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The Audit, Finance and Administration Committee will meet

AGENDA
ARKANSAS LOTTERY COMMISSION

Thursday, August 19, 2010

2:15 p.m.
Wyndham Riverfront Hotel

Silver City V, VI, VII
2 Riverfront Place

North Little Rock, Arkansas

Call to Order
Approval of minutes of July 7, 2010
Discussion of Operational Rules

Report from Director

Marketing Presentation

Report from Internal Auditor

Report from Standing Committees
Other Business
Executive Session

Adjourn

following the Commission meeting.



August 19, 2010

FAMILY
CounciL

414 S, Pulaski * Suite 2
Little Rock, AR 72201
(501} 375-7000

Dear Arkansas Lottery Commissioners:

I respectfully request that you voluntarily delay installation of any and all lottery machines until after the
Lottery Oversight Committee and the Arkansas Legislature have had ample opportunity to consider concerns
raised by members of the public and propose legislation regarding the machines and the rules that govern them
at the next Arkansas General Assembly. There are four primary reasons I ask you to institute this delay.

First, there are serious deficiencies in the rules the Lottery Commission has proposed governing the lottery
vending machines. Numerous statements have been made to the press by lottery representatives indicating that
the vending machines will require players to swipe a driver’s license in order to play, and that the machines will
be under supervision by a store clerk or similar personnel, but neither of these requirements are explicitly stated
in the rules the Commission is considering. Moreover, the rules use terms such as “continuous play” that are
not defined in the rules, and may, therefore, open the door to future lottery vending machines that are no
different than a slot machine. These rules and definitions rise to a level worthy of legislative attention, and
should be clarified through amendments made to the Arkansas Lottery’s enabling legislation rather than through
- rules and regulations handed down by the Lottery Commission.,

~ Second, over 1,200 Arkansans sent comments to the Arkansas Lottery Commission requesting these machines

not be installed. Because such a large number of citizens have engaged in the public discourse over the lottery
vending machines, it is appropriate for the elected representatives of all Arkansans to have an opportunity to
consider their constituents’ concerns and wishes.

Third, many have voiced concerns that these machines will open the door to underage gambling in Arkansas.
The Arkansas Legislature has a responsibility to ensure no action by Arkansas’ government or its agencies
harms its citizens. The Arkansas Legislature routinely studies the impact of legislation and government
activity, and can better assess the impact lottery vending machines will have than any other group or agency.

'Finally, no clearly articulated case has been made concerning the cost-benefit analysis of the machines and why
they are necessary for Arkansas. Because it is important for all advantages and disadvantages to be weighed
‘before moving ahead with a decision like this one, it is especially important that Arkansas’ elected officials
have ample opportunity to determine whether these machines do, in fact, represent the best interests of their
constituents. Proponents and opponents of the machines will have equal opportunity to present their views to
‘the Legislature, and the Legislature will be able to offer a clear decision on the matter.

If the Arkansas Lottery Commission genuinely believes that these machines represent the future of Arkansas’
lottery and the best interest of Arkansans, then they should have nothing to fear from delaying installation of the
machines until after the Arkansas Legislature has considered their proposal and offered a legislative decision on
the machines and the rules that govern them.

I look forward to your response.
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MINUTES
ARKANSAS LOTTERY COMMISSION

Wednesday, July 7, 2010

8:30 a.m.
ALC Conference Room

Third Floor

124 West Capitol Avenue

Little Rock, Arkansas

The meeting was called to order by ALC Chair Dianne Lamberth. Commissioners
Pickard, Campbell, Hammons, Malone, and White were present in person. Attending by
teleconference were Commissioners Smith, Shipp, and Ward-Jones. Director Ernie
Passailaigue represented the staff, along with David Barden, Ernestine Middleton, Julie
Baldridge, Bishop Woosley, Lance Huey, and Patricia Vick. Internal Auditor Michael
Hyde and Auditor Whitnie Hall also were present. '

The minutes from the June 2, 2010, meeting were reviewed and unanimously approved.

Commissioner Lamberth recognized Commissioner Pickard, chair of the Higher
Education Committee. Commissioner Pickard introduced Tara Smith and Dr. Jim Purceil
of the Arkansas Department of Higher Education, who presented an informational
program on the current status of the Lottery Scholarship program (Arkansas Academic
Challenge Scholarships). Dr. Purcell stated that the lottery funding was making ‘a
difference. They reported 53,500 applications and went into detail about traditional and
nontraditional students as well as current achievers, the number of college hours
students must take and the grade point average that must be maintained in order to
retain the scholarships, and other important information. The Commissioners asked for
information about race, gender, and regional numbers; how students can apply if they do
not have access to a computer, when students will be notified; whether there will be a
breakdown by institution, county, and the like. Commissioners were told that there
wolld be a full report in October.

Director Passailaigue then presented his report. The Lottery has raised $29 million over
the projected amount of anticipated gross revenue and has delivered almost $83 million
for scholarships during its first nine months. He discussed the financial specifics of
different lottery products, unclaimed prizes, and the Ticket Vending Machines. He
reported that talks are underway on a Southern Regional Lottery Game. He described
the Raffle game to begin selling 500,000 $10 tickets on July 14. Commissioner Smith
inquired about sales projections and Director Passailaigue said he is comfortable with
what has been projected for FY2011. Commissioner Malone asked for a presentation
from the ASL Marketing team at a future meeting.

Commissioner Lamberth then recognized Commissioner Hammons, Chair of the
Personnel Committee, for a report. He recommended approval of the ASL Employee
Manual as amended, and moved to do so, seconded by Commissioner Ward-Jones and
approved unanimously.

Commissioner Smith was recognized as Chair of the Legal Committee to give a report.
He said the Commitiee met on June 24, elected him Chair, and discussed the TVMs
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rules, specifications, and placement. A discussion was held regarding the types. of
businesses that the TVMs would be placed in, including airports, box stores, and larger
stores that did not fit the traditional model of selling lottery tickets through check-out lines
such as in most of the small businesses and convenience stores in Arkansas.  He noted
the changes to the Operational Rules and recommended approval, by motiocn made and
seconded by Commissioner Ward-Jones and unanimously approved. The proposed
amendments to the Operational Rules will be published fo provide a period of public
comment and forwarded to the Legislative Oversight Committee.

Internal Auditor Michael Hyde reported that 13 audits have been completed and thanked
the officials at the Bank of the Ozarks and Chief Fiscal Officer Philip Miley for their help.
He will be doing end of game audits on closed out games and said there are eight audits
in progress.

Commissioner Pickard announced that the Higher Education Committee would meet
immediately after adjournment. Commissioner White announced that the Retail
Committee would meet immediately after adjournment. It was announced that the next
meeting of the Legisfative Oversight Committee was set for August 26 at 10a.m.

Commissioner Lamberth set the next ALC meeting for August 19 at 1 p.m. There being
no further business, the meeting was adjourned.
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