STATE OF MICHIGAN
ENTERPRISE PROCUREMENT

Department of Technology, Management, and Budget

525 W. ALLEGAN ST., LANSING, MICHIGAN 48913
P.O. BOX 30026 LANSING, MICHIGAN 48909

CONTRACT CHANGE NOTICE

Change Notice Number 6

to
Contract Number 07189200112

Pollard Banknote Limited Glenn Strong LOTT

517-373-0024
1499 Buffalo Place

Winnipeg, MB, Canada R3T 1L7

Stronggl@michigan.gov

Valerie Hiltz DTMB

(517) 284-7026
hiltzv@michigan.gov

Jennifer Westbury
1-800-461-2736

dO1OVH1INOD

jwestbury@pbl.ca
*******5125

CONTRACT SUMMARY
INSTANT / VALIDATION PULL- TAB TICKETS

January 1, 2009 December 31, 2013 December 31, 2016
Net 30 Days Per working papers.

O P-Card O Direct Voucher (DV) O Other O Yes O No

N/A
DESCRIPTION OF CHANGE NOTICE

$189,188,919.00 $0.00 $189,188,919.00

DESCRIPTION
Effective December 18, 2016, this contract is utilizing the available transition clause 2.171 and the new contract expiration date
is March 31, 2017. The contract administrator is changed to Valerie Hiltz, DTMB. The Program manager is changed to Glenn
Strong, Lottery. The Contractors Program Manager is changed to Jennifer Westbury. All other terms, conditions, specifications
and pricing remain the same. Per contractor and agency agreement, and DTMB Procurement approval




Form No. DTMB-3524 (Created 4/2012)

AUTHORITY: Act 431 of 1984

COMPLETION: Required

PENALTY: No further payment will be made to the previous Contractor name and or number.

STATE OF MICHIGAN
DEPARTMENT OF TECHNOLOGY, MANAGEMENT AND BUDGET
PROCUREMENT
P.O. BOX 30026, LANSING, MI 48909
OR
525 W. ALLEGAN, LANSING, Ml 48933

CHANGE NOTICE No. 5
CONTRACT NO. 071B9200112

between

THE STATE OF MICHIGAN

and

NAME & ADDRESS OF CONTRACTOR

(AFTER ASSIGNMENT): PRIMARY CONTACT EMAIL

Pollard Banknote Limited

Doug Pollard dpollard@pbl.ca

1499 Buffalo Place

Winnipeg, Manitoba, Canada R3T 1L7 TELEPHONE

NEW CONTRACTOR #, MAIL CODE

(204) 474-2323

PREVIOUS

NAME & ADDRESS OF CONTRACTOR: PRIMARY CONTACT EMAIL

Pollard Banknote Limited Partnership

Don Sawatzky dsawatzky@pbl.ca

1499 Buffalo Place

Winnipeg, Manitoba, Canada R3T 1L7 TELEPHONE

PREVIOUS CONTRACTOR #, MAIL CODE

(204) 474-2323

STATE CONTACTS AGENCY NAME PHONE EMAIL
CONTRACT COMPLIANCE o
INSPECTOR: MSL Tom Weber (517) 335-6832 webert@michigan.gov
BUYER: DTMB Sue Cieciwa (517) 284-7007 cieciwas@michigan.gov

CONTRACT SUMMARY:
DESCRIPTION: Instant and Validation Pull-Tab Lottery Tickets — Bureau of State Lottery
INITIAL TERM EFFECTIVE DATE INITIAL EXPIRATION DATE AVAILABLE OPTIONS
3 years January 1, 2009 December 31, 2013 3, 1 Year Options
PAYMENT TERMS F.0.B SHIPPED SHIPPED FROM
Net 30 Days Delivered Per Specifications Per Specifications

ALTERNATE PAYMENT OPTIONS:

AVAILABLE TO MIDEAL
PARTICIPANTS

] P-card

[ ] Direct Voucher (DV)

] Other

[] YES X NO

MINIMUM DELIVERY REQUIREMENTS:

Per Specifications




Form No. DTMB-3524 (Created 4/2012)
Change of Contractor Name or Tax Identification Number

Change Notice No. 5
Contract No. 071B9200112

DESCRIPTION OF CHANGE NOTICE:

EXTEND CONTRACT EXERCISE CONTRACT | EXTENSION BEYOND LENGTH OF EXPIRATION DATE

EXPIRATION DATE OPTION YEAR(S) CONTRACT OPTION YEARS | OPTION/EXTENSION AFTER CHANGE

XINo []Yes L] ]

VALUE/COST OF CHANGE NOTICE: ESTIMATED REVISED AGGREGATE CONTRACT VALUE:
$0.00 $189,188,919.00

Effective January 1, 2015, the Contractor requested an assignment of this Contract to Pollard Banknote Limited.

The Contractual obligations and rights of Contract Number 071B9200112 are assigned to Pollard Banknote Limited.

All other terms, conditions, specifications and pricing remain the same.

Per Contractor request, agency agreement, and DTMB Procurement approval.

FOR THE NEW CONTRACTOR:
Pollard Banknote Limited

FOR THE STATE:

Firm Name

Signature

Sharon Walenga-Maynard, Sourcing Director

Authorized Agent Signature

Name/Title

Authorized Agent (Print or Type)

Enter Name of Agency

Date

FOR THE PREVIOUS CONTRACTOR:

Pollard Banknote Limited Partnership

Firm Name

Authorized Agent Signature

Authorized Agent (Print or Type)

Date

Date




Form No. DTMB-3521 (Rev. 4/2012)
AUTHORITY: Act 431 of 1984
COMPLETION: Required

PENALTY: Contract change will not be executed unless form is filed

STATE OF MICHIGAN

DEPARTMENT OF TECHNOLOGY, MANAGEMENT AND BUDGET

PROCUREMENT

P.O. BOX 30026, LANSING, MI 48909

OR

530 W. ALLEGAN, LANSING, MI 48933

CHANGE NOTICE NO. 4

CONTRACT NO. 071B9200112

to

between

THE STATE OF MICHIGAN

and

NAME & ADDRESS OF CONTRACTOR:

PRIMARY CONTACT

EMAIL

Pollard Banknote Limited Partnership

1499 Buffalo Place

Winnipeg, Manitoba, Canada
R3T 1L7

Don Sawatzky

dsawatzky@pbl.ca

TELEPHONE

CONTRACTOR #, MAIL CODE

(204) 474-2323

STATE CONTACTS AGENCY NAME PHONE EMAIL
CONTRACT COMPLIANCE
INSPECTOR MsSL Tom Weber (517) 335-6832 webert@michigan.gov
BUYER DTMB Jim Wilson (517) 241-1916 wilsonj4@michigan.gov
CONTRACT SUMMARY:
DESCRIPTION: Instant and Validation Pull-Tab Lottery Tickets—Bureau of State Lottery

INITIAL EFFECTIVE DATE

INITIAL EXPIRATION

INITIAL AVAILABLE

EXPIRATION DATE BEFORE CHANGE(S)

DATE OPTIONS NOTED BELOW
January 1, 2009 December 31, 2013 3, 1 Yr. Options December 31, 2016
PAYMENT TERMS F.O0.B SHIPPED SHIPPED FROM
Net 30 Days Per Specifications Per Specifications N/A

ALTERNATE PAYMENT OPTIONS:

AVAILABLE TO MIiDEAL PARTICIPANTS

[] P-card

[ ] Direct Voucher (DV)

[] Other

[ ] Yes

X] No

MINIMUM DELIVERY REQUIREMENTS:

Per Specifications

DESCRIPTION OF CHANGE NOTICE:

EXTEND CONTRACT
EXPIRATION DATE

EXERCISE CONTRACT
OPTION YEAR(S)

EXTENSION BEYOND
CONTRACT OPTION YEARS

LENGTH OF
OPTION/EXTENSION

EXPIRATION DATE
AFTER CHANGE

X] No [ ]Yes

L

L]

VALUE/COST OF CHANGE NOTICE:

ESTIMATED AGGREGATE CONTRACT VALUE REMAINS:

$0.00

$189,188,919.00

Effective immediately, the attached language is hereby incorporated into this Contract.

All other terms, conditions, specifications, and pricing remain the same.

Per agency and vendor agreement and DTMB Procurement approval.




Change Notice Number 4
Contract Number 07189200112

_ Pollard
Banknote
Limited

, 2012

Stale of Michigan

Department of Management and Budget
Purchasing Operations ’

P.0. Box 30026

Lansing, Michigan, 48933

Attention: '
°

Dear Sirs,

RE: Supplemental Indemnity Related to the Use of SecureScan Validation™
Contract No. 07189200112 Instant and Validation Pull-Tab Lottery Tickets

The provisions of this letier are in addition to the indemnification provisions contained in
sections 2.141 and 2.144 of Contract No. 071B9200112 entered into between The State of
Michigan (State) and Poliard Banknote Limited Partnership (Pollard) entitled “Instant and
Validation Pull-Tab Lottery Tickets — Bureau of State Lottery” cffective as of January 1, 2009,
as amended and extended (Coniract).

Pollard agrees to indemnify, defend and hold harmless the State, its directors, officers, agents,
servants and employees from and against any and all claims, demands, suits, actions, recoveries,
Jjudgments, losses, damages, costs and expenses (including reasonable attomey fees) suffered by
the State in respect of any claim or proceeding brought against it by any person alleging
infringement of patent, copyright, moral rights, design, trademark, passing-off or other similar
intellectual property rights on account of the usc by the Statc of Pollard’s keyless validation
process for instant tickets, SecureScan Validation™ as follows:

i) The State will promptly notify Pellard in writing of the claim and will take, or
assist Poliard in taking, any reasonable action to avoid a default judgment.
Failure to notify Pollard does not relieve Pollard of its indemnification obligation
except to the extent Pollard can prove damages atfributable to the notification
failure,

(iiy ~ Within 10 days after notifying Pollard of any ¢laim, the State may elect to defend
itself at Pollard’s expense. Pollard will be responsible for all reasonable costs,
(other than the cost of external counsel) incurred by the State in defending against
the claim. If the State elects to defend itself, the State is entitled to hire counsel at
its own expense to assist with handling the claim, to monitor the claim, and advise
the State on the status and progress of the defense. Should the State elect to
defend itself or participate in any part of the defense, neither that

1495 Buffalo Place Winnipeg, Manitoba, Canada R3T IL7 Telephone: (204) 474-2323 Fax: (204) 453-1375 v pollardbanknote. com



Change Notice Number 4
Contract Number 07189200112

(iif)

(iv)

v)

(vi)

(vii)

Page 2
. 2012

decision nor defense will affect Pollard’s indemnification obligations in
any way.

If the State allows Pollard to defend the claim, the State is entitled to participate in
the defense and to hire counsel at its own expense to assist with handling the
claim, to monitor the claim, and advise the State on the status and progress of the
defense.

If the State allows Pollard to defend the claim, Pollard understands and agrees that
its attorney may be required to be designated as a Special Assistant Attorney
General by the Attorney General of the State of Michigan.

Pollard must periodicaily update the State and counsel for the State on the status
and progress of the defense,

Pollard must obtain prior approval of the State before entering any settlement of
the claim or ceasing to defend against the claim.

Even if the State has allowed Pollard to defend the claim, the State retains the
right at its own expense to control any portion of the defense as it relates to any
portion of the claim involving principles of Michigan governmental policies or
public law.

Please confirm your agreement to the foregoing by signing a copy of this letter.

POLLARD BANKNOTE LIMITED PARTNERSHIP
By ils General Partner, POLLARD BANKNOTE GP LIMITED

PER:

TITLE:

Co-Chief Executive Officer

The provisions of this letter are accepted and agreed to this day of July, 2012,

STATE OF MICHIGAN,
DEPARTMENT OF MANAGEMENT AND BUDGET

PER:

TITLE:

The provisions of this letter are aceepted and agreed to this day of July, 2012.



Form No. DMB 234 (Rev. 1/96)

AUTHORITY: Act 431 of 1984

COMPLETION: Required

PENALTY: Contract will not be executed unless form is filed

STATE OF MICHIGAN
DEPARTMENT OF TECHNOLOGY, MANAGEMENT AND BUDGET  February 13, 2012
PROCUREMENT

P.O. BOX 30026, LANSING, MI 48909
OR

530 W. ALLEGAN, LANSING, MI 48933

CHANGE NOTICE NO. 3
TO
CONTRACT NO. 071B9200112
between
THE STATE OF MICHIGAN
and

NAME & ADDRESS OF CONTRACTOR TELEPHONE Don Sawatzky
Pollard Banknote Limited Partnership (204) 474-2323
1499 Buffalo Place CONTRACTOR NUMBER/MAIL CODE
Winnipeg, Manitoba, Canada
R3T 1L7 BUYER/CA (517) 241-7233

Email: dsawatzky@pbl.ca | Don Mandernach

Contract Compliance Inspector: Tom Weber, (517) 335-6832
Instant and Validation Pull-Tab Lottery Tickets—Bureau of State Lottery

CONTRACT PERIOD: 5yrs. + 3 one-year options ~ From: January 1, 2009 To: December 31, 2016

TERMS SHIPMENT
Net 30 days Per specifications

F.O.B. SHIPPED FROM
Per specifications N/A

MINIMUM DELIVERY REQUIREMENTS
Per specifications

MISCELLANEOUS INFORMATION:

NATURE OF CHANGE(S):
Effective February 13, 2012, the Buyer for this Contract has been changed to:
Donald Mandernach

Phone: (517) 241-7233
MandernachD@michigan.gov

All other terms, conditions, specifications and pricing remain the same.

AUTHORITY/REASON:

Per DTMB — Procurement’s approval.

TOTAL REVISED ESTIMATED CONTRACT VALUE: $189,188,919.00



Form No. DMB 234 (Rev. 1/96)

AUTHORITY: Act 431 of 1984

COMPLETION: Required

PENALTY: Contract will not be executed unless form is filed

STATE OF MICHIGAN
DEPARTMENT OF MANAGEMENT AND BUDGET February 25, 2010
PURCHASING OPERATIONS

P.O. BOX 30026, LANSING, MI 48909
OR

530 W. ALLEGAN, LANSING, MI 48933

CHANGE NOTICE NO. 2
TO
CONTRACT NO. 071B9200112
between
THE STATE OF MICHIGAN
and

NAME & ADDRESS OF CONTRACTOR TELEPHONE Don Sawatzky
Pollard Banknote Limited Partnership (204) 474-2323
1499 Buffalo Place CONTRACTOR NUMBER/MAIL CODE
Winnipeg, Manitoba, Canada
R3T 1L7 BUYER/CA (517) 373-7374

Email: dsawatzky@pbl.ca | Joan Bosheff

Contract Compliance Inspector: Tom Weber, (517) 335-6832
Instant and Validation Pull-Tab Lottery Tickets—Bureau of State Lottery

CONTRACT PERIOD: 5yrs. + 3 one-year options ~ From: January 1, 2009 To: December 31, 2016

TERMS SHIPMENT
Net 30 days Per specifications

F.O.B. SHIPPED FROM
Per specifications N/A

MINIMUM DELIVERY REQUIREMENTS
Per specifications

MISCELLANEOUS INFORMATION:

NATURE OF CHANGE(S):

Effective immediately the Addition of bar-coding is to be printed on pull-tab
tickets, per the attached.

All other Pricing, Terms and Conditions remain unchanged.

AUTHORITY/REASON:

Per DMB Purchasing Operations.

TOTAL REVISED ESTIMATED CONTRACT VALUE: $189,188,919.00



Pollard
- Banknote

. . MEMORANDUM
. Limited
TO: Glenn Strong
CC: Tom Weber, Anita Wooton
FROM: Donna Preziotti
DATE: November, 2009
RE: PULI-TARB VIRN BAR CODE COSTS

ONE-TIME COSTS:

Manufacturing
o 2 new plates for the laminator:
© 2 new cutting dies for the diccutter:
< handheld scanner units ($200 x 2}

Software
o AGI - Bar code generation/placement program
($2.500 for cach new grid (3 tab and § tab))
c PBL - software development
(barcode font generator program)

TOTAL ONE TIME COSTS :

PER-GAME COSTS:

Manufacturing

o 5 lbs per 1,000,000 tickets of additional black ink:

o test barcode readability during make-ready
(approx 100 minutes per game)/
QC bar code scan to ensure no print defects
(approx 100 minutes per game)/
Additional press time
(approx 100 minutes per game)

TOTAL SELLING PRICE PER GAME:
ADDITIONAL

Soltware

N/A

$1.000
$4.400
$400

$5,000

$25

$1.000



Form No. DMB 234 (Rev. 1/96)

AUTHORITY: Act 431 of 1984

COMPLETION: Required

PENALTY: Contract will not be executed unless form is filed

STATE OF MICHIGAN
DEPARTMENT OF MANAGEMENT AND BUDGET November 20, 2009
PURCHASING OPERATIONS

P.O. BOX 30026, LANSING, Ml 48909
OR

530 W. ALLEGAN, LANSING, MI 48933

CHANGE NOTICE NO. 1
TO
CONTRACT NO. 07189200112
between
THE STATE OF MICHIGAN
and

NAME & ADDRESS OF CONTRACTOR TELEPHONE Don Sawatzky
Pollard Banknote Limited Partnership (204) 474-2323
1499 Buffalo Place CONTRACTOR NUMBER/MAIL CODE
Winnipeg, Manitoba, Canada
R3T 1L7 BUYER/CA (517) 373-7374

Email: dsawatzky@pbl.ca | Joan Bosheff

Contract Compliance Inspector: Tom Weber, (517) 335-6832
Instant and Validation Pull-Tab Lottery Tickets—Bureau of State Lottery

CONTRACT PERIOD: 5yrs. + 3one-year options  From: January 1, 2009 To: December 31, 2016

TERMS SHIPMENT
Net 30 days Per specifications

F.O.B. SHIPPED FROM
Per specifications N/A

MINIMUM DELIVERY REQUIREMENTS
Per specifications

MISCELLANEOUS INFORMATION:

NATURE OF CHANGE(S):

Effective immediately this Contract is hereby EXTENDED three (3) years
Through December 31, 2016 and INCREASE $70,945,854.00.

All other Price, Specifications, and Terms and Conditions remain unchanged.
AUTHORITY/REASON:
Per DMB Purchasing Operations and Administrative Board approval dated

November 17, 2009.

TOTAL REVISED ESTIMATED CONTRACT VALUE: $189,188,919.00



Form No. DMB 234 (Rev. 1/96)

AUTHORITY: Act 431 of 1984

COMPLETION: Required

PENALTY: Contract will not be executed unless form is filed

STATE OF MICHIGAN
DEPARTMENT OF MANAGEMENT AND BUDGET February 23, 2009
PURCHASING OPERATIONS

P.O. BOX 30026, LANSING, MI 48909
OR

530 W. ALLEGAN, LANSING, MI 48933

NOTICE
OF
CONTRACT NO. 071B9200112
between
THE STATE OF MICHIGAN
and

NAME & ADDRESS OF CONTRACTOR TELEPHONE Don Sawatzky
Pollard Banknote Limited Partnership (204) 474-2323
1499 Buffalo Place CONTRACTOR NUMBER/MAIL CODE
Winnipeg, Manitoba, Canada
R3T 1L7 BUYER/CA (517) 373-7374
Email: dsawatzky@pbl.ca | Joan Bosheff

Contract Compliance Inspector: Tom Weber, (517) 335-6832
Instant and Validation Pull-Tab Lottery Tickets—Bureau of State Lottery

CONTRACT PERIOD: 5yrs. + 3one-year options  From: January 1, 2009 To: December 31, 2013

TERMS SHIPMENT
Net 30 days Per specifications

F.O.B. SHIPPED FROM
Per specifications N/A

MINIMUM DELIVERY REQUIREMENTS
Per specifications

MISCELLANEOUS INFORMATION:

The terms and conditions of this Contract are those of ITB #07118200261, this Contract
Agreement and the vendor's quote. In the event of any conflicts between the specifications, and
terms and conditions, indicated by the State and those indicated by the vendor, those of the
State take precedence.

Estimated Contract Value: $118,243,065.00



Form No. DMB 234 (Rev. 1/96)

AUTHORITY: Act 431 of 1984

COMPLETION: Required

PENALTY: Contract will not be executed unless form is filed

STATE OF MICHIGAN
DEPARTMENT OF MANAGEMENT AND BUDGET
PURCHASING OPERATIONS

P.O. BOX 30026, LANSING, MI 48909
OR

530 W. ALLEGAN, LANSING, Ml 48933

CONTRACT NO. 07189200112
between
THE STATE OF MICHIGAN
and

NAME & ADDRESS OF CONTRACTOR TELEPHONE Don Sawatzky
Pollard Banknote Limited Partnership (204) 474-2323

1499 Buffalo Place CONTRACTOR NUMBER/MAIL CODE
Winnipeg, Manitoba, Canada

R3T 1L7 BUYER/CA (517) 373-7374
Email: dsawatzky@pbl.ca | Joan Bosheff

Contract Compliance Inspector: Tom Weber, (517) 335-6832
Instant and Validation Pull-Tab Lottery Tickets—Bureau of State Lottery

CONTRACT PERIOD: 5yrs. + 3one-year options  From: January 1, 2009 To: December 31, 2013

TERMS SHIPMENT
Net 30 days Per specifications

F.O.B. SHIPPED FROM
Per specifications N/A

MINIMUM DELIVERY REQUIREMENTS
Per specifications

MISCELLANEOUS INFORMATION:

The terms and conditions of this Contract are those of ITB #07118200261, this Contract
Agreement and the vendor's quote. In the event of any conflicts between the specifications,
and terms and conditions, indicated by the State and those indicated by the vendor, those of
the State take precedence.

Estimated Contract Value: $118,243,065.00

THIS IS NOT AN ORDER: This Contract Agreement is awarded on the basis of our inquiry
bearing the ITB #07118200304. Orders for delivery will be issued directly by the Department of
Labor and Economic Growth, Michigan Career and Technical Institute through the issuance of a
Purchase Order Form.

All terms and conditions of the invitation to bid are made a part hereof.

FOR THE CONTRACTOR: FOR THE STATE:
Pollard Banknote Limited Partnership
Firm Name Signature
Elise A. Lancaster, Director
Authorized Agent Signature Name/Title
Purchasing Operations
Authorized Agent (Print or Type) Division

Date Date
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STATE OF MICHIGAN
Department of Management and Budget
Purchasing Operations

Contract No. 071B9200112
Printing of Lottery Instant Tickets and Pull-Tab Games

Buyer Name: Joan Bosheff
Telephone Number: (517) 373-7374
E-Mail Address: bosheffj@michigan.gov
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DEFINITIONS

“Days” means calendar days unless otherwise specified.

“24x7x365” means 24 hours a day, seven days a week, and 365 days a year (including the 366th day in a
leap year).

“Additional Service” means any Services/Deliverables within the scope of the Contract, but not
specifically provided under any Statement of Work, that once added will result in the need to provide the
Contractor with additional consideration.

“Bidder” includes any person, agency, organization, corporation, partnership, or company that submits a
proposal in response to this RFP. “Vendor” and “Bidder” are used synonymously throughout this
document.

“Business Day,” whether capitalized or not, shall mean any day other than a Saturday, Sunday or State-
recognized legal holiday (as identified in the Collective Bargaining Agreement for State employees) from
8:00am EST through 5:00pm EST unless otherwise stated.

“Blanket Purchase Order” is an alternate term for Contract and is used in the States computer system.
“Business Critical” means any function identified in any Statement of Work as Business Critical.
“Chronic Failure” is defined in any applicable Service Level Agreements.

“Contractor” refers to the successful bidder/vendor which is awarded a contract resulting from this RFP.

“Deleted — Not Applicable” means that section is not applicable or included in this RFP. This is used as a
placeholder to maintain consistent numbering.

“Deliverable” means physical goods and/or commodities as required or identified by a Statement of Work
“DMB” means the Michigan Department of Management and Budget

“Environmentally preferable products” means a product or service that has a lesser or reduced effect on
human health and the environment when compared with competing products or services that serve the
same purpose. Such products or services may include, but are not limited to, those which contain recycled
content, minimize waste, conserve energy or water, and reduce the amount of toxics either disposed of or
consumed.

“Excusable Failure” has the meaning given in Section 2.244.

“Hazardous material” means any material defined as hazardous under the latest version of federal
Emergency Planning and Community Right-to-Know Act of 1986 (including revisions adopted during the
term of the Contract).

“Incident” means any interruption in Services.

“ITB” is a generic term used to describe an Invitation to Bid. The ITB serves as the document for
transmitting the RFP to potential bidders

“Key Personnel” means any Personnel designated in Section 1.030 as Key Personnel.
“Lottery” means the State of Michigan, Bureau of State Lottery.



“New Work” means any Services/Deliverables outside the scope of the Contract and not specifically
provided under any Statement of Work, that once added will result in the need to provide the Contractor
with additional consideration.

“Ozone-depleting substance” means any substance the Environmental Protection Agency designates in 40
CFR part 82 as: (1) Class I, including, but not limited to, chlorofluorocarbons, halons, carbon
tetrachloride, and methyl chloroform; or (2) Class I, including, but not limited to,
hydrochlorofluorocarbons.

“Post-Consumer Waste” means any product generated by a business or consumer which has served its
intended end use, and which has been separated or diverted from solid waste for the purpose of recycling
into a usable commodity or product, and which does not include post-industrial waste.

“Post-Industrial Waste” means industrial by-products which would otherwise go to disposal and wastes
generated after completion of a manufacturing process, but does not include internally generated scrap
commonly returned to industrial or manufacturing processes.

“Recycling” means the series of activities by which materials that are no longer useful to the generator are
collected, sorted, processed, and converted into raw materials and used in the production of new products.
This definition excludes the use of these materials as a fuel substitute or for energy production.

“Reuse” means using a product or component of municipal solid waste in its original form more than
once.

“RFP” means a Request for Proposal designed to solicit proposals for services.

“Services” means any function performed for the benefit of the State.

“Source reduction” means any practice that reduces the amount of any hazardous substance, pollutant, or
contaminant entering any waste stream or otherwise released into the environment prior to recycling,
energy recovery, treatment, or disposal.

“Specialty Game” means a Charitable Pull-Tab Ticket that involves special production techniques or
other special requirements (e.g. short print run, unusual color, die cut, fold, play method, printing

considerations, packaging, etc.)

“State Location” means any physical location where the State performs work. State Location may include
state-owned, leased, or rented space.

“Subcontractor” means a company Contractor delegates performance of a portion of the Services to, but
does not include independent contractors engaged by Contractor solely in a staff augmentation role.

“Unauthorized Removal” means the Contractor’s removal of Key Personnel without the prior written
consent of the State.

“Vendor” includes any person, agency, organization, corporation, partnership, or company that submits a
proposal in response to this RFP. “Vendor” and “Bidder” are used synonymously throughout this
document.

“Waste prevention” means source reduction and reuse, but not recycling.

“Waste reduction”, or “pollution prevention” means the practice of minimizing the generation of waste at
the source and, when wastes cannot be prevented, utilizing environmentally sound on-site or off-site



reuse and recycling. The term includes equipment or technology modifications, process or procedure
modifications, product reformulation or redesign, and raw material substitutions. Waste treatment,
control, management, and disposal are not considered pollution prevention, per the definitions under Part
143, Waste Minimization, of the Natural Resources and Environmental Protection Act (NREPA), 1994
PA 451, as amended.

“Work in Progress” means a Deliverable that has been partially prepared, but has not been presented to
the State for Approval.

“Work Product” refers to any data compilations, reports, and other media, materials, or other objects or
works of authorship created or produced by the Contractor as a result of and in furtherance of performing
the services required by this Contract.
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Article 1 — Statement of Work (SOW)

1.010 Project Identification

1.011 Project Reguest
This Contract is for the printing, services, and supplies associated with instant (scratch) tickets and
validation pull-tab tickets for the Michigan Bureau of State Lottery (Lottery).

1.012 Background
The Lottery program’s beneficiary, the State School Aid Fund, receives the profits from the Lottery’s
instant and validation pull-tab tickets. The Lottery sells over $700 million in instant tickets annually.
These games are issued in multiple price points from $1 to $20 currently, with approximately 300 million
tickets produced annually. The Lottery introduces approximately 65-75 games per year. The Contractor
will be responsible for the majority of the instant ticket printing. The Contractor will not have
exclusivity, but can expect to print the majority of the Lottery’s Instant tickets. Refer to Section 1.080,
Component A Statement of Work for more information and specific requirements.

The Lottery currently sells approximately $40 million in pull-tab tickets annually. Pull-tab tickets are
issued in price points from $0.50 to $2.00. The Lottery is moving to a prize validation pull-tab with this
contract, currently tickets are not validated. The validation requirements are similar to that required with
instant games. The validation system and hardware used at retailer locations will be provided by GTECH
Corporation under a separate contract. Refer to Section 1.080, Component B Statement of Work for more
information and specific requirements.

1.020 Scope of Work and Deliverables

1.021 In Scope
The Michigan Lottery intends to enter into a contract for the following products and services:

1. Component A — Instant tickets
2. Component B — Pull-tab tickets with prize validation barcode and validation numbering

1.022 Work and Deliverable
The Contractor must provide Deliverables/Services and staff, and otherwise do all things necessary for or
incidental to the performance of work, as set forth in the Statements of Work for each product as
indicated in Section 1.080.

1.030 Roles and Responsibilities
The Contractor’s requirements are outlined in Section 1.080 in the Statement of Work that is specific to
each product.

1.040 Project Plan
The Contractor’s requirements are outlined in Section 1.080 in the Statement of Work that is specific to
each product.

1.050 Acceptance
The Contractor’s requirements are outlined in Section 1.080 in the Statement of Work that is specific to
each product.
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1.060 _ Pricing

1.061 Pricing
For authorized Services and Price List, see pricing grids provided in Attachment A. Each component has

separate pricing.

Contractor’s out-of-pocket expenses are not separately reimbursable by the State unless, on a case-by-
case basis for unusual expenses, the State has agreed in advance and in writing to reimburse Contractor
for the expense at the State’s current travel reimbursement rates. See www.michigan.gov/dmb for
current rates.

1.062 Price Term
Prices are firm for the entire length of the Contract.

1.063 Tax Excluded from Price
@ Sales Tax: For purchases made directly by the State, the State is exempt from State and Local
Sales Tax. Prices must not include the taxes. Exemption Certificates for State Sales Tax will be
furnished upon request.

(b) Federal Excise Tax: The State may be exempt from Federal Excise Tax, or the taxes may be
reimbursable, if articles purchased under any resulting Contract are used for the State’s exclusive use.
Certificates showing exclusive use for the purposes of substantiating a tax-free, or tax-reimbursable sale
will be sent upon request. If a sale is tax exempt or tax reimbursable under the Internal Revenue Code,
prices must not include the Federal Excise Tax.

1.070 Commodity Requirements and Terms

Product Quality

1.0701 _ Specifications
Definite Specifications - All commodities and/or services to be furnished hereunder shall conform to the
specifications as noted in the Statements of Work in Section 1.080 and Article 1 of this Contract.

1.0702 Alternate Bids—Deleted, Not Applicable

1.0703  Research and Development
The Contractor’s requirements are outlined in Section 1.080 in the Statement of Work that is specific to
each product.

1.0704  Quality Assurance Program
The Contractor’s requirements are outlined in Section 1.080 in the Statement of Work that is specific to
each product.

1.0705 Warranty for Products or Services — Deleted, Not Applicable

1.0706 _ Training- Deleted, Not Applicable

1.0707  Special Programs — Deleted, Not Applicable

1.0708  Security
If changes are made to any part of the security program or procedures, the Commissioner and
Director of Security shall be so notified. The Commissioner reserves the right to require at any time
such further and additional security measures as deemed necessary to ensure the integrity of the
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ticket products. In addition, the Contractor must immediately notify the Director of Security for the
Michigan Lottery and the Contract Administrator, by telephone and in writing of any breach of
security during the term of this contract including but not limited to break-in or theft or
disappearance of paper stock, tickets, data, programs, or files used in the production of tickets. This
notification must be made within 24 hours of discovery of the breach.

Delivery Capabilities

1.0709  Time Frames
The Contractor’s requirements are outlined in Section 1.080 in the Statement of Work that is specific to
each product.

1.0710 Minimum Order-- Deleted, Not Applicable

1.0711 Packaging
The Contractor’s requirements are outlined in Section 1.080 in the Statement of Work that is specific to
each product.

1.0712  Palletizing
The Contractor’s requirements are outlined in Section 1.080 in the Statement of Work that is specific to
each product.

1.0713  Delivery Terms and Shipping
Prices are "F.O.B. Delivered" with transportation charges prepaid on all orders.

Additional Contractor’s requirements are outlined in the Statement of Work in Section 1.080 for each
specific product.

1.0714 Contract Performance — Deleted, Not Applicable)

1.0715 Place of Performance — Deleted, Not Applicable)

1.0716  Environmental Requirements
Environmental Purchasing Policy — The State of Michigan has committed to encourage the use of
products and services that impact the environment less than competing products. This can be best
accomplished by including environmental considerations in purchasing decisions, while remaining
fiscally responsible, to promote practices that improve worker health, conserve natural resources, and
prevent pollution. Environmental components that may be considered in Best Value Purchasing
evaluation include: recycled content and recyclability; energy efficiency; and the presence of undesirable
materials in the products, especially those toxic chemicals which are persistent and bio-accumulative.
Bidders able to supply products containing recycled and environmentally preferable materials that meet
performance requirements are encouraged to offer them in bids and proposals. Information on any
relevant third party certification (such as Green Seal, Energy Star, etc.) should also be provided.

I. Recycled Content and Recyclability

A. Recycled Packaging. Bidders may offer some or all of the following items listed below or provide
alternative proposal as to how packaging materials can be reduced, eliminated or otherwise made more
environmentally preferable. It is desirable that Bidders offer packaging which:

a. is made from recycled content which meets or exceeds all federal and state recycled content guidelines
(currently 35% post-consumer for all corrugated cardboard)
b. minimizes or eliminates the use of polystyrene or other difficult to recycle materials
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c. minimizes or eliminates the use of packaging and containers and, in the alternative, minimizes or
eliminates the use of non-recyclable packaging and containers

d. provides for a return program where packaging can be returned to a specific location for recycling

e. contains materials which are easily recyclable in Michigan.

All Bidders are requested to indicate below an estimate of the percentage of recycled materials, if any,
contained in each item bid. Higher percentages of recycled materials are preferred. Product performance
is paramount, whether containing recycled material or not; however, preference will be given to products
that perform up to specification and are environmentally preferable without compromising quality.

% (Total estimated percentage of recovered material)

% (Estimated percentage of post-consumer material)

% (Estimated percentage of post-industrial waste)
Certification
I, Gordon O. Pollard, am an officer or employee responsible for the performance of this contract and
hereby certify that the percentage of recovered material content for EPA-designated products met the

applicable contract specifications.
GP (Initial)

I1. Materials Identification and Tracking

A. Hazardous Material Identification. ‘Hazardous material’, as used in this clause, includes any material
defined as hazardous under the latest version of federal Emergency Planning and Community Right-to-
Know Act of 1986 (including revisions adopted during the term of the contract).

(1) The bidder must list any hazardous material, as defined in 8370.20 (a) of 40 CFR, to be delivered
under this contract. The hazardous material shall be properly identified and include any applicable
identification number, such as National Stock Number or Special Item Number. This information
shall also be included on the Material Safety Data Sheet submitted under this contract.

Material Identification Number
(if none, enter ‘None’)

(2) This list must be updated during performance of the contract whenever the Contractor determines that
any other material to be delivered under this contract is hazardous.

(3) The apparently successful bidder agrees to submit, for each item as required prior to award, a Material
Safety Data Sheet for each hazardous material identified in paragraph (1) of this clause. Data shall be
submitted in accordance with Section 312 of the federal Emergency Planning and Community Right-
to-Know Act, whether or not the apparently successful bidder is the actual manufacturer of these
items. Failure to submit the Material Safety Data Sheet prior to award may result in the apparently
successful bidder being considered non-responsive and ineligible for award.

4
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A. Clean Air and Water

Vendor certifies that any facility to be used in the performance of this contract has all the necessary
environmental permits and is in consistent compliance with all applicable environmental requirements
and has no outstanding unresolved violations.

The vendor will immediately notify the state, before award, of the receipt of any communication from the
Environmental Protection Agency or any state environmental agency, of civil or criminal enforcement for
any facility that the vendor proposes to use in the performance of this contract.

GP (Initial)

B. Emergency Planning and Community Right-to-Know Reporting - By signing this offer, the bidder
certifies that:

(1) The owner or operator of each facility that will be used in the performance of this contract is in
compliance with the filing and reporting requirements described in sections 302, 304, 311, 312 and 313 of
the Emergency Planning and Community Right-to-Know Act of 1986 (EPCRA) (42 U.S.C. 11001, et.
seq.) and section 6607 of the Pollution Prevention Act of 1990 (PPA) (42 U.S.C. 13101, et. seq.).

EPCRA filing and reporting requirements include emergency planning notification, release reporting,
hazardous chemical inventory reporting, and toxic chemical release inventory (TRI) reporting.

(2) The owner or operator of each facility that will be used in the performance of this contract will
maintain compliance with the filing and reporting requirements described in sections 302, 304, 311, 312
and 313 of the Emergency Planning and Community Right-to-Know Act of 1986 (EPCRA) (42 U.S.C.
11001, et. seq.) and section 6607 of the Pollution Prevention Act of 1990 (PPA) (42 U.S.C. 13101, et.
seq.) for the life of the contract.

GP (Initial)

1.0717 _ Subcontractors
The contractor shall indicate below ALL work to be subcontracted under any resulting Contract (use
additional attachment if necessary; estimates are acceptable):

Description of Work Percent (%) of total Sub-contractor’s name and

to be sub-contracted contract value to be sub- | principal place of business
contracted (City and State)

N/A

1.0718  Reports and Meetings
The Contractor shall refer to the Statement of Work for list of required reports.

@ Reports.

Within thirty (30) days after the Effective Date of the contract, the parties shall determine an
appropriate set of periodic reports to be issued by Contractor to the State. Such reports may
include:

(i) separately address Contractor’s performance in each area of the Services;

(i) for each area of the Services, assess the degree to which Contractor has attained or failed to
attain the pertinent objectives in that area, including on-time completion and delivery of
Deliverables;

(i) explain the reasons for any failure to achieve on-time completion and delivery of
Deliverables and include a plan for corrective action where appropriate;
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(iv)
(v)
(vi)

(vii)
(viii)
(ix)

(b)

describe any circumstances that Contractor anticipates will impair or prevent on-time
completion and delivery of Deliverables in upcoming reporting periods;

include plans for corrective action or risk mitigation where appropriate and describe the status
of ongoing problem resolution efforts;

provide reports setting forth a comparison of actual hours spent by Contractor (including its
augmented personnel and Subcontractors) in performing the Project versus hours budgeted by
Contractor.

set forth a record of the material personnel changes that pertain to the Services and describe
planned changes during the upcoming month that may affect the Services.

include such documentation and other information may be mutually agreed to verify
compliance with, and meeting the objectives of, this Contract.

set forth an updated schedule that provides information on the status of upcoming
Deliverables, expected dates of delivery (or redelivery) of such Deliverables and estimates on
timing for completion of the Project.

Meetings.

Within thirty (30) days after the Effective Date, the parties shall determine an appropriate set
of meetings to be held between representatives of the State and Contractor. Contractor shall
prepare and circulate an agenda sufficiently in advance of each such meeting to give
participants an opportunity to prepare for the meeting. Contractor shall incorporate into such
agenda items that the State desires to discuss. At the State’s request, Contractor shall prepare
and circulate minutes promptly after a meeting.

1.0719  Samples/Models—Deleted, Not Applicable

1.80  Additional Requirements —Please refer to the following Statements of Work

=

Component A — Instant tickets

2. Component B — Pull-tab tickets with prize validation barcode and validation numbering (hereafter
called validation pull-tabs)
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Component A
Statement of Work Lottery Instant Scratch Off Tickets

A.l. INTRODUCTION

The Lottery typically introduces 65-75 instant games annually with a total quantity of approximately
300 million tickets. Game quantities are expected to range from 1-6 million tickets; however, the
quantity for select base games will range from 10-40 million tickets. The number of tickets ordered
for each game will be at the discretion of the Lottery. Quantities are estimates only and the State is
neither committed to nor limited to purchasing in the exact quantities shown.

The Contractor must be prepared to provide all services required for the secure production and delivery of
“scratch-off” instant lottery tickets, including but not limited to:
a. Graphic design, prize structure development, computer programming, print production and
delivery of computer-imaged, continuous form, fan folded tickets;
b. Interface with existing Lottery computerized accounting, allocation and validation sub-systems;
c. Provide control over inventory and security as necessary to protect the integrity of the game; and
d. Provide various marketing and sales support functions.

A.2. MARKETING

The Contractor shall provide dedicated marketing staff to interface with Lottery Marketing. The
Contractor shall provide, at a minimum, the following marketing services at no additional cost to the
State:

a. Game specification coordination;

b. Game design coordination and execution;

c. Concept design and delivery of instant ticket game art in the quantity and format required by the
Lottery for focus group testing;

d. Analysis of instant game strategies or techniques employed in the industry;

e. Production schedule oversight from design to delivery;

f.  Production oversight on press when the Lottery elects not to attend press approvals.

g. Necessary transportation and accommodation costs for up to two (2) Lottery staff to inspect the
contractor’s headquarters, production facility, or customer conference no more than twice per
fiscal year for each year of the contract.

h. Contractor may be required to provide marketing support for Instant Game Sales. As determined
on an annual basis by the Commissioner, this support will assist the Lottery in the promotion of
instant tickets by funding promotional efforts by up to 2% of instant ticket sales. The Lottery will
determine the level of support on an annual basis and how this funding is to be applied to promote
instant game sales. The level of support decided by the Commissioner will be added as a percent
of gross instant ticket sales onto the working papers and paid by the Lottery for each game
requiring such marketing support. The Lottery and the Contractor shall reconcile the amounts
paid on printing invoices with actual marketing support provided by the Contractor on an annual
basis. Any balance of marketing support remaining unpaid by the Contractor shall be credited
back to the Lottery.

i. Contractor may also be requested to provide staffing assistance in the form of merchandisers to
promote instant ticket sales. These merchandisers would provide services related to placing
instant tickets on display, setting up lottery promotional displays, and assisting retailers in their
locations throughout the state in promoting instant ticket sales.

A.3. TECHNICAL SUPPORT, CONSULTATION & ASSISTANCE

For the life of the contract and any extensions, the Contractor shall provide technical support, at no
additional cost to the State, in the form of consultation, answering questions, assistance in diagnosing
problems, and developing new features requested by the Lottery.
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A.4. SPECIFICATIONS

The Contractor will be required to develop game specifications under the direction of the Lottery for each
game. The game specifications will include the final mechanical art and color keys or digital contract
proof for the front and back of the ticket; detailed programming parameters; prize structure; packaging
and shipping information; production and delivery schedule for tickets, game data files and other required
data; ticket order guantity; any optional products, features, or services requested by Lottery, and detailed
pricing. The Lottery must approve these specifications and issue a purchase order before ticket
manufacturing begins. The Contractor must manufacture and deliver the tickets according to these
Working Papers. The Working Papers for each game will become part of the contract. The Contractor
shall also be required to furnish electronic files of approved ticket and book insert art to the Lottery for
promotional use.

A.5. TRADEMARK AND SERVICE MARK SEARCHES

Contractor will conduct trademark and service mark searches for all game names not owned by the
Contractor at the time of the production of the games used during the term of the Contract and provide to
the Lottery with a written legal opinion as to the permissible use of each game name based upon a search
of registrations and applications for registration filed with the United States Patent and Trademark office,
applicable state agencies and other appropriate sources. New trademarks and service marks developed for
the Lottery will be the property of the Lottery and will be registered in the name of the Michigan Lottery
at its discretion. For trademarks and service marks owned by the Contractor, the Contractor will provide a
letter warranting its ownership and providing to the Lottery a non-exclusive, non-transferrable, non-sub-
licensable license to use the trademark or service mark. Upon approval or denial of trademark, the
Contractor shall provide the Lottery with a copy of the signed registration or denial.

A.6. PROPRIETARY AND PATENTED PLAY STYLES

The Contractor will grant to the Lottery a non-exclusive, non-transferrable, non-sub-licensable, royalty-
free license to use all currently held proprietary and/or patented play styles, copyrights, service marks or
trademarks owned by the Contractor for the term of the Contract and any extensions thereof. If any
proprietary and/or patented play styles, copyrights, service marks or trademarks are developed or acquired
by the Contractor during the term of this Contract, then these items also will be made available to the
Lottery under a non-transferrable, non-sub-licensable, royalty-free license for the term of the Contract and
any extensions thereof. The Lottery and the Contractor may agree to extend the term of either of the
foregoing licenses past the term of the Contract for a mutually agreed-upon license fee. The Lottery will
have the right to acquire, at it own expense, proprietary and/or patented play styles from other sources for
incorporation into instant games produced by the Contractor.

A.7 LICENSED PROPERTIES

The Contractor must list and describe in its response to this Proposal any and all currently held, exclusive
licensing agreements under which the Contractor has been granted rights by a third party or other
properties licensed to the Contractor that relate to the products and services contemplated by this RFP.
Subject to the terms and conditions of the applicable license agreements, all of the above must be
available for sublicense to the Lottery for use in producing instant tickets or in any
advertising/promotions for the tickets. The required listing of all licensed properties must indicate which
properties are available at no additional cost and those that will require an additional fee of the Lottery
chooses to offer a game featuring this property.

The Lottery reserves the right to acquire licensed properties from other third-party sources at its own
expense for incorporation into instant games printed by the Contractor during the term of the contract.
The Contractor agrees that it must print such games and in doing so shall not be deemed to have agreed
with or otherwise acquiesced to the legitimacy of the underlying license or ownership claim.
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A.8. PRIZE STRUCTURES

Games will be produced using the guaranteed low-end prize structure (GLEPS) method of winning
ticket dispersion and randomization, such that each book of instant tickets produced for a game shall
contain the same total value of low-tier winning tickets, but each will have varying numbers of
winners of various denominations. Multiple configurations of low-tier prizes shall be incorporated at
random into books of tickets.

The Contractor will furnish to the Lottery a preliminary prize structure for each game prior to
receiving final approval to proceed with the manufacture of tickets.

The Contractor will, at no additional expense to the Lottery, guarantee the following:
a. That winning tickets are distributed with no discernible pattern throughout the entire game
production.
b. That the total value of prizes will constitute no more than the percentage of gross revenue as
determined by the Lottery prior to production.
c. That prizes designated as “guaranteed” in the game prize structure are all present in the
delivered tickets within tolerances agreed to in the Working Papers.

As soon as is practicable, the Contractor shall furnish to the Lottery an “End of Production” prize
structure for each game taking into consideration omitted tickets, damaged tickets, under-printing of
tickets, over-printing of tickets, etc. The “End of Production” prize structure must include the actual
number of saleable winning tickets of each prize.

A.9. WORKING PAPERS

Working Papers for instant games will be generated by the Contractor. Schedules will be established
and Working Papers executed in order to facilitate the orderly process for the production and
delivery of tickets. The cost of Working Paper creation and revision shall be included in the base
ticket price. The Contractor must use its best efforts to produce Working Papers free from material
and programming errors. Production of any instant game will not proceed until all necessary
approvals are obtained and the Lottery gives written authorization by issuance of a Purchase Order.

A.10. PRODUCTION AND DELIVERY SCHEDULE

Contractor will adhere to the following instant game delivery schedule:

1. Within two (2) weeks of receiving notification from the Lottery that the prize structure, play
style, and artwork for a particular game have been approved, the Contractor will deliver to the
Lottery a set of draft Working Papers for the Lottery’s review and comment.

2. Within one (1) week after receipt of comments from the Lottery, the Contractor will deliver to
the Lottery the final Working Papers for signature (execution). Final ticket art will accompany
the final Working Papers.

3. Within 60 days after receipt of executed working papers and approved purchase order, the
contractor shall produce and deliver the quantity of tickets specified in the approved purchase
order.

A.11 TICKET FORMS

The Contractor will be required to provide computer imaged, continuous form, fan-folded tickets. Tickets
will be printed on card stock of “.010” thickness that is coated on one side which will face out as the back
of the ticket and with aluminum foil laminated to the uncoated side which will face out as the front of the
ticket. Alternately, recyclable card stock may used to manufacture instant tickets at the option of the
Lottery.

All tickets must be compatible with the ticket dispensing systems (i.e. in-counter, modular on-
counter, and ITVMs) as utilized now or in the future by the Lottery. Ticket stock may be modified
within reason, at the Lottery’s discretion during the term of the contract. Refer to Appendix B for
book sizes.
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A.12 TICKET SIZES

The Lottery uses a variety of ticket sizes ranging from 2.0” x 3.8” standard-size tickets, up to 4.0” x
11.00” and 8.0” x 8.0” over-size tickets, with many variations in between. The Contractor shall have
the ability to produce a variety of ticket sizes within this approximate range. The exact size of tickets
to be produced for each game will be specified in the Working Papers. Alternate but similar ticket
sizes are acceptable as long as they are compatible with the Lottery’s existing dispensers, including
vending machines. Reversal of the ticket orientation is also permissible.

A.13 BOOK SIZE

The number of tickets to be included in each book will be specified in the Working Papers and will
remain constant within each game. Standard $1 games generally specify 250 tickets per book, with
fewer tickets per book in games with higher price points. Tickets are to be fan-folded (up to 5 per
page), such that the first and last tickets in a book are visible.

A.14 PERFORATIONS

Each ticket must be separated by perforations. The perforations must allow tickets to be separated
from each other by hand after one pre-fold, but should not separate in normal handling of the book.
Perforations must also be compatible with any manual or automatic dispensing devices utilized now
or in the future by the Lottery. The Lottery may require tickets with a detachable stub as a selected
option for one or more of the games under this contract. Such tickets must have a perforation running
at a right angle to the perforation dividing one ticket from another. This perforation must allow the
stub to be separated from the main portion of the ticket after one pre-fold but should not separate in
normal handling of the ticket book. The perforations proposed by the Contractor must be submitted
to the Lottery for written approval.

A.15 PRINTING METHODS

Display printing graphics will be printed front and back by gravure, lithograph processes, or alternate
printing process approved by the State. Contractor must notify Lottery at least forty-eight (48) hours
prior to start up of display printing. A Lottery representative must approve press proofs, in writing,
before production printing of forms is started. When the Lottery elects not to attend press approval
(see Section [2.34]), the contractor may proceed with production based on previous Lottery approval
of ink draw downs and other representative color facsimiles of final tickets. A digital contract proof
is an acceptable proofing document.

Play images (symbols and captions), book/ticket numbers, validation numbers, check digit/prize
number, bar coding and all other computer imaged characters must be applied with a non-impact
imager. The play images under the scratch-off surface must be secure from tampering or
counterfeiting and must be easily read. Each play symbol must be accompanied by a caption to be
defined in the Working Papers.

The game data area is to contain a standard code approved by the Lottery for use by sales agents in
sight validating low-tier winning tickets.

The play images must be covered and secured with a scratch-off material that is easily removed and
successfully resists all known intrusion methods. The scratch-off material shall not be chemically or
dermatologically irritating to the skin or to the organs of the body and shall not cause harm to
clothing.

A minimum three-color overprint design must be applied over the scratch-off material. The game
number, book number, sequence number, and any other required numbers must be readily
identifiable. The calculated symbol grade of the bar coding must be of grade “B” or higher, as
specified in the American National Standard, Guideline for Bar code Print Quality, X3 Project #477-
D, Section 4.3.

10
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For games produced with a stub option, the detachable stub will contain computer imaged game data,
scratch-off material and, when specified, a game number, book number, ticket sequence number,
validation number, and check digit/prize number, corresponding to the numbers on the main portion
of the ticket.

Note: If Contractor uses a process to print their tickets that is their standard, it cannot be priced as an
option. It may be identified separately, but must be included in the base price for that ticket size.

A.16 TICKET COLORS

The Contractor must be capable of producing a minimum of five (5) distinct display colors on the
front of the ticket. This can be accomplished using four-color process, spot colors, or both at the
Lottery’s discretion. A minimum of three (3) colors will be provided for use in the overprint area and
one (1) color (black) for the ticket back. In addition to black for the ticket back the Lottery may
require an additional color. Base or undercoats required to create a distinct display or overprint color
do not count as a “color”.

The Contractor must be capable of producing the following:

a. Screens of color on display and latex sides of tickets;

b. Multiple color full-bleeds;

C. A variety of graphic designs and styles, including use of photography, integrated
latex design, or unusually shaped latex;

d. Multiple game play areas;

e. Alternating scenes, using any of the aforementioned designs and styles, within a
book;

f. Different scenes within a game;
A variety of inks and coatings such as metallic or fluorescent inks and UV or varnish
coatings;

h. Ability to print on holographic paper.

A.17 MARKING SYSTEM
Contractors must have the ability to create games utilizing a marking system compatible with Bingo
and Crossword style games in order to mark the player’s numbers and/or letters on the ticket.

A.18 BACKGROUND AREAS
The background areas upon which the game data are to applied must be printed with an anti-
counterfeit pattern. The pattern must not prevent readability of the game data.

A.19 PRICE POINT
The price point of each game must be screened on the back of the ticket. This will consist of a 15%
screen of the same ink color used on the ticket back or black as specified in the Working Papers.

A.20 TICKET FINISHING

All tickets shall be finished with an overcoat of glossy clear varnish to provide a crisp shiny
finished appearance.

A.21 DISPLAY CARDS/BOOK INSERTS

One inserted in each book; 3.75 inches x 4 inches, 10 point card stock, Front: 4-color process. Back:
Black, with game name, game number, price point, ticket length as a decimal, quantity of ticket per book,
and machine readable bar code representing same. Display cards do not include any variable data such as
the book number.

A.22 PLAY IMAGES

Individual tickets must be printed such that there is never more than one winning combination of
numbers or symbols within a single game play area unless specifically designated to win more than

11
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one prize. Individual tickets including non-winning tickets should contain unique patterns of
numbers or symbols to maintain the image of randomness in each game.

A.23 SHRINK WRAP

Each instant game book must be wrapped by a heat shrink process in a clear poly wrap material of at
least 80 gauge to prevent bursting while being handled or while in shipment or storage. Books must
be folded and shrink wrapped in such a manner that allows the game-book-ticket number and
associated bar coding of at least one ticket to be visible. The shrink wrap will be sufficiently tight
around the book of tickets to permit the bar code to be easily scanned through the shrink wrap and to
prevent the shrink wrap from catching or pinching in conveyors, rollers, pointed edges as might be
encountered in the packaging, warehousing, and distribution processes. An alternate gauge shrink
wrap may be used so long as it meets the specified handling requirements.

A.24 OMITTED BOOKS

Omitted books are those which are not printed or are rejected by the Contractor or by Lottery and
have been removed from the Contractor’s shipment due to poor quality. Omitted books may not be
“made-up” without the express written approval of the contract administrator.

All tickets which are rejected and removed from production due to poor quality will be immediately
removed from the production line area, placed in sealed cartons and stored in a locked area within
the Contractor’s premises.

The Contractor will destroy all rejected tickets and ticket stock by shredding, pulverizing, burning, or
dissolving (see Article 1.0708) such rejected tickets.

Such tickets will be destroyed at the end of each day’s ticket production provided the finished
saleable books of tickets, carton labels and all related production documents affected by the rejected
books have been reconciled to accurately account for each omitted or rejected book of tickets. In the
event such reconciliation cannot be completed during the production day the rejected tickets are
removed from production, such rejected tickets must remain in a secure locked area, accessible only
to the Contractor’s plant supervisor, and destroyed immediately upon the completion of the
necessary reconciliation.

The Contractor will prepare a list of omitted books for each ticket shipment to Lottery. This list shall
be delivered with the shipment from which the omitted books occurred. A list of destroyed tickets
shall also accompany the ticket shipment. This list will describe the method of destruction and will
contain the signatures of the persons performing the destruction, the dates of destruction and the
signature of the plant supervisor attesting to the destruction.

A.25 CONTRACTOR’S QUALITY CONTROL

In order to maintain public and retailer confidence in the integrity and security of the instant game,

and to provide maximum marketability of the instant game tickets, Lottery requires that tickets be

printed with the highest quality standards. A book of tickets with any of the following characteristics

shall not be considered acceptable by the Lottery, and the books shall be rejected as part of the

Contractor’s quality control and listed as an omitted book.

Perforations between tickets that are so deep as to cause tickets to separate while handling.

Tickets out of sequential order within a book.

An incorrect number of tickets within a book.

Tickets that are not trimmed straight.

Display print designs that are not clearly and crisply printed.

Scratches across or holes in latex coverings which expose portions of hidden play symbols
or game play area.

. Rough, uneven latex coverings.

h. Latex coverings that drip onto display printing, smear, fail to come off cleanly and

hD OO o
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completely when rubbed with a coin or are off-register.
Overprint designs that are off register or that are not clear and crisply printed.
Offsetting of inks on latex coverings from one ticket to another.
Play symbols or other data that peek out or can be seen from under the latex covering.
Play symbols that are unclear, clipped or incomplete.
. Play symbols that smear with slight moisture or normal handling.
Captions that are not clear or do not correctly describe the Lottery play symbol.
Foil that rips away when the ticket is rubbed, delaminates from the paper stock or that contains
tears.
Bar code contrast and clarity not in accordance with specified standards.
Any other degradation of ticket or packaging quality not specified above but which constitutes
unacceptable quality.

oS3 —xT
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A.26 LOTTERY’S QUALITY CONTROL

The Lottery may elect, at its discretion, to send representatives to attend press approvals at the
Contractor’s printing plant for purposes of review and inspection of game production. The
Contractor would be required to reimburse the Lottery for the travel expenses of one (1) person.
When the Lottery elects not to attend press approvals, the Contractor may proceed with production
based on previous Lottery approval of ink draw downs and other representative color facsimiles of
final tickets.

A.27 MANUFACTURING CHANGES

Once the Contractor’s product has been approved in writing by the Lottery, the Contractor is
prohibited from changing the materials, inks, thicknesses, processes, packaging, and/or equipment
used in manufacturing the tickets unless prior written approval is received from the Lottery. Tickets
delivered under the contract that vary from approved specifications shall constitute grounds to reject
all tickets delivered to the Lottery and may result in the assessment of liquidated damages.

The Contractor shall notify the Lottery in writing of any proposed change in location of the
manufacturing process or any portion thereof. No such change shall be made without prior written
approval from the Purchasing Operations.

A.28 PLANT STORAGE

The Contractor must provide secure, exclusive storage space, in the printing plant or other facility for
the storage of finished tickets, for up to 90 days, prior to delivery to the Lottery. Space must also be
provided for the storage of paper stock and other supplies needed to produce the games. The
Contractor is responsible for monitoring the availability of all materials to insure that sufficient
supplies are on hand to meet the delivery schedule in the Working Papers.

A.29 CERTIFICATION

For each game the Contractor shall engage the services of a certified public accounting firm (auditor)
to certify to the randomization of winning tickets as specified in Section [A.38], and to the odds of
winning in each prize category as specified in the executed game specifications. The auditor’s report
of observations and findings shall be delivered to the Lottery within seven (7) days after completion
of ticket production.

The auditor shall also audit a sufficient sampling of game production files along with a
representative sample of books of actual finished tickets selected at random to insure compliance
with the contract and Working Papers. The auditor’s report of observations and findings shall be
delivered to the Lottery within seven (7) days after final shipment but not later than seven (7) days
prior to start of sales.

A.30 TICKET ORDER QUANTITY AND OVERSHIPMENT

The Contractor will deliver the order quantity with an allowance of plus or minus 5 percent of the
order quantity, of instant tickets ordered for each game.

13




=
CONTRACT NO. 071B9200112 INSTANT AND VALIDATION PULL-TAB LOTTERY TICKETS ‘

If tickets in excess of the above delivery tolerance are produced, the Lottery may, at its sole option,
elect to accept delivery of such tickets and attempt to sell them. The Lottery will not be obligated to
pay for any such excess tickets if not sold.

A.31 TICKET DELIVERY

The Contractor shall have tickets available to the Lottery by the date defined in the executed
Working Papers. Tickets are to be delivered to GTECH Corporation, 5850 Enterprise Drive,

Lansing, Michigan 48911. Ticket delivery will be on a per call basis. Tickets are not to be shipped by
the Contractor unless prior authorization to ship is given by the Lottery or its representative.

Delivery shall be by prepaid “exclusive use” motor freight vehicles unless otherwise specified by the
Lottery.

The Lottery requires exclusive use of the delivering vehicle. Pallets of finished tickets will be loaded
with the lowest numbered pallet at the “nose” or forward end of the cargo portion of the vehicle with
the highest numbered pallet at the rear. A minimum of five feet clearance must be left between the
last pallet loaded and the cargo doors at the rear of the delivering vehicle to facilitate unloading.

The Contractor must place security seals and padlocks on all cargo doors of the delivery vehicle.
Each seal must bear a unique number which will be recorded on the Bill of Lading and Shipping
Report for that shipment.

Key(s) to the padlock(s) on cargo doors will be placed in a sealed envelope by the Contractor and
delivered unopened to the receiver at the distribution center.

The following items must be included with each delivery of Instant Game tickets:

a. Shipping Report: Lists gross number of tickets, number of omitted tickets, net number of
tickets in the shipment and number of pallets and cartons. Carton Contents List: Lists, by
carton number, the game and book numbers included in each carton.

b. Omitted Book List: Lists, in numerical order, the game and book numbers of all omitted
books. The carton contents list may incorporate the omitted books list.

c. Electronic File of Omitted Books: Contains the game and book numbers in numerical
sequence for all books which were omitted from the shipment.

d. Manufacturer’s Control Log: Lists, in numerical order, all possible book numbers used
during manufacturing, with omitted book numbers denoted.

A.32 TICKET PACKING

Instant game books are packed in cartons as per the executed game specifications. Books will be
packed on-end in ascending book number order within each carton. Packing size of books of non-
standard ticket or book size will be as mutually agreed upon for the specific game. Carton size will
be as required to hold the number of books required to be packed in the carton with minimal
horizontal or vertical play.

A.33 CARTON CONSTRUCTION

All shipping cartons must be 275 Ib. test. The top and bottom of the carton must be sealed with a
fabric or fiber reinforced tape. Alternate taping materials for the sealing of cartons is acceptable so
long as it meets the specified shipping and handling requirements. No staples or glue will be used.
The tape must not obscure labels or other markings on the carton. There will be no printing on the
carton or sealing tape other than as specified in the contract.

A.34 CARTON LABEL

A computer-generated white label must be affixed to each carton. The label must display, in clearly
readable type, the words “Michigan Lottery”, the game name, game number, carton number, the
beginning and ending book (lot) numbers contained therein with corresponding bar codes, and the total
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number of books in the carton. The statement “This carton contains materials that are registered by
number and which will be voided if stolen” must also appear on each label. Theft disclaimers may be
printed directly on the carton rather than the label.

Additionally, for games that are produced in multiple offset color pulses, carton labels must indicate
the pulse color of the books within the carton and must be printed on label stock matching that color
(i.e. cartons containing books of a blue color pulse must have a blue carton label; cartons containing
books of a red color pulse mush have a red carton label, etc.). Color dots identifying color pulses
may be used in lieu of colored labels so long as there is no danger of the dots coming off during the
shipping and handling process.

A.35 PALLETS

The size of tickets and therefore books and cartons will determine pallet size. Pallet size will be
indicated in the executed specifications for each instant game. Standard four-way pallet construction
is required with three (3) main runners of at least 1.25 inches thickness. The top cross board and
three bottom support cross boards must be at least 5/8 inch in thickness. Pallets will be furnished by
the Contractor and will be returned to the Contractor at the Contractor’s expense if so desired.
Preformed, extruded, or alternately constructed pallets may be proposed by the Contractor; however,
their acceptability will be solely determined by the Lottery.

The cartons of tickets will be stacked on pallets in descending carton number order with carton
number labels facing out. The highest numbered carton is to be placed at the corner of the pallet with
following numbered cartons placed to the left of each preceding carton until a complete layer of
cartons has been placed on the pallet. This same pattern is to be repeated for each layer of cartons. A
sheet of heavy paper or chipboard must be placed on top of each layer of cartons except the top
layer. This sheet will not extend beyond the outer edges of the cartons in each layer. The four corners
of the stack of cartons shall be protected by cardboard or equivalent corner covers, and the stack
securely bound with plastic strapping to prevent shifting or tipping. Each pallet load of cartons will
then be securely covered and attached to the pallet with clear plastic spin-wrapping.

A.36 PALLET LABELS

A pallet label must be affixed to each pallet load of cartons. The label must show the game name, the
from-through carton numbers loaded on the pallet, and the pallet number for the game. Pallets will
be consecutively numbered for each game, beginning with the number one.

A.37 SAMPLE TICKETS

The Contractor shall deliver to the Lottery, with the first delivery of tickets for a game but no later
than three weeks prior to the beginning of sales, 2,500-3,000 (dependent on book size) samples of
the tickets for each respective game for distribution by Lottery to sales agents. Each of the standard
size samples shall have “VOID” printed on the ticket. The location of the word VOID shall be
defined in the Working Papers. The cost of sample tickets shall be included in the price per thousand
saleable tickets. The Contractor will not invoice and the State will not pay for sample tickets.

A.38 RANDOMIZATION

The Contractor must randomly distribute winning tickets throughout the game and throughout each
control unit without any determinable pattern. Each control unit (pool) must be produced using a
randomization program unique from all other control units produced for a single game. The number
of tickets per control unit will be specified in the Working Papers for each game. Each game must be
produced using randomization programs unique from another game. Number randomization
programs used for printing tickets should be organized such that winning tickets are interspersed
among losing tickets.
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The Contractor will not be permitted to produce winning and losing tickets or achieve randomization
of winning and losing tickets through separate production or manual or mechanical assembly of
tickets into books.

A.39 GAME, BOOK, TICKET, VALIDATION, CHECK DIGIT AND BAR CODE NUMBERS
Each book of instant game tickets will contain a game and book number which is to appear on each
ticket and each detachable stub when applicable. The three digit game number will be provided by

the Lottery. The six digit book number will be consecutive and begin with 000001. Each ticket will
also contain a three digit ticket sequence number. The first ticket sequence number in a book will be
001 and the last ticket sequence number will be determined by the book size ordered.

Each ticket must contain a unique validation number applied by a non-impact imager. The eight digit
validation number will be located under the scratch-off material with the exact location specified in
the Working Papers for each game.

Each ticket must contain a bar code containing 18 numeric characters consisting of the format code,
game number, book number, ticket number, the first three digits of the validation number, and the
two-digit MOD 100 check formula.

The numbers described above will be displayed on the tickets in the following manner:
a. Bar coded information - FGGGBBBBBBTTTVVVMM - printed on the back of the ticket, where:

F= One (1) digit format code, always zero.

GGG = Three (3) digit game number.

BBBBBB =  Six (6) digit book number beginning with 000001.
TTT = Three (3) digit ticket number.

VVV = First three (3) digits of validation number.

MM = Two (2) digit mod 100 check formula.

b. Numerically displayed below the bar code on the back of the ticket, and as indicated in the
Working Papers on the front of the ticket:

F-GGG-BBBBBB-TTT
c. Printed under the scratch-off material as VVV-VVVVV (Last 5 digits underlined)

A.40 BAR CODING

The Lottery’s current bar code standard is the interleaved two of five (12 of 5). The back of each ticket
will have an eighteen (18) digit 12 of 5 bar code imaged on it, which will have a minimum quiet zone of
.25” plus or minus (+/-) .125”. The bar code will be printed .30” from the perforation at the bottom of
each ticket with a height of .30".

At some time during the term of the contract, the Contractor should expect to transition to a PDF-417 bar
code format, or other similar technology.

Each instant ticket must bear the Universal Product Code (UPC) as assigned to the Lottery and printed
within the tolerances required by the Uniform Code Council, Inc. The Contractor will procure the actual
code on behalf of the Lottery. The location of the printed UPC will be specified in the executed Working
Papers for each game.

A.41 DATA PROCESSING REQUIREMENTS

The minimum data processing requirements which the vendor must furnish to the Lottery for each
individual instant game at no additional cost include, but are not limited to, the items listed below.
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Serialized inventory file
An electronic file containing data required for the instant game tracking and distribution
activities of the Lottery and its designated vendors. Each data record will contain

information pertaining to a single “book” of instant tickets including, but not limited to, the
book number, the carton number, and the disposition of the book at the end of the printing
process. The Lottery requires this file three weeks prior to the beginning of public sales for

an instant game.

High-tier winner validation file
An electronic file containing validation data for all winning tickets in a game with prize
amounts greater than $25.00 or other threshold determined by the Lottery. Each individual
data record contains, but is not limited to, the winning validation number and prize level for

a single high-tier ticket. The data records will be sorted in validation number order. The
Lottery requires this file three weeks prior to the beginning of public sales for an instant

game.

Low-tier winner validation file

An electronic file containing validation data for all winning tickets in a game with prize
amounts of $25.00 or below, or other threshold determined by the Lottery. Each individual
record contains, but is not limited to, the low-tier winning validation numbers and prizes for

a single book of tickets. The data records are sorted in book number order. The Lottery
requires this file three weeks prior to the beginning of public sales for an instant game.
End-of-production prize structure

A document containing the breakdown of winning tickets, by prize amount, which is used by
the Lottery to verify the validation data on both winning validation files. The prize structure
will list the number of winners for every possible combination of an individual prize (i.e.
when a $4 prize could be won as $1 X 4, $2 X 2, or $4 X 1, each of the three combinations
would have a line in the breakdown) by pool and game, along with dollar totals and
percentages of the total prize payout. Should the Lottery choose to receive additional
shipments of a game, the vendor will supply two versions of the EOP Prize Structure: the

first document will show the breakdown of the new shipment while the second prize

structure will detail the entire game. This document should accompany, if possible, or

closely follow the winner validation files.

End-of-distribution void validation file

An electronic file containing all winning validation numbers (both high and low-tier) from
instant ticket books which the Lottery has deemed to be void and no longer available for

sale. The Lottery or its designee will supply an electronic file of voided book numbers from

a single game to the vendor. Each record on the resulting file will contain only the game
number and the validation number for a single void ticket — no connection should be made to
the book number. The file will be sorted in validation number order.

Test files

Should the need arise — for application changes, file format changes, QA, etc. — the Lottery
may request any or all of the above items for the purposes of testing. Lottery may request a
specific production game to be used or request the vendor to provide a “test game” using
parameters set forth by the Lottery. Test materials will be delivered by the vendor within 14
calendar days of receipt of the request.

Encrypted Validation Code File

For specific games designated by the Lottery, an encrypted electronic file containing the
8-digit validation number (VIRN) for all non-winning tickets will be required. The file
will be encrypted using an algorithm of the Lottery’s choosing. The file will be used to
facilitate the Lottery promotions that require players to submit non-winning tickets over
the Internet and will enable the Lottery to verify proof of purchase in real time and as a
consequence alleviates players from having to mail-in entries. The Lottery requires this
file three weeks prior to the beginning of public sales for an instant game.
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All load files should be delivered on CD in ASCII format.

A.42 VALIDATION INFORMATION AND RECORDS
The Contractor shall provide Lottery with electronic data files containing winning ticket validation
data as specified in Section [A.41]

The Contractor will maintain complete records of the contents of every book of tickets, page-by-
page, ticket-by-ticket, and spot-by-spot for 15 months from the announced end of sale to retailers or
will have computer programs capable of reconstructing such records.

The Contractor shall only reconstruct tickets manufactured for the State which have been requested
by the Commissioner or the Director of Security.

The Contractor’s capability to reconstruct tickets shall be kept secure. The State will review the
Contractor’s reconstruction security to determine acceptability to the State.

The Contractor shall deliver to the Lottery a written response to all requests for ticket reconstruction
no later than three working days from receipt of such request. The Lottery may require expedited
responses in certain cases and such responses shall be answered no later than the next working day.
The Contractor shall maintain a log of all requests for ticket or book reconstruction indicating, at
minimum, the date of request, the requestor’s name, and a reference number that will identify the
specific data requested.

A.43 TICKET TESTING

The Lottery shall arrange for security and bar code quality testing of tickets by an independent
laboratory selected by the Lottery at the time of the initial production of tickets and as deemed
necessary by the Lottery thereafter. The contractor shall provide the Lottery with a minimum of two
(2) voided books from each channel at least sixty (60) days prior to the game launch for testing
purposes. The Contractor shall be responsible for all costs of the initial testing of each game and for
any additional testing necessary as the result of deficiencies identified through the initial test.

Every game produced by the Contractor will be tested by a third-party lab contracted by the Lottery.
The Lottery will pay the third-party for the cost of testing and the Contractor will deduct that amount
from its printing invoice.

A.44 DISPOSITION OF INSTANT GAME DATA FILES

All computer data files created by the contractor containing game information must be held by the
contractor in a secure storage area for a period of three (3) years after the expiration date of the game
or until notified in writing by the Lottery that these data files may be destroyed sooner. The
Contractor must certify that the method of storing active game files and the process used to destroy
obsolete game files will prevent the accidental or malicious release of any game information during
and after the life cycle of a game.
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Component B
Statement of Work Lottery Validation Pull-Tab Tickets

B.1. INTRODUCTION

The Lottery typically introduces 30-35 Pull-Tab games annually with a total quantity of
approximately 40 million tickets. Annual game quantities are expected to range from 0.75 to 2.6
million tickets. Additionally, the quantity of select promotional or seasonal games could result in
expanded ticket quantities. The number of tickets ordered for each game will be at the discretion of
the Lottery. Quantities are estimates only and the State is neither committed to nor limited to
purchasing in the exact quantities shown.

The Contractor must be prepared to provide all services required for the secure production and delivery of
Pull-tab lottery tickets, including but not limited to:

a. Graphic design, prize structure development, launch schedule coordination, computer
programming, print production and delivery of individual pull-tab tickets, packaged in “deal”
cartons.

b. Interface with existing Lottery computerized accounting, allocation and validation sub-systems;

Provide control over inventory and security as necessary to protect the integrity of the game; and
d. Provide various marketing and sales support functions specified later in this document.

o

B.2. MARKETING

The Contractor shall provide dedicated marketing staff to interface with Lottery Marketing. The
Contractor shall provide, at a minimum, the following marketing services at no additional cost to the
State:

Game specification coordination;

Game design coordination and execution.

Game launch schedule strategy assistance/coordination

Game concept and design coordination for Lottery focus group research;

Analysis of pull-tab strategies or techniques employed in the industry;

Production and launch schedule oversight from design to delivery; and

Production oversight on press when the Lottery elects not to attend press approvals.

@me o0 o

B.3. TECHNICAL SUPPORT, CONSULTATION & ASSISTANCE

For the life of the contract and any extensions, the Contractor shall provide technical and marketing
support, at no additional cost to the State, in the form of consultation, answering questions,
assistance in the diagnosis of problems, and developing new features requested by the Lottery.
Marketing support will include a dedicated, full-time account manager to oversee launch strategy
and execution, game development and schedules, delivery, and all general aspects of overseeing the
pull-tab product.

B.4. SPECIFICATIONS

The Contractor will be required to develop game specifications under the direction of the Lottery for each
game. The game specifications shall include the final mechanical art and color keys for the front and back
of the ticket; prize structure; packaging and shipping information; production and delivery schedule for
tickets, game data files, and other required data; ticket order quantity; and any optional products, features,
or services requested by the Lottery, and detailed pricing. The Lottery must approve these specifications
before ticket manufacturing begins. The Contractor must manufacture and deliver the tickets according to
these Working Papers. The Working Papers for each game will become part of the contract. The
Contractor shall also be required to furnish electronic files of approved game art to the Lottery for
promotional use.
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B.5. TRADEMARK AND SERVICE MARK SEARCHES

Contractor will conduct trademark and service mark searches for all game names not owned by the
Contractor at the time of the production of the games used during the term of the Contract and provide to
the Lottery with a written legal opinion as to the permissible use of each game name based upon a search
of registrations and applications for registration filed with the United States Patent and Trademark office,
applicable state agencies and other appropriate sources. New trademarks and service marks developed for
the Lottery will be the property of the Lottery and will be registered in the name of the Michigan Lottery
at its discretion. For games owned by the Contractor, the Contractor will provide a letter warranting its
ownership and granting the Lottery the right to use the game name. Upon approval or denial of
trademark, the Contractor shall provide the Lottery with a copy of the signed registration or denial.

B.6. PROPRIETARY AND PATENTED PLAY STYLES

The Contractor will make available for use by the Lottery, at no additional cost, all currently held
proprietary and/or patented play styles, copyrights, service marks or trademarks owned by the Contractor.
If any proprietary and/or patented play styles, copyrights, service marks or trademarks are developed or
acquired by the Contractor during the term of this Contract, then these items also will be made available
to the Lottery at no additional cost. The Lottery will have the right to acquire proprietary and/or patented
play styles from other sources for incorporation into instant games produced by the Contractor.

B.7. RETAILER WEBSITE

Contractor will provide, design and maintain an active website for retailers under guidelines of Lottery.
Website must be state-of-the-art web based storefront. Approximately 40% of retailer pull-tab orders are
submitted via this website. The site will be solely operated and maintained by the Contractor in
cooperation with Lottery. Cost of the website shall be included in the bidder’s price quote as a separately
priced option.

1. Retailer Ordering:

a. Ordering pull-tabs (complete pull-tab store front).
i. Orders must be provided to distribution vendor in a reasonable amount of time to
be determined mutually by Lottery and Contractor.
ii. No limit on orders.
iii. Ordering must be available 24/7.
iv. Contractor must update site as game inventory is added and/or depleted.

Contractor will design and implement, in cooperation with Lottery, various retailer VIP
programs. Contractor will be responsible for daily management of all such programs including
but not limited to:

b. VIP Program

c. Contests

d. Coupon Redemption

e. Promotions

Contractor will be responsible for providing a daily order file feed to the Lottery or on-line
vendor in a format approved by the Lottery.

B.8 PRIZE STRUCTURES

Games will be produced using the guaranteed low-end prize structure (GLEPS) method of winning
ticket dispersion and randomization, such that each deal of pull-tab tickets produced for a game shall
contain the same total value of low-tier and mid-tier winning tickets, but each will have varying
numbers of winners of various denominations. Multiple configurations of low-tier and/or mid prizes
shall be incorporated at random into deals of tickets.
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Contractor must also propose method(s) of seeding high-tier statewide prizes that will be available
for validation at any Lottery Claim Center. Method must insure game and prize integrity throughout
the printing and seeding process.

The Contractor will furnish to the Lottery a preliminary prize structure for each game prior to
receiving final approval to proceed with the manufacture of tickets.

The Contractor will, at no additional expense to the Lottery, guarantee the following:

a. That winning tickets are distributed with no discernible pattern throughout the entire game
production.

b. That the total value of prizes will constitute no more than the percentage of gross revenue as
determined by the Lottery prior to production.

c. That prizes designated as “guaranteed” in the game prize structure are all present in the
delivered tickets within tolerances agreed to in the Working Papers.

As soon as is practicable, the Contractor shall furnish to the Lottery reporting for each game that
details any omitted tickets, damaged tickets, under-printing of tickets, over-printing of tickets, etc.
The report must include the actual number of saleable winning tickets of each prize and total saleable
tickets for the game. The format of the ticket production report will be negotiated between the
Contractor and the Lottery and will parallel the format presently used in instant game production
reporting. The report shall capture all details outlined in the RFP.

B.9 WORKING PAPERS

Working Papers for pull-tab games will be generated by the Contractor. Schedules will be
established (in cooperation with the Contractor and Lottery Product Manager) and Working Papers
executed in order to facilitate the orderly process for the production and delivery of tickets. The cost
of Working Paper creation and revision shall be included in the base ticket price. The Contractor
must use its best efforts to produce Working Papers free from material and programming errors.
Production of any game will not proceed until all necessary approvals are obtained and the Lottery
gives written authorization by issuance of a purchase order.

B.10 PRODUCTION AND DELIVERY SCHEDULE

Contractor will adhere to the following pull-tab game delivery schedule:

a.  Within two (2) weeks of receiving notification from the Lottery that the prize structure, play
style, and artwork for a particular game have been approved, the Contractor will deliver to
the Lottery a set of draft Working Papers for the Lottery’s review and comment.

b. Within one (1) week after receipt of comments from the Lottery, the Contractor will deliver
to the Lottery the final Working Papers for signature (execution). Final ticket art will
accompany the final Working Papers.

c.  Within 60 days after receipt of executed working papers and approved purchase order, the
contractor shall produce and deliver the quantity of tickets specified in the executed Working
Papers.
B.11 TICKET PRODUCTION

The contractor shall provide a detailed description of the methods to be employed in the manufacture of
tickets. Each of the major production steps should be identified and described including security
procedures and controls.

In addition to the ticket specifications below, tickets must also conform to the technical specifications.

The Contractor will be required to provide computer imaged, individual boxed tickets in serial number
sequential order. Computer imaged ticket production does not necessarily mean that the tickets must be
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produced digitally rather than by an offset printing process but all other requirements set forth in the
Contract must be satisfied.

Tickets must consist of top sheet glued to a bottom sheet. The black side of the bottom sheet will face
inward. Overall ticket thickness will be .024. The top sheet will be cardstock .012 and bottom sheet will
be card stock .012. Domino black back index stock or equivalent manufactured from 100% recycled
paper fibers. Tickets must be coated on both sides with a clear coating to prevent penetration of moisture
and lessen friction during the use in ticket vending machines.

B.12 TICKET GLUING

Ticket gluing must occur on all four edges of the sealed ticket and between the individual pull-tabs.
B.13 TICKET FINISHING

All tickets shall be finished with an overcoat of glossy clear varnish to provide a crisp shiny
finished appearance on one side. Varnish should be applied to the ticket face side. It may be
applied using an offset process. The cost of varnish is included in the base price.

B.14 VENDING

All tickets must be compatible with the ticket dispensing systems currently in the Michigan pull-tab
market (American Games, Technik, and Arrow) and any reasonable vending device used in the
future. Ticket stock may be modified within reason, at the Lottery’s discretion during the term of the
contract.

Proper vending in varying humidity levels is required. Contractors should take into consideration a
seasonal 100% relative humidity level in Michigan.
B.15 TICKET SIZES

The Contractor shall have the ability to produce a variety of ticket sizes within and beyond the below
approximate range. The exact size of tickets to be produced for each game will be specified in the
Working Papers.

Ticket Width Height

3 Window 17/8” 2 5/8”

5 Window 17/8” 41/4”
Window Die Cut 59” 1.476”

Above measurements (+/ - 1/16”)

B.16 DEAL SIZE

The number of tickets to be included in each deal will be specified in the Working Papers and will
remain constant within each game. With the implementation of barcode pull-tabs, the standard deal
size will be changing. The typical deal size will range from 600-2800 tickets and will vary by price
point.

B.17 PLAY SYMBOLS

Play symbols/numbers should appear on individual tickets comprising the game and any computer
work necessary to generate the numbers and symbols and must be included in the price quoted in the
Pricing Pages. Play symbols shall be as follows:
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a. Colors and symbols on the play area should correspond to the same colors and symbols on
the front of the ticket. The Contractor shall use a four or five color process and specify the
number of colors involved.

b. Uniformly positioned and aligned on the tickets so that no part of a symbol or number
remains covered when the tab is removed.

c. Symbols or numbers must not be able to be viewed or winning numbers determined from the
outside of the ticket using high Intensity lamp of 500 watts or more. Protection shall be
provided by using opaque paper.

d. Sufficiently legible so as to be readily discernible to a person with normal vision under
normal lighting conditions.

e. Printed with fonts approved by the Michigan Lottery. Special fonts and play symbols for
specific games shall be included in the ticket price. Custom fonts are covered in the Pricing
section of this document.

f.  No ticket shall contain more play symbols than authorized by the working papers and will be
accompanied by appropriate captions to provide redundancy for security reasons and to
prevent consumer disputes. Captions must spell out or abbreviate the Play Symbols in type
smaller than the Play Symbols themselves in a different but recognizable form. The caption
on each symbol throughout the game will appear in black except on winning combinations.
On winning combinations only, symbol captions will appear in red. The captions that will be
used in each game shall be specified in the working papers and agreed to by the Michigan
Lottery.

g. No ticket shall contain more play symbols or validation codes than authorized by the
working papers. If more symbols appear other than authorized and cause a ticket to be an
apparent winner, the Contractor shall be responsible for payment of the prize indicated on
the ticket.

h. Individual tickets must be printed such that there is never more than one winning
combination of numbers or symbols within a single game play area unless specifically
designated to win more than one prize. Individual tickets including non-winning tickets
should contain unique patterns of numbers or symbols to maintain the image of randomness
in each game. There must be as little duplication within a deal of non-winning ticket
patterns of numbers or symbols as possible. Consecutive non-winning patterns should not
appear.

i. Number/Symbol patterns, plate layouts and plans for guillotine cutting are required to be
developed by the Contractor so that when organized into deals, winning tickets will be
totally random but tickets will be in sequential order for inventory management purposes.
Randomization of winning tickets must be organized to ensure that it will not be possible to
“pick out” winning tickets from a deal on the basis of variations in printing color. It must not
be possible to detect or pick out winning from non-winning tickets through variations in
printing graphics or colors. The Contractor should be prepared to offer
printing/cutting/packaging solutions to meet this criteria.

B.18 OTHER GAME CAPABILITIES

The Contractor shall describe its capabilities to design and produce games which are different from
standard pull-tab games. Examples might include games developed for specific target markets,
games with unusual tickets, shapes or play formats, games with out-of-the-ordinary prizes or any
other characteristics which set them apart. The information provided should include: the target
market(s) for which these games are developed and reasons why they have been (would be)
successful; suggested retail price; Contractors unique manufacturing capabilities and security
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features. For any games which actually have been marketed, expected and achieved sales results
should also be included.

B.19 DISPLAY CARDS / DEAL INSERTS

One inserted in each deal; Retailer Card and Flare Card. 4-color process. Back: Black, with game name,
game number, price point, and in the case of retailer card, a complete description of the prize structure
including retailer commission.

B.20 SHRINK WRAP/CELLOPHANE

Contractor must provide solutions and associated costs for packaging pull-tab tickets that best allows for
inventory management by the retailer and reflects efficiency for the Lottery. Solutions may vary based on
printing process, distribution methods, deal size, etc. The shrink wrap will be sufficiently tight around the
deal of tickets to permit the bar code to be easily scanned through the shrink wrap and to prevent the
shrink wrap from catching or pinching in conveyors, rollers, pointed edges as might be encountered in the
packaging, warehousing, and distribution processes.

B.21 OMITTED DEALS

Omitted deals are those which are not printed or are rejected by the Contractor or by Lottery and
have been removed from the Contractor’s shipment due to poor quality. Omitted deals may not be
“made-up” without the express written approval of the contract administrator.

All tickets which are rejected and removed from production due to poor quality will be immediately
removed from the production line area, placed in sealed cartons and stored in a locked area within
the Contractor’s premises.

The Contractor will destroy all rejected tickets and ticket stock by shredding, pulverizing, burning, or
dissolving (see Article 1.0708) such rejected tickets.

Such tickets will be destroyed at the end of each day’s ticket production provided the finished
saleable deals of tickets, carton labels and all related production documents affected by the rejected
deals have been reconciled to accurately account for each omitted or rejected deal of tickets. In the
event such reconciliation cannot be completed during the production day the rejected tickets are
removed from production, such rejected tickets must remain in a secure locked area, accessible only
to the Contractor’s plant supervisor, and destroyed immediately upon the completion of the
necessary reconciliation.

The Contractor will prepare a list of omitted deals for each ticket shipment to Lottery. This list shall
be delivered with the shipment from which the omitted deals occurred. A list of destroyed tickets
shall also accompany the ticket shipment. This list will describe the method of destruction and will
contain the signatures of the persons performing the destruction, the dates of destruction and the
signature of the plant supervisor attesting to the destruction.

B.22 CONTRACTOR’S QUALITY CONTROL

In order to maintain public confidence in the integrity and security of the pull-tab game, and to
provide maximum marketability of the pull-tab tickets, Lottery requires that tickets be printed with
the highest quality standards. A deal of tickets with any of the following characteristics shall not be
considered acceptable by the Lottery, and the deals shall be rejected as part of the Contractor’s
quality control and listed as an omitted deal.

a. Tickets out of sequential order within a deal.
b. An incorrect number of tickets within a deal.

c. Tickets that are not trimmed straight.

24




=
CONTRACT NO. 071B9200112 INSTANT AND VALIDATION PULL-TAB LOTTERY TICKETS ‘

d. Display print designs that are not clearly and crisply printed.

e. Warped or bowed tickets.

f.  Overprint designs that are off register or that are not clear and crisply printed.
g. Play symbols that peek out or can be seen from outside of ticket.

h. Play symbols that are unclear, clipped or incomplete.

Play symbols that smear with slight moisture or normal handling.

j. Perforations between windows that cause difficulty with playability of tickets.
k. Captions that are not clear or do not correctly describe the Lottery play symbol.
I.  Bar code contrast and clarity not in accordance with specified standards.

m. Any other degradation of quality not specified above but which constitutes unacceptable quality.

B.23 LOTTERY’S QUALITY CONTROL

The Lottery may elect, at its discretion, to send representatives to attend press approvals at the
Contractor’s printing plant for purposes of review and inspection of game production. When the
Lottery elects not to attend press approvals, the Contractor may proceed with production based on
previous Lottery approval of ink draw downs and other representative color facsimiles of final
tickets.

B.24 MANUFACTURING CHANGES

Once the Contractor’s product has been approved in writing by the Lottery, the Contractor is
prohibited from changing the materials, inks, thicknesses, processes, packaging, and/or equipment
used in manufacturing the tickets unless prior written approval is received from the Lottery. Tickets
delivered under the contract that vary from approved specifications shall constitute grounds to reject
all tickets delivered to the Lottery and may result in the assessment of liquidated damages.

The Contractor shall notify the Lottery in writing of any proposed change in location of the
manufacturing process or any portion thereof. No such change shall be made without prior written
approval from the Purchasing Operations.

B.25 PLANT STORAGE

The Contractor must provide secure, exclusive storage space, in the printing plant or other facility for
the storage of finished tickets, for up to 90 days, prior to delivery to the Lottery. Space must also be
provided for the storage of paper stock and other supplies needed to produce the games. The
Contractor is responsible for monitoring the availability of all materials to insure that sufficient
supplies are on hand to meet the delivery schedule in the Working Papers.

B.26 CERTIFICATION

For each game the Contractor shall engage the services of an independent laboratory selected by the
Lottery to certify to the randomization of winning tickets as specified in Section [B.35],
Randomization, and to the odds of winning in each prize category as specified in the executed game
specifications for each game. The laboratory’s report of observations and findings shall be delivered
to the Lottery within fifteen (15) days after completion of ticket production.

The laboratory shall also audit a sufficient sampling of game production files along with a
representative sample of deals of actual finished tickets selected at random to insure compliance with
the contract and Working Papers. The auditor’s report of observations and findings shall be delivered
to the Lottery within fifteen (15) days after final shipment but not later than seven (7) days prior to
start of sales.
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Testing procedures are geared to ascertain compliance with NAGRA Pull-tab Standards as amended in
2005 along with any additional testing areas specified by the Lottery.

a. PACKAGING: Tamper resistant seal and information required on the outside of packaging
(including serial number, barcode, ticket count, ticket price)

b. FLARES: Contains information required by Michigan State Lottery (game name, form number,
ticket price, winning symbols & amounts, serial number)

c. INFORMATION ON PULLTABS: Contains information required by Michigan Lottery (Ml
Lottery, form number, ticket price, winning symbols & prize amounts, minimum 6 digit serial
number)

d. OPACITY/PEEKING: Use high intensity lamp with focusing lens to discern if any concealed
symbols/features can be determined.

e. PULLTAB CONSTRUCTION: (cut variations, color variations, tie/tic quality, that each ticket
within a deal bears the same serial no., winner protection requirements, symbol visibility and
centering, gluing quality, tab perforation requirements.

f. RANDOMIZATION: Pull-tabs are opened to find the winner locations and ascertain if they meet
NAGRA Randomization standards. Graphs are completed for each pull-tab deal and row and
sent to Michigan State Lottery.

g. PULLTAB STANDARDS REPORT: A Report is completed and sent on each Form No. tested.
Also, a sample of everything enclosed in the Deal box is sent to Michigan State Lottery.

B.27 TICKET ORDER QUANTITY AND OVERSHIPMENT

The Contractor will deliver the order quantity with an allowance of plus or minus 5 percent of the
order quantity, of pull-tab tickets ordered for each game.

If tickets in excess of the above delivery tolerance are produced, the Lottery may, at its sole option,
elect to accept delivery of such tickets and attempt to sell them. The Lottery will not be obligated to
pay for any such excess tickets if not sold.

B.28 TICKET DELIVERY

The Contractor shall have tickets available to the Lottery by the date defined in the executed
Working Papers. Tickets are to be delivered to GTECH Corporation, 5850 Enterprise Drive,

Lansing, Michigan 48911. Ticket delivery will be on a per call basis. Tickets are not to be shipped by
the Contractor unless prior authorization to ship is given by the Lottery or its representative.

Delivery shall be by prepaid “exclusive use” motor freight vehicles unless otherwise specified by the
Lottery.

The Lottery requires exclusive use of the delivering vehicle. Pallets of finished tickets will be loaded
with the lowest numbered pallet at the “nose” or forward end of the cargo portion of the vehicle with
the highest numbered pallet at the rear. A minimum of five feet clearance must be left between the
last pallet loaded and the cargo doors at the rear of the delivering vehicle to facilitate unloading.

The Contractor must place security seals and padlocks on all cargo doors of the delivery vehicle.
Each seal must bear a unique number which will be recorded on the Bill of Lading and Shipping
Report for that shipment.
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Key(s) to the padlock(s) on cargo doors will be placed in a sealed envelope by the Contractor and
delivered unopened to the receiver at the distribution center.

The following items must be included with each delivery of pull-tab tickets:

a. Shipping Report: Lists gross number of tickets, number of omitted tickets, net number of
tickets in the shipment and number of pallets and cartons.

b. Carton Contents List: Lists, by carton number, the game and deal numbers included in each
carton.

c. Omitted Deal List: Lists, in numerical order, the game and deal numbers of all omitted deals.
The carton contents list may incorporate the omitted deals list.

d. Electronic File of Omitted Deals: Contains the game and deal numbers in numerical
sequence for all deals which were omitted from the shipment.

e. Manufacturer’s Control Log: Lists, in numerical order, all possible deal numbers used during
manufacturing, with omitted deal numbers denoted.

B.29 TICKET PACKING

An agreed upon number of game tickets shall be packaged in each deal of game tickets as specified
in the working papers and will not include “void” tickets.

All deals of tickets shall be shrink-wrapped in clear plastic and will include a vending decal or
sample ticket, retailer card and flare card. Each shrink wrapped package will be placed in a deal
carton or package. Deal carton/package dimensions to be determined.

Contractor should provide alternative carton/packing solutions and associated costs to create
efficiencies in distribution while still maintaining game security.

Each carton/package label will contain a unique (to that game) carton number clearly printed and
visible. A colored sticker will be applied to each carton next to the carton label. A different color will
be used for each game and will be identified in the executed specifications.

Packing size of deals of non-standard ticket or deal size will be as mutually agreed upon for the
specific game.

Carton/package size will be as required to hold the number of deals required to be packed in the
carton with minimal horizontal or vertical play.

B.30 CARTON CONSTRUCTION

If cardboard cartons are determined to be the shipping package of choice, all cartons must be 275 Ib.
test. The top and bottom of the carton must be sealed with a fabric or fiber reinforced tape. No
staples or glue will be used. The tape must not obscure labels or other markings on the carton. There
will be no printing on the carton or sealing tape other than as specified in the contract.

B.31 CARTON/PACKAGE LABEL

A computer-generated label must be affixed to each carton. The label must display, in clearly
readable type, the game name, carton number, the ‘from-through’ deal numbers contained therein,
and the total number of deals in the carton. The statement ‘This carton contains registered materials
which will be voided if stolen’ or similar approved language must appear on the bottom of each
label.

27




=
CONTRACT NO. 071B9200112 INSTANT AND VALIDATION PULL-TAB LOTTERY TICKETS ‘

B.32 PALLETS

The size of tickets and therefore deals and cartons will determine pallet size. Pallet size will be
indicated in the executed specifications for each pull-tab game. Standard four-way pallet
construction is required with three (3) main runners of at least 1.25 inches thickness. The top cross
board and three bottom support cross boards must be at least 5/8 inch in thickness. Pallets will be
furnished by the Contractor and will be returned to the Contractor at the Contractor’s expense if so
desired. Preformed, extruded, or alternately constructed pallets may be proposed by the Contractor,
however, their acceptability will be solely determined by the Lottery.

The cartons of tickets will be stacked on pallets in descending carton number order with carton
number labels facing out. The highest numbered carton is to be placed at the corner of the pallet with
following numbered cartons placed to the left of each preceding carton until a complete layer of
cartons has been placed on the pallet. This same pattern is to be repeated for each layer of cartons. A
sheet of heavy paper or chipboard must be placed on top of each layer of cartons except the top
layer. This sheet will not extend beyond the outer edges of the cartons in each layer. The four corners
of the stack of cartons shall be protected by cardboard or equivalent corner covers, and the stack
securely bound with plastic strapping to prevent shifting or tipping. Each pallet load of cartons will
then be securely covered and attached to the pallet with clear plastic spin-wrapping.

B.33 PALLET LABELS

A pallet label must be affixed to each pallet load of cartons. The label must show the game name, the
from-through carton numbers loaded on the pallet, and the pallet number for the game. Pallets will
be consecutively numbered for each game, beginning with the number one.

B.34 SAMPLE TICKETS

The Contractor shall deliver to the Lottery, with the first delivery of tickets for a game but no later
than three weeks prior to the beginning of sales, 1,000-1,500 (dependent on deal size) samples of the
tickets for each respective game for distribution by Lottery to sales agents. Each of the standard size
samples shall have “VOID” printed on the ticket. The location of the word VOID shall be defined in
the Working Papers. The cost of sample tickets shall be included in the price per thousand saleable
tickets. The Contractor will not invoice, and the State will not pay, for sample tickets.

B.35 RANDOMIZATION

The Contractor must randomly distribute winning tickets throughout the game and throughout each
control unit without any determinable pattern. Each control unit (pool) must be produced using a
randomization program unique from all other control units produced for a single game. The number
of tickets per control unit will be specified in the Working Papers for each game. Each game must be
produced using randomization programs unique from another game. Number randomization
programs used for printing tickets should be organized such that winning tickets are interspersed
among losing tickets.

The Contractor will not be permitted to produce winning and losing tickets or achieve randomization
of winning and losing tickets through separate production or manual or mechanical assembly of
tickets into deals. The Lottery will entertain alternate methods of production so long as all
requirements are satisfied.

B.36 GAME, DEAL, TICKET, VALIDATION, CHECK DIGIT AND BAR CODE NUMBERS

Each deal of pull-tab tickets will contain a game and deal number which is to appear on each ticket.
The three digit game number will be provided by the Lottery. The six digit deal number will be
consecutive and begin with 000001. Each ticket will also contain a three digit ticket sequence
number. The first ticket sequence number in a deal will be 001 and the last ticket sequence number
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will be determined by the deal size ordered. Alternate methods of ticket numbering would be
entertained by Lottery as long as other requirements of the RFP are satisfied.

Each ticket must contain a unique validation number applied by a non-impact imager. The eight digit
validation number will be located behind the windows with the exact location specified in the
Working Papers for each game.

Each ticket must contain a bar code containing 18 numeric characters consisting of the format code,
game number, deal number, ticket number, the first three digits of the validation number, and the
two-digit MOD 100 check formula.

The numbers described above will be displayed on the tickets in the following manner:
a. Bar coded information - FGGGBBBBBBTTTVVVMM - printed on the back of the ticket,

where:
F= One (1) digit format code, always zero.
GGG = Three (3) digit game number.
BBBBBB = Six (6) digit deal number beginning with 000001.
TTT = Three (3) digit ticket number.
VVV = First three (3) digits of validation number.
MM = Two (2) digit mod 100 check formula.

b. Numerically displayed below the bar code on the front of the ticket, and as indicated in the
Working Papers on the front of the ticket:

F-GGG-BBBBBB-TTT
c. Printed under the windows as VVV-VVVVYV (Last 5 digits underlined)

B.37 BAR CODING

The front of each ticket will have an eighteen (18) digit bar code imaged on it in a PDF417 format. The
Code 39 would be considered so long as it doesn’t adversely affect the ticket design. The barcode will
have a minimum quiet zone of .25” plus or minus (+/-) .125”. Contractor bar codes must be compatible
with the Lottery’s current and future gaming systems operations.

B.38 DATA PROCESSING REQUIREMENTS

The minimum data processing requirements which the vendor must furnish to the Lottery for each
individual pull-tab game at no additional cost include, but are not limited to, the items listed below.

a. Serialized inventory file

An electronic file containing data required for the pull-tab game tracking and distribution
activities of the Lottery and its designated vendors. Each data record will contain
information pertaining to a single “deal” of pull-tab tickets including, but not limited to, the
deal number, the carton number, and the disposition of the deal at the end of the printing
process. The Lottery requires this file three weeks prior to the beginning of public sales for
an instant game.

b. High-tier winner validation file

An electronic file containing validation data for all winning tickets in a game with prize
amounts greater than $25.00 or other threshold determined by the Lottery. Each individual
data record contains, but is not limited to, the winning validation number and prize level for
a single high-tier ticket. The data records will be sorted in validation number order. The
Lottery requires this file three weeks prior to the beginning of public sales for an instant
game. Both winning and losing tickets shall display unique validation numbers.
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c. Low-tier winner validation file

An electronic file containing validation data for all winning tickets within a game naming
prize amounts of $25.00 or below, or other threshold determined by the Lottery. Each
individual record contains, but is not limited to, the low-tier winning validation numbers and
prizes for a single deal of tickets. The data records are sorted in deal number order. The
Lottery requires this file three weeks prior to the beginning of public sales for an instant
game. Both winning and losing tickets shall display unique validation numbers.

d. End-of-production prize structure

A document containing the breakdown of winning tickets, by prize amount, which is used by
the Lottery to verify the validation data on both winning validation files. The prize structure
will list the number of winners for every possible combination of an individual prize (i.e.
when a $4 prize could be won as $1 X 4, $2 X 2, or $4 X 1, each of the three combinations
would have a line in the breakdown) by pool and game, along with dollar totals and
percentages of the total prize payout. Should the Lottery choose to receive additional
shipments of a game, the vendor will supply two versions of the EOP Prize Structure: the
first document will show the breakdown of the new shipment while the second prize
structure will detail the entire game. This document should accompany, if possible, or
closely follow the winner validation files.

e. End-of-distribution void validation file

An electronic file containing all winning validation numbers (both high and low-tier) from
pull-tab ticket deals which the Lottery has deemed to be void and no longer available for
sale. The Lottery or its designee will supply an electronic file of voided dea; numbers from a
single game to the vendor. Each record on the resulting file will contain only the game
number and the validation number for a single void ticket — no connection should be made to
the deal number. The file will be sorted in validation number order.

f. Test files

Should the need arise — for application changes, file format changes, QA, etc. — the Lottery
may request any or all of the above items for the purposes of testing. Lottery may request a
specific production game to be used or request the vendor to provide a “test game” using
parameters set forth by the Lottery. Test materials will be delivered by the vendor within 14
calendar days of receipt of the request.

All load files should be delivered on CD in ASCII format.

B.39 VALIDATION INFORMATION AND RECORDS

The Contractor shall provide Lottery with electronic data files containing winning ticket validation
data as specified in Section [B.38.]

The Contractor will maintain complete records of the contents of every deal of tickets, page-by-page,
ticket-by-ticket, and spot-by-spot for 15 months from the announced end of sale to retailers or will
have computer programs capable of reconstructing such records.

The Contractor shall only reconstruct tickets manufactured for the State which have been requested
by the Commissioner or the Director of Security.

The Contractor’s capability to reconstruct tickets shall be kept secure. The State will review the
Contractor’s reconstruction security to determine acceptability to the State.

The Contractor shall deliver to the Lottery a written response to all requests for ticket reconstruction
no later than three working days from receipt of such request. The Lottery may require expedited
responses in certain cases and such responses shall be answered no later than the next working day.
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The Contractor shall maintain a log of all requests for ticket or deal reconstruction indicating, at
minimum, the date of request, the requestor’s name, and a reference number that will identify the
specific data requested.

B.40 TICKET TESTING

The Lottery shall arrange for security and bar code quality testing of tickets by an independent
laboratory selected by the Lottery at the time of the initial production of tickets and as deemed
necessary by the Lottery thereafter. The contractor shall provide the Lottery with a minimum of two
(2) voided deals at least sixty (60) days prior to the game launch for testing purposes. The
Contractor shall be responsible for all costs of the initial testing of each game and for any additional
testing necessary as the result of deficiencies identified through the initial test.

B.41 DISPOSITION OF PULL-TAB DATA FILES

All computer data files created by the contractor containing game information must be held by the
contractor in a secure storage area for a period of three (3) years after the expiration date of the game
or until notified in writing by the Lottery that these data files may be destroyed sooner. The
Contractor must certify that the method of storing active game files and the process used to destroy
obsolete game files will prevent the accidental or malicious release of any game information during
and after the life cycle of a game.
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Article 2, Terms and Conditions

2.000 Contract Structure and Term

Contract Elements
The terms and conditions of this Contract are as set forth in the RFP and in the Contractor’s response
thereto (the “Proposal”), which are hereby incorporated herein by reference and made part hereof. Any
provisions herein modifying section of the RFP or Proposal are strictly limited to the specific reference
and do not waive requirements or provisions of those documents unless specifically identified and
referenced in the Contract. In the vent of any inconsistency between the RFP, the Proposal and this
Contract, the documents will be interpreted in the following order of priority:

e This Contract

e TheRFP

e The Proposal

2.001 Contract Term
This Contract is for a period of five (5) years beginning January 1, 2009, through December 31, 2013.
All outstanding Purchase Orders must also expire upon the termination (cancellation for any of the
reasons listed in Section 2.150) of the Contract, unless otherwise extended under the Contract. Absent an
early termination for any reason, Purchase Orders issued but not expired, by the end of the Contract’s
stated term, will remain in effect for the balance of the fiscal year for which they were issued.

2.002 _Renewal(s)
This Contract may be renewed in writing by mutual agreement of the parties not less than 30 days before
its expiration. The Contract may be renewed for up to three (3) additional one (1) year periods.

2.003 _Legal Effect
Contractor shall show acceptance of this Contract by signing two copies of the Contract and returning
them to the Contract Administrator. The Contractor shall not proceed with the performance of the work
to be done under the Contract, including the purchase of necessary materials, until both parties have
signed the Contract to show acceptance of its terms, and the Contractor receives a contract
release/purchase order that authorizes and defines specific performance requirements.

Except as otherwise agreed in writing by the parties, the State assumes no liability for costs incurred by
Contractor or payment under this Contract, until Contractor is notified in writing that this Contract (or
Change Order) has been approved by the State Administrative Board (if required), approved and signed
by all the parties, and a Purchase Order against the Contract has been issued.

2.004 _Attachments & Exhibits
All Attachments and Exhibits affixed to any and all Statement(s) of Work, or appended to or referencing
this Contract, are incorporated in their entirety and form part of this Contract.

2.005 Ordering
The State will issue a written Purchase Order, Blanket Purchase Order, Direct Voucher or Procurement
Card Order, which must be approved by the Contract Administrator or the Contract Administrator's
designee, to order any Services/Deliverables under this Contract. All orders are subject to the terms and
conditions of this Contract. No additional terms and conditions contained on either a Purchase Order or
Blanket Purchase Order apply unless they are also specifically contained in that Purchase Order's or
Blanket Purchase Order's accompanying Statement of Work.

2.006 _ Order of Precedence
@ The Contract, including any Statements of Work and Exhibits, to the extent not contrary to the
Contract, each of which is incorporated for all purposes, constitutes the entire agreement between the
parties with respect to the subject matter and supersedes all prior agreements, whether written or oral,
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with respect to the subject matter and as additional terms and conditions on the purchase order must apply
as limited by Section 2.005.

(b) In the event of any inconsistency between the terms of the Contract and a Statement of Work, the
terms of the Statement of Work will take precedence (as to that Statement of Work only); provided,
however, that a Statement of Work may not modify or amend the terms of the Contract, which may be
modified or amended only by a formal Contract amendment.

2.007__Headings
Captions and headings used in the Contract are for information and organization purposes. Captions and
headings, including inaccurate references, do not, in any way, define or limit the requirements or terms
and conditions of the Contract.

2.008 Form, Function & Utility — Deleted, Not Applicable

2.009 Reformation and Severability
Each provision of the Contract is severable from all other provisions of the Contract and, if one or more
of the provisions of the Contract is declared invalid, the remaining provisions of the Contract remain in
full force and effect.

2.010 Consents and Approvals
Except as expressly provided otherwise in the Contract, if either party requires the consent or approval of
the other party for the taking of any action under the Contract, the consent or approval must be in writing
and must not be unreasonably withheld or delayed.

2.011 No Waiver of Default
If a party fails to insist upon strict adherence to any term of the Contract then the party has not waived the
right to later insist upon strict adherence to that term, or any other term, of the Contract.

2.012  Survival
Any provisions of the Contract that impose continuing obligations on the parties, including without
limitation the parties’ respective warranty, indemnity and confidentiality obligations, survive the
expiration or termination of the Contract for any reason. Specific references to survival in the Contract
are solely for identification purposes and not meant to limit or prevent the survival of any other section.

2.020 Contract Administration

2.021 lIssuing Office
This Contract is issued by the Department of Management and Budget, Purchasing Operations and the
Michigan Lottery (collectively, including all other relevant State of Michigan departments and agencies,
the “State”). Purchasing Operations is the sole point of contact in the State with regard to all procurement
and contractual matters relating to the Contract. Purchasing Operations_is the only State office
authorized to change, modify, amend, alter or clarify the prices, specifications, terms and
conditions of this Contract. The Contractor Administrator within Purchasing Operations for this
Contract is:

Joan Bosheff
Purchasing Operations
Department of Management and Budget
Mason Bldg, 2nd Floor
PO Box 30026
Lansing, MI 48909
Telephone: (517) 373-7374
Email: bosheffj@michigan.gov
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2.022 Contract Compliance Inspector (CCI)
After DMB-PurchOps receives the properly executed Contract, it is anticipated that the Director of
Purchasing Operations, in consultation with the Michigan Lottery, will direct the person named below, or
any other person so designated, to monitor and coordinate the activities for the Contract on a day-to-day
basis during its term. However, monitoring of this Contract implies no authority to change, modify,
clarify, amend, or otherwise alter the prices, terms, conditions and specifications of the Contract as
that authority is retained by DMB Purchasing Operations. The Contract Compliance Inspector for
this Contract is:

Deputy Commissioner for Administration
Michigan Lottery
101 E. Hillsdale St.
Lansing, Mi. 48913

2.023 Project Managers
The following individuals will oversee the different components of the contract:

Component A — Instant Ticket Printing
Instant Games Product Manager
Michigan Lottery
101 E. Hillsdale St.

Lansing, Mi. 48913

Component B — Lottery Pull-Tab Ticket Printing
Club Games Manager
Michigan Lottery
101 E. Hillsdale St.
Lansing, Mi. 48913

2.024 Change Requests
The State reserves the right to request from time to time any changes to the requirements and
specifications of the Contract and the work to be performed by the Contractor under the Contract. During
the course of ordinary business, it may become necessary for the State to discontinue certain business
practices or create Additional Services/Deliverables. At a minimum, to the extent applicable, the State
would like the Contractor to provide a detailed outline of all work to be done, including tasks necessary to
accomplish the services/deliverables, timeframes, listing of key personnel assigned, estimated hours for
each individual per task, and a complete and detailed cost justification.

If the Contractor does not so notify the State, the Contractor has no right to claim thereafter that it is
entitled to additional compensation for performing that service or providing that deliverable.

Change Requests:
(a) By giving Contractor written notice within a reasonable time, the State must be entitled to
accept a Contractor proposal for Change, to reject it, or to reach another agreement with
Contractor. Should the parties agree on carrying out a Change, a written Contract Change Notice
must be prepared and issued under this Contract, describing the Change and its effects on the
Services and any affected components of this Contract (a “Contract Change Notice”).
(b) No proposed Change must be performed until the proposed Change has been specified in a
duly executed Contract Change Notice issued by the Department of Management and Budget,
Purchasing Operations.
(c) If the State requests or directs the Contractor to perform any activities that Contractor
believes constitute a Change, the Contractor must notify the State that it believes the requested
activities are a Change before beginning to work on the requested activities. If the Contractor
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fails to notify the State before beginning to work on the requested activities, then the Contractor
waives any right to assert any claim for additional compensation or time for performing the
requested activities. If the Contractor commences performing work outside the scope of this
Contract and then ceases performing that work, the Contractor must, at the request of the State,
retract any out-of-scope work that would adversely affect the Contract.

2.025 Notices
Any notice given to a party under the Contract must be deemed effective, if addressed to the party as
addressed below, upon: (i) delivery, if hand delivered; (ii) receipt of a confirmed transmission by
facsimile if a copy of the notice is sent by another means specified in this Section; (iii) the third Business
Day after being sent by U.S. mail, postage pre-paid, return receipt requested; or (iv) the next Business
Day after being sent by a nationally recognized overnight express courier with a reliable tracking system.

State:

State of Michigan
Purchasing Operations
Attention: Joan Bosheff
P.O. Box 30026

530 West Allegan Street
Lansing, Michigan 48909

Contractor:

Pollard Banknote
Attention: Gordon Pollard
1499 Buffalo Place
Winnipeg, MB R3T 1L7

Either party may change its address where notices are to be sent by giving notice according to this
Section.

2.026 Binding Commitments
Representatives of Contractor must have the authority to make binding commitments on Contractor’s
behalf within the bounds set forth in the table. Contractor may change the representatives from time to
time upon written notice. Refer to Personnel Identified in Section 2.025 above.

2.027 Relationship of the Parties
The relationship between the State and Contractor is that of client and independent contractor. No agent,
employee, or servant of Contractor or any of its Subcontractors must be or must be deemed to be an
employee, agent or servant of the State for any reason. Contractor will be solely and entirely responsible
for its acts and the acts of its agents, employees, servants and Subcontractors during the performance of
the Contract.

2.028 Covenant of Good Faith
Each party must act reasonably and in good faith. Unless stated otherwise in the Contract, the parties will
not unreasonably delay, condition or withhold the giving of any consent, decision or approval that is
either requested or reasonably required of them in order for the other party to perform its responsibilities
under the Contract.

2.029 Assignments
(a) Neither party may assign the Contract, or assign or delegate any of its duties or obligations under the
Contract, to any other party (whether by operation of law or otherwise), without the prior written consent
of the other party; provided, however, that the State may assign the Contract to any other State agency,
department, division or department without the prior consent of Contractor and Contractor may assign the
Contract to an affiliate so long as the affiliate is adequately capitalized and can provide adequate
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assurances that the affiliate can perform the Contract. The State may withhold consent from proposed
assignments, subcontracts, or novations when the transfer of responsibility would operate to decrease the
State’s likelihood of receiving performance on the Contract or the State’s ability to recover damages.

(b) Contractor may not, without the prior written approval of the State, assign its right to receive
payments due under the Contract. If the State permits an assignment, the Contractor is not relieved of its
responsibility to perform any of its contractual duties, and the requirement under the Contract that all
payments must be made to one entity continues.

(c) If the Contractor intends to assign the contract or any of the Contractor's rights or duties under the
Contract, the Contractor must notify the State in writing at least 90 days before the assignment. The
Contractor also must provide the State with adequate information about the assignee within a reasonable
amount of time before the assignment for the State to determine whether to approve the assignment. Prior
written consent must be obtained from the State before the assignment.

2.030 General Provisions

2.031 Media Releases
News releases (including promotional literature and commercial advertisements) pertaining to the RFP
and Contract or project to which it relates shall not be made without prior written State approval, and then
only in accordance with the explicit written instructions from the State. No results of the activities
associated with the RFP and Contract are to be released without prior written approval of the State and
then only to persons designated.

2.032 _Contract Distribution
Purchasing Operations retains the sole right of Contract distribution unless other arrangements are
authorized by Purchasing Operations.

2.033 _Permits
Contractor must obtain and pay any associated costs for all required governmental permits, licenses and
approvals for the delivery, installation and performance of the Services. The State must pay for all costs
and expenses incurred in obtaining and maintaining any necessary easements or right of way.

2.034 Website Incorporation
The State is not bound by any content on the Contractor’s website, even if the Contractor’s
documentation specifically referenced that content and attempts to incorporate it into any other
communication, unless the State has actual knowledge of the content and has expressly agreed to be
bound by it in a writing that has been manually signed by an authorized representative of the State.

2.035 Future Bidding Preclusion
Contractor acknowledges that, to the extent this Contract involves the creation, research, investigation or
generation of a future RFP, it may be precluded from bidding on the subsequent RFP. The State reserves
the right to disqualify any bidder if the State determines that the bidder has used its position (whether as
an incumbent Contractor, or as a Contractor hired to assist with the RFP development, or as a Vendor
offering free assistance) to gain a competitive advantage on the RFP.

2.036 _Freedom of Information
All information in any proposal submitted to the State by Contractor and this Contract is subject to the
provisions of the Michigan Freedom of Information Act, 1976 Public Act No. 442, as amended, MCL
15.231, et seq (the “FOIA”).
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2.037 _Disaster Recovery
Contractor and the State recognize that the State provides essential services in times of natural or man-
made disasters. Therefore, except as so mandated by Federal disaster response requirements, Contractor
personnel dedicated to providing Services/Deliverables under this Contract will provide the State with
priority service for repair and work around in the event of a natural or man-made disaster. See Statement
of Work for disaster recovery requirements.

2.040 Financial Provisions

2.041 Fixed Prices for Services/Deliverables
Each Statement of Work or Purchase Order issued under this Contract shall specify (or indicate by
reference to the appropriate Contract Exhibit) the firm, fixed prices for all Services/Deliverables, and the
associated payment milestones and payment amounts. The State may make progress payments to the
Contractor when requested as work progresses, but not more frequently than monthly, in amounts
approved by the Contract Administrator, after negotiation. Contractor must show verification of
measurable progress at the time of requesting progress payments.

2.042 Adjustments for Reductions in Scope of Services/Deliverables
If the scope of the Services/Deliverables under any Statement of Work issued under this Contract is
subsequently reduced by the State, the parties shall negotiate an equitable reduction in Contractor’s
charges under such Statement of Work commensurate with the reduction in scope.

2.043 Services/Deliverables Covered
For all Services/Deliverables to be provided by Contractor (and its Subcontractors, if any) under this
Contract, the State shall not be obligated to pay any amounts in addition to the charges specified in this
Contract.

2.044 Invoicing and Payment — In General

@) Each Statement of Work issued under this Contract shall list (or indicate by reference to the
appropriate Contract Exhibit) the prices for all Services/Deliverables, equipment and commaodities to be
provided, and the associated payment milestones and payment amounts.

(b) Each Contractor invoice will show details as to charges by Service/Deliverable component and
location at a level of detail reasonably necessary to satisfy the State’s accounting and charge-back
requirements. Invoices for Services performed on a time and materials basis will show, for each
individual, the number of hours of Services performed during the billing period, the billable skill/labor
category for such person and the applicable hourly billing rate. Prompt payment by the State is
contingent on the Contractor’s invoices showing the amount owed by the State.

(© Correct invoices will be due and payable by the State, in accordance with the State’s standard
payment procedure as specified in 1984 Public Act No. 279, MCL 17.51 et seq., within 45 days after
receipt, provided the State determines that the invoice was properly rendered.

(d) All invoices should reflect actual work done. Lottery will only be liable for payment for tickets
after delivery is made to the appropriate warehouse. Specific details of invoices and payments will be
agreed upon between the Contract Administrator and the Contractor after the proposed Contract
Agreement has been signed and accepted by both the Contractor and the Director of Purchasing
Operations, Department of Management & Budget. This activity will occur only upon the specific written
direction from Purchasing Operations.

37




=
CONTRACT NO. 071B9200112 INSTANT AND VALIDATION PULL-TAB LOTTERY TICKETS ‘

2.045 Pro-ration — Reserved, Not Applicable

2.046 _Antitrust Assignment
The Contractor assigns to the State any claim for overcharges resulting from antitrust violations to the
extent that those violations concern materials or services supplied by third parties to the Contractor,
toward fulfillment of this Contract.

2.047 Final Payment
The making of final payment by the State to Contractor does not constitute a waiver by either party of any
rights or other claims as to the other party’s continuing obligations under the Contract, nor will it
constitute a waiver of any claims by one party against the other arising from unsettled claims or failure by
a party to comply with this Contract, including claims for Services and Deliverables not reasonably
known until after acceptance to be defective or substandard. Contractor’s acceptance of final payment by
the State under this Contract shall constitute a waiver of all claims by Contractor against the State for
payment under this Contract, other than those claims previously filed in writing on a timely basis and still
unsettled.

2.048 Electronic Payment Requirement
Electronic transfer of funds is required for payments on State Contracts. Contractors are required to
register with the State electronically at http://www.cpexpress.state.mi.us. As stated in Public Act 431 of
1984, all contracts that the State enters into for the purchase of goods and services shall provide that
payment will be made by electronic fund transfer (EFT).

2.050 Taxes

2.051 Employment Taxes
Contractors are expected to collect and pay all applicable federal, state, and local employment taxes. .

2.052 Sales and Use Taxes
Contractors are required to be registered and to remit sales and use taxes on taxable sales of tangible
personal property or services delivered into the State. Contractors that lack sufficient presence in
Michigan to be required to register and pay tax must do so as a volunteer. This requirement extends to:
(1) all members of any controlled group as defined in § 1563(a) of the Internal Revenue Code and
applicable regulations of which the company is a member, and (2) all organizations under common
control as defined in § 414(c) of the Internal Revenue Code and applicable regulations of which the
company is a member that make sales at retail for delivery into the State are registered with the State for
the collection and remittance of sales and use taxes. In applying treasury regulations defining “two or
more trades or businesses under common control” the term “organization” means sole proprietorship, a
partnership (as defined in § 701(a)(2) of the Internal Revenue Code), a trust, an estate, a corporation, or a
limited liability company.

2.060 Contract Management

2.061 Contractor Personnel Qualifications
All persons assigned by Contractor to the performance of Services under this Contract must be employees
of Contractor or its majority-owned (directly or indirectly, at any tier) subsidiaries (or a State-approved
Subcontractor) and must be fully qualified to perform the work assigned to them. Contractor must
include a similar provision in any subcontract entered into with a Subcontractor. For the purposes of this
Contract, independent contractors engaged by Contractor solely in a staff augmentation role must be
treated by the State as if they were employees of Contractor for this Contract only; however, the State
understands that the relationship between Contractor and Subcontractor is an independent contractor
relationship.
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2.062 Contractor Key Personnel
@ The Contractor must provide the Contract Compliance Inspector with the names of the Key
Personnel.
(b) Key Personnel must be dedicated as defined in the Statement of Work to the Project (all
deliverables and personnel required in the Contract) for its duration in the applicable Statement of Work
with respect to other individuals designated as Key Personnel for that Statement of Work.
© The State will have the right to recommend and approve in writing the initial assignment, as well
as any proposed reassignment or replacement, of any Key Personnel. Before assigning an individual to
any Key Personnel position, Contractor will notify the State of the proposed assignment, will introduce
the individual to the appropriate State representatives, and will provide the State with a resume and any
other information about the individual reasonably requested by the State. The State reserves the right to
interview the individual before granting written approval. In the event the State finds a proposed
individual unacceptable, the State will provide a written explanation including reasonable detail outlining
the reasons for the rejection.
(d) Contractor must not remove any Key Personnel from their assigned roles or the Contract without
the prior written consent of the State. The Contractor’s removal of Key Personnel without the prior
written consent of the State is an unauthorized removal (“Unauthorized Removal”). Unauthorized
Removals does not include replacing Key Personnel for reasons beyond the reasonable control of
Contractor, including illness, disability, leave of absence, personal emergency circumstances, resignation
or for cause termination of the Key Personnel’s employment. Unauthorized Removals does not include
replacing Key Personnel because of promotions or other job movements allowed by Contractor personnel
policies or Collective Bargaining Agreement(s) as long as the State receives prior written notice before
shadowing occurs and Contractor provides 30 days of shadowing unless parties agree to a different time
period. The Contractor with the State must review any Key Personnel replacements, and appropriate
transition planning will be established. Any Unauthorized Removal may be considered by the State to be
a material breach of the Contract, in respect of which the State may elect to exercise its termination and
cancellation rights.
(e) The Contractor must notify the Contract Compliance Inspector and the Contract Administrator at
least 10 business days before redeploying non-Key Personnel, who are dedicated to primarily to the
Project, to other projects. If the State does not object to the redeployment by its scheduled date, the
Contractor may then redeploy the non-Key Personnel.

2.063 Re-assignment of Personnel at the State’s Reguest
The State reserves the right to require the removal from the Project of Contractor personnel found, in the
judgment of the State, to be unacceptable. The State’s request must be written with reasonable detail
outlining the reasons for the removal request. Additionally, the State’s request must be based on
legitimate, good-faith reasons. Replacement personnel for the removed person must be fully qualified for
the position. If the State exercises this right, and the Contractor cannot immediately replace the removed
personnel, the State agrees to an equitable adjustment in schedule or other terms that may be affected by
the State’s required removal. If any incident with removed personnel results in delay not reasonably
anticipatable under the circumstances and which is attributable to the State, the applicable SLAs for the
affected Service will not be counted for a time as agreed to by the parties.

2.064 Contractor Personnel Location — Deleted, Not applicable

2.065 Contractor Identification
Contractor employees must be clearly identifiable while on State property by wearing a State-issued
badge, as required. Contractor employees are required to clearly identify themselves and the company
they work for whenever making contact with State personnel by telephone or other means.

2.066 _Cooperation with Third Parties
Contractor agrees to cause its personnel and the personnel of any Subcontractors to cooperate with the
State and its agents and other contractors including the State’s Quality Assurance personnel. As
reasonably requested by the State in writing, the Contractor will provide to the State’s agents and other
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contractors reasonable access to Contractor’s Project personnel, systems and facilities to the extent the
access relates to activities specifically associated with this Contract and will not interfere or jeopardize
the safety or operation of the systems or facilities. The State acknowledges that Contractor’s time
schedule for the Contract is very specific and agrees not to unnecessarily or unreasonably interfere with,
delay or otherwise impeded Contractor’s performance under this Contract with the requests for access.
All access to the Contractor’s facilities by third parties will be subject to the Contractor’s safety and
security procedures.

2.067 Contract Management Responsibilities
The Contractor will be required to assume responsibility for all contractual activities, whether or not that
Contractor performs them. Further, the State will consider the Contractor to be the sole point of contact
with regard to contractual matters, including payment of any and all charges resulting from the anticipated
Contract. If any part of the work is to be subcontracted, the Contract must include a list of subcontractors,
including firm name and address, contact person and a complete description of work to be subcontracted.
The State reserves the right to approve subcontractors and to require the Contractor to replace
subcontractors found to be unacceptable. The Contractor is totally responsible for adherence by the
subcontractor to all provisions of the Contract. Any change in subcontractors must be approved by the
State, in writing, prior to such change.

2.068 Contractor Return of State Equipment/Resources — Deleted, Not Applicable

2.069 Contractor Participation in Lottery Games
No officer or employee of the contractor, identified in the vendor response, or that officer’s or
employee’s spouse, child, stepchild, brother, sister, stepsister, parent, or stepparent, who resides in the
household of such officer or employee shall purchase Michigan Lottery instant or pull-tab game tickets or
be paid a prize from any Michigan Lottery instant or pull-tab game ticket.

This section shall apply to all contractor and subcontractor employees. The contractor shall ensure that
the above requirements are made known to each officer and employee of the contractor and any
subcontractor.

This restriction applies only for the life of the contract.

2.070 Subcontracting by Contractor

2.071 Contractor full Responsibility
Contractor shall have full responsibility for the successful performance and completion of all of the
Services and Deliverables. The State will consider Contractor to be the sole point of contact with regard
to all contractual matters under this Contract, including payment of any and all charges for Services and
Deliverables.

2.072 State Consent to delegation
Contractor shall not delegate any duties under this Contract to a Subcontractor unless the Department of
Management and Budget, Purchasing Operations has given written consent to such delegation. The State
shall have the right of prior written approval of all Subcontractors and to require Contractor to replace any
Subcontractors found, in the reasonable judgment of the State, to be unacceptable. The State’s request
shall be written with reasonable detail outlining the reasons for the removal request. Additionally, the
State’s request shall be based on legitimate, good-faith reasons. Replacement Subcontractor(s) for the
removed Subcontractor shall be fully qualified for the position. If the State exercises this right, and the
Contractor cannot immediately replace the removed Subcontractor, the State will agree to an equitable
adjustment in schedule or other terms that may be affected by the State’s required removal. 1f any such
incident with a removed Subcontractor results in delay not reasonable anticipatable under the
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circumstances and which is attributable to the State, the applicable SLA for the affected Work will not be
counted in time agreed upon by the parties.

2.073 Subcontractor bound to Contract
In any subcontracts entered into by Contractor for the performance of the Services, Contractor shall
require the Subcontractor, to the extent of the Services to be performed by the Subcontractor, to be bound
to Contractor by the terms of this Contract and to assume toward Contractor all of the obligations and
responsibilities that Contractor, by this Contract, assumes toward the State. The State reserves the right to
receive copies of and review all subcontracts, although Contractor may delete or mask any proprietary
information, including pricing, contained in such contracts before providing them to the State. The
management of any Subcontractor will be the responsibility of Contractor, and Contractor shall remain
responsible for the performance of its Subcontractors to the same extent as if Contractor had not
subcontracted such performance. Contractor shall make all payments to Subcontractors or suppliers of
Contractor. Except as otherwise agreed in writing by the State and Contractor, the State will not be
obligated to direct payments for the Services other than to Contractor. The State’s written approval of
any Subcontractor engaged by Contractor to perform any obligation under this Contract shall not relieve
Contractor of any obligations or performance required under this Contract.

2.074 Flow Down
Except where specifically approved in writing by the State on a case-by-case basis, Contractor shall flow
down the obligations in Sections 2.031, 2.060, 2.100, 2.110, 2.120, 2.130, 2.200 in all of its agreements
with any Subcontractors.

2.075 Competitive Selection
The Contractor shall select subcontractors (including suppliers) on a competitive basis to the maximum
practical extent consistent with the objectives and requirements of the Contract.

2.080 State Responsibilities

2.081 Egquipment — Deleted, Not Applicable

2.082 Facilities
The Contractor must have reasonable access to, and unless agreed otherwise by the parties in writing must
observe and comply with all rules and regulations relating to each of the State Facilities (including hours
of operation) used by the Contractor in the course of providing the Services. Contractor agrees that it will
not, without the prior written consent of the State, use any State Facilities or access any State information
systems provided for the Contractor’s use, or to which the Contractor otherwise gains access in the course
of performing the Services, for any purpose other than providing the Services to the State.

2.090 Security

2.091 Background Checks
The Lottery may initiate investigations into the backgrounds of any officers, principals, investors, owners,
subcontractors, employees, or any other associates of the Bidder or Contractor it deems appropriate. Such
background investigations may include fingerprint identification by Michigan State Police, Federal
Bureau of Investigation, and any other appropriate public or private agencies selected by the Lottery.
Any costs of fingerprinting are the responsibility of the Contractor.

Personnel who will be performing services under the Contract and as determined by the Lottery will be
required to undergo a background investigation by the Lottery. This Lottery background check does not
relieve the Contractor of their responsibility to conduct their own background investigations. After an
employee being considered for work on the Lottery contract has been cleared by the Contractor’s
background checks, the person shall be submitted to Lottery for clearance. The results of the background
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check by the Contractor shall be shared with Lottery. All results and data provided to the Lottery under
this Contract for the conduct of or resulting from background checks performed under this section will be
held in confidence by the Michigan State Lottery.

The Contractor shall agree, in writing, to cooperate with such investigations, and to instruct its employees
to cooperate. The Lottery may terminate the Contract or require the Contractor to remove an employee
from the Lottery project based upon adverse results of background checks if the Lottery determines that
its integrity, security, or goodwill may be in jeopardy. The Lottery may disapprove any employee or
subcontractor of the Contractor who is assigned to this project, either at contract inception or at any time
during the term of the contract.

All Contractor personnel must comply with the State’s security and acceptable use policies for State IT
equipment and resources. See http://www.michigan.gov/dit. Furthermore, Contractor personnel must
agree to the State’s security and acceptable use policies before the Contractor personnel will be accepted
as a resource to perform work for the State. It is expected the Contractor will present these documents to
the prospective employee before the Contractor presents the individual to the State as a proposed
resource. Contractor staff will be expected to comply with all Physical Security procedures in place
within state facilities.

2.092 Security Breach Notification
If the Contractor breaches any sections of the contract pertaining to security, the Contractor must (i)
promptly cure any deficiencies and (ii) comply with any applicable federal and state laws and regulations
pertaining to unauthorized disclosures. Contractor and the State will cooperate to mitigate, to the extent
practicable, the effects of any breach, intrusion, or unauthorized use or disclosure. Contractor must report
to the Director of Security and the IT Security Officer of the Michigan Lottery, in writing, any use or
disclosure of Confidential Information, whether suspected or actual, other than as provided for by the
Contract within one (1) day of becoming aware of the use or disclosure or the shorter time period as is
reasonable under the circumstances.

2.093 PCI Data Security Requirements — Deleted, Not Applicable

2.100 Confidentiality

2.101 Confidentiality
Contractor and the State each acknowledge that the other possesses and will continue to possess
confidential information that has been developed or received by it. As used in this Section, “Confidential
Information” of Contractor must mean all non-public proprietary information of Contractor (other than
Confidential Information of the State as defined below) which is marked confidential, restricted,
proprietary or with a similar designation. “Confidential Information” of the State must mean any
information which is retained in confidence by the State (or otherwise required to be held in confidence
by the State under applicable federal, state and local laws and regulations) or which, in the case of
tangible materials provided to Contractor by the State under its performance under this Contract, is
marked as confidential, proprietary or with a similar designation by the State. “Confidential Information”
excludes any information (including this Contract) that is publicly available under the Michigan FOIA.

Any information or data in a bidder’s proposal, which the bidder claims is proprietary and confidential
and should not be disclosed to third parties must be clearly identified in the proposal (each page must be
marked as “Proprietary and Confidential™). In addition, it is incumbent on the bidder to identify those
portions of their bid in a transmittal letter attached to the proposal. The claimed exemption from public
disclosure must be supported by specific reference to Michigan public records laws.

Bidder price proposals cannot be held confidential.
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2.102 Protection and Destruction of Confidential Information
The State and Contractor will each use at least the same degree of care to prevent disclosing to third
parties the Confidential Information of the other as it employs to avoid unauthorized disclosure,
publication or dissemination of its own confidential information of like character, but in no event less
than reasonable care. Neither Contractor nor the State will (i) make any use of the Confidential
Information of the other except as contemplated by this Contract, (ii) acquire any right in or assert any
lien against the Confidential Information of the other, or (iii) if requested to do so, refuse for any reason
to promptly return the other party's Confidential Information to the other party. Each party will limit
disclosure of the other party’s Confidential Information to employees and Subcontractors who must have
access to fulfill the purposes of this Contract. Disclosure to, and use by, a Subcontractor is permissible
where (A) use of a Subcontractor is authorized under this Contract, (B) the disclosure is necessary or
otherwise naturally occurs in connection with work that is within the Subcontractor's scope of
responsibility, and (C) Contractor obligates the Subcontractor in a written Contract to maintain the State’s
Confidential Information in confidence. At the State's request, any employee of Contractor and of any
Subcontractor having access or continued access to the State’s Confidential Information may be required
to execute an acknowledgment that the employee has been advised of Contractor’s and the
Subcontractor’s obligations under this Section and of the employee’s obligation to Contractor or
Subcontractor, as the case may be, to protect the Confidential Information from unauthorized use or
disclosure.

Promptly upon termination or cancellation of the Contract for any reason, Contractor must certify to the
State that Contractor has destroyed all State Confidential Information.

2.103 Exclusions
Notwithstanding the foregoing, the provisions of Section 2.100 will not apply to any particular
information which the State or Contractor can demonstrate (i) was, at the time of disclosure to it, in the
public domain; (ii) after disclosure to it, is published or otherwise becomes part of the public domain
through no fault of the receiving party; (iii) was in the possession of the receiving party at the time of
disclosure to it without an obligation of confidentiality; (iv) was received after disclosure to it from a third
party who had a lawful right to disclose the information to it without any obligation to restrict its further
disclosure; or (v) was independently developed by the receiving party without reference to Confidential
Information of the furnishing party. Further, the provisions of Section 2.100 will not apply to any
particular Confidential Information to the extent the receiving party is required by law to disclose the
Confidential Information, provided that the receiving party (i) promptly provides the furnishing party with
notice of the legal request, and (ii) assists the furnishing party in resisting or limiting the scope of the
disclosure as reasonably requested by the furnishing party.

2.104 No Implied Rights
Nothing contained in this Section must be construed as obligating a party to disclose any particular
Confidential Information to the other party, or as granting to or conferring on a party, expressly or
impliedly, any right or license to the Confidential Information of the other party.

2.105 Respective Obligations
The parties’ respective obligations under this Section must survive the termination or expiration of this
Contract for any reason.

2.110 Records and Inspections

2.111 Inspection of Work Performed
The State’s authorized representatives must at all reasonable times and with 24 hour prior request, have
the right to enter Contractor’s premises, or any other places, where the Services are being performed, and
must have access, upon reasonable request, to interim drafts of Deliverables or work-in-progress. Upon
24 hour prior notice and at all reasonable times, the State’s representatives must be allowed to inspect,
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monitor, or otherwise evaluate the work being performed and to the extent that the access will not
reasonably interfere or jeopardize the safety or operation of the systems or facilities. Contractor must
provide all reasonable facilities and assistance for the State’s representatives.

2.112 Examination of Records
For seven years after the Contractor provides any work under this Contract (the "Audit Period"), the State
may examine and copy any of Contractor’s books, records, documents and papers pertinent to
establishing Contractor’s compliance with the Contract and with applicable laws and rules. The State
must notify the Contractor 20 days before examining the Contractor's books and records. The State does
not have the right to review any information deemed confidential by the Contractor to the extent access
would require the confidential information to become publicly available. This provision also applies to
the books, records, accounts, documents and papers, in print or electronic form, of any parent, affiliated or
subsidiary organization of Contractor, or any Subcontractor of Contractor performing services in
connection with the Contract.

2.113 Retention of Records
Contractor must maintain at least until the end of the Audit Period all pertinent financial and accounting
records (including time sheets and payroll records, and information pertaining to the Contract and to the
Services, equipment, and commodities provided under the Contract) pertaining to the Contract according
to generally accepted accounting principles and other procedures specified in this Section. Financial and
accounting records must be made available, upon request, to the State at any time during the Audit Period.
If an audit, litigation, or other action involving Contractor’s records is initiated before the end of the
Audit Period, the records must be retained until all issues arising out of the audit, litigation, or other
action are resolved or until the end of the Audit Period, whichever is later.

2.114 Audit Requirements and Resolution
The Contractor is required to provide the Lottery with results of a SAS70 (or international equivalent),
type Il audit annually. Audit shall be performed by a qualified CPA firm, paid for at Contractor’s
expense. The Lottery reserves the right to approve CPA firm performing the audit. If necessary, the
Contractor and the State will meet to review each audit report promptly after issuance. The Contractor
will respond to each audit report in writing within 30 days from receipt of the report, unless a shorter
response time is specified in the report. The Contractor and the State must develop, agree upon and
monitor an action plan to promptly address and resolve any deficiencies, concerns, and/or
recommendations in the audit report. Failure to properly address audit findings may be cause for
termination of the contract.

2.115 Errors
@) If an audit demonstrates any errors in the documents provided to the State, then the amount in
error must be reflected as a credit or debit on the next invoice and in subsequent invoices until the amount
is paid or refunded in full. However, a credit or debit may not be carried for more than four invoices. If a
balance remains after four invoices, then the remaining amount will be due as a payment or refund within
45 days of the last quarterly invoice that the balance appeared on or termination of the contract,
whichever is earlier.
(b) In addition to other available remedies, if the difference between the payment received and the
correct payment amount is greater than 10%, then the Contractor must pay all of the reasonable costs of
the audit.

2.120 Warranties

2.121 Warranties and Representations
The Contractor represents and warrants:
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@ It is capable in all respects of fulfilling and must fulfill all of its obligations under this Contract.
The performance of all obligations under this Contract must be provided in a timely, professional, and
workman-like manner and must meet the performance and operational standards required under this
Contract.

(b) The Contract Appendices, Attachments and Exhibits identify the equipment and software and
services necessary for the Deliverable(s) to perform and Services to operate in compliance with the
Contract’s requirements and other standards of performance.

(©) It is the lawful owner or licensee of any Deliverable licensed or sold to the State by Contractor or
developed by Contractor under this Contract, and Contractor has all of the rights necessary to convey to
the State the ownership rights or licensed use, as applicable, of any and all Deliverables. None of the
Deliverables provided by Contractor to the State under this Contract, nor their use by the State, will
infringe the patent, copyright, trade secret, or other proprietary rights of any third party.

(d) If, under this Contract, Contractor procures any equipment, software or other Deliverable for the
State (including equipment, software and other Deliverables manufactured, re-marketed or otherwise sold
by Contractor under Contractor’s name), then in addition to Contractor’s other responsibilities with
respect to the items in this Contract, Contractor must assign or otherwise transfer to the State or its
designees, or afford the State the benefits of, any manufacturer's warranty for the Deliverable.

©) The contract signatory has the power and authority, including any necessary corporate
authorizations, necessary to enter into this Contract, on behalf of Contractor.

0] It is qualified and registered to transact business in all locations where required.

(9) Neither the Contractor nor any Affiliates, nor any employee of either, has, must have, or must
acquire, any contractual, financial, business, or other interest, direct or indirect, that would conflict in any
manner or degree with Contractor’s performance of its duties and responsibilities to the State under this
Contract or otherwise create an appearance of impropriety with respect to the award or performance of
this Agreement. Contractor must notify the State about the nature of the conflict or appearance of
impropriety within two days of learning about it.

(h) Neither Contractor nor any Affiliates, nor any employee of either has accepted or must accept
anything of value based on an understanding that the actions of the Contractor or Affiliates or employee
on behalf of the State would be influenced. Contractor must not attempt to influence any State employee
by the direct or indirect offer of anything of value.

(i Neither Contractor nor any Affiliates, nor any employee of either has paid or agreed to pay any
person, other than bona fide employees and consultants working solely for Contractor or the Affiliate, any
fee, commission, percentage, brokerage fee, gift, or any other consideration, contingent upon or resulting
from the award or making of this Contract.

() The prices proposed by Contractor were arrived at independently, without consultation,
communication, or agreement with any other bidder for the purpose of restricting competition; the prices
quoted were not knowingly disclosed by Contractor to any other bidder; and no attempt was made by
Contractor to induce any other person to submit or not submit a proposal for the purpose of restricting
competition.

(K) All financial statements, reports, and other information furnished by Contractor to the State as
part of its response to the RFP or otherwise in connection with the award of this Contract fairly and
accurately represent the business, properties, financial condition, and results of operations of Contractor
as of the respective dates, or for the respective periods, covered by the financial statements, reports, other
information. Since the respective dates or periods covered by the financial statements, reports, or other

45




=
CONTRACT NO. 071B9200112 INSTANT AND VALIDATION PULL-TAB LOTTERY TICKETS ‘

information, there have been no material adverse change in the business, properties, financial condition,
or results of operations of Contractor.

() All written information furnished to the State by or for the Contractor in connection with this
Contract, including its bid, is true, accurate, and complete, and contains no untrue statement of material
fact or omits any material fact necessary to make the information not misleading.

(m) It is not in material default or breach of any other contract or agreement that it may have with the
State or any of its departments, commissions, boards, or agencies. Contractor further represents and
warrants that it has not been a party to any contract with the State or any of its departments that was
terminated by the State or the department within the previous five years for the reason that Contractor
failed to perform or otherwise breached an obligation of the contract.

(n If any of the certifications, representations, or disclosures made in the Contractor’s original bid
response change after contract award, the Contractor is required to report those changes immediately to
the Department of Management and Budget, Purchasing Operations.

2.122 Warranty of Merchantability — Deleted, Not Applicable

2.123  Warranty of Fitness for a Particular Purpose — Deleted, Not Applicable

2.124 Warranty of Title
Contractor shall, in providing goods to the State, convey good title in those goods, whose transfer is right
and lawful. All goods provided by Contractor shall be delivered free from any security interest, lien, or
encumbrance of which the State, at the time of contracting, has no knowledge. Goods provided by
Contractor, under this Contract, shall be delivered free of any rightful claim of any third person by of
infringement or the like.

2.125 Egquipment Warranty — Deleted, Not Applicable

2.126 Equipment to be New — Deleted, Not Applicable

2.127 Prohibited Products — Deleted, Not Applicable

2.128 Consequences For Breach
In addition to any remedies available in law, if the Contractor breaches any of the warranties contained in
this section, the breach may be considered as a default in the performance of a material obligation of this
Contract.

2.130 Insurance

2.131 Liability Insurance
The Contractor must provide proof of the minimum levels of insurance coverage as indicated below. The
insurance must protect the State from claims which may arise out of or result from the Contractor’s
performance of services under the terms of this Contract, whether the services are performed by the
Contractor, or by any subcontractor, or by anyone directly or indirectly employed by any of them, or by
anyone for whose acts they may be liable.

The Contractor waives all rights against the State of Michigan, its departments, divisions, agencies,
offices, commissions, officers, employees and agents for recovery of damages to the extent these damages
are covered by the insurance policies the Contractor is required to maintain under this Contract.

All insurance coverages provided relative to this Contract/Purchase Order are PRIMARY and NON-
CONTRIBUTING to any comparable liability insurance (including self-insurances) carried by the State.
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The insurance must be written for not less than any minimum coverage specified in this Contract or
required by law, whichever is greater.

The insurers selected by Contractor must have an A.M. Best rating of A or better, or as otherwise
approved in writing by the State, or if the ratings are no longer available, with a comparable rating from a
recognized insurance rating agency. All policies of insurance required in this Contract must be issued by
companies that have been approved to do business in the State.

See www.michigan.gov/dleg.

Where specific limits are shown, they are the minimum acceptable limits. If Contractor’s policy contains
higher limits, the State must be entitled to coverage to the extent of the higher limits.

The Contractor is required to pay for and provide the type and amount of insurance checked M below:
1. Commercial General Liability with the following minimum coverage:

$2,000,000 General Aggregate Limit other than Products/Completed Operations
$2,000,000 Products/Completed Operations Aggregate Limit

$1,000,000 Personal & Advertising Injury Limit

$1,000,000 Each Occurrence Limit

The Contractor must list the State of Michigan, its departments, divisions, agencies, offices, commissions,
officers, employees and agents as ADDITIONAL INSUREDS on the Commercial General Liability
certificate. The Contractor also agrees to provide evidence that insurance policies contain a waiver of
subrogation by the insurance company.

| 2. If a motor vehicle is used to provide services or products under this Contract, the
Contractor must have vehicle liability insurance on any auto including owned, hired and non-owned
vehicles used in Contractor*s business for bodily injury and property damage as required by law.

The Contractor must list the State of Michigan, its departments, divisions, agencies, offices, commissions,
officers, employees and agents as ADDITIONAL INSUREDS on the vehicle liability certificate. The
Contractor also agrees to provide evidence that insurance policies contain a waiver of subrogation by the
insurance company.

M 3. Workers’ compensation coverage must be provided according to applicable laws
governing the employees and employers work activities in the state of the Contractor’s domicile. If the
applicable coverage is provided by a self-insurer, proof must be provided of approved self-insured
authority by the jurisdiction of domicile. For employees working outside of the state of qualification,
Contractor must provide appropriate certificates of insurance proving mandated coverage levels for the
jurisdictions where the employees’ activities occur.

Any certificates of insurance received must also provide a list of states where the coverage is applicable.
The Contractor also agrees to provide evidence that insurance policies contain a waiver of subrogation by

the insurance company. This provision must not be applicable where prohibited or limited by the laws of
the jurisdiction in which the work is to be performed.
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M 4. Employers liability insurance with the following minimum limits:

$100,000 each accident
$100,000 each employee by disease
$500,000 aggregate disease

M 5. Employee Fidelity, including Computer Crimes, insurance naming the State as a loss
payee, providing coverage for direct loss to the State and any legal liability of the State arising out of or
related to fraudulent or dishonest acts committed by the employees of Contractor or its Subcontractors,
acting alone or in collusion with others, in a minimum amount of five million dollars ($5,000,000.00).

6. Umbrella or Excess Liability Insurance in a minimum amount of ten million dollars
($10,000,000.00), which must apply, at a minimum, to the insurance required in Subsection 1
(Commercial General Liability) above.

7. Professional Liability (Errors and Omissions) Insurance with the following minimum
coverage: three million dollars ($3,000,000.00) each occurrence and three million dollars
($3,000,000.00) annual aggregate.

| 8. Fire and Personal Property Insurance covering against any loss or damage to the office
space used by Contractor for any reason under this Contract, and the equipment, software and other
contents of the office space, including without limitation, those contents used by Contractor to provide the
Services to the State, up to its replacement value, where the office space and its contents are under the
care, custody and control of Contractor. The policy must cover all risks of direct physical loss or damage,
including without limitation, flood and earthquake coverage and coverage for computer hardware and
software. The State must be endorsed on the policy as a loss payee as its interests appear.

2.132 Subcontractor Insurance Coverage
Except where the State has approved in writing a Contractor subcontract with other insurance provisions,
Contractor must require all of its Subcontractors under this Contract to purchase and maintain the
insurance coverage as described in this Section for the Contractor in connection with the performance of
work by those Subcontractors. Alternatively, Contractor may include any Subcontractors under
Contractor’s insurance on the coverage required in this Section. Subcontractor(s) must fully comply with
the insurance coverage required in this Section. Failure of Subcontractor(s) to comply with insurance
requirements does not limit Contractor’s liability or responsibility.

2.133 Certificates of Insurance and Other Reguirements
Contractor must furnish to DMB-PurchOps, certificate(s) of insurance verifying insurance coverage or
providing satisfactory evidence of self-insurance as required in this Section (the “Certificates”). The
Certificate must be on the standard “accord” form or equivalent. THE CONTRACT OR PURCHASE
ORDER NO. MUST BE SHOWN ON THE CERTIFICATE OF INSURANCE TO ASSURE
CORRECT FILING. All Certificate(s) are to be prepared and submitted by the Insurance Provider. All
Certificate(s) must contain a provision indicating that coverages afforded under the policies WILL NOT
BE CANCELLED, MATERIALLY CHANGED, OR NOT RENEWED without 30 days prior written
notice, except for 10 days for non-payment of premium, having been given to the Director of Purchasing
Operations, Department of Management and Budget. The notice must include the Contract or Purchase
Order number affected. Before the Contract is signed, and not less than 20 days before the insurance
expiration date every year thereafter, the Contractor must provide evidence that the State and its agents,
officers and employees are listed as additional insureds under each commercial general liability and
commercial automobile liability policy. In the event the State approves the representation of the State by
the insurer’s attorney, the attorney may be required to be designated as a Special Assistant Attorney
General by the Attorney General of the State of Michigan.
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The Contractor must maintain all required insurance coverage throughout the term of the Contract and
any extensions and, in the case of claims-made Commercial General Liability policies, must secure tail
coverage for at least three years following the expiration or termination for any reason of this Contract.
The minimum limits of coverage specified above are not intended, and must not be construed, to limit any
liability or indemnity of Contractor under this Contract to any indemnified party or other persons.
Contractor is responsible for all deductibles with regard to the insurance. If the Contractor fails to pay
any premium for required insurance as specified in this Contract, or if any insurer cancels or significantly
reduces any required insurance as specified in this Contract without the State’s written consent, then the
State may, after the State has given the Contractor at least 30 days written notice, pay the premium or
procure similar insurance coverage from another company or companies. The State may deduct any part
of the cost from any payment due the Contractor, or the Contractor must pay that cost upon demand by
the State.

2.134 Game Insurance

The contractor shall maintain an errors and omissions insurance policy exclusively for the State of
Michigan. Said policy shall be executed by a company authorized to do business in Michigan. The
policy must be in full force and effect for the duration of each ticket game produced under this contract.
The policy shall cover the risks and limits as set forth below:

a. Over Redemption - Up to five million dollars ($5,000,000.00) of any valid prize winnings
the Lottery becomes obligated to pay in excess of 101% of the approved final prize structure.

b. Ticket Take-Back - Up to five million dollars ($5,000,000.00) for the purchase price of
unsold lottery tickets if a ticket game is terminated because winners can be predetermined,
ticket manufacturing quality is unacceptable in over five (5) percent 5% of the tickets
delivered or the actual number of winning tickets contained in the total saleable tickets
delivered for a game varies from the number specified in the approved prize structure by
more than one (1) percent 1%.

c. Lottery Expenses - Up to one million dollars ($1,000,000.00) indemnifying the Lottery for
out-of-pocket expenses (e.g. advertising, promotion, etc.) incurred for which full value was
not received due to b above.

The Contractor shall provide a certificate of insurance to the Issuing Office and the Contract
Administrator prior to the first delivery of game tickets.

2.140 Indemnification

2.141 General Indemnification
To the extent permitted by law, the Contractor must indemnify, defend and hold harmless the State from
liability, including all claims and losses, and all related costs and expenses (including reasonable
attorneys’ fees and costs of investigation, litigation, settlement, judgments, interest and penalties),
accruing or resulting to any person, firm or corporation that may be injured or damaged by the Contractor
in the performance of this Contract and that are attributable to the negligence or tortious acts of the
Contractor or any of its subcontractors, or by anyone else for whose acts any of them may be liable.

2.142 Code Indemnification
To the extent permitted by law, the Contractor shall indemnify, defend and hold harmless the State from
any claim, loss, or expense arising from Contractor’s breach of the No Surreptitious Code Warranty. The
Contractor represents and warrants that no copy of licensed software provided to the State contains or will
contain any Self-Help Code or any Unauthorized Code as defined below. This warranty is referred to in
this Contract as the “No Surreptitious Warranty.” Self-Help Code refers to any back door, time bomb,
drop dead device, or other software routine designed to disable a computer program automatically with
the passage of time or under the positive control of a person other than the licensee of the software. Self-
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Help Code does not include software routines in a computer program, if any, designed to permit an owner
of the computer program (or other person acting by authority of the owner) to obtain access to a licensee’s
computer system(s) (e.g. remote access via modem) for purposes of maintenance or technical support.
Unauthorized Code refers to any virus, Trojan horse, spyware, worm or other software routines or
components designed to permit unauthorized access to disable, erase, or otherwise harm software,
equipment, or data.

2.143 Employee Indemnification
In any claims against the State of Michigan, its departments, divisions, agencies, sections, commissions,
officers, employees and agents, by any employee of the Contractor or any of its subcontractors, the
indemnification obligation under the Contract must not be limited in any way by the amount or type of
damages, compensation or benefits payable by or for the Contractor or any of its subcontractors under
worker’s disability compensation acts, disability benefit acts or other employee benefit acts. This
indemnification clause is intended to be comprehensive. Any overlap in provisions, or the fact that
greater specificity is provided as to some categories of risk, is not intended to limit the scope of
indemnification under any other provisions.

2.144 Patent/Copyright Infringement Indemnification
To the extent permitted by law, the Contractor must indemnify, defend and hold harmless the State from
and against all losses, liabilities, damages (including taxes), and all related costs and expenses (including
reasonable attorneys’ fees and costs of investigation, litigation, settlement, judgments, interest and
penalties) incurred in connection with any action or proceeding threatened or brought against the State to
the extent that the action or proceeding is based on a claim that any piece of equipment, software,
commodity or service supplied by the Contractor or its subcontractors, or the operation of the equipment,
software, commaodity or service, or the use or reproduction of any documentation provided with the
equipment, software, commaodity or service infringes any United States patent, copyright, trademark or
trade secret of any person or entity, which is enforceable under the laws of the United States.

In addition, should the equipment, software, commodity, or service, or its operation, become or in the
State’s or Contractor’s opinion be likely to become the subject of a claim of infringement, the Contractor
must at the Contractor’s sole expense (i) procure for the State the right to continue using the equipment,
software, commaodity or service or, if the option is not reasonably available to the Contractor, (ii) replace
or modify to the State’s satisfaction the same with equipment, software, commodity or service of
equivalent function and performance so that it becomes non-infringing, or, if the option is not reasonably
available to Contractor, (iii) accept its return by the State with appropriate credits to the State against the
Contractor’s charges and reimburse the State for any losses or costs incurred as a consequence of the
State ceasing its use and returning it.

Notwithstanding the foregoing, the Contractor has no obligation to indemnify or defend the State for, or
to pay any costs, damages or attorneys’ fees related to, any claim based upon (i) equipment developed
based on written specifications of the State; (ii) use of the equipment in a configuration other than
implemented or approved in writing by the Contractor, including, but not limited to, any modification of
the equipment by the State; or (iii) the combination, operation, or use of the equipment with equipment or
software not supplied by the Contractor under this Contract.

2.145 Continuation of Indemnification Obligations
The Contractor’s duty to indemnify under this Section continues in full force and effect, notwithstanding
the expiration or early cancellation of the Contract, with respect to any claims based on facts or conditions
that occurred before expiration or cancellation.

2.146 _Indemnification Procedures
The procedures set forth below must apply to all indemnity obligations under this Contract.
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@ After the State receives notice of the action or proceeding involving a claim for which it will seek
indemnification, the State must promptly notify Contractor of the claim in writing and take or assist
Contractor in taking, as the case may be, any reasonable action to avoid the imposition of a default
judgment against Contractor. No failure to notify the Contractor relieves the Contractor of its
indemnification obligations except to the extent that the Contractor can prove damages attributable to the
failure. Within 10 days following receipt of written notice from the State relating to any claim, the
Contractor must notify the State in writing whether Contractor agrees to assume control of the defense
and settlement of that claim (a “Notice of Election™). After notifying Contractor of a claim and before the
State receiving Contractor’s Notice of Election, the State is entitled to defend against the claim, at the
Contractor’s expense, and the Contractor will be responsible for any reasonable costs incurred by the
State in defending against the claim during that period.

(b) If Contractor delivers a Notice of Election relating to any claim: (i) the State is entitled to
participate in the defense of the claim and to employ counsel at its own expense to assist in the handling
of the claim and to monitor and advise the State about the status and progress of the defense; (ii) the
Contractor must, at the request of the State, demonstrate to the reasonable satisfaction of the State, the
Contractor’s financial ability to carry out its defense and indemnity obligations under this Contract; (iii)
the Contractor must periodically advise the State about the status and progress of the defense and must
obtain the prior written approval of the State before entering into any settlement of the claim or ceasing to
defend against the claim and (iv) to the extent that any principles of Michigan governmental or public law
may be involved or challenged, the State has the right, at its own expense, to control the defense of that
portion of the claim involving the principles of Michigan governmental or public law. But the State may
retain control of the defense and settlement of a claim by notifying the Contractor in writing within 10
days after the State’s receipt of Contractor’s information requested by the State under clause (ii) of this
paragraph if the State determines that the Contractor has failed to demonstrate to the reasonable
satisfaction of the State the Contractor’s financial ability to carry out its defense and indemnity
obligations under this Section. Any litigation activity on behalf of the State, or any of its subdivisions
under this Section, must be coordinated with the Department of Attorney General. In the event the
insurer’s attorney represents the State under this Section, the insurer’s attorney may be required to be
designated as a Special Assistant Attorney General by the Attorney General of the State of Michigan.

(© If Contractor does not deliver a Notice of Election relating to any claim of which it is notified by
the State as provided above, the State may defend the claim in the manner as it may deem appropriate, at
the cost and expense of Contractor. If it is determined that the claim was one against which Contractor
was required to indemnify the State, upon request of the State, Contractor must promptly reimburse the
State for all the reasonable costs and expenses.

2.150 Termination/Cancellation

2.151 Notice and Right to Cure
If the Contractor breaches the contract, and the State in its sole discretion determines that the breach is
curable, then the State will provide the Contractor with written notice of the breach and a time period (not
less than 30 days) to cure the Breach. The notice of breach and opportunity to cure is inapplicable for
successive or repeated breaches or if the State determines in its sole discretion that the breach poses a
serious and imminent threat to the health or safety of any person or the imminent loss, damage, or
destruction of any real or tangible personal property.

2.152 Termination for Cause
@) The State may terminate this contract, for cause, by notifying the Contractor in writing, if the
Contractor (i) breaches any of its material duties or obligations under this Contract (including a Chronic
Failure (continuous, on-going failure) to meet any particular SLA (Service Level Agreement)), or (ii) fails
to cure a breach within the time period specified in the written notice of breach provided by the State
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(b) If this Contract is terminated for cause, the Contractor must pay all costs incurred by the State in
terminating this Contract, including but not limited to, State administrative costs, reasonable attorneys’
fees and court costs, and any reasonable additional costs the State may incur to procure the
Services/Deliverables required by this Contract from other sources. Re-procurement costs are not
consequential, indirect or incidental damages, and cannot be excluded by any other terms otherwise
included in this Contract, provided the costs are not in excess of 50% more than the prices for the
Service/Deliverables provided under this Contract.

(© If the State chooses to partially terminate this Contract for cause, charges payable under this
Contract will be equitably adjusted to reflect those Services/Deliverables that are terminated and the State
must pay for all Services/Deliverables for which Final Acceptance has been granted provided up to the
termination date. Services and related provisions of this Contract that are terminated for cause must cease
on the effective date of the termination.

(d) If the State terminates this Contract for cause under this Section, and it is determined, for any
reason, that Contractor was not in breach of contract under the provisions of this section, that termination
for cause must be deemed to have been a termination for convenience, effective as of the same date, and
the rights and obligations of the parties must be limited to that otherwise provided in this Contract for a
termination for convenience.

2.153 Termination for Convenience
The State may terminate this Contract for its convenience, in whole or part, if the State determines that a
termination is in the State’s best interest. Reasons for the termination must be left to the sole discretion of
the State and may include, but not necessarily be limited to (a) the State no longer needs the Services or
products specified in the Contract, (b) relocation of office, program changes, changes in laws, rules, or
regulations make implementation of the Services no longer practical or feasible, (c) unacceptable prices
for Additional Services or New Work requested by the State, or (d) falsification or misrepresentation, by
inclusion or non-inclusion, of information material to a response to any RFP issued by the State. The
State may terminate this Contract for its convenience, in whole or in part, by giving Contractor written
notice at least 30 days before the date of termination. If the State chooses to terminate this Contract in
part, the charges payable under this Contract must be equitably adjusted to reflect those
Services/Deliverables that are terminated. Services and related provisions of this Contract that are
terminated for cause must cease on the effective date of the termination.

2.154 Termination for Non-Appropriation
@ Contractor acknowledges that, if this Contract extends for several fiscal years, continuation of
this Contract is subject to appropriation or availability of funds for this Contract. If funds to enable the
State to effect continued payment under this Contract are not appropriated or otherwise made available,
the State must terminate this Contract and all affected Statements of Work, in whole or in part, at the end
of the last period for which funds have been appropriated or otherwise made available by giving written
notice of termination to Contractor. The State must give Contractor at least 30 days advance written
notice of termination for non-appropriation or unavailability (or the time as is available if the State
receives notice of the final decision less than 30 days before the funding cutoff).

(b) If funding for the Contract is reduced by law, or funds to pay Contractor for the agreed-to level of
the Services or production of Deliverables to be provided by Contractor are not appropriated or otherwise
unavailable, the State may, upon 30 days written notice to Contractor, reduce the level of the Services or
the change the production of Deliverables in the manner and for the periods of time as the State may elect.
The charges payable under this Contract will be equitably adjusted to reflect any equipment, services or
commodities not provided by reason of the reduction.

(©) If the State terminates this Contract, eliminates certain Deliverables, or reduces the level of

Services to be provided by Contractor under this Section, the State must pay Contractor for all Work-in-
Process performed through the effective date of the termination or reduction in level, as the case may be
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and as determined by the State, to the extent funds are available. This Section will not preclude
Contractor from reducing or stopping Services/Deliverables or raising against the State in a court of
competent jurisdiction, any claim for a shortfall in payment for Services performed or Deliverables finally
accepted before the effective date of termination.

2.155 Termination for Criminal Conviction
The State may terminate this Contract immediately and without further liability or penalty in the event
Contractor, an officer of Contractor, or an owner of a 25% or greater share of Contractor is convicted of a
criminal offense related to a State, public or private contract or subcontract.

2.156 _Termination for Approvals Rescinded
The State may terminate this Contract if any final administrative or judicial decision or adjudication
disapproves a previously approved request for purchase of personal services under Constitution 1963,
Article 11, § 5, and Civil Service Rule 7-1. In that case, the State will pay the Contractor for only the
work completed to that point under the Contract. Termination may be in whole or in part and may be
immediate as of the date of the written notice to Contractor or may be effective as of the date stated in the
written notice.

2.157 Rights and Obligations upon Termination
@ If the State terminates this Contract for any reason, the Contractor must (a) stop all work as
specified in the notice of termination, (b) take any action that may be necessary, or that the State may
direct, for preservation and protection of Deliverables or other property derived or resulting from this
Contract that may be in Contractor’s possession, (c) return all materials and property provided directly or
indirectly to Contractor by any entity, agent or employee of the State, (d) transfer title in, and deliver to,
the State, unless otherwise directed, all Deliverables intended to be transferred to the State at the
termination of the Contract and which are resulting from the Contract (which must be provided to the
State on an “As-Is” basis except to the extent the amounts paid by the State in respect of the items
included compensation to Contractor for the provision of warranty services in respect of the materials),
and (e) take any action to mitigate and limit any potential damages, or requests for Contractor adjustment
or termination settlement costs, to the maximum practical extent, including terminating or limiting as
otherwise applicable those subcontracts and outstanding orders for material and supplies resulting from
the terminated Contract.

(b) If the State terminates this Contract before its expiration for its own convenience, the State must
pay Contractor for all charges due for Services provided before the date of termination and, if applicable,
as a separate item of payment under this Contract, for Work In Process, on a percentage of completion
basis at the level of completion determined by the State. All completed or partially completed
Deliverables prepared by Contractor under this Contract, at the option of the State, becomes the State’s
property, and Contractor is entitled to receive equitable fair compensation for the Deliverables.
Regardless of the basis for the termination, the State is not obligated to pay, or otherwise compensate,
Contractor for any lost expected future profits, costs or expenses incurred with respect to Services not
actually performed for the State.

(©) Upon a good faith termination, the State may assume, at its option, any subcontracts and
agreements for services and deliverables provided under this Contract, and may further pursue completion
of the Services/Deliverables under this Contract by replacement contract or otherwise as the State may in
its sole judgment deem expedient.

2.158 Reservation of Rights
Any termination of this Contract or any Statement of Work issued under it by a party must be with full
reservation of, and without prejudice to, any rights or remedies otherwise available to the party with
respect to any claims arising before or as a result of the termination.
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2.160 Termination by Contractor

2.161 Termination by Contractor
If the State breaches the Contract, and the Contractor in its sole discretion determines that the breach is
curable, then the Contractor will provide the State with written notice of the breach and a time period (not
less than 30 days) to cure the breach. The Notice of Breach and opportunity to cure is inapplicable for
successive and repeated breaches.

The Contractor may terminate this Contract if the State (i) materially breaches its obligation to pay the
Contractor undisputed amounts due and owing under this Contract, (ii) breaches its other obligations
under this Contract to an extent that makes it impossible or commercially impractical for the Contractor to
perform the Services, or (iii) does not cure the breach within the time period specified in a written notice
of breach. But the Contractor must discharge its obligations under Section 2.170 before it terminates the
Contract.

2.170 Transition Responsibilities

2.171 Contractor Transition Responsibilities
If the State terminates this contract, for convenience or cause, or if the Contract is otherwise dissolved,
voided, rescinded, nullified, expires or rendered unenforceable, the Contractor agrees to comply with
direction provided by the State to assist in the orderly transition of equipment, services, software, leases,
etc. to the State or a third party designated by the State. If this Contract expires or terminates, the
Contractor agrees to make all reasonable efforts to effect an orderly transition of services within a
reasonable period of time that in no event will exceed ninety (90) days. These efforts must include, but
are not limited to, those listed in Sections 2.141, 2.142, 2.143, 2.144, and 2.145.

2.172 _Contractor Personnel Transition
The Contractor must work with the State, or a specified third party, to develop a transition plan setting
forth the specific tasks and schedule to be accomplished by the parties, to effect an orderly transition. The
Contractor must allow as many personnel as practicable to remain on the job to help the State, or a
specified third party, maintain the continuity and consistency of the services required by this Contract. In
addition, during or following the transition period, in the event the State requires the Services of the
Contractor’s subcontractors or vendors, as necessary to meet its needs, Contractor agrees to reasonably,
and with good-faith, work with the State to use the Services of Contractor’s subcontractors or vendors.
Contractor will notify all of Contractor’s subcontractors of procedures to be followed during transition.

2.173 Contractor Information Transition
The Contractor agrees to provide reasonable detailed specifications for all Services/Deliverables needed
by the State, or specified third party, to properly provide the Services/Deliverables required under this
Contract. The Contractor will provide the State with asset management data generated from the inception
of this Contract through the date on which this Contractor is terminated in a comma-delineated format
unless otherwise requested by the State. The Contractor will deliver to the State any remaining owed
reports and documentation still in Contractor’s possession subject to appropriate payment by the State.

2.174 Contractor Software Transition
The Contractor must reasonably assist the State in the acquisition of any Contractor software required to
perform the Services/use the Deliverables under this Contract. This must include any documentation
being used by the Contractor to perform the Services under this Contract. If the State transfers any
software licenses to the Contractor, those licenses must, upon expiration of the Contract, transfer back to
the State at their current revision level. Upon notification by the State, Contractor may be required to
freeze all non-critical changes to Deliverables/Services.
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2.175 Transition Payments
If the transition results from a termination for any reason, reimbursement must be governed by the
termination provisions of this Contract. If the transition results from expiration, the Contractor will be
reimbursed for all reasonable transition costs (i.e. costs incurred within the agreed period after contract
expiration that result from transition operations) at the rates agreed upon by the State. The Contractor
will prepare an accurate accounting from which the State and Contractor may reconcile all outstanding
accounts.

2.176 _State Transition Responsibilities
In the event that this Contract is terminated, dissolved, voided, rescinded, nullified, or otherwise rendered
unenforceable, the State agrees to perform the following obligations, and any others upon which the State
and the Contractor agree:
@) Reconciling all accounts between the State and the Contractor;
(b) Completing any pending post-project reviews.

2.180 Stop Work

2.181 Stop Work Orders
The State may, at any time, by written stop work order to Contractor, require that Contractor stop all, or
any part, of the work called for by the Contract for a period of up to 90 calendar days after the stop work
order is delivered to Contractor, and for any further period to which the parties may agree. The stop work
order must be identified as a stop work order and must indicate that it is issued under this Section 2.150.
Upon receipt of the stop work order, Contractor must immediately comply with its terms and take all
reasonable steps to minimize incurring costs allocable to the work covered by the stop work order during
the period of work stoppage. Within the period of the stop work order, the State must either: (a) cancel
the stop work order; or (b) terminate the work covered by the stop work order as provided in Section
2.150.

2.182 Cancellation or Expiration of Stop Work Order
The Contractor must resume work if the State cancels a Stop Work Order or if it expires. The parties will
agree upon an equitable adjustment in the delivery schedule, the Contract price, or both, and the Contract
must be modified, in writing, accordingly, if: (a) the stop work order results in an increase in the time
required for, or in Contractor’s costs properly allocable to, the performance of any part of the Contract;
and (b) Contractor asserts its right to an equitable adjustment within 30 calendar days after the end of the
period of work stoppage; provided that, if the State decides the facts justify the action, the State may
receive and act upon a Contractor proposal submitted at any time before final payment under the
Contract. Any adjustment will conform to the requirements of Section 2.024.

2.183 Allowance of Contractor Costs
If the stop work order is not canceled and the work covered by the stop work order is terminated for
reasons other than material breach, the termination must be deemed to be a termination for convenience
under Section 2.150, and the State will pay reasonable costs resulting from the stop work order in arriving
at the termination settlement. For the avoidance of doubt, the State is not liable to Contractor for loss of
profits because of a stop work order issued under this Section 2.150.

2.190 Dispute Resolution

2.191 In General
Any claim, counterclaim, or dispute between the State and Contractor arising out of or relating to the
Contract or any Statement of Work must be resolved as follows. For all Contractor claims seeking an
increase in the amounts payable to Contractor under the Contract, or the time for Contractor’s
performance, Contractor must submit a letter, together with all data supporting the claims, executed by
Contractor’s Contract Administrator or the Contract Administrator's designee certifying that (a) the claim
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is made in good faith, (b) the amount claimed accurately reflects the adjustments in the amounts payable
to Contractor or the time for Contractor’s performance for which Contractor believes the State is liable
and covers all costs of every type to which Contractor is entitled from the occurrence of the claimed
event, and (c) the claim and the supporting data are current and complete to Contractor’s best knowledge
and belief.

2.192 Informal Dispute Resolution
@ All disputes between the parties must be resolved under the Contract Management procedures as
outlined in Section 2.192 (a) (i), (ii), (iii) in this Contract. If the parties are unable to resolve any
disputes after compliance with the processes, the parties must meet with the Director of Purchasing
Operations, DMB, or designee, for the purpose of attempting to resolve the dispute without the need for
formal legal proceedings, as follows:
Q) The representatives of Contractor and the State must meet as often as the parties
reasonably deem necessary to gather and furnish to each other all information with respect to the
matter in issue which the parties believe to be appropriate and germane in connection with its
resolution. The representatives must discuss the problem and negotiate in good faith in an effort
to resolve the dispute without the necessity of any formal proceeding.
(i) During the course of negotiations, all reasonable requests made by one party to another
for non-privileged information reasonably related to the Contract will be honored in order that
each of the parties may be fully advised of the other’s position.
(iii)  The specific format for the discussions will be left to the discretion of the designated
State and Contractor representatives, but may include the preparation of agreed upon statements
of fact or written statements of position.
(iv) Following the completion of this process within 60 calendar days, the Director of
Purchasing Operations, DMB, or designee, must issue a written opinion regarding the issue(s) in
dispute within 30 calendar days. The opinion regarding the dispute must be considered the
State’s final action and the exhaustion of administrative remedies.
(b) This Section will not be construed to prevent either party from instituting, and a party is
authorized to institute, formal proceedings earlier to avoid the expiration of any applicable limitations
period, to preserve a superior position with respect to other creditors, or under Section 2.193.
(©) The State will not mediate disputes between the Contractor and any other entity, except state
agencies, concerning responsibility for performance of work under the Contract.

2.193 Injunctive Relief
The only circumstance in which disputes between the State and Contractor will not be subject to the
provisions of Section 2.190 is where a party makes a good faith determination that a breach of the terms
of the Contract by the other party is such that the damages to the party resulting from the breach will be
so immediate, so large or severe and so incapable of adequate redress after the fact that a temporary
restraining order or other immediate injunctive relief is the only adequate remedy.

2.194 Continued Performance
Each party agrees to continue performing its obligations under the Contract while a dispute is being
resolved except to the extent the issue in dispute precludes performance (dispute over payment must not
be deemed to preclude performance) and without limiting either party’s right to terminate the Contract as
provided in Section 2.150, as the case may be.

2.200 Federal and State Contract Requirements

2.201 Nondiscrimination
In the performance of the Contract, Contractor agrees not to discriminate against any employee or
applicant for employment, with respect to his or her hire, tenure, terms, conditions or privileges of
employment, or any matter directly or indirectly related to employment, because of race, color, religion,
national origin, ancestry, age, sex, height, weight, marital status, physical or mental disability. Contractor
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further agrees that every subcontract entered into for the performance of this Contract or any purchase
order resulting from this Contract will contain a provision requiring non-discrimination in employment,
as specified here, binding upon each Subcontractor. This covenant is required under the Elliot Larsen
Civil Rights Act, 1976 PA 453, MCL 37.2101, et seq., and the Persons with Disabilities Civil Rights Act,
1976 PA 220, MCL 37.1101, et seq., and any breach of this provision may be regarded as a material
breach of the Contract.

2.202 Unfair Labor Practices
Under 1980 PA 278, MCL 423.321, et seq., the State must not award a Contract or subcontract to an
employer whose hame appears in the current register of employers failing to correct an unfair labor
practice compiled under section 2 of the Act. This information is compiled by the United States National
Labor Relations Board. A Contractor of the State, in relation to the Contract, must not enter into a
contract with a Subcontractor, manufacturer, or supplier whose name appears in this register. Under
section 4 of 1980 PA 278, MCL 423.324, the State may void any Contract if, after award of the Contract,
the name of Contractor as an employer or the name of the Subcontractor, manufacturer or supplier of
Contractor appears in the register.

2.203 Workplace Safety and Discriminatory Harassment
In performing Services for the State, the Contractor must comply with the Department of Civil Services
Rule 2-20 regarding Workplace Safety and Rule 1-8.3 regarding Discriminatory Harassment. In addition,
the Contractor must comply with Civil Service regulations and any applicable agency rules provided to
the Contractor. For Civil Service Rules, see http://www.mi.gov/mdcs/0,1607,7-147-6877---,00.html.

2.210 Governing Law

2.211 Governing Law
The Contract must in all respects be governed by, and construed according to, the substantive laws of the
State of Michigan without regard to any Michigan choice of law rules that would apply the substantive
law of any other jurisdiction to the extent not inconsistent with, or pre-empted by federal law.

2.212 Compliance with Laws
Contractor shall comply with all applicable state, federal and local laws and ordinances in providing the
Services/Deliverables.

2.213 Jurisdiction
Any dispute arising from the Contract must be resolved in the State of Michigan. With respect to any
claim between the parties, Contractor consents to venue in Ingham County, Michigan, and irrevocably
waives any objections it may have to the jurisdiction on the grounds of lack of personal jurisdiction of the
court or the laying of venue of the court or on the basis of forum non conveniens or otherwise. Contractor
agrees to appoint agents in the State of Michigan to receive service of process.

2.220 Limitation of Liability

2.221 Limitation of Liability
Neither the Contractor nor the State is liable to each other, regardless of the form of action, for
consequential, incidental, indirect, or special damages. This limitation of liability does not apply to claims
for infringement of United States patent, copyright, trademark or trade secrets; to claims for personal
injury or damage to property caused by the gross negligence or willful misconduct of the Contractor; to
claims covered by other specific provisions of this Contract calling for liquidated damages; or to court
costs or attorney’s fees awarded by a court in addition to damages after litigation based on this Contract.

2.230 Disclosure Responsibilities
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2.231 Disclosure of Litigation
€)] Disclosure. Contractor must disclose any material criminal litigation, investigations or
proceedings involving the Contractor (and each Subcontractor) or any of its officers or directors or any
litigation, investigations or proceedings under the Sarbanes-Oxley Act. In addition, each Contractor (and
each Subcontractor) must notify the State of any material civil litigation, arbitration or proceeding which
arises during the term of the Contract and extensions, to which Contractor (or, to the extent Contractor is
aware, any Subcontractor) is a party, and which involves: (i) disputes that might reasonably be expected
to adversely affect the viability or financial stability of Contractor or any Subcontractor; or (ii) a claim or
written allegation of fraud against Contractor or, to the extent Contractor is aware, any Subcontractor by a
governmental or public entity arising out of their business dealings with governmental or public entities.
The Contractor must disclose in writing to the Contract Administrator any litigation, investigation,
arbitration or other proceeding (collectively, "Proceeding") within 30 days of its occurrence. Details of
settlements which are prevented from disclosure by the terms of the settlement may be annotated.
Information provided to the State from Contractor’s publicly filed documents referencing its material
litigation will be deemed to satisfy the requirements of this Section.

(b) Assurances. If any Proceeding disclosed to the State under this Section, or of which the State
otherwise becomes aware, during the term of this Contract would cause a reasonable party to be
concerned about:

(i) the ability of Contractor (or a Subcontractor) to continue to perform this Contract
according to its terms and conditions, or
(i) whether Contractor (or a Subcontractor) in performing Services for the State is engaged
in conduct which is similar in nature to conduct alleged in the Proceeding, which conduct would
constitute a breach of this Contract or a violation of Michigan law, regulations or public policy,
then the Contractor must provide the State all reasonable assurances requested by the State to
demonstrate that:
() Contractor and its Subcontractors will be able to continue to perform this Contract and
any Statements of Work according to its terms and conditions, and
(b) Contractor and its Subcontractors have not and will not engage in conduct in
performing the Services which is similar in nature to the conduct alleged in the
Proceeding.

(©) Contractor must make the following notifications in writing:
1) Within 30 days of Contractor becoming aware that a change in its ownership or officers
has occurred, or is certain to occur, or a change that could result in changes in the valuation of its
capitalized assets in the accounting records, Contractor must notify DMB Purch-Ops.
2 Contractor must also notify DMB Purch-Ops within 30 days whenever changes to asset
valuations or any other cost changes have occurred or are certain to occur as a result of a change
in ownership or officers.
3 Contractor must also notify DMB Purch-Ops within 30 days whenever changes to
company affiliations occur.

2.232 _Call Center Disclosure
Contractor and/or all subcontractors involved in the performance of this Contract providing call or contact
center services to the State must disclose the location of its call or contact center services to inbound
callers. Failure to disclose this information is a material breach of this Contract.

2.233 _Bankruptcy
The State may, without prejudice to any other right or remedy, terminate this Contract, in whole or in
part, and, at its option, may take possession of the “Work in Process” and finish the Works in Process by
whatever appropriate method the State may deem expedient if:
(a) the Contractor files for protection under the bankruptcy laws;
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(b) an involuntary petition is filed against the Contractor and not removed within 30 days;

(c) the Contractor becomes insolvent or if a receiver is appointed due to the Contractor's insolvency;
(d) the Contractor makes a general assignment for the benefit of creditors; or

(e) the Contractor or its affiliates are unable to provide reasonable assurances that the Contractor or its
affiliates can deliver the services under this Contract.

Contractor will fix appropriate notices or labels on the Work in Process to indicate ownership by the
State. To the extent reasonably possible, materials and Work in Process must be stored separately from
other stock and marked conspicuously with labels indicating ownership by the State.

2.240 Performance

2.241 Time of Performance
@ Contractor must use commercially reasonable efforts to provide the resources necessary to
complete all Services and Deliverables according to the time schedules contained in the Statements of
Work and other Exhibits governing the work, and with professional quality.
(b) Without limiting the generality of Section 2.241(a), Contractor must notify the State in a timely
manner upon becoming aware of any circumstances that may reasonably be expected to jeopardize the
timely and successful completion of any Deliverables/Services on the scheduled due dates in the latest
State-approved delivery schedule and must inform the State of the projected actual delivery date.
(©) If the Contractor believes that a delay in performance by the State has caused or will cause the
Contractor to be unable to perform its obligations according to specified Contract time periods, the
Contractor must notify the State in a timely manner and must use commercially reasonable efforts to
perform its obligations according to the Contract time periods notwithstanding the State’s failure.
Contractor will not be in default for a delay in performance to the extent the delay is caused by the State.

2.242  Service Level Agreements (SLAS) — Deleted, Not Applicable

2.243 Liquidated Damages
It must be understood and agreed that quality, accuracy, security, accountability and timeliness are of the
essence with respect to this contract. If the Contractor does not properly perform the services required in
this RFP, or the resulting contract, damage to the Lottery will result. The liquidated damage figures herein
represent a good faith effort to quantify the range of harm that could reasonably be anticipated.

For all types of performance failures listed herein, the Lottery shall allow the Contractor to develop and
implement a cure of the defect that is acceptable to the Lottery. If a cure cannot be developed that is
acceptable to the Lottery, then the Lottery, in its sole discretion, may elect to assess liquidated damages
and withhold such damages from scheduled payments to the Contractor.

All assessments of liquidated damages shall be made by the Commissioner. Upon determination that
liquidated damages are to be assessed, the Lottery shall notify the Contractor of the assessment in writing.

Defective or Non-Conforming Tickets

For the purposes of determining non-conforming ticket damages, if a single ticket in any pack(s) fails to
conform to specifications, then the entire pack(s) of tickets shall be deemed to be non-conforming.

If the result of a test or inspection by the Lottery or one of its representatives establishes that any tickets
delivered are not in strict accordance with the quality standards of the contract and the requirements of the
executed game specifications, the Lottery may elect one or more of the following options:

(a) The Contractor, at no additional cost to the Lottery, shall issue an equal number of replacement
tickets for the game or a substitution of the game within a time frame acceptable to the Lottery.

(b) The Contractor shall pay 25% of the retail value for each non-conforming pack yet to be
distributed to a retailer.

59




=
CONTRACT NO. 071B9200112 INSTANT AND VALIDATION PULL-TAB LOTTERY TICKETS ‘

(c) For omitted packs or for packs that contain a misprinted ticket, the Contractor shall pay 25% of
the retail value of each pack plus the full value of any winning tickets the Lottery becomes
obligated to pay as a result of a misprinted, omitted, or otherwise non-conforming ticket that is
distributed to a retailer.

Over-Redemption

(a) If over-redemption occurs, the Contractor shall reimburse the Lottery for all prize liabilities
incurred that are attributable to over-redemption in addition to any damages with respect to the
delivery of non-conforming tickets.

Breach of Security

(&) Up to $10,000 for each person and for each incident where the Contractor fails to preclude
persons who are not authorized by the Commissioner from accessing facilities, equipment and
information utilized in the production of tickets.

(b) Up to $10,000 for each failure to preclude the unauthorized regeneration of ticket data.

(c) Up to $1,000 per day until correctly reported for failure to report a breach of security as detailed
in Sections 1.0708 and 2.090.

Other Qualifying Events

(@) Up to $25,000 for each incident where the Contractor modifies any materials, inks, thicknesses,
processes, packaging, and/or equipment used in manufacturing tickets without the prior, written
approval of the Lottery. Additional liquidated damages of up to $5,000 per day may be assessed
until the unauthorized modification is discontinued and the process is restored to its previous
operating state at the contractor’s expense.

(b) Up to $10,000 for each calendar day for which ticket inventory is not delivered as per the date
specified in the executed game specifications. In no event shall liquidated damages accrue for
more than 45 calendar days, or total more than $450,000 per game. In addition, late delivery may
be considered a material breach of the contract.

(c) Up to $10,000 for each calendar day for which any required game file (validation files, inventory
file) or report (end of production prize structure, shipping documents) is not delivered as per the
date specified in the executed game specifications, or for each calendar date until corrected for
any required game file or report that is received with erroneous or incomplete data.

(d) Up to $500 for each calendar day for which an end of distribution void validation file, test file, or
required report is delivered late.

(e) The Lottery will periodically meet with the Contractor to identify action items for quality
improvement. In the event the Contractor fails to progress on quality action items according to a
schedule determined in concert with the Lottery, the Lottery may assess up to $5,000 per day for
each action item that has not been implemented on its agreed-upon schedule.

(F) The Contractor shall address to the Lottery’s satisfaction all recommendations made as a result of
a system audit as specified in Section 2.114. If audit recommendations are not enacted to the
Lottery’s satisfaction within sixty (60) calendar days of notification, unless specifically exempted
by the Commissioner, the Lottery may assess up to $5,000 at the end of the initial sixty (60) day
period and an additional $5,000 for each subsequent thirty (30) day period, or any portion thereof,
for which the Contractor audit has not been corrected or addressed to the Lottery’s satisfaction.

2.244 Excusable Failure
Neither party will be liable for any default, damage or delay in the performance of its obligations under
the Contract to the extent the default, damage or delay is caused by government regulations or
requirements (executive, legislative, judicial branches, military or otherwise), power failure, electrical
surges or current fluctuations, lightning, earthquake, war, water or other forces of nature or acts of God,
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delays or failures of transportation, equipment shortages, suppliers’ failures, or acts or omissions of
common carriers, fire; riots, civil disorders; strikes or other labor disputes, embargoes; injunctions
(provided the injunction was not issued as a result of any fault or negligence of the party seeking to have
its default or delay excused); or any other cause beyond the reasonable control of a party; provided the
non-performing party and its Subcontractors are without fault in causing the default or delay, and the
default or delay could not have been prevented by reasonable precautions and cannot reasonably be
circumvented by the non-performing party through the use of alternate sources, workaround plans or
other means, including disaster recovery plans.

If a party does not perform its contractual obligations for any of the reasons listed above, the non-
performing party will be excused from any further performance of its affected obligation(s) for as long as
the circumstances prevail. But the party must use commercially reasonable efforts to recommence
performance whenever and to whatever extent possible without delay. A party must promptly notify the
other party in writing immediately after the excusable failure occurs, and also when it abates or ends.

If any of the above-enumerated circumstances substantially prevent, hinder, or delay the Contractor’s
performance of the Services/provision of Deliverables for more than 10 Business Days, and the State
determines that performance is not likely to be resumed within a period of time that is satisfactory to the
State in its reasonable discretion, then at the State’s option: (a) the State may procure the affected
Services/Deliverables from an alternate source, and the State is not be liable for payment for the
unperformed Services/ Deliverables not provided under the Contract for so long as the delay in
performance continues; (b) the State may terminate any portion of the Contract so affected and the
charges payable will be equitably adjusted to reflect those Services/Deliverables terminated; or (c) the
State may terminate the affected Statement of Work without liability to Contractor as of a date specified
by the State in a written notice of termination to the Contractor, except to the extent that the State must
pay for Services/Deliverables provided through the date of termination.

The Contractor will not have the right to any additional payments from the State as a result of any
Excusable Failure occurrence or to payments for Services not rendered/Deliverables not provided as a
result of the Excusable Failure condition. Defaults or delays in performance by Contractor which are
caused by acts or omissions of its Subcontractors will not relieve Contractor of its obligations under the
Contract except to the extent that a Subcontractor is itself subject to an Excusable Failure condition
described above and Contractor cannot reasonably circumvent the effect of the Subcontractor’s default or
delay in performance through the use of alternate sources, workaround plans or other means.

2.250 Approval of Deliverables

2.251 Delivery Responsibilities
Unless otherwise specified by the State within an individual order, the following must be applicable to all
orders issued under this Contract.

(@) Shipment responsibilities - Services performed/Deliverables provided under this Contract must be
delivered “F.0.B. Destination.” The Contractor must have complete responsibility for providing all
Services/Deliverables to all site(s) unless otherwise stated. Actual delivery dates will be specified on the
individual purchase order.

(b) Delivery locations - Services will be performed/Deliverables will be provided at every State of
Michigan location within Michigan unless otherwise stated in the SOW. Specific locations will be
provided by the State or upon issuance of individual purchase orders.

(c) Damage Disputes - At the time of delivery to State Locations, the State or its designated
representative must examine all packages. The quantity of packages delivered must be recorded and any
obvious visible or suspected damage must be noted at time of delivery using the shipper’s delivery
document(s) and appropriate procedures to record the damage.

61




=
CONTRACT NO. 071B9200112 INSTANT AND VALIDATION PULL-TAB LOTTERY TICKETS ‘

2.252 Delivery of Deliverables
Where applicable, the Statements of Work/POs contain lists of the Deliverables to be prepared and
delivered by Contractor including, for each Deliverable, the scheduled delivery date and a designation of
whether the Deliverable is a document (“Written Deliverable”), a good (“Physical Deliverable™) or a
Service. All Deliverables must be completed and delivered for State review and written approval and,
where applicable, installed according to the State-approved delivery schedule and any other applicable
terms and conditions of the Contract.

2.253 Testing
@ Before delivering any of the above-mentioned Statement of Work Physical Deliverables or

Services to the State, Contractor will first perform all required quality assurance activities to verify that
the Physical Deliverable or Service is complete and conforms with its specifications listed in the
applicable Statement of Work or Purchase Order. Before delivering a Physical Deliverable or Service to
the State, Contractor must certify to the State that (1) it has performed the quality assurance activities, (2)
it has performed any applicable testing, (3) it has corrected all material deficiencies discovered during the
quality assurance activities and testing, (4) the Deliverable or Service is in a suitable state of readiness for
the State’s review and approval, and (5) the Deliverable/Service has all Critical Security patches/updates
applied.

(b) If a Deliverable includes installation at a State Location, then Contractor must (1) perform any
applicable testing, (2) correct all material deficiencies discovered during the quality assurance activities
and testing, and (3) inform the State that the Deliverable is in a suitable state of readiness for the State’s
review and approval. To the extent that testing occurs at State Locations, the State is entitled to observe
or otherwise participate in testing.

2.254 Approval of Deliverables, In General
@) All Deliverables (Physical Deliverables and Written Deliverables) and Services require formal
written approval by the State, according to the following procedures. Formal approval by the State
requires the State to confirm in writing that the Deliverable meets its specifications. Formal approval
may include the successful completion of Testing as applicable in Section 2.253, to be led by the State
with the support and assistance of Contractor. The approval process will be facilitated by ongoing
consultation between the parties, inspection of interim and intermediate Deliverables and collaboration on
key decisions.

(b) The State’s obligation to comply with any State Review Period is conditioned on the timely
delivery of Deliverables/Services being reviewed.

©) Before commencement of its review or testing of a Deliverable/Service, the State may inspect the
Deliverable/Service to confirm that all components of the Deliverable/Service have been delivered
without material deficiencies. If the State determines that the Deliverable/Service has material
deficiencies, the State may refuse delivery of the Deliverable/Service without performing any further
inspection or testing of the Deliverable/Service. Otherwise, the review period will be deemed to have
started on the day the State receives the Deliverable or the Service begins, and the State and Contractor
agree that the Deliverable/Service is ready for use and, where applicable, certification by Contractor
according to Section 2.223.

(d) The State will approve in writing a Deliverable/Service after confirming that it conforms to and
performs according to its specifications without material deficiency. The State may, but is not be required
to, conditionally approve in writing a Deliverable/Service that contains material deficiencies if the State
elects to permit Contractor to rectify them post-approval. In any case, Contractor will be responsible for
working diligently to correct within a reasonable time at Contractor’s expense all deficiencies in the
Deliverable/Service that remain outstanding at the time of State approval.

(e) If, after three opportunities (the original and two repeat efforts), the Contractor is unable to
correct all deficiencies preventing Final Acceptance of a Deliverable/Service, the State may: (i) demand
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that the Contractor cure the failure and give the Contractor additional time to cure the failure at the sole
expense of the Contractor; or (ii) keep the Contract in force and do, either itself or through other parties,
whatever the Contractor has failed to do, and recover the difference between the cost to cure the
deficiency and the contract price plus an additional sum equal to 10% of the cost to cure the deficiency to
cover the State’s general expenses provided the State can furnish proof of the general expenses; or (iii)
terminate the particular Statement of Work for default, either in whole or in part by notice to Contractor
provided Contractor is unable to cure the breach. Notwithstanding the foregoing, the State cannot use, as
a basis for exercising its termination rights under this Section, deficiencies discovered in a repeat State
Review Period that could reasonably have been discovered during a prior State Review Period.

()] The State, at any time and in its reasonable discretion, may halt the testing or approval process if
the process reveals deficiencies in or problems with a Deliverable/Service in a sufficient quantity or of a
sufficient severity that renders continuing the process unproductive or unworkable. If that happens, the
State may stop using the Service or return the applicable Deliverable to Contractor for correction and re-
delivery before resuming the testing or approval process.

2.255 Process For Approval of Written Deliverables
The State Review Period for Written Deliverables will be the number of days set forth in the applicable
Statement of Work following delivery of the final version of the Deliverable (and if the Statement of
Work does not state the State Review Period, it is by default five Business Days for Written Deliverables
of 100 pages or less and 10 Business Days for Written Deliverables of more than 100 pages). The
duration of the State Review Periods will be doubled if the State has not had an opportunity to review an
interim draft of the Written Deliverable before its submission to the State. The State agrees to notify
Contractor in writing by the end of the State Review Period either stating that the Deliverable is approved
in the form delivered by Contractor or describing any deficiencies that must be corrected before approval
of the Deliverable (or at the State’s election, after approval of the Deliverable). If the State notifies the
Contractor about deficiencies, the Contractor will correct the described deficiencies and within 30
Business Days resubmit the Deliverable in a form that shows all revisions made to the original version
delivered to the State. Contractor’s correction efforts will be made at no additional charge. Upon receipt
of a corrected Deliverable from Contractor, the State will have a reasonable additional period of time, not
to exceed the length of the original State Review Period, to review the corrected Deliverable to confirm
that the identified deficiencies have been corrected.

2.256 _ Process for Approval of Services
The State Review Period for approval of Services is governed by the applicable Statement of Work (and
if the Statement of Work does not state the State Review Period, it is by default 30 Business Days for
Services). The State agrees to notify the Contractor in writing by the end of the State Review Period
either stating that the Service is approved in the form delivered by the Contractor or describing any
deficiencies that must be corrected before approval of the Services (or at the State’s election, after
approval of the Service). If the State delivers to the Contractor a notice of deficiencies, the Contractor
will correct the described deficiencies and within 30 Business Days resubmit the Service in a form that
shows all revisions made to the original version delivered to the State. The Contractor’s correction efforts
will be made at no additional charge. Upon implementation of a corrected Service from Contractor, the
State will have a reasonable additional period of time, not to exceed the length of the original State
Review Period, to review the corrected Service for conformity and that the identified deficiencies have
been corrected.

2.257 _Process for Approval of Physical Deliverables
The State Review Period for approval of Physical Deliverables is governed by the applicable Statement of
Work (and if the Statement of Work does not state the State Review Period, it is by default 30 continuous
Business Days for a Physical Deliverable). The State agrees to notify the Contractor in writing by the end
of the State Review Period either stating that the Deliverable is approved in the form delivered by the
Contractor or describing any deficiencies that must be corrected before approval of the Deliverable (or at
the State’s election, after approval of the Deliverable). If the State delivers to the Contractor a notice of
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deficiencies, the Contractor will correct the described deficiencies and within 30 Business Days resubmit
the Deliverable in a form that shows all revisions made to the original version delivered to the State. The
Contractor’s correction efforts will be made at no additional charge. Upon receipt of a corrected
Deliverable from the Contractor, the State will have a reasonable additional period of time, not to exceed
the length of the original State Review Period, to review the corrected Deliverable to confirm that the
identified deficiencies have been corrected.

2.258 Final Acceptance
Unless otherwise stated in the Article 1, Statement of Work or Purchase Order, “Final Acceptance” of
each Deliverable must occur when each Deliverable/Service has been approved by the State following the
State Review Periods identified in Sections 2.251-2.257. Payment will be made for Deliverables installed
and accepted. Upon acceptance of a Service, the State will pay for all Services provided during the State
Review Period that conformed to the acceptance criteria.

2.260 Ownership

2.261 Ownership of Work Product by State
The State owns all Deliverables as they are works made for hire by the Contractor for the State. The State
owns all United States and international copyrights, trademarks, patents or other proprietary rights in the
Deliverables.

2.262 Vesting of Rights
With the sole exception of any preexisting licensed works identified in the SOW, the Contractor assigns,
and upon creation of each Deliverable automatically assigns, to the State, ownership of all United States
and international copyrights, trademarks, patents, or other proprietary rights in each and every
Deliverable, whether or not registered by the Contractor, insofar as any the Deliverable, by operation of
law, may not be considered work made for hire by the Contractor for the State. From time to time upon
the State’s request, the Contractor must confirm the assignment by execution and delivery of the
assignments, confirmations of assignment, or other written instruments as the State may request. The
State may obtain and hold in its own name all copyright, trademark, and patent registrations and other
evidence of rights that may be available for Deliverables.

2.263 _Rights in Data
@) The State is the owner of all data made available by the State to the Contractor or its agents,
Subcontractors or representatives under the Contract. The Contractor will not use the State’s data for any
purpose other than providing the Services, nor will any part of the State’s data be disclosed, sold,
assigned, leased or otherwise disposed of to the general public or to specific third parties or commercially
exploited by or on behalf of the Contractor. No employees of the Contractor, other than those on a
strictly need-to-know basis, have access to the State’s data. Contractor will not possess or assert any lien
or other right against the State’s data. Without limiting the generality of this Section, the Contractor must
only use personally identifiable information (i.e., social security number, driver’s license number) as
strictly necessary to provide the Services and must disclose the information only to its employees who
have a strict need-to-know the information. The Contractor must comply at all times with all laws and
regulations applicable to the personally identifiable information.
(b) The State is the owner of all State-specific data under the Contract. The State may use the data
provided by the Contractor for any purpose. The State will not possess or assert any lien or other right
against the Contractor’s data. Without limiting the generality of this Section, the State may use
personally identifiable information only as strictly necessary to utilize the Services and must disclose the
information only to its employees who have a strict need to know the information, except as provided by
law. The State must comply at all times with all laws and regulations applicable to the personally
identifiable information. Other material developed and provided to the State remains the State’s sole and
exclusive property.
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2.264 Ownership of Materials
The State and the Contractor will continue to own their respective proprietary technologies, patents,
copywrites, etc. developed before entering into the Contract. Any hardware bought through the
Contractor by the State, and paid for by the State, will be owned by the State. Any software licensed
through the Contractor and sold to the State, will be licensed directly to the State.

2.270 State Standards

2.271 Existing Technology Standards
The Contractor will adhere to all existing standards as described within the comprehensive listing of the
State’s existing technology standards at http://www.michigan.gov/dit.

2.272 Acceptable Use Policy
To the extent that Contractor has access to the State computer system, Contractor must comply with the
State’s Acceptable Use Policy, See http://www.michigan.gov/dit All Contractor employees must be
required, in writing, to agree to the State’s Acceptable Use Policy before accessing the State system. The
State reserves the right to terminate Contractor’s access to the State system if a violation occurs.

2.273 Systems Changes
Contractor is not responsible for and not authorized to make changes to any State systems without written
authorization from the Project Manager. Any changes Contractor makes to State systems with the State’s
approval must be done according to applicable State procedures, including security, access and
configuration management procedures.

2.280 Extended Purchasing- Deleted, Not Applicable

2.282 State Employee Purchases — Deleted, Not Applicable

2.290 Environmental Provision

2.291 Environmental Provision
Environmental Purchasing Policy — The State of Michigan is committed to encouraging the use of
products and services that impact the environment less than competing products. The State is
accomplishing this by including environmental considerations in purchasing decisions, while remaining
fiscally responsible, to promote practices that improve worker health, conserve natural resources, and
prevent pollution. Environmental components that are to be considered include: recycled content and
recyclability; energy efficiency; and the presence of undesirable materials in the products, especially
those toxic chemicals which are persistent and bioaccumulative. The Contractor should be able to supply
products containing recycled and environmentally preferable materials that meet performance
requirements and is encouraged to offer such products throughout the duration of this Contract.
Information on any relevant third party certification (such as Green Seal, Energy Star, etc.) should also be
provided.

Environmental Performance:

Waste Reduction Program - Contractor shall establish a program to promote cost-effective waste
reduction in all operations and facilities covered by this contract. The Contractor's programs shall comply
with applicable Federal, State, and local requirements, specifically including Section 6002 of the
Resource Conservation and Recovery Act (42 U.S.C. 6962, et seq.).

2.292 Testimony in Legal Actions
If the testimony of the Contractor is required in any criminal, civil, or administrative action involving the
Lottery’s ticket games, the Contractor shall provide, at no expense to the Lottery, the State of Michigan,
or the prosecuting attorney, all persons and materials necessary to present such testimony or evidence.
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Appendix A

IT SECURITY POLICIES
In Support of Michigan Lottery Business and Information

1. Every user that supports Michigan Lottery (Lottery) business functions shall have a user-1D that
uniquely identifies that user. The unique user-ID shall be used as the user’s identifier in every
Lottery information system accessed.

2. Lottery user identifications must be used only by the assigned user.

3. All information processing and transmittal actions shall be traceable to an individual and unique user-
ID.

4. Appropriate use of any approved authentication mechanism is required. Creating unauthorized links
to other systems, bypassing authentication mechanisms, circumventing data access control procedures
or otherwise jeopardizing the security of any component within the Lottery or State of Michigan
networks is prohibited.

5. Privacy of any authentication mechanism, method, or procedure shall be maintained. Any personal
identification number (PIN), password, or other secret identifier that is used for authentication shall
not be shared with any other user (except initial or reset passwords), posted on any machine or
hardware token, or made obvious to any other person.

6. The Contractor shall comply with Lottery password complexity rules:
a. All passwords must have a minimum of eight (8) characters. If the system cannot accommodate
eight characters, the maximum number of characters the system allows shall be used.
b. All user-chosen passwords will begin and end with an alphabetic character. The alphabetic
characters used in a password must include upper and lower case (e.g., a-z, A-Z).
c. At least one numeric or special character must be included within the password (e.g., 0-9 and/or
|@#$%"N&* ()_+|~-=\"{ } 1:";'<>?,.)).

7. Login to any Lottery information system requires the user to authenticate via approved authentication
method (e.g., strong password, biometric authentication).

8. All user-level and system-level passwords for Lottery systems shall be changed at least every ninety
(90) days. For critical or sensitive resources, the change interval shall be at least every sixty (60)
days.

9. Default credentials (usernames and passwords) in network equipment (e.g., routers, switches,
appliances) shall be changed prior to implementation. Passwords must comply with Lottery password
complexity rules (see #6 above).

10. Passwords shall be maintained in unreadable format (e.g., encrypted, hash function) when held in
electronic storage for any significant period of time.

11. Application passwords shall not be stored in clear text or any reversible form within application code.
12. Passwords for Lottery systems that are assigned to Contractor users must be distributed in a discreet

manner. The user shall change an initial or reset password upon first login to a computer system
storing Lottery information.
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13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

Data owned, used, created, or maintained for the Bureau of State Lottery shall be classified into one

of the following three (3) categories:

a. Public - applies to information that is available to the general public and may be intended for
distribution outside the Bureau of State Lottery.

b. Official Use Only — applies to sensitive information that must be guarded due to proprietary,
ethical, or privacy considerations. Official Use Only data is information that is intended for
internal use to Lottery employees or business partners who have a legitimate purpose for
accessing such data.

c. Confidential — applies to information that is protected by statutes, regulations, Lottery policies or
contractual language.

Data that falls under the categories of: accounting information, social security numbers, credit card
numbers, Federal Employer Identification Numbers, bank account information, player/winner
identifying or personal information, security vulnerabilities, security algorithms, ticket randomization
information, passwords/PINSs, ticket control numbers, ticket validation information, or any
information that may disclose the location of winning tickets, shall default to a Confidential
classification.

Each sensitivity classification shall have separate handling requirements and procedures for how that
data is accessed, used, and destroyed.

Information shall be consistently protected according to its classification throughout its life cycle,
from its origination to its destruction.

Information shall be protected in a manner commensurate with its sensitivity, regardless of where it
resides, what form it takes, what technology is used to handle it, or what purpose(s) it serves.
Appropriate access control measures shall be used to protect and keep private any confidential or
personal identifying information.

The Contractor is responsible for the security of any computer account set up to access Lottery
information and shall be held accountable for any activity that takes place in these accounts. Any
discovered incident or attempted violation of system security must be reported immediately to the
Lottery IT Security Officer.

Lottery information that has been designated as Confidential shall not be removed or transmitted from
the Contractor work premises without written permission from the Lottery IT Security Officer.

All Contractor users that have Lottery information on any mobile device (e.g., laptop, PDA) are
required to protect IT equipment in their possession from theft or information disclosure.
Confidential information on mobile devices must be encrypted.

Any person connected to the Lottery computer system shall not leave their computer (PC),
workstation, or terminal unattended without first logging-out or locking the workstation. Computer
systems accessing Lottery information shall not be unattended without activated access controls.

Access granted to Lottery information systems shall be subject to verification of a person, machine, or
software identity credentials.

Users of the Contractor shall not attempt to obtain access to systems that house Lottery information
for which proper authorization has not been granted.

The computer and data communications system privileges of all Contractor users, system services,
and programs that support the Lottery shall be restricted based on the least privileged security
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principle that grants access to systems based on only those rights necessary to perform Lottery work
assignments and job functions

25. Review and revision of authorizations shall occur whenever personnel, position description, or
business responsibility changes take place and an audit trail shall be produced. Access to Lottery
information or information resources shall be managed, controlled, and periodically reviewed and
audited to ensure only authorized users or systems gain access based on the specific privileges
granted.

26. Privileges shall be established such that system users are not able to modify Lottery production data
or business processes in an unrestricted manner. Modifications to production data or business
processes require a controlled process approved by Lottery management.

27. Lottery’s management reserves the right to revoke the privileges of any Contractor user at any time if
conduct interferes with the normal and proper operation of Lottery’s information systems.

28. Access to Lottery information or information resources shall be protected through appropriate access
controls commensurate with the criticality or confidentiality associated with that resource.

29. All Lottery information system privileges shall be promptly terminated, not to exceed 12 hours, from
the time that a worker ceases to provide services to the Lottery. Contractor users that have privileged
access (e.g., administrators) shall be immediately terminated at the time that a worker ceases to
provide services to the Lottery.

30. Lottery information systems shall be sufficiently secured and configured to prevent unauthorized
access to information, applications, utilities, operating system files, or any other information resource.

31. All server resident files and databases for the Lottery computer information systems shall be backed
up according to an approved and documented backup and file retention schedule.

32. Backup files shall be tested periodically to ensure reliability and functionality. Confidential data on
backup files must be encrypted.

33. File and database back-ups shall be rotated to a secure off-site location on a scheduled basis.
34. A disaster recovery plan shall be developed and maintained that ensures that the computing
infrastructure which supports critical business activities will be restored in accordance with the

requirements of Lottery business functions and legal mandates.

35. Disaster recovery plans shall be analyzed on an ongoing basis to ensure alignment with Lottery’s
current business objectives and requirements.

36. Disaster recovery plans shall be tested at least semi-annually. Testing standards and objectives shall
be developed for testing the disaster recovery plans. The test results shall be documented and
provided to the Lottery. The disaster recovery plan shall be updated as needed.

37. Lottery data that is designated as “confidential” (e.g., SSN, FEIN, credit card numbers, etc.) shall be
sent in encrypted format and digitally signed when transmitted across public network (e.g., Internet)
or via wireless transmission (e.g., VSAT).

38. Lottery data that is designated as “confidential” shall be stored in encrypted format when it resides on
a laptop computer or any mobile device.

39. Encryption strength shall be a minimum of 128-bit.
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40.

41.

42.

43.

44,

45.

Encryption keys that are used to encrypt other keys shall not be used to encrypt data. Data encryption
keys and key encryption keys shall be kept separate and both shall be stored in encrypted form. The
encryption of keys shall be performed with a stronger algorithm than is used to encrypt other sensitive
data protected by encryption.

Proven, standard algorithms shall be used as the basis for encryption technologies and proven,
standard message digest hash algorithms shall be used as the basis for creating and verifying a digital
signature or file integrity.

IT security functionality shall be developed in conjunction with all other system functionality.
Security requirements must be considered and addressed in all phases of development (including
system modification) or acquisition of new information processing systems.

The identification of vulnerabilities and the selection and implementation of safeguards shall continue
as a Lottery system progresses through the phases of the life cycle, including after the system has
been released into production. If changes are made to a Lottery application or system that affects the
types of security controls that are needed, then the security controls shall be updated to mitigate any
risks identified.

Effective and appropriate change management controls (e.g., SEI CMMI) shall be used through all
phases of the development life cycle.

Risk assessments of gaming and IT systems supporting Lottery (e.g., hardware, software, firmware)

must be conducted annually to identify potential security threats to those resources and appropriate
safeguards must be put in place to protect those resources.

69




=
CONTRACT NO. 071B9200112 INSTANT AND VALIDATION PULL-TAB LOTTERY TICKETS ‘

IT SECURITY GLOSSARY of TERMS

Access Control(s) are mechanisms (logical and physical) to prevent unauthorized access to
information, applications, utilities, operating system files, or any other information resource.

Account is a combination of a username and password that allows the user to log on to a network,
computer system, or application.

Administrative User is a user with higher privileges assigned to supervise all or a portion of an
application/system.

Algorithm is a step-by-step standardized procedure. It is generally a recursive computational
procedure for solving a problem in a finite number of steps.

Audit Trail is a chronological record of system activities that is sufficient to enable the
reconstruction, reviewing and examination of the sequence of environments and activities
surrounding or leading to an operation, a procedure, or an event in a transaction from its inception to
final results.

Authenticate is to verify the identity of a user, device, or other entity in a computer system, often as
a prerequisite to allowing access to resources in a system. (2) To verify the integrity of data that have
been stored, transmitted, or otherwise exposed to possible unauthorized modification.
Authenticated User is a user who has accessed an application/system with a valid identifier and
authentication combination.

Authorization is the granting of access rights to a user, program, or process.

Biometric devices are security devices that verify personal characteristics such as fingerprints, hand
size, signatures, voiceprints, or iris identification for authentication to the access control system.

Data is information with a specific physical representation. Data can exist in a variety of forms -- as
numbers or text on pieces of paper, as bits and bytes stored in electronic computer memory, or as
facts stored in a person's mind.

Data Integrity is the property that data meet an a priori expectation of quality.

Data Owner is usually a member of senior management of an organization that is ultimately
responsible for ensuring the protection and use of the organization’s data.

Development Life Cycle is a formal process to ensure that projects are developed in a consistent and
uniform manner. The process generally includes five main phases: analysis, design, development,
implementation, and maintenance.

Digital Signature is an encrypted message digest which is appended to a plaintext or encrypted
message to verify the identity of the sender. The signature is encrypted with the user's private key and
can only be decrypted with the corresponding public key.

Disaster Recovery (DR) is a coordinated activity to enable the recovery of 1T/business systems due
to a disruption. DR can be achieved by restoring IT/business operations at an alternate location,
recovering IT/business operations using alternate equipment, and/or performing some or all of the
affected business processes using manual methods.
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Encryption is the transformation of plaintext (also called cleartext or that which is in an
understandable format) into ciphertext (unreadable format). Encryption is accomplished using an
algorithm (set of mathematical functions) and an encryption “key” (secret sequence of bits and
instructions).

Hardware are the physical or mechanical devices that comprise a computer system, such as the
central processing unit, monitor, keyboard, and mouse, as well as other equipment like printers and
speakers. The physical components of a computing system, as contrasted to software -- the logical
instructions that manipulate the hardware and work on the data.

Incident is an event that has caused or has the potential to cause damage to an organization’s
business systems, facilities, or personnel. This includes unauthorized disclosure of confidential
information.

Least Privilege This principle requires that each subject in a system be granted the most restrictive
set of privileges (or lowest clearance) needed for the performance of authorized tasks. The application
of this principle limits the damage that can result from accident, error, or unauthorized use.

Message Digest Hash is a checksum confirming that the information has remained unchanged by
computing a hash algorithm with the information after it is received. A hash function is a one-way
operation changing any length of information string into a shorter one with a fixed length so that no
two strings of information result in the same hash value. The resulting hash value is then compared to
the hash value sent with the information. If the two values match, this result suggests that the
information has not been changed; therefore, its integrity may be trusted.

Risk Assessment/Analysis is a method of identifying risks and determining the possible damage that
could be caused in order to justify security safeguards. The 3 main goals are: identify risks, quantify
the impact of the potential threats and provide an economic balance between the impact of risk and
the cost of the safeguard.

Safeguard is a countermeasure that operates as a protection mechanism to a threat.

Software is any data, information, designs, or ideas, which were, are, or will become, computer files,
programs, systems of programs, or related input or output data. It may be recorded in any form,
including electronically, magnetically, optically, or on paper, and may or may not be located inside a
computer system

Unauthorized access is gaining access into any computer, network, storage medium, system,

program, file, user area, or other private repository, without the express permission of the owner.
Unauthorized access is the same as theft.
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Attachment A, Price - PART 1
COMPONENT A - PRICING GRID - INSTANT TICKETS

1. BASE TICKET PRICING

The matrix below provides the cost per thousand tickets on 10 point foil stock. Base price includes
any all required elements, goods and services described in this Contract that are not Specified
Options as referenced in this Contract. Quantities greater than 40 million and intermediate quantities
will be determined by interpolation.

TICKET SIZE -TYPICAL BOOK SIZE

2.0" X 325"x | 3.25"x

3.8” 4.0” 447 |38"x40" |38 x44”

Quantity in 250 150 tickets | 150 tickets | 150 tickets | 150 tickets

Millions tickets

05-09 $53.03 | $59.43 | $60.89 | $61.90 | $63.61
1-13 $31.03 $37.43 $38.89 $39.90 $41.61
2-29 $20.03 | $26.43 | $27.89 | $28.90 | $30.61
3-39 $16.36 $22.76 $24.22 $23.33 $26.94
4-49 $14.06 $20.93 $22.39 $21.50 $25.11
5-59 $12.48 $19.83 $21.29 $21.16 $24.01
6-6.9 $11.75 | $19.09 | $2055 | $20.90 | $23.28
=19 $11.46 | $1857 | $20.03 | $2057 | $22.75
8-89 $11.31 | $18.18 | $19.64 | $2037 | $22.36
9-99 $11.19 | $17.87 | $19.33 | $2025 | $22.05
10-14.9 $11.09 | $1763 | $19.09 | $19.15 | $21.81
15-19.9 $1050 | $16.89 | $18.35 | $18.89 | $21.08
20-24.9 $10.13 | $1653 | $17.99 | $1872 | $20.71
25-29.9 $9.91 $16.31 | $17.77 | $1863 | $20.49
30-34.9 $9.76 $16.16 | $17.62 | $1854 | $20.34
35-40 $9.66 $16.05 $17.52 $18.47 $20.24
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8.0” x
3.8" x5.5” 3.8" x7.33” 3.8711.0” 8.0”
Quantity 200 150
in . 100 tickets . 50 tickets | 50 tickets | 20 tickets | 20 tickets
Millions tickets tickets

05-09 | ¢6550 | $66.10 | $76.14 | $77.74 | $93.43 | $97.03 | $122.00

1-19 $43.50 $44.10 $50.65 $52.25 $66.20 $69.80 | $100.00

2-2.9 $32.50 $33.10 $39.65 $41.25 $55.20 $58.80 $89.00

3-3.9 $28.83 $29.43 $35.99 $37.59 $54.15 $57.75 $85.33

4-4.9 $27.00 $27.60 $35.37 $36.97 $53.62 $57.22 $83.50

5-5.9 $25.90 $26.50 $34.97 $36.57 $53.04 $56.64 $82.40

6-6.9 $25.17 $25.77 $34.58 $36.18 $52.57 $56.17 $81.67

7-179 $24.64 $25.24 $34.41 $36.01 $52.31 $55.91 $81.14

8-89 $24.25 $24.85 $34.19 $35.79 $52.18 $55.78 $80.75

9-9.9 $23.94 $24.54 $34.06 $35.66 $51.87 $55.47 $80.44

10-14.9 | ¢23.70 $24.30 $33.99 $35.59 $51.63 $55.23 $80.20

15-199 | ¢2207 | $2357 | $33.60 | $3520 | $50.89 | $54.49 | $79.47

20-249 | $2260 | $2320 | $3324 | $34.84 | $5053 | $54.13 | $79.10

25-299 | ¢22.38 $22.98 $33.02 $34.62 $50.31 $53.91 $78.88

30-349 | $2223 | $22.83 | $32.87 | $34.47 | $50.16 | $53.76 | $78.73

35-40 | ¢22.13 $22.73 $32.76 $34.36 $50.05 $53.65 $78.63

Discount per thousand tickets for Reprinted Games: $4,000 per Game
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SPECIFIED OPTIONS

The Lottery may elect to use the following optional items on selected instant games.

NOTE: Prices listed below are in addition to, not in lieu of, the base price for tickets.

Item | Unit Description Unit Price
1 1,000 4-Color Process on White $0.05 per 1000
tickets
2 1,000 Additional Offset Color to Ticket Front $0.05 per
Cost per thousand tickets to add one additional offset color square inch of
on the front of the ticket (total of six offset colors). ticket per
1000 tickets
3 1,000 Additional Offset Color to Ticket Back $0.05 per
Cost per thousand tickets to add one additional offset color square inch of
on the back of the ticket (total of two back offset colors). ticket per
1000 tickets
4 1,000 Reduction for One Less Offset Color $0.02 per
Reduction in pricing for using one less offset color on the square inch of
front of the ticket. ticket per
1000 tickets
5 1,000 4-Color Overprint $0.17 per
Cost per thousand tickets to print 4-color process over the square inch of
game data on the front of the ticket. ticket per
1000 tickets
6 1,000 Additional Overprint Color $0.05 per
Cost per thousand tickets to add one additional visible square inch of
overprint color on the front of the ticket (total of four visible | ticket per
overprint colors). 1000 tickets
7 1,000 Full-Bleed Display Printing $0.04 per
square inch of
ticket per
1000 tickets
8 1,000 Dual Color Imaging $5,000 per
Cost per thousand tickets to provide a second color in the game plus
data imaging process (total of two imaged colors). $0.30 per
square inch of
ticket per
1000 tickets
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9 Scene Scene Change $1,500 per
Cost per scene to vary the display printing from ticket to additional
ticket in a repetitive pattern within a game. scene

10 1,000 Marking System $0.23 per
Cost per thousand tickets to apply marking system square inch of
compatible with Bingo and Cashword style games. ticket per

1000 tickets

11 1,000 Die Cut Tickets $5,000 per

Cost per thousand tickets for a die-cut ticket. game plus
$0.30 per
square inch of
ticket per
1000 tickets

12 1,000 Color Pulse $3,500 for one
Cost per thousand tickets to color-pulse a game, i.e. to color change
change the background colors for portions of the same game. $7.000 for

¢ One color change two color
e Two color changes changes

13 1,000 Recyclable Paper Stock Deduct $0.05

Cost to print on a secure recyclable paper stock versus foil. per square inch
of ticket per
1000 tickets

14 1,000 Tinted Varnish $0.03 per
Cost per thousand tickets to apply a base coat of tinted square inch of
varnish to the play area of the ticket. ticket per

1000 tickets

15 Day Accelerated Delivery
Charge per day for accelerating a game delivery schedule $5,000 per day
previously agreed to in executed game specifications.

16 1,000 Retailer Game Prices to be
Cost per thousand tickets to produce and insert a retailer determined
game play card in each book of tickets for a game. based on final

specifications

17 1,000 Scoring (no fold) $1.95 per 1000

tickets

18 1,000 Stub Tickets (without imaging)

$0.25 per 1000
tickets
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19

1,000

Stub Tickets (with imaging)

$1,000 per
game plus
$0.25 per 1000
tickets

20

1,000

Metallic Inks

$0.25 per
square inch of
ticket per
1000 tickets

21

1,000

Florescent Inks

$0.12 per
square inch of
ticket per
1000 tickets

22

1,000

Scented Tickets

$4,000 per
game plus
$0.05 per
square inch of
ticket per
1000 tickets

23

1,000

Pouched Tickets

Prices to be
determined
based on final
specifications

24

1,000

Holographic Ticket Stock

$20,000 per
game plus
$2.00 per
square inch of
ticket per
1000 tickets

25

Merchandising Proposal (Reference page 342 of the
Instant Ticket Marketing Plan Binder)

PBL will recruit, train and manage full time sales and
merchandising professionals to be deployed in the Michigan
market place. These individuals will be charged with
ensuring that Michigan Lottery products are presented at
retail so as to maximize their impact and sales for the
Lottery. PBL’s Merchandising Proposal is described in
detail on page 342 of the Instant Ticket Marketing Plan
Binder.

PBL recommends the deployment of 30 sales and
merchandising professionals. We recognize that this number
may change based upon final consultation with Lottery.

Price:
$834,500* per
every 10 sales
and marketing
experts plus
annual CPI
adjustment.
(see note)
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Therefore we submit a cost for this option based on
deploying such personnel in groups of 10 people.

It should be noted that this cost is based on recruiting skilled
individuals at a budget of $50,000 annual salary per person
plus full benefits.

* Note:

Price will adjust up or down according to the salaries
mutually agreed upon by Pollard Banknote and the Michigan
Lottery.
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ADDITIONAL OPTIONS (NON-SPECIFED)

NOTE: Prices listed below are in addition to, not in lieu of, the base price for tickets.

ltem

Unit

Description

Unit Price

1

1,000

RefleXions Foil Stock

$0.75 per
square inch of
ticket per
1000 tickets

1,000

Scratch FX - Silver Foil

$3,000 per
game plus
$1.10 per
square inch of
ticket per
1000 tickets

1,000

Scratch FX — Holographic Foil

$5,000 per
game plus
$1.55 per
square inch of
ticket per
1000 tickets

1,000

Scratch FX — Colored Foil

Prices to be
determined
based on final
specifications

1,000

All Flexo Printing

$0.25 per
square inch of
ticket per
1000 tickets

1,000

Scored and Folded Tickets
Tickets will be scored and folded along the score and perforation
in an alternating sequence.

$5,000 per
game plus
$1.50 per
square inch of
ticket per
1000 tickets

1,000

Extended Imaging

The basic ticket price assumes that the positioning of the imaged
areas of the ticket will allow production on a web size of at least
19 inches wide. The price differential, applied to the ticket price,
for production requirements which limit the web size to less than

No Charge
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19 inches is as follows:

Per
Hour

Complicated Game Programming

Add $150 per
hour

1,000

Alternate Book Sizes

Pricing in the table below is based on a move from the starting book size to the
corresponding alternate book size and is per thousand tickets.

Starting Book Size

Book Size 250

200

150

50

20

300 ($0.08)

($0.20)

($0.40)

($2.00)

($5.60)

Alternate 200 $0.12

$0.00

($0.20)

($1.80)

($5.40)

Book Size 100 $0.72

$0.60

$0.40

($1.20)

($4.80)

50 $1.92

$1.80

$1.60

$0.00

($3.60)

30 $3.52

$3.40

$3.20

$1.60

($2.00)

10

1,000

Inserts - Custom

Prices to be
determined
based on final
specifications

11

1,000

Fusion Games — Double Play

Prices to be
determined
based on final
specifications

12

1,000

Fusion Games — Action Pack

Prices to be
determined
based on final
specifications

13

1,000

Fusion Games — Pull-Tab Plus

Prices to be
determined
based on final
specifications

14

1,000

Barcode Under Latex

Prices to be
determined
based on final
specifications
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15

1,000

Licensed and Proprietary

15.1

Grease

Prices to be
determined
based on final
specifications

15.2

Dean Martin

Prices to be
determined
based on final
specifications

15.3

Z0rro

Prices to be
determined
based on final
specifications

154

Airstream

Prices to be
determined
based on final
specifications

155

Dubble Bubble

Prices to be
determined
based on final
specifications

15.6

Mr. Bean™

Prices to be
determined
based on final
specifications

15.8

Kawasaki

Prices to be
determined
based on final
specifications

15.9

Iron Chef America™

Prices to be
determined
based on final
specifications

15.10

It’s a Wonderful Life

Prices to be
determined
based on final
specifications
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15.11

1 vs 100

Prices to be
determined
based on final
specifications

15.12

MGM

Prices to be
determined
based on final
specifications

15.13

Laurel & Hardy

Prices to be
determined
based on final
specifications

15.14

Cadillac Vehicles

Prices to be
determined
based on final
specifications

15.15

Cadillac Escalade

Prices to be
determined
based on final
specifications

15.16

Keith Kimberlin - Artist

Prices to be
determined
based on final
specifications

15.17

Ultimate Getaway Games

Prices to be
determined
based on final
specifications

15.18

Royal Caribbean Cruise Getaways

Prices to be
determined
based on final
specifications

16

Market Research

16.1

Street Teams

Pollard personnel assigned to specific Michigan Lottery events
and promotions. Street Teams are responsible for promoting the
Lottery’s products. Page 346 of the Instant Ticket Marketing
Plan

No Charge
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Web-Based Promotions

Page 322 of the Instant Ticket Marketing Plan

16.2 . . Prices t
6 Page 347 of the Instant Ticket Marketing Plan derzlt((:e?fni(r)]:c;a
based on final
specifications
Online/Instant Cross Promotions .
16. . . P
63 Page 348 of the Instant Ticket Marketing Plan q ;It‘é?fnticr’] fg
based on final
specifications
PDA-Based Promotions .
16.4 . . P
6 Page 349 of the Instant Ticket Marketing Plan q ;It‘é?fnticr’] fg
based on final
specifications

165 Jan Kessinger Presentation at Michigan Lottery Annual

' Sales Conference No Charge
Page 126 of the Instant Ticket Marketing Plan
Jan Kessinger Retailer Development Training .

16.6 Page 126 of the Instant Ticket Marketing P ggltgerzrsnti(r)]eb(j)
based on final
specifications

Jan Kessinger Sales Representative Training .

16.7 Page 343 of the Instant Ticket Marketing Plan s:tgerzrsnﬁ ebde
based on final
specifications

16.8 Secondary Research Studies

REggggglEl)é?’EDY BRIEF DESCRIPTION COST
Provide quarterly sales reports that
include weekly sales of all instant
Instant Game Sales games. This review |.ncludes.week_ly No
. indexes, sales analysis by price point,
Analysis T Charge
core game sales trend analysis, price
point sales vs. quantity of games in
distribution, and more.
Study seasonal trends in Michigan to
Seasonality Analvsis gain insight into strategies aimed at No
y y strengthening sales during the slower | Charge
summer months.
Optimal Combinations of Using statistical ana_IySIS of hlsto_rlcal No
Launches sal_es data to determine which price Charge
points should be launched together for
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maximum impact.

Analyze which themes/play styles

the Michigan Lottery may wish to
consider.

Instant Ticket Themes and ) No
Plav Stvles Analvsis have performed higher or lower than Charge
y oy y average at each price point. g
Identify the combination of ticket No
Effects of Ticket Attributes | attributes that are most likely to Charge
produce high-performing tickets. g
Use historical sales information to No
Sales Forecasting forecast sales of individual games, as Charge
well as total sales for the FY. g
Second Chance Drawing Profile the geographic lnformatlo_n of No
i lottery players who have entered into
Profile . Charge
second-chance drawings.
Identify which geographic location,
. . store type, and store names perform
Retail S_tore Location significantly higher/lower in instant No
Analysis > i Charge
sales, and provide suggestions for
locations of new stores.
Determine optimal number of
Optimize Product Plan for launches, tickets, price points, and No
FY themes by analyzing historical sales, Charge
patterns, seasonality, and trends.
Create presentations showing current
Instant Game Trends industry trends, such as the success of | No
high-priced tickets, and what the Charge
future holds for these games.
Compare the Lottery’s strategies No
Industry Best Practices against top-10 U.S. lotteries in sales Charae
per capita. g
Create a list of the top-selling games
ol Bk Top | 975 0T e 00,5 Joteris b |
Selling Games price p g Charge

16.9

Geo-Demographic Analysis

Pollard Banknote prepared — No Charge

Pollard Banknote/Environics collaboration - Prices to be
determined based on final specifications

Page 323 of the Instant Ticket Marketing Plan
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Retail Channel Survey

16.10 Page 324 of the Instant Ticket Marketing Plan No Charge
Retailer Web-based Research .
16.11 ! . Prices to be
Page 325 of the Instant Ticket Marketing Plan determined
based on final
specifications
16.12 Quantitative Web-baseq Instant Ga_me Testing Research Prices to be
Page 326 of the Instant Ticket Marketing Plan determined
based on final
specifications
5000 Player Advisory Panel .
16.13 . . Prices to be
Page 327 of the Instant Ticket Marketing Plan determined
based on final
specifications
Segmentation Study .
16.14 . . Prices to be
Page 329 of the Instant Ticket Marketing Plan determined
based on final
specifications
16.15 Quarterly Tracking Stu_dy _ Prices to be
Page 331 of the Instant Ticket Marketing Plan determined
based on final
specifications
16.16 Qualitative Focus Grou_p Instant Ggme Testing Research Prices to be
Page 333 of the Instant Ticket Marketing Plan determined
based on final
specifications
EVA-Based Sales Forecasting Simulator .
16.17 ) . Prices to be
Page 334 of the Instant Ticket Marketing Plan determined
based on final
specifications
Lottery Retailer Advisory E-panel .
16.18 Page 336 of the Instant Ticket Marketing Plan sgltg?fntlﬁ eb;

based on final
specifications
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Attachment A, Price Proposal - PART 2
COMPONENT B - VALIDATION PULL TABS

1. BASE TICKET PRICING

The matrix below provides the cost per thousand tickets on recycled paper stock. Base price includes
any all required elements, goods and services described in this Contract. Quantities greater than 6
million and intermediate quantities will be determined by interpolation.

TICKET SIZE
Other sizes
2-5/8” x 1- 4-1/4" x 1- and/or
_ 718” 718" specialty
_Quantity Upto3 Upto5 games
in Millions | indows windows (include
samples)
01-19 $28.85 $32.00 N.A.
2-39 $16.35 $19.50 N.A.
4-6 $12.60 $15.75 N.A.

Notes:

1) The above pricing is based on barcode style “SAMPLE B” as marked in our proposal. This
validation technique is a proven successful and secure alternative that we currently manufacture and
have success with. In addition, we will manufacture this bar-coded, cross redeemable pull tab using
the Michigan Lottery’s preferred PDF 417 barcode. This alternate method is a much more cost
efficient means for bar-coding Michigan Lottery tickets and a proven secure alternative that provides
for a cross redeemable pull tab with online validation.

2) Pricing includes sequential ticket numbering with no omissions. All tickets will be numbered
from 001 through to the end of the deal size. However, for security reasons, the tickets will not be
located within the deal box sequentially. We would be happy to speak further to the lottery on this
and provide reasons and alternatives at the lottery’s request.

3) Above pricing is based on new games. For reorders, deduct reorder discount as shown in options.

Pollard Banknote offers the Lottery the option to divide the lowest order quantity volume rung
on the price matrix into the following two order quantity volume rungs:
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Other sizes
2'5/8" X 1- 4'1/4" X 1- and/or
_ 718" 718" specialty
_Quantity Upto3 Upto5 games
in Millions | \indows windows (include
samples)
01-09 $38.85 $42.00 N.A.
1-1.9 $23.85 $27.00 N.A.
Options:
DESCRIPTION COST
Ultra-violet inks Add $500.00 per game
5 -
Selective seeding Add 10% of the game price
per game
. Add $0.25 per square inch
Metallic Inks oer 1000 tabs
Add $0.15 per square inch
Fluorescent Inks oer 1000 tabs
Re-order Game - A re-ordered game has the same
design, prize structure, and specifications as the $5,000 per game
original game.
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