
Unclaimed Prizes
June 2011

Unclaimed lottery prize money: $4,829,763

Expenditures from unclaimed lottery prize money: 0

Reserved for future prizes or promotions: $1,000,000

Deposits to net lottery proceeds from unclaimed lottery prize money: $3,829,763



ARKANSAS LOTTERY COMMISSION MINORITY- AND FEMALE-OWNED DIVERSITY COMPLIANCE REPORT
June 1 through June 30, 2011

, . o | Diversity : : -

‘Vendors ... - - - }GoodsorServices | Classification | Fiscalz011 | June2011
African American Perspectwes Advertising/Public Relations Minority-owned $3,750.00

Best Banner and Sign Promotional Items Female-owned $27.31

Dr. B's Windshield Repair Company Vehicle Maintenance Minority-owned $69.88

Goddess Products Office Furniture/Supplies Minority-owned 584,027.02 $464.49
Hog Wash Detail Dent & Tint Auto Detail & Cosmetic Repair Minority-Owned $268.73

HOLA! Arkansas Advertising/Public Relations Minority-owned $1,000.00

Inclusion Magazine Advertising/Public Relations Minority-owned $3,750.00

LAF Productions, Inc. Advertising/Public Relations Minority-owned $4,622.00

Mr. B's 2 Mobile Hand Wash & Wax Car Detail and Inspection Minority-owned $704.58

RB Professional Cleaning Service Janitorial Services Female-owned $5,499.31 $569.63
RU-MEL & Associates, Inc. Advertising/Public Relations Minority-owned $950.00

SHI International Corp. Computer Software Female-owned $8,867.98

STAND News , ' Advertising/Public Relations Minority-owned $3,600.00

The American Banner Publishing, LLC Advertising/Public Relations Minority-owned $2,466.00 $1,233.00
Trivia Marketing Advertising/Public Relations Female-owned $1,901.18 $704.14

Totals $121,503.99 $2,971.26
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INTRALOT MINORITY- AND FEMALE-OWNED DIVERSITY COMPLIANCE REPORT
June 1 through June 30, 2011

_ L Diversity. N
Vendors _ ‘| Goods-or Services - - Classification Fiscal 2011 | June 2011
Finders Keepers Technical Support Female-owned $58,822.40
Goddess Products Office Furniture/Supplies Minority-owned $500.24
| ). Kelly Referrals & Information Services, Inc. | Call Center/Information Services | Minority-owned $206,985.53 $22,946.26
Totals $266,308.17 $22,946.26
SCIENTIFIC GAMES MINORITY- AND FEMALE-OWNED DIVERSITY COMPLIANCE REPORT
June 1 through June 30, 2011
! v | Diversity . o B
Vendors | Goods or Services | Classification  Fiscal 2011 June 2011
Choice Promotions Promotional items Minority-owned $61,782.91 $8,773.71
Endless Power Power Supply Services Minority-owned $5,150.00 $5,150.00
Expedited Transportation Service Transportation Services Female-owned 525,410.95 $1,165.00
| Indoff, Incorporated Office Supplies Minority-owned $2,504.49
Laura’s Draperies and Blinds Blinds for Office Female-Owned $90.25
Mr. Klean Carpet and lanitorial Services Janitorial Services Minority-owned $3,757.90 $596.60
Premier Staffing Staffing Services Female-owned $16,647.21 $1,806.75
State Imaging Supply Office Supplies Female-owned $650.90
Totals $115,994.61 $17,492.06
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Arkansas Lottery Commission
Demographics —June 2011

w40+

# Under 40

Gender

= Female

2 Male

3% Race

= Black/Non-
Hispanic
# Caucasian

& Hispanic

m Other Minorities

Total Number of Employees as of June 30, 2011: 84

Gender: Race: _

Females — 41 Black/Non-Hispanic — 23 Hispanic -2

Males—43 Female — 15 Female - 2
Male-8 Male -0

Age:

Under 40-35 Caucasian — 57 Other-2

40+ —-49 Female - 24 Female-0

Male -33 Male -2



Arkansas Lottery Commission
Instant Games
June 2011

Sales for the following instant games began June 7, 2011. No ending dates have been
determined for these games.

$1 Big Bang Bucks
52 Citrus Twist

$3 Bonus Crossword
$5 5100,000 Riches

Sales for the following Fast Play game began June 13, 2011. The ending date has not been
determined for this game.

$1 Tic Tac Toe Fast Play

Sales for the following instant game began June 16, 2011. No ending dates have been

determined for this game.

$10 Super Jumbo Bucks

Sales for the following instant games began June 28, 2011. No ending dates have been

determined for these games.

$1 Ace in the Hole
$1 Tic Tac Toad
$2 Fire ‘'n’ Dice



Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report — July 8, 2011

Audit Report Finding 2010-1:

Ark. Code Ann. § 23-115-206 (a) (6) requires the Agency to “prepare the financial statements, including the

related notes to the financial statements, of the commission in accordance with generally accepted accounting

principles (GAAP) and in accordance with guidelines and timelines established by the Chief Fiscal Officer of
the-State to. permit incorporation.into the state’s financial statements and to permit the audit of the state’s_
financial statements and the commission’s financial statements in a timely manner;”.. The Agency did not

prepare the June 30, 2010 financial statements and related notes in accordance with GAAP. The failure to

prepare the financial statements and related notes in accordance with GAAP resulted in errors and omissions

that could adversely affect the inclusion of the Arkansas Lottery Commission Financial Statements and related

notes in the State’s Comprehensive Annual Financial Report.

Recommendation for Finding 2010-1:

We recommend the Agency strengthen internal control over financial reporting by ensuring appropriate
employees are qualified and knowledgeable of all applicable Governmental Accounting Standards and prepare
the financial statements and related notes in accordance with GAAP.

Audit Objective #1

Review the Arkansas Lottery Commission’s June 30, 2011 financial statements and related notes
prior to submission to the Division of Legislative Audit.

Status as of July 8, 2011

Audit fieldwork planned

¢ The finding relates to the Lottery's annual financial statements and related notes.

+ Therefore, this finding cannot be addressed until the June 30, 2011 financial statements and notes
are prepared. '

e Internal Audit anticipates performing fieldwork associated with this objective in July 2011 and
August 2011,
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report - July 8, 2011

Audit Report Finding 2010-2:

Ark. Code Ann. § 23-115-205 (a) (20) states that the Commission may enter into contracts with the terms and
conditions as necessary. In addition, Ark. Code Ann. § 23-115-701 (e} (1) states that each major procurement
contract shall be filed with the Arkansas Lottery Commission Legislative Oversight Committee (LOC) for review
-before the execution date of the contract. The Commission. approved and LOC reviewed the instant ticket.
lottery game service contract with a stated cost of 1.75% of net sales. Subsequent to this review, Management
entered into a Recital of Selected Options with a cost of 1.92% of net sales plus an additional cost of 1.5% of
the prize pool. The estimated cost of the Recifal of Selected Options compared to the original reviewed price
proposal is an additional $3.9 million per year. In addition to the Recifal of Selected Options, Management
entered into three licensing agreements with the vendor with a total estimated cost of $671,861. The
subsequent Recifal of Selected Options and three licensing agreements were not approved by the Commission
or reviewed by LOC. Lack of appropriate review of contracts and modifications of contracts could lead to a
lack of fransparency to the LOC and public.

Recommendation for Finding 2010-2:

We recommend the Agency ensure compliance with State law by submitting appropriate documents for review
by the Arkansas Lottery Commission Legislative Oversight Committee.

NOTE - This finding was cleared by Internal Audit on March 8, 2011.

Audit Objective #2

Determine that the Arkansas Lottery Commission Legislative Oversight Committee and Arkansas
Lottery Commission have reached an agreement concerning the submission of appropriate contract
documents for review by the Arkansas Lottery Commission Legislative Oversight Committee.

No Findings or Recommendations. Lottery management has agreed to provide immediate notice

to the Arkansas Lottery Commission Legislative Oversight Committee of all agreements described in
a letter from the Co-chairs of the Committee dated December 14, 2010.
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report - July 8, 2011

Audit Objective #3

Determine that Lottery management is submitting appropriate contractual documents for review by
the Arkansas Lottery Commission Legislative Oversight Committee.

No Findings or Recommendations. Lottery management has submitted to the Arkansas Lottery
Commission Legislative Oversight Committee all licensed instant ticket game agreements (2) entered
into from July 1, 2010 through February 28, 2011. The Arkansas Lottery Commission’s legal counsel
has indicated that the Lottery is in compliance with the contents of the letter from the Co-chairs of the

Commiftee dated December 14, 2010.
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Arkansas Lottery Commission — Internal Audit

 Review of Findings and Recommendations from the Division of Legislative Audit's
June 30, 2010 Audit Report and Management Letter

Status Report - July 8, 2011

Management Letter Finding #1:

Ark. Code Ann. § 23-115-403 (f) (1) prohibits the payment of lottery prizes to certain individuals who are
members of the Commission, employees of the Commission, or member of the immediate family of a
Commissioner or employee of the Commission. Currently, the Agency conducts prize payment reviews for
Powerball and Mega Millions prize payments of $10,000 or more and second chance drawings for instant
games. The Agency does not review prize payments for instant ticket games nor prize payments below
$10,000 for on-line games. In a review of the database used to perform the prize payment review, it was noted
that current information within the database required to comply with State law is incomplete. Management
utilizes social security numbers to aid in compliance with State law, but 75% of the employees and relatives did
not have a social security number listed including the Executive Director, Vice President of Gaming, and 12
other employees. An additional requirement for the database was the address of the prohibited player. In the
review of the database, 15% of the employees and relatives had incomplete information including six
employees. In addition, four employees were not included in the database. Failure to comply with State law
could allow inappropriate lottery prize payments and loss of integrity for the Arkansas Lottery Commission.

Recommendation for Management Letter Finding #1:

We recommend the Agency obtain information from commission members, employees and others deemed
necessary to complete the comprehensive database and conduct the prize payment reviews required by State
law.

NOTE - This finding was cleared by Internal Audit on June 6, 2011.

Audit Objective #4

Determine that Lottery management has established procedures in which a winner claiming a prize in
excess of $500 affirms, by signature, that they are not an ineligible player as defined by State law.

No Findings or Recommendations. The Arkansas Scholarship Lottery Winner Claim Form has
been updated to state the following:

| further attest that | am not an ASL Commissioner or an ASL employee, nor am | a member of the
immediate family of an ASL Commissioner or ASL employee.
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report - July 8, 2011

Audit Objective #5

Determine that Lottery management has established, fo the extent possible, a database of ineligible
players to ensure prize payments in excess of $500 are not paid to an individual deemed ineligible to

win a Lottery prize as defined by State law.

No Findings or Recommendations.

Act 207 of 2011 changed the requirements regarding prohibited players to the following:

The commission shall not pay a loftery prize that exceeds the amount of five hundred dollars
($500} to any: (A) Member of the commission; (B} Employee of the commission; or (C) Member of
the immediate family of a member of the commission or an employee of the commission living in
the same household as the member of the commission or the employee.

Lottery management has developed a database of all ineligible players hased on the criteria
included in Act 207 of 2011.

Internal Audit tested the ineligible player database for completeness as of May 5, 2011. No
exceptions were noted.

A module in the gaming system to automate the procedure of verifying the eligibility of a player in
the validation process of high-tier prize payments was implemented on April 25, 2011.

Internal Audit tested the Lottery's gaming system’s ineligible player verification module to ensure
that any player included in the ineligible player database that attempts to redeem a lottery prize in
excess of $500 is flagged by the system and payment of the prize is disallowed. No exceptions
were noted.

Lottery management has developed policies and procedures to establish rules and guidelines for

maintaining an accurate and up-to-date database of ineligible players as outlined in Act 207 of
2011.

Page 5 of 26



Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report —~ July 8, 2011

Legislative Audit Management Letter Finding #2:

Ark. Code Ann. § 23-115-303 (e) and (f) requires each person considered for employment by the Commission
submit to a state and federal background check. Arkansas Code further states that the Commission cannot
employ anyone who has been convicted or entered a plea agreement for certain criminal offenses. Nineteen
individuals employed by the Commission were selected for review; of which, all background checks were
completed subsequent to the first day of employment. The failure to compleie the background checks prior to
employment resulted in the employment and subsequent termination of two individuals with previous criminal
offenses.

Legislative Audit Recommendation for Management Letter Finding #2:

We recommend the Agency develop policies and procedures to ensure criminal background checks are
received prior to employment.

NOTE - This finding was cleared by Internal Audit on January 7, 2011.

Audit Objective #6

Determine that Lottery management has established written policies and procedures concerning
employee hackground checks.

No Findings or Recommendations. Written policies and procedures have been developed for
employee hackground checks.

Audit Objective #7

Determine that background checks are received and reviewed prior to the first day of employment.

No Findings or Recommendations. Audit fieldwork revealed that for all employees hired between
the dates of April 19, 2010 through January 7, 2011, a background check was received and reviewed

prior to the first day of employment.
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 3Q, 2010 Audit Report and Management Letter

Status Report — July 8, 2011

Legisiative Audit Management Letter Finding #3:

Ark. Code Ann. § 23-115-206 (a) (1) requires the Commission to establish effective internal controls. To
effectively establish internal controls, management should communicate policy and procedures to all staff.
Management did not communicate the policy and procedures for the accrual and use of compensatory time to
exempt staff until August 3, 2010 for time purportedly earned between July 1 and November 30, 2009.
Subsequent to the issuance of the formal policy, numerous changes were made by management including a
suspension of compensatory time usage. In addition, management was unable to properly account for the
potential compensatory time resulting in ten different versions of compensatory time being submitted for audit.
Due to the numerous changes made to the compensatory time policy, at the end of audit fieldwork, it remains
unclear what the Agency had established as policy. The failure to establish and communicate policy has led to
confusion with the 23 affected employees and has created a potential liability for some staff, who may be
required to reimburse the Agency for compensatory time already taken.

Legislative Audit Recommendation for Management Letter Finding #3:

We recommend the Agency strengthen internal controls by communicating applicable policies and procedures
to staff in a timely manner. We further recommend the Agency obtain guidance from the Chief Fiscal Officer of
the State regarding reimbursement of any overpayments that may be determined.

Audit Objective #8

Determine if any additional compensatory time has been granted to exempt employees since the
audit report date of June 30, 2010.

Status as of July 8, 2011

Audit fieldwork complete — No findings or recommendations

Internal Audit reviewed leave records and inquired of applicable employees and determined that no
additional compensatory time has been awarded to exempt employees.
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report - July 8, 2011

Audit Objective #9

Determine if Lottery management has established written policies and procedures for the use of the
80 hours of compensatory time approved by the Arkansas Lottery Commission.

Status as of July 8, 2011

Audit fieldwork complete — No findings or recommendations

Lottery management has established a Compensatory Time Policy. In addition, an email written by
the Lottery’s Human Resources Director provided guidance to effected employees regarding usage of
the compensatory time awarded.

Audit Objective #10

Determine that compensatory time usage is accounted for in accordance with policies and
procedures, approved, and adequately supported.

Status as of July 8, 2011

Aﬁdit fieldwork compiete — No findings or recommendations

Internal Audit performed a test of compensatory time usage records and determined that time is
accounted for in accordance with policies and procedures, approved, and adequately supported.
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Arkansas Lottery Commission — Internal Audit -

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report - July 8, 2011

Audit Objective #11

Determine that the Executive Director and Vice Presidents are repaying compensatory time in
accordance with the methodology submitted and reviewed by the Arkansas Lottery Commission.

Status as of July 8, 2011

" Audif fieldwork in progress

Executive Director

The Executive Director has repaid all 16 hours compensatory time used by reducing his annual leave
balance. : '

Vice President of Gaming

The Vice President of Gaming has repaid all 134.5 hours compensatory time used by reducing his
annual leave balance (52.5 hours) and compensation (82 hours).

Vice President of Administration

o The original balance of the compensatory time to be reimbursed by the Vice President of
Administration was 178.5 hours. The Vice President of Administration submitted a plan on
February 11, 2011 to reimburse her outstanding compensatory time balance in the following
manner:

1. Starting with the pay period ending February 19, 2011, reduce compensation by 4 hours
per week (8 hours per pay period) until the pay period ending July 9, 2011, a total of 11 pay
periods. This will result in a reduction of the compensatory time balance of 88 hours. '

2. Forfeit her cost-of-living adjustment (COLA) and merit pay increase in the amount of

$8,922.24. At an hourly rate of $108.49 per hour, this will result in a reduction of the
compensatory time balance of approximately 82 hours.
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report — July 8, 2011

3. The remainder of the compensatory time will be paid by the Vice President of
Administration to bring the balance to zero by the end of July 2011.

» The Vice President of Administration has a balance of approximately 15.5 hours as of July 8,
2011. The original balance of the compensatory time to be reimbursed of 178.5 hours has

been reduced by the following:

o A reduction in compensation of eight hours per check for ten (10) pay periods (80
hours) '

o A payroll deduction overpayment of $57.69 (.53 hours) not returned to the Vice
President of Administration

o Forfeiture of her fiscal year 2011 cost-of-living adjustment (COLA) lump sum payment of
$3,845.00 and merit pay increase of $5,077.24 (82.48 hours)
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendatidns from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report - July 8, 2011

Legislative Audit Management Letter Finding #4:

Act 605 and 606 of 2009, as amended, known as the Arkansas Scholarship Lottery Act, set the executive
director's salary at $141,603 with multipliers of up to 2.5 times resulting in a maximum salary of $354,007. Ark.
Code Ann. § 23-115-304 (b) states, “A commission employee’s salary for retirement purposes shall be the
amount determined by the commission as authorized by the General Assembly and shall not include any
multipliers used to increase a person’s salary as authorized by the General Assembly.” The Commission paid
retirement contributions based on the Executive Director's salary including multipliers. Ark. Code Ann. § 23-
115-304 (b) may be in conflict with general legislation applicable to the Arkansas Public Employees Retirement
System (APERS) as related fo the definition of compensation for retirement purposes, Ark. Code Ann. § 24-4-
101, and calculations of benefits, Ark. Code Ann. § 24-4-601. Based on the advice of APERS, the
Commission remitted an additional $29,184 for retirement contributions based on the total amount of the
Executive Director’'s salary of $324,000.

Legislative Audit Recommendation for Management Letter Finding #4:

We recommend the Agency seek legal guidance as to the applicability of Ark. Code Ann. §§ 23-115-304(b},
24-4-101, and 24-4-601. In addition, the Agency should seek reimbursement for any overpayments that may

be determined,

NOTE - This finding was cleared by Internal Audit on April 8, 2011.

Audit Objective #12

Determine that an Aftorney General's opinion has been requested concerning the Arkansas Lottery
Commission’s Executive Director's retirement contributions (Ark. Code Ann. §§ 23-115-304(b), 24-4-
101, and 24-4-601).

No Findings or Recommendations. The Legislative Joint Audit Committee requested an Attorney
General's opinion regarding the Arkansas Lottery Commission’s Executive Director's retirement
contributions. Attorney General Opinion Number 2010-150 was issued on February 7, 2011. The
opinion states that the specific language in the Arkansas Loftery Act holds precedent over the general
statutes contained in Ark. Code Ann. 524-4-101 and 24-4-601. Therefore, contributions for retirement
should be based on the Executive Director’'s salary without multipliers.
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report — July 8, 2011

Audit Objective #13

Determine that the Arkansas Lottery Commission has been reimbursed from the Arkansas Public
Employees Retirement System (APERS) any excess retirement contributions.

No Findings or Recommendations. The Arkansas Lottery Commission received a warrant in the
amount of $34,204.30 from the Arkansas Public Employees Retirement System on March 25, 2011.
This payment represented the return of excess retirement contributions paid by the Lottery (employer
matching) in regards to the Executive Director's salary.
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Arkansas Lottery Commission - Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s

June 30, 2010 Audit Report and Management Letter

Status Report - July 8, 2011

Legislative Audit Management Letter Finding #5:

Review of travel reimbursements, Visa statements, and supporting documentation revealed the following:

* The Executive Director submitted-ten requests for travel reimbursement totaling $4,534 during the fiscal
-year, five of which, totaling $3,470, lacked proper approval by a designated travel supervisor.

» Travel payments/reimbursements totaling $16,189 were made that are in conflict with State laws and travel
regulations.

L

Hotel expenses were paid above the Federal per diem rate without prior authorization by the
Agency’s Executive Director. We noted 22 instances totaling $9,616 that are in violation of R1-19-
4-903 of the Financial Management Guide, which states “lodging costs exceeding the rates listed in
the Federal Travel Directory may not be paid without a letter of authorization by the administrative
head of the agency and must include a justification as to why it was in the best interest of the State
to exceed the standard reimbursement rate”.

Five (5) charges totaling $1,872 made to the Visa travel credit card were either not supported by
adequate documentation, the documentation did not match the amount charged, or the
documentation did not appear to be an original. This appears to be in violation of Ark. Code Ann. §
19-4-902(b) which states “the responsibility of the administrative head of any agency to keep on file
in the place of business of the agency, subject to audit, copies of all supporting documents and
required receipts for expenses incurred in connection with the travel authorizations and allowances
for persans traveling on behalf of the agency”.

Documentation used to support Visa statements/TR-1 reimbursements for airline ticket purchases
were screen prints from an airline/travel booking website that were printed prior to an actual flight
confirmation. We noted seven (7) instances totaling $2,814 that are in violation of Ark. Code Ann. §
19-4-902(b).

The business purpose was not adequately documented for payments made on behalf of, or
reimbursements to, the Vice-President of Gaming for travel expenses totaling $1,423. Exceeding
the conference room rate by $103 per night, additional hotel charges totaling $309 were incurred
during a conference in New York. In addition, hotel costs and meals totaling $1,114 were incurred
bevond the dates of the conference.

We also noted $464 in other reimbursements that are in conflict with various State laws and travel
regulations including: receipts not matching the dates listed on the travel reimbursement form,
excess mileage reimbursement, exceeding the Federal per diem daily rate for meals incurred during
overnight travel, reimbursement for meals without having overnight travel, and reimbursement for
tips above the 15% allowance.
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Arkansas Lottery Commission ~ Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report — July 8, 2011

Legislative Audit Recommendation for Management Letter Finding #5:

We recommend the Agency strengthen internal controls related to travel expenditures by requiring all travel
expenditures be adequately documented. Agency personnel that travel as part of their job duties should be
trained on the various State travel regulations and management should establish procedures to ensure
compliance_with State law and regulations.. _Furthermore, we suggest that the Executive Director remit his.
requests for travel reimbursement to an appropriate travel supervisor for review and approval.

NOTE - This finding was cleared by Internal Audit on March 8, 2011.

Audit Objective #14

Determine that the Lottery has adequate written policies and procedures for employee fravel
expenditures.

No Findings or Recommendations. The Lottery has established adequate written policies and
procedures to govern employee travel expenditures (Travel Expense Reimbursement Policy).

Audit Objective #15

Determine that all travel expenditures are reimbursed in accordance with the Lottery’s policies and
procedures, adequately supported, and approved by the appropriate personnel. Prepare a monthly
schedule of travel expenditures.

No Findings or Recommendations. Internal Audit reviewed the Arkansas Scholarship Lottery travel
expenditures for the months of December 2010, January 2011, February 2011, March 2011, April
2011, and May 2011 for compliance with the Lottery’s policies and procedures, adequate supporting
documentation, and proper authorization. Internal Audit will continue to regularly review Lottery travel
expenses and prepare monthly schedules of employee travel reimbursements as requested by the

Arkansas Lottery Commission.
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report — July 8, 2011

Legislative Audit Management Letter Finding #6:

Review of payroll and related records revealed the Agency made improper retroactive payments to two

employees for periods 12/13/09 through 3/28/10 and 5/01/10 totaling $6,296. Ark. Code Ann. § 19-4-1610

states “no increase in the rate of pay, either by paying the full amount of the maximum salary or by placing an

employee in a position..calling for a. greater salary, shall be construed as authorizing. the payment of any.
retroactive salary to the employee” except for “salary payments made to correct an administrative error”.

However, the retroactive pay was for time before the effective dates of the position reclassifications.

Legislative Audit Recorﬁmendation for Management Letter Finding #6:

We recommend that the Agency ensure that retroactive payments be supported by appropriate documentation
and seek recovery of the amounts overpaid.

Audit Objective #16

Determine that the Lottery did not make any improper retroactive payroll payments to employees from
July 1, 2010 through December 31, 2010.

Status as of July 8, 2011

Audit fieldwork complete — No findings or recommendations

Internal Audit reviewed payroll records for retroactive payments to employees involving position
reclassifications. In addition, Internal Audit inquired of appropriate Lottery personnel regarding
retroactive payments to Lottery employees. No instances of improper retroactive payments were

noted.
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter .

Status Report - July 8, 2011

Audit Objective #17

Determine if the Lottery management's amendment of the personnel action forms (administrative
error correction) resolves Legislative Audit’s finding and recommendation.

Status as of July 8, 2011

Audit fieldwork in progress

Per Legislative Audit's recommendation, Lottery management submitted a memorandum to the
Department of Finance and Administration — Office of Personnel Management dated February 15,
2011 requesting a review of the actions taken by the Lottery’'s Human Resources Division in

- regards to the granting retroactive pay to two employees.

The Department of Finance and Administration — Office of Personnel Management responded in a
letter dated February 17, 2011 indicating that there was not enough information provided to

address the issue.

Lottery management provided the Department of Finance and Administration - Office of
Personnel Management additional information regarding the retroactive payments on June 3,

2011,

The Lottery has not received any further correspondence from the Department of Finance and
Administration — Office of Personnel Management regarding this matter as of July 8, 2011.

Lottery management maintains that the two employees in question were legally entitled to the
funds received.

Internal Audit will continue to monitor this finding.
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report — July 8, 2011

Audit Objective #18

If applicable, determine if improper retroactive payments have been recovered.

Status as of July 8, 2011

Audit fieldwork planned (if necessary)

Internal Audit will perform the audit fieldwork associated with this objective when a final resolution has
been reached regarding the Lottery seeking recovery of the retroactive payments noted in the finding.
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report = July 8, 2011

Legislative Audit Management Letter Finding #7:

The Control Objectives for Information and related Technology (COBIT) Delivery and Support Domain 11
outlines the best practices for ensuring financial data is complete, accurate and valid. Controls should be in
place to ensure proper management review and/or approval of all financial transactions. Additionally, financial
accounting-software processing ability should be.adequate to meet the control environment needs of the entity.
The Agency's financial accounting software and related procedures contains the following deficiencies:

The software allows a valid financial transaction to be deleted in a manner that completely erases the
transaction from the original financial records. The only information about the deleted transaction is
kept in an audit log file. There is no documentation to indicate that management is reviewing the audit
log file to determine that transaction deletion was properly approved and appropriate for the
circumstances.

The software only has the capability to identify 7 payroll deductions on an employee’s remuneration
statement, however many employees have more than 7 deductions. Additionally, Agency staff must
account for some payroll deductions outside the accounting software and adjust federal reporting forms

accordingly.

The software does not have adequate controls to prevent or detect a salary overpayment for a
position's pay grade maximum in accordance with Ark. Code Ann. § 21-5-101. In addition, the software
lacks the ability to limit the maximum number of employees authorized by §§ 23-115-305 and 307.

These situations could allow errors or fraud to occur and not be detected in a timely basis.

Legisiative Audit Recommendation for Management Letter Finding #7:

We recommend that the Agency work with the application vendor fo implement additional controls that will
strengthen the control environment. _ '
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report — July 8, 2011

Audit Objective #19

Determine if the feature that allows the deletion of transactions in the current accounting period has
been deactivated.

- Status as of July 8, 2011

Audit fieldwork complete — No findings or recommendations

The administrator rights associated with the financial accounting software were assigned to an
individual outside the Lottery’s Finance Department. Therefore, the Lottery's Chief Financial Officer
no longer has the capability to delete transactions entered into the accounting system or the ability to
activate or deactivate the “delete” function for any user, including himself.

Audit Objective #20

Determine if Lottery management has upgraded current payroll software or implemented new payroli
software to ensure that the capability exists to present all applicable deductions on an employee’s
remuneration statement.

Audit Objective #21

Determine if Lottery management has upgraded current payroll software or implemented new payroll
software to prevent or detect a salary overpayment for a position’s grade and to ensure that the
maximum number of employees authorized is not exceeded.

Status as of July 8, 2011

Audit fieldwork in progress

Lottery management presented numerous options regarding accounting software to the Arkansas
Lottery Commission’s Audit and Legal Committee on June 30, 2011. The options included utilizing
the Arkansas Administrative Statewide Information System (AASIS) for accounting and/or payroll
functions. The Audit and Legal Committee reviewed the options and voted to recommend that the -
Lottery utilize an updated version of the current accounting software and implement additional internal
controls that will resolve the issues noted in the finding.
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report - July 8, 2011

Internal Audit noted the following:

« The number of the deduction fields in the system is being increased in the 2012 version from
the 30 to 40 fields. According to the Chief Fiscal Officer this will allow encugh data fields to
itemize all applicable deductions on a Lottery employee’s paystub. This will resolve Objective
#20. o ' o

» A customized report has been developed within the current accounting system to facilitate the
monitoring of the maximum salary allowable for a pay grade and the maximum number of
employees authorized. The report is reviewed and verified for compliance by the Human
Resources Director for each payroll. Implementation of these compensating controls will
resolve Objective #21.

This finding will be cleared by Internal Audit following the Arkansas Lottery Commission’s approval of
the Audit and Legal Committee’s recommendation. The Lottery Commission will meet on July 13,

2011.
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Arkansas Lottery Commission - Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report - July 8, 2011

Legislative Audit Management Letter Finding #8:

Review of internal controls over cash receipts for the collection of retailer fidelity fees totaling $18,775 and
retailer application fees totaling $161,381, identified controls that were not operating as designed. All incoming
mail is to be processed by the Security Division which includes entering all checks received into the mail check
. log which is maintained on SharePoint and approved by the Treasurer. The mail and checks are subsequently
to be distributed to the appropriate departments for processing. During out test, we noted that checks were
being deposited that had not been processed through the security division; all checks were not deposited
timely; and, although the check log was being approved by the Treasurer, the Treasurer does not receive
copies of the checks or other documents to ensure that the check log is complete.

Legislative Audit Recommendation for Management Letter Finding #8:

We recommend the Agency strengthen internal controls over cash receipts.
NOTE - This finding was cleared by Internal Audit on March 8, 2011.

Audit Objective #22

Determine that the Lottery has adequate written policies and procedures for the cash receipting
process.

No Findings or Recommendations. The Lottery has established adequate written policies and
procedures to govern cash receipts (Check and Monetary Receipt Policy).

Audit Objective #23

Determine that cash receipts are processed in accordance with policies and procedures, deposited in
a timely manner, and properly recorded in the Lottery’s general ledger.

No Findings or Recommendations. Based on a test of transactions conducted by Internal Audit,
cash receipts are processed in accordance with the Check and Monetary Receipt Policy, deposited in
a timely manner, and properly recorded in the Lottery’s general ledger.
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit's
June 30, 2010 Audit Report and Management Letter

Status Report — July 8, 2011

Legislative Audit Management Letter Finding #9:

Review of internal controls over disbursements revealed that controls over procurement are inadequate. The
Agency's policy requires a Vice-President's approval for non-procurement card purchases over $500.
However, the Agency's policy also states that approval is considered tc have occurred with the Vice-
President's_ manuat signature_on the check. This control is ineffective_since the check would not be_signed until
after the purchase had occurred and the item had been received. The Agency's centrols appear to be minimal
compared to best practices and have the potential to allow unauthorized or unallowable purchases and/or
liabilities to be incurred by the Agency.

Legislative Audit Recommendation for Management Lefter Finding #9:

We recommend the Agency ensure that proper controls are in place and operating effectively by adequately
reviewing all supporting documentation for purchases prior to the disbursement of funds.

NOTE - This finding was cleared by Internal Audit on February 8, 2011.

Audit Objective #24

Determine that the Lottery has adequate written policies and proéedures for disbursements.

No Findings or Recommendations. Lottery management has established adequate written policies
and procedures to govern disbursements (Purchasing and Invoice Payment Policy).

Audit Objective #25

Determine that cash disbursements are processed in accordance with policies and procedures,
adequately supported, reviewed and approved prior to the disbursement of funds, and properly

recorded in the Lottery’s general ledger.

No Findings or Recommendations. Based on a test of transactions conducted by Internai Audit,
cash disbursements are processed in accordance with the Purchasing and Invoice Payment Folicy,
adequately supported, reviewed and approved prior to the dishursement of funds, and properly

recorded in the Lottery’s general ledger.
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Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report - July 8, 2011 |

Audit Objective #29

Determine that all Marketing Sales Representatives mileage reimbursements are in accordance with
the Lottery's policies and procedures, adequately supported, and approved by the appropriate
personnel. Prepare a monthly schedule of Marketing Sales Representatlves mlleage
reimbursements. -

No Findings or Recommendations.

o Lottery management held a training session on March 2, 2011 concerning the preparation of the
Mileage Log and Reimbursement Form utilized by the Lottery's Marketing Sales Representatives
to claim reimbursement for the use of privately owned vehicles.

« Monthly schedules detailing Lottery Marketing Sales Representatives privately owned vehicle
reimbursements are prepared by Internal Audit and provided to the Arkansas Lottery Commission.

o Internal Audit conducted a review of Lottery Marketing Sales. Representatives privately owned
vehicle reimbursements paid during April 2011. Based on our review, the finding is being cleared
as of May 9, 2011. Considerable improvements were noted. Internal Audit will continue to
periodically review the Lottery Marketing Sales Representatives privately owned vehicle

reimbursements.

Page 25 of 26



Arkansas Lottery Commission — Internal Audit

Review of Findings and Recommendations from the Division of Legislative Audit’s
June 30, 2010 Audit Report and Management Letter

Status Report - July 8, 2011

Audit Objective #30

Determine that the Lottery is not reimbursing Marketing Sales Representatives for commuting from
their personal residence to their assigned territory.

~No Findings or Recommendations.

¢ Per consultation with the Department of Finance and Administration, Lottery Management has
established a policy stating that all Marketing Sales Representatives whom reside outside their
territory will be assigned an official station at the point they cross the county line entering their
terrifory.  Therefore, commuting mileage will not be reimbursed to Marketing Sales
Representatives for travel to and from their personal residence outside of their assigned
territories.

e Based on Internal Audit review of Lottery Marketing Sales Representatives privately owned
vehicle reimbursements and consultation with appropriate Lottery staff, all Marketing Sales
Representatives whom reside outside their territory have been assigned an official station at the
point they cross the county line entering their territory.
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